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Social entrepreneurship is a phenomenon of increasing economic and cultural
importance. A key challenge for social enterprises is resource acquisition. However, how
social entrepreneurs acquire the resources needed to grow their ventures is not clear.
Moreover, social enterprises differ from traditional ventures in several key ways which
suggest that research developed from studying traditional entrepreneurs does not fully
apply to social entrepreneurs.

The focus of this dissertation is how social entrepreneurs use narratives to gather
resources. This topic is examined using a multi-study, inductive, theory-building design
based on 121 interviews, observation, and archival data. In Study 1, | interview 75
entrepreneurs, investors, and ancillary participants in the social enterprise sector. In Study
2, | construct case studies of eight technology-focused social ventures.

The result is a framework explaining how differences in entrepreneurs’ narrative
tactics and characteristics are associated with differences in their resource acquisition
success. Specifically, from Study 1 | develop a typology of social enterprise narratives,
identify three narrative-types (personal, social-good, and business), and show that they

possess unique elements. Findings from Study 2 demonstrate that the three narrative-
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types serve as the building blocks for communication with external stakeholders,
particularly investors and the media. | find that successful social entrepreneurs used
narratives to engage in two tactics — tailoring and linking — and constructed narratives
with a unique characteristic: multiplexity. These findings contribute to three literatures
that formed the basis of the study — social entrepreneurship, entrepreneurial resource
acquisition, and organizational narrative theory — and have implications for work on

competing institutional logics and emotion in stakeholder evaluations.
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CHAPTER 1:

INTRODUCTION

‘If a story is not about the hearer he [or she] will not listen. And | here make a rule — a
great and lasting story is about everyone or it will not last.’
John Steinbeck, East of Eden

‘The basic problem that social entrepreneurs face is persuading the rest of the world —
particularly potential funders — that the basic concept is both important and viable.’
Elkington and Hartigan, The Power of Unreasonable People

Social enterprises address conditions harmful to society (e.g. homelessness) using
business, or market-based, methods. Social entrepreneurs create such organizations by
identifying a social problem, discovering (or creating) opportunities based on it, and
developing an innovative means of addressing the problem that generates social and
economic value (Martin & Osberg, 2007; Dees, 1998; Mair & Marti, 2006)1. As a sector,
social entrepreneurship is experiencing rapid growth (Fayolle & Matlay, 2010) and is
attracting increasing amounts of entrepreneurial talent, funding, and attention (Martin &
Osberg, 2007).

The vitality of social enterprise, in both developed and emerging economies, has
recently generated attention from scholars (Mair & Marti, 2006). Indeed, social
entrepreneurship is receiving growing interest in several domains across the social
sciences including economics (e.g. Parker, 2009), political science (e.g. Korosec &

Berman, 2006), sociology (e.g. Vasi, 2009), and organization theory and entrepreneurship

L A universal definition of a “social problem” does not exist (Mooney, Knox, & Schacht, 2000: 2-3);
instead, such problems are defined by objective, subjective, and normative criteria. The objective element
refers to the existence of a particular social condition, while the subjective and normative elements are the
beliefs that the condition is harmful to a segment of society and that it can and should be changed.



(e.g. Austin, Stevenson, and Wei-Skillern, 2006). Within the management discipline,
studies have focused on foundational issues such as establishing a clear and agreed upon
definition of the concept (e.g. Martin & Osberg, 2007), understanding how social
entrepreneurship differs from seemingly related concepts, such as corporate social
responsibility (e.g. Baron, 2007), and identifying the individual-level characteristics of
social entrepreneurs (as well as exploring whether such traits indeed exist; Light, 2009).

Despite increasing academic interest in social entrepreneurship, much remains to
be learned. One critical issue that has yet to receive attention from scholars is how social
entrepreneurs acquire the resources they need. Like traditional entrepreneurs, social
entrepreneurs must assemble financial capital and other resources (e.g. media attention)
in order to launch and grow their organizations (Davila, Foster, & Gupta, 2003). Indeed,
in a 2009 survey of 962 UK-based social enterprises, 56% of respondents claimed that
financing was the most significant enabler of venture success; whereas over 65% claimed
that lack of external investment was the most significant barrier to success (Leahy &
Villeneuve-Smith, 2010). While scholars and practitioners agree that acquiring resources
is both challenging and essential, prior research provides little insight into how the
resource acquisition process unfolds for social enterprises.

Research has examined resource acquisition in traditional new ventures (e.g.
Bruton & Rubanik, 2002; Venkataraman, 1997; Zhang, Soh, Wong, 2011). However, this
literature has limited applicability to social entrepreneurship because social ventures
differ from traditional ventures in several fundamental ways, including the types of

available funders, the motivations for founding, the nature of the opportunities pursued,



the constraints on social entreprencurs’ actions, and the difficulties they face measuring
performance (Derwall, Koedijk, & Ter Horst, 2011; Austin et al., 2006; Zahra et al.,
2009)%. This suggests that the process by which social entrepreneurs gather resources
represents both an important empirical phenomenon and a significant omission in the
prior literature. In this dissertation | examine the following, general research question:
How do social entrepreneurs acquire the resources they need?

Because of the lack of prior theory on this topic, and the limited theory in social
entrepreneurship research more generally (Dacin, Dacin, & Tracey, 2011), to address this
research question | used a multi-study, partially-inductive design aimed at building
empirically-grounded theoretical insights. As is common in inductive, theory-building
studies, early data collection led to further refinements of the above research question.
Specifically, a pilot study and a review of the practitioner literature on the topic of social
venture fundraising, honed the research question by suggesting that the narratives
communicated by social entrepreneurs may play a particularly important role in social
enterprise resource acquisition®.

Since prior research has not catalogued the themes and characteristics that
constitute social enterprise narratives, in Study 1 I sought to create a typology of such
narratives and to answer the following more specific research question, “What narratives
do social entrepreneurs construct?” In the study I conducted 75 interviews with

entrepreneurs, investors, and other participants in the social enterprise sector. The

2 «Social venture” and “social enterprise” are used interchangeably.

* For the purposes of this study, a narrative is defined as a collection of events arranged in a temporal
sequence and containing a causal explanation (Onega & Landa, 1999). More details about this choice of
definition are provided in Appendix B.



findings demonstrate the existence of three narrative-types (personal, social-good, and
business) each possessing unique, constitutive elements. These narrative-types, and their
themes and characters, serve as the buildings blocks for social entrepreneurs’
communication with external stakeholders, and particularly investors and the media.

Study 1 also suggested that there are differences between social entrepreneurs in
how they use the three narrative-types in resource acquisition. For instance, some social
entrepreneurs used different narratives with different resource providers, whereas others
communicated the same narrative to all audiences. The study also suggested that these
differences may be associated with entrepreneurs’ ability to acquire resources.

Thus, in Study 2 I focus specifically on the following research question, “How do
social entrepreneurs use narratives to acquire resources?” To examine this question |
constructed case studies of eight technology-focused social enterprises. Case studies were
created from 34 additional interviews (not included in Study 1) and from archival data.
Five of the ventures represented “successful” resource acquirers, with success defined as
securing a round of external, financial investment; three were not successful (i.e. at the
completion of the study they had not received investment). Financial investment is
emphasized because it is an especially important resource for new ventures that often
influences the acquisition of other resources, such as legitimacy and media attention (e.g.
Shane, 2012; Engel & Keilbach, 2007; Hsu, 2004). Moreover, as described, social
entrepreneurs contend that receiving financing is the most significant enabler of venture

SUCCEeSS.



Results from this study indicate that the successful social enterprises used
narratives differently than the unsuccessful enterprises. Specifically, successful social
entrepreneurs engage in narrative tailoring, which is adapting the emphasis of a narrative
to match the interests of a particular audience. Findings also illustrate that, rather than
using the narrative-types in isolation, successful social entrepreneurs utilize combinations
of the three narratives — i.e. they engage in narrative linking. Finally, I provide evidence
that an important characteristic of social enterprise narratives is their multiplexity — i.e.
the potential ties they contain to multiple stakeholder groups. Multiplex narratives
contain several ways to frame the social venture, which creates multiple, potential
connections to customer and beneficiary groups.

Together, these findings create a framework that explains how differences in
social entreprencurs’ use of narratives are associated with differences in their resource
acquisition success. In addition to its contribution to the social enterprise literature, the
theoretical framework developed also contributes to the two other primary literatures that
inform this study: organizational narrative theory and entrepreneurial resource
acquisition.

First, the framework contributes to organizational narrative theory by shedding
light on several important features of narratives heretofore unexamined. For instance,
although prior work has acknowledged that multiple narratives can exist within an
organization (e.g. Humphreys & Brown, 2002), these narratives are often assumed to be
in conflict (i.e. inconsistent with one another). Evidence presented in this study suggests

that social entrepreneurs create three primary narrative-types, which they use to



emphasize different (but non-conflicting) facets of their venture to different audiences.
Research has not focused on a firm’s ability to construct multiple, consistent narratives
and, thus, has not examined how such stories can be combined. This study reveals that
not only can narrative-types be linked but that doing so can increase the persuasiveness of
communication.

Second, the findings contribute to the literature on entrepreneurial resource
acquisition by uncovering new and previously unexamined factors that can influence
resource acquisition. Moreover, unlike much of the prior work on resource acquisition,
this study captures investors’ evaluations and beliefs first-hand rather than measuring
external investment as a dichotomous outcome or by focusing solely on the dollar amount
of funding. By doing so, several insights and nuances are revealed about the thought-
processes investors engage in when evaluating ventures.

This study stands to contribute to two other topics of organizational research:
competing institutional logics and emotion in stakeholder evaluations. The framework
adds to the literature examining competing logics by providing evidence that social
enterprises represent an organizational form that fosters two dominant logics: social
welfare and economic. Social enterprises not only must achieve operational co-existence
of the logics but must also develop a proficiency in communicating about these logics
with stakeholders (who themselves are often rooted in one logic or the other). In addition,
extending recent work by Battilana & Dorado (2010), which finds that the multiple logics
of hybrid organizations can influence their management of human resources, this study

finds that multiple logics can influence other types of resources, such as those provided



by investors and the media. Understanding how social entrepreneurs use strategies such
as narratives to navigate the tension between their logics has uncovered insights into how
other types of organizations can balance multiple logics and communicate about them to
resource providers.

Finally, the findings also contribute to work on the role of emotion in stakeholder
evaluations. Unlike other studies (e.g. Martens et al., 2007), which focus exclusively on
narrative’s ability to influence cognition-based constructs, such as categorization, this
study begins to shed light on how narratives can influence resource acquisition through
affective (i.e. emotion) mechanisms. The study’s findings suggest that the emotion
conveyed through social enterprise narratives can serve several roles, including capturing
investor (and media) attention, influencing investors’ beliefs and perceptions, creating
connections between social enterprises and investors and, ultimately, influencing
investors to commit resources to an organization.

In addition to its theoretical contributions, this research has normative
implications for social entrepreneurs seeking resources and particularly for those trying to
acquire external investment. First, and most generally, social entrepreneurs should be
mindful of the narratives they construct and communicate to external stakeholders (i.e.
the creation and deployment of narratives should not be viewed as “mere storytelling”).
Indeed, this study provides evidence that narrative use (and misuse) can have serious
ramifications, particularly in fundraising.

More specifically, although debates rage in the practitioner literature about what

type of narrative social entrepreneurs should develop and emphasize — a “social



message” Or an “economic message” — framing the debate as an either-or decision is not
helpful. Both narrative-types are necessary, serve a different purpose, and can work in
tandem. In fact, as will be described, it is important for social entrepreneurs to develop all
three narrative-types — business, social-good, and personal — and to develop a complex
set of linkages between them.

This dissertation begins by reviewing the academic literature on social
entrepreneurship (Chapter 2). | pay particular attention to research focusing on the
definition of social entrepreneurship and how the concept is distinct from related
phenomena, including traditional entrepreneurship. Although this body of research does
not directly address social enterprise resource acquisition, it is foundational for
understanding the phenomenon. | then review the entrepreneurial resource acquisition
literature (Chapter 3). In particular, | emphasize research examining resource acquisition
strategies and the small stream of research that focuses on the role of narratives in
resource acquisition. Next, | discuss the inductive methodology used for the empirical
portion of the study (Chapter 4). As noted above, observations from pilot interviews and
practitioner writings suggest that narratives play a key role in resource acquisition for
social ventures. Therefore, | used the literature on narratives (reviewed in Appendix B) in
a sensitizing role during data collection and analysis. | then describe my main findings,
which correspond to two questions: What narratives do social entrepreneurs construct
(Chapter 5)? And, how do social entrepreneurs use narratives to acquire resources

(Chapters 6-8)? Next, | provide a discussion of these findings, including their



contributions to several literatures and implications for managers and social entrepreneurs

(Chapter 9). Finally, I present the conclusions of the study (Chapter 10).



