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1 INTRODUCTION

1.1 Background

Even though social entrepreneurship is not a nesng@imenon, it is a nascent field in
academic research (Chalmers & Fraser 2012, 29%erilg, the attention towards the
study of the phenomenon has been drawn in resgorseveral changes in the context
where social organizations operate (Perrini & VW04.0, 165). The social or third sec-
tor has experienced in recent years challengesodae increased competition for fund-
ing raised by the proliferation of social organiaas and the government and private
sector organizations struggling to balance theddets in addition to a public concern
about the effectiveness and efficiency of third@eorganizations, among other reasons
that in line with the idea of the welfare systermability to meet every demand that
society places on it (Wei-Skillern, Austin, Leona&l Stevenson 2007, 2; Thompson
2002, 412), and as a result, social entreprengqurgpresent an alternative solution for
the issues society faces (York, Sarasvathy, & a0, 141). These challenges have
prompted organizations to create partnerships araotays in different sectors in socie-
ty in order to increase both, economic growth aoda impact (Wei-Skillern et al.
2007, 3). At the same time, these partnershipease the level of complexity in the
study of organizations being created, in termgsiriodes of operation, agency, typolo-
gy, served groups, legal establishment, etc.

The process of value creation conducted by a gofwgetors from different sectors
in society raises the interest particularly on lowackle the reconciliation of divergent
interests and objectives. To discuss the presuereian between economic and social
value, Michael Porter introduced the concept ofrathavalue, positioning in this con-
cept both economic goals and social goals at timee davel in the firms’ value creation
process. Contrary to the assumed conflicts that msaydue to the divergent logics un-
derlying economic and social goals, he statesfitras that adopt share value creation
as part of their strategy, benefit from the commatarity provided by both logics. He
supports this view claiming that “the opportunitydreate economic value through cre-
ating societal value will be one of the most powkfbrces driving growth in the global
economy” (Porter & Kramer 2011, 4). Consequenthg mentioned trend creates op-
portunities for entrepreneurs to seek for new waydelivering services and developing
products, and in the same manner, for researchedapt and/or develop approaches to
this emerging type of entrepreneurship in the acacéeld (Desa 2007, 7). As a con-
sequence of these challenges and opportunitiessalso claimed that “social entrepre-
neurs will be one of the most important sourcesnbvation”, in the sense that they



combine scarce resources in creative ways to sue&l needs that have been unmet
by the established welfare system (Shaw & Cartéir2022).

Accordingly, there is evidence of an increase nunob@ublications related to social
entrepreneurship (Short, Moss, & Lumpkin 2009, 1#&l)well as a growing number of
organizations embracing social aims including theiad value generation as an essen-
tial element of their business model (Shaw & Ca2@07, 420; Brooks 2009; Martin &
Thompson 2010, 19). One of the few sources of daa@erning global social entrepre-
neurship activity is the Social Entrepreneurshipdedeveloped by the Global Entre-
preneurship Monitor which on its latest publicatiprovides detailed information on
social entrepreneurship trends in 49 countries jé$en, Lepoutre, Justo, & Bosma
2009). A classification of entrepreneurial orgatizas in terms of their goal focus is
provided in order to assess social entrepreneaciality (SEA), and defines four types
of organizations based on their activity: pure abentrepreneurial activity (social aims
and none commercial aims), pure commercial entnepgal activity (commercial aims
and none social aims), overlapping social and cortiadeentrepreneurial activity (the
organization is both commercial and social in rngtueind simultaneous social and
commercial entrepreneurial activity (commercial @odial separate entities running at
the same time). The results show that pure comaleznierprises still dominate in eve-
ry country, and that social entrepreneurial agtiwiaries radically among regions in
terms of their goal orientation and the type ofusitly social enterprises operate in.

Moreover, there are notable differences betweenyges of social entrepreneurial
activity among regions, for instance the prominease of the overlapping activities
leading the social entrepreneurial activity in bafimerica (more visible in Colombia,
Peru and Venezuela) while in the United Statesetiean evident trend towards the
pure social entrepreneurial activity type. The gtatfers some reasons for this behav-
ior, and states that developing countries tenchtvsan increase in hybrid-purpose en-
terprises due to a lack of a welfare state in tloegsmtries and the scarcity of funding
and grants which move them to look for alternabusinesses that create social impact
and at the same time provide a sustainable incomes. However, it is also highlight-
ed that the assessment of the differences in seaiepreneurial activity in cross-
country studies become difficult mainly becauseltival perception of what the popu-
lation understands by “social activity” varies degeg on a combination of factors
such as historical and institutional background=rj@sen et al. 2009, 5, 16).

