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Chapter 19

Social Innovation

By the end of this chapter you will develop an understanding of:

• social entrepreneurship and social innovation

• social entrepreneurship as an organized and disciplined process rather than as a well-
meaning but unfocused intervention

• the diffi culties in managing what is just as much an uncertain and risky process as 
‘conventional’ economically motivated innovation

• the key themes necessary to manage this process effectively.

LEARNING OBJECTIVES

Grameen Bank and the Development of ‘Microfi nance’

One of the biggest problems facing people living below the poverty line is the diffi culty of getting 
access to banking and fi nancial services. As a result they are often dependent on moneylenders 
and other unoffi cial sources – and are often charged at exorbitant rates if they do borrow. This 
makes it hard to save and invest, and puts a major barrier in the way of breaking out of this 
spiral through starting new entrepreneurial ventures. Awareness of this problem led Muhammad 
Yunus, Head of the Rural Economics Program at the University of Chittagong, to launch a pro-
ject to examine the possibility of designing a credit delivery system to provide banking services 
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352 Part 2  The Innovation Frontier

targeted at the rural poor. In 1976, the Grameen Bank Project (grameen means ‘rural’ or ‘village’ 
in Bengali) was established, aiming to:

• extend banking facilities to the poor
• eliminate the exploitation of the poor by money lenders
• create opportunities for self-employment for unemployed people in rural Bangladesh
• offer the disadvantaged an organizational format which they can understand and manage by 

themselves;
• reverse the age-old vicious circle of ‘low income, low saving and low investment’ into a virtu-

ous circle of ‘low income, injection of credit, investment, more income, more savings, more 
investment, more income’.

The original project was set up in Jobra (a village adjacent to Chittagong University) and 
some neighbouring villages and ran from 1976 to 1979. The core concept was of ‘micro-fi nance’: 
enabling people (and a major success was with women) to take tiny loans to start and grow 
tiny businesses. With the sponsorship of the central bank of the country and support of the 
nationalized commercial banks, the project was extended to Tangail district (a district north of 
Dhaka, the capital city of Bangladesh) in 1979. Its further success there led to the model being 
extended to several other districts in the country. In 1983, it became an independent bank as 
a result of government legislation. Today, Grameen Bank is owned by the rural poor, whom it 
serves. Borrowers of the Bank own 90% of its shares, while the remaining 10% is owned by the 
government. It now serves over fi ve million clients, and enables 10 000 families to escape the 
poverty trap every month.

Grameen Bank has moved into other areas where the same model applies. For example, 
Grameen Phone is one of the largest mobile telephone operators in Asia but bases its model on pro-
viding communication access to the poorest members of society through innovative pricing models.

What Is ‘Social Innovation’?

In this book we’ve looking at the challenge of change – and how individuals and groups of 
entrepreneurs, working alone or inside organizations, try to bring this about. We’ve seen that 
innovation is not a simple fl ash of inspiration but an extended and organized process of turn-
ing bright ideas into successful realities – changing the offering (product/service), the ways in 
which it is created and delivered (process innovation), the context and the ways in which it is 
introduced to that context (position innovation) and the overall mental models for thinking 
about what we are doing (business model or ‘paradigm’ innovation).

Above all, we’ve seen that getting innovation to happen depends on a focused and deter-
mined drive – a passion to change things which we call ‘entrepreneurship’. Essentially, this is 
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Social innovation – innovation for the greater good – has a long tradition, with examples 
dating back to some of the great social reformers. For example, in the nineteenth century in 
the United Kingdom the strong Quaker values held by key entrepreneurial fi gures like George 
Cadbury led to innovations in social housing, community development and education as 
well as in the factories which they organized and managed. As Geoff Mulgan and colleagues 
point out, ‘The great wave of industrialization and urbanization in the nineteenth century 
was accompanied by an extraordinary upsurge of social enterprise and innovation: mutual 
self-help, microcredit, building societies, cooperatives, trade unions.’1

That tradition continues with a growing recognition of the underlying business models 
which can support the generation of suffi cient returns to make a social enterprise sustainable 
in the long term.2 In particular:

• Social innovations are usually new combinations or hybrids of existing elements, rather 
than being wholly new in themselves.

• Implementing them involves cutting across organizational, sectoral or disciplinary bound-
aries. They create new social relationships between previously separate individuals and 
groups, contributing to the diffusion and embedding of the innovation, and increasing 
potential for further innovations.

• Social innovation is also seen as building on the inherent capacities of individuals and com-
munities, which makes the notion of open innovation especially relevant.