CHAPTER 2:

A REVIEW OF THE LITERATURE ON
SOCIAL ENTREPRENEURSHIP

In this chapter, | review the academic literature examining social enterprise.
Particular attention is paid to issues that are foundational to the concept, such as the
definition of social entrepreneurship, how it is unique from related phenomena (e.g.
corporate social responsibility, nonprofit organizing), and the distinction between social
and traditional entrepreneurship.
What is a Social Enterprise?

There is no universally accepted definition of “social enterprise” (Tan, Williams,
& Tan, 2005; Martin & Osberg, 2007)*. There are, however, several widely agreed upon
dimensions of the concept (Brouard & Larivet, 2011). For the purposes of this analysis, a
definition that incorporates these commonly agreed upon elements will be used. In
particular, social enterprises are defined as organizations that address conditions harmful
to society through business methods (Austin et al., 2006). Social entrepreneurs are the
individuals that create such organizations. In doing so, they identify a social problem (or
social need), use innovative and entrepreneurial means to address it, and create both
economic and social value. Each of these characteristics is examined in more detail.
The ldentification of a Social Problem (Opportunity)

There is growing evidence that economic, social-service, and political institutions

are unable to serve the needs of large segments of the world population (e.g. Sachs, 2009

* The lack of an established definition is argued to be evidence that the study of social entrepreneurship is
in a “pre-paradigmatic” stage (Kuhn, 1970; Nicholls, 2010; Santos, 2009).
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Mair, 2011). These needs are the result of social problems — or “social-market failures”
(Weisbrod, 1977) — that have not or cannot be tackled by traditional organizations in the
commercial and governmental sectors. The primary activity of social entrepreneurs,
beyond the creation of new ventures, is meeting these unaddressed needs (Fayolle &
Matlay, 2010; Alvord et al., 2004). For instance, social enterprises address problems such
as poverty, social inequality, and environmental degradation. They do so by creating
ventures that allow them to modify the cultural and economic structures that produce
social needs (Mair, 2011). Thus, consistent with the above definition, a primary driver for
social entrepreneurship is the social problem being addressed (Austin et al., 2006)°. In
fact, for many social enterprises the amelioration of a particular social problem is so
fundamental to their mission that it is said to be “baked in” to the organization’s business
model (Boyd, Henning, Reyna, Wang, Welch, 2009).
Entrepreneurial Activity

Social entrepreneurs do not merely attempt to address social problems; they do so
by engaging in activities that are innovative and entrepreneurial (Dees, 1998; Brouard &
Larivet, 2011). These activities involve creating new sources of economic and social
value rather than replicating extant practices or mimicking existing enterprises. In this
way, social and traditional entrepreneurs are similar in that they both strive to “reform or
revolutionize the pattern of production” (Schumpeter, 1950: 13). Moreover, like

traditional entrepreneurs, social entrepreneurs often take innovative actions without

> Similar to the distinction made between opportunity discovery and creation (e.g. Alvarez & Barney, 2007;
Butler, 2004), a distinction can also be made between “unmet social needs” and social enterprise
“opportunities” (Cajaiba-Santana, 2010). A social need (or social problem) is a necessary but not sufficient
condition for the existence of a social opportunity; an opportunity can be viewed as arising when social
entrepreneurs set to induce changes in the environment to address a social need (Cajaiba-Santana, 2010).

11



regard to the resources they currently control (Dees, 1998). Thus, they are innovative in
both resource deployment and creation.
Social and Economic Value Creation

After identifying a need, a social entrepreneur’s goal is to ameliorate the problem
through the creation of social value (Auserswald, 2009). Social value is defined as
“benefits or reductions of costs for society — through efforts to address needs and problem
— in ways that go beyond the private gains and general benefits of market activity”
(Phills, Deiglmeier, & Miller, 2008: 39; emphasis added). As the definition describes,
social value is distinct from private value, which is the benefit accrued to the parties
directly engaged in a market transaction (Auserswald, 2009)°.

Social value can take several general forms, including the provision of goods and
services, the creation of missing institutions, and the reshaping of inadequate institutions
(Mair, 2011). Since traditional entrepreneurs can also engage in these types of activities,
they can also be agents that create social value (Auerswald, 2009). However, one of the
key differences between the two types of entrepreneurs (which will be expanded upon in
the next section) is that social entrepreneurs place the creation of social value on par with
the creation of private value (Zadek & Thake, 1997; Austen et al., 2006). In other words,
in social enterprises the production of social value is not secondary to the creation of
private profit or shareholder wealth. Thus, the relationship between social and traditional
(i.e. commercial) entrepreneurship is not dichotomous. Rather, the two activities can be

viewed as existing on a continuum ranging from new ventures with predominantly social

® Defined this way, social value is similar to, but broader than, the economic concept of a “positive
externality” (cf. Santos, 2009)
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to predominantly economic motives (Sundin & Tillmar, 2010). On this continuum, social
entrepreneurship can be seen as ending where profits and commercial activities take
priority over social mission (Hervieux & Turcotte, 2010)’.

Finally, it is important to note that, like social enterprises, traditional non-profit
organizations also have the creation of social value as a main aim. But what distinguished
a “pure” non-profit from a social enterprise is that, whereas traditional non-profits often
make little effort to generate economic value, social entrepreneurs strive to produce both
social and economic wealth (Fayolle & Matlay, 2011). Indeed, it has been argued that the
two “structuring components” (i.e. governing logics) of social entrepreneurship are the
“economy and social well-being” (Fayolle & Matlay, 2010: 2).

How social enterprises differ from other organizational forms, and particularly
certain types of non-profit organizations, is a contentious — but critical — topic. In order to
clarify the distinction, the following section discusses the issue in greater detail.

Social Enterprise and Related Organizational Forms

There is at least some overlap between social entrepreneurship and other types of
organizing (e.g. nonprofits, charities). The degree of this overlap is attributable to the fact
that, while most definitions of social entrepreneurship include a focus on the common
elements of social problems, entrepreneurial activity, and the creation of economic and
social value, the extent each of these characteristics is emphasized differs across studies.

The result is that the definition of social enterprise is applied either broadly or narrowly.

" Despite their differences, there are some similarities between social and traditional entrepreneurs. For
instance, both groups require proficiency in opportunity recognition (Corner & Ho, 2010). Moreover, social
and traditional entrepreneurs can also share qualities such as risk-taking, proactiveness, and independence
(Zahra et al. 2009).
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For instance, a broad application allows the term “social entrepreneurship” to be applied
to for-profit commercial ventures, initiatives within large corporations, organizations in
the nonprofit sector, and hybrid organizations that mix for-profit and nonprofit
approaches (Austin et al., 2006). In contrast, a narrow application, for instance
emphasizing the creation of economic value, allows only for-profit new ventures with a
social purpose to be labeled social enterprises.

For the purposes of this study, a definition of moderate scope will be used. In
particular, social enterprises can be for-profit, non-profit, or hybrid legal forms. But,
consistent with the characteristics described above, the organization must address a social
problem in an innovative way and generate social and economic value (i.e. there is a
substantive earned-income component to the business model).

A focus on these characteristics clearly removes some organizations from
consideration. For instance, the requirement that the firm be innovative means that non-
innovative non-profits are not social enterprises. This is akin to the distinction that not all
for-profit businesses are entrepreneurial (Carland, Hoy, Boulton, Carland, 1984).
Likewise, even among innovative non-profits, those not striving to create substantial
economic value (e.g. many social service organizations and NGOs) are also not classified
as social entrepreneurs (Zahra et al., 2009). Similarly, established corporations that
engage in philanthropic activity that creates social value, but that do not have this activity
as their primary focus, are also not social entrepreneurs (these activities are more
accurately labeled corporate social responsibility; Carroll, 1999). Finally, although the

term “social entrepreneurship” was coined in the mid-1970s (and popularized in the
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1990s), it can be argued that it is not an entirely new phenomenon (e.g. Fayolle &
Matlay, 2010). Cooperative movements, mutual benefit associations, and cooperative
enterprises from the 19th century are often argued to be early social enterprises (Rispal &
Boncler, 2010). Insofar as these (and other) organizations satisfy the three defining
characteristics of social entrepreneurship, outlined above, for the purposes of this study
they are classified as social enterprises.

Social Enterprise Funding and Narratives

Despite widespread agreement in the social enterprise community that funding is
a significant challenge (Leahy & Villeneuve-Smith, 2010), to date work examining social
entrepreneurship resource acquisition is nonexistent. The only study (empirical or
conceptual), examining this issue is Miller & Wesley (2010). In a “policy capturing” (cf.
Aiman-Smith, Scullen, & Barr, 2003) study of the decision rules of 44 social venture
capitalists (SVCs), they examine how the “dual identities” of social entrepreneurs
(grounded in both social and economic value creation) influence SVCs’ decisions. They
find that SVCs use both social and economic criteria. Specifically, they show that SVCs
assessments of the probability of a social entrepreneurs’ effectiveness are positively
related to several “social” factors, including the ventures’ social mission, community-
based network, and the founders’ passion for change. Perceptions of effectiveness were
also related to several economic factors, including the ventures’ innovation capabilities,
ability to generate earned income, and founders’ business experience.

An additional topic receiving virtually no systematic attention in the academic

literature is the role of narratives in social enterprise. Studies have, however, hinted at the

15



importance of narratives and storytelling in the establishment, funding, and actions of
social ventures. For instance, in a recent review of the social enterprise literature, Dacin,
Dacin, and Tracy (2011: 1205) remark that the “individuals identified as social
entrepreneurs provide the material for rich and powerful narratives.” However, narratives
receive only a passing mention. To date, only one study of social entrepreneurship has
placed narratives at the center of the analysis. In a case study (with a single informant) of
a social entrepreneur who founded a refugee support center in Australia, Jones, Latham,
and Betta (2008) examined how the social entrepreneur created his identity. In agreement
with work outside the entrepreneurial context (e.g. McAdams, Josselson, & Lieblich,
2006; Ibarra & Barbulescu, 2010), they found that the entrepreneur constructed his
identity by crafting narratives.

As previously described, the dearth of (academic) research examining social
enterprise narratives is coupled with a more general lack of social entrepreneurship
research with a theoretical grounding. Indeed, it has been argued that most of the work
examining social entrepreneurship is descriptive and atheoretical (Dacin, Dacin, & Tracy,
2011). For instance, many studies are overly focused on describing the actions of a small
number of notable social entrepreneurs rather than on understanding the general
processes whereby social ventures develop (Corner & Ho, 2010). In addition, only a
limited number of studies have tried to incorporate ideas from existing theoretical
frameworks and perspective [exceptions include Battilana & Dorado, 2010 (institutional
theory); Paredo & Chrisman, 2006 (social network theory); Mair & Marti, 2006

(structuration theory)]. For instance, Short et al. (2009) found that less than a third of the
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articles reviewed cited other research streams as the basis of theory development. Indeed,
based on their review, they concluded that “scholarly progress in social entrepreneurship
research will not accelerate until theoretical relationships become more explicit” and
“explicit predictions informed by sound theory” are included (Short et al., 2009: 173).
Thus, a significant opportunity exists to examine social entrepreneurship, and particularly
social enterprise resource acquisition and narrative use, in a theoretically and

methodologically rigorous manner.
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CHAPTER 3:

A REVIEW OF THE LITERATURE ON ENTREPRENEURIAL
RESOURCE ACQUISITION

In this chapter, | review the entrepreneurial resource acquisition literature. In
particular, |1 emphasize work examining resource acquisition strategies and the small
stream of research that has explored the role of narratives in seeking resources. The latter
is argued to be relevant because it motivates several important theoretical questions this
study seeks to address.

Entrepreneurial Resource Acquisition

Resources, an organization’s bundle of tangible and intangible assets and
capabilities (Amit & Schoemaker, 1993), are fundamental to firm growth (Penrose, 1959;
Wernerfelt, 1984), competitive advantage (Barney, 1991; Peteraf, 1993), and
performance (Rumelt, 1984; Newbert, 2008; Crook, Combs, Ketchen, & Todd, 2008).
Because of their ubiquitous role in organizational processes and outcomes, scholars have
focused on several issues related to resources and resource-use, such as identifying what
resource characteristics are critical for competition (e.g. Barney, 1991; Dierickx & Cool,
1989) and understanding the influence of resource sharing (Gupta & Govindarajan,
1986), bundling and deployment (Sirmon, Gove, & Hitt, 2008; Capron, Dussauge, &
Mitchell, 1998), allocation (Conlon & Garland, 1993), and construction (Baker & Nelson,

2005).
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A key finding from these and other streams of work is that organizations are not
self-sufficient: resources that cannot be produced internally (Baker & Nelson, 2005) must
be obtained from external stakeholders (Pfeffer & Salancik, 1978; Scott, 1998). Firms are
dependent on, and often constrained by, external sources for a significant portion of their
resource needs (Bode, Wagner, Petersen, Ellram, 2011)%. These resource providers
include investors, creditors, suppliers, customers, governmental agencies, and the media
(Barringer & Harrison, 2000; Zott & Huy, 2007). Since providers do not have an
unlimited supply of resources and, hence, cannot fulfill every organization’s needs, firms
must engage in attempts at influencing the allocation decisions of resource holders
(Wernerfelt, 2011).

