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Fostering social enterprises through individual social entrepreneurial orientation 
and business model innovation 

By 
 

Francisco Alberto Layrisse Villamizar 
 
 
Abstract 
 

Social enterprises have been considered to be the “the second invisible hand of the 

economic system”. However, there are still few of them and the ones present today 

usually have two interrelated bottlenecks: lack of funds and difficulties to scale. On one 

hand, encouraging more people with intrinsic social entrepreneurial characteristics to 

develop social enterprises could arguably raise its numbers. However, there has been 

little progress in the development of a scale to identify individuals with a social 

entrepreneurial orientation. On the other hand, scaling and funding have been partially 

overcome through business model innovation (BMI) and adapting commercially viable 

business models to the social context, but the extant literature is limited and lacks a solid 

empirical foundation. To explore these topics, first, a 26-item instrument was developed 

to measure individual social entrepreneurial orientation. Second, a retrospective analysis 

of a single case study was performed to track the evolution of an organization's business 

model as it went from being a traditional, donation-based NPO, to a dynamic sales-driven 

social enterprise. Third, through a multiple case study, the value dynamics of the 

freemium business model were explored in the context of social enterprises. Our findings 

add to the literature by providing a validated scale using both EFA and CFA that provides 

more depth into measuring the social entrepreneurial orientation of individuals. In 

addition, we identify BMI change drivers and outcomes and show how a platform-inspired 



business model and more specifically the freemium business model can enhance value 

creation and value capture in social enterprises. 
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Chapter 1 Introduction  

At the turn of this century, when society was just beginning to comprehend the 

myriad of wicked problems it was facing, Margolis and Walsh (2003) wrote a seminal 

paper painting a glimpse overview of humanity’s current situation. Some of the most 

shocking data presented back then were the number of people that were slaves (Bales, 

1999), that had HIV (Atarran & Sachs, 2001), the child labor force and the astounding 

quantity of people that lived on less than $2.00 per day (World Bank, 2002). Almost 

twenty years later, some specific issues have improved, but in turn, some problems 

have deepened and new ones have appreared. There is growing evidence of significant 

income inequality (Clark, 2020) and that human activity has stressed the planet’s life-

supporting social-ecological systems beyond critical limits and carrying capacities 

(Rockström et al., 2009; Steffen et al., 2015). Our awareness of these problems is even 

more acute. According to BBMG and Globescan (2020), 27,000 surveyed people all 

over the world exhibited their biggest concerns to be climate change or global warming, 

the depletion of natural resources, extreme poverty, air pollution, the loss of animal and 

plant species, spread of human disease and COVID-19. Since business activities play 

an important role in this context, firms are increasingly confronted with demands to help 

(Hahn & Tempe, 2020; Margolis & Walsh, 2003). 

In response, large companies have replied via a “countless” investment in 

corporate philanthropy and CSR initiatives (Davidson, Dey & Smith, 2018), self-

regulation (Haufler, 2013), strategic investments in stakeholders (Freeman, Phillips & 

Sisodia, 2020) and the adoption of new business philosophies that take into 

consideration the planet and society such as shared value (Porter & Kramer, 2011), 
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corporate citizenship (Matten & Krane, 2005), conscious capitalism (Sisodia, Henry & 

Eckschmidt, 2018), among others. Despite these multiple efforts, scholars have 

questioned if these initiatives have provided the societal good that they intended to 

(Barnett, Henriques & Husted, 2020). To date, no study has demonstrated that CSR 

related-actions have achieved their definitive intended impact (Barnett et al., 2020). 

Other calls to aid in solving society’s problems have been made to the world’s 

billionaires and the third sector.  

Growing initiatives have been created to invite billionaires to donate a portion of 

their wealth (Giving Pledge, 2019). However, this type of philanthropy has had its share 

of criticism as some claim that businesses fronting the money often create the economic 

instability and inequality the donations are purported to solve (McGoey, 2016; Reich, 

2018). Not-for-profits organizations (NPO), who had been the primary catalyst for social 

change, have also been criticized as being constrained by a slow-moving, institutional, 

and self-interested model that sometimes perpetuates poverty instead of actually 

solving it (Klein, 2015; Chadburn, 2015). So it seems that our current problems are 

unsolvable by any particular actor. However, a new breed of social enterprises has risen 

to the challenge.  

Considered by some to be the “second invisible hand of the economic system, 

this one based on other-regarding rather than self-interest” (Santos, 2012, p. 350), 

social enterprises have blossomed all over the world setting up new business models 

(BM) that aim to solve basic human needs (Seelos & Mair, 2005). Essential necessities 

such as low-cost or even free eye care and dental care (Layrisse, Reficco & Barrios, 

2021), dignified housing for very low-income people (Palomares-Aguirre et al., 2018) 
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and socialization of people with disabilities (Reficco, Layrisse & Barrios, 2021) are being 

provided by social enterprises. Despite its increasing importance and recognition in 

bringing about institutional change and alleviating poverty (Saebi, Foss, & Linder, 2019), 

social entrepreneurs are still scarce (Bosma et al., 2016).  

A report from 58 Global Entrepreneurship Monitor economies, found that using a 

refined social entrepreneurship definition, only 1.1% of the population are currently 

trying to start a social enterprise while merely 1.2% actually engage in social 

entrepreneurial activity (Bosma et al., 2016). In addition, most existing social enterprises 

still suffer from two interconnected limitations: insufficient funds and difficulties to grow 

and operate at scale. To tackle these shortcomings, scholars have sought to develop 

individual entrepreneurial orientation (Bolton & Lane, 2012), BM innovation (Weber & 

Kratzer, 2013) and extract valuables lessons from groundbreaking commercial 

enterprises (Austin, et al., 2007). However, entrepreneurial orientation has been 

underdeveloped in the social context. Research examining how social enterprises 

pursue BM innovation is limited and lacks a solid empirical foundation (Granados et al., 

2011; Olofsson, Hoveskog & Halila, 2018), and new disruptive commercial BMs such as 

freemium are yet to be explored in the social field.  

Hence, this dissertation aims at contributing to the following research questions:  

 What were the specific events (people, ideas, transactions, context) that 

triggered BM innovation? What were the outcomes of those events? In 

particular, how did those outcomes impact the components of the 

organization's BM (value proposition, value creation and delivery, and 

value capture)? 
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 Do we find some of the dynamics identified in commercial freemium BM in 

social enterprises? If so, how did those dynamics play out? 

 What dimensions and items are needed to develop an instrument aimed at 

measuring individual social entrepreneurial orientation? 

In this dissertation, social enterprise literature is the amalgam that binds all the 

work presented here. Consequently, before presenting the design and specific content 

of the three papers, I would like to briefly highlight important aspects of the literature in 

social enterprises. Later on, I will provide a brief summary of the three papers that form 

this dissertation. Finally, to conclude this chapter, I will comment on the expected 

results of the three papers. 

2 Social enterprises 

The notion of social entrepreneurship has been present since the 1950s (Bowen, 

1953). However, it is in the past few decades that the subject has become mainstream 

(Saebi et al., 2019). Just as the domain of entrepreneurship, its social counterpart 

draws from different fields such as sociology, economics, ethics, anthropology and 

naturally entrepreneurship (Weerawardena & Mort, 2006). Given the variety of 

approaches, the social entrepreneurship literature has brought forward many debates 

regarding its definition (Choi & Majumdar, 2014; Nicholls, 2010) and organizational form 

(Doherty, Haugh, & Lyon, 2014). 

Social entrepreneurship means different things to different people and scholars 

(Dees, 1998). As such, it has been defined as NPO with market orientation (Bosche, 

1998), socially responsible businesses engaged in collaborative practices (Sagawa & 
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Segal, 2000), as a catalyzer of social transformation (Alvord, Brown & Letts, 2004) and 

as entrepreneurs with an embedded social purpose (Austin, Stevenson & Wei-Skillern, 

2006) or social mission (Martin & Osberg, 2007). Despite the debate, three particular 

criteria are usually present in most of the social entrepreneurship definitions in the 

literature: i) the predominance of a social mission, ii) the importance of innovation, and 

iii) using market forces to generate income (Lepoutre et al., 2013). However, critics 

argue that social entrepreneurship should move away from a tautological description 

that adds “social” to characterize elements of the definition. Instead, we should move 

towards a meaning that focuses on the driver of value creation (Santos, 2012). 

Therefore, Santos proposes to define social entrepreneurship as the “pursuit of 

sustainable solutions to neglected problems with positive externalities” (2012, p.335). 

In regards to its organizational form, social enterprises were initially thought of as 

an “overwhelmingly a nonprofit sector phenomenon” (Peredo & McLean, 2006, p. 61), 

which were beginning to venture into the selling of goods and services to obtain a 

certain degree of financial autonomy (Hansmann, 1980). More recently, scholars 

wondered if this new strain of entrepreneurs were, when compared to traditional 

commercially driven ones, the “same, different, or both” (Austin et al., 2006) as the not-

for-profit and for-profit sectors were converging in their practices (Austin et al., 2007). 

Despite the definitional variety of the social enterprise concept (Bacq & Jansen, 2011), 

the debate over its organizational form has diminished (Peredo & McLean, 2006; 

Santos, 2012). The scholarly consensus today is that “social enterprises are structurally 

hybrids in several dimensions … Hybridity… does not rest on dichotomous distinctions 

by sectors or profit orientation” (Grassl, 2012, p. 37).  
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Today social enterprises have gained more financial autonomy and enhanced 

their mission effectiveness (Saebi et al., 2019). NPOs have made important shifts to the 

commercial side of the spectrum whilst commercial enterprises have as well included 

social and environmental objectives that overall enhance their long-term sustainability. 

However, these shifts can take many years, as old paradigms must be replaced with 

new ones (Battilana & Dorado, 2010). Hence, the alternative of generating a greater 

number of hybrid social enterprises since its inception could generate faster and more 

meaningful impact. Thus, a greater number of social enterprises (Bosma et al., 2016) 

could better solve the mountain of problems we currently have. In addition, chronic lack 

of funding was and is still a pervasive problem (Bugg-Levine, Kogut, & Kulatilaka, 

2012). It is through fostering new social entrepreneurs and through BM innovation 

where this dissertation aims at contributing to solve these persistent problems. 

3 Studies in this dissertation  

The first two papers together focus on the process of BM innovation in social 

enterprises. The third paper focuses on the characteristics and traits of individual social 

entrepreneurial orientation. Together the three papers aim at contributing to forming 

more and better social enterprises. This section provides an overview of each of the 

three papers covered in this dissertation.  

3.1 Paper 1: From donations-based NPO to social enterprise: a journey of 

transformation through business-model innovation 

The first paper is concerned, as the title implies, with providing a detailed 

description of how a NPO used BM innovation to transform itself into a self-sustaining 

social enterprise. BMs consist of interconnected building blocks (Osterwalder & Pigneur, 
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2010) that ultimately display the logic of how a business creates, delivers and partially 

captures value to customers (Teece, 2010). BM innovation is a dynamic process that 

connects BM and time (Sosna, Trevinyo-Rodríguez & Velamuri, et al., 2010) as the 

building blocks are reiteratively reconfigured (Santos, Spector & Van der Heyden et al., 

2009).  

Experimenting with BMs has proven to be a particularly fruitful path for social 

enterprises (Balan-Vnuk & Balan, 2015; Olofsson et al., 2018). Thus, we developed a 

retrospective analysis of a single case study called Unidos by tracking the BM 

innovation that turned a traditional donation-based NPO into a dynamic sales-driven 

social enterprise. To offer a detailed description of this process, we deconstructed thirty 

years of operation into three distinct phases. In these three stages, we paid particular 

attention to the events that triggered BM innovation and its resulting outcomes within 

the organization. In particular, we show the iterative process of trial-and-error that, over 

time, gave way to a new platform-inspired BM. 

It is important to clarify, that there is already an important body of literature, 

which explains how social enterprises develop their own BMs (Lee, 2015; Michelini & 

Fiorentino, 2012). However, most of this literature is static and fails to show the 

processes. For this paper, we focus on the overall process and the journey of BM 

innovation (Olofsson et al., 2018) by linking triggers-events of organizational change 

(Poole, et al., 2000) to the BM blocks (Ostwerwalder and Pigneur, 2010) and their 

consolidated elements of value proposition, value creation and delivery, and value 

capture (Bocken et al., 2014). 



8 

 

Results shed light on how certain organizational events shape BMs. Particularly, 

it seems that people-events are the primary drive behind BM innovation in startup social 

enterprises while challenging context-events are the main reason social enterprises 

begin to experiment with their BM. In addition, as Unidos sought innovation from a 

variety of places, we argue that BMs are better reconfigured when they are discovery-

driven and customer-centered rather than by following an inside-out pattern. Finally, our 

results hint that platform-inspired BMs enable and enhance a social enterprise’s ability 

to co-create and capture value respectively. 

3.2 Paper 2: What social enterprises can learn from the freemium business model 

The second paper picks off just at end of the first as it focuses on a platform-

based BM called freemium. Freemium is defined as a platform where value creation and 

capture is facilitated through cross-side network effects between two groups: one who 

receives a free/subsidized product and another who pays for an enhanced version of 

the product (Russell & Cohn, 2012). In the freemium BM, its low marginal costs allow it 

to emphasize value creation for users who benefit greatly at practically no cost (Kumar, 

2014). Such a focus fits nicely with social entrepreneurship, which likewise aims at 

maximizing value capture and to merely “satisfice” on value capture (Reficco et al., 

2018; Santos, 2012). 

Combine this fit and the fact that freemium BMs have successfully disrupted 

traditional markets, and it is surprising that no study has looked at how the dynamics of 

freemium can be applied in the social enterprise context. Thus, we developed a multi-

case study of two social enterprises –one NPO (Aravind Eyecare) in Asia and one for-
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profit in Latin America (Biodent)– to see how the dynamics of freemium play out in their 

BMs. 

It is worth stressing that mutual learning from commercial and social enterprises 

has become standard practice (Austin et al., 2007). Consequently, many social 

enterprises now engage in a value exchange process with their missional group (Yunus 

Moingeon & Lehmann-Ortega, 2010). However, just as traditional commercial 

enterprises, most social enterprises display a traditional “pipe” BM, where value flows in 

a linear fashion (Choudary, 2015). Platform-based BMs, instead, are designed for users 

to create value for one another, thus allowing value to flow in several directions and 

overall enhancing the organization’s value proposition (Kumar, 2014). For this paper, 

we focus on how cross-side positive network effects (Eisenman, Parker & Van Alstyne, 

2006) are created between the free/ subsidized beneficiaries and the paying customers. 

We apply the freemium BM lens to our case studies and portray our results by using the 

consolidated elements of a BM, mainly value creation and value creation (Bocken et al., 

2014).  

Our results show that, on one hand value flows from paying customers to 

free/subsidized users as they enable investment in infrastructure and cover operating 

costs. On the other, value flows from free/subsidized to paying users as a critical mass 

of customers enable bulk purchases and even internal manufacturing of primary inputs. 

In addition, a vast amount of customers attracts skilled talent and provides a rapid 

training platform for employees. Moreover, free users allow a higher asset turnover and 

contribute significantly to brand building.  
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3.3 Paper 3: Individual Social Entrepreneurial Orientation: development of a 

measurement instrument 

The third paper takes a step back and instead of focusing on helping existing 

social enterprises overcome their challenges, it shifts attention into how it all begins, 

that is, in the social entrepreneurial orientation of an individual. At the organizational 

level, entrepreneurial orientation (EO) is defined as “the strategy-making processes that 

provide organizations with a basis for entrepreneurial decisions and actions” (Rauch et 

al., 2009, p. 762). Moreover, the EO construct is mostly described by the dimensions of 

innovativeness, pro-activeness and risk-taking (Rauch et al., 2009). As the 

operationalization of this construct has provided insights into predicting firm 

performance (Lumpkin & Dess, 1996; Wales, Parida & Patel, 2013), scholars have more 

recently turned their attention to its application on individuals (Harris & Gibson, 2008). 

By rewording the three dimensions into an individual context, Bolton and Lane (2012) 

developed a widely used instrument that measures individual EO. 

In the social context, efforts have been made at the organizational level to 

measure a firm’s social EO (Kraus et al., 2017). However, the study presents a 

tautological approach to social entrepreneurship (Santos, 2012) as the authors add 

“social” to the three known dimensions (e.g. social risk-taking) and complement the 

instrument with a new dimension of “socialness” (Kraus et al., 2017). On an individual 

level, a scale to measure individual social entrepreneurship intention was developed 

with a small sample of 200 students and validated by using EFA (Nga and 

Shamuganathan, 2010). However, we argue that it lacks essential traits of social 

entrepreneurs and rigorous validation recommend by scale development authors 
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(DeVellis, 2017). Thus, we designed an instrument to measure an individual social EO 

using a mixed-methods approach. Based on the literature and by consulting with 

experts, we developed a scale that suffered several iterations as it was pre-tested and 

eventually validated by EFA and CFA using 1005 student responses.  

Our results contribute to the literature by providing reliable and valid measures 

for a 26-item questionnaire distributed in eight dimensions: innovativeness, risk-taking, 

pro-activeness, empathy, sustainable vision, resilience, value creation and market 

orientation. 

4 Main contributions 

At the start of this chapter, a rather bleak picture of the world was displayed. 

Nonetheless, hope was also provided as social entrepreneurs have come up with 

innovative and sustainable solutions to several of these problems. Perhaps more 

importantly than hope is their unquestionable tangible impact. Unidos on a yearly 

average provides its inclusion services to more than 5,000 people (2000 with disabilities 

and 3,000 without disabilities). Aravind has handled 52 million outpatient visits and has 

performed over 6 million eye surgeries, of which around ⅔ have been either completely 

free or heavily subsidized. Biodent performs over 10,000 dental procedures annually of 

which ⅓ are completely free in one of Mexico’s poorest states. Social enterprises in 

Mexico focused on decent housing have provided very low-income people with over 

12,000 homes. Despite this, the world needs more and better social entrepreneurs to 

grow and fan out their solutions.   

The three papers in this dissertation aim at contributing to these bottlenecks. 

First, we begin by taking a deep dive into a long journey of BM innovation in a traditional 
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NPO that managed to transition successfully into a self-sustaining social enterprise. We 

contribute by showing how certain organizational events shape BMs and how a 

platform-based BM can help obtain financial autonomy. Then we explored in detail a 

disruptive platform-based BM, which is freemium. We show how the freemium BM 

departs from standard practice when applied in social enterprises. Meaningful 

differences include the feasibility/desirability of converting free users to paying ones, the 

presence of significant variable costs –which requires balancing the ratio of free and 

paying customers– and the use of nontraditional pricing schemes to enhance value 

capture. Both papers provide interesting insights that hint new possibilities for social 

enterprises to scale sustainably.  

Equally important, these two papers also provide interesting insights on how any 

particular actor within a BM can be a source of value creation and value capture. Both 

papers show how “beneficiaries” can be more than just passive recipients of value and 

contribute to a venture’s success in diverse ways. In Unidos, people with disabilities are 

now a key element in providing a life-changing experience for people without 

disabilities. In Biodent and Aravind, beneficiaries now contribute to lower costs, attract 

labored skills and enhance the organization’s value proposition towards third parties. 

Furthermore, our first paper shows that by providing an attractive value proposition to 

volunteers, they too can be turned, but in this case to clients in order to capture value.  

Finally, the third paper seeks to foster social entrepreneurs by identifying an 

individual’s social EO. For this purpose, we created and validated a 26-item 

questionnaire that provides an amplified description of the traits and attributes of a 

social entrepreneur. These young potential social entrepreneurs could leverage findings 
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of successful BM innovation such as the ones portrayed in the first and second paper.  

As newer generations build on the success and failures of early social innovators, they 

could potentially achieve faster growth and financial autonomy. 

There is no doubt that social entrepreneurship has become a powerful 

mechanism to alleviate humankind’s most pressing problems. I firmly believe that we as 

scholars need to contribute to their development. The three papers together help foster 

social enterprises by aiming to increase their numbers and providing alternatives that 

could arguably help them scale and obtain financial autonomy. Both the conclusions of 

our case studies and our developed instrument need to be further tested in other 

contexts in order to provide further validation. In the next chapters, I will present the 

three papers detailed in this chapter. In the end, some general conclusions of the three 

studies will be summarized. 
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Abstract 

Nonprofit organizations (NPO) have suffered from two interrelated bottlenecks: 

lack of funds and difficulties to grow and operate at scale. Business model innovation 

(BMI) has been found to be important to overcome those bottlenecks, but the extant 

literature is limited and lacks a solid empirical foundation. To explore this topic, we 

conducted a retrospective analysis of a single case study, tracking the evolution of an 

organization's business model as it went from being a traditional, donation-based NPO, 

to a dynamic sales-driven social enterprise (SE). As a result, the organization gained 

financial autonomy, scaled up operations and increased impact. Our findings add to the 

literature by identifying BMI change drivers and outcomes. We show how a platform-

inspired business model can enhance value creation and value capture in a SE. 

Keywords: Business model innovation, Social entrepreneurship, Value creation, 

Platforms 
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1.1 Introduction 

Organizations of all types and sizes must adjust their business models in 

response to changes in the environment, to remain financially viable (Zollo, Cennamo, & 

Neumann, 2013). Experimenting with business models has proven to be a particularly 

fruitful path for social purpose organizations (NPOs) (Balan-Vnuk & Balan, 2015; 

Olofsson, Hoveskog, & Halila, 2018). NPOs are now less likely to depend exclusively or 

even primarily on charitable donations (Battilana & Dorado, 2010). A survey of 12 

countries from around the world found that donations account for just 23% of NPOs’ 

income, with the largest share (43%) of their funding coming from revenue-generating 

programs they control (Salamon et al., 2012). NPOs have evolved and developed the 

capacity to operate in markets, by offering goods and services to clients.  

 This process has been driven by social entrepreneurs who were pressured to 

“do more with less,” in the context of an increasingly competitive environment and 

depleted funding, coupled with internal constraints in operational capacity, all of which 

has forced them to become more innovative (Weerawardena & Mort, 2006). As a result, 

NPOs have become a powerful mechanism in alleviating poverty and bringing about 

institutional change (Saebi, Foss, & Linder, 2019). Nevertheless, their collective 

potential remains unrealized, as issues of scale and belatedness are still pervasive 

among them (Palomares-Aguirre et al., 2018).  