This is probably the reason why the extant literatn this matter covers mainly dis-
cussions around the concept of social entreprenguirand more specifically, attempts
to establish the boundaries which define its pladte entrepreneurship spectrum (Da-
cin, Dacin, & Tracey 2011, 1204). However, it iaioled that the conceptual consensus
is far from possible because social entreprengurshsuch a complex, dynamic and
context-dependent phenomenon (Dacin, Dacin, & Mag8d.0, 38). In addition, the



attention of the media has broadly been drawn ¢oirttage of the social entrepreneur
from an individual perspective, typically highligihg his/her personality traits and par-
ticular skills (Haugh 2012, 9), and often over-ewrghing them through impressive
stories about his/her success. As a result, thay sifisocial entrepreneurship tends to
overlook the processes undertaken to achieve su¢Pexin et al. 2011, 1206; Doyle
Corner & Ho 2010, 636), the participants in thosecpsses, and most importantly in
the case of social enterprises, the mission underlthe venture creation (Barinaga
2012, 243).

In order to contribute to the research of the dommrepreneurial process with the
social value creation as the main differentiatomaiM& Marti 2006, 39) this study is
focused on the process of the venture creationte@dnfluence of the stakeholders in
that process, taking the social mission and treractions between the founder and the
stakeholders as the units of analysis. The nextosewill present the research ques-
tions and the structure of the study.

1.2 The purpose of the study

The dynamic model of new market creation is basethe idea that to the extent that
the future can be controlled, there is no needédipt it. As a consequence, the process
of market creation is principally a group of acgamwards the construction of that fu-
ture. The model emphasizes the ability of the @néreeur to use the current resources
at hand to foster the vision of what he/she ideggihs an opportunity. In the intention
of building “something” which is not defined yetxternal actors contribute to the de-
velopment and concretization of the idea. The Idghind this collaboration is that the
actors bring new means and goals to the procestharidea becomes a central element
in both cycles of expansion in resources and camggrin goals. According to an effec-
tual entrepreneur this participation is an impdrtsource of insight to improve value
generation. In addition, the effectual reasoningvates the entrepreneur with the abil-
ity to be open to surprises as to market segmentati even market creation, and there-
fore, the interactions undertaken between the praneur and the committed stake-
holders continuously transform the original versadrihe idea, and the built network of
partnerships determines at some extent the markehich the venture end up in (Sar-
asvathy 2001, 6) or in other words “it is who comesboard that determines the goals
of the enterprise, not vice versa” (Sarasvathy 2006

The interactions suggest a succession of negatmtiowards the attainment of an
actual commitment from self-selected stakeholdergxchange of a chance to shape
the goals and influence the future of the projether than appropriate future payoffs
(Sarasvathy 2006, 2, 6; Sarasvathy et al. 2005). 57 reasons behind the self-
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selection of stakeholders into the venture creafimotess may be their own convic-
tions, passions, fun, pre-existent preferences,ngnmaihers (Sarasvathy et al. 2005,
554). The effectual approach establishes theviahig three principles used by stake-
holders when deciding to make an actual commitmex@ans-driven, affordable loss
and leveraging contingencies. Stakeholders ainonigike part in an effectual network
are likely to base their decision on the possiloderses of action enabled through their
current means, investing in those actions onlyréseurces they can afford to lose but
also being aware of the opportunities that mayerdiem unexpected contingencies
(Sarasvathy 2006, 7). Therefore, it can be sugdebi® the members of an effectual
network are likely to be altruistic (at least iretbarly stages of the venture creation)
(Sarasvathy et al. 2005, 558), and that this cheniatic is preferred over others when
assessing the inclusion of a new member. The pomhich the addition of new mem-
bers to the network is restricted, is defined by ithea that the closer to the market
stage, the more constrains are put to the transfttwmof the idea (Sarasvathy & Dew
2005, 549-550). As a consequence, time periodarnvémnture creation process seem to
be relevant, therefore it is also suggested thatetitrepreneur adopts an effectual rea-
soning in the early stages of the venture creatimha more causal or strategic reason-
ing when the new venture is shaped enough to émeemarket (Sarasvathy 2001, 2).
This idea is reinforced by the findings in Doyler@er & Ho (2010, 645) in which the
focus was on opportunity development. The resei®aled mixed logics in the entre-
preneurial process, opportunities were neitherlpureated (effectuation approach) nor
purely discovered (causal approach).

The effectuation approach offers interesting redeaaths when evaluating the en-
trepreneurial process undertaken by social entnepirs. In addition, the promising
opportunities for deepening the understanding eflithks between the effectuation ap-
proach and social entrepreneurship has been ack&dged in York et al. (2010). This
case study research discusses how inchoate dergandrél demand for things that
meet broadly defined types of needs) is transforigm articulated demand (demand
for particular products or services), and expldhes links of social entrepreneurs’ ac-
tions with the effectual approach. The mentionedneation between the effectual ap-
proach and the social entrepreneurial process eamabed to the levels of uncertainty
faced in the social entrepreneurship context aedsttarce resources social entrepre-
neurs operate with (Dacin et al. 2011, 1210). lditemh, two facts seem to complement
the aforementioned view: social enterprises areptaup market-base approaches to
create value (Chalmers & Fraser 2012, 294) andlamepusly re-defining the view of
value creation into a social or shared value aveatiriven by the public awareness of
social and environmental issues (Porter & Kramerl2OEven though social entrepre-
neurship inherits overall the characteristics ahawercial entrepreneurship, a group of
scholars persists in the idea that it is a distigpe in entrepreneurship field, in the
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sense that the social mission is the central elemmethe value creation (Dacin et al.
2011, 1205) and due to the distinctive organizatidorms that support the achieve-
ment of that mission (Doyle Corner & Ho 2010, 637).