Although most prior research has focused on resource acquisition in mature firms
(e.g. Greve, 2011; Das & Teng, 2000), a growing body of work examines how nascent
organizations obtain resources from external sources (Bruton & Rubanik, 2002; Jarillo,
1989; Venkataraman, 1997; Zhang, Soh, Wong, 2011). These studies find that a new
venture’s ability to acquire and mobilize both financial and nonfinancial resources is
critical for firm survival and growth (e.g. Brush, Greene, & Hart, 2001; Eisenhardt &
Schoonhoven, 1990). Acquiring resources is, however, a difficult task and, arguably, “the
greatest challenge faced by entrepreneurs” (Brush et al., 2001: 71).

In particular, new ventures face several problems related to establishing and

growing their resource base. These challenges are generally attributable to a liability of

® A number of recent studies, however, question the classical assumption of early resource dependence
theorists (Pfeffer & Salancik, 1978) and suggest that, in fact, resource seekers and resource providers share
a mutual dependence (Villanueva, Van de Ven, & Sapienza, 2012; Gulati and Sytch, 2007; Casciaro and
Piskorski, 2005).
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newness (Aldrich & Auster, 1986; Shane, 2000; Stinchcombe, 1965), which manifests in
several ways. First, new ventures lack a track record of proven competencies, which
creates uncertainty for resource providers (Stinchcombe, 1965; Zott & Huy, 2007). Lack
of a proven business model, coupled with the high risk associated with the
entrepreneurial process, makes it difficult for resource holders to assess the quality of a
new venture and, more fundamentally, its probability of success (Shepherd, 1999; Zott &
Huy, 2007).

Uncertainty is exacerbated by information asymmetry (Shane, 2000). Since
entrepreneurs generally possess more information than outside evaluators about the
prospects of their businesses and the competence of founders and the management team,
resource providers face challenges when trying to verify entrepreneurs’ ability to provide
them with high returns on their resources (Zhang, Soh, Wong, 2011; Amit, Brander, and
Zott, 1998). In addition to having less knowledge than entrepreneurs about the intrinsic
characteristics of the venture, resource providers also often possess less information
about the extrinsic value of the opportunity being exploited (Shane, 2003). The
evaluation of an opportunity is particularly difficult when a venture has not yet made an
attempt to exploit it (i.e. when the venture is in the “idea” phase; Marten et al., 2007).
Information asymmetry may be further exacerbated because, in young firms, it can be
difficult for managers to articulate the detailed information about the venture that
resource providers desire (Winborg & Landstrom, 2000). Even if entrepreneurs can

provide such information they may be reluctant to do so because of fears that critical
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information about their core competencies may leak through to competitors and, thus,
compromise the firm’s competitive advantage (Winborg & Landstrom, 2000).
Resource Acquisition Strategies

The result of uncertainty and information asymmetry is that resource holders are
reluctant to commit resources to new ventures (Schoonhoven and Romanelli, 2001,
Hellmann, 2002; Zott & Huy, 2007). Intense competition among new ventures for
resources (Carroll & Hannan, 1989), along with the scarcity of these resources, means
that nascent organizations cannot wait passively for resource providers to notice and
invest in their activities (Romanelli & Schoonhoven, 2001). Most research has focused on
two, related sets of actions that entrepreneurs take to cope with these challenges:
leveraging networks and building legitimacy (Martens et al. 2007).

Social networks, comprised of direct and indirect ties between new ventures and
resource providers, can improve entrepreneurs’ ability to acquire resources by facilitating
the transfer of information between parties and, thus, by reducing information asymmetry
(Venkataraman, 1997; Zhang, Soh, Wong, 2011). Moreover, a new venture’s social
network, and particularly its ties to high-status partners (e.g. venture capital firms,
prestigious board directors) can act as a signal to resource providers of the quality of the
venture and its business model (Shane & Cable, 2002; Stuart et al., 1999; Florin,

Lubatkin, and Schulze, 2003; Martens et al. 2007)°.

® In addition to external relationships, internal factors, such as the caliber of the founding team (Eisenhardt
& Schoonhoven, 1990) and characteristics of business planning (Delmar & Shane, 2003; MacMillan,
Siegel, & Narasimha, 1985) can also be signals of new venture quality.
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For instance, in a study of high-tech entrepreneurs, Zhang, Soh, and Wong (2011)
found that indirect ties, in which a referrer exists between an entrepreneur and a resource
owner, enhanced the likelihood of resource acquisition. The authors argue that the
presence of referrers increases the flow of resources because they help to lessen the
information asymmetry between entrepreneurs and resource owners. Similarly, Starr and
MacMillan (1990) argue that resource acquisition is often the result of a process of
“social contracting” whereby entrepreneurs obtain resources by exploiting their social
assets. These assets include obligations, expectations, and mutually developed norms that
evolve from ties formed in prior social interactions.

Hallen (2008) provides evidence of how entrepreneurial social relationships are
formed. Specifically, in a study of how new firms form relationships with venture
capitalists (a significant resource provider), the author found that when new organizations
formed their ties early, they obtained their initial network position through founder ties
and human capital; whereas when new organizations formed their first ties later, they
achieved their network position through their organizational accomplishments. In a
companion to the previous study, Hallen and Eisenhardt (2012) conduct an inductive
field study of nine Internet security ventures seeking investment ties. They find that there
are two “equifinal” paths for how new ventures form ties. Specifically, privileged firms
rely on existing direct ties, while other, lower-status firms rely on “catalyzing strategies”,
a means by which executives advantageously shape opportunities and inducements to

form ties available to many firms.
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In addition to leveraging their social networks, it is also critical for entrepreneurs
to build legitimacy during the early stages of a venture (Stinchcombe, 1965; Aldrich &
Fiol, 1994; Lounsbury & Glynn, 2001; Zimmerman & Zeitz, 2002; Zott & Huy, 2007).
Legitimacy is “a generalized perception or assumption that the actions of an entity are
desirable, proper, or appropriate within some socially constructed system of norms,
beliefs, and definitions” (Suchman, 1995: 574). Legitimacy is itself a resource, which is
necessary for the acquisition of other resources (Zimmerman & Zeitz, 2002). If resource
providers do not grant legitimacy to a new venture and its actions, then they will be less
likely to invest resources, such as human and financial capital (Zott & Huy. 2007).

However, entrepreneurs can take strategic action to gain legitimacy (Lounsbury
& Glynn, 2001). For instance, in a study of new ventures in an emergent Internet sector,
Sine, Mitsuhashi, and Kirsch (2006) found that, contrary to Burns & Stalker (1961) who
argue that organic structures are more effective in dynamic environments, new ventures
with higher founding team formalization, specialization, and administrative intensity
outperformed those with more organic organizational structures. They argue that this
finding is attributable to the legitimacy firms gain by formalization, in part, counteracting
ventures’ liability of newness.

Finally, it is important to note that legitimacy building and the formation of social
ties are not unrelated activities. One of the primary ways that entrepreneurs demonstrate
to evaluators that their ventures are desirable, proper, and appropriate is by forming
relationships with high-status individuals and firms (Hallen, 2008). Yet, these high-status

partners will be reluctant to form such relationships if they do not believe a firm’s actions
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are legitimate (Hitt, Ahlstrom, Dacin, Levitas, & Svobodina, 2004). Thus, legitimacy and
the creation of social capital are intimately linked.

Prior work examining how ventures acquire resources has been criticized for not
providing a full understanding of the mechanisms underlying how firms’ existing
resources are leveraged to attract additional resources (e.g. Lounsbury & Glynn, 2001;
Zott and Huy, 2007). To address this issue, Zott and Huy (2007) argue for focusing on
the behaviors that entrepreneurs engage in to obtain resources. In a study of symbolic
actions (i.e. “actions in which the actor displays or tries to draw other people's attention
to the meaning of an object or action that goes beyond the object’s or action’s intrinsic
content or functional use”) taken by British new ventures to acquire resources, the
authors found that there were four symbolic action categories that facilitated resource
acquisition. Specifically, symbolic actions (e.g. taking a prestigious investor along to a
supplier negotiation) were taken to convey the entrepreneur’s personal credibility,
professional organizing, organizational achievement, and the quality of stakeholder
relationships. Entrepreneurs who performed a variety of symbolic actions from the
previous categories had more success obtaining resources than those that did not engage
in these activities.

Narratives and Entrepreneurial Resource Acquisition

Although not a focus of their study, Zott and Huy’s (2007) findings suggest that
how entrepreneurs convey actions to stakeholders is key to convincing resource owners to
commit resources. In fact, an emphasis on communication between resource seeker and

provider has led to the development of an additional stream of research, which draws on
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multiple theoretical perspectives (e.g. legitimacy, identity) and examines how the
narratives entrepreneurs use to describe their ventures, products, and actions influence
their ability to obtain resources.

A foundational work in this growing literature is Lounsbury and Glynn (2001),
which builds on suggestions in prior work about the link between new venture legitimacy
and founders’ use of verbal strategies such as issue framing, symbolism, and rhetorical
techniques (e.g. Aldrich & Fiol, 1994). In their conceptual paper, they argue that the
stories of entrepreneurs serve a function beyond mere entertainment. Rather, narratives
play a critical role in the processes that enable new ventures to emerge. Specifically,
stories told by (and about) entrepreneurs can help to create favorable interpretations of
the wealth-creating possibilities of the venture, thus increasing the likelihood that
resources will flow to the new firm. Narratives influence interpretations by creating and
legitimating a new venture’s identity. In this role, they are suggested to function as a
mediator between extant stocks of entrepreneurial resources and subsequent resource
acquisition. They define the use of narratives in this way as “cultural entrepreneurship”.

Martens, Jennings, and Jennings (2007) used a mixed-methods study to also
examine the role of stories in the resource acquisition attempts of entrepreneurs in high-
tech industries. In a study of initial public offerings (IPOs), they found that the identity
constructed for a new venture in an entrepreneurial narrative had an influence on resource
acquisition that was net of the influence of “actual” information about the firm’s existing
resource endowments. Also, stories that elaborated the rationale behind a new venture’s

intended actions in an entrepreneurial narrative had a positive, but diminishing, effect on
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the firm’s resource acquisition ability (although highly complex rationales hindered a
firm’s ability to influence potential investors). Finally, narratives that embedded
contextually familiar elements had a positive, but diminishing, effect on resource
acquisition ability. Overall, their results suggest that particularly influential
entrepreneurial narratives: (1) construct unambiguous identities for entrepreneurial firms,
(2) clearly elaborate how the proposed means of exploitation will attenuate risk, and (3)
invoke familiar elements to contextually ground those that are less familiar.

These studies, and others (e.g. Porac, Mishina, & Pollock, 2002; Downing, 2005),
make strides in increasing our understanding of the role of narratives in new venture
resource acquisition. Several opportunities, however, remain. First, as discussed, prior
work has not examined the role of resource acquisition narratives in social enterprise. But
there is evidence to suggest that narratives may play a particularly potent role in social
entrepreneurs’ attempts to secure investment and attract media attention (see Appendix C
for a review of evidence from the practitioner literature on this topic). Second, studies
examining narratives in entrepreneurial resource acquisition, as well as the larger
literature on organizational narrative theory, share an implicit commonality: they all
emphasize narrative’s ability to influence cognition-focused constructs, such as
legitimacy, categorization, and sensemaking, rather than on the role of stories in shaping
resource providers emotional responses to firms. But, both the comprehension of
narratives and the impact they have on audiences is not purely cognitive (e.g. Coplan,
2004). Indeed, evidence suggests that emotion may play an important role in social

enterprise resource acquisition (Appendix C). Third, the study of narratives in resource
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acquisition, is a nascent literature comprised of a limited number of conceptual papers
and even less empirical work. There are, thus, a number of important, yet unexplored,
research opportunities surrounding how new ventures, and particularly new social
ventures, use narrative communication to influence the allocation and investment

decisions of resource providers.
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CHAPTER 4:

METHODS

Research Design

Given the lack of prior theory in the academic literature concerning social
enterprise resource acquisition, in this dissertation | used an inductive approach. I
conducted a pilot study and two main studies. The latter addressed the two primary
research questions (i.e. “What narratives do social entreprencurs construct?” and “How
are these narratives used?”).