Historically, NPOs have suffered from two interrelated bottlenecks. First, they 

have been underfunded: philanthropy and public subsidies have not kept up with the 

boom in the number of NPOs (Austin et al., 2009). Second, they have experienced 

https://www.zotero.org/google-docs/?Vke3tH
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difficulties to grow and operate at scale. Business model innovation (BMI) has been 

found to be of critical importance in overcoming those bottlenecks, contributing 

positively to NPOs’ impact and to their financial viability (Weber & Kratzer, 2013). 

However, research examining how Social Enterprises (SEs) pursue BMI is limited and 

lacks a solid empirical foundation (Granados et al., 2011; Olofsson et al., 2018). Various 

calls have been made --such as the one that prompted this special issue-- to  explore 

social enterprise business model innovations’ theoretical and empirical underpinnings of 

BMI in SE. This study develops a retrospective analysis of a single case study, tracking 

the process that turned a traditional, donation-based NPO into a dynamic sales-driven 

SE. As a result of this transformation, the organization gained financial autonomy, 

scaled up its operations and increased its impact. 

To that end, we reconstruct the events that triggered BMIs by the NPO at the 

center of our case study, and the outcomes of those innovations. In particular, we show 

the iterative process of trial-and-error that, over time, gave way to a new business 

model. The research questions that drove our query were as follows: What were the 

specific events (people, ideas, transactions, context) that triggered BMIs? What were 

the outcomes of those events? In particular, how did those outcomes impact the 

components of the organization's business model (value proposition, value creation and 

delivery, and value capture)? Our findings add to the literature on BMI for SEs by 

identifying the main events that drove the process as well as the outcomes of such 
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events in terms of their impact on the business model’s value proposition, value 

delivery, and value capture mechanisms. 

The rest of this article is organized as follows. We start by reviewing the relevant 

literature that covers BMI in SEs. We then describe our methodology and the rationale 

for selecting Unidos as the focus of our study. Next, we outline the 32-year-long process 

that resulted in the transformation of this organization’s business model, which we 

segment into three periods. Then, we analyze and discuss how the Unidos case 

extends the current literature on BMI, distilling our main theoretical contributions. Lastly, 

we identify limitations and avenues for further research, and offer our conclusions. 

1.2 A review of the literature  

1.2.1 Business model and BMI 

A business model provides the logic of “how a business creates and delivers 

value to customers” (Teece, 2010, p. 173), while capturing some of that value in the 

process. Every business model consists of interrelated building blocks that can be 

assembled in different configurations; according to Osterwalder and Pigneur (2005, 

2010), those building blocks consist of product offering, customer segments, customer 

relationships, activities, resources, partners, distribution channels, cost structure and 

revenue model. Richardson (2008) and Bocken et al. (2014) aggregate those building 

blocks into three consolidated systems or elements: the value proposition, the value 

creation and delivery system, and the value capture system. Some authors add the 
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architecture of a business model as an element that specifies the functional relations 

among those systems or elements and the underlying activities behind them (Saebi, 

Lien & Foss, 2017; J. Santos, Spector, & Van der Heyden, 2009; Teece, 2010). To 

ensure long-term survival, every organization will seek “to fulfill customers’ needs and 

create customer surplus while generating a profit for the focal firm” (Zott & Amit, 2010, 

p. 217). Only then will it have “a sustainable (new) business model: neither creating 

stakeholder value nor capturing value for itself are sufficient by themselves to ensure 

viability and robustness” (Sosna, Trevinyo-Rodríguez, & Velamuri, 2010, p. 401). 

The concept of business model innovation (BMI) refers to the process of 

changing and reconfiguring the building blocks that define the structure of an existing 

business model. In this paper, we shall use Santos and colleagues' definition of BMI: “a 

reconfiguration of activities in the existing business model of a firm that is new to the 

product service market in which the firm competes” (2009, p. 14). BMI is a dynamic 

process that connects business models and time (Linder & Cantrell, 2000; Rindova & 

Kotha, 2001; Sosna et al., 2010). Those changes can range from incremental to 

completely disruptive (Khanagha, Volberda, & Oshri, 2014). Foss and Saebi (2017) 

distinguish four streams of BMI research, of which two are relevant for this study. One 

covers the processes of organizational change that BMI entails. The second addresses 

the outcomes of BMI, explaining the innovative business model that emerge as a result 

of the transformation process.   
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1.2.2 Social enterprises 

Before the 2000s, SEs were thought of as NPOs that were taking steps toward 

financial autonomy by selling goods and services (Hansmann, 1980), and by 

implementing earned income programs (Dees, Anderson, & Emerson, 2002). The 

consensus at that time was, in the words of a 2000 survey, that “the social entrepreneur 

is overwhelmingly a nonprofit sector phenomenon” (Peredo & McLean, 2006, p. 61). 

At the turn of the millenium, a debate on the nature of SE identity ensued; 

scholars and practitioners were interested in finding out “the meaning of social 

entrepreneurship,” per the title of an influential article by Dees (1998). Many wondered if 

the new breed of entrepreneurs were, when compared to traditional commercially driven 

ones, the “same, different, or both” –quoting the title of another highly influential piece 

by Austin, Stevenson, and Wei-Skillern (2006). Over the last decade, the debate over 

SEs’ organizational form has subsided. It has become commonly accepted that for-profit 

organizations may be legitimate SEs, to the point of making the concept agnostic as to 

organizational form (Peredo & McLean, 2006; Santos, 2012). The scholarly consensus 

today is that “social enterprises are structurally hybrids in several dimensions … 

Hybridity… does not rest on dichotomous distinctions by sectors or profit orientation” 

(Grassl, 2012, p. 37). For the sake of this article, we define an SE as any 

“entrepreneurial activity with an embedded social purpose” (Austin et al., 2006, p. 1). 

In the 1980s and 1990s, not-for-profits were traditionally conceived largely as 

portfolios of projects, with inputs, activities and expected output/outcomes, each of 

which had donors and a target population. These initiatives were usually funded via 
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philanthropy, with value flowing in one direction, from donors to beneficiaries. Apart 

from impact metrics, the key metric was overhead (the proportion of administrative 

expenses not directly related to the organization’s programs). Over the last two 

decades, the not-for-profit and for-profit sectors converged in their practices (Austin et 

al., 2007). That transformation gave SEs more financial autonomy and enhanced their 

mission effectiveness (Saebi et al., 2019). 

As SEs got closer to the commercial market and to the concept of enterprise, 

notions such as positioning, price, cost and competition became part of the 

conversation in the SE literature (SEKN, 2006). Salamon et al. (2012) studied how a 

growing number of SEs were turning to sales of products and services to decrease their 

dependence on philanthropy to fund their social missions. As traditional NPOs 

successfully transitioned to become market-oriented SEs, beneficiaries came to be 

seen as clients engaged in a value exchange with the venture. However, a chronic lack 

of funding was and is still a pervasive problem. “Lack of funding opportunities is one of 

the major disadvantages social enterprises face”; through innovation “these enterprises 

can access a much deeper pool of capital than was previously available to them, 

allowing them to greatly extend their social reach” (Bugg-Levine, Kogut, & Kulatilaka, 

2012, p. 4). Next, we turn to the literature that deals with innovation in the business 

models of SEs. 

1.2.3 BMI on Social Enterprises 

An emerging body of literature is focused on how SEs develop their own BMIs 

(Lee, 2015; Michelini & Fiorentino, 2012; Rahdari, Sepasi, & Moradi, 2016; Wilson & 
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Post, 2013; Yunus, Moingeon, & Lehmann-Ortega, 2010). However, this literature is 

conceptual and fails to reconstruct the processes by which such reconfigurations 

develop, and to link those processes with their triggers and outcomes. This gap in 

knowledge matters, because for any type of organization BMI is a complex and 

protracted process, not a simple linear sequence of learning and implementation 

(Berends et al., 2016). The nature of innovation in business models underscores the 

importance of understanding the processes of trial-and-error involved in BMI, whereby 

organizations iterate between failure and learning (Demil & Lecocq, 2015; McGrath, 

2010; Sosna et al., 2010). 

According to Sosna et al., organizations usually reconsider their business models 

in response to triggers that lead to them to experiment with variants until they find one 

that best suits their goals (2010). In that regards, crisis are particularly useful as 

springboards for BMI: “a severe crisis can provide a strong impetus to overcome such 

barriers, and in fact may even be necessary in order to initiate deep enough reflection 

on the currently prevailing dominant logic and status quo of the business model design” 

(Sosna et al., 2010, p. 397). There are few studies that analyze this trial-and-error 

learning process in real life situations of BMI in commercial ventures, a gap that is only 

more acute when it comes to SEs. 

This is a critical gap, insofar as BMI is crucial for an SE's long-term success, in 

terms of impact as well as financial viability (Weber & Kratzer, 2013). A study of how an 

SE successfully innovated its business model could provide important insights for both 

theory and practice. With this focus, we heed Wilson and Post’s call about the need to 

extend theory with respect to the ways SEs design their business models (2013). “Given 
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this new interest in BMI research, it seems we need a better understanding of the 

overall process and output of the BMI journey” (Olofsson et al., 2018, p. 71). These 

authors highlight the importance of understanding the overall process of BMI; to that 

end, they link triggers of innovation such as people, ideas, outcomes, transactions, and 

context (Poole, Van de Ven, Dooley, & Holmes, 2000), with business model design 

elements such as content, structure, and governance (Zott & Amit, 2010). In this study, 

we rely on an adapted version of Olofsson et al.’s framework (2018), coupled with Poole 

et al. (2000) events, and business models elements as presented by Bocken et al. s' 

(2014): value proposition, value creation and delivery, and value capture. 

1.3 Methodology and case rationale 

SEs are heterogeneous, comprising different purposes and scales, and their 

business models are usually context-dependent. As the topic of BMI in SEs is still fairly 

new in the academic literature, we viewed a retrospective analysis of a single case 

study as the most appropriate way to theorize about SEs’ business model evolution. A 

case study is “an empirical inquiry that investigates a contemporary phenomenon (the 

‘case’) in-depth and within its real-world context” (Yin, 2003, p. 16). Case studies are 

well suited to support and facilitate comprehension of phenomena that are not well 

understood, and to develop extant theory by revealing gaps and starting to fill them 

(Flyvbjerg, 2006). This approach is seen as suitable for analyzing the implementation 

processes of BMI in SEs (Sosna et al., 2010). 

The selected case study is a Mexican SE, Unidos Somos Iguales (in English, 

“United We Are Equals,” hereafter Unidos). The mission of this NPO, which was 
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founded in the city of Monterrey, Mexico, is to generate a more conscious, empathetic, 

and inclusive society. Unidos uses recreational activities customized to facilitate 

interaction between children, teenagers and young adults, with and without disabilities.  

About seven million people in Mexico, or 6% of the population, have some sort of 

disability (SEDESOL, 2016). Traditional treatments for people with disabilities 

(hereafter, PwD) have neglected the social ramifications of stigma, isolation, and 

anxiety (Ashoka, 2004). Separation from the non-disabled population begins early in 

life, as youngsters with disabilities are often removed from mainstream social activities. 

This seclusion continues to adulthood and often leads to social ostracism, as non-

disabled individuals feel uncomfortable around colleagues and peers with disabilities 

(Ashoka, 2004). While there are various social and public organizations to deal with the 

psychological and medical challenges of PwD, their social woes have been largely 

overlooked. This is a non-trivial problem, as isolation can trigger serious psychiatric and 

medical consequences.  

Unidos tackles this acute social problem through market mechanisms. After a 

long process of iterative innovation in its business model, this SE has increased its 

capacity to scale up and taken important steps towards financial autonomy. Thus, in this 

study we examine Unidos as a demonstration case study to form generalizations about 

factors that contribute to successful business innovation and implementation processes 

for SEs. 
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1.3.1 Data collection 

BMI emerges as a result of specific internal and external trigger events whose 

impact spreads through time. Thus, our data collection sought to reconstruct those 

critical events that triggered change, as well as the organization’s reactions to those 

events that resulted in BMI. As Yin (2003) stated, multiple data sources support the 

construction of emerging theory. In this analysis, data were gathered from three 

complementary sources: (i) 16 interviews with key sources who contributed substantially 

to the shaping of Unidos’ business, including the organization’s founder, national 

director, site directors, managers, staff, and beneficiaries (See Table A1.1 for a 

complete list of interviewees); (ii) 21 files of archival data of the organization’s annual 

reports, board meeting minutes, internal documents, financial audited information and 

recorded satisfaction surveys; and (iii) nine hours of direct observation, as two of the 

authors of this study participated in Unidos events on three occasions. All interviews 

were transcribed into text. 

Given the practical infeasibility of following our sources over time as they 

experienced the transformative events, we decided to conduct long, retrospective 

interviews with key sources. According to MacCracken (1997), the long interview is a 

method that helps researchers to gain deeper insights into interviewees’ thoughts. 

Selecting and recruiting interviewees was based on their first-hand involvement with the 

events that are the focus of our study. During the interview, sources were asked to 

focus on the critical events that marked the evolution of the organization's business 

model. This approach follows Shankar, Elliott, and Goulding (2001) and Squire (2008), 

who stressed the advantages of concentrating the narrative analysis on “turning point” 
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moments. Regarding the number of interviews, the study design relied on purposive 

sampling (Lincoln & Guba, 1985), based on information factors. Interviews were 

conducted until we reached a point of redundancy in the data gathered, or achieved a 

sense of closure in the emerging analysis. 

Four measures were implemented to avoid potential interview bias. First, as 

previously explained, we used data from multiple sources including archival data. 

Second, the interviews were explicitly focused on “important” changes, which are 

usually recalled more reliably (Glick et al., 1990). Third, only interviewees with first-hand 

knowledge about change-related activities were selected for the study (Glick et al., 

1990; Hallen & Eisenhardt, 2012), with the exception of a few patrons (with and without 

disabilities) who were chosen randomly. Fourth, all interviewees were guaranteed 

anonymity in the published research through a written and signed document explaining 

all aspects of the publication process (Huber & Power, 1985). 

1.3.2 Data Analysis 

Following Eisenhardt (1989) and Van de Ven (2007), we began by ordering the 

history of the case chronologically. The data obtained from interviews and from 

documents were coded and sorted chronologically using Poole et al. (2000) 

classification scheme of organizational change, to generate a list of critical events that, 

prima facie, appeared to influence the way the SE had developed its business model. 

These events were then linked to the business model building blocks described by 

Osterwalder and Pigneur (2005, 2010). Changes in the business model blocks that 

were triggered by the identified events were then linked to the consolidated elements of 
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value proposition, value creation and delivery, value capture and value architecture 

(Bocken et al., 2014; Richardson, 2008; Saebi et al., 2017). Tables 1.1–1.3 summarize 

the link between the trigger events and their impact on the business model blocks, in 

each of the periods covered. Finally, the chronological evolution of Unidos is presented 

using a phenomenological approach (Ricoeur, 2009), divided into three time periods 

related to the evolution of BMI: Origins and early growth (1987–2003), Quest for social 

entrepreneurship (2004–2015), Pivoting toward a new model (2015–2019). 
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Table 1.1 Unidos' origins and early growth stage (1987 - 2003) 

Type of 
Events 

Main events 
Influence in business model elements  
(Osterwalder and Pigneur, 2005, 2010) 

Context 
1.1 Life changing episode: 
friends acting awkwardly with 
older siblings  

The Founder decided to dedicate her life to a neglected customer segment: People with Disabilities (PwD). 
Through contributions from her network of families, the social startup obtained revenue.   

People 

1.2 Founder's training in 
Special education  

Training in Special Education helped to identify a gap and to shape product offering. The Founder realized that 
the Special Education field was entirely focused on how to overcome cognitive limitations of this group, but 
ignored their emotional wellbeing, as well as their recurrent feelings of social isolation and anxiety. The founder 
identified an important gap that no one was addressing.   

1.3 Founder imbues the 
organization with a culture of 
passion to the mission. 

The Founder's passion and commitment to PwD affected the organization's culture and came to be shared by 
those within the organization. This impacted customer relationships, as it helped to convince otherwise reluctant 
families of PwD to entrust their loved ones to the NPO. Organizational culture also impacted recruitment, helping 
to attract and retain well-prepared staff despite offering low pay..    

Idea 
1.4 Founder witness 
youngsters with disabilities 
having casual fun on the beach  

This early experience shaped the product offering. By promoting leisure activities, Unidos sought to change 
people's perception of PwD, from someone that needs to be safeguarded, to someone who can be a playmate 
and friend.  

Outcomes 

1.5 Recruitment of people with 
disabilities is successful  

Customer relationship is established through a personalized, close connection, one family at a time. 

1.6 Pilot camp is successful 
The initial summer camp pilot was somewhat improvised, but inspired the organization to shape its key activities 
and resources.    

Transactions 

1.7 Through network of family 
and acquaintances, founder 
can recruit volunteers  

Volunteers became key partners to deliver services to the customer segment of PwD.    

1.8 Board formation  
Creating a Board (partners) composed mostly of business leaders allowed the founder to secure cash donations 
to cover fixed costs and provided strategic advice. Most variable costs were covered through donations (bus 
rides, tickets to movies, etc.). The Council also encouraged greater formalization and specialization.   

 

 

Table 1.2 Unidos' quest for social entrepreneurship stage (2003 - 2015) 
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Type of 
Events 

Main events Influence in business model elements (Osterwalder and Pigneur, 2005; 2010) 

Context 

2.1 New nonprofit entrants intensify 
competition for donations 

Forces the organization to explore alternatives to expand revenue base (value capture) 

2.2 Program demand from other cities 
prompts the organization to consider 
national expansion, charging fees 

Forces the organization to explore alternatives to expand revenue base (value capture) 

2.3 Ashoka approaches the founder 
Exposure to social entrepreneurship challenges assumptions and opens up new avenues of 
thinking around value creation and value capture. 

People 

2.4 Founder steps down as Executive 
Director and adopts a more strategic role 
in the Council 

With the vantage point of a Board member without the burden of day-to-day management, 
the founder leads a strategic review of the organization's business model.. 

2.5 Unidos recruits a new Executive 

Director with a marketing background 
An effort to increase revenue through sales, ancillary lines of related business are explored, 
showing beginnings of a market orientation.  

Idea 
2.6 Founder embraces the vision of social 
entrepreneurship for her organization 

Proximity to Ashoka and its resources prompts the organization to explore revenue-
generating activities (value capture). 

Outcomes 
2.7 Intense exploration of ancillary lines of 
business to expand revenue base 

Through trial-and-error, additional product offerings and customer segments are piloted and 
discarded. The organization experiments with 
diversification (new product for a new market) and with market development (new product to 
the existing market). 

Transactions 
2.8 Policy to refresh half the Board 
membership every 3 years is 
implemented. 

Refreshing the board is seen as a way to renew and expand the organization's social capital, 
source of philanthropic revenue, access, and strategic advice.  

 

 

 

Table 1.3 Unidos' pivoting towards a new model stage (2003 - 2015) 
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Type of 
Events 

Main events Influence in business model elements (Osterwalder and Pigneur 2005, 2010) 

Context 3.1 25th Anniversary of Unidos 
The organization's anniversary prompts a process of strategic renewal. All elements of Unidos' 
business model are reconsidered by top management in all cities. 

People 
3.2 New Chair of the Board is 
appointed   

The process of strategic renewal and reinvention of the business model is deepened with the 
appointment of a new Chairman of the Board. 

Idea 

3.3 New Board Chair goes through 
the experience of volunteering for 
Unidos    

A new revenue model is set, a key partner is turned into a new customer segment, with a new 
product co-created with PwD. 

3.4 Unidos opens the Juniors 
program   

Product development: a new customer segment is targeted with an existing product, leveraging 
existing activities, and assets.  

3.5 New business model and 
national replication 

Based on encouraging early results, the new business model is replicated nationally. To ensure 
proper replication, a new department is created with a focus on quality control and innovation and 
new KPIs are implemented. 

3.6 Recruitment leverages mission 
appeal and commitment to the 
cause.  

Recruitment, a key activity, is formalized. Leveraging the mission's appeal, customers are 
encouraged to join the organization as paid staff. The rate of conversion is tracked as a KPI. 

Outcomes 
3.7 Board members intervene to 
ease transition towards the new 
business model 

Board members intervene to facilitate personalized dialogs with disgruntled staff members who reject 
the new business model. The buy-in from staff enables the organization to redefine customer 
relationships with newly defined paying customers while keeping its passion and commitment to the 
mission.. 

Transactions 
3.8 New governance structure at 
national level  

The new Governance structure is detached from operational details and monitors national sites' 
performance on their strategic KPIs to ensure alignment with the overall strategy. 
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1.4 Findings - The case organization 

1.4.1 Origins and early growth (1987 - 2003) 

The concept behind Unidos emerged when its founder went through a life-

changing episode. As a teenager, she invited friends over to her house and perceived 

that these friends were afraid of interacting with her two older siblings, both of whom 

had a disability. Determined and motivated to change her siblings’ reality and that of 

many others like them, the founder pursued a degree in Special Education. In 1987, 

shortly after graduating, she launched a social NPO. Unidos' theory of change (Carman, 

2010) came about through an insight the founder had while vacationing. She saw a 

group of children with Down syndrome, interacting joyfully with peers, which made her 

reflect on what she wanted to change for her brothers’ sakes. She had witnessed how 

most people tended to treat PwD awkwardly and distantly, with serious consequences 

for their socialization. She decided to reverse that process in a simple yet powerful way: 

I asked myself, “Why do people act afraid when in the presence of a 

person with disabilities?” Because most of us see disabled people only rarely! 

So, let’s take a group of people with disabilities, get them out there and have fun! 