Social Innovation in Health Care

Veronica Khosa was frustrated with the system of health care in South Africa. A nurse by trade, 
she saw sick people getting sicker, elderly people unable to get to a doctor and hospitals with 
empty beds that would not admit patients with HIV. So Veronica started Tateni Home Care 
Nursing Services and instituted the concept of ‘home care’ in her country. Beginning with prac-
tically nothing, her team took to the streets providing care to people in a way they had never 
received it – in the comfort and security of their own home. In only a few years, the government 
had adopted her plan and through the recognition of leading health organizations the idea is 
spreading beyond South Africa.

Source: Derived from the Ashoka Foundation, https://www.ashoka.org/fellow/veronica-khosa.

INNOVATION IN ACTION 19.2

about being prepared to challenge and change, to take (calculated) risks and put energy and 
enthusiasm into the venture, picking up and enthusing other supporters along the way. But 
that rich mixture isn’t motivated only by the desire to create wealth; the same focused energy 
can be applied to solving social problems, creating social value.
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354 Part 2  The Innovation Frontier

The growth in social innovation has also been accelerated through the core trends of open 
and user-led innovation which we looked at in earlier chapters. These days it becomes easier to 
reach many different players and to combine their innovative efforts into rich and new types 

of solution, for example mobilizing patients and carers 
in an online community concerned with rare diseases 
or using mobile communications to help deal with the 
aftermath of humanitarian crises – reuniting families, 
establishing communications, providing fi nancial aid 
quickly via mobile money transfers, etc.

Case Studies detailing social 

innovations are available on 

the Innovation Portal at 

www.innovation-portal.info

Applying Innovation in New Contexts

An innovative application of mobile communications has been to create employment opportunities 
for disadvantaged groups using ‘micro work’ principles. ‘Impact sourcing’ is the term increasingly 
used to describe the use of advanced communication technologies to permit participation in global 
labour markets by disadvantaged groups. Increasingly, many tasks – such as translation, proof-
reading, optical character recognition (OCR), clean-up or data entry – can be carried out using 
crowdsourcing approaches; Amazon’s Mechanical Turk is extensively used in this fashion. Social 
entrepreneurs like Leila Janah saw the potential for applying this approach. Her Samasource organi-
zation now provides employment for around 2000 people on very low incomes in rural areas. The 
increasing availability of mobile communications allows for mobilizing and empowering this group 
and an increasing number of high-tech US companies are sourcing work through her organization.

The model is not simply low-cost outsourcing; through a network of local agencies, 
Samasource provides not only direct employment opportunities but also training and develop-
ment such that workers become better able to participate in the growing network of online 
knowledge work. Organizations like Samasource recognize the risk that the model could simply 
be used to exploit very low-wage workers; their business model requires that partners employ 
people earning less than $3 (£1.80) a day and reinvest 40% of revenues in training, salaries and 
community programmes.

There are similarities to microfi nance. The underlying business model is essentially extending 
a well-known principle (business process outsourcing) to a new context: educated but marginal-
ized people on low incomes who could play a role as knowledge workers. Samasource mobilizes 
people in a variety of countries and contexts, including rural villages, urban slums and even refugee 
camps. The model is diffusing widely. Other organizations, such as Digital Divide Data (originally 
established in South-East Asia in 2001 and now employing nearly 1000 people in Cambodia, Laos 
and Kenya) and CrowdFlower, perform similar integrating roles, bringing disadvantaged groups 
into the online workforce.

INNOVATION IN ACTION 19.3
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Defi nitions and Exploration of the Core Idea

Social innovation is not just about having a concern for the greater good but about mobilizing 
the core principles we have looked at in this book to directly contribute to it. The core process 
remains one of fi nding opportunities, choosing amongst them implementing and capturing 
value, but it plays out in a number of different ways, which we’ll explore briefl y.

Individual Start-ups. . .

In many cases social innovation is an individual-driven thing, where a passion for change 
leads to remarkable and sustainable results. They include people like:

• Amitabha Sadangi of International Development Enterprises India, who develops low-cost 
irrigation technologies to help subsistence farmers survive dry seasons

• Anshu Gupta, who has formed a channel for recycling clothes and fabric to meet the needs 
of rural poor in India. He initiated GOONJ in 1998 with just 67 items of clothing; today, 
his organization sends out over 40 000 kg of material every month, in 21 states

• Mitch Besser, who founded and is the medical director of the Cape Town-based pro-
gramme mothers2mothers (m2m), which aims to reduce mother-to-child transmission of 
HIV and provide care to women living with HIV. He founded mothers2mothers with one 
site in South Africa in 2001. It has grown to more than 645 sites in South Africa, Kenya, 
Lesotho, Malawi, Rwanda, Swaziland and Zambia

• Tri Mumpuni, executive director of Indonesian NGO IBEKA (People Centred Economic 
and Business Institute), who strives to bring light and energy into the lives of rural popula-
tions through the introduction of micro-hydropower 
plants into more than 50 villages.

(These and other examples can be found on the 
www.ashoka.org website which links a global commu-
nity of social entrepreneurs.)