Pilot Study

First, a pilot study was conducted with both social entrepreneurs and investors.
There were several objectives of the study including gaining a better understanding of the
social enterprise context, getting preliminary insights into social enterprise resource
acquisition, uncovering attributes important to the methodological design, and refining
and shaping the final interview guides. Twelve individuals in the social enterprise sector,
representing both entrepreneurs and funders, were formally interviewed. Moreover, |
conducted an extensive review of the practitioner literature regarding social enterprise
resource acquisition. In addition to the formal interviews, observation and informal
interviews were conducted at three, practitioner-focused social enterprise conferences (all
of which included funding competitions). Finally, | engaged in direct, participant

observation of a pitch by a social entrepreneur to a large, corporate donor.
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The pilot interviews provided preliminary insights into the social enterprise
resource acquisition process and helped to narrow the focus of the study to social
enterprise narratives'®. The study also suggested that in order to understand how
narratives are used in resource acquisition it is important to formulate a typology of social
enterprise narratives. (More information about the pilot including a detailed summary of
its findings is included in Appendix C).

Study 1

Since a typology of social enterprise narratives does not exist in the literature, the
goal of Study 1 was to create such a typology. For this study, I interviewed 75 individuals
in the social enterprise sector. To increase the generalizability of the typology, informants
were chosen to represent a wide range of perspectives (e.g. multiple industries and
occupations). | interviewed social entrepreneurs, investors, consultants, media members,
attorneys, and marketing / advertising professionals. These individuals represented 44
social enterprises (for some ventures multiple informants were interviewed), 17 funders,
and 8 ancillary participants in the sector. Table 1 contains a description of the social
entrepreneurs’ interviewed grouped by industry focus (Appendix D contains tables
describing the other types of informants). In addition, | also gathered observation data by
attending practitioner conferences, social enterprise expos and tradeshows, “social”
investment funds board meetings, pitches and pitch events, and the meetings of a social

enterprise founding team formulating its business plan.

'®Pilot interviews also offered an opportunity to test interview questions and aided in the development of
interview guides for the two main studies.
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DESCRIPTION OF STUDY 1 INFORMANTS:

TABLE 1:

SOCIAL ENTREPRENEURS

Informant Position Social Industry Social Enterprise
Enterprise Focus Description
Organizational
Form
Social Founder/CEO | For-profit Apparel / Import goods from
entrepreneur_1 Jewelry artisans in
developing countries
Social Founder/CEO | For-profit Apparel Produces Fair Trade
entrepreneur_2 shoes; buy one-give
one model
Social Founder/CEO | For-profit Apparel Produces clothes
entrepreneur_3 using fabric from
weavers in emerging
countries
Social Founder/CEO | For-profit Apparel Provide Refugee-
entrepreneur_4 produced clothing
Social Founder / For-profit Apparel / Import goods from
entrepreneur_16 | CEO1 Jewelry artisans in
developing countries
Social CEO 2 For-profit Apparel / Import goods from
entrepreneur_17 Jewelry artisans in
developing countries
Social Director For-profit Apparel / Provides refugee
entrepreneur_30 (subsidiary) Jewelry women living in the

United States
employment and
educational training;
owned by traditional
nonprofit.
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TABLE 1 (cont.)

Social Co-founder / | For-profit Apparel / Import goods from
entrepreneur_19 | CFO Jewelry artisans in
developing countries
Social Founder / Nonprofit Apparel / Provide employment
entrepreneur_44 | Director Jewelry and education to
refugees.
Social Founder/CEO | For-profit Jewelry Import jewelry from
entrepreneur_9 artisans in
developing countries
Social Founder/CEO | For-profit Food/Beverage | Import goods from
entrepreneur_10 artisans in
developing countries
Social Co- For-profit Food/Beverage | Import goods from
entrepreneur_11 | founder/CEO artisans in
developing countries
Social Founder / Nonprofit / For- | Food / Faith-based
entrepreneur_46 | Executive profit Beverage organization focused
Director on ecumenical
unification; own
social enterprise
(bottled-water
company)
Social President Nonprofit / For- | Food / Faith-based
entrepreneur_47 profit Beverage organization focused
on ecumenical
unification; own
social enterprise
(bottled-water
company)
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TABLE 1 (cont.)

Social T™MT Nonprofit / For- | Food / Faith-based

entrepreneur_48 | Member profit Beverage organization focused
on promoting
ecumenism; own
social enterprise
(bottled-water
company)

Social T™MT For-profit Food Socially-conscious

entrepreneur_15 | member retail grocer

Social Founder/CEO | For-profit Health Care Online platform that

entrepreneur_5 improves medical
equipment donations
in the developing
world

Social T™MT For-profit Advertising Create signage for

entrepreneur_6 | member causes

Social Founder / For-profit Advertising/ | Production company

entrepreneur_20 | CEO Marketing with social-good
focus.

Social Founder For-profit Web Design Create websites for

entrepreneur_7 causes, charities,
nonprofits

Social Co-Founder | For-profit Youth Summer camp that

entrepreneur_8 Outreach teaches social
innovation

Social Founder / Nonprofit Youth Development

entrepreneur_28 | Executive Outreach program using

Director sustainable

agriculture to target
at-risk youth
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TABLE 1 (cont.)

Social Founder/CEO | For-profit Firearms Socially- and

entrepreneur_12 environmentally-
friendly weapons
producers

Social Co- For-profit Consulting Social media

entrepreneur_13 | founder/CEO fundraising

Social Co-founder/ | For-profit Consulting Social media

entrepreneur_14 | CMO fundraising

Social Co- For-profit Consumer Child safety on the

entrepreneur_18 | founder/CEO Software Internet

Social Founder / For-profit Online Giving | Social-good

entrepreneur_21 | CEO fundraising

Social Co-founder / | Nonprofit Online Giving | Automatic micro-

entrepreneur_22 | CEO donations

Social Founder Nonprofit Job Training Café offering

entrepreneur_23 culinary job training
for low income
adults

Social Founder/ Nonprofit Job Training Cultural center

entrepreneur_24 | President providing training
and vocational
mentoring to
disadvantaged,
disabled, and
underemployed
persons

Social Co-founder Nonprofit Job Training Teaching

entrepreneur_27 construction skills to
women.
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TABLE 1 (cont.)

Social Founder Nonprofit Job Training Provide culinary

entrepreneur_32 skills to at-risk
youth

Social Founder / Nonprofit Job Training/ | Provide English

entrepreneur_33 | Executive Enrichment training and

director education to non-

native-speaking
workers

Social Co-Director | Nonprofit Job Training/ | Employment

entrepreneur_35 Enrichment opportunities for the
homeless

Social Co-Director | Nonprofit Job Training/ | Employment

entrepreneur_36 Enrichment opportunities for the
homeless

Social T™T For-profit Job Training / | Provide job training

entrepreneur_43 | Member Employment | for individuals with
mental disabilities

Social TMT Nonprofit Economic Provide innovative

entrepreneur_25 | Member Development | youth outreach

(CFO) programs, shelters,

and employment;
operate several
social enterprises

Social Founder / Nonprofit Economic Community

entrepreneur_34 | CEO Development | Development
Corporation focused
on economic
development in
underserved
communities.
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TABLE 1 (cont.)

Social
entrepreneur_45

Founder /
Executive
Director

Nonprofit

Economic
Development

Faith-based
organization that
provides educational
programs in the
developing world;
owns a social
enterprise (coffee
shop)

(emerging
economies)

Social
entrepreneur_49

Founder /
CEO

For-profit

Economic
Development

Provide clean-water
program in the
developing world

Social
entrepreneur_50

Co-founder

Nonprofit

Economic
Development /
Online
Fundraising

Provide an online
platform to increase
investments in social
enterprises around
the world

Social
entrepreneur_41

Founder /
Executive
Director

Nonprofit

Microfinance

Provide
opportunities for
women in poverty
through microcredit,
entrepreneurship,
and training

Social
entrepreneur_26

Founder /
CEO

For-profit

Nonprofit
Fundraising

Hotel booking
engine as
mechanism for
nonprofit
fundraising

Social
entrepreneur_39

TMT
Member

Nonprofit

Discount
Consumer
Goods

Help individuals
with barriers to
employment enter
the workforce world.
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TABLE 1 (cont.)

Social
entrepreneur_29

Director of
Social
Enterprises

Nonprofit

Faith-Based
Philanthropy

Traditional faith-
based nonprofit
providing a variety
of social services to
those in need; owns
two social
enterprises

Social
entrepreneur_31

Director

For-profit
(subsidiary)

B2B Services

Translation services
for businesses;
owned by traditional
nonprofit.

Social
entrepreneur_37

Director of
Social
Enterprise

Nonprofit

Social services

Traditional social
service organization
providing training,
education, support to
at-risk youth; own
social enterprise.

Social
entrepreneur_38

Director

For-profit
(subsidiary)

Social-services

Event space that
employs at-risk
youth; owned by
traditional nonprofit
organization.

Social
entrepreneur_40

Director of
Social
Enterprise

Nonprofit

Social
Services

Traditional social
service organization
focused on
empowering women
through child-
services and
residential-services
programs; operate
two social
enterprises

36




TABLE 1 (cont.)

Social T™MT Nonprofit Social services | Provide affordable
entrepreneur_42 | Member housing and support
services for
thousands of low-
income families and
individuals,
empowering them
with the tools they
need to succeed

The single informant data of Study 1 was appropriately structured for creating a
typology. However it was not well-suited for making comparisons across social
enterprises and for understanding how differences in narrative use between social
enterprises correspond with differences in funding success. Study 2, which utilized a
multi-case method, was conducted to address these issues.

Study 2

In Study 2 | focused on eight technology-focused social enterprises that were not
part of the pilot study or Study 1 (Table 2). Five of these cases received external financial
investment and were thus classified as funding “successes” and three did not. For all
social enterprises, funding attempts were either contemporaneous to the study or had
occurred within the recent history of the firm. This allowed the study to incorporate both
retrospective and real-time data. Incorporating both forms of data improved the
likelihood that informants were able to remember the events that transpired and could do

S0 accurately.
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In each of the eight cases, informants included members of the founding team,
executive team, and board of directors. Interviews revealed that seeking external
investment was an activity engaged in by only a few individuals at each firm. Therefore
the choice of informants at each social enterprise focused on the few key managers who
were actively involved in fundraising. Access to each social enterprise was obtained
through the organization’s CEO (who was often one of the founders). The initial contact
then helped to identify other members of the enterprise who had been involved in
fundraising and made introductions to the firms’ investors and board members. Other
informants were identified using “snowball” sampling in each successive interview.
Additional investors, and particularly funders choosing not to invest in an organization,
were identified through mentions in media articles and organizational documents and

were contacted by “cold-calling”.
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TABLE 2:

DESCRIPTION OF CASES

COMPANY FOCUS YEAR OUTCOME | FUNDING | FUNDING | INTERVIEWS;
LAUNCHED; SOURCE ROUNDS
MEDIA
STAGE OF ARTICLES &
DEVELOPMENT MEDIA
INTERVIEWS
Alpha Social service | 2009 Funded VC; Angel 2 6; 28
efficiency
Post-Revenue Amount =
(Volunteer $2.2M
management)
$760K seed;
$1.5M
Series-A
Lambda Social service | 2010 Funded Angel 1 7; 18
efficiency
Post-Revenue Amount =
(Service $150K
delivery)
Beta Nonprofit 2010 Funded Angel 2 2:29
fundraising
Post-Revenue Amount =
$1.6M
$500K seed:;
$1.1M
Series-A
Rho Nonprofit 2011 No funding 3; 16
fundraising Post-Revenue
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TABLE 2 (cont.)

Epsilon Social media 2010 Funded Angel; 3 4; 25
fundraising
Post-Revenue Amount = Private
$2M equity
($500K
angel; $1.5M
PE)
Omega Social media | 2010 No funding 7;23
fundraising
Post-Revenue
Gamma Online 2011 Funded Angel 1 3;34
marketing Post-Revenue Amount
undisclosed
Sigma Online 2011 No funding 2;15
Marketing
Post-Revenue
Total 34; 188

Data Collection

As described, Study 1 data was collected from interviews with 75 individuals

involved in the social enterprise sector. Interviews were semi-structured, lasting

approximately an hour in duration, and included a combination of closed- and open-

ended questions. Interviewees were first asked to provide background information. Social

entrepreneurs were then asked to describe the founding of their current venture. Each

entrepreneur was then asked about their resource acquisition attempts (seeking both

financial and nonfinancial resources) and about prospective sources of funding (i.e. what

resource acquisition attempts they had planned). In contrast, interviews with resource

providers focused on recent funding decisions and on the criteria used to choose between
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investments. In general, interviews in Study 1 followed a more open-ended format than in
Study 2 and focused on the expertise of the informant and their experiences with social
enterprise resource acquisition.