Unidos’ first challenge was to convince families to entrust their loved ones with 

disabilities to a group of teenagers led by a 22-year-old. Patiently, one family at a time, 

the founder managed to convince thirty families with whom she was acquainted to 

overcome their initial apprehensions. Subsequently, the founder (now the organization's 

Executive Director) found 15 volunteers (through close friends and relatives) to help her 

manage the group so they could have fun in a safe environment. 
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The concept was tested in a summer camp setting with encouraging results: 

families of youngsters with disabilities reported that their self-esteem increased, and 

their social skills improved. To the surprise of many, some volunteers (youngsters 

without disabilities) even reported having a “life-changing” experience with Unidos. The 

following year, Unidos received close to 80 calls from families interested in “the next 

summer camp.” According to the Executive Director, “that was an eye-opener! All of 

those calls made me believe me that we were doing something worthy.” The second 

summer camp had around 100 attendees, also with encouraging results. That triggered 

even more requests by families of PwD to organize similar activities throughout the 

year.  

As the organization grew, a year-round staff became necessary. This generated 

two outcomes. First, the Executive Director sought to create a strong organizational 

culture aligned with the organization’s mission of inclusiveness and empathy with the 

targeted population. As she put it: 

We were, and still are, a family. Most of our employees at some point began at 

Unidos as volunteers and we knew each other for years. I knew that whatever 

challenge we had, we could overcome it together as one united family. 

Additionally, she sought to translate the personal commitment of staff members 

into performance, which would show on the key performance indicators (KPIs) aligned 

to the organization’s goals. For the organization, a growing staff meant higher fixed 

costs, which prompted Unidos’ leadership to seek additional funding, in addition to the 

limited revenue coming from families of PwD. This being an NPO, the Executive 



37 

 

Director found it only natural that it would be staffed by volunteers and funded through 

philanthropic donations. Volunteers donated their time, board members donated money, 

and most of the other required inputs (e.g., a bus for transportation, airplane tickets, 

movie theater tickets, food, etc.) were usually donated by stakeholders. In 1993, the 

Executive Director succeeded in convincing local business leaders to join Unidos’ 

recently created Board of Directors, which became an important source of strategic 

advice and financial donations. 

Over time, the model evolved towards a “buddy-system,” where every youngster  

with disabilities, was paired up with a volunteer and assisted by staff members. Their 

portfolio of activities included summer camps, outings on Fridays and Saturdays, and 

beach excursions twice a year. Volunteers were recruited from high schools and 

colleges, as students were mandated by law to do some form of community service to 

graduate. With their model consolidated, the organization focused on reaching out to 

more beneficiaries and securing enough donations to fund their growth. According to 

the organization’s annual reports, between 1990 and 2003, Unidos grew at a CAGR of 

23%, reaching a population of 1500 participants by the end of the period (34% with 

disabilities and 64% without disabilities).  

1.4.2 The quest for social entrepreneurship (2003 - 2015) 

This period was defined by changes in leadership, which gave way to experimentation 

with the business model. First, in 2003 the founder decided to step down from the 

Executive Director position. She was replaced by someone with a nonprofit background; 

then, in 2011, that person was replaced by a marketing specialist. The founder believed 
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that stepping down from the Executive Director’s role was “the best thing that ever 

happened to Unidos,” because she was no longer burdened with the operational details 

of day-to-day management. Instead, she joined the Board, a move that allowed her to 

take a more strategic perspective of the organization.  

From the vantage point of her new position, the founder sought to learn about the 

latest trends in NPO management around the world. She identified attending an Ashoka 

forum1 as a critical inflection point, saying “I went to a forum on social entrepreneurship 

and that changed everything. I began to learn how to combine a social mission with 

revenue generation, among many other things.” In 2004 she was chosen as an Ashoka 

fellow, which gave her access to training and specialized consultants. 

By that time, requests began pouring in from families with PwD outside of 

Monterrey that wanted to send their youngsters to Unidos’ programs. Expanding 

geographically emerged as a possible way to both generate revenue and increase 

Unidos’ impact. In the words of the founder,  

I realized that Unidos had to be much more than an entertainment center for 

youngsters with disabilities; Unidos had to generate a change in our national 

culture, transforming Mexico’s attitude toward disabilities, regardless of cost. 

Thus, Unidos launched self-funded franchises across Mexico. The organization 

also began to document and standardize its internal processes, so as to transfer the 

model faithfully to other locales. However, the attempt was short-lived and most new 

sites were soon closed, as they barely managed to cover their operational costs, let 

alone send any funds to the national headquarters.  



39 

 

At the time, new NPOs were mushrooming in Monterrey, which made 

competition for philanthropic resources increasingly intense. In fact, a number of 

frequent donors stopped contributing to Unidos in favor of alternative causes –such as 

education, hunger, and health. An increasingly challenging environment coupled with 

exposure to new ideas triggered a process of soul-searching inside the organization to 

define its core capability. The organization initially defined itself as an expert in event 

logistics. After all, organizing events for over 100 people (half of them with various 

disabilities) required extreme precision. Based on this view, Unidos began organizing 

breakfasts with PwD, and golf tournaments, with mixed results.  

The organization continued to experiment with various ideas, including the idea 

of an Uber-like service catering to individuals with disabilities, having “food trucks” 

served mostly by PwD, launching a, convenience store to be run by PwD, and having a 

catering business staffed by PwD. These attempts to reach some degree of financial 

autonomy triggered a backlash inside the organization, whose culture was typical of a 

traditional NPO. One staff member recalled 

Whenever I saw our founder and Executive Director, I could imagine a $$ sign 

stamped on their foreheads. I became uncomfortable working in Unidos as I felt 

that we were betraying our mission.  

These attempts to diversify their revenue base were mostly inspired by third party 

experiences and did not go very far. Eventually, the organization went back to internal 

soul-searching. The third Executive Director recalled, “we asked ourselves, ‘what are 

our strengths?’ We concluded that we were really good at sensitizing people, at making 

people more empathetic.” A new program was launched, in which Unidos offered 
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workshops and in-house courses for companies who wanted to sensitize their workforce 

toward PwD. This adjustment changed the tone and discourse of Unidos’ conversations 

with companies: they were no longer asking for donations; instead, they were now 

offering services, as any supplier would. In addition, beneficiaries (youngsters with 

disabilities) who were identified as having communications skills were invited to 

collaborate in Unidos’ courses and workshops. However, this line of business also fell 

short of expectations, lost money, and generated more internal resistance among the 

staff. 

Despite its ambition, Unidos was rather stagnant in terms of income, number of 

sites, and population served. Moreover, the sites outside of Monterrey that remained 

operational from their early expansion days were being funded through philanthropic 

donations raised in Monterrey; in other words, those franchises were failing to secure 

funds from local sources. This led to conversations about closing down some of those 

sites. By the end of this period, according to the organization’s annual reports, Unidos 

was impacting around 3800 people in six cities (34% of PwD and 64% of people without 

disabilities). 

1.4.3 Pivoting towards a new model (2015 - 2019) 

Despite frustrations and past failures, the protracted process of organizational 

soul-searching eventually led to a relevant insight in 2015, causing management to 

pivot and reformulate the organization’s business model. In that year, a new Chairman 

was appointed to the Board and a major event was organized to mark the organization’s 

25th anniversary. Directors from all of Unidos’ sites came to Monterrey and joined the 

Board members for a two-day strategy retreat. 
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This event crystallized much of the learning and experiences from previous 

years. Unidos’ leadership realized that, contrary to what they had previously thought, 

children with disabilities were not the only ones obtaining value from the experience. By 

conducting market research on their volunteers, Unidos discovered that the volunteers 

themselves were developing empathy and leadership skills, as well as greater self-

esteem. Some even claimed to have engaged in deep self-reflection about the direction 

they wanted to give to their lives. The newly appointed Board Chair recalled that, after 

going through the Unidos experience for the first time, he was left with a similar 

impression: “I was actually getting from my interactions with our companions with 

disabilities much more than they were getting from me!” 

Thus, a decision was made to stop treating “volunteers” as such, and start viewing 

them as clients –– henceforth to be called “allies.” Since these “allies” (clients) deemed 

their experiences to be so valuable, it seemed logical that the social enterprise should 

capture some of that value in the form of a price. Consequently, the decision was made 

that the venture should generate revenue from its “allies” to increasingly gain financial 

autonomy.  

Transitioning to a more entrepreneurial organizational culture was not easy. The 

changes prompted about 10% of staff and volunteers to leave Unidos, claiming that the 

organization they had known had turned its back on them, becoming instead a 

“business” concerned only with money making. The remaining staff also felt awkward 

with the new scheme –– in the words of the third Executive Director, “I remember my 

colleagues always skipping the slide about prices when they pitched Unidos to young 

people.” Importantly, some of the old “volunteers” were not entirely comfortable with 
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their new “customer” status: “I have always done volunteer work for Unidos, I'm 

donating my time to others. Am I now expected to give my money too?” 

Unidos’ senior management took several measures to facilitate the transition 

toward an entrepreneurial, market-oriented culture. First, a new governance structure 

was created at the national level, to which all local boards (including Monterrey’s) had to 

report on KPIs, branding, and strategy. A decision was made that sites that failed to 

become financially autonomous and deliver on those KPIs and would be closed down 

(two were actually closed). Second, members of the new national Board provided one-

on-one coaching with key personnel who were still unenthusiastic about the 

transformation. Third, a quality assurance and innovation department was created. As 

“beneficiaries” and “volunteers” became paying customers, it was only logical that they 

would become much more demanding and the organization had to ensure it was able to 

deliver on those enhanced expectations. Finally, staff and top leadership were enrolled 

in MBA programs to deepen their market orientation. 

As the organization moved forward, all stakeholders involved came to terms with 

the new scheme. This time, the new model proved to be far more effective in helping 

the venture to evolve toward its stated goal of financial autonomy, which in turn 

facilitated national expansion. The third Executive Director (currently, National Director) 

recalled:  

With the new model, it became much easier to expand and to scale up. Our most 

recent site, in Puebla, reached 250 people in about two years, and most of its 

revenue comes from sales of our services. In contrast, our legacy sites (such as 
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Monterrey or Guadalajara) have remained virtually unchanged since the early 

2000s, and are still stuck with roughly the same number of clients. 

In 2016, the organization decided to open a new “juniors” program targeted at 

children ages 7–15, with and without disabilities. Charging a price was a non-issue, as 

none of those involved had any precedent with Unidos’ previous, no-fee, volunteer-

based model. Unidos’ decided to price the experience relative to other substitutes and 

parents were eager to pay a price similar to what they would pay for various other 

leisure activities, for an experience they deemed transformative for their children.  

According to the organization’s survey records, customer satisfaction, intention to 

repeat, and willingness to recommend the experience to others consistently reached top 

scores in after-service evaluations for all of Unidos’ programs. In their evaluations, most 

participants declared they had “fallen in love” with the organization, and with the 

concept behind it. A number of the young “allies” were invited to become paid staff, and 

eventually many of them were promoted to the position of group coordinator –– those in 

charge of logistics and other services needed for the experience to run smoothly.  

Per the organization’s two most recent annual reports (2016–2018), over that 

period Unidos expanded its client base (children and teenagers) by 25%, for a total of 

5,137 people (1940 with disabilities and 3,197 without disabilities). As stated in the 

organization’s KPI records, by 2018, revenue from programs that brought together 

people with and without disabilities accounted for one-third (33%) of Unidos’ total 

revenues, and the proportion of self-generated revenue amounted to almost half (47%) 

of the total (and rising) when proceeds from organizing events was included. Most 
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notably, the juniors program had a waiting list, as the organization could not keep up 

with mounting demand for the service. One new site opened in 2019, and two more 

sites are expected to be launched in 2020 and 2021. Keeping true to its mission, Unidos 

never left out any person wanting to join their programs, regardless of their capacity to 

pay. As of 2019, according to the organization’s 2018–2021 strategic plan, Unidos' 

mission was “to transform lives through the interactions of people with and without 

disabilities in experiential activities to achieve a more conscious, inclusive, and 

empathetic society.” 

1.5 Discussion 

Here, we discuss how throughout Unidos' existence, different change events 

(Poole et al., 2000) shaped its business model building blocks (Osterwalder and 

Pigneur, 2005, 2010) and consolidated elements (Bocken et al., 2014; Richardson, 

2008; Saebi et al., 2017). Tables 1.1–1.3 present a summary of the links between 

trigger-events and their impact on the business model building blocks for each of the 

periods covered. 

1.5.1. BMI drivers in the evolution of Unidos 

In the first period analyzed (1987–2003), Unidos developed its initial business 

model. The NPO came about when a highly motivated social entrepreneur (the founder) 

had an insight that led to an innovative service offering (lively leisure opportunities) 

targeting a neglected customer segment (PwD) by developing key activities (event 

organization and logistics), resources (recruiting and training), and partners (volunteers) 
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through a lean cost structure, dominated by variable costs (associated with each event) 

and a classic not-for-profit revenue model (donation-based). 

In this period, people events were the main driver for BMI. The founder's 

personal and professional experiences with PwD allowed her to identify an opportunity 

for value creation: a gap in the treatment of PwD. Unidos' value proposition was 

conceived to fill that gap, and the founder's network of social relationships was 

leveraged to develop the value creation and delivery mechanisms (persuading 

volunteers to participate in summer camps, and families to send their relatives with 

disabilities) as well as value capture (persuading business leaders to join the Board, 

making them de facto patrons of the NPO). People events generated this period's main 

outcome event: the successful testing of the value proposition. Once the NPO's 

business model was consolidated, the exploration phase gave way to the exploitation 

phase (March, 1991). During this period, volunteers were seen as unpaid members of 

the organization's value chain, who teamed up with paid staff to deliver services to the 

target population of PwD (value architecture). 

This period was followed by a transitional stage (2003–2015), characterized by 

the quest for social entrepreneurship. Here, the key drivers behind BMI were context 

events. On the one hand, Unidos' long-term viability was impacted by a trend identified 

in previous studies (Austin et al., 2007), namely that over the last few decades the 

growth of NPOs had outpaced the supply of philanthropic funds making donations 

scarcer (Wang, Duan, & Yu, 2016). Additionally, the founder was exposed to the world 

of SEs, challenging her assumptions and opening up new avenues of thinking. Finally, 

demand from other cities prompted the organization to consider national expansion. 
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In response to those contextual triggers, a new Executive Director with a 

marketing background was appointed, and the board composition was changed (people 

event). These changes in leadership prevented potential inertia-inducing conservatism 

(Ranft & O’Neill, 2001), and created an appropriate setting for strategic renewal, easing 

the transition toward a market orientation and social entrepreneurship (Battilana & 

Dorado, 2010). Context events, followed by people events, led to an important outcome 

event: sustained experimentation with ancillary lines of business that could potentially 

contribute to the organization's financial viability. The first such attempt was to expand 

nationally based on franchises, to be funded through local donors, that would pay 

license fees to the national headquarters. The second was triggered by a process of 

soul-searching that led the organization's leadership to define as its core capability the 

capacity to organize events that involved PwD, with reliable and precise logistics and 

operations. Based on this key activity, the organization launched revenue-generating 

programs (organizing breakfasts or golf tournaments with PwD). A separate attempt 

was made to leverage a proven skill at sensitizing people around the topic of PwD, 

which materialized in the form of workshops offered to companies. 

These attempts did not question the basic architecture of Unidos' business 

model, nor were they effective in generating meaningful revenue. Nonetheless, they did 

set the stage for what was to come, initiating the transition to social entrepreneurship 

(Battilana & Dorado, 2010). The organization displayed resilience in the face of 

adversity and continued to experiment (Corner, Singh, & Pavlovich, 2017). These were 

“intelligent” failures, because of their small scale and their usefulness as sources of 

valuable learning experiences (Sosna et al., 2010). These innovations followed an 
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“inside-out” pattern (McGrath, 2010), as they emerged as the result of an intense 

process of soul-searching. This process allowed the organization to identify its “core 

competencies” which catalyzed a diversification effort into related lines of business. 

Transaction events were also relevant. A decision was made to renew half the 

board every three years, which avoided potential inertia-inducing conservatism (Ranft & 

O’Neill, 2001), and increased the organization’s partnerships, social capital, and board 

performance (Buse, Bernstein, & Bilimoria, 2016). In fact, the board that presided over 

the transformation of Unidos’ business model was the youngest (the average age of 

members was 36 years) and the most diverse (based on both gender and professional 

backgrounds) in the organization’s history. 

In the final period (2015–2019), the organization succeeded in pivoting toward a 

new model. The major driver behind BMI in this period was an idea event that brought 

substantial changes to Unidos’ business model. The group that hitherto had been 

viewed as a key partner (volunteers), was redefined as a customer group. This novel 

approach was championed by a newly appointed board chairman, as well as by the rest 

of Unidos’ members (people event), all of whom actively supported the transition toward 

the new model (outcome). This idea flourished in the context of the organization’s 25th 

anniversary and the appointment of the organization’s third Executive Director (people 

event), both of which provided an impetus to ongoing efforts oriented toward strategic 

renewal. The organization gave itself an additional layer of governance (transaction 

event), solely focused on strategy.   
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From a theoretical perspective, it is interesting to ask why the BMI efforts in this 

last period were successful while the various previous attempts were not. In truth, it 

would not be accurate to draw a stark line between them; as we have pointed out, many 

seeds of the late “success” were present in embryonic form in the early “failures” –– 

such as the attempt to rethink the role of “beneficiaries,” turning them into partners in 

delivering corporate workshops. BMIs “must be learned over time, which emphasizes 

the centrality of experimentation in the discovery and development of new business 

models” (McGrath, 2010, p.248). 

Having said that, there is one clear difference between these efforts. The 

innovation attempts during the transitional period (2003–1015) followed an “inside-out” 

pattern (McGrath, 2010), emerging as the result of an intense soul-searching process. 

This led to the identification of “core competencies” and eventually to attempts to 

diversify to related business lines that leveraged those competencies. Thus, BMI was 

sought based on an analytical approach (McGrath, 2010).  

The innovation attempts in the last period (2015–2019), followed a different path. 

First, they were triggered by an outside in, rather than an inside out, focus (McGrath, 

2010). Instead of soul-searching and strategic introspection, the later attempt was 

entirely focused on customers, which allowed the venture to truly understand their value 

drivers. This finding is in line with design-inspired innovation methodologies, such as 

Design Thinking, that underscore being user-centered as their defining tenet (Brown & 

Katz, 2009; Brown, Wyatt, & Brown, 2010; Owen, 2006). In addition, the innovations in 

this period were not driven by analysis, but rather were discovery-driven. Our single 

case study seems to validate McGrath who warned,... 
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For some time, managers have been advised to get to know their ‘core 

competencies’ - those activities at which their firms excel - and find market 

opportunities to deploy them. The dilemma is that such analyses are often 

carried out with an internal focus. Focusing on business models shifts re-

invigorates a view of firm as continually engaged with - and adapting to - 

changing customer values (2010, p. 248). 

1.5.2 From NPO to SE 

We have segmented Unidos’ journey of transformation into three periods. In the 

initial period, a traditional NPO identified and consolidated its business model. The 

ensuing period was transitional: the business model itself did not change, but a 

challenging environment prompted a process of experimentation. In the final period, a 

new business model emerged. As per the protagonists' own accounts, Unidos as a 

social enterprise is the result of the aforementioned process of BMI, and is very different 

from its earlier years as a traditional NPO. We now analyze the differences between 

these business models –– the one that prevailed at the beginning of the journey, and 

the one that crystallized as a result of it. We make the comparison through the lens of 

the business model construct and its different components (Bocken et al., 2014; 

Richardson, 2008; Saebi et al., 2017). Table 1.4 presents a summary of the business 

model consolidated elements of each period. 

1.5.2.1 Value Proposition 

The value proposition of Unidos as a traditional NPO was primarily oriented 

toward its PwD beneficiaries in the form of lively leisure opportunities that, at the time, 

https://www.zotero.org/google-docs/?Xfe74c
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were acutely rare for them. In addition, the NPO offered families of PwD a setting where 

their disabled relatives could increase their self-esteem and socialization skills. As a 

result of the journey of innovation in the business model described earlier, the value 

proposition of the SE changed in two ways (see Table 1.4 for a full comparison between 

the components of both business models). On the one hand it became more complex, 

targeting not two but three groups, with non-disabled young people becoming 

customers. It also changed its content, as leisure activities became a means toward a 

different, deeper, two-sided goal: To PwD, Unidos offered an opportunity to build 

meaningful relationships with nondisabled peers, which could range from acquaintances 

to true, lasting friendships. To non-disabled people, Unidos offered innovative 

experiences with PwD that encouraged personal growth and enhanced self-awareness. 

The same basic value proposition has been extended to different physical environments 

(theme parks, public parks, bowling centers, musical venues, etc.) as well as to different 

age brackets (with the appropriate adjustments). In this new understanding of Unidos’ 

value proposition, what really matters is not the event per se, but the opportunity to 

connect with other people in meaningful and enriching ways. 

1.5.2.2 Value Creation and Delivery 

This evolution in Unidos’ value proposition entailed more than a change of words. 

Insofar as its central value proposition had been providing safe and well-organized 

leisure activities, its contours were easy to delineate and define ex-ante. As leisure 

activities became a means to a deeper end, coming up with a precise definition for the 

SE’s value proposition became a challenging undertaking. In its revised definition, 

Unidos excels at facilitating meaningful deep human connections between groups of 
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PwD of different ages and their non-disabled peers. Unidos generates spaces for deep 

self-reflection, where clients develop empathy and find new meaning in their lives, as 

well as work-relevant soft skills such as teamwork and leadership. This definition makes 

it clear that Unidos' role is not to make those connections, but to create an enabling 

environment in which those deep human connections are likely to materialize. This 

echoes the business model architecture of a platform business model, which can be 

defined as a nexus of rules and infrastructure that facilitate interactions among network 

users (Eisenmann, Parker, & Alstyne, 2011).  

The early NPO featured a traditional “pipe” business model (Choudary, 2015), 

where value flowed unidirectionally, in a linear fashion: donor ≫ staff ≫ volunteers ≫ 

beneficiaries. Volunteers were seen as unpaid members of the organization's value 

chain, who collaborated with the paid staff to deliver services to the PwD beneficiaries. 