It is widely stated in social entrepreneurshiprétare that the social mission is cen-
tral (Pirson 2012, 35), however the sustainabiitythe venture is also a key element,
and the latter cannot be disconnected from the dorfiair & Marti 2006, 39). As a
means to clarify these notions, the concept isrgget] in simple words by a social en-
trepreneur as “...we don’t employ people to make Imies; we make brownies to em-
ploy people” (Wei-Skillern et al. 2007, 143). Cegsently, one of the claimed chal-
lenges for social entrepreneurs is to achieve anoal between what market dictates and
mission needs (Pache & Santos 2013, 972). In #mises it is believed that social entre-
preneurship is all about procuring the necessagurees (financial and human) to pur-
sue opportunities in addition to leveraging theirrent assets such as capabilities, infra-
structure and reputation (Wei-Skillern et al. 20043). Moreover, building networks is
a powerful strategy for social enterprises sin@rtbbjective is to create social value,
and it does not require to be captured within trganization’s boundaries, this means
that the social value might be created in collabonawith others (Wei-Skillern et al.
2007, 25) as a consequence of a “collective act{@dyle Corner & Ho 2010, 651).
The collaboration among the founder and stakehs]demngs new resources to the ven-
ture creation process and has an effect in soaialevcreation, which might distort or
adjust the mission (Chalmers & Fraser 2012, 298raBse the societal demand is sig-
nificant, social entrepreneurs are tempted to tackbre social needs (Wei-Skillern et
al. 2007, 24) when new resources are introducebarprocess. At this point, the char-
acteristics of the social entrepreneur play a figamt role, since it is noted that these
characteristics at the individual level shape btith:vision of the future and the acquisi-
tion of resources (Perrini & Vurro 2010, 169).

Among the suggestions on possible research oppoesiconcerning networks and
social entrepreneurship, is the need for researoing to understand how powerful
actors work to shape the agenda of social entreprenDacin et al. 2011, 1208). In
addition, it is proposed that a promising approacto examine the set of activities un-
derlying the social entrepreneurship process anck nmoportantly the interactions be-
tween the social entrepreneur and the context,dardo understand how the latter ena-
bles and constraints the appearance of socialpgrtreurship and how social change
occurs (Mair & Marti 2006, 38-40). The researchqoms for this study are drawn
from the mentioned suggestions in addition to gtmmmendation on further in-depth
investigation of this type of entrepreneurship gsotential way to inform and enhance
the field (Mair & Marti 2006, 42), and to explorevh existing theories apply to social
mission-related phenomena (Dacin et al. 2010, A8litionally, the recommendation
to study the links between qualitative data andstroits of theoretical interest in entre-
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preneurship was considered, being the effectuat loge of these potential research
paths (York et al. 2010, 159-160). Therefore, thepse of this study is to investigate:

* What is the role of stakeholders in the social entprise creation process
under the effectual approach?

Considering the already mentioned distinction betwéhe acknowledgment of an
existing social need which enables a tangible swiufor it, this study will draw the
attention initially to the centrality of the missi@s the mobilizing element in the crea-
tion of a social enterprise. Therefore, the fins¢stion for this study is:

* What constitutes the mission of a social enterfrise

Having discussed what is understood by the miseifoa social enterprise for the
purpose of this study, the role of the stakehold®examined in relation with their in-
fluence in the venture creation process. Consetyy¢hé main focus is put in the inter-
actions between the stakeholders and the sociedpeaheurs (founders) and how the
former may influence the mission of the social grise. In order to address this, the
second question is:

* How do interactions between stakeholders and dbaders shape the mis-
sion of a social enterprise?

The answer to the research questions of this stuitipe provided by the evaluation
of existing theoretical definitions in social emreneurship and comparing them with
the empirical findings within a case study. Additdly, the effectual approach of entre-
preneurial activity will guide the analysis of thenture creation process. The next sec-
tion is concerned with the structure of the study.

1.3 The structure of the study

The aim of this section is to present a brief dpsion of the chapters that make up this
study. The introductory chapter is concerned whih justification for the selected topic
in the light of its relevance for the field in atidn to the presentation of the purpose of
the study and the research interests.

Chapters two and three comprise the relevant bbdltecature which is the basis of
this study. Chapter two introduces the concepts@oed with social enterprises as a
different type of organizations. It also discussesial entrepreneurship as the broader
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field upon which social enterprises emerge. Thiea,main concept of this study is pre-
sented, the mission of the social enterprise, mwwtion with the stakeholders and

their importance in the context of social value gration. As a result, a preliminary

understanding of what constitutes the mission ef ghcial enterprise is provided. In

addition, chapter three introduces the dynamic motl@ew market creation and the

effectual logic. The effectuation approach contggua key part of the theoretical

framework for this study since it establishes thdarpinnings for addressing the mis-
sion-driven venture creation process and the ramyaf the interactions with stake-

holders. The chapter concludes with the initiahfeavork of this study. It consolidates

the theoretical knowledge gathered from the liteatreview and illustrates the trans-
formation of the mission of the social enterprisesdd on the interactions between the
founders and the stakeholders.