In Study 2 | collected data from technology-focused social enterprises. This
subset of social ventures was chosen because, following prior work (e.g. Madill, Haines,
& Riding, 2005), tech-ventures are more likely than other types of entrepreneurial
ventures to pursue external investment. Thus there was reason to believe that resource
acquisition activity would be prevalent in this set of firms and that most of the founders
would have at least considered pursuing external investment.

| selected the eight specific social enterprises based on theoretical and pragmatic
considerations (Eisenhardt, 1989; Yin, 1984). First, to be considered for inclusion in the
study, a venture had to fall under the general definition of social enterprise (i.e. an
organization targeting a social problem using business methods). It also had to possess
the three, more specific, characteristics of a social enterprise (i.e. addressing a social
problem, creating economic and social value, doing so in an innovative way; Martin &
Osberg, 2007, Dees, 1998). Second, because of the focus on resource acquisition, I chose
social enterprises that allowed for access to real-time data collection and observation of
resource acquisition attempts. Thus, | targeted social ventures that were active in seeking
funding (i.e. were currently, or very recently, engaged in resource acquisition attempts),
rather than social enterprises whose funding sources were established. Moreover, | also
avoided very early-stage start-ups, which had yet to make (significant) attempts to

acquire funding and resources. Finally, as described, | chose technology-focused social
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enterprises because, as with traditional start-ups, tech-focused ventures are typically more
active in seeking external investment than new ventures operating in other industries.
Table 3 depicts how each social enterprise’s funding coincided with the timeline of data
collection. The table shows that all of the “successful” cases received funding during the
period of data collection and only two rounds of funding (Alpha’s and Epsilon’s seed
rounds) occurred outside the data collection window.

TABLE 3:

TIMELINE OF FUNDING AND DATA COLLECTION

Data |==mmmmm e e e

collection | ----- |
3/10 6/10 9/10 12/10 3/11 6/11 9/11 12/11 3/12 6/12 9/12 12/12
3/13

Alpha * *

Beta * *

Epsilon * * *

Gamma *

Lambda *
3/10 6/10 9/10 12/10 3/11 6/11 9/11 12/11 3/12 6/12 9/12 12/12
3/13

* = firm received funding

For the social enterprises, | interviewed founders, members of the executive team,
and board members. I also interviewed the ventures’ investors and, when possible,
funders that evaluated the venture but decided not to invest. | used semi-structured
interviews that utilized a combination of closed- and open-ended questions. Interviews
took place in person or over the phone. Interview sessions lasted between 45 and 90
minutes. During the interview, informants were provided with a very general description

of the topic of the study (e.g. “social enterprise fundraising”). Moreover, | offered
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informants confidentiality and the option for pseudonyms to be used to ensure their
anonymity and the anonymity of their social enterprise. | also advised informants that the
information they provided would not be communicated between interviews to other
informants.

Separate interview guides were developed for social entrepreneurs and investors
(an example is included in Appendix E). The interview guides for social entrepreneurs
began by asking for background information on the informant and the social enterprise. |
then asked a series of questions about the chronology of the company. | emphasized their
fundraising and investment-seeking activities. Informants were asked to relate the details
of their funding attempts. These questions were supplemented through probing and
clarifying questions (Santos & Eisenhardt, 2009). Questions concentrated on facts and
events rather than on respondents’ interpretations (Eisenhardt, 1989). | emphasized
resource acquisition attempts made in the previous 18 months since recollections are
relatively stable for this time period (Huber & Power, 1985). Finally, entrepreneurs and
investors were also asked specific, closed-ended questions (e.g. “On what date did the
venture receive its first round of angel investment?”)

Interview information was supplemented by several additional sources of data.
These data sources contained important information about each firm (e.g. changes in
senior management) and their narrative content and use. First, for each firm | collected
every media article available — both print-media and web-only content — using databases
such as LexisNexis. | also gathered online information about each social enterprise (e.g.

all articles and videos contained on their websites, blogs, YouTube channels). In addition,

43



using the Internet Archive (www.archive.org), | collected all previous versions of each
company’s website (and other online materials) dating back to its founding. Third, I
collected the firms’ external communications, such as press releases (e.g. using PR
Newswire). Finally, when possible, | attended and recorded the firms’ pitches (or
received videos of the pitches from my primary contact).

In addition to the interviews, if clarification was needed, follow-up questions
were asked via email. If fundraising was ongoing at the time of the initial interview,
subsequent interviews were conducted with the primary informant (e.g. usually the CEO)
after a major event, such as the closure of a round of fundraising.

All interviews were recorded using a digital recorder and then transcribed. In
total, the three studies contained 121 interviews. These produced approximately 2400
double-spaced pages of transcripts. Table 4 summarizes the data collected for each of the

eight cases.
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TABLE 4:

SUMMARY OF DATA

COMPANY | Interviews Media Online External Website
articles / Material [Communication
D Archives
ocuments
Interviews (e.g.
Company
Blog,
YouTube
channel)
Alpha 6 28 Y Y 12
Lambda 7 18 Y N 10
Beta 2 29 Y Y 11
Rho 3 16 Y Y 6
Epsilon 4 25 Y Y 12
Omega 7 23 Y Y 11
Gamma 3 34 Y Y 7
Sigma 2 15 Y Y 8

Data Analysis

Data collected in Study 1 — the 75 interviews with participants in the social
enterprise sector — was analyzed using established procedures for inductive, theory-

building research (Miles & Huberman, 1994). Specifically, as | documented patterns in
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the data, | constructed tentative theoretical explanations and used the data from each
interview to challenge or extend the working theory (e.g. Strauss & Corbin, 1998; Baker
& Nelson, 2005). During the process of analyzing the data, revising theory, and returning
to the data, the typology of social enterprise narratives reported in Chapter 5 emerged.

Study 2 data was analyzed by building cases for the eight social enterprises.
Specifically, several data sources (e.g. interviews, media articles, website archives, pitch
videos) were synthesized to form a case study for each social enterprise. Each case study
followed a similar structure and contained the same information: a history of the social
venture, the backgrounds of the founders, the social problem addressed, the business
model, and fundraising activities (including information about each resource acquisition
attempt and outcome). Case studies averaged 54 double-spaced pages in length and
included narrative, selected quotes from informants, tables containing specific firm and
fundraising information (e.g. funding dates; amount of each round of investment) and
timelines summarizing events.

After constructing the case studies, | began within- and across-case analyses. The
goal of within-case analysis was to understand events experienced by the focal social
ventures and to develop generalized codes, themes, and theoretical constructs that
emerged as being important for resource acquisition (Eisenhardt, 1989). Although there
were obvious similarities and differences among cases, to maintain the independence of
the replication logic, I did not conduct detailed analysis until all cases were complete.

In contrast, | used across-case analysis to “triangulate and substantiate” emerging

constructs (Ravasi & Phillips, 2011). Cases were treated as a series of experiments, each
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serving to either confirm or disconfirm insights drawn from other cases. | examined if
emerging constructs were present across multiple cases and if similar themes emerged in
multiple settings (Miles & Huberman, 1994; Eisenhardt, 1989). In addition, in some
instances it was useful to compare pairs of cases to highlight their similarities and
differences. | refined emerging constructs and relationships using replication logic (Yin,
1994), revisiting the cases to determine if each demonstrated the same pattern or theme.
Finally, tables, charts, and figures were used to facilitate between-case analysis.

The ultimate goal of the analysis phase, and the two studies, was to create a
theoretical framework that addressed the guiding research questions and that explained
the relationships observed. What emerged from this process was a framework to explain
how differences in entrepreneurs’ narrative tactics and characteristics are associated with
differences in their resource acquisition success. Study 1 demonstrates that social
entrepreneurs can construct three narrative-types (personal, social-good, and business)
each possessing unique elements. These narrative types serve as the buildings blocks for
communication with external stakeholders and particularly investors and the media.
Study 2 provides evidence that successful social entrepreneurs used these narratives to
engage in two tactics — tailoring and linking — and constructed narratives with a unique
characteristic: multiplexity. The next four chapters present the findings that led to the

construction of this framework.
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CHAPTER 5:

WHAT NARRATIVES DO SOCIAL ENTREPRENUERS
CONSTRUCT?

Evidence from a pilot study (Appendix C) suggests that narratives can play a
particularly important role in social enterprise funding. However, scholars have not
examined the narratives used by social entrepreneurs in acquiring resources. An
important first step in understanding narrative-use is the development of a typology of
social enterprise narratives. The creation of such a generalized typology can help to map
and elucidate what narrative content (e.g. themes and characters) is available to social
entrepreneurs. Moreover, narrative content is the focus of the typology because it is
arguably the most general characteristic of narratives and the most commonly examined
source of similarities and differences (e.g. Georgesen & Solano, 1999). Other elements of
narrative structure (e.g. stylistic features such as differences in syntax, phonetics,
grammar, and semantics) were not examined since linguistic analysis was not the focus of
the study.

In this chapter, | present evidence from Study 1, the goal of which was to create a
typology of social enterprise narratives. Findings suggest that social entrepreneurs can
develop and communicate three types of narratives: personal, social-good, and business.
It will be argued that these narrative-types and their elements (e.g. characters, themes)
serve as the building blocks for the stories entrepreneurs tell about their ventures and for

more complex narrative tactics. Thus, the findings in this chapter lay the groundwork for
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subsequent chapters, which examine how these narrative-types are used in resource

acquisition**.

Personal Narratives

Findings indicate that social entrepreneurs draw on their lived experiences to
construct personal narratives, which are a compilation of the entrepreneurs’ experiences,
attributes, significant life events, and founding stories. They can be used in
communication with multiple stakeholder groups, including investors, the media,
customers, and employees. Although the specific details included in these stories are
idiosyncratic to each entrepreneur, across the stories there are recurring patterns in the
narratives’ content (i.e. the characters and themes).

Characters

The founders of a social enterprise constitute the agents (or “characters”) in
personal narratives. If firms have multiple founders one is often designated — implicitly or
explicitly — as the focal character. As described below, this individual’s experiences (e.g.
work and non-work experiences, significant life events), attributes (e.g. beliefs, values,
motivations), key decisions, and the story of how he or she founded the social enterprise,
constitute the main themes of personal narratives. Table 5 provides examples of each

theme and sub-theme®?,

1 This chapter is presented in a manner that is more descriptive than analytical. This corresponds with the
chapter’s overarching goal: to describe and classify the narratives constructed by social entrepreneurs.
2 A more comprehensive table is included in Appendix D.
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TABLE 5: PERSONAL NARRATIVES

Themes (and sub-
themes)

Ilustrative quote(s)

Prior experiences

Work experiences

“...1'was at one of the largest advertising agencies in Paris, Adverte
Groupe. Having those experiences developed me into the executive | am,
gave me the confidence that | carry myself with and a global mindset so |
can really be the force behind GoodShoes.” (Founder/CEO; SE_2)

Non-work experiences

“After college I did the normal, like, ‘what do you want to do with your
life?” | went to Romania. | volunteered at a group home for disabled
children and young adults.” (Founder/CEQ; SE_50)

Beliefs, Values, and

Motivations
General “Everything we’ve done is the culmination of what [co-founder] and |
believe in.” (Co-Founder; Informant_7)
Passions “So that intersection [between nonprofits and for-profits] is really where

my passion is, and I've had all of my career in both of those areas.”
(Founder; SE_4)

Religious / spiritual beliefs

“l am a Christian and 1 felt like God just wouldn't give me this random gift
if I didn't need to do something with it. I was like, well, I always wanted
to start a community development corporation. So why don't | pair the
two of these things together in some way. So | started thinking about how
I could kind of serve the poor with this company.” (Founder; SE_32)

Events

Epiphany / “cubicle story”
/ work-life integration

“[...] and it’s one of those things where you say that and you have an
epiphany and you are like, ‘that’s it, that’s [...] the company’.”
(Founder/CEQ; SE_20)

“At Apple [...] I was trying to climb the corporate ladder. | was hitting the
ceiling and I was like, ‘I have to be here for 10 years to try and get a
manager title’. T don’t want to do that. I’m in a cubicle working 80 hours
with overtime.” (Founder/CEQ; SE_20)

“[Theology and work] were very much these different areas of my
thinking and they were little separate compartments. And it finally
dawned on me that there might be a different way.” (Founder; SE_3)
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TABLE 5 (cont.)

Trigger event

“Graduated in December ’09 and in January, when I was trying to figure
what next entrepreneurial adventure | was going into, the earthquake hit in
Haiti.” (Founder; SE_5)

Social problem exposure

“Then | went to Peru | talked to women there, | just was attracted to
talking to women in the fields and the kitchens. And every one of those
women said the same thing. They all said, “We need this investment so
that we can take care of our kids.” (Founder; SE_41)

Social enterprise transition

“About the same time, | started learning about social enterprises [...] And
[17 just felt like the next step for the Community Kitchen was to take it out
of the food bank into an actual café setting [...]” (Founder; SE 23)

Struggles / challenges

“[...] then about a year and a half ago, | became homeless because my
credit card maxed out. So I spent ten months living on a couch [...] until
when we finally felt comfortable that we had been raising enough capital
[...] (Founder; SE_50).