In the SE’s business model, on the other hand, Unidos enabled a multidirectional flow of 

value between different participant groups, as it is characteristic of platforms. While the 

interest in platform-inspired business models surged with the internet, it is worth 

recalling that traditional businesses, including shopping malls and credit cards, are also 

built on platform-inspired business models. By virtue of these multiple-directional value 

flows, roles are not clearly defined ex-ante “On platforms, the business does not create 

the end value; rather, the business only enables value creation. As a result, participants 

on the platform take on production as well as consumption roles” (Choudary, 2015, p. 

25). 

Unidos’ new business model’s value delivery resonates with the Service-

Dominant Logic perspective (Vargo & Lusch, 2008; Vargo, Maglio, & Akaka, 2008), 
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which advocates for an experiential and systemic understanding of service value co-

creation (Rubalcaba et al., 2012). Value is co-created through providers and customers' 

practices, and examined through the lenses of human perceptions, experiences, and 

outcomes (Schau, Muñiz, & Arnould, 2009). Thus, each user, through his or her own 

senses, emotions and perceptions, shapes and defines the contours of the value that 

the experience creates, “experience and perception are essential to value 

determination” (Lusch & Vargo, 2006, p. 44). 

In the new business model, Unidos’ value delivery and exchange became more 

complex. In the early years of the NPO, the business model enabled a “value-in-

exchange” between producer and consumer: a leisure event in return for an affordable 

price. In the transformed SE, on the other hand, the business model enabled a value 

portfolio that includes the creation of a significant “context-value” (Chandler & Vargo, 

2011), where both groups of customers engage in a deep connection, integrating their 

available resources and competencies to co-create “use-value” (Woodruff & Flint, 

2006). The integration of youngsters and PwD’s resources and competencies through 

Unidos, promotes not only the development of their soft skills (leadership and 

teamwork), but also community empathy and thus wellbeing, generating what has been 

called “transformative-value” (Blocker & Barrios, 2015). 

The transformation of beneficiaries into clients carries profound implications. As 

the saying goes, “A beneficiary is someone who must be grateful that we exist. A client 

is someone we must thank for our existence.” This profound change implies leaving 

behind the traditional view of beneficiaries as passive recipients of value, and coming to 

see them in a different light, as active creators of something valuable for the venture. 
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Most importantly, such a leap cannot be taken without rethinking our business models. 

In the words of Hockerts, 

[Traditional] Businesses might perceive the skill sets of marginalized people as 

antagonistic to their own profit-seeking goals. However, one can equally think of 

the current businesses processes as antagonistic to the unique and potentially 

valuable skills sets of marginalized people. In such a view, the reason why 

marginalized people are excluded does not lie in themselves, but rather in the 

unfit way in which traditional businesses operate (2015, p 210).   

1.5.2.3 Value Capture 

The evolution from NPO to SE brought with it substantial changes in the 

dynamics of value capture. As an NPO, Unidos’ business model captured value 

primarily from Board members. In the early days, those who joined the Board became 

de facto patrons of the venture; in practice, their most valuable contribution was their 

philanthropic donations. Beneficiaries were expected to pay only a small fee, adjusted 

to their paying capacity that barely covered the marginal costs of events. As a result, the 

organization was chronically underfunded, which as the organization’s insiders reported, 

held back its growth.
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Table 1.4 Comparing the components of the two business models 

BM 
consolidated 
elements 

Origins and Early Growth (1987-2003) Pivoting towards a new model (2015-2019) 

Value proposition 

Customer segment 1 (Families of PwD): Unidos offers a setting 
where their tutored PwD will increase their self-esteem and 
socialization skills.   

Customer segment 1 (families of PwD): Unidos offers a setting where mentored PwD will increase 
self-esteem and socialization skills. 

Customer segment 2 (PwD): Unidos offers opportunities for 
lively leisure activities that are usually extremely scarce for this 
target population. 

Customer segment 2 (PwD): Unidos offers an opportunity to build meaningful relationships with 
nondisabled peers, ranging from acquaintances to true friendships.   

 
Customer segment 3 (people without disabilities): Unidos conceives and manages innovative 
experiences with PwD that bring about personal growth and self-awareness. 

Value creation 
and delivery 

Activities: Unidos provides highly reliable event organization 
and logistics.   

Activities: Unidos excels at facilitating meaningful deep human connections between groups of PwD 
of different ages and their non-disabled peers. Unido generates spaces for deep self-reflection, where 
clients develop empathy and find meaning in life, as well as work-relevant soft skills --such as 
teamwork and leadership.   

Resources: Unidos excels at event organization, logistics, 
training staff and volunteers to coordinate events, and mobilizing 
volunteers and donors. In fact, Unidos relies mostly on 
volunteers to carry out essential tasks in implementing events 
and engaging the targeted population.   

Resources: Unidos excels at event organization, logistics, training staff and volunteers in coordinating 
events. It also excels at creating an environment where its clients can connect between themselves 
and with each other, creating memorable experiences.   

Partners: fluid relationships with neighboring private high 
schools and colleges, whose students are required by law to 
perform community service. This becomes a source of 
volunteers, some of whom go on to become paid staff. Unidos' 
governance body is populated by business leaders who are 
willing to donate their time and financial resources 

Partners: fluid relations with neighboring private schools & colleges, whose students are mandated by 
law to carry out social services.  
Unidos' governance body is populated by business leaders, who give the organization pro-bono 
strategic advice and stewardship. 
Unidos' past customers become brand ambassadors who generate mouth-to-mouth awareness within 
their networks.  

Value capture 

Cost structure: limited fixed costs consisting primarily of a small 
staff. Cost structure dominated by variable costs associated with 
each event. 

Cost structure: limited fixed costs, consisting primarily of a small staff. Cost structure dominated by 
variable costs, associated with each event. 
As Unidos is now a national organization, it incorporates overhead to cover HQ administrative costs in 
the budget for every project.   

Revenue model: Based on philanthropic donations: volunteers 
donated their time, board members donated money, and most 
required resources (bus for transportation, airplane tickets, movie 
theater tickets, food, etc.) were donated by stakeholders. In 
addition, the organization sought to cover the few inputs that 
could not be obtained free with “prices” charged to families of 
PwD, adjusted to their paying capacity.   

Revenue Model: funded primarily by Unidos' services targeting two different groups of clients (PwD 
and nondisabled peers). PwD's contributions are adjusted to the families paying capacity. Unidos 
welcomes donations but resources dedicated to pursuing them are minimal. 

Value 
architecture 

Volunteers are considered unpaid members of the organization’s 
value chain who team up with paid staff to deliver services to the 
target population of PwD. Unidos’ goal is to provide a solution to 
a social problem.   

Both types of participants are seen as co-creators of experiences for their counterparts. Unidos’ goal 
is to facilitate an environment that will enable life-changing experiences by acquiring values and 
empathy. 
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In the SE phase, those who had hitherto been considered beneficiaries and 

volunteers came to be seen as clients, creating two revenue streams for the venture. As 

a consequence, Unidos increasingly relies on capturing value from the sale of services 

to those two groups. As mentioned earlier, the SE has been systematically gaining 

financial autonomy; as of this writing, it obtains around half of its revenue from the sale 

of services and that proportion is increasing. The relevance of the newly defined group 

of clients (non-disabled young people) has also been increasing in terms of value 

capture. While in 2015, 78% of revenue came from PwD and 22% from non-disabled 

people, by 2018 that proportion had evolved to 60%–40%, according to the 

organization's records. Since 2014, Unidos’ client base has been increasing at a CAGR 

of 6.5%; as of 2018, the SE was reaching over 5,000 people each year. Finally, while 

Board members still willingly contribute donations, the organization's reliance on those 

donations is declining.  

1.5.3 What have we learned about BMI on social purpose organizations? 

This case study responds to Sosna et al. (2010), who underscored the paucity of 

retrospective analyses of BMIs, and of the organizational processes of trial-and-error 

involved. Specifically, we shed light on the specific ways in which a SE successfully 

innovated its business model, something repeatedly called for by previous studies 

(Olofsson et al., 2018; Wilson & Post, 2013). We end this analysis with a set of 

exploratory propositions. 

In the early days of Unidos as an NPO, innovation was triggered by a series of 

people-events that motivated the entrepreneur to turn an insight into a viable business 
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model. As the story of Unidos' founder is not uncommon in this regard, it stands to 

reason that personal triggers will be the primary driver that sparks innovation in startup 

SEs. To put this idea to the test, we craft the following proposition: 

P1. People-events are the primary drive behind BMI in startup social 

enterprises.  

Encouraging early results and the availability of philanthropic funds allowed 

Unidos as a young venture to operate and grow. In the absence of external shocks, 

successful organizations tend to engage in strategic inertia (Hodgkinson & Wright, 

2002) and conservatism (Ranft & O’Neill, 2001). As Sosna et al. indicated, that inertia is 

only likely to be countered when the organization hits a wall and finds its business 

model is untenable due to major changes in its environment (2010). Thus, it may as well 

be that viable SEs will leave their comfort zones and engage in costly and difficult 

business model experimentation only when challenged by difficult contexts. To put this 

idea to the test, we formulate the following proposition: 

P2. Challenging context-events are the primary driver that prompt viable social 

enterprises to experiment with their business model.  

From a theoretical perspective, it is interesting to ask what separates the 

unsuccessful attempts of the transitional period from the successful pivot of the last 

period. In this analysis, we provided a clear answer to that question. The early 

innovation attempts made during the transitional period (2003–1015) followed an 

“inside-out” pattern and were crafted through an analytical approach (McGrath, 2010) 

that led to the identification of “core competencies.” Based on its internal analysis, 
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leadership sought to diversify toward related business lines that leveraged those core 

competencies. On the other hand, the innovation efforts of the last period (2015–2019) 

followed an outside-in path using a discovery-driven approach. To put this finding to the 

test, we offer the following theoretical propositions:  

P3. Social enterprises’ efforts to innovate their business models are ineffective 

when they are driven by analysis and follow an inside-out pattern.  

P4. Social enterprises’ efforts to innovate their business model are effective 

when they are discovery-driven and customer-centered.  

By virtue of a discovery-driven insight, the SE pivoted, creating a platform-

inspired business model. Different types of values were cocreated on the platform by 

the groups of customers involved, who brought together and integrated their resources 

and competencies. To put these ideas to the test, we craft the following propositions: 

P5. The integration of customers’ resources and competencies through a 

platform business model enables SEs to co-create different forms of value. 

P6. The creation of viable platform-inspired business models will enhance an 

SE’s ability to capture value. 

Our study presented a case study of how an SE built a platform-based business 

model that differs from traditional “pipe”-type linear business models (Choudary, 2015). 

We have also shown how this business model enabled the co-creation of different types 

of value (such as context-value, use-value and transformative-value), thus enriching the 

platform’s appeal to the groups that connect through it. In turn, this enhanced appeal 
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increased the venture’s financial autonomy (through two revenue streams), its capacity 

to escalate, and ultimately its impact. In this way, we bridged the literature that 

examines BMI in SEs with that of platform business models, and with the Service-

Dominant Logic perspective, something that had not been done to date 

1.6 Conclusion 

At the outset of this investigation, we defined our aim as exploring the 32-year-

long journey experienced by a traditional NPO as it worked to become a market-

oriented SE, focusing our attention on its business model. To understand this journey, 

we sought to identify trigger-events of organizational change (Poole et al., 2000) that 

impact business model building blocks (Osterwalder & Pigneur, 2005, 2010) and 

elements (Bocken et al., 2014; Richardson, 2008; Saebi et al., 2017). This study is not 

without limitations. Our case selection was based on the premise that the business 

model that emerged as the result of a protracted process of innovation is superior to the 

one it replaced. While the available data, both qualitative and quantitative, gives 

credence to this premise, as of this writing the new business model has been 

operational for only about four years. Time will tell the extent to which Unidos’ new 

market orientation will fulfill its promise of delivering financial autonomy, enhanced 

scalability, and ultimately, increased impact. Further studies should take a longitudinal 

approach using a wider time-window to test whether this premise can be empirically 

validated. The combination of a market-driven logic with a social mission is not without 

its risks, and mission drift is paramount among them (Cornforth, 2014). In addition, this 

study was based primarily on retrospective interviews, a data source that relies on 

people’s memories. As Wall and Williams (1970) noted, human memory is fallible, and 
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the interpretation of the importance of events in people’s lives can vary over time. 

Strong cognitive processes such as rationalization, simplification, attribution, self-

presentation, or simple lapses of memory can cause errors of recall (Wolfe & Jackson, 

1987). In addition, recent events are likely to be recalled more vividly than earlier 

events, which creates a bias (Glick et al., 1990). 

Finally, while not strictly a limitation, purposeful sampling limits the 

generalizability of our findings. Researchers interested in carrying this line of research 

forward may put our exploratory propositions to the test with other methodological 

approaches, to validate, extend or challenge our findings. Despite its various limitations, 

we are confident this study contributes to the collective understanding of the relatively 

unexplored process of BMI in SEs. We are convinced that this is a critical knowledge 

gap, and that filling it will ultimately bring out the full potential of SEs as they work to 

accomplish their missions. 
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1.8 Appendix 

Table A1.1 List of interviewees’ positions 

Interviewee Position Contribution to Study 

 

3rd Executive Director since 2011 / Currently National 

Director 

Working in UNIDOS since 2000 

 

Strategic choices 2011 - September 2019, Financial and 

impact development 

Founder / 1st Executive Director up to 2000 / Current 

Council Member 

Foundation, configuration of activities in early years, 

strategic choices throughout the entire life of the 

organization 

Local Director, City of Puebla Adoption and contribution to changes in other sites 

Local Director, City of Queretaro Adoption and contribution to changes in other sites 

Current Board President 2016 - 2019 Strategic choices 2016 - September 2019 

Former Board President 2013 - 2016 Strategic choices 2013 - 2016 

Manager of juniors program since its inception Sales, customer relations and contributions and adoption 

of changes made to the program 

Manager of youngsters program Sales, customer relations and contributions and adoption 

of changes made to the program 

Manager of company program since its inception Sales, customer relations and contributions and adoption 

of changes made to the program 

Manager of Quality and Innovation Innovation, data and analysis of the changes’ impact 

Mother of youngster with disability who has participated 

in Unidos for 12 years 

User's perspective of changes implemented to the 

service 

Sister and guardian of a youngster with disability who has 

participated in Unidos for 5 years 

User's perspective of changes implemented to the 

service 

Youngster ally who has participated in Unidos for 5 years User's perspective of changes implemented to the 

service 

Youngster ally who has participated in Unidos for 2 years User's perspective of changes implemented to the 

service 

Mother of child with disabilities in junior program who has 

participated in Unidos for 3 years and a youngster without 

disabilities that participates as an ally 

User's perspective of changes implemented to the 

service 

Mother of non-disabled child who has participated in 

juniors program for 2 years 

User's perspective of changes implemented to the 

service 
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Abstract 

Purpose: The purpose of this study is to identify how the value dynamics of the 

freemium business model (BM) play out in a social enterprise. 

Design/methodology/approach: We draw on a multiple case study of two social 

enterprises –one nonprofit (Aravind Eyecare) in Asia and one for-profit in Latin 

America (Biodent)– to analyze the implications of applying the value architecture of 

a freemium BM to social enterprises. 

Findings: The freemium BM departs from standard practice when applied in social 

enterprises. Meaningful differences include the feasibility/desirability of converting 

free users to paying ones, the presence of significant variable costs –which requires 

balancing the ratio of free and paying customers– and the use of nontraditional 

pricing schemes to enhance value capture. The social freemium BM can increase 

scalability, value creation and value capture. Under this model, “beneficiaries” can 

be more than passive recipients of value and contribute to a venture’s success in 
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various ways –such as lowering its operational costs or enhancing its value 

proposition toward third parties.  

Originality: While in the past years commercial enterprises have been disrupted by 

the emergence of freemium platforms, the social enterprise field has barely taken 

notice. We extract lessons and implications from this paradigmatic change for the 

theory and practice of business model innovation in social enterprises, of particular 

relevance to Latin America, where social and environmental disequilibria remain a 

recurring feat.  

Keywords: Freemium, business model innovation, social entrepreneurship, value 

creation, AoM_Mex2020 
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2.1 Introduction 

In the last three decades, many traditional markets have been shaken by the 

emergence of disruptive business models (BM). One of them is the freemium BM, a 

platform where value creation and capture is facilitated through cross-side network 

effects between two groups: one who receives a free/subsidized product and another 

who pays for an enhanced version of the product (Russell & Cohn, 2012). The 

freemium BM has substantially affected the lives of most of us (in way of example, 

this paper was written on a freemium platform, the G Suite), creating enormous value 

to users at virtually no cost. 

Arguably, the prospect of creating substantial value for those in need at low 

cost would constitute an intriguing proposition for any social entrepreneur. While 

social ventures have depended historically on charity/philanthropy (Battilana & 

Dorado, 2010), nonprofits have faced a steady decrease in private philanthropic 

donations (Salamon et al., 2003; Sanborn & Portocarrero, 2008). In response to such 

a challenging environment, nonprofits have sought to combine their social missions 

with market principles in pursuit of greater autonomy and enhanced impact (Battilana 

& Dorado, 2010), resulting in experimentation and change in these organizations' 

BM (Reficco et al., 2020). In consequence, social enterprises (hereafter SE) have 

turned into a powerful mechanism to alleviate poverty and bring about institutional 

change. However, their collective potential is still unrealized (Palomares-Aguirre et 

al., 2018). The aspiration to gain financial autonomy, enhanced scalability, and 

ultimately increase impact, remains an ever-present concern among these 

organizations (Reficco et al., 2020).  
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A relevant driver behind BM experimentation has been mutual learning 

between for-profit and not-for-profit organizations (Austin et al., 2007). This study 

seeks to extract lessons from commercial enterprises' practices (Austin, Gutiérrez, 

et al., 2006) particularly the freemium BM, that may prove useful for SEs. To explore 

that notion, our efforts were guided by the following research questions: Do we find 

some of the dynamics identified in commercial freemium BM in our sample of SEs? 

If so, how did those dynamics play out in the experiences studied? 

To answer those questions, we carry out an exploratory analysis of a multiple 

case study. To our knowledge, no study had empirically analyzed the implications of 

applying the value architecture of a freemium BM to SEs. Findings reveal that the 

application of the freemium BM to the domain of SE departs from commercial 

practice in several ways, including the feasibility/desirability of converting free users 

to paying ones, the existence of significant variable costs --which impose the need 

to balance the ratio of free and paying customers-- and the use of nontraditional 

pricing schemes to enhance value capture. When SEs operate under a freemium 

BM, "beneficiaries" can be more than passive recipients of value and contribute to 

the venture’s success in various ways. As found in other platform-inspired 

commercial BM, connecting otherwise disparate groups strengthened the studied 

SEs. Findings suggest that it is time for SEs to go beyond the traditional view of 

“pipe” BM, and embrace the “platformed revolution” (Choudary, 2015) to enhance 

scalability, value creation, and value capture. 

The remainder of the paper proceeds as follows. We begin by reviewing the 

relevant academic literature related to SEs, business model innovation, and the 

freemium BM. We then describe our multiple case study methodology, as well as the 
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inductive and comparative analysis carried out. Subsequently, empirical findings 

around our two cases are presented. Finally we end the article with the limitations of 

our study, recommendations for further research in the field and conclusions. 

2.2 Literature review 

2.2.1 Social enterprises 

Before the turn of the century, SEs were viewed as not-for-profit 

organizations (NPO) that were implementing market-driven programs (Dees et al., 

2002). These organizations were mostly funded through philanthropy, with a 

unidirectional and linear value flow --from donors to beneficiaries. A widely shared 

understanding was that “the social entrepreneur is overwhelmingly a nonprofit 

sector phenomenon’’ (Peredo & McLean, 2006, p. 61). 

At the beginning of the new millennium, however, a debate ensued on the 

organizational identity of the SE (Austin, Stevenson, et al., 2006). The traditional 

sector-based understanding crumbled when both theory and practice opened up to 

the possibility of having for-profit SEs (Peredo & McLean, 2006). In the last years, 

an emerging consensus sees the concept of SEs agnostic as to organizational 

form (Peredo & McLean, 2006; Santos, 2012; Grassl, 2012). For the sake of this 

article, we define a SE as an “entrepreneurial activity with an embedded social 

purpose” (Austin, Stevenson, et al., 2006, p. 1). 

As the divide between social and commercial enterprises became porous, a 

steady process of mutual learning unfolded (Austin et al., 2007). While they 

evolved, many SEs ceased viewing their missional group as beneficiaries and 
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began looking at them as clients, engaged in a value exchange with the enterprise 

(Yunus et al., 2010). The difference is not just semantical and carries with it 

profound implications: “A beneficiary is someone who must be grateful that we 

exist. A client is someone we must thank for our existence” (Reficco et al., 2020, p. 

10).  

While we have come a long way in re-signifying the role of SEs’ targeted 

groups as clients, the emergence of new BMs opens up new possibilities that may 

enrich both theory and practice. Most SEs still conceive themselves around a 

traditional “pipe” business model (Choudary, 2015), where value flows 

unidirectionally, in a linear fashion. In platform models, however, traditional roles 

become more complex, and customers may contribute to enhance the venture's 

value proposition (Kumar, 2014). To date, the SE literature has taken little notice of 

this paradigm shift, drawing implications from it; this is the gap we seek to start 

filling through this article.  

2.2.2 Business model innovation 

Organizations have increasingly relied on innovations in their products and 

organizational processes to fend off contextual challenges and remain competitive 

(Witell et al., 2016). More recently, both entrepreneurs and established organizations 

also began to reshuffle their BM as a novel source of innovation and strategic 

renewal (Baden-Fuller & Volberda, 1997). In such a way, they were able to conceive 

new value propositions, remain competitive, and foster growth (Chesbrough, 2010; 

Teece, 2010).  
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A commonly used definition states that a BM is the architecture of the 

company’s mechanisms for creating, delivering, and capturing value (Teece, 2010). 

The extant literature defines that a BM consists of four components: the firm’s value 

proposition, the value creation and delivery system, the value capture system, and 

the value architecture that binds all the activities of the firm (Bocken et al., 2014; 

Saebi et al., 2019). Studies on BM innovation have looked into different industries, 

but digital platforms in general and freemium-based ones in particular, have 

maintained a prominent place in this literature (Wirtz et al., 2016;).  