Not Just Passionate Individuals

But social entrepreneurship of this kind is also an increasingly important component of ‘big 
business’, as large organizations realize that they only secure a licence to operate if they can 
demonstrate some concern for the wider communities in which they are located. ‘Corporate 
social responsibility’ (CSR) is becoming a major function in many businesses and many make 
use of formal measures – such as the ‘triple bottom line’ – to monitor and communicate their 
focus on more than simple profi t-making.

By engaging stakeholders directly, companies are also better able to avoid confl icts, or 
to resolve them when they arise. In some cases, this involves directly engaging with activists 
who are leading campaigns or protests against a company.

Video Clips of an interview with 

Melissa Clark-Reynolds, who set 

up a social innovation project, is 

available on the Innovation Portal 

at www.innovation-portal.info

www.innovation-portal.info

3GC19.indd   3553GC19.indd   355 28/12/13   4:13 PM28/12/13   4:13 PM



356 Part 2  The Innovation Frontier

Innovation and Assisted Living

BT, the UK telecommunications fi rm, has – under strong pressure from the regulator – a responsi-
bility to provide services for all elements of society, but it has used the connections in this ‘stake-
holder network’ to move early into creating services for what will be a major expansion in the 
future with an ageing population. By 2026, 30% of the UK population will be more than 60 years 
old. The pilot innovation is based on placing sensors in the home to monitor movement and the 
use of power and water – if something goes wrong it triggers an alarm. It has already begun to 
generate signifi cant revenues for BT but has also opened up the possibility of relieving pressure on 
the NHS for beds and services (estimates suggest savings of around £700 million of this kind if 
fully deployed). Most signifi cantly, the initial project can be seen as a stepping stone, a transitional 
object to help BT learn about what will be a huge and very different market in the future.

INNOVATION IN ACTION 19.4

Opening up Markets Through Social Innovation

The UK do-it-yourself home and garden retailer B&Q has been honoured for its work on dis-
ability where it has usedCSR to drive improvements in customer services. What in retrospect 
looks like a successful business strategy has in fact evolved through real-time learning from 
partnerships between individual stores and local disability organizations. Following on from its 
pioneering experiments in having stores entirely staffed by older people, B&Q wanted to ensure 
that disabled people were able to shop in confi dence and that they would be able to access goods 
and services easily. In the United Kingdom alone there are eight million disabled people; it is 
estimated that the ‘disabled pound’ is worth £30 billion and is growing. However, B&Q also 
saw this initiative as a way of improving wider customer care competencies: ‘If we can get it right 
for disabled people we can get it right for most people.’ To begin the process of understanding 
what it was like to shop and work in B&Q as a disabled person, the company started by talking 
to disabled people in a single store. It has now established 300 partnerships between store ‘dis-
ability champions’ and local disability groups to understand local needs and develop training on 
disability awareness and service provision. It sees these partnerships as a way of accessing ‘the 
incredible amount of knowledge, commitment and enthusiasm which exists in this wide variety 
of organizations’. As a result all B&Q staff take part in disability awareness training and the 
company has improved store design and now provides printed material in Braille, audio type, 
large print and CD-Rom. It is also developing its ‘Daily Living Made Easier’ range of products 
from grab rails and bath chairs through to visual smoke alarms and lightweight garden tools.

INNOVATION IN ACTION 19.5
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Sometimes there is scope for social entrepreneurship to spin out of mainstream innovative 
activity. Procter and Gamble’s PUR water purifi cation system offers radical improvements to 
point-of-use drinking water delivery. Estimates are that it has reduced intestinal infections 
by 30–50%. The product grew out of research in the mainstream detergents business but the 
initial conclusion was that the market potential of the product was not high enough to justify 
investment; by reframing it as a development aid, the company has improved its image but 
also opened up a radical new area for working.

In some cases the process begins with an individual 
but gradually a trend is established which other players 
see as relevant to follow, in the process bringing their 
resources and experience to the game. Examples here 
would include Fair Trade products, which were origi-
nally a minority idea but have now become a main-
stream item in every supermarket.

Public Sector Innovation

Providing basic services like education, health care and 
a safe society are all hallmarks of a ‘civilized’ society. 
But they are produced by an army of people working 
in what is loosely called ‘the public sector’ – and as we 
saw at the start of this book, there is huge scope for 
innovation in this space. In many ways this sector rep-
resents a major application fi eld for social innovation, 
whilst there may be concerns about costs and using 
resources wisely, the fundamental driver is around 
social change.3

Occasionally, there is a radical innovation, for 
example the setting-up of a National Health Service 
to provide healthcare for all, free at the point of deliv-
ery, in the United Kingdom. Or the establishment of 
the Open University which brought higher education 
within reach of everyone. But most of the time social 
innovation in the public sector consists of thousands of 
small incremental improvements to core services.