Founding story

Founding “journey”

“l consulted at UNICEF for five weeks and made about $4,400.00. We
took that money. We moved it into our account. Flew to Haiti where one
of the partners was starting up a nonprofit program. [...] Then we filled
[boxes] with lumps of coal and we just started selling lumps of coal for
$20.00. So every box would essentially, $20.00 would get one stove to a
family in Haiti.” (Founder; SE_50)

Decision to form as for-
profit, nonprofit, or hybrid

“l was just never interested in being a for-profit. [...] It's just not in my
DNA — it's not in me to generate income.” (Founder; SE_32)

Themes

Prior work experiences. A prominent theme in personal narratives is the

founding social entrepreneur’s prior experiences, which tend to fall into two categories:

work- and non-work-related experiences. The communication of this information can

serves at least two purposes. First, it can signal prestige and help to establish legitimacy

(Certo & Hodge, 2007). For instance, the founder of a social enterprise that imports

jewelry from artisans in the developing world describes that he was a top-level executive

at a Fortune 500 company and that he was also “at one of the largest advertising agencies
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in Paris”. This social enterprise has a particularly complex global supply chain; thus, the
founder attempts to convey that past experiences have prepared him for his current
venture. As he explains, these experiences “gave me [...] a global mindset so | can really
be the force behind GoodShoes (Founder/ CEO; SE_2).”

Second, descriptions of prior work experience can also elucidate how
entrepreneurs are integrating their business and nonprofit experiences. For example, one
founder, describes how he is drawing on his background in “consulting and investment
banking” and a “pro bono volunteer stint working with an MFI [micro finance institution]
in Africa” to inform his new social enterprise (Founder/CFO; SE_19). By linking these
seemingly disparate experiences the entrepreneur is making sense of (and constructing)
their life narrative (e.g. McAdams, 2008; Singer, 2004) and creating coherence across
their previous identities (Somers, 1994). Indeed, he describes the coherence that social

enterprise brings to his autobiographical narrative:

That volunteer stint ended up turning into a leadership role where | led the
organization. Then | came back to business school, went back into the corporate
world and, always knew | wanted to do something entrepreneurial, and |
certainly always had an interest in doing something socially-oriented. It worked
out that with this company, | have the opportunity to do both. (Founder/CFO;
SE_19)

Moreover, by recounting how they have integrated their prior work experiences,
entrepreneurs are also making a case for why social enterprise, which is a blend of
business and nonprofit logics, is a natural extension of their prior experiences. For

instance, one founder states,

My background was in non-profit work. But my education was in business, an
MBA. And I’ve had an interest in seeing non-profits and businesses align, you
know, kind of unifying them and doing things that are also for social good —
which, to me, is what a social enterprise is all about. (Founder; SE_4)
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The act of communicating about one’s prior work experiences can, thus, serve both
external (e.g. quality signaling, legitimation) and internal (e.g. sensemaking, identity
integration) functions.

Non-work experiences. Social entrepreneurs also can weave their non-work
experiences into their personal narratives. Such experiences, which commonly involve
some form of volunteerism, are often used to explain how the entrepreneurs were
exposed to social problems. One founder, who created a nonprofit that provides a web-
based donation platform to support social entrepreneurs in the developing world,
explains,

After college I did the normal “what do you want to do with your life?” I went
to Romania. | volunteered at a group home for disabled children and young
adults. [...] One of the reasons why the kids were in such bad shape was because
there was no job, so they often were abused. (Founder/CEO; SE_50)

Communicating these experiences can also be a means of conveying that the social
entrepreneur possesses a disposition towards helping others. For instance, one social
entrepreneur states, “I was always just a big volunteer. So | was volunteering with lots of
different organizations” (TMT member; SE_6). Another founder recounts that he has
“been involved in humanitarian work [his] entire life” (Founder/CEO; SE_2).
Information about these experiences establishes a history — or “track-record” — of
addressing social problems, even if the problems do not include the one directly
addressed by their current social enterprise.

Beliefs and Values. In addition to their experiences, social entrepreneurs’
attributes also shape their personal narratives. In general, entrepreneurs often

communicate that their social enterprise is the embodiment of their individual-level
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beliefs and values. For instance, one founder describes her venture as ... the culmination
of what [co-founder] and | believe in (Founder; Other_7)” and another states, “... our
backgrounds, both of our interests, have really melded into Empower Girls” (Founder;
SE_8). Moreover, informants explain that the link between the founders’ attributes and
the social enterprise is not just important to the entrepreneur but is also fundamental to
the business. The founder of a social enterprise that heavily leverages the adoption story
of one its founders explains that the organization is an “extension of [my co-founder’s]
personality and who she is and wants, — that’s part of the secret sauce to the DNA of the
company itself” (Founder/CFO; SE_19).

Beyond a general connection between social entrepreneurs’ attributes and their
ventures, one of the most salient, specific attributes described as linking founders to their
venture is entrepreneurs’ passion (Cardon, Wincent, Singh, Drnovsek, 2009). In
particular, such passion is directed at two common targets: solving a particular social
problem and promoting social enterprise as a (preferred) alternative to nonprofits or

traditional, for-profit business. One founder’s passion centers on alleviating poverty.

And that’s really where my passion lies is around the issue of poverty. I’'m
firmly convinced that it doesn’t have to be so complex. It’s a complex issue, but
it’s not an unsolvable issue. (Founder; SE_23)

In contrast, many social entrepreneurs’ personal narratives are tied to passion for social
enterprise itself. For example, one entrepreneur states, “that intersection [between
nonprofits and for-profits] is really where my passion is, and I've had all of my career in
both of those areas” (Founder; SE_4). Cardon, Sudek, and Mitteness (2009) find that

entrepreneurial passion can influence investors’ evaluations of a venture’s funding

54



potential. This suggests that the passion social entrepreneurs’ communicate through their
personal narratives can have important implications.

Another recurring theme across personal narratives is the espoused connection
between social entrepreneurs’ religious and spiritual beliefs and their venture. For
instance, some founders cite their religious and spiritual convictions as the impetus for
addressing a particular social problem and, thus, for founding their social enterprise (e.g.
“l am a Christian and | felt like God wouldn't give me this random gift [culinary aptitude]
if I didn't need to do something with it. [...] So I started thinking about how | could serve
the poor with this company.” (Founder; SE_32). Others describe a more complex
relationship between spirituality and social enterprise. Specifically, many personal
narratives express the idea that social enterprise is unique in that it allows entrepreneurs

to express their spirituality in their work.

When Jesus was talking in Luke, saying, “...bring Good News to the poor,
freedom to the captives, sight to the blind, healing to the sick,” ... [I thought]
maybe | can have all the parts of me, the energy, time, network, resources,
creativity, imagination — if | can put all that into a business that actually is going
to move the needle for people who are in extreme poverty, or who have been
disadvantaged and try to somehow get at that, what Jesus is talking about, Good
News to the poor — you know, dignity through honest work and being able to
pay their own bills and put food on the table and pay rent or the mortgage or
whatever. (Founder; SE_3)

By communicating that social enterprise functions as an “integrator” of their spiritual
beliefs and professional lives, entrepreneurs have a different means of reinforcing their
deep-seated passion for a social problem and commitment to their venture. (A more
detailed discussion of how entrepreneurs’ communicate about social enterprise and work-

life integration in their personal narratives is found below.)
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Significant events. Social entreprencurs’ personal narratives often revolve around
singular events, which alter the course of their work and personal lives and set them on
the path of social entrepreneurship. These events serve as the “turning point” (Schiffrin,
2003) or, more generally, the “complicating action” (Labov, 1972) of the story. How
events influence entrepreneurs and their ventures is unique to the individual; such events
can, however, be organized into four, generic subthemes.

Epiphany moments. Social entrepreneurs’ personal narratives often contain the
story of a specific moment when they realized either (a) that they should found a social
venture or (b) that social enterprise could provide a means for addressing a particular
social problem. For instance, in describing a period in his life when he had a clear passion

to help others but did not know how to execute on that passion, one founder recounts,

So I said okay, I want to be able to reach people’s hearts and minds. 1 want to

touch people’s core and it’s one of those things where you say that and you have

an epiphany and you are like, that’s it, that’s [...] the company. (Founder/CEO;

SE_20)
A sub-set of these narratives, which is particularly prevalent, can be termed “cubicle
moments”. These stories possess a common script and setting. The entrepreneur describes

being at work in a large corporation and realizing, often quite suddenly, that they no

longer find meaning in their work.

At Apple ... I was trying to climb the corporate ladder. I was hitting the ceiling
and I was like, ‘I have to be here for 10 years to try and get a manager title’. I
don’t want to do that. I’'m in a cubicle working 80 hours with overtime. What’s
the real purpose here? What if | die tomorrow — | got all morbid with myself —
if 1 die tomorrow what is it all going to amount to? (Founder; SE_20)
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This realization is often accompanied by a description of “existential search” (Klaassen &
Marvin, 2002). For example, one entrepreneur explains, “I was like ‘what am I doing
[with my life], what do | want to do, what do | love? (Founder; SE_27).”

In some cases, however, the “cubicle moment” is not communicated as happening
as suddenly or as explicitly as the previous examples. Rather, it is characterized by an
unspecific anomie (Merton, 1938). One founder communicates it this way, “[Even
though] I was doing really well, it just seemed like I didn’t have a meaning for myself. It
was very disconnected; | would go there, work hard, and come back home, and just my
values ... there was no value connection” (Founder; SE_1).

Trigger events. Other significant events, not tied to “cubicle stories”, can also
serve as the turning point in the arc of a personal narrative. Such events include life-
changing encounters with high profile social entrepreneur (e.g. Muhammad Yunus, Blake
Mycoskie), natural disasters (e.g. the Haiti Earthquake), national tragedy (e.g. 9/11), or
personal crisis (e.g. death of a close family member). Entrepreneurs point to these events
as what “triggered” (e.g. Founder; SE_36) their motivation to found a social enterprise.

Social problem exposure. Although it is not necessarily associated with a singular
event or interaction, a significant portion of social entrepreneurs’ personal narratives are
devoted to communicating how they were exposed to the specific societal problem that
has become the focus of their venture. For instance, one founder, whose social enterprise
employs refugee women from war-torn nations and uses t-shirts destined for landfills to

create designer clothing, explains how she became aware of the refugee problem.

[1] started out doing a lot of orphan work overseas. And, on one of my trips in
Africa, in Uganda, all the attention was on Northern Uganda and the rebels and
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everything. | was with a group of women who had been displaced because of all
of the warfare. And it was about 200 women. All of them, for the most part, had
been raped by the rebels and had been banned from their families because a lot
ended up with children because of the rape. And a lot of them were HIV
positive. Just some of the, the most horrific human rights violations that you can
imagine. And | was sitting with these women and looking at them. For me, it
was just one of those pivotal kind of life moments, looking at those women, and
me being a woman, and looking at their moms and sisters and grandmas and
daughters and just realizing that ... and their spirit, you know, of being able to
keep moving on inspired me. It just inspired me and it called to me that we all
needed to care for each other, for one another. So, I kept thinking at the time, “If
that was me, I hope someone would say, ‘This isn’t acceptable’.” So, that
motivated me personally. (Founder; SE_3)

Entrepreneurs can become exposed to a social problem in a large number of ways (e.g.
mission trip, travel, volunteering, family experience). The settings of such stories,
however, share a commonality: virtually all describe the social entrepreneur entering the
environment of the group affected by the social problem. For example, one founder, a
clothing manufacturer who provides fair wages and resources for cotton farmers and
garment workers in India and Haiti, explained that he was aware that poverty was an
issue in these countries in an abstract sense, but that he was only truly exposed to the

problem after visiting the area.

Just walking out of my hotel while | was there [Calcutta, India], and walking
down the street, you’re just bombarded with smell — all this cacophony of smells
— putrid waste, human waste, and others — and then there’s this other kind of
sweet smell that | discovered later is a mix of burning trash and rotting food, but
it ends up being kind of a sweet smell, and something that I remember. And
when | got back from India | went to Haiti, and | smelled the same smell. [...]
My motivation in all this, it really came out of trying to reconcile if | want to be
part of a better story. (Founder; SE_4)

Recounting such stories can serve several purposes. First, they represent entrepreneurs’
efforts to unify and make sense of their life experiences (Cohen & Mallon, 2001). This
aids them in understanding their motivations for founding their social venture. Second, as

the quotation above illustrates, they often contain vivid descriptions with concrete
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imagery and details (Nisbett & Ross, 1980). These characteristics can increase the
likelihood that audiences will engage in narrative “transportation” (Green & Brock, 2000;
Escalas, 2007) — i.e. the immersive state in which one mentally simulates being in the
world described in a narrative. Since transportation can increase an audience’s empathy
(Green, Brock, & Kaufman, 2004) and a narrative’s overall persuasiveness (Escalas,
2004), social entrepreneurs that tell such personal stories may be able to influence an
audience’s support for a social problem. Third, these stories can also convey that the
social entrepreneur has personal experience with the problems (e.g. through missionary
or nonprofit work), which may improve credibility with certain audiences.