2.2.3 The Freemium Business Model   

"Freemium" (a neologism that combines two words, free + premium), is a BM 

that emerged in the information and communication technology industry, when 

software companies such as Adobe developed light versions of applications that 

were freely available, reserving the full-featured product to those willing to pay a 

price (Kumar, 2014). The value proposition of the freemium BM is to create value for 

at least two customer groups, by discriminating between their distinct demands and 

their willingness to pay (Russell & Cohn, 2012). 

While there are variants of the freemium BM in terms of the product offered, 

time, and revenue model (Murphy, 2011), they all share the same defining trait. In 

essence, the value architecture of the freemium business model relies on a platform 

structure that provides a bi-directional value flow between two user groups (Russell 

& Cohn, 2012). The free (or heavily subsidized) group provides the product with the 

critical mass it needs to become a useful platform --thereby generating network 

effects for all users. The paying group provides the platform with the cash flow it 

needs to justify investing in its infrastructure. Thus, a value exchange ensues 
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between both groups. These are called cross-side positive network effects: “a 

platform’s value to any given user largely depends on the number of users on the 

network’s other side” (Eisenmann et al., 2006, p. 2). 

While traditional value chains follow a unidirectional linear flow from the 

company to the customer, in platforms, all connected groups benefit (directly or 

indirectly) from each other. These connections are critical to value creation, 

exchange, capture, and organizational strategy (Alstyne et al., 2016). This marks a 

clear contrast with other practices that may bear similarities. For example, tier-pricing 

is a marketing practice that consists in offering a portfolio of offerings within a product 

category with different price points, to enhance total revenue (Mohammed, 2018). 

Such practice does not say anything about organizational strategy: companies as 

different as Costco (a volume-driven cost leader, where private labels that target 

price-sensitive customers are prominent) and Apple (a textbook example of 

differentiation), both engage in tier pricing, although their value drivers and strategies 

are entirely divergent. Nor are there any positive cross-side effects between the 

different groups engaged: the customer buying the cheap private label does not 

create value for the customer buying the most expensive category leader, or vice 

versa. Something similar could be said of other marketing tactics such as free limited 

trials, or seeding trials, or "bait and hook" tactics. While on the face of it all these 

tactics offer different prices, they do not say anything about how value is created, 

exchanged, or captured by the organization. 

The application of the freemium BM described here entails price-subsidization 

(Alter, 2003). The use of cross-subsidies among customer segments in SE has been 

described as "a seductive, but dangerous mechanism" (McMullen & Bergman, 2018, 
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p. 409). According to McMullen and Bergman, price discrimination seeks to 

maximize affordability for the poor, irrespective of cost factors or market conditions; 

thus, "it can impair social entrepreneurs' ability to learn from the market" (2018, p. 

410). The freemium BM goes beyond cross-subsidizing and follows a clear market 

logic, which seeks to maximize value creation by exploiting cross-side positive 

network effects between the segments served.  

As the platform literature has pointed out (Kumar, 2014), low marginal costs 

led freemium-based BM to shift their focus away from capturing value, towards 

creating value for consumers (Chesbrough & Rosenbloom, 2002). Such a focus fits 

nicely with social entrepreneurship, which also seeks to focus on value creation and 

to merely “satisfice” on value capture (Reficco et al., 2018; Santos, 2012). To date, 

no study has looked into how the dynamics described by the Freemium literature 

may play out in SEs, a gap that this study seeks to partially fill. With this approach, 

we heed to Santos’ call, for whom “there is much to be gained by understanding 

what types of business models and strategies can be developed when the main 

driver of action is value creation, not value capture” (Santos, 2012, p. 346). 

2.3 Methods 

To explore the phenomenon at hand, we draw on a “multiple” (Yin, 2003) or 

“collective” case study (Stake, 2005). This approach allowed the authors to explore 

intricate inter-organizational processes (Yin, 2003), and compare them across 

organizations to recognize relationships among constructs, unearthing theoretical 

insights (Yin, 2003).  

2.3.1 Case Selection 
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Cases were selected following the guidelines proposed by Eisenhardt (1989) 

and Patton (2002) for "purposeful sampling" --where the sample is the opposite of 

random and is explicitly selected based on specific criteria. Two selection criteria 

were established:  

(1) the organization must be driven by a social mission; 

(2) the enterprise’s BM had to fit the freemium model, as defined in the extant 

literature. 

Through public secondary sources, we carried out an extensive quest for SEs 

that offered the same core service/product but catered to the distinct needs of two 

different groups: a low-income segment, and a relatively affluent segment with 

paying capacity. A group of 9 SEs with a freemium-like BM was identified and 

subsequently approached to better understand their business models. Through this 

screening, the authors were able to determine if at first glance there was evidence 

of cross-side positive network effects between the groups connected by the BM. As 

a result, only two SEs remained in our sample: a nonprofit (Aravind Eyecare) and a 

for-profit (Biodent).  

The selected SEs are demonstration case studies, with the potential to show 

“what may be” in the way of analytical generalization (Gomm et al., 2000, p. 93). This 

is particularly true of “information-rich cases,” which offer the depth and richness 

required to understand a novel phenomenon in detail (Patton, 2002). Please find a 

detailed description of both SEs in the Results section. 

2.3.2 Data collection and analysis 
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Data collection spanned for over a year, gathering information from several 

sources for triangulation purposes (Miles & Huberman, 1994). We started by 

reviewing all available secondary sources to develop a grounded understanding of 

each enterprise’s BM. Next, we performed five semi-structured interviews, lasting 

about 90 minutes on average, three with one of Biodent’s founders and two with 

clinic personnel. Interviews were organized in thematic axes related to the 

organizations’ BM and career paths for personnel. Interviews were recorded digitally 

and then transcribed on paper. In the case of Aravind, the wealth of data available 

from published sources proved to be enough for this study.  

A case study protocol was prepared (Cook & Campbell, 1979), and filled out 

with descriptive answers and field observations from researchers. Data were then 

subjected to within-case analysis and cross-case analyses (Eisenhardt, 1989). The 

former sought to understand the processes through which each sampled enterprise 

created and captured value for the distinct groups reached by the business model. 

The latter compared those dynamics to unearth insights through a structured 

analytical comparison, which were used to build theory (Miles et al., 2014).  

A thematic analysis (Lapadat, 2010) was carried out, facilitating a dialogue 

between facts, emerging patterns, and pre-existing theoretical frameworks. Once the 

initial codification was completed, it was reviewed by a different co-author, to ensure 

intercoder reliability. In every case of disagreement, a third coder (senior co-author) 

made an independent analysis of the text, and all three coders discussed their 

differences to arrive at a shared judgment (Scott, 1955). After fact-driven coding was 
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completed, we carried out a second wave of top-down coding, trying to understand 

studied phenomena regarding extant literature.  

2.4 Results  

2.4.1 Aravind (within-case analysis) 

2.4.1.1 Case summary  

India features around nine million people with cataracts. The illness is treatable 

through surgery, which consists of removing the damaged ocular lens and replacing 

it with an artificial one. However, this surgery is rarely available to the poor, due to 

problems of affordability and physical access to treatment.  

In 1976, Dr. Venkataswamy decided to confront this problem by founding the 

Aravind clinic in India with the mission of “eliminating unnecessary blindness through 

compassionate and quality eye care affordable to all.” Inspired by McDonald's 

approach to service, the new enterprise implemented a Taylorian line of production 

for cataract surgery procedures, which ensured consistency and quality in large 

volumes (Virmani & Lépineux, 2016).  

This approach has allowed Aravind to offer service to all in need, regardless 

of ability to pay. Since its foundation, Aravind has handled 52 million outpatient visits 

and has performed over 6 million surgeries, of which around ⅔ have been either 

completely free or heavily subsidized (Aravind Eye Care System, 2018). The ⅓ of 

paying users receive the same medical service as free ones but enjoy a few 

advantages --such as more spacious accommodation or air-conditioned rooms. 

2.4.1.2 Value creation and capture through the freemium BM.  
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A distinct feature of Aravind’s BM is that it targets two patient groups: free (or heavily 

subsidized) and paying customers. Paying customers are usually low-middle class 

patients from urban areas, who generate significant cash flows for the venture: fully 

paid surgeries and consultations account for approximately 80% of the 

organization's revenue (Rangan, 2007). 

Non-paying customers are usually poor dwellers from nearby small rural 

towns (usually within a 25-mile radius of Aravind facilities). This vast group also 

creates value for the enterprise in five distinct ways. First, the massive user base 

allows Aravind for a high asset turnover. While in commercial enterprise asset 

turnover is traditionally used to measure the efficiency of a company's use of its 

assets in generating sales revenue, SEs use it to measure the efficiency of its asset 

base to maximize impact. Most of Aravind's costs (60%) are fixed: the impact of 

those can only be leveraged through a sizable output, which will enable a low-cost 

per surgery through scale economies (Rangan, 2007). In Aravind’s Madurai clinic, 

there is a consistent average bed occupancy of 90% (Rangan, 2007). High asset-

turnover and a factory-inspired production line conspire to lower unitary costs of 

service delivery (Virmani & Lépineux, 2016); Aravind performs cataract surgeries at 

one-thousandth of the cost that regular clinics have for comparable services 

(Rosenberg, 2013).  

The broad basis of free users benefits the enterprise in two other related 

ways: Aravind provides a platform for best-in-class training for its surgeons and it 

attracts top talent from all over the world. An Aravind surgeon performs around 2000 

eye surgeries per year, compared to 250 eye surgeries by doctors in comparable 

hospitals in India and 125 in the United States (Virmani & Lépineux, 2016). Quality 
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is as remarkable as productivity: Aravind has less than half of the complication rates 

found in comparable surgeries performed in the United Kingdom (Rosenberg, 2013). 

The massive flow of surgeries has proven an effective platform for attracting world-

class surgeons (Seelos, 2014); Aravind developed a microsurgery training course 

that has a three-year waiting list (Ravilla, 2014). Consequently, Aravind surgeons 

are considered to be the world’s best in their specialty (Haripriya et al., 2012).  

The broad base of users creates value in a fourth way, by enabling large scale 

manufacturing that benefits both free and paying patients. In 1991, when operations 

reached critical mass, Aravind decided to internalize the production of critical 

supplies by creating the sister NPO Aurolab. This generated substantial savings, 

bringing down the cost of many consumables, including IOL (lenses) which went 

from US$ 200 each to US$ 2, with comparable or even better quality than US-made 

substitutes (Ravilla, 2014). As of 2014, Aurolab produces around 7% of the world’s 

IOL sold in over 120 countries generating significant revenue for the organization 

(Joshi & Röhrig, 2014; Seelos, 2014). 

Last but not least, the broad basis of free/subsidized patients is critical to 

brand equity and goodwill. Aravind has made a name for itself as a powerful tool for 

social transformation, capable of dealing with a social problem on a large scale with 

a quality solution that is financially sustainable. This attracts medical talent and 

institutional donors, which in turn enable critical components of the BM. Even more 

critical, the reputation of being best-in-class in dealing with cataracts, attracts paying 

customers. As it happens with any fixed-cost, brand-building is enabled by size 

economies. 
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In sum, this reciprocal flow of value between free and paying patients has 

enabled value creation and capture for Aravind’s BM. To grasp its impact, Le et al. 

(2016) estimated that if Aravind’s model were to be applied to the whole country to 

tackle blindness and low vision of around 30 millions Indians, it would cost around 

US$ 3 billion with an estimated net economic benefit of US$ 13 billion.  

2.4.2. Biodent (Within-case Analysis) 

2.4.2.1 Case summary 

It is estimated that 80% of Mexicans have oral health problems (Sentíes, 2013). This 

condition originates due to problems of affordability, accessibility, and lack of dental 

hygiene habits (Colunga et al., 2017). If neglected for sustained periods, dental 

problems can lead to cardiovascular diseases and diabetes, entrapping patients in 

a costly cycle of treatment which could be preventable through proper education 

(Ashoka, 2013). 

In 2011, Edgar Martínez and his wife Angélica Villafañe decided to tackle this 

issue, by starting a dental education program for low-income schools that 

significantly reduced the appearance of cavities. As a result of its success, 

concerned mothers approached the entrepreneurs enquiring about available 

solutions for affordable dental care. As there was not any such place, Edgar and 

Angélica resolved to open a dental clinic called "Biodent" with a clearly articulated 

vision: "we make dental health a right for everyone."  

Biodent applied Taylorian principles to dental health, focused on efficiency 

and labor productivity. As a result, Biodent has managed to significantly reduce 

treatment costs through a BM aimed at providing high-volume operations: 50 weekly 

procedures in comparison to 20 weekly procedures on traditional clinics. This is not 

https://www.zotero.org/google-docs/?broken=KiO93f
https://www.zotero.org/google-docs/?broken=gbSpQR
https://www.zotero.org/google-docs/?broken=gbSpQR
https://www.zotero.org/google-docs/?broken=gbSpQR
https://www.zotero.org/google-docs/?broken=Lwyp1q
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done at the expense of quality: Biodent features an industry-competitive retreatment 

rate of 4%, and a net promoter score of nearly 80 (E. Martínez, personal 

communication, Jan 11, 2019). 

Located in Oaxaca, one of Mexico’s poorest states, Biodent’s five clinics 

perform around 10,000 procedures annually, of which ⅓ are completely free, while 

the remaining ⅔ are done with prices 30-60% below the market average (E. 

Martínez, personal communication, Jan 11, 2019). The in-school program provides 

a steady flow of patients, mostly children from rural, indigenous, or low-income 

communities, receiving treatment for the very first time in their lives (Ashoka, 2013). 

2.4.2.2 Value creation and capture through the freemium BM 

Biodent’s BM targets two user groups (paying and free/heavily subsidized) to create 

and capture value. The group of paying customers (about 65% of the patients) 

generates the necessary cash flow to operate. At the same time, the volume 

generated by the subsidized users benefits the enterprise in five ways. First, users’ 

large volume generates high asset turnover. Among Biodent’s total costs, around 

64% are fixed (E. Martínez, personal communication, Jan 11, 2019); when leveraged 

through a large output, the impact of fixed costs per patient decreases substantially, 

giving the possibility of pricing those who could not afford to pay full price, at (or 

near) marginal cost.  

Despite the high leverage of fixed costs, Biodent still needs to cover non-trivial 

marginal costs, such as resins. While in its early days Biodent paid for its resins 

around US$ 30 per patient, bulk purchases (made possible through Biodent’s large 

scale operation) enabled savings of ⅔ over that amount (E. Martínez, personal 

communication, Jan 11, 2019). Size economies emerged from the broad base of 
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subsidized customers; venture leaders are confident that they will generate new 

savings as they continue to amass scale in their operations. 

Large scale operations benefit the SE in two additional related ways. While 

recent graduates from dental medical schools in Mexico have various career options, 

in reality only the alternative of starting their own practice offers realistic prospects 

of a rewarding career (Colunga et al., 2017; Novelo et al., 2013). However, this 

option requires a considerable investment. Hence, aspiring professionals perceive 

dentistry as a practice only suitable for those who can afford that capex (Ashoka, 

2013; Colunga et al., 2017). This traditional model also has the unintended effect of 

keeping prices high, as a few private patients bear on their shoulders the burden of 

covering the private practice’s total costs. Such a situation perpetuates a cycle that 

alienates youngsters from a career that is needed from a social standpoint, as 

demand for dental services would soar if services were offered at affordable prices. 

In Biodent, a dental graduate performs 2-3 times more procedures than they 

would otherwise do in private practice --while at the same time earning a competitive 

salary (E. Martínez, personal communication, Jan 19, 2019). This allows them to 

quickly gain experience, reputation, and the prospect of upward mobility in the 

corporate ladder. In around two years, dentists may get promoted to the position of 

Clinic Coordinator, which represents a substantial improvement over their best-

foregone alternative in traditional private practice (E. Martínez, personal 

communication, Jan 11, 2019). Biodent is currently evaluating the possibility of 

offering its dentists a franchise, which would take this logic one step further. In sum, 

volume operations offer a platform for intensive training that generates specialized, 

quality dentists, and a clear path for career development. The operational 

https://www.zotero.org/google-docs/?broken=Js1uWW
https://www.zotero.org/google-docs/?broken=Js1uWW
https://www.zotero.org/google-docs/?broken=Js1uWW


   

84 
 

efficiencies built into Biodent's BM allows it to offer young professionals competitive 

salaries (above opportunity costs) while offering affordable prices to users (below 

prevailing market prices).   

Finally, the scale generated by the free/subsidized users has been useful to 

build brand equity and goodwill. Biodent has built a reputation for itself in being best-

in-class at dealing successfully with an acute social problem on a large scale. In 

some cases, dealing with difficult target populations may generate an "acid test" of 

credibility in the eyes of well-off prospective customers, who seek quality instead of 

affordability. By their own account, many patients from all social strata are not 

attracted by Biodent's affordable prices, but by its reliability and professionalism. 

Biodent’s reputation gave it visibility, which resulted in several awards and 

international accolades and more importantly interest from impact investors 

(Biodent, 2018). The first two clinics were seeded through a Venture Philanthropy 

scheme given by a large second-tier NPO in México, whilst the following three clinics 

were funded by a local investor through a partnership scheme (E. Martínez, personal 

communication, Jan 11, 2019). Brand-building, as it happens with any fixed cost, is 

enabled by the volume generated by subsidized users. 

2.5 Cross-case analysis and discussion 

Following Eisenhardt (1989), Table 2.1 compares the evidence of the two 

cases and identifies the value flows between the different groups engaged by the 

sampled organizations’ BM. 

Based on the prior within-case analysis, this section focuses on value creation 

and value capture dynamics in sampled SEs' BM, highlighting similarities and 
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differences among the two cases (see Table 2.1), and contrasting our findings with 

those of the commercial freemium literature. Through this comparison, nuanced 

specificities emerged in the freemium BM when applied to SEs --which we shall call 

"social freemium," for expediency sake.   

Table 2.1 Summary of cross-case analysis 

 

Most obviously, paying users provided the necessary cash flow to ensure 

financial viability in both SEs. The freemium literature has shown that, as internet-

based BMs’ marginal costs approach zero, these ventures can afford to offer entirely 

cost-free services to non-paying users (Kumar, 2014; Russell & Cohn, 2012). In our 

Aravind Biodent

Paying-to-free 

side: cash flow

Enables investment in infrastructure and covers 

operating costs

Allows for investment in infrastructure and covers 

operating costs

Free-to-paying 

side: high asset 

turnover

Fixed costs (60%) are leveraged throughout a large 

base of free users, which helps defray costs per user.

Fixed costs (64%) are leveraged throughout a broad-

based of free users, which helps defray costs per 

user.

Free-to-paying 

side: training 

platform for skilled 

labor

Surgeons perform 16 times more surgeries than US 

surgeons, with lower or comparable complication 

rates. Insofar as the volume of operations translates 

into quality of service, it creates a network effect 

where all users benefit from scale.

Dentists perform 2.5 more procedures than dentists 

on traditional outlets with a net promoter score of 

nearly 80 (competitive with traditional outlets). 

Insofar as the volume of operations translates into 

quality of service, it creates a network effect where 

all users benefit from scale.

Free-to-paying 

side: volume-

based BM attracts 

talent

The prospect of developing world-class skills in 

cataract surgery appeals to doctors from all over the 

world, which turns Aravind into a sought-after 

employer.

A volume-based business model offers new 

graduates the prospect of a steeper learning curve 

and advancement opportunities, all while receiving 

an attractive compensation, instead of the costly 

and uncertain prospects of a private clinic. Both 

sides benefit from the supply of well-motivated 

professionals.

Free-to-paying 

side: economies of 

scale in 

manufacturing

A critical mass of patients enabled the internalization 

of IOL manufacturing. This brought down costs IOL 

costs from US$ 200 to US$ 2. Likewise, other high-

cost consumables are produced internally with 

significant savings. IOL and consumables produced 

internally are sold to generate revenue for the venture.

Free-to-paying 

side: economies of 

scale in brand 

building

Size has allowed Aravind to build a powerful brand, 

appealing not only to those seeking free/subsidized 

treatment but also to affluent customers attentive to 

quality. The venture received various international 

awards (commercial and social), as well as donations 

from foundations and governments.

Biodent’s large patient base has built a nationally 

visible brand (in a fragmented business where the 

prevalent model is the small private clinic). Here too, 

the brand appeals not only to free users but also to 

affluent ones. The venture received various 

international awards (commercial and social), and it 

has attracted the interest of impact investors.

Free-to-paying 

side: savings 

through volume 

purchases

A critical mass of customers enable bulk purchasing, 

which brings down the costs of consumables.

Cost of primary input (resins) reduced by ⅔ by large 

volume purchases.

Sources: For Aravind: annual company reports and other secondary sources cited throughout the manuscript. For Biodent: internal 

company documents and other secondary sources cited throughout the manuscript. 

https://www.zotero.org/google-docs/?broken=hVV6nf
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sampled SEs, however, things looked different. As with most health facilities, the 

cost structure of both sampled organizations is dominated by fixed costs, but they 

still need to deal with non-trivial marginal costs for each user: 40% in the case of 

Aravind (Rangan, 2007), and 36% in Biodent (E. Martínez, personal communication, 

Jan 11, 2019). Both SEs confronted this issue head-on, leveraging their size through 

bulk purchases and internalization of manufacturing to lower marginal costs, as 

explained.  

An important difference with commercial freemium revolves around 

“conversion” between groups of customers. Conversion is of critical importance: if 

the premium/free customers rate is too high, it may show that not enough free 

customers are joining the platform. This may signal problems with the broad appeal 

of the platform’s value proposition (value creation) and may cloud its growth 

prospects, which would prevent strong network effects. If it is too low, it may 

endanger monetization (value capture) (Kumar, 2014). The social freemium BM 

entails no conversion across groups. While in commercial freemium, the only 

difference among groups is price-sensitivity (Russell and Cohn, 2012), in sampled 

SEs paying and free customers were fundamentally different, due to the latter's 

inability to pay, vulnerability, and lack of options (Mendoza-Abarca & Mellema, 

2016).  