Methodological choices for this study are portrayedhapter four. It describes the
selection criteria for the research approach aaddkearch strategy. Moreover, the em-
pirical part of the study is introduced in termstloé data collection and data analysis
methods. Finally, to discuss the research quafithie study, the criteria against which
the trustworthiness was evaluated is explainetiercbncluding section of this chapter.

Chapter five is dedicated to the empirical parthi study. Initially an introduction
to the selected company is outlined. The main dbeof the first section is to guide
the reader through the operation of the companyeutite triple bottom line approach
of social enterprises aims. Later, the venturetmmegrocess of the focal company is
described and discussed in the light of the efedatmtrepreneurial approach. Finally,
the interactions undertaken during the procesparieayed emphasizing the role of the
founders and the stakeholders.

Conclusions of this study are addressed in chaptelFirst, it presents the theoreti-
cal discussion based on the findings contrasted thi¢ theoretical knowledge to pro-
vide the final version of the framework suggestedthis study. Finally, it concludes
with recommendations of future research directions.
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2 THE SOCIAL ENTERPRISE

2.1 The concept of social entrepreneurship

The concept of social entrepreneurship and theifadhat differentiate it from other
types of entrepreneurship constitute the core®ktttant discussions in literature in this
matter (Dacin et al., 2011, 1204), principally bz similar to every nascent field of
research the focus is on the complexity in settiogndaries (Barinaga 2012, 244). Be-
fore engaging into the understanding of concepdisdussions it is necessary to high-
light the difference between the following termecial entrepreneurship, which refers
to the behaviors and processes; social enterpuisieh is concerned with the tangible
outcome, and social entrepreneur which refers egodgrson who undertakes the initia-
tive (Mair & Marti 2006, 37). The two latter termtbat is, social enterprise and social
entrepreneur evidently are derived from the firse,csocial entrepreneurship. Since this
study is built upon the dynamic in the processheaf $ocial enterprise creation, social
entrepreneurship constitutes the base for the sisaby the interactions that lead to the
creation of the new venture from the entreprengueispective.

Social entrepreneurship literature generally diseashe concept using four broad
streams of research that aim to define the phenomasing complementary approach-
es: the delimitation of the concept in the entrepueship spectrum, the acquisition of
resources to serve the mission in constrained @mvients, external and internal actions
that influence social entrepreneurship and meadoresocial entrepreneurship perfor-
mance (Desa 2007, 7). For example, Figure 1 shawprasentation of the forces influ-
encing the initiation of the social entrepreneysgtriocess. The model aims to adapt the
existing theories on entrepreneurship to the s@aitdepreneurship phenomenon, and it
suggests that social entrepreneurial activity igeriely to occur in places where the
political and social conditions meet the notionsohultaneously generate social and
economic impact in addition to particular charasters of the individual or group that
initiates the process (Brooks 2009, 6). Therefibrig,possible to claim that the process-
es by which economic goal driven and social goaledr ventures are created are fun-
damentally the same in addition to the similitudepersonal traits of entrepreneurs
working for profit aims and social entrepreneurswdver, the commitment of social
entrepreneurs to achieve specific social objectigballenges the concepts of authority
and leadership of the founders of social enterpiimeause of the factors of opportunity
discovery and the particular organizational strreguthat these ventures may adopt
(Shaw & Carter 2007, 421).
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External forces
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* Political change
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Figure 1 Forces on social entrepreneurship (Br@ok®, 6)

Moreover, it is argued that there is no generakeosus in the meanings, limitations
and domains of social entrepreneurship (Dacin.e2@l0, 38; Short et al. 2009, 161),
neither an agreement on the processes involvechiedng it goals (Roberts & Woods,
2005, 46). A number of researchers begin the eafm of the concept by separating
the construct in its constituent parts, the soaspect and the entrepreneurial aspect
(Chalmers & Fraser, 2012, 292-293). It seems pantito proceed using such approach
since it is also claimed that in order to estabitsd boundaries of social entrepreneur-
ship, it is required to place it in the entreprasbip spectrum in the first place (Dacin
et al. 2011, 1204). It is also suggested that sea@mepreneurship construct inherits the
lack of consensus in large debates attempting finedentrepreneurship (Chalmers &
Fraser, 2012, 291). To construct a better undedsigrof entrepreneurship, it is com-
mon to notice the development of a conceptual fraonk including the entrepreneur,
the environment, the organization and the procesheamain perspectives for the eval-
uation (Frederick, Kuratko, & Hodgetts 2007, 39pn8equently, aspects such as the
individual traits of entrepreneurial individualbetprocess of venture creation, the role
of innovation in entrepreneurship, among othersghaeen broadly assessed in extant
entrepreneurship literature. This interest in teepdunderstanding of entrepreneurship
has lead researchers in the field of social engregurship to extend the trend, and to
limit the objectives of their work to the study thfe entrepreneurial management ele-
ment in the phenomenon, therefore ignoring theadattimension (Barinaga 2012, 243).
It is not relevant for the purpose of this studyctmtinue with a further discussion on
the conceptual debates of entrepreneurship, forrdaeson the following definition has
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been chosen as a reference and starting poinetdebcription of the social dimension
in social entrepreneurship phenomenon. This defmibf entrepreneurship has been
selected because it contains aspects that arepfgteofor the aim of this study, and