Social enterprise exposure. Entreprencurs’ personal narratives often include not
only how they came to be exposed to a particular problem, but also how they learned
about social enterprise itself. For instance, the founder of a restaurant providing culinary
training to at-risk youth and low-income adults describes how she first became aware of

the social enterprise model.

About the same time, | started learning about social enterprises and how
DeLancey Street Foundation and Fair Start and others have been so successful
around the country. And [I] just felt like the next step for the Community
Kitchen was to take it out of the food bank into an actual café setting where
students could really get some hands on learning around not only cooking skills,
but customer services skills. (Founder; SE_23)

Although social entrepreneurs often engage in more detailed descriptions of why social
enterprise is the preferred method of addressing a particular problem (described below),
by drawing attention to predecessors that have found success, such narratives can help to
communicate that social enterprise is a legitimate organizational form (Padolny & Page,

1998).
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Struggles / Challenges. In most stories, the main character (i.e. protagonist) takes
part in a “journey” in which they must overcome an obstacle (Smith, 1997). Indeed some
theorists argue that obstacles (either concrete or metaphorical) are so fundamental to the
narrative form that they must be present for communication to be classified as a story
(Altman, 2008). Obstacles are critical story-elements for several reasons. First, they
create a sense of suspense (“will a character be able to overcome?”), which helps to
maintain audience interest and attention (Brewer & Lichtenstein, 1981). Second,
obstacles give audiences an experience with which they can identify and empathize
(Keen, 2006). Finally, they often result in the transformation in the protagonist, or his or
her circumstances, which is the raison d etre of the narrative.

Social entrepreneurs’ personal narratives also include obstacles. They are often
struggles or challenges that occur in the entrepreneurs’ past, which they had to overcome
in order to found their venture, or obstacles arising during the creation of their business.
For instance, one founder tells the story of how it took much longer than expected for her
venture to become financially sustainable. Moreover, she had so much of her own money

invested in the business that there came a point when she could no longer pay her rent.

So we didn’t seek salaries for over a year. So then about a year and a half ago, |
became homeless because my credit card maxed out. So | spent ten months
living on a couch [...] until when we finally felt comfortable that we had been
raising enough capital that we could take some money to cover our costs.
(Founder; SE_50).

The founder was at first reluctant to publicize the narrative for fear that her homelessness
would make the venture seem “wild and unsustainable”. However, a high-profile media
outlet eventually uncovered the story. Subsequent reactions by other media outlets were

so favorable that the founder’s homelessness is now a focal point of her personal
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narrative. (The interaction between the media and social entrepreneurs’ storytelling is a
phenomenon explored in more detail in the next chapter.)

Founding story. The final collection of themes present in most personal
narratives involves the specific events taking place when the venture was founded. Like
the “social problem exposure” stories these narratives are often very vivid and contain
humorous or unusual details. For example the founder of a pie kitchen that provides job
training and financial literacy skills to individuals with extreme barriers to employments
(e.g. homeless individuals with criminal histories or disabilities) recounts how her social

enterprise was founded.

While in graduate school | was working at Kenmore Records for a little extra
cash and for the perks of a record store job. [...] When | heard that my favorite
[artist] was coming to do an in-store performance and realized 1'd get the chance
to meet him, I thought to myself, “I bet he would like a homemade pecan pie.”
I'm not sure why | thought he'd like pie, but | made a pecan pie and stood in line
for the autographs and presented the pie to him and he generously responded by
saying, "Thanks for the pie, Erica." A few weeks later [another celebrity] came
to the store to do an in-store and my co-workers said that if [other artist] got a
pie, then | had to make one for him too. Soon after that it was a coworker's
birthday and | brought them a pecan pie. After eating the pie, someone said that
I should try and sell them. And, thus, became the Good Pie Kitchen. (Founder;
SE_32)

Like the previous social entrepreneur’s period of homelessness, the media has
given a great deal of attention to this story, and particularly the idea that the business was
“born out of a pie baked for Lyle Lovett.” Even though this story is largely
inconsequential to the mission of the business and its operations, it is featured in most
media reports about the social enterprise. The entrepreneur, in turn, makes an explicit
effort to communicate this story.

Finally, another common element in entrepreneurs’ personal narratives, which is

related to the founding of the venture, is the decision about what organizational form will
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be used. As described in Chapter 1, a social enterprise can be founded as a for-profit,
nonprofit, or hybrid. There are significant structural, legal, and operational differences
between each of these forms (Fruchterman, 2011). Moreover, entrepreneurs communicate
a wide array of rationales for choosing one form over another. However, the decision is
usually presented as having been based on either pragmatic or personal reasons. For

example, one founder’s decision was pragmatic.

We realized that most people who would be giving to this would want a tax
receipt. That was probably the most important factor [in deciding between a for-
profit or nonprofit]. We can still probably spin off a social enterprise [i.e. for-
profit] component at some point, but for right now with this funding model,
we’re just going to make it grant based [i.e. a nonprofit]. (Founder; SE_50)

Other founders communicate reasons that are tied more closely to personal beliefs and
values The founder of the pie kitchen described previously explains, “l was just never
interested in being a for-profit. [...] That's probably from my social work background.
It's just not in my DNA — it's not in me to generate income” (Founder; SE_33). Another
founder recounts a similar rationale: “The main reason to [set up as a nonprofit] — and |
never feel like this is a good enough reason — but I think it’s because I have more of a
nonprofit spirit than what | think in mind as being a typical business, for-profit
entrepreneur spirit” (Founder; SE_9). A third founder set up as a nonprofit because, “the
do-gooder in me that was kind of like, ‘this [non-profit] is the way you do things’”
(Founder; SE_41). Interestingly, these entrepreneurs, and many others, communicate
choosing between organizational forms based on which form “felt right”. Moreover, the
stories they tell suggest that entrepreneurs naturally identify with either a business or

nonprofit logic. Even though the decision to form as a for-profit or nonprofit often ends
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up having more legal than practical ramifications, entrepreneurs give this decision a
prominent position in their personal narratives.
Social-good Narratives

A second narrative type communicated by social entrepreneurs can be termed
social-good narratives. These narratives focus on elements of the social problem being
addressed rather than on the social entrepreneur or the business side of the venture. They
emphasize the beneficiaries of the enterprise, the social problem, the entreprencur’s
proposed solution, and the social impact generated.
Characters

Whereas the focal characters in personal narratives are individual entrepreneurs or
founders, in social-good narratives the venture’s beneficiaries are center stage.
Beneficiaries are the group(s) associated with the social problem addressed by the
enterprise. They are contrasted with the customers of the business. For instance, in the
TOMS Shoes model, “customers” are the consumers that purchase shoes and the
“beneficiaries” are the children in the developing world that receive a free pair of shoes
for each purchase. A social enterprise may have multiple beneficiary groups. For
example, Urban Garden is a social enterprise that runs a youth development program that
teaches at-risk urban children life skills by exposing them to sustainable agriculture. The
enterprise sells a portion of the food grown by the youth to the public and donates the rest
to local food kitchens serving the homeless. This venture has two beneficiary groups (i.e.
at-risk youth, the homeless) and one customer group (i.e. the consumers purchasing their

food).
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Beneficiaries are the main recipients of the “social good” created by the
enterprise. In the Urban Garden example, life-skills, increased graduation rates, decreased
incarceration rates, and food for the homeless, are all components of the social good
produced by the enterprise. Social enterprises generally identify a focal, or core,
beneficiary, which is the primary focus of their social mission. This is the group that is
most associated with the social problem addressed by the enterprise and that receives the
lion’s share of the social good (or “social value”; Santos, 2010) produced by the venture.
For instance, although Urban Garden benefits the homeless through its food donations,
the venture was created to address social problems associated with at-risk youth. The
latter group is its core beneficiary and the primary characters in its social-good narratives.
Themes

There are several common themes (and sub-themes) that constitute social-good

narratives. Table 6 provides examples of each.
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TABLE 6: SOCIAL-GOOD NARRATIVES

Theme (sub-theme)

Illustrative quote(s)

Social Problem

General description

38 percent of all water projects [in the developing world] fail within
the first two years. [...] This is just such a ridiculously broken system
and we just keep telling donors to keep giving, giving, giving to end
this water crisis that’s never going to end because we’re funding a
broken system.” (Founder/CEO; social enterprise 50)

Specific stories of
beneficiaries

“Twe was born into a large family in the town of Mae Wa Due in
Burma’s Karen state. After years of temporary escapes, Twe said her
family made the decision to flee Burma forever. [...] the move to the
U.S. has been filled with tough sacrifice. Her husband was unable to
find work [...] and Twe craves to speak English well.” (Founder;
SE_44)

Proposed Solution

Why sacial enterprise?

“I think social enterprises are one way that provides something for
folks that’s beyond a Band-Aid.” (Founder; SE_23)

Description of proposed
solution

“[...] for every pair [of shoes] that we sell, we give a percentage to
provide healthcare and education on plantations where raw material is
cultivated.” (Founder; SE_2)

Social Impact

General description

“So we started the Community Kitchen program and after three years
we had achieved a 62 percent graduation rate and an 85 percent
employment rate.” (Founder; SE_23)

Specific description

“One of the stories that will always stick with me is that of Amleset
[...] Once she started working with our jewelry program, her life
changed. She was able to help provide for her family, and just this
past year they were able to move off of the mountain where HIV is so
prevalent [...] (Founder — SE_9)
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Social Problem. One of the main components of social-good narratives is a
compelling description of the social problem being addressing. In describing the problem,
the entrepreneur attempts to communicate that it is a substantive issue and one that must
be urgently addressed. There are, however, different ways an entrepreneur can convey the
importance of the problem.

First, entrepreneurs can provide a generic description. For example, the founder of
a social enterprise that provides an online tool to increase donations to entrepreneurs
tackling water issues in the developing world provides a sweeping description of the

social problem she addresses.

38 percent of all water projects [in the developing world] fail within the first two
years. And that’s because a charity will draw the well and say, ‘we passed it to
the non-profit, or we passed it to government, or the local leader, or the village
is going to pay into this funding scheme’ and it just never happens. This is just
such a ridiculously broken system and we just keep telling donors to keep
giving, giving, giving to end this water crisis that’s never going to end because
we’re funding a broken system. (Founder; social enterprise_50)

With this description the entrepreneur communicates a broad overview of the structural
issues underlying a problem. This example represents a description that focuses primarily
on the social problem. The entrepreneur does not, however, emphasize the groups
affected by the problem (i.e. the social enterprise’s beneficiaries). In contrast, the
following entrepreneur, who employs refugees recently arriving in the United States,
focuses less on the abstractions of the problem and more on the concrete, lived-

experiences of the group that is affected.

[Refugees experience] a lot of isolation, people that wanted to work really hard,
but they’re not finding the opportunities to do that; and families who came with
them — or a widow whose husband was killed in the warfare and who would
come over here and then have to work for $7.25 and then, she couldn’t afford
the family, and then falling in that poverty trap, having to rely on the
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government and wanting to live a life of dignity and choice and providing for
her family. (Founder; SE_3)

The following social problem description takes a middle road, including some elements
that are general (and focused on the social problem) and others that are specific (and
focused on the social enterprise’s beneficiaries).

We understand that the people that we work with aren’t popular and our people
that we work with are defenseless against what’s going on. Texas is the number
one mass incarceration state in our country. There are 10 US states that make up
60 percent of all incarceration in our country. Those ten states have more
incarceration than all of Russia — almost as much incarceration than the entire
republic of China. Once you are in the system, forget it, and they start you at the
youngest age. This social crisis is at the root of homelessness and poverty and
foster care and | mean this is such a huge problem and no one is doing anything
about it. (Founder; social enterprise_24)

Some social entrepreneurs are even more granular in their description of a social
problem. Instead of communicating in general terms about the problem or about their
beneficiaries, they try to convey the importance of their problem through stories of
specific beneficiaries. For instance, the founder of a social enterprise that provides
income and English-as-a-second-language (ESL) training to refugee artisans
communicates about the social problem her venture addresses through the personal

narrative of a beneficiary.

Twe was born into a large family in the town of Mae Wa Due in Burma’s Karen
state. Like many of our other artisans, she grew up helping her parents plant rice
in the mountains surrounding her village. She attended school through the fifth
grade before dropping out to help her family farm. After years of temporary
escapes from their own homes, Twe said her family made the decision to flee
Burma forever. [...] Many of Twe’s extended family also made the move to the
United States [...] the move to the U.S. has been filled with tough sacrifice. Her
husband was unable to find work [...] and Twe craves to speak English well
[...]J(Founder; SE_44)

The different ways of describing a social problem are not mutually exclusive.

Entrepreneurs often begin with a general description and then, for emphasis,
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provide concrete descriptions of the plight of their beneficiary groups and/or
specific stories of individual beneficiaries.