In commercial freemium, where marginal costs approach zero, non-paying 

users bring benefits to the platform and impose virtually no financial burden. Thus, 

the customer mix is dominated by a broad base of the non-paying type combined 

with a tiny group of paying ones: 2% to 5% of total customers served (Kumar, 2014). 

In social freemium, sizable marginal costs impose the need to keep a more balanced 
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ratio between paying/free users. If the latter were to become too big, the cash flow 

provided by the former would not suffice to cover marginal costs; if paying customers 

became too prevalent, mission and impact would be compromised (Mendoza-

Abarca & Mellema, 2016).  

The commercial freemium literature has found no ideal ratio between 

paid/free customers, and neither have we in our cases. While the specific paying/free 

customers ratio in social freemium is likely to vary from case to case, the imperative 

to balance value creation and value capture cannot be ignored. Aravind’s experience 

is illustrative in this regard: come opening-time, they usually received twice as many 

free patients as paid ones, attracted by the prospect of free/subsidized services and 

constrained by their lack of options.1 Over time, however, the ratio of paying/free 

customers became more balanced, with both groups tending to reach equal size (as 

shown in Table A2.1) For example, in Madurai (Aravind's first and best-run clinic) by 

2005 the ratio was 0.69, but by 2017 it had turned into 1.01.  For the Aravind system 

as a whole, those clinics with at least four years in operation (N=10) feature a median 

ratio of 1.11 (as shown in Table A2.1). Biodent shows a similar trend: its paid/free 

ratio is currently 1.85. As in Aravind’s case, while their early clinics began with a 

higher ratio of free patients, newly opened ones had a higher ratio of paying patients. 

For both SEs, new openings are preceded by their brand’s reputation (a size-related 

advantage), which may explain the inflow of paying customers seeking quality 

cataract surgery or dental services.   

                                                 
1
 New clinics opened at the beginning of this decade began with more patients on the paying side, but like 

more mature clinics, they too converge in time to a balanced ratio. 
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While in commercial freemium zero marginal costs enable the entirely cost-

free delivery of value, non-trivial marginal costs precluded that in sampled SEs. Our 

sample did include free patients (25% of Aravind’s surgeries are free), but most 

missional groups did pay fees --albeit subsidized. This forced SEs to reconcile their 

mission-driven impact needs (value creation), with the imperative of financial viability 

(value capture). Aravind excelled at that, seeking to capitalize on willingness to pay 

as long as the capacity to pay exists and impact is not compromised. First off, it 

charged paying customers different price points for similar services, based on user 

sociodemographic traits (Joshi & Röhrig, 2014). On the other hand, those in the 

subsidized group were offered a choice to pay or not (Velayudhan et al., 2011). This 

practice is a variant of the pay-what-you-want-model, where buyers determine 

payment and require the seller to accept any price, including zero (Mendoza-Abarca 

& Mellema, 2016). Not only does this practice enable access to destitute patients 

with absolutely no paying capacity; it also allows patients from vulnerable groups 

with some paying capacity to feel better about themselves, avoiding the stigma 

related to accepting charity (Mendoza-Abarca & Mellema, 2016). 

This study contributes to the literature in various ways. First off, we identify 

how scalability may be enhanced by leaving behind the traditional view of “pipe” BM, 

and embracing the “platformed revolution” (Choudary, 2015). Findings show that 

many of the BM features identified in the commercial freemium literature can be 

applied to the world of social entrepreneurship. However, data also showed a few 

specificities of social freemium that need to be considered. Key among those was 

the need to grapple with substantial marginal costs, which preclude the possibility of 

truly free service to non-paying customers, the non-feasibility of conversion, the need 
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to maintain a suitable paid/free customers ratio, and the use of nontraditional pricing 

schemes to enhance value capture. Those specificities in the social freemium BM 

stem from the need to follow the parallel logics (economic and social) of blended 

value creation (Emerson, 2003). As Florin and Schmidt argue, SEs need to be 

strategically malleable to successfully manage the paradox of creating both types of 

value (2011).  

Moving beyond the "piped" approach in favor of platform-inspired BM can 

unearth new opportunities. In platforms, connecting disparate groups in innovative 

ways can be an important source of value creation. A recent study (Reficco et al., 

2020) documented the experience of a social enterprise that enhanced financial 

sustainability and scalability by migrating to a platform-inspired BM. An important 

part of that transformation consisted of re-labeling the BM's stakeholders. 

"Beneficiaries" morphed into customers, as it became clear that they were much 

more than passive recipients of value. "Volunteers" also turned into customers, as 

(per their own account) they found the service received to be highly valuable. The 

interaction between both groups enabled the co-creation of unique experiences, and 

the addition of two revenue flows enabled scalability and financial autonomy for the 

social venture (Reficco et al., 2020). In a similar line, the present study's findings 

confirm that "beneficiaries" can be much more than that, which arguably would make 

this traditional label a misnomer in platform-inspired BMs. Our findings suggest that 

“beneficiaries” may be an untapped source of dynamism and growth for SEs, as long 

as they are engaged through the appropriate BM. By holding on to traditional "pipe"-

inspired BM in SEs, we may be overlooking some of the value creation potentials 

that lie dormant in vulnerable populations. In the words of Hockerts, "one can... think 
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of the current businesses’ processes as antagonistic to the unique and potentially 

valuable skill sets of marginalized people. In such a view, the reason why 

marginalized people are excluded does not lie in themselves, but rather in the unfit 

way in which traditional businesses [models] operate" (2015, p. 210).  

While this is relevant for theory, it carries with it substantial practical 

implications. As Choudary persuasively argues, “The implications of platform scale 

aren’t restricted to specific industries. Much of the disruption that we see around us 

today may be accounted for by a universal shift from linear to networked business 

models” (2015, p. 30). Yet, the field of social enterprise had hitherto barely taken 

notice of this transition. The idea that mission-critical target groups can be more than 

passive beneficiaries is not exactly new. Already in 1996, Prof. Dees' Social 

Enterprise Spectrum (1996), conceived at the commercial end of the continuum the 

possibility that beneficiaries could also be paying customers --the microfinance 

industry being a case in point. What is different about the dynamics portrayed here 

is that even non-paying/subsidized groups can strengthen the social venture through 

cross-side positive network effects between different groups connected by the BM.  

While our findings are of practical importance to any place where social 

inequities persist, they carry special significance for Latin America. This being one 

of the most unequal regions of the world, all innovations that offer the prospect of 

enhancing SEs’ scalability and impact will be particularly welcome. It has also been 

noted that this region has witnessed the emergence of a new breed of “innovative 

social entrepreneurs,” characterized by the use of out-of-the-box solutions to 

address social needs (Martínez & Dutrénit, 2017). Platform-inspired BM in general, 

and the social Freemium in particular, could help unleash the potential of this new 
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generation of entrepreneurs, instead of having them sit on their hands while they 

wait for philanthropic resources to fund their ideas. 

It is worth mentioning that the cases sampled here were not purposely built 

around the freemium platform BM; they came about as the result of experimentation 

and learning. The freemium BM was the lens used here to analyze them and identify 

relevant dynamics that could be further enhanced and incentivized. While these 

models do show the advantages of creating cross-side positive network effects 

between different groups served, their full potential could be unlocked if they were 

deliberately designed to maximize them. 

2.6 Conclusions 

At the outset of this article, we set out to investigate how the freemium BM 

unfolds in the context of a SE. Findings have shown that the social freemium model 

did enhance value creation, value capture, and scalability. For SEs based on the 

freemium BM, serving the free/subsidized is primarily about value creation (impact), 

and serving the paying side is primarily about capture (financial viability). As 

expected, studied SEs maximized the number of free/subsidized vulnerable users, 

and “satisficed” on the number of well-off paid users --capturing just enough 

financial value to ensure viability and growth (Reficco et al., 2018; Santos, 2012).  

This study is not without limitations. As frequent in case-study approaches, 

during the data gathering, process information asymmetries across cases became 

evident. While in the Aravind case we relied to a large extent on secondary sources, 

in Biodent the primary data sources were company documents and the protagonist’s 
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own accounts. Thus, the value exchange dynamics unveiled in our cases are 

suggestive, not definitive. 

At the same, those limitations open up novel avenues for future research. In-

depth case ethnographic studies can be used to unearth insights about how both 

groups feel and interact in different points of service and create value for the BM, in 

diverse industries and countries. In addition, action research projects could be useful 

to test out different strategies towards the comprehension of ratio balancing. Finally, 

as specified by Bloom (2009), there is still much to be learned on the use of pricing 

tactics in SEs, more even in freemium BMs that cater to two or more distinct 

segments.  

Phil Libin, CEO of Evernote, was quoted as saying “The easiest way to get 1 

million people paying is to get 1 billion people using” (Shmilovici, 2011). When the 

freemium BM is brought to the domain of SE, that logic could be turned on its head: 

“The easiest way to get 1 billion people using, is to get 1 million people paying”. By 

convincing a few to pay for something they find of value, we might enable a massive 

impact for a much larger crowd, at a very low cost. That is the promise of freemium 

for social entrepreneurs--we challenge them to come up with the next “Dropbox” of 

social enterprise, global and impactful.  
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Chapter 4, Paper #3: Individual Social Entrepreneurial Orientation: 

development of a measurement instrument  

 
 

Francisco Layrisse and Ernesto del Castillo  
Tecnologico de Monterrey, EGADE Business School, Monterrey, Mexico 

 

Abstract 

This paper aims to develop a measurement instrument to measure the social 

entrepreneurial orientation (EO) of individuals. As such, a measure of Individual 

Social EO was created and pretested with 170 university students and then 

validated on 1005 students from several universities in Mexico. Based on the 

literature and interviews of experts on the field of social entrepreneurship, eight 

dimensions were constructed. Three dimensions were based on the EO 

dimensions of innovativeness, risk-taking, and pro-activeness confirmed by Bolton 

and Lane (2012). The rest of the items were adapted, inspired or constructed 

according to the following: empathy from Spreng et al. (2009), sustainable vision 

from Nga and Shamuganathan (2010), resilience from Connor and Davidson 

(2003), value creation from Santos (2012) and market orientation from Lepoutre et 

al. (2013). Final analysis of the individual social EO items using exploratory factor 

analysis and confirmatory factor analysis resulted in reliable and valid measures for 

all of our dimensions.  

 

Keywords: Social Entrepreneurship, Individual behavior, Scale development  
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3.1 Introduction  

As the pursuit of social entrepreneurship continues to grow, so are the 

research-based educational and training programs directed to accelerate its 

growth. Given its increasing importance, social entrepreneurs are now front and 

center in modern society’s crusade to alleviate the myriad of social and 

environmental problems at hand (Palomares et al., 2018). Some even argue that 

they are “the second invisible hand of the economic system, this one based on 

other-regarding rather than self-interest” (Santos, 2012, p. 350). Despite its 

increasing importance and training programs, social entrepreneurs are still scarce 

(Bosma et al., 2016).  

The Global Entrepreneurship Monitor (GEM), a common reference in the 

entrepreneurial field, integrated additional questions in its annual survey to 

measure social entrepreneurial activity. Across all 58 GEM economies, the report 

found that broadly speaking, an average of 3.2% of individuals are currently trying 

to start a social entrepreneurial activity, and 3.7% of individuals are actually 

engaged as such (Bosma et al., 2016). However, with a more refined social 

entrepreneurship definition, only 1.1% are currently trying to start while merely 

1.2% actually engage in social entrepreneurial activity (Bosma et al., 2016). 

Arguably, promoting social entrepreneurial activity among the world’s youth would 

provide a myriad of opportunities for sustainable development.  

Accordingly, a fundamental question from diverse stakeholders interested in 

fostering sustainable development is, how to increase social entrepreneurial 

activity within a particular region? On the one hand, entrepreneurial activity has 

been recognized as an intentional and planned behavior (Yurtkoru et al., 2014). On 
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the other hand, education improving entrepreneurial intention has proven to be 

valuable (Kirkley, 2017). Consequently, comprehending what makes an individual 

a social entrepreneur is of utter importance in hopes of developing more social 

entrepreneurial activity. 

Progress has been made in commercial entrepreneurship where diverse 

individual entrepreneurship traits have been validated through individual 

entrepreneurial orientation (EO) scales (e.g. Bolton & Lane, 2012; Bolton, 2012). 

However, considering the longstanding debates still present on the field of social 

entrepreneurship, scale development on individual orientation has been limited. 

Moreover, the few attempts made so far (Nga and Shamuganathan, 2010) lack 

essential traits of social entrepreneurs and rigorous validation recommend by scale 

development authors (DeVellis, 2017).  

We argue that essential characteristics of a social entrepreneur must be 

included for a more useful scale. For instance, the desire to create value over the 

need to capture value (Santos, 2012) and the keenly developed trait of empathy 

(Spreng et al., 2009). A more refined validated scale to assess a person’s 

individual social EO would be of importance to continue developing the field. 

Notably, the individual social EO scale could be helpful when teaching social 

entrepreneurship as well as in developing adequate pedagogy for a particular class 

and assigning groups of students to tackle a particular challenge. Thus, 

understanding a student’s individual social EO could lead to more cohesive student 

project teams. Besides, understanding a person’s individual social EO could have 

value to social entrepreneurship incubators, accelerators and potential impact 
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investors who are screening hundreds of aspiring social entrepreneurs to support 

them. 

Following DeVellis (2017), we performed a literature review, interviewed a 

team of experts of academics and practitioners in the field of entrepreneurship and 

social entrepreneurship, and created an instrument based on eight dimensions. As 

such, this article begins by first reviewing the underpinning literature relating to 

social entrepreneurship to understand the traits of a social entrepreneur and form 

the basis of the conceptual framework of this study. Second, the methodology used 

to develop this instrument is presented in depth. Afterward, we proceed to validate 

our scale by surveying 1005 students and then using the Exploratory Factor 

Analysis (EFA) and Confirmatory Factor Analysis (CFA). Finally, a discussion and 

conclusion of our study are presented.  

The study develops 26 items belonging to 8 distinct dimensions, thus 

contributing to the development of a more refined scale to measure individual 

social EO. We argue that if social entrepreneurship is to become the “second 

invisible hand,” basic education, business, and management education can 

facilitate the development of these crucial traits in individuals. This study continues 

to do so by seeking to understand the complexities of human characteristics that 

are prone to influence a social entrepreneur’s start-up intentions. 

3.2 Literature review 

3.2.1 Entrepreneurship orientation (EO) 
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Entrepreneurship is a multi-dimensional discipline that draws from various 

fields such as economics, psychology, sociology, and strategic management 

(Mitchell et al., 2002). Thus, the definition of entrepreneurship is of an all-

compassing nature. In the most simplistic way possible, the concept of 

entrepreneurship is related to an individual who takes advantage of opportunities 

by applying innovation in an environment with limited resources (Mitchell et al., 

2002). One crucial step in understanding entrepreneurship behavior is 

entrepreneurship orientation (EO) (Rauch et al., 2009; Wiklund and Shepherd, 

2003).  

At the organizational level, EO is defined as “the strategy-making processes 

that provide organizations with a basis for entrepreneurial decisions and actions” 

(Rauch et al., 2009, p. 762). Moreover, the EO construct is usually described by 

three to five dimensions that emanate from strategy and entrepreneurship literature 

(Covin and Slevin, 1989; Miller, 1983). These dimensions are i) innovativeness: 

“predisposition to creativity and experimentation through the introduction of new 

products and services as well as technological leadership via R&D in new 

processes; ii) willingness to take risks: “taking bold action by venturing into the 

unknown, borrowing heavily and/or committing significant resources to ventures in 

uncertain environments”; iii) pro-activeness: “an opportunity-seeking, forward-

looking perspective characterized by new products and services ahead of the 

competition and acting in anticipation of future demand”; iv) competitive 

aggressiveness: “the intensity of a firm’s effort to outperform rivals characterized by 

a strong offensive posture or aggressive responses to competitive threats”; and v) 

autonomy: “independent action undertaken by entrepreneurial leaders or teams 
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directed at bringing about a new venture and seeing it to fruition” (Rauch et al., 

2009). Throughout the operationalization of these dimensions, scholars have 

provided valuable insights predicting the positive impact on firm performance (e.g., 

Lumpkin and Dess, 1996; Rauch et al., 2009; Wales, Parida & Patel, 2013). 

Moreover, the EO construct has also been applied to studies where the focus is 

individuals and not firms (Harris & Gibson, 2008).  

Bolton and Lane’s (2012) work on individual EO stands out as it has been 

used extensively in many contexts (e.g. Hu & Pang, 2013; Koe, 2016). Bolton and 

Lane (2012) reworded the valid measures from firm-level to individual level, 

concluding that only the dimensions of innovativeness (4 items), pro-activeness (3 

items), and risk-taking (3 items) were reliable and valid measure of EO at an 

individual level.   

Social entrepreneurship and commercial entrepreneurship have long been 

compared and contrasted (Austin, Stevenson & Wei-Skillern, 2006; Dees, 1998; 

Granados et al., 2011). Arguably, social entrepreneurship can be defined in 

essence as an entrepreneurial process (Austin et al., 2006; Certo & Miller, 2008; 

Mair & Marti, 2006). Moreover, social entrepreneurship has been described as 

more of an individual-level phenomenon (Hu and Pang, 2013). Thus, studying EO 

in social entrepreneurs is key to foster it, which we turn next.  

3.2.2 Entrepreneurship orientation (EO) in social entrepreneurship 

Social entrepreneurship also draws from different fields, causing confusion 

and debate among scholars into what it is. As such, social entrepreneurship means 

different things to different people and scholars (Dees, 1998). One group of 

researchers refer to social entrepreneurship as not-for-profit initiatives in search of 
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alternative funding strategies or management schemes to create social value 

(Austin et al., 2006; Boschee, 1998). A second group of researchers understands it 

as the socially responsible practice of commercial businesses engaged in cross-

sector partnerships (Sagawa & Segal, 2000). A third group views social 

entrepreneurship as a means to alleviate social problems and catalyze social 

transformation (Alvord, Brown & Letts, 2004). The fourth group of practice-oriented 

researchers from the Global Entrepreneurship Monitor (GEM) views it through two 

lenses: i) a broad lens: “any kind of activity, organization or initiative that has a 

particular social, environmental or community objective” or; ii) a narrow lens: “this 

activity, organization or initiative prioritizes social and environmental value over 

financial value; and operates in the market by producing goods and services.” 

(Bosma et al., 2016, p. 5). Some authors have incorporated the concept of 

democratic ownership into the definition in addition to the most commonly known 

market involvement and social embeddedness (Johanisova et al., 2013). Finally, 

Santos argues for moving from a normative definition and refocuses social 

entrepreneurship into value creation by “pursuing sustainable solutions to 

neglected problems with positive externalities” (2012, p.335). Overall, this lack of 

agreement has complicated the way we understand social entrepreneurship, as 

having rigorous uniform data has become a challenge (Short, Moss and Lumpkin, 

2009).  

However, Lepoutre et al. (2013) argue that three particular criteria are usually 

present in most of the social entrepreneurship definitions in the literature: i) the 

predominance of a social mission, ii) the importance of innovation, and iii) using 

market forces to generate income. In a similar effort but fine-grained, Brooks 
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(2009) summarized the most cited characteristics of social entrepreneurs to be 

innovativeness, achievement centered, independence, sense of destiny, low-risk 

aversion, tolerance for ambiguity, and social value creation. This debate has 

undoubtedly thwarted scholars to develop a scale of social EO. Nonetheless, some 

attempts have been made. 

Some scholars have researched entrepreneurial orientation in not-for-profit 

organizations (Chen and Hsu, 2013; Morris, Webb and Frankin, 2011). Others 

focused on comparing the entrepreneurial processes of commercial and social 

ventures (Lumpkin et al., 2013). Miles et al. (2013) showed that social-value-

orientation increases the level of social performance, while Coombes et al. (2011) 

concluded that the boards of not-for-profit organizations shape the organization’s 

performance and EO. More recently, a group of scholars has led the way in 

establishing a scale that measures the social EO of a firm.  

Kraus et al. (2017) used existing EO scales developed by Miles et al., 2013 

and reworded them to the specific context of social entrepreneurship. The focus 

was given to the three main dimensions of EO, that is, innovativeness, risk-taking, 

and pro-activeness, while at the same time; the authors developed a new 

dimension of “socialness”.  

Although the focus of the study was not to develop a scale to measure 

individual social EO, Nga and Shamuganathan (2010) did show the relationship 

between personality traits and demographic factors on social entrepreneurship 

start-up intentions. For this purpose, they developed five components related to 

individual social entrepreneurship, which are social vision, sustainability, social 

networks, financial returns, and innovation. To validate these dimensions, they 



 

107 
 

surveyed 200 students and performed an exploratory factor analysis. Despite some 

efforts shown, currently, there is not consolidated scale that accurately measures 

individual social EO.  

3.3 Methodology 

This section presents the methodology used to develop our scale. Here we 

adhere to the perspective of classical test theory and the suggestions by DeVellis 

(2017). We divided this section into four stages. In the first stage, we detail the 

process of identifying, evaluating, and selecting the items. In the second stage, we 

detail the scale pretest. The third stage exhibits data collection and sample 

properties. The fourth stage corresponds to the scale validation through 

Exploratory Factor Analysis (EFA) and Confirmatory Factor Analysis (CFA) (See 

Figure 3.1 for a roadmap of the process). 

Figure 3.1 Roadmap of scale elaboration process 

 

3.3.1 Identifying, evaluating, and selecting dimensions and items 

At the kickoff of this research project, we conducted a specific search in the 

literature to identify previous work related to scale development in 

Figure 3.1
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entrepreneurship, EO, individual EO, social EO, non-profits-organizations, as well 

as characteristics, behaviors, attitudes, and traits of social entrepreneurs. In 

parallel, considering the intricacies of social entrepreneurship, we sought out 

experts in the field to perform interviews.  

We performed face-to-face interviews with six experts (see Table 3.1). The 

interview phase had three main objectives. First, obtain a clear definition of the 

term social entrepreneurship, according to the interviewee. Second, determine 

what the most outstanding characteristics of a social entrepreneur are. Third, 

obtain affirmations phrases that, according to the interviewee, could help identify a 

social entrepreneur. Besides commenting on the classic attributes, all of them 

added the characteristic of empathy and having a sustainable mindset, while four 

commented on the importance of having a clear market orientation and resilience. 