therefore supports its research development. Ty $bcuses the attention essentially
in the venture creation as a process and the missabilizing the activities and interac-

tions in that process. With that said, the follogvaotefinition of entrepreneurship is sug-
gested:

Entrepreneurship is a dynamic process of visioange, and creation. It requires an
application of energy and passion towards the ¢ogaaind implementation of new ide-
as and creative solutions. Essential ingredientsude the willingness to take calculat-
ed risks — in terms of time, equity, or career; #tdity to formulate an effective venture
team; the creative skill to marshal needed resosgirtiee fundamental skill of building a
solid business plan; and, finally, the vision t@agnize opportunity where others see
chaos, contradiction, and confusiqirrederick, Kuratko, & Hodgetts 2007, 29)

The social dimension of the social entreprerfeprsonstruct is concerned, as the
name suggests, with the impact of entrepreneuistspciety in terms of welfare gener-
ation. Similar dimension-based approaches appeétemature discussing conceptual
issues in social entrepreneurship. For instancen®&ga (2012, 246-247) suggests a
three-level of analysis approach drawn from literatstudying social entrepreneurship:
the social entrepreneur, the social enterprisetlamdnterorganizational level. Likewise,
another study proposes four key factors commordjuded in social entrepreneurship
definitions: the characteristics of individual salaéntrepreneurs, their sphere of opera-
tion, the processes and resources used by sodrapegneurs, and the mission of the
social entrepreneur (Dacin et al. 2011, 1204).

Although differences of opinion still exist, themppears to be some agreement that
the main differentiating factor in social entreprarship resides in the mission at the
core of entrepreneurial activities (Dees 1998, acib et al. 2011, 1206; Chalmers &
Fraser 2012, 292) and applied to the organizaitogiides the overall strategy (We-
erawardena & Sullivan 2006, 22). In contrast wthils tview, researchers studying the
impact of entrepreneurship in society claim thabmpany can make a social contribu-
tion only by being profitable (Drucker 2001, 20dathat every entrepreneur is part of a
social phenomenon because market transactionentdéusociety by, for instance, cre-
ating jobs or increasing the quality of life of tarmers, therefore creating social value
(Auerswald 2009, 53). The difference between [mbéimces is that in the first the em-
phasis is placed in the social mission as the matétre of entrepreneurial activities,
contrary to suggestion of social impact as a resutide effect.



17

The brief overview of the approaches defining doeidrepreneurship shows the
overall direction towards establishing the bourekathat provide the field a potential
place in the entrepreneurship spectrum (for a leetditerature review on social entre-
preneurship definitions see Desa 2007 or WeerawardeSullivan 2006). In this re-
gard, due to the continuous references to the itlefirof social entrepreneurship devel-
oped by Dees (1998) (Barinaga 2012, 244), it has lmhosen to guide the research
purpose of this study. Even though the definiti®muilt upon the entrepreneur, it con-
siders him/her as the agent undertaking the dextbiehaviors:

Social entrepreneurs play the role of change agentise social sector, by:

* Adopting a mission to create and sustain socialeghot just private value),

* Recognizing and relentlessly pursuing new oppotiesito serve that mis-
sion,

* Engaging in a process of continuous innovation,dadton, and learning,

» Acting boldly without being limited by resourcesreatly in hand, and

« Exhibiting heightened accountability to the consiicies served and for the
outcomes createdDees 1998, 4)

Having defined what is understood as social engreguirship, the next section will
move forward to the discussion of the concept aiacenterprise. The reviewed ap-
proaches study the concept of social enterprige fitdferent dimensions similar to the
concept of social entrepreneurship presented s daction. The description of social
enterprise developed in the following section aitmsestablish the concept that will
guide the study, avoiding information overlap wikie concept of social entrepreneur-
ship and seeking to maintain the consistency. Teajdhe concept of social enterprise
is analyzed considering its characteristics asrgarozation, that is, as the tangible out-
come of the entrepreneur’s activity.
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2.2 The concept of social enterprise

The emergence of social enterprise has its rooteng other factors, in the diminishing

boundaries across sectors in society (Wei-Skilletrgl. 2007, 3). In order to obtain an

understanding of social enterprise first is neagskaexamine its place in the society.