Innovation in the ‘Third Sector’

There is also a long tradition of innovation in the so-
called third sector – the voluntary and charitable organ-
izations which operate to provide various forms of social welfare and service. Some of these, 
for example Cancer Research UK and Macmillan Cancer Relief, have created innovation 
management groups which work to use the kind of approaches that we have been exploring 
in the book to help improve their operations.

Audio Clip of a podcast interview 

with Lynne Maher exploring work to 

involve patients as ‘user innovators’ 

is available on the Innovation Portal at 

www.innovation-portal.info

Case Studies of RED and Open 

Door providing other examples 

of innovation in health care are 

available on the Innovation Portal 

at www.innovation-portal.info

Video Clips of interviews with hospital 

staff and Helle Vibeke Carstensen 

of the Danish Ministry of Taxation 

exploring various issues surrounding 

improving patient/public services are 

available on the Innovation Portal at 

www.innovation-portal.info

Case Studies detailing several 

examples of the potential of 

innovations triggered in response 

to social needs but which have 

application potential in other 

areas – Aravind Eye Clinics, NHL 

and Lifespring Hospitals – are 

available on the Innovation Portal 

at www.innovation-portal.info
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358 Part 2  The Innovation Frontier

Supporting and Enabling Social Innovation

Social innovation is seen as having a major role in improving living standards – and so it 
has attracted growing attention from a variety of agencies aiming to support and stimulate 
it. For example, there are infrastructure investments – like the newly announced Big Society 
Capital fund in the United Kingdom and specialist venture funds like Acumen in the United 
States – provide an alternative source of capital, and coordinating agencies, like the Young 
Foundation, provide further support for the mobilization and institutionalization of social 
innovation.

Another increasingly signifi cant development is the setting-up by established organiza-
tions and successful business entrepreneurs of charitable foundations whose aim is explic-

itly to enable social entrepreneurship and the scaling 
of ideas with potential benefi ts. Examples include the 
Nike Foundation, the Schwab Foundation, the Skoll 
Foundation (established by Jeffrey Skoll, founder 
of eBay) and the Gates Foundation (established by 
Microsoft founder Bill Gates and which increasingly 
receives support from fi nancier Warren Buffett).

The Challenge of Social Entrepreneurship

While changing the world with social innovation is possible, it isn’t easy. Just because 
there is no direct profi t motive doesn’t take the commercial challenges out of the equation. 

If anything, it becomes harder to be an entrepreneur 
when the challenge is not only to convince people that 
it can be done (and use all the tricks of the entrepre-
neur’s trade to do so) but also to do so in a form that 
makes it commercially sustainable. Bringing a radio 
within reach of rural poor across Africa is a great 
idea – but someone still has to pay for raw materi-
als, build and run a factory, arrange for distribution 
and collect the small money from the sales. None of 
this comes cheap, and setting up such a venture faces 
economic, political and business obstacles every bit as 
hard as a bright start-up company in medical devices 
or computer software working in a developed country 
environment.

The problem isn’t just the diffi cult one of fi nding 
resources. Table 19.1 lists some other examples of the 
diffi culties social entrepreneurs face when trying to 
innovate for the greater good.

Video Clip of an interview with 

Simon Tucker of the Young 

Foundation giving examples of 

social innovation approaches is 

available on the Innovation Portal 

at www.innovation-portal.info

Video Clip of an interview 

with Suzana Moreira, whose 

business is trying to use mobile 

communications to provide food 

and educational resources for 

families in rural southern Africa, is 

available on the Innovation Portal 

at www.innovation-portal.info

Case Study of Lifeline Energy, 

a social innovation based on 

bringing communication and 

its accompanying benefi ts to 

children in the developing world, is 

available on the Innovation Portal 

at www.innovation-portal.info
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Enabling Social Innovation

We’ve seen throughout this book how innovation doesn’t simply happen; it is a process which 
can be organized and managed. Figure 19.1 reminds us of the core model we have been using.

So how does this play out in the case of social innovation? The following section examines 
some examples of the challenges.

Challenges in Social Entrepreneurship

Search for opportunities

Many potential social entrepreneurs (SEs) have the passion to change something in the world – 
and there are plenty of targets to choose from, like poverty, access to education, health care and 
so on. But passion isn’t enough; they also need the classic entrepreneur’s skill of spotting an 
opportunity, a connection, a possibility which could develop. It’s about searching for new ideas 
which may bring a different solution to an existing problem (e.g. the micro-fi nance alternative 
to conventional banking or street-level money-lending).

TABLE 19.1 Challenges in social innovation

Problem area Challenges

Resources Not easily available and may need to cast the net widely to secure funding 

and other support

Confl icts While the overall goal may be to meet a social need, there can be confl icts 

in how this is to be balanced against the need to generate revenue. For 

example, Freeplay Energy wanted to provide simple communication devices 

for the developing world but it also wanted to provide employment to 

disabled people. The costs of the latter made the former diffi cult to achieve 

competitively and set up a major confl ict for the management of the enterprise.

