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This is a short note to draw your attention to the difference between Social Business, Social
Entrepreneurship, and Social Enterprises. In some writings | see the differences are blurred or
even the terms are used interchangeably. It will be damaging to the concepts to use these terms
interchangeably. | have tried to clarify this in my writings in the past. But | see that the confusion
still persists.

| have defined social business as a business which is created solely for the purpose of solving a
social or environmental problem, and it is a business from which owners don’t take any dividend
except to recoup their own investment. The 7 principles of Social Business include:

1. Business objective will be to overcome poverty, or one or more problems (such as
education, health, technology access, and environment) which threaten people and
society; not profit maximization.

2. Financial and economic sustainability

3. Investors get back their investment amount only. No dividend is given beyond investment
money

4. When investment amount is paid back, company profit stays with the company for
expansion and improvement

5. Gender sensitive and environmentally conscious

6. Workforce gets market wage with better working conditions

7. Do it with joy

Social entrepreneurship and social enterprises are much broader concepts. They relate to
initiatives that solve some social or environmental problems. One relates to the entrepreneur,
another relates to the enterprise. A Social enterprise may not be a business at all. It may be a
non-business initiative of a person to help society overcome some problem. It ranges from non-
business to businesses making attractive profit. A social enterprise may be a charity organization
and/or it can be a profit-making businessproducing both personal profits and social benefits.
However, in a rare case if a Social Enterprise produces no personal profit but only
producessocial benefits such a social enterprise becomes the same as a Social Business, as long
as it remains so. But, as a social enterprise it may move into earing personal profit without
hesitation.

Social Business is a small subset of Social Entrepreneurship. In order to distinguish the two types
of entrepreneurs we call an entrepreneur engaged in social business as a” social business
entrepreneur”’, rather than a “social entrepreneur”. The concept of social entrepreneurship is so
broad that in the practical world it has very limited usefulness.



For a Conventional Business the driving force is Personal Profit:

Conventional Personal Profit
Business Only

For aSocial Business the driving force is and must be Social Benefit exclusively and no personal
profit is allowed:

Social

SEESS Social Benefit Only

For a Social Enterprise the driving force is/can be Social Benefit and Personal Profit.

May or May not be a business. It
maybe a charity. It may combine
social benefit and personal profit in
any ratio. In an extreme case,
personal profit may be zero. Most of
the time it is a combination of both
personal profit and social benefit

Social

Enterprise




Should YSBC courses include discussion on social entrepreneurship?

Of course it should. All theoretical and practical initiatives to bring social dimension in
economics should be included in YSBC courses on social businesses, so that students have a
clear understanding of the differences amongst them. These courses would however go deeper
into the discussion on the theory and the practices of social business because these courses
specialize on this topic. Other concepts in this group of concepts should not be ignored. It is very
important that students understand the whole range of concepts to understand the concept of
social business better.

Let me present the following excerpt from chapter one of my book “Building Social Business”
below:

“Please find an explanation of the difference between the two terms, such as, “social enterprise,”

“social entrepreneurship.” Many other similar concepts are frequently used in literature devoted
to efforts to address problems such as poverty. Although these terms are used in varying ways by
different writers, they are generally used to refer to sub-concepts within either the profit-making
world or the traditional world of non-profit organizations.

“Social entrepreneurship” relates to a person. It describes an initiative of social consequences

created by an entrepreneur with a social vision. This initiative may be a non-economic initiative,
a charity initiative, or a business initiative with or without personal profit. Some social
entrepreneurs house their projects within the traditional non-governmental organisations
(NGOs), while others are involved in for-profit activities.

“In contrast with social entrepreneurship, social business is a very specific type of business — a
non-dividend company with a social objective. A social business may pursue goals similar to
those sought by some social entrepreneurs, but the specific business structure of social business
makes it distinctive and unique.”

We do understand that there are many varying definitions for the term Social Entrepreneurship,
but please ensure that the term is not used interchangeably with Social Business.To avoid
confusion, always highlight the differences between the two concepts: Social Business and
Social Entrepreneurship. Please let us know if you have any questions or suggestions to avoid
future confusion.