In literature concerning the social enterpriserdgén, the sectors in society are usually
listed as: the public sector, the private sectat #e third sector, also called the non-
profit sector (Haugh 2007, 165). Researchers is ¢ghoup state that social enterprises
are located in the third sector which in turn dsees definitional challenges (Courtney
2013, 4; Martin & Thompson 2010, 6). Other reseesctiifferentiate the actors in wel-

fare generation, and they identify another sed¢tsr,community, which include house-

holds and families. The third sector accordinghis approach, is the intersection be-
tween the State, the community and the market secad claims the existence of hy-

brid organizations located in the overlapping areathe mentioned sectors (Pestoff,

1998 & 2005, 3). Definitions based in this apprqgdohate social enterprises not just in
the third sector, but also in areas correspondingjrigle sectors, assuming several ra-
tionale configurations as seen in Figure 2. An &oldal approach positions social en-

terprises in a sector between the market sectotrentate, called the social economy
(Chalmers & Fraser 2012, 290).

Redistribution A

Third sector
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Social enterprise
Not-for
profit |

,’/ For-profit
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/ For-profit
< AC ) 9 ,’ A N .
ommunity , . companies

)

Reciprocity L “s. Formal Market
, Informal "~

Figure 2 Social enterprise as a combination ofousriactors, logics of action and
resources (Nyssens & Defourny 2012, 17)
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So far it is evident that there is a lack of agreetin the social enterprise’s place in
societal structure, basically because social ergrequrs operate within and across the
sectors in society. Based on the assumption thagvesy activity in society is entrepre-
neurial, and defining social entrepreneurs as iddads that are run by a social idea or
pursue profit next to citizen needs in society,rBge(2013) developed a model in which
social entrepreneurs are mostly found in the pudohid third sector (or citizen sector as
the author names it), and notably less found irbteness or private sector. In Figure 3
the square, circle and triangle shapes insidedb®s represent the entrepreneurs, and
the shaded areas represent social entrepreneurs.
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Figure 3 Entrepreneurs in different sectors of@etp (Bjerke 2013, 62)

In addition, researchers aiming to define sociaemmise take a different approach
and portray the variety of social enterprises adgpadapted versions of the private
enterprise continuum suggested by Dees & Backm@®4(1 According to the underly-
ing notion in the continuum, a social enterprisany enterprise which generates blend-
ed value formed of economic and social values,isipdiaced between the extremes; at
one extreme of the continuum are the charitablomtary organizations while on the
other are the commercial enterprises. The diagrafigure 4 displays this view:

Traditional Non-profit with Non-profit Somally_ Corporate social Traditional

non-profit some earned enterprise responsible responsibility corporation
income P busines

Social value Socic-economic valu Economic value

Figure 4 Value creation continuum (Frederick e@D7, 148)
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Another stream of research tackles the social prserconcept from a goal-centered
perspective suggesting that instead of classifgimgal enterprises as for-profit or non-
for-profit enterprises, the core of the discussbould be instead on the type of wealth
they aim to generate, economic or social wealthir(iaviarti 2006, 39). Additionally,

a focus on the management processes are essardgblioaches proposing the way in
which profits are distributed as the factor thaimtely differentiates an entrepreneur
from a social entrepreneur (Martin & Thompson 2Q11%).

It was already mentioned that the developmentadramon social enterprise defini-
tion is challenging due to its action across sdveoatexts. In this regard, evidence
shows that the concept of social enterprise alsigyvacross nations, therefore provid-
ing divergent understandings of the phenomenonm&ation an example of this, Fin-
land, a country that has made important progre$srinalize social enterprises through
legal regulations, establishes a definition in ¢ of Social Enterprises, and in broad
terms states that a social enterprise is any ergitenterprise in which at least 30% of
its employees are disadvantaged in the labor mank&ing-term unemployed (Heckl,
Aaltinen, & Stenholm 2007). This interpretatiorifelis from the definition adopted in
Cyprus where social enterprises are defined byinéstry of Labour and Social Insur-
ance, as organizations aiming to achieve “thellulént of social needs of the public at
large or certain groups in particular and to deaictfically with voluntary social work
and operate programs in order satisfy these ndeféskl et al. 2007).

Probably, the approaches based on lists of chaistate built upon dimensional
frameworks, constitute the efforts generating tlwersignificant advances towards the
practical assessment of social enterprises, beamiseen in the previous definitional
discussions the hybrid nature of social enterpriz@sg complexity when aiming to
understand the actors and the objectives inteeeliait its operation. In this regard, a list
of characteristics representing the hybrid natdresazial enterprises may serve as a
roadmap which will enlighten its definition. This one of the reasons why the follow-
ing definition of social enterprise has been cho3ée EMES (L’'Emergence des enter-
prises sociales en Europe) approach of social giger which is aligned with the mul-
ti-level approach of social entrepreneurship byirgaga (2012) mentioned in the previ-
ous section, develops its approach on social emtegupon three criteria: the econom-
ic and entrepreneurial dimension, the social dinognand the participatory governance
of social enterprises (Nyssens & Defourny 2012 1%2-Additionally, the definition is
mostly aligned with Dees (1998) definition of sdaatrepreneurship chosen for this
study. Finally, it includes the aspects consideetelvant for this study, the mission and
the processes by which social enterprises are nednddpe following table shows both
definitions in order to demonstrate the correspande
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Table 1 Association between social entrepreneuahipsocial enterprise defini-
tions
EMES Approach to social Characterization of social
enterprises entrepreneurial behavior
(Nyssens & Defourny, 2012) (Dees, 1998)
A decision-making power not based on Adopting a mission to create and sustain
capital ownership social value (not just private value)