Voluntary 

nature

Many people involved in social innovation are there because of core values 

and beliefs and contribute their time and energy in a voluntary way. This 

means that ‘traditional’ forms of organization and motivation may not be 

available – posing a signifi cant human resource management challenge

‘Lumpy’ 

funding

Unlike commercial businesses, where a stream of revenue can be used to 

fund innovation in a consistent fashion, many social enterprises rely on grants, 

donations and other sources which are intermittent and unpredictable

Scale of the 

challenge

The sheer size of many of the issues being addressed (e.g. how to provide 

clean drinking water, deliver reliable low-cost health-care, combating 

illiteracy) mean that having a clear focus is essential. Without a targeted 

innovation strategy social enterprises risk dissipating their efforts

www.innovation-portal.info

3GC19.indd   3593GC19.indd   359 28/12/13   4:13 PM28/12/13   4:13 PM



360 Part 2  The Innovation Frontier

Select – what are
we going to do –

and why?

Search – how can
we find
opportunities for
innovation?

Implement – how
are we going to
make it happen?

Capture – how are
we going to get the

benefits from it?

Do we have a clear innovation strategy?

Do we have an innovative organization?

FIGURE 19.1 Core model of the innovation process

As we’ve seen elsewhere in this book, the skill is often not so much discovery (fi nding 
something completely new) as connection (making links between disparate things). In the SE 
fi eld the gaps may be very wide (e.g. connecting rural farmers to high tech-international stock 
markets requires considerably more vision to bridge the gap than spotting the need for a new 
variant of futures’ trading software). So SEs need both passion and vision, plus considerable 
broking and connecting skills.

Selection

Spotting an opportunity is one thing – but getting others to believe in it and, more impor-
tantly, back it is something else. Whether it’s an inventor approaching a venture capitalist or 
an internal team pitching a new product idea to the strategic management in a large organiza-
tion, the story of successful entrepreneurship is about convincing other people.

In the case of SE the problem is compounded by the fact that the targets for such a pitch 
may not be immediately apparent. Even if you can make a strong business case and have 
thought through the likely concerns and questions, who do you approach to try to get back-
ing from? There are some foundations and non-profi t organizations but in many cases one 
of the important skill sets of an SE is networking, the ability to chase down potential funders 
and backers and engage them in their project.

Even within an established organization, the presence of a structure may not be suffi cient. 
For many SE projects the challenge is that they take the fi rm in very different directions, some 
of which fundamentally challenge its core business. For example, a proposal to make drugs 
cheaply available in the developing world may sound a wonderful idea from an SE perspective 
but it poses huge challenges to the structure and operations of a large pharmaceutical fi rm 
with complex economics around R&D funding, distribution and so on.

www.innovation-portal.info
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Important to build coalitions of support – securing support for social innovation is very 
often a distributed process but power and resources are often not concentrated in the hands 
of a single decision-maker. There may also not be a board or venture capitalist to pitch the 
ideas to – instead it is a case of building momentum and groundswell.

Very important to provide practical demonstrations of what otherwise may be seen as 
idealistic pipedreams. Role of pilots which are then taken up and gather support is well 
proven (e.g. the Fair Trade model or micro-fi nance).

Implementation

Social innovation requires extensive creativity in getting hold of the diverse resources to make 
things happen, especially since the funding base may be limited. Networking skills become 
critical here – engaging different players and aligning them with the core vision.

One of the most important elements in much social innovation is scaling up – taking what 
might be a good idea implemented by one person or in a local community and amplifying it 
so that it has widespread social impact.

Innovation strategy

Here the overall vision is critical – the passionate commitment to a clear vision can engage 
others – but SEs can also be accused of idealism and of having their head in the clouds. 
Consequently, there is a need for a clear plan to translate the vision step by step into reality.

Innovative organization/rich networking

Social innovation depends on loose and organic structures where the main linkages are 
through a sense of shared purpose. At the same time there is a need to ensure some degree 
of structure to allow for effective implementation. 
The history of many successful social innovations is 
essentially one of networking, mobilizing support and 
accessing diverse resources through rich networks. This 
places a premium on networking and broking skills.

Why Social Innovation?

Social entrepreneurs are not content just to give a fi sh or teach how to fi sh. They will not rest 
until they have revolutionized the fi shing industry.

— Bill Drayton, CEO, chair and founder of Ashoka, a global non-profi t organization 
devoted to developing the profession of social entrepreneurship

It’s worth pausing for a moment to refl ect on the underlying motivation for social innovation, 
whether we are talking about passionate individuals, enlightened corporations, public sector 
institutions or ‘third sector’ organizations.