Finally, one expert commented on the importance of having a systems 

thinking/circular perspective, which we discarded due to only one mention. No 

mentions of creativity, autonomy, competitive aggressiveness, and networking 

were made. Table 3.2 presents a summary of the characteristics, traits, and 

attributes present in social entrepreneurship according to our experts and the 

literature review. We then proceeded to extract and develop scale items from the 

former list.  

For the dimensions of innovativeness, risk-taking, and pro-activeness, the 

items from Bolton and Lane (2012) were used. Among us authors, there was 

discussion related to re-wording these dimensions from the “commercial” context to 

the “social” context in a similar fashion as Kraus et al. (2017) did. Through 

deliberation with colleagues, we concluded that the dimensions should not change 
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to a social context, as they are equally valid in their original form for social 

entrepreneurs. 

Table 3.1 Experts interviewed or consulted to evaluate items 

 

Nga and Shamuganathan (2010) separate the dimensions of social vision 

and sustainability. The first dimension addresses the compelling vision that a social 

entrepreneur has in fulfilling a basic need. However, the second refers to the 

commitment that a social entrepreneur has to improve the quality of life by 

including the Earth and society as legitimate stakeholders complementing the 

conventional economic wisdom. In addition, Nga and Shamuganathan (2010) 

argue that the dimension of sustainability also refers to the trait of value creation, 

which we separate and elaborate a separate dimension to address it in accordance 

with Santos (2012). 

  

Expert Name Field of expertise Institution Interviewed
Item 

evaluator

Carolina Fernandez
Social 

entrepreneurship
Consultant Yes Yes

Dr. Félix Cárdenas Entrepreneurship
EGADE   Business 

School
Yes No

Dr. Fernando Moya
Social 

Entrepreneurship

EGADE   Business 

School
Yes No

Dr. Elda Barrón Entrepreneurship UDEM Yes No

Dr. Mario Dávila
Social 

entrepreneurship
UDEM Yes Yes

Dr. José Maraboto
Social 

Entrepreneurship

EGADE Business 

School
Yes Yes

Dr. Verónica Devenin
B-Corps Social 

Entrepreneurship

Adolfo Ibáñez 

University 
No Yes

Armando Laborde
Social 

Entrepreneurship
New Ventures Group No No

Dr. Jorge Andrés 

Rodríguez
Social Enterprise ESPOL No Yes

María José Cespedes 
Social 

Entrepreneurship
Ashoka No Yes

Experts interviewed or consulted to evaluate items.
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Table 3.2 Summary of dimensions suggested by experts and the literature review 

 

According to Santos (2012), value creation is a necessary condition for 

sustainable value capture. In addition, a social entrepreneur has a clear 

predominant focus on value creation in contrast to a commercial entrepreneur, 

which has a predominant focus on capturing value. Moreover, to contribute to the 

overarching thesis of value capture, Santos (2012) proposes that social 

entrepreneurs favor the generation of sustainable solutions to tackle a 

social/environmental need rather than creating sustainable advantages for 

themselves. Also, the authors state that when proposing solutions, social 

entrepreneurs seek to empower their target market as an entrepreneur’s undying 

wish is that their endeavor is ultimately not necessary (Santos, 2012). Finally, the 

author proposes that social entrepreneurs address neglected problems present in 

Table 3.2

Summary of dimensions suggested by experts and literature review

# Dimension Reference

1 Innovativeness

Miller (1983, 2011), Covin and Slevin (1991), Lumpkin and Dess (1996), Lyon et al. 

(2000), Keh et al. (2007), Harris and Gibson (2008), Rauch et al. (2009), Harris et al., 

(2009), Zhao et al. (2011), Bolton and Lane (2012), Hu and Pang (2013), and Koe (2016)

2 Risk taking

Miller (1983, 2011), Covin and Slevin (1991), Lumpkin and Dess (1996), Lyon et al. 

(2000), Keh et al. (2007), Levenburg and Schwarz (2008), Rauch et al. (2009),  Zhao et 

al. (2011), Bolton and Lane (2012), Hu and Pang (2013), and Koe (2016)

3 Pro-activeness

Covin and Slevin (1989, 1991), Lyon et al. (2000), Lumpkin and Dess (2001) Keh et al. 

(2007), Rauch et al. (2009), Zampetakis et al. (2009), Miller (2011), Zhao et al. (2011), 

Bolton and Lane (2012), Hu and Pang (2013), and Koe (2016)

4 Autonomy
Lumpkin and Dess (1996), Rauch et al. (2009); Lumpkin, Cogliser, and Schneider, 

(2009) 

5
Competitive 

aggressiveness
Lumpkin and Dess (1996, 2001), Rauch et al., (2009)

6 Resilience
Connor and Davidson, (2003), Burns and Anstey, (2010), Campbell-Sills, Cohan and 

Stein, (2006)

7 Value Creation Brooks, (2009) and Santos, (2012)

8 Creativity Zampetakis et al. (2009)

9 Empathy Spreng et al., (2009), Gerdes, Lietz and Segal, (2011) 

10
Networking/social 

networks

Thompson et al. (2000), Austin et al. (2006), Light (2009), Nga and Shamuganathan 

(2010), Miller (2011) and Hu and Pang (2013)

11
Market orientation/ 

financial return
Nga and Shamuganathan (2010), Lepoutre et al., (2013)

12
Socialness/ Social 

Vision/
Nga and Shamuganathan (2010); Kraus et al., (2009)

13 Sustainability Nga and Shamuganathan (2010)
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powerless or voiceless segments of the population, which give way to positive 

externalities (Santos, 2012). It is through Santos’ propositions that we developed a 

set of items to address this dimension with a new perspective.  

In the case of market orientation, Nga and Shamuganathan (2010) elaborate 

the financial return dimension by first explaining that the perspective states that 

entrepreneurs focus on generating economic returns pursuing the maximization of 

financial wealth by seizing opportunities in a scarce resource environment. 

Furthermore, the authors explain the dimension through the social 

entrepreneurship continuum (Elkington and Hartigan, 2008), ranging from non-

profits to hybrids and social businesses which rely on government subsidies and/or 

private donations, selling goods and services combined with grants from 

governments and corporations, and profit ventures by selling goods and services, 

respectively. In practice, these boundaries are quite blurry, which in turn makes it 

difficult to assess. We propose that this dimension could be better off reorienting its 

focus into the use of market forces and opportunity recognition to create value 

while doing business.   

In the case of empathy, the interviewed experts commented on the ability that 

a social entrepreneur has to connect to the problem they are trying to solve. 

Experienced practitioners developed further by saying that social entrepreneurs 

“roll up their sleeves” and get into the field and truly “step into the shoes of the 

people they are trying to help.” This behavior of embedding themselves in the 

problem at hand and understanding the needs of the targeted population is well 

documented in many cases of social ventures (e.g. Reficco, Layrisse and Barrios, 

2020; Yunus, Moingeon and Lehmann-Ortega, 2010). The dimension of empathy 
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comes from the fields of psychology and health. Empathy is defined as an 

individual’s ability to “understand and respond adaptively to others’ emotions, 

succeed in emotional communication, and promote prosocial behavior” (Spreng et 

al., 2009, p. 62). Another way to frame empathy is as a component of social 

cognition that “refers to the consequences of perceiving the feeling state of another 

as well as the capacity to do so accurately” (Spreng et al., 2009 p. 62). Within this 

literature, we selected the Toronto Empathy Questionnaire developed by Spreng et 

al. (2009), which elaborates “a parsimonious scale that is short, clear, and 

homogenous and has strong psychometric properties including a robust single 

factor structure, high internal consistency, construct validity, and test-retest 

reliability" (p. 69). 

In the case of resilience, the interviewed experts commented on the 

“outstanding capacity to face adversity that social entrepreneurs have over 

commercial entrepreneurs.” As social entrepreneurs are committed to their 

sustainable vision and making right whatever wrong they intend to tackle, they 

have a tendency to resist and endure extreme hardships. Among these adversities, 

needing patient capital, gaining trust from stakeholders as they gain legitimacy 

through their venture, struggling with the usual tensions that arise between 

social/environmental logic vs. economic logic, stand out (Marquez, Reficco, and 

Berger, 2010). Resilience refers to “personal qualities that enable one to withstand 

the effects of exposure to trauma, to thrive in the face of adversity, or to bounce 

back after a challenge or setback” (Connor and Davidson, 2003, p. 76). Another 

perspective of resilience focuses on understanding it as a stress-coping ability 

(Connor and Davidson, 2003). For this dimension, we draw from a reduced 
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instrument of Connor and Davidson (2003) resilience instrument, validated by 

Wang et al., (2010), which results in a single-factor model with good internal 

consistency and test-retest reliability.  

At this point in time, the elaboration process resulted in 9 dimensions and a 

total of 96 items. As authors, we conducted a revision of all items to eliminate 

redundancies and overlapping items. From the main classical testing theory 

literature, we concluded that our instrument should use only positively worded 

items. Although positive statements can lead to agreement bias (Toner, 1987), we 

decided to avoid negatively worded items as "disadvantages of items worded in an 

opposite direction outweigh any benefits" (DeVellis, 2017). In addition, our 

instrument uses a Likert scale with five response categories, as suggested by 

Chen, Yu and Yu (2015). The response categories ranging from 1 (totally disagree) 

to 5 (totally agree), equal to Bolton and Lane (2012). The elimination process 

resulted in 9 dimensions and a total of 54 items.  

Considering that our target audience for the survey was college students in 

Mexico, the items were translated to Spanish to ensure that respondents fully 

understand the essence of the items. To confirm the equivalence in its meaning 

with its English-translated counterpart, the 54 items were back-translated to 

English by an accredited bilingual translator.  

A high proportion of entrepreneurial orientation scales have employed 

students as the unit of analysis (e.g. Nga, J. K. H., & Shamuganathan, 2010; 

Bolton and Lane, 2012). To ensure comprehension and avoid wordiness, we 

assessed the identified items with 12 college students. Students flagged several 



 

114 
 

items, as they deemed them difficult to comprehend, while others commented that 

they felt redundancy in some items.  

In parallel, the selected items were submitted to six experts in social 

entrepreneurship (see Table 3.1) to evaluate their quality (Hardesty & Bearden, 

2004). The evaluation consisted of rating each item (using a pre-designed 

spreadsheet) on a scale of 1 (low) to 3 (high) on two premises: relevance and 

comprehensibility. The experts were also asked to classify each item in one of the 

nine possible dimensions previously identified, as Ohanian (1990) suggests. After 

receiving the evaluations back, four items were flagged as low comprehensibility. 

We assessed the experts' inter-rater agreement for both premises (relevance and 

comprehensibility) by means of the Kendall agreement coefficient. Under the null 

hypothesis of no agreement across raters, with 95% confidence, we rejected the 

null for both premises. Therefore, we concluded that there is agreement on the 

relevance and comprehensibility of the set of items under evaluation. In addition, 

we concluded that the experts were confusing the dimensions of social vision and 

sustainability. We believe these two dimensions are heavily intertwined and could 

be integrated as one as the social aspect is integrated within a sustainable way of 

thinking. In this sense, we agree that social entrepreneurs often act as advocates 

in voicing and meeting gaps in social needs where governments and private 

enterprises lag (London, 2008). Still, they aim to do so in a sustainable manner 

satisficing financial necessities of the endeavor and solving environmental/social 

needs in a balanced manner (Santos, 2012). The elimination process resulted in 

29 items distributed in eight dimensions: Innovativeness, risk-taking, pro-
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activeness, sustainable vision, value creation, market orientation, empathy, and 

resilience.  

3.3.2 Pre-test 

In this stage, we tested our set of 29 items using a sample of 170 college 

students who fully responded to the preliminary questionnaire. Then, we combined 

the data obtained from the pre-test and the experts' evaluation to assess our 29 

items.  

EFA analysis revealed that all the proposed dimensions showed high 

reliability (Cronbach's alpha > 0.70) except for the pro-activeness dimension, which 

exhibited an alpha below the standard (0.663). Furthermore, CFA goodness of fit 

(GOF) indicators greatly improved after dropping the pro-activeness dimension 

(CFI increased from .892 to .948). In addition, some items in the resilience 

dimension were not loading correctly. Thus, we concluded that all the items related 

to the pro-activeness dimension and several items from the resilience dimension 

had to be revised. 

We reworded the problematic items until we reached a consensus about the 

comprehensibility of the items. We then submitted the reworded items to a new 

group of five experts who validated the revised items. Afterward, the selected items 

were back-translated to ensure consistency. Overall, we ended eliminating two 

more items and rewording four items of each problematic dimension. At this point, 

our revised instrument consisted of eight dimensions and 27 items.  

3.3.3 Data collection 

The survey (available upon request) was distributed to students from several 

Mexican universities using the Qualtrics platform. Students were asked to respond 
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to demographic questions and the 5-points Likert scale statements. At the 

beginning of the questionnaire, the respondents were informed that their answers 

and personal data would be treated with absolute confidentiality.  

We obtained 1,132 responses in total, from which we eliminated 104 cases 

with incomplete answers. We further eliminated 23 responses considering two 

criteria: i) the variability in the data was excessively high or low (+/- 2 standard 

deviations from average answers) and; ii) response time (+/- 2 standard deviations 

from the average). We retained 1,005 responses, which constitutes our final 

sample. Table 3.3 shows the main sample demographics. 

Table 3.3 Sample Demographics   

 

Additionally, we performed several 𝝌2 independence tests among the 

demographic groups. With a level of confidence of 95%, we discarded significant 

differences between groups for gender, age, and university of origin.  

Table 3.3   

Sample Demographics   

Frequency

(n=1,005)

Gender   

Female 569 56.6

Male 436 43.4

Age group   

17-19 401 39.9

20-22 480 47.8

23-27 124 12.3

Family business legacy   

Yes 535 53.2

No 470 46.8

Variable Percentage

Note : Family Business legacy refers to students with parents 

or grandparents business owners.
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3.3.4 Scale assessment 

3.3.4.1 Exploratory Factor Analysis (EFA) 

Before performing EFA, we verified that our data was suitable for structure 

detection. First, we rejected the null of the Bartlett sphericity test (the correlations 

in the sample matrix are due to sampling error). Then, we estimated the Kaiser-

Meyer-Olkin sampling adequacy measurement and obtained a very high index 

(KMO = 0.903).  Next, we performed factor analysis using Varimax rotation with 

Kaiser normalization. EFA identified seven factors that exceeded the standard 

(eigenvalue > 1). Those seven factors accounted for 61.58% of the total variance. 

Table 3.4 shows the final rotated factors. 
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Table 3.4 Final EFA with Varimax rotation 

 

3.3.4.2 Internal reliability analysis 

To validate the internal consistency of the dimensions in our questionnaire, 

we carried out four tests between the items of each dimension. First, we estimated 

the pairwise correlations between items and verified significant correlations with a 

99% confidence level. We confirmed that all the dimensions show significant 

correlations between the items that constitute them. Second, we performed the 

Item Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Factor 6 Factor 7 

EM1 0.122 0.750 0.140 0.003 0.217 0.053 -0.009

EM2 0.207 0.781 0.114 0.006 0.102 0.060 -0.004

EM3 0.170 0.820 0.106 -0.044 0.173 0.104 0.121

EM4 0.075 0.753 0.172 0.059 0.277 0.066 0.077

MO1 0.032 0.203 0.102 0.112 0.779 0.131 0.044

MO2 0.118 0.302 0.190 0.051 0.768 0.084 0.022

MO3 0.134 0.247 0.206 0.059 0.711 0.076 0.095

IN1 0.126 0.020 0.096 0.124 0.111 0.761 0.057

IN2 0.118 0.144 0.098 0.072 0.057 0.756 0.128

IN3 0.124 0.073 0.136 0.083 0.091 0.793 0.142

PR1 0.200 0.174 0.627 0.087 0.187 0.166 0.098

PR2 0.160 0.139 0.732 0.000 0.213 0.091 0.032

PR3 0.107 0.104 0.546 0.171 0.031 0.176 0.408

PR4 0.218 0.192 0.670 0.193 0.128 0.070 0.145

RS1 0.162 0.062 0.211 0.624 0.095 0.064 0.078

RS2 -0.008 -0.013 0.093 0.756 -0.016 0.063 0.140

RS3 0.070 0.002 -0.172 0.699 0.085 0.035 0.220

RS4 0.120 -0.022 0.155 0.652 0.052 0.125 -0.031

RT1 0.179 0.073 0.147 0.171 0.067 0.245 0.729

RT2 0.152 0.054 0.182 0.201 0.062 0.087 0.778

SV2 0.723 0.155 0.235 0.060 0.068 0.039 0.100

SV3 0.657 0.189 0.153 0.125 -0.031 0.111 -0.070

SV4 0.703 0.203 0.233 0.086 0.005 0.090 0.000

SV5 0.660 0.164 0.323 0.101 0.078 0.069 -0.016

VC1 0.682 0.027 -0.037 0.051 0.114 0.122 0.281

VC2 0.703 -0.024 -0.084 0.047 0.167 0.113 0.276

Eigen values 3.238 2.874 2.283 2.112 2.069 2.05 1.652

Notes : Empathy (EM); Market Orientation (MO); Innovativeness (IN); Pro-activeness (PR); Resilience (RS); 

Risk-taking (RT); Sustainable Vision (SV); Value Creation (VC).

Factors with eigenvalues >1.  Varimax rotation with Kaiser normalization
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Lawley 𝝌2 tests under the null hypothesis that all interdimensional correlations are 

identical. If we do not reject the null hypothesis, there would be evidence of 

redundant items within that dimension. For all cases, we rejected the null, so there 

is no evidence of redundant items. 

Third, we confirm the internal reliability of each dimension, estimating their 

Cronbach's alpha. According to Nunnally and Bernstein (1994), the criterion 

standard for scale development studies is a Cronbach's alpha > 0.70. All the 

dimensions exceeded this standard except for Resilience (0.67).  

Fourth, we calculated the Raykov's Composite Reliability indicator and 

verified if it was higher than 0.70 for each dimension. Again, the only dimension 

that did not surpass the composite reliability standard was resilience (0.671). While 

the general instrument shows a high level of internal consistency, the apparent low 

consistency of Resilience was a concern. Later on, we further tested the dimension 

validity through convergent and discriminant analysis.  

Next, we followed the procedure suggested by Churchill (1979), dropping the 

items with the lowest items-to-total correlation. Here we only discarded one item 

from the risk-taking dimension. Overall, the final instrument with 26 items exhibited 

a Cronbach's alpha of 0.887, indicating high internal reliability. Table 3.5 shows the 

reliability assessment.  
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Table 3.5 Individual social EO Subscales internal reliability 

 

3.3.4.3 CFA: Convergent validity 

We used structural equation model (SEM) techniques to assess the 

instrument convergent validity. According to Nunnally & Bernstein (1994), our 

sample size is adequate for SEM validation as it exceeds the rule of thumb of 10 

observations per indicator (ours is 38). However, as our data did not meet the 

Dimension Item
Item factor

loading

Cronbach' alpha

(α)

Raykov's CR

(Ƿ)

EM1 0.73

EM2 0.73

EM3 0.83

EM4 0.78

Market MO1 0.69

Orientation MO2 0.83

MO3 0.72

IN2 0.64

IN3 0.68

IN4 0.77

PR1 0.67

PR2 0.65

PR3 0.6

PR4 0.72

RS1 0.6

RS2 0.64

RS3 0.55

RS4 0.54

RT1 0.78

RT2 0.72

SV2 0.77

SV3 0.62

SV4 0.75

SV5 0.73

VC1 0.77

VC2 0.77

0.803 0.804

0.744 0.744

Sustainable 

Vision

Value Creation

Resilience 0.67 0.671

Risk-taking 0.721 0.724

0.783 0.786

Innovation 0.74 0.744

Pro-activeness 0.75 0.752

Empathy 0.85 0.851
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Maximum Likelihood (ML) multivariate normality assumption, we favored the 

Satorra-Bentler estimator, which corrects standard errors to be robust to non-

normal data. As can be seen in Figure 3.2, our measurement model tests the eight 

dimensions. Here we confirmed that all standardized path coefficients were 

significant at least at 99% confidence level. Then, we calculated the Average 

Variance Extracted (AVE) of each dimension and identified that the only dimension 

in which this coefficient was lower than the 0.50 standard was resilience. 

Next, we assessed the dimensions' convergent validity, estimating the 

correlations between the dimensions' items and their corresponding rest-scores 

(i.e., the scores computed without the studied item), as proposed by Perrot, 

Bataille & Hardouin (2018). Thus, if an item has a smaller correlation with the score 

of its dimension than the correlation coefficient computed with other scores, it 

would hint at a non-convergent item. Using a threshold correlation coefficient of 

0.40, we confirmed that all items converged on their theoretical dimension, even 

the resilience items. Thus, we discarded a severe problem with convergent validity. 