A limited profit distribution

Recognizing and relentlessly pursuing
A continuous activity producing goods | new opportunities to serve that missign
and/or selling services Engaging in a process of continugus
innovation, adaptation, and learning

Acting boldly without being limited by

A significant level of economic risk _
resources currently in hand

An explicit aim to benefit the communityExhibiting heightened accountability to

A participatory nature, which involves | the constituencies served and for the
various parties affected by the activity | outcomes created

An initiative launched by a group of citi-
zens or civil society organizations

A high degree of autonomy

A minimum amount of paid work

As seen in the selected definitions, there is #iquéar emphasis on the level of so-
cial accountability and the participatory naturettté social enterprise’s mode of opera-
tion. These aspects draw the attention to the aomsef the social enterprise and its
stakeholders. In this regard, the next section iwitbduce extant insights around these
elements and their interplay in the social entegpdontext.

2.3  The mission and stakeholders in the social enterme context

Since the motivation embedded in the social ent&pereation is often assessed in
terms of having either a vision or a mission, itegevant to clarify the difference be-
tween both terms for the purpose of this studyhis regard, the vision is understood as
the new world the entrepreneur wishes to creatde\itine mission is the articulation of
that vision (Wickham 2006, 113). Therefore an exi@ngf a vision would have the
form of “streets without beggars”, while the missiould be “provide beggars with a
sustainable source of income so they become sHi¢isat in economic terms”. It is
important to note that the venture as a tangibteame is not mentioned neither in the
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vision nor mission, and the common factor betwdwmt is the aspirational character,
this is, how the situation looks like after providithe solution and what constitutes that
solution in terms of the value delivered.

Accordingly, most definitions of social entreprershup and social enterprise place a
special emphasis on what these enterprises puasultgenerally include references to
social value (Dacin et al. 2011; Auerswald 2008kia change (Mair & Marti 2006),
social impact (Wei-Skillern et al. 2007), and sbaigssion (Barinaga 2012; Dees 1998;
Pache & Santos 2013), what seems to be the comspattaamong these definitions is
the mission as the discovery or creation followgdHhe exploitation of opportunities to
create social value (Doyle Corner & Ho 2010, 636).

At this point is relevant to address what entailsia value. There is a broad agree-
ment that this is what makes social enterprisesiafp as they evidently want to con-
tribute to the welfare or wellbeing of a given humaommunity (Peredo & McLean
2006, 59). Auerswald (2009) draws the attentionatols a different understanding of
other types of value and he states that privataeva explained not just in financial
terms, but other non-financial values exist: repoitel and ethical values for instance
which social entrepreneurs might claim. In additignis argued that social value is
based on the positive externalities generated bystitial impact that extends beyond
the enterprise’s activity. This view is aligned lwihe notion that the social mission is
not separated from creation of economic value,esihgs required for pursuing that
mission. (Dacin et al. 2011, 1206; Mair & Marti B)@8.) In this regard economic val-
ue is a means to create social value.

Another interesting finding in the same line ofeash shows that in order to gain
legitimacy, hybrid organizations couple logic-sfiecielements in their strategies
(Pache & Santos 2013, 996). The following quoteeulites the complexity present in
the dynamic between the contradictory logics: “Diggest problem with hybrid com-
panies is that they are inherently confused orgdioizs, buffeted by all sorts of contra-
dictory pressures. This means that their intermarations can be hard to understand
and their behavior may be hard to predict” (The rigenist, 2009). Contrary to this
thinking, some researchers argue that implyingsprdportionate difference between
both types of enterprises (social and commercialjstitutes a mistake, and that the
differences are not as deep as it is presumedrimstef modes of operation (Dees &
Elias 1998, 174).