Case Study of Freeplay Energy 

detailing the diffi culties in creating 

and growing a sustainable 

social innovation programme is 

available on the Innovation Portal 

at www.innovation-portal.info
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362 Part 2  The Innovation Frontier

At the Individual Level. . .

If we think about successful entrepreneurs, they are typically ambitious, mission driven, pas-
sionate, strategic (not just impulsive), resourceful and results oriented. And we can think of 
plenty of names to fi t this frame: Bill Gates (Microsoft), Richard Branson (Virgin), James 
Dyson, Larry Page and Sergey Brin (Google) or Jeff Bezos (Amazon).

But we could also apply these terms to describe people like Florence Nightingale, 
Elizabeth Fry or Albert Schweizer. And while less famous than Gates or Bezos, there are some 
impressive individuals around today who have made a signifi cant mark on the world through 
getting their ideas into action. As the Ashoka Foundation comments: ‘Unlike traditional busi-
ness entrepreneurs, social entrepreneurs primarily seek to generate “social value” rather than 
profi ts. And unlike the majority of non-profi t organizations, their work is targeted not only 
towards immediate, small-scale effects, but sweeping, long-term change.’

Another important area where individuals have been 
a powerful source of social innovation comes from the 
world of ‘user-innovators’. As we saw in Chapter 16, this 
class of innovator is increasingly important and has often 
been at the heart of major social change. Experiencing 
problems fi rst-hand can often provide the trigger for 
change, for example in health care.

Why Organizations Do It

As we’ve seen, it isn’t just individuals who undertake social innovation: it is increasingly part 
of the offering by all kinds of business organization. There are several reasons for this, and 
we will focus on three:

• social innovation as securing a ‘licence to operate’
• social innovation as aligning values
• social innovation as a learning laboratory.

Licence to Operate

There is growing pressure on established businesses to work to a more socially responsible 
agenda – with many operating a key function around corporate social responsibility (CSR). 
The concept is simple: fi rms need to secure a ‘licence to operate’ from the stakeholders 
in the various constituencies in which they work. Unless they take notice of the concerns 
and values of those communities, they risk passive, and increasingly active, resistance and 
their operations can be severely affected. CSR goes beyond public relations in many cases 
with genuine efforts to ensure social value is created alongside economic value, and that 
stakeholders benefi t as widely as possible and not simply as consumers. CSR thinking has 
led to the development of formal measures and frameworks like the ‘triple bottom line’, 
which many fi rms use as a way of expanding the traditional company reporting frame-
work to take into account not just fi nancial outcomes but also environmental and social 
performance.

Video Clip of a talk by Tad 

Golesworthy who developed and had 

implanted a novel design for a heart 

valve is available on the Innovation 

Portal at www.innovation-portal.info
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User-Led Social Innovation

One day Louis Plante – a sufferer from cystic fi brosis – had to leave a concert because of excessive 
coughing while sitting in proximity to a large speaker. Using his skills as an electronics technician, 
Louis developed a device that could generate the low frequency vibrations (Oliveira 2012). His 
primary goal was to develop a treatment he would benefi t from but he realised that his efforts could 
be valuable for others and so he created a fi rm (Dymedso) to commercialize his solution.

Another CF affected person, Hanna Boguslawska, developed chest percussion with electrical 
percussion and founded a fi rm named eper ltd to commercialize it: “My daughter, 26 with CF, 
depended for most of her life on us, her parents to do her chest physiotherapy. So her independ-
ence was constantly compromised and she hated it. On the other hand, we not always delivered 
the best physiotherapy; simply because we were tired, or didn’t have all this time required, or 
were sick. Sure, you know all of this. [...] Many times I was thinking about a simple solution, 
which would de- liver a good physiotherapy and wouldn’t require a caregiver. And I am very 
happy I could do it. My daughter uses my eper 100 (stands for electrical percussor, and 100 
symbolizes all my percussion ideas which were never realized) all the time. According to her it is 
much better than the human hand and she can do it alone.”

Source: Derived from Habicht, H., P. Oliveira and V. Scherbatuik (2012) User innovators: When 
patients set out to help themselves and end up helping many. Die Unternehmung – Swiss Journal 
of Management Research, 66 (3): 277–294.

INNOVATION IN ACTION 19.6

Different Types of Entrepreneurs

In an award-winning paper Emmanuelle Fauchart and Marc Gruber studied the motivations 
and underlying psychological drivers amongst entrepreneurial founders of businesses in the 
sports equipment sector. Their study used social identity theory to explore the underlying self-
perceptions and aspirations and found three distinct types of role identity amongst their sample. 
‘Darwinians’ were primarily concerned with competing and creating business success, whereas 
‘Communitarians’ were much more concerned with social identities which related to participat-
ing in and contributing to a community. ‘Missionaries’ had a strong inner vision, a desire to 
change the world, and their entrepreneurial activity was an expression of this.