Proposed Solution. In communicating about their ventures, social entrepreneurs
must not only emphasize the social problem they are addressing, but also their particular
solution for the problem. This “solution” corresponds to the social-good component of
their business model. In describing their solution, entrepreneurs’ often begin by
explaining why social enterprise is the preferred method of addressing this problem.

As described above, an important component in social entrepreneurs’ personal
narratives is the story of why they chose to found a social venture rather than a traditional
nonprofit organization or for-profit business. Moreover, entrepreneurs also explain that it
is important to communicate why social enterprise, and not a more traditional
organizational form, is the appropriate choice for addressing a social problem. For
instance, the founder of a micro-finance social enterprise providing loans and education
to women entrepreneurs in the developing world describes why she believes that social

enterprise is the answer.

| feel like a lot of our [nonprofit] social services, while good — and I’m not
saying we need to throw the baby out with the bathwater — but we have to figure
out a way to do more than just Band-Aid and | think social enterprises are one
way that provides something for folks that’s beyond a Band-Aid. (Founder;
SE_23)

Entrepreneurs also convey that their specific social enterprise is well-suited to address a
social problem. For example, one founder endorses her social enterprise by emphasizing

its sustainability over other models.

If we want to really end poverty and [provide] people jobs then you need to
create sustainable systems. This [the social enterprise] is a sustainable system,
and it’s also going to be saving lives. (Founder; SE_50)
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Finally, one of the central elements of entrepreneurs’ social-good narratives is
their proposed solution to a social problem. Entrepreneurs focus on what their enterprise
does to address the problem and also on specifically how their solution works. Solutions

communicated by the following social entrepreneur provides clear examples.

So the social part of it is, for every pair [of shoes] that we sell, we give a
percentage to provide healthcare and education on plantations where raw
material is cultivated. It is very, very important for us to [provide] healthcare
and education, because we consider them to be the two pillars to really make a
change within a community, within a society. (Founder; SE_2)

Social Impact. As the second example illustrates, descriptions of the proposed
solution to a social problem can focus heavily on the process underlying how a social
enterprise enacts change. However, resource providers are often more concerned with the
outcomes of this process — i.e. the social impact created by the enterprise. But social
entrepreneurs vary in how they measure, and communicate about, their impact.

In constructing their social narratives, some entrepreneurs focus on quantitative
measures of social impact, such as the amount of money raised (e.g. “I mean we’re not
huge now, but we’ve raised a little over $400,000.00 [for beneficiaries] all very
grassroots” [Founder; SE_50]); the number of beneficiaries impacted (e.g. “we’ve
worked with over 700 immigrants and refugees in town and at 30 different sites, from the
tiny places like Jose’s to most of the hospitals, Good Foods, most of the downtown
hotels” [Founder; SE_33]), and improvements in social impact metrics (e.g. “after three
years we had achieved a 62 percent graduation rate, and an 85 percent employment rate”

[Founder; SE_23]).
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Other social entrepreneurs prefer to express their impact using qualitative rather
than quantitative descriptors. For example, many attempt to convey the social good they
have created through specific stories of their beneficiaries and how their lives have been
changed by the efforts of the social enterprise. For example, the founder of a jewelry and
clothing company that sells goods designed and manufactured by African women with
HIV/AIDS describes her company’s impact by describing the social-good produced for a
single beneficiary.

One of the stories that will always stick with me is that of Amleset, because it
gives me so much hope. When she and her husband found out that they were
HIV positive, they moved to Entoto Mountain in hopes of finding healing. But
all they found was poverty. Amleset began begging [...] Once she started
working with our jewelry program, her life changed. She was able to help
provide for her family, and just this past year they were able to move off of the
mountain where HIV is so prevalent, and assimilate back into life in the city.
Amleset’s story is one of true transformation that is so inspiring to me.
(Founder; SE_9)

Social entrepreneurs argue that “telling a person’s story is more compelling than talking
about a ‘refugee’ (Founder; SE_30).” However, entrepreneurs often struggle with how to
incorporate these stories into their larger social narratives. One entrepreneur, the founder
of a clothing company that sources all of its materials from the developing world,

describes the difficulty he has had with this issue.

We’ve played with a lot of different ways to tell the story of the company.
We’ve talked about ‘Fair Trade’; we’ve talked about ‘organic’; we’ve talked
about the consumers themselves. [Because] is the consumer the story? Is the
consumer and the choices that they’re making the story that we’re trying to tell?
But we found that the story that resonates the absolute most, right now at least,
is when you’re connecting back to the folks who have either farmed the cotton
or made the garment. (Founder; SE_3)

The same entrepreneur describes why specific stories of beneficiaries can be more

effective than narratives that are more general in their focus.

70



Fair Trade ends up being a bit too nebulous, talking about ‘ethical systems of
economy’. Then the consumer feels like they’re just one drop in the bucket.
[There’s] zero emotional attachment. And it’s not, it’s not human storytelling.
And so, we have to tell human stories, to say, like, ‘Nau gets to go to school, and
his dad doesn’t have to borrow money at usurious rates, and they get to have the
life they wouldn’t have had before because we support them; because they were
able to grow the cotton that made these T-shirts.” (Founder; SE_3)

In the social enterprise practitioner literature and among informants there remains
significant debate about which approach is most effective (i.e. quantitative measures,
qualitative measures, or a combination of the two). In the next chapter, | present evidence
which suggests that many of these decisions are not “either/or”, but rather that it is
important for entrepreneurs to tailor their social-good narratives, and persuasion
techniques, to specific stakeholder groups.
Business Narratives

A third narrative-type, distinct from entrepreneurs’ personal and social-good
stories, is the business narrative. Unlike a traditional nonprofit organization or
corporation, social entrepreneurs describe having to wear a “dual hat” (Informant_5) and
communicate both social-good and business messages. Business narratives feature
customers as their primary characters and are often targeted at investors. Unlike the
social-good narrative, business narratives emphasize that the venture is, in fact, a
business. In doing so, they describe the business and revenue models and provide the
“business case” for why the venture will be successful and should receive investment.
Characters

The focal “characters” of business narratives are social enterprises’ customers.
Such narratives communicate who the customer groups are and why these groups are

desirable targets. Moreover, they often contain a detailed description of the product, its
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features, and how customers will benefit from it. Finally, as described in detail in Chapter

8, business narratives can also include arguments for why groups other than the primary

customer groups can benefit from the enterprise’s products. Examples of each of these

themes are provided in Table 7.

TABLE 7: BUSINESS NARRATIVES

Theme (sub-theme)

Illustrative quote(s)

Business Emphasis

“We try to explain [to investors] we are a business. We are for profit, but
our profit goes into sustaining the business.” (Founder; SE_8)

Description of
Business Model

“We are the world's only social network for good, accelerating
philanthropy by connecting individuals, non-profits, and businesses
together to make millions of tiny donations.” (Founder; SE_ 22)

Revenue Model

“Our revenue model is based on fundraising campaigns that are built on
top of our donor platform, cause-marketing campaigns [also] built on top
of our donor platform, and there’s also one more component, consulting.”
(Founder; SE_22).

Business case for
the venture

Attractiveness of
market / market position

“There’s only really five or six competitors out there that I think are really
threats, that are doing good stuff that I feel, are playing in the same ball
park that we are.” (Founder; SE_2)

Financial strengths

“We got proven year-by-year sales at the major licensed collegiate apparel
sales group in country. So we get a track record that’s compelling enough
and we have relationships that will deepen.” (Founder; SE_23)

“Exit” mindset

“You always operate your company as if you could sell it the next day,
and that is create the right margins, create the right product, give the right
incentive to people...” (Founder; SE_13)

Clear use for funding

“Series-A funding would allow us to bring in more of our production in
house which increases our margins and reduces our supply chain logistics
[...] (Founder; SE 2)
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Themes

Business emphasis. One of the dominant themes that social entrepreneurs try to
convey is that the venture is indeed a business. Entrepreneurs are often quick to
emphasize that they are not running a charity, a traditional non-profit, or a non-

government organization (NGO).

We try to explain we are a business. We are for profit, but our profit goes into
sustaining the business. (founder; SE_8)

The reason that we are successful is we run it like a business. If there is
somebody out there that we can partner with to provide services, to start a
business, to do just about anything, we are very, very open to it. So that allows
us to foster relationships internally and externally, and, again feeds the whole
circle of the innovation and entrepreneurship that we are able to come up with.
(Founder; SE_39)

However, social entrepreneurs differ in how much they emphasize the business side of
their ventures. Some entrepreneurs communicate elaborate business narratives,
containing most of the business-related themes discussed below. For these entrepreneurs,
the business narrative is center-stage in their communication with resource providers. In
contrast, other social entrepreneurs possess an underdeveloped business narrative, which
is not a primary focus of their communication.

Business model. Business narratives often include a (high-level) description of
the social enterprise’s business model (i.e. the processes that enable a firm to create
economic value; Stewart & Zhao, 2000)*. It can consist of a simple summary of what the
business does and how it does it. For instance, one social entrepreneur succinctly

summarizes their business in the following way:

Y Like the definition of “narrative,” the definition of “business model” is highly contentious (cf. Morris,
Schindehutte, & Allen, 2005); however, the definition chosen serves the purposes of this study.
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We are the world's only social network for good, accelerating philanthropy by
connecting individuals, non-profits, and businesses together to make millions of
tiny donations. (Founder; SE_ 22)

Many entrepreneurs choose to describe their social enterprise through
comparisons with older, more established organizations. These comparisons can serve not
only to help audiences make sense of what the venture does, but also represent attempts
to gain legitimacy for the venture. For example, one founder describes his business using

multiple comparisons.

I think we're pretty unique. [We’re] like an Anthropologie for the aesthetic,
meets TOMS Shoes for the social mission, meets Stella and Dot for the selling
model. We kind of breed those three together. (Co-founder/CFO; SE_19)

Entrepreneurs can also emphasize the business — rather than social — problem they are
addressing, why it is an important “pain point” with customers, and how the venture’s
resources and capabilities make it uniquely suited to address the problem.

Revenue Model. A related component of business narratives is a description of
the social enterprise’s revenue model (i.e. how the enterprise monetizes its activities).
Similar to descriptions of their business model, some business narratives include detailed
explanations of how they generate revenue from their activities, while others are less

explicit. For instance, one social entrepreneur explains:

Our revenue model is based on fundraising campaigns that are built on top of
our donor platform, cause-marketing campaigns [also] built on top of our donor
platform, and there’s also one more component, consulting. (Founder; SE_22).

An entrepreneur whose enterprise helps to improve the efficiency of medical equipment
donations in the developing world, provides a more detailed overview of his revenue
model.

There are a humber of ways of doing that [generating revenue] but the things
we’re looking at are the transactional ways associated with the [medical]
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donations and also on the reports about how those donations got used. So we
ask for a fee for managing [...] the process, but we don’t require it. So the
people that pay that fee benefit from the stories [of the beneficiaries]. Other
[revenue generators] are advertising and marketing, branding. And there are
other areas as well. Long term we are creating channels into these markets that
people would be interested in the future. We are collecting a lot of data that no
one has right now, a lot of data in countries that will eventually have markets for
GE, Pfizer, and groups like that. (Founder; SE_5)

This example illustrates that, like traditional businesses, social enterprises’
revenue models can be complex with multiple revenue streams and customer
groups.

Business case for the enterprise. Like their traditional counterparts, social
entrepreneurs often try to convince audiences that their business will be successful. One
of the main audiences evaluating a social venture’s likelihood of success is investors. In
providing the “business case” for their enterprise, social entrepreneurs often discuss
several topics.

First, they emphasize the favorable features of their market and their position in it.
For instance, they may focus on the size, stability, or growth of their market, on their
ability to penetrate (or gain traction) in the market, or on their position relative to

competitors. For example, one entrepreneur explains:

Compared to other literacy providers, our outcomes and our outputs are just
better. So we honestly can say, [we’re] ‘cheaper, faster, and better compared to
other providers’. (Founder; SE_33)

Second, social entrepreneurs often focus on the favorable characteristics of their
venture. For example, they may emphasize the quality of their founding team or board of
directors and why these individuals are well-suited to address a particular business

problem. Moreover, entrepreneurs often emphasize that their venture is particularly
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sustainable or scalable. Finally, many business narratives focus on the key details of the
product being offering, such as its quality or price point.

Social entrepreneurs can also focus on the financial strengths of their business
when communicating with investors. For example, some provide details about their
business “fundamentals” such as profit margins, cash flow, sales, and revenue. Perhaps
most interesting to investors, entrepreneurs also describe their projected return on
investment (ROI). In general, entrepreneurs will emphasize their venture’s “upside” and
deemphasize the riskiness of the investment. Moreover, in making the case for a high
ROI, some entrepreneurs emphasize sustainability of revenue streams, whereas others
follow suit with traditional entrepreneurs and 