The correlations are depicted in Table 3.6. 
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Figure 3.2 Individual social EO measurement model  
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Table 3.6 Correlation matrix between items and rest-scores 

 

3.3.4.4 CFA: Discriminant Validity 

Discriminant validity confirms that a constructed measure is empirically 

unique and represents phenomena of interest that other constructs do not capture 

(Hair et al., 2018). We assessed discriminant validity using two methods. First, we 

implemented the classical Fornell and Larcker (1981) criteria and discarded any 

problem with convergent validity (See Table 3.7). Secondly, we estimated the 

heterotrait-monotrait ratio of correlations (HTMT), an approach that has 

Item
EMPATHY 

(em)

MARKET 

ORIENTATION 

(mo)

INNOVATION 

(in)

PROACTIVE 

(pr)

RESILIENCE 

(rs)

RISK-TAKING 

(rt)

SOCIAL 

VALUE

(sv)

VALUE 

CREATION

(vc)

em_1 0.662 0.446 0.187 0.353 0.06 0.112 0.3 0.177

em_2 0.661 0.392 0.188 0.336 0.065 0.139 0.368 0.195

em_3 0.749 0.455 0.241 0.376 0.047 0.205 0.357 0.224

em_4 0.689 0.505 0.219 0.392 0.122 0.206 0.307 0.155

mo_1 0.402 0.593 0.252 0.325 0.182 0.199 0.2 0.133

mo_2 0.504 0.685 0.247 0.392 0.147 0.208 0.293 0.172

mo_3 0.454 0.591 0.248 0.407 0.172 0.24 0.284 0.208

in_1 0.164 0.229 0.531 0.291 0.226 0.291 0.23 0.23

in_2 0.235 0.247 0.554 0.321 0.196 0.299 0.257 0.229

in_3 0.212 0.248 0.611 0.343 0.222 0.343 0.255 0.254

pr_1 0.369 0.367 0.315 0.54 0.227 0.307 0.385 0.255

pr_2 0.355 0.368 0.253 0.562 0.152 0.232 0.345 0.222

pr_3 0.248 0.269 0.337 0.492 0.3 0.407 0.317 0.247

pr_4 0.366 0.361 0.277 0.598 0.295 0.324 0.42 0.272

re_1 0.157 0.221 0.222 0.326 0.433 0.305 0.266 0.218

re_2 0.015 0.101 0.179 0.226 0.507 0.269 0.122 0.115

re_3 0.02 0.11 0.148 0.13 0.449 0.257 0.103 0.177

re_4 0.07 0.147 0.206 0.245 0.418 0.261 0.204 0.151

rt_1 0.185 0.24 0.391 0.372 0.331 0.564 0.322 0.291

rt_2 0.165 0.216 0.286 0.375 0.348 0.564 0.281 0.294

sv_1 0.322 0.265 0.235 0.403 0.194 0.321 0.649 0.465

sv_2 0.287 0.194 0.232 0.316 0.181 0.222 0.549 0.391

sv_3 0.332 0.246 0.253 0.381 0.186 0.285 0.665 0.405

sv_4 0.335 0.284 0.249 0.441 0.206 0.262 0.62 0.415

vc_1 0.218 0.176 0.265 0.307 0.21 0.3 0.467 0.593

vc_2 0.185 0.189 0.258 0.28 0.201 0.291 0.471 0.593

Table 3.6

Correlation matrix between Items and rest-scores

Notes : Correlations between the dimensions' items and their corresponding rest-scores as proposed by Perrot & 

Hardouin (2018).
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demonstrated superior performance in assessing discriminant validity (Henseler, 

Ringle & Sarstedt, 2015).  

Table 3.7 Definitive scale discriminant validity: The Fornell and Larcker (1981) criteria  

 

The HTMT method estimates the true correlation between two constructs as if 

they were perfectly reliable. According to Hair et al. (2018), HTMT values higher 

than 0.90 suggest conceptually similar constructs, while correlations below 0.85 

provide strong evidence of discriminant validity. In our case, all the HTMT 

estimated correlations are below this threshold (the highest value is 0.679), which 

Path dim1 dim2

AVE

dimensio

n 1

AVE

dimensio

n 2

Squared 

standarized 

path 

coefficient

MIN 

AVE

MIN AVE >

Squared standardized path 

coefficient

Path 1 Empathy Market orientation 0.592 0.557 0.430 0.557 Yes, there is discriminant validity

Path 2 Empathy Innovativeness 0.592 0.493 0.100 0.493 Yes, there is discriminant validity

Path 3 Empathy Pro-activeness 0.592 0.436 0.304 0.436 Yes, there is discriminant validity

Path 4 Empathy Resilience 0.592 0.339 0.014 0.339 Yes, there is discriminant validity

Path 5 Empathy Risk-taking 0.592 0.556 0.070 0.556 Yes, there is discriminant validity

Path 6 Empathy Sustainable vision 0.592 0.516 0.227 0.516 Yes, there is discriminant validity

Path 7 Empathy Value creation 0.592 0.593 0.082 0.592 Yes, there is discriminant validity

Path 8 Market orientation Innovativeness 0.557 0.493 0.139 0.493 Yes, there is discriminant validity

Path 9 Market orientation Pro-activeness 0.557 0.436 0.335 0.436 Yes, there is discriminant validity

Path 10 Market orientation Resilience 0.557 0.339 0.069 0.339 Yes, there is discriminant validity

Path 11 Market orientation Risk-taking 0.557 0.556 0.109 0.556 Yes, there is discriminant validity

Path 12 Market orientation Sustainable vision 0.557 0.516 0.157 0.516 Yes, there is discriminant validity

Path 13 Market orientation Value creation 0.557 0.593 0.068 0.557 Yes, there is discriminant validity

Path 14 Innovativeness Pro-activeness 0.493 0.436 0.259 0.436 Yes, there is discriminant validity

Path 15 Innovativeness Resilience 0.493 0.339 0.135 0.339 Yes, there is discriminant validity

Path 16 Innovativeness Risk-taking 0.493 0.556 0.280 0.493 Yes, there is discriminant validity

Path 17 Innovativeness Sustainable vision 0.493 0.516 0.147 0.493 Yes, there is discriminant validity

Path 18 Innovativeness Value creation 0.493 0.593 0.152 0.493 Yes, there is discriminant validity

Path 19 Pro-activeness Resilience 0.436 0.339 0.209 0.339 Yes, there is discriminant validity

Path 20 Pro-activeness Risk-taking 0.436 0.556 0.305 0.436 Yes, there is discriminant validity

Path 21 Pro-activeness Sustainable vision 0.436 0.516 0.391 0.436 Yes, there is discriminant validity

Path 22 Pro-activeness Value creation 0.436 0.593 0.191 0.436 Yes, there is discriminant validity

Path 23 Resilience Risk-taking 0.339 0.556 0.298 0.339 Yes, there is discriminant validity

Path 24 Resilience Sustainable vision 0.339 0.516 0.105 0.339 Yes, there is discriminant validity

Path 25 Resilience Value creation 0.339 0.593 0.105 0.339 Yes, there is discriminant validity

Path 26 Risk-taking Sustainable vision 0.556 0.516 0.206 0.516 Yes, there is discriminant validity

Path 27 Risk-taking Value creation 0.556 0.593 0.202 0.556 Yes, there is discriminant validity

Path 28 Sustainable vision Value creation 0.516 0.593 0.454 0.516 Yes, there is discriminant validity
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allows us to confirm that our instrument has discriminant validity. Table 3.8 

presents the HTMT discriminant validity. 

Table 3.8 Discriminant analysis using HTMT criteria 

 

3.3.4.5 CFA: Goodness of fit evaluation 

Finally, we estimated the goodness of fit indicators (GOF) for the 

measurement model presented in Figure 3.2, and the results are presented in 

Table 3.9. Analyzing GOF indicators, we notice that the 𝝌2 results significant, 

indicating a lack of fit. However, as the test it is sensitive to large samples 

(Schermelleh-Engel, Moosbrugger & Müller, 2003), we disregard it considering that 

our sample size is too large (N= 1,005) to use the 𝝌2 test as a criterion, according 

to the calculated Hoelter’s critical sample size (N= 346). 

Furthermore, we observed that the measurement model surpassed the CFI, 

the TLI,  the RMSEA, and the SRMS standard criteria, which signals an adequate 

fit and a highly parsimonious model. The individual social EO validated scale 

surpassed all GOF standards as seen in Figure 3.3 and its final items are 

presented in Table 3.10. 

 
 
 
 
 
 

EMP MO IN PR RS RT SV VC

EMP 1

MO 0.663 1

IN 0.317 0.39 1

PR 0.551 0.586 0.522 1

RS 0.128 0.281 0.378 0.457 1

RT 0.254 0.342 0.523 0.567 0.555 1

SV 0.484 0.392 0.394 0.624 0.334 0.449 1

VC 0.284 0.267 0.394 0.439 0.331 0.452 0.679 1

Table 3.7

Discriminant analysis using the HTMT criteria 

Notes : Correlations below 0.85 provide strong evidence of discriminant validity (Hair et al., 2018)
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Table 3.9 Goodness of fit indicators for the final model  

 

  

Cut-off 

criterion

x2 (271)
527.97 ≤ 2df Good fit

x2 p-value 0 p > 0.05 A significant x2/dif indicates lack of model fit

x2/dif 1.9 ≤ 2 Good fit. 

CFI 0.966 > 0.95 Better fit than the null model

TLI 0.956 > 0.95 Better fit than the null model

NFI 0.934 > 0.90 Better fit than the null model

IFI 0.966 > 0.95 Better fit than the null model

RMSEA 0.031 < 0.05 Excellent fit

SRMR 0.035 < 0.05 Excellent fit

Test Model Judgment

Notes : x2 test rescaled by Satorra-Bentler correction. Cut-off criteria based on 

recommendations by Schermelleh-Engel, Moosbrugger & Müller (2003).
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Table 3.10 The individual social EO 26-item questionnaire 

 
 

  

Dimension Source  Item Description 

EM1. I enjoy making other people feel better

EM2. I am concerned about other people that are less fortunate than me

EM3. I develop a strong desire to help when I see someone who is in trouble

EM4.
When I see someone being taken advantage of, I feel kind of protective towards 

him/her

MO1.
I believe social and environmental issues can best solved by implementing 

business ideas instead of charity

MO2.
In addition to actions taken by the government and/or NGOs, social and 

environmental problems should be solved by businesses

MO3.
I tend to see social and/or environmental issues not as problems but as 

business opportunities that could help society in general 

IN2.
I prefer to try my own unique way when learning new things rather than doing it 

like everyone else does

IN3.
In general, I prefer a strong emphasis in projects on unique, one-of-a-kind 

approaches rather than revisiting tried and true approaches used before

IN4.
I favour experimentation and original approaches to problem solving rather than 

using methods others generally use for solving their problems

PR1. I usually act in anticipation of future problems, needs or changes

PR2. I tend to plan ahead on projects

I prefer to “step-up” and get things going on projects rather than sit and wait for

someone else to do it

PR4. Once I established my objectives, I act with determination until I reach them

RS1. I tend to quickly bounce back after major problems occur to me

RS2. I am not easily discouraged by failure

RS3. I try to see the humorous side of problems

RS4. Coping with stress can strengthen me

RT1. I like to take bold action by venturing into the unknown

RT2. I tend to act “boldly” in situations where risk is involved

SV2. I am determined to solve social and/or environmental issues

SV3. In my life, I measure my own success by the positive impact I have upon others

SV4.
In the long term, I believe my sense of purpose is to make the world a better 

place

SV5. In my life, I seek to balance my economic, social and environmental impacts

VC1.

When thinking of business ideas, I tend to focus on business models that 

maximize value creation (generate value for others) rather than maximizing 

value capture (generating value for myself and/or the business)

VC2.

When thinking of business ideas, I aim to generate sustainable solutions for 

others rather than achieving a sustainable advantage for myself and/or the 

business.

Risk-taking

From Bolton 

and Lane, 

(2012)

Sustainable 

Vision

Partially 

inspired by 

Nga and 

Shamuganath

an, (2010)

Created by 

authors 

inspired by  

Santos, (2012) 

Note:  the questionnaire presented here is back-translated from its Spanish version

Value Creation

Innovativeness

From Bolton 

and Lane, 

(2012)

Pro-activeness

From Bolton 

and Lane, 

(2012)and one 

item created 

by authors

PR3.

Resilience

Adapted from 

Connor and 

Davidson, 

(2003)

Table 3.9 

The individual social EO 26 items questionnaire

Empathy

Adapted from 

Spreng et al., 

(2012)

Market 

Orientation

Created by 

authors 

inspired in 

Lepoutre et al., 

(2013) 
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Figure 3. 3 Individual social EO comparison 

 

 

3.4 Discussion and conclusions 

At the outset of this study, we defined our aim of designing an instrument to 

measure an individual’s social EO. To accomplish this, we used a mixed methods 

approach where at an initial stage, after a thorough literature review, experts were 

consulted to collect their professional opinion on a social entrepreneur’s 

characteristics and traits. After pretesting our initial survey and then validating it 

with 1005 college students, the result was a 26-item scale measuring 8 dimensions 

of individual social EO.  

As expected, our instrument has validated the three existing measures of 

innovativeness, pro-activeness and risk-taking (Bolton and Lane, 2012) 

demonstrating its relevance in the social entrepreneurship context. However, on 

one hand, one item in the dimension of innovativeness and one item in the 

dimension of risk-taking had to be dropped due to low comprehensibility and 

relevance from our target audience and experts in addition to a low loading factor. 
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A potential cause for these complications could be attributed to the Spanish 

translation of the item.  

On the other hand, we added one item in the dimension of pro-activeness, 

which was suggested by one of the experts and validated by the rest. It may be 

possible, that when translating validated scales to another language, some 

dimensions could need refurbishing given the context of the application.  

More importantly, five new distinct factors pertinent to social entrepreneurship 

have demonstrated reliability and validity. All the proposed items from the 

dimensions of empathy, resilience, sustainable vision and market orientation 

showed high reliability, factor loadings and convergence. In the dimension of value 

creation, it was necessary to drop two of the original proposed items as they were 

deemed to have low comprehension by both college students and our experts. 

Future research could focus on further revising and simplifying Santos’ (2012) 

propositions to strengthen the dimension of value creation. 

Having to drop items in the dimensions of risk-taking and value creation 

resulted in two factors with just two items. Although factors usually have three or 

more items, they can have two if the remaining items are highly correlated with 

each other (r > 0.70), but fairly uncorrelated with others (Yong & Pearce, 2013). 

These two conditions are fulfilled in both the dimensions of risk-taking and value 

creation. 

The refined scale proposed in this study contributes to a more accurate and 

detailed description of a social entrepreneur who is much more than a commercial 

enterprise with socialness as described by Kraus et al. (2017). Social 

entrepreneurs must manage at the very least a double bottom line, hence a 
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balanced blend of both commercial and social entrepreneurship competencies is 

needed. The market orientation factor aids the three dimensions of EO to deepen 

the importance of entrepreneurial and business knowledge when creating a 

sustainable solution to solve a social/environmental problem. Arguably, excess 

focus on business skills could potentially lead to financial autonomy, however, it 

could also ultimately result in mission drift as environmental/social objectives could 

be left behind (Klein, Schneider & Spieth, 2021). Consequently, the dimensions of 

value creation and sustainable vision present the other side of coin in order to 

create balance between commercial and social/environmental skills. Finally, the 

empathy and resilience dimensions reflect essential attributes social entrepreneurs 

must have or develop in order to better tackle the problems at hand and face 

additional hardships that commercial entrepreneurs do not necessarily encounter.  

This individual social EO scale will ideally provide an important stepping stone 

for more research of the competencies of social entrepreneurs aimed at creating 

social value (Hu and Pang, 2013). Further research could focus on validating the 

scale related to other indicators. A possible avenue could be to follow similar 

footsteps as Bolton and Lane (2012), who initially validated their individual EO 

scale with students to later on validate it with actual entrepreneurs (Bolton, 2012). 

By validating our individual social EO scale with active social entrepreneurs, we 

would expect high scores in the individual social EO for most of the respondents. 

As Bolton (2012), we would expect that those social entrepreneurs that score the 

highest in the scale would also have better performance measures. Other possible 

avenues to further validate our scale could focus on validating the extremes of the 

social enterprises spectrum. Hence, purely commercial entrepreneur should score 
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high in the dimensions of innovativeness, pro-activeness and risk-taking while 

scoring low on the other four dimensions. Inversely, leaders of pure NPOs would 

score the opposite. Ideally, leaders of hybrids organizations (Battilana & Dorado, 

2010) should score high in all or most of the dimensions.  

Practical uses of the scale could evaluate the impact of incubators or similar 

hubs wanting to develop social entrepreneurs. A comparison between a pre and 

post-test could provide valid insights into the effectiveness of the 

incubation/training program. Additionally, as the Global Entrepreneurship Monitor 

(GEM) is seeking to track and monitor social entrepreneurial activity around the 

globe (Bosma et al., 2016), a longitudinal study could be used to determine if there 

is a correlation between students who score high on the scale and if they in fact 

start a social enterprise.  

In a similar fashion, a comparison between a pre and post-test of the scale 

could help assess the effectiveness of social innovation/entrepreneurship courses 

for students on the undergraduate and graduate level. Additional uses in a college 

scenario include the possibility of assessing students to create teams with 

complimentary competencies to tackle local societal and environmental problems 

such as the extreme affordability design thinking challenge of Stanford’s D-School. 

However, we advise caution as social desirability bias is somewhat expected 

when answering questions related to the importance of others and the 

environment. Additional instruments such as the social value orientation 

measurement tool (Murphy, Ackerman & Handgraaf, 2011) could further clarify 

how people feel about sustainably and empathy. 
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By developing a set of relevant individual social EO factors, this study 

contributes to further understanding EO in a rising set of individuals aimed at 

improving our society. As global rankings and accreditors are giving more 

emphasis to the university’s responsibility of addressing competencies related to 

sustainability, social responsibility, ethics, among other related subjects, the 

instrument could help nurture and develop social entrepreneurship traits in 

students seeking sustainable development. Through a vast array of committed 

universities, social entrepreneurs might in fact become the second invisible hand of 

the economic system. 
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Chapter 5 Conclusion 

At the outset of this dissertation, I depicted how social enterprises are pushing 

forward sustainable solutions to humankind’s most basic needs. However, most of 

society’s challenges have deepened and require fulfilling complicated targets such as 

the one suggested by the sustainable development goals. As such, social enterprises 

need to grow substantially in numbers and the ones that already exist need to scale up.  

This dissertation contributes by showing how a platform-based business model 

can enhance value creation and value capture in a social enterprise. We do this by 

providing details into the creation process in order to unveil not only the configuration of 

the building blocks, but the process and the events that brought forward those changes. 

By focusing on the process, we display how specific actors within the BM were 

reconfigured to become sources of value creation and value capture.  

Likewise, our next paper portrays how a passive recipient of value within a 

business model can also be viewed as a source of value creation. Particularly, the 

freemium model allows social enterprises to see potential in beneficiaries and making 

them part of the intended solution. In addition, nuances were shown in the social 

freemium that force entrepreneurs to keep in mind that conversion from free to paying 

may not be possible. Also, marginal costs cannot be completely reduced making it 

necessary to keep an eye on a balanced ratio of the two distinct customers.  

Finally, our third paper provides an alternative path by attempting to identify 

individuals who have orientation towards social entrepreneurship. This paper could help 

bring forward a greater number of hybrid social enterprises as individuals are identified 
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and trained using new paradigms that since inception obey a new logic of other-

regarding instead of self-interest (Santos, 2012). These new breed of social enterprises 

could use the learnings from seasoned social enterprises, such as the ones portrayed in 

the first and second paper, and engage in innovative business model innovation. Newer 

generations have the advantage of growing up in a world where most of the services 

they used are based on platform-based business model. Hence, financial autonomy and 

scaling could be achieved in a shorter period of time. Although the individual social EO 

scale is a first attempt, the methodologic process is exhaustive and well mapped 

providing an instrument with eight validated dimensions: innovativeness, pro-

activeness, risk-taking, market orientation, sustainable vision, value creation, resilience 

and empathy.  

Final reflection and further research opportunities 

Today’s complex problems are not the result of market failures as one might 

think, the problem is rooted in our failure to capture the essence of what it is to be 

human (Yunus, 2007). As such, social entrepreneurs enable the capitalist system to 

better pursue its initial intent of shared prosperity (VanSandt et al., 2009). As mentioned 

before, I firmly believe in the power of change social entrepreneurs bring about. 

Ultimately, social entrepreneurs push forward systemic change as they do not give fish 

to the hungry nor teach them how to fish, rather they change the whole fishing system 

that created a lack of fish for this group of people in the first place. Despite their 

amazing progress, as mentioned before, social enterprise literature has just become 

mainstream. Therefore, I believe we have just begun to understand this phenomenon 

and much more research is needed.  
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Although the time frame of our first paper spanned many years, recent changes 

to organization’s business model had happened just four years ago. Further studies 

should take a longitudinal approach using a wider time-window so our findings can be 

empirically validated. Given the nature of our study, which uses a single case study, 

there are limits to the generalizability of our findings. As data becomes readily available 

from international organizations such as the Global Entrepreneurship Monitor and 

Global Accelator Learning Initiative, our propositions could be put to the test. Particular 

attention should be dedicated to comparing and contrasting the different sources of 

innovation of a wide variety of social enterprises to see if the customer center approach 

does bear larger fruits than those coming out from an inside-out pattern 

In our second paper, we mentioned that the studied social enterprises did not 

purposefully construct their BM around freemium. Therefore, studying salient 

organizations that do deliberately design their business using a platform-based BM 

could provide greater insights into the operationalization and creation process. 

Furthermore, our study cases were both framed in the health industry. Hence, it would 

be necessary to apply the freemium lens to social enterprises in other industries to 

detect further nuances when compared to its commercial counterpart. In addition, future 

research could focus on unearthing insights about how both groups of customers, free 

and paying, feel and interact in different points of service. Moreover, iterative action 

research projects could test out different strategies towards in an attempt to determine 

optimal ratio balancing. As specified by Bloom (2009), there is still much to be learned 

on the use of pricing tactics in social enterprises, more even in freemium BMs that cater 

to two or more distinct segments. Finally, as our case studies focused on brick and 
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mortar social enterprises, it would be interesting to explore web-based/app-based social 

freemiums to test out findings. 

Finally, our third paper creates an instrument that is validated using college 

students. In regards, to validity related to other indicators it would be useful to test the 

scale on active social entrepreneurs who could further validate our current instrument or 

enhance it. In addition, as social entrepreneurship consolidates, further refinement of 

the instrument could be needed in order to reflect more recent findings of this 

phenomenon.  

And with this final thought I would like to finish my dissertation. Social enterprise 

is still a rather nascent stream. Much still needs to be done theoretically speaking, so 

better uniform data can be obtained and move the field forward. My dissertation 

explores the theoretical underpinnings of BM innovation and platform-based BM in 

social enterprises and takes a further leap forward by developing an instrument that will 

help to identify potential social entrepreneurs. At one time in my life, I aspired to 

become a social entrepreneur, but I realized that although my empathy and sustainable 

vision scores were high, my risk-taking, pro-activeness and resilience scores were very 

low. However, I went on a different journey. My academic career takes joy in helping 

those who help as I have help accelerate over 50 social entrepreneurs and inspire 

several of my students to become change-makers. 
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