Source: Derived from Fauchart, E. and M. Gruber (2011) Darwinians, Communitarians, and 
Missionaries: The role of founder identity in entrepreneurship. Academy of Management Journal, 
54 (5): 935–957.

INNOVATION IN ACTION 19.7
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It is easy to become cynical about CSR activity, seeing it as a cosmetic overlay on what 
are basically the same old business practices. But there is a growing recognition that pursuing 
social-entrepreneurship-linked goals may not be incompatible with developing a viable and 
commercially successful business.

This value is in both intangible domains like brand and reputation but increasingly in 
bottom line benefi ts like market share and product/service innovation. And the downside of 
a failure in CSR is that public perception of the organization can shift with a negative impact 
on brands, reputation and ultimately performance. Concern in the United Kingdom over the 
tax arrangements of Amazon, Starbucks and Google forced changes in their operating agenda 
while the backlash against fast-food meant that players like McDonald’s and KFC had to 
rethink their approach.

Aligning Values

A second reason for engaging in social innovation on the part of organizations is the motivational 
effects they get from aligning their values with those of their staff. Most people want to work 
for organizations in which there is a positive benefi t to society, and many see this as a way of 
fulfi lling themselves. Think of the motives for working in health care or education and the sense 
is often one of vocation – a calling – rather than because of the more usual (fi nancial) rewards.

Organizations which align with the values of their staff tend to have better retention and 
the chance to build on the ideas and suggestions of their staff – high-involvement innovation. 
This is also critical in those organizations which operate with a small core staff and a large 
number of volunteers, for example in the charity sector or in the case of social care.

Social Innovation as a Learning Laboratory

One other area where participating in social innovation may be valuable is in using it as an 
extension of innovation search possibilities. Social innovations often arise out of a combina-
tion of widespread and often urgent need and severe resource limitations. Existing solutions 
may not be viable in such situations and instead new solutions emerge which are better suited 
to the extreme conditions.

As we have seen, meeting the needs of a different group with very different characteristics 
to those of the mainstream population can provide a laboratory for the emergence of inno-
vations which may well diffuse later to the wider population. There is a clear need for such 
innovation to meet the widespread demands for health care, education, sanitation, energy and 
food across populations which do not have the disposable income to purchase these goods 
and services via conventional routes.4

Humanitarian emergencies – such as earthquakes, tsunami, fl ood and drought, or man-
made crises such as war and the consequent refugee problems – provide another example 
of urgent and widespread need which cannot be met through conventional routes. Instead, 
agencies working in this space are characterized by high rates of innovation, often improvis-
ing solutions which can then be shared across other agencies and provide radically different 
routes to innovation in logistics, communication and health care.

Learning from such experiments can lead to wider application of the underlying concepts, 
for example GE’s bestselling portable ultrasound scanner emerged from a small project to 
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meet the needs of midwives working in rural villages 
in India. Other examples include changing business 
models in banking (based on the Grameen experience) 
and resilient logistics using lessons originally learned in 
humanitarian crises.5

Case Studies of ‘crisis driven’ 

innovations which describe activities 

in the humanitarian aid sector are 

available on the Innovation Portal at 

www.innovation-portal.info

Mobilizing Stakeholder Innovation

The Danish pharmaceutical fi rm Novo Nordisk is deploying stakeholder innovation through 
expansion and reframing of the role of its Corporate Stakeholder Relations (CSR) activities. It 
has been consistently highly rated on this, not least because it is a board-level strategic responsi-
bility (specifi ed in the company’s articles of association) with signifi cant resources committed to 
projects to sustain and enhance good practice. It was one of the fi rst companies to introduce the 
concept of the ‘triple bottom line’ performance measurement, recognizing the need to take into 
account wider social and societal concerns and to be clear about its values.

But there is now growing recognition that this investment is also a powerful innovation 
resource which offers a way of complementing its mainstream R&D. For example, its DAWN 
(Diabetes Attitudes, Wishes and Needs) programme, initiated in 2001, tried to explore attitudes, 
wishes and needs of both diabetes sufferers and health care professionals to identify critical gaps 
in the overall care offering. Its fi ndings showed in quantitative fashion how people with diabetes 
suffered from different types of emotional distress and poor psychological wellbeing, and that 
such factors were a major contributing factor to impaired health outcomes. Insights from the 
programme opened up new areas for innovation across the system. For example, a key focus was 
on the ways in which health care professionals presented therapeutic options involving a com-
bination of insulin treatment and lifestyle elements – and on developing new approaches to this.

Søren Skovlund, senior adviser at Corporate Health Partnerships, saw the key element as 
‘the use of the DAWN study as a vehicle to get all the different people round the same table . . . to 
bring patients, health professionals, politicians, payers [and] the media together to fi nd new ways 
to work more effectively together on the same task . . . You can’t avoid getting some innovation 
because you’re bringing together different baskets of knowledge in the room!’

DAWN provides an input to another set of activities operated by Novo Nordisk under the 
banner of National Diabetes Programmes (NDPs). This initiative began in 2001 when the com-
pany set about building a network of relationships in key geographical areas, helping devise and 
confi gure relevant holistic care programmes. Rather than a product focus, NDPs offer a range 
of inputs, for example supporting the education of health care professionals or establishing 
clinics for the treatment of diabetic ulcers. The CEO, Lars Rebien Sørensen, argues that ‘only 
by offering and advocating the right solutions for diabetes care will we be seen as a responsible 
company. If we just say, “Drugs, drugs, drugs,” they will say, “Give us a break!”’ This is clearly 

INNOVATION IN ACTION 19.8
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good CSR practice – but the potential learning about new approaches to care, especially under 
resource-constrained conditions, also represents an important ‘hidden R&D’ investment.

For example, Tanzania was an early pilot. It was initially diffi cult to convince authorities 
there to take chronic diseases like diabetes into account since they had no budget for them and 
were already fi ghting hard with infectious diseases. With little likelihood of new investment, 
Novo Nordisk began working with local diabetes associations to establish demonstration pro-
jects. It set up clinics in hospitals and villages, trained staff and provided relevant equipment 
and materials. This gave visibility to the possibilities offered by a chronic disease management 
approach, for example before the programme someone with diabetes might have had to travel 
200 km to the major hospital in Dar es Salaam, whereas now they could be dealt with locally. 
The value to the national health system was signifi cant in terms of savings on the costs of treat-
ing complications such as blindness and amputations, which can be the tragic and expensive 
results of poor and delayed treatment. As a result the Ministry of Health was able to deal with 
diabetes management without the need for new investment in hospital capacity or recruitment 
of new doctors and nurses.

NDPs represent an experience-sharing network across over 40 countries. Much of the learn-
ing is about the context of different national health care systems and how to work within them 
to bring about signifi cant change – essentially positioning the company for the co-evolution of 
novel models.

www.innovation-portal.info
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Summary

• Innovation is about creating value, and one important dimension of this is making 
change happen in a socially valuable direction.

• ’Social entrepreneurs’ – individuals and organizations – recognize a social problem and 
organize an innovation process to enable social change.

• Just because there is no direct profi t motive doesn’t take the commercial challenges out 
of the equation. If anything, it becomes harder to be an entrepreneur when the chal-
lenge is not only to convince people that it can be done (and use all the tricks of the 
entrepreneur’s trade to do so) but also to do so in a form that makes it commercially 
sustainable.

• Social entrepreneurship of this kind is also an increasingly important component of 
‘big business’, as large organizations realize that they only secure a licence to operate 
if they can demonstrate some concern for the wider communities in which they are 
located.

• There are also benefi ts which emerge through aligning corporate values with those of 
employees within organizations.

• And there are signifi cant learning opportunities through experiments in social innova-
tion which may have impacts upon mainstream innovation.

• Making social entrepreneurship happen will require learning and absorbing a new set 
of skills to sit alongside our current ways of thinking about and managing innovation. 
How do we fi nd opportunities which deliver social as well as economic benefi ts? How 
do we identify and engage a wide range of stakeholders – and understand and meet their 
very diverse expectations? How do we mobilize resources across networks? How do we 
build coalitions of support for socially valuable ideas?

Further Resources

There is a wealth of information about social entrepreneurship, including useful websites 
for the Ashoka Foundation (www.ashoka.org), the Skoll Foundation (www.skollfoundation.
com) and the Institute for Social Entrepreneurs (www.socialent.org/). Stanford University’s 
Entrepreneurs website has a number of resources, including videos of social entrepreneurs 
explaining their projects(http://edcorner.stanford.edu).

A number of books describing approaches and tools include Bornstein, D. How to 
Change the World: Social entrepreneurs and the power of new ideas (Oxford University 
Press, 2004), Brinckerhoff, P. Social Entrepreneurship: The art of mission-based ven-
ture development (John Wiley & Sons, Ltd, 2000), Dees, G., J. Emerson and P. Economy 
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Cases Media Tools Activities Deeper Dive

• Eastville Community 

Shop

• Aravind Eye Clinics

• Lifeline Energy

• Crisis driven 

innovation

• NHL Hospitals

• Lifespring Hospitals

• RED project

• Open Door

• Suzana Moreira

• Melissa 

Clark-Reynolds

• Simon Tucker, Young 

Foundation

• Helle-Vibeke 

Carstensen

• Lynne Maher

• Tad Golesworthy 

(TED talk)

Summary of online resources for Chapter 19 –
all material is available via the Innovation Portal at

www.innovation-portal.info
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