The variety of stakeholders associated to socigrprises is relevant when assessing
the reconciliation of interests and the hybrid natof these organizations. For the pur-
pose of this study the term stakeholders will bedus its broadest sense to refer to
“those groups or individuals with whom the orgatima interacts or has interdepend-
encies” and “any individual or group who can affects affected by the actions, deci-
sions, policies, practices or goals of the orgaiupa (Carrol 1993, 8). Within the so-
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cial enterprise context two general groups aretified. On one hand, the external
stakeholders include the community, Government @igendonors or private investors.
On the other hand internal stakeholders includedig members, volunteers, support
staff in the delivery of the service, among oth@rynning 1995, 287; Martin &
Thompson 2010, 120-121). The broadly acceptedndhiat social enterprises are lo-
cated in the intersection of different sectorsanisty supports the assumption that they
face additional challenges in comparison with vesdwoperating in one particular sec-
tor, because they need to reconcile diverse viemwpdiCourtney 2013, 24; Martin &
Thompson 2010, 119). To better understand whaethiesvpoints entail, it is necessary
to draw the attention to the concept of stakehotmking. Nasi (1995, 19) explains
the concept in terms of “a way to see the compawlyits activities through stakeholder
concepts and propositions”. Stakeholder thinkinigased on stakeholder theory, and its
core idea is that there is a two-way interactiorexcthange of influence between the
firm and its stakeholders, as seen in Figure 5. Wthe interaction takes place, ele-
ments from both sides interact: from the stakehtdd®de, the stakes, the contributions
and expected rewards, and from the firm’s sidgatgls. Also, it describes management
as the responsible of the achievement of stakehbl@ance, namely, its function is to
interpret the stakeholders’ world in order to atjhe firm’s operation (because accord-
ing to stakeholder theory a firm can only exisotigh the interaction, transaction and
exchanges carried on with its stakeholders), antbtwluct operational activities in or-
der to preserve the balance between each stakehaidethe firm (because the more
dissatisfied the main stakeholders are the mottaioet is that the company’s activities
will cease). (Nasi 1995, 24.)

Stakeholders

- interests
- rights
- ownership

Goals
Contributions/Rewards - survival

- money - no universal,

- anod; operational goals

- information - practical goals are
- status stakeholders goals

- power
-ete

Figure 5 The functions of management in the stakigindheory of the firm (Nasi
1995, 26)
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The aforementioned role of management from theesi@lkler thinking stance is also
applicable for the social enterprise because thacypation of different stakeholders
might threaten to undermine the core mission ofdiganization (Dees & Elias 1998,
167), and as the social enterprise adopts a ma@iedss-focused type of administration
to procure resources for its sustainability or tuemergent firm’s growth for instance,
key groups of stakeholders may be alienated from dhcision-making processes
(Chalmers & Fraser 2012, 295). Therefore, it isdbeial entrepreneur’s responsibility
to achieve an alignment between the componentseotdcial entrepreneurship frame-
work: the opportunity, the capital, the context d@ne people (Wei-Skillern et al. 2007,
23). Nevertheless, it is also claimed that the imsgan provide a common point of
reference around which to draw internal stakehsldegether (Wickham 2006, 336).
Because the attention in this study is directethéorole of stakeholders in the shaping
of the mission, it is relevant to note what Wickhé006, 336) states about the role of
the mission for ventures, suggesting that the missiight be a common point of refer-
ence not only for internal stakeholders: “No stilymy knowledge) has examined the
role of the mission in attracting start-up fundisgmething | suggest as the critical role
for a mission in entrepreneurial ventures”.

The different logics operating in hybrid firms (#ong for profit to serve a social
need), place challenges in pursuing the sustaitabil such ventures. In order to bal-
ance the tension between both logics it is sugddbeg an organizational identity must
be constructed, and that the hiring process alorig thve socialization policies show
particular importance (Battilana & Dorado 2010, 3%30rganizational identity has
been described in simple words as the essence lud e are as an organization”. It
comprises the set of features that are centrdidmtganization’s ‘self-image’, make it
distinctive from other similar organizations, anck a&onsidered enduring attributes
(Whetten 2006, 220). Some of these features indhagevalues, practices, norms, ser-
vices, labels, etc. The concept of organizatiodahiity has an important place at this
point in the literature review, because the orgation’s mission is included among
these central features (Hannan 2005, 60). It ighwexamining the following example
taken from The Grameen Bank founded by Muhammadu¥uwhich illustrates a way
of communicating organizational identity in the ead a social enterprise. The organi-
zation is mostly known for its breakthrough bankimgthodology, base of what is
known today as microcredit. The sixteen decisioh&@meen Bank’s methodology
suggest certain behaviors for its clients accordinthe company’s core values: disci-
pline, unity, courage and hard work (Figure 6).c8ithe illustration shows what is be-
lieved to be a group of clients or members in ditude portraying consensus, it can be
presumed that a level of commitment to the mentoradues, constituents of Grameen
Bank’s identity is expected.
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Figure 6 First decision in Grameen Bank’s methogpl@&rameen Bank)

Organizational identity is viewed as a point oferehce for its members and for ex-
ternal actors as well, because it connects who @neyas an organization and how out-
siders perceive them. It is also claimed to bers#éfrential, a reflexive consideration of
the existential question “who am 1?” (Gioia, Patlaan, Hamilton & Corley 2013,
127). This appreciation must be considered whetuating the nature of social enter-
prises, basically due to the frequently promulgaitedge of the social entrepreneur as
an individual with strong ethical standards “whdtetally possessed’ by his or her vi-
sion for change” (Bornstein 1998). Moreover, thewius nature (morally good values)
of entrepreneurial behavior practiced by sociategreneurs is presented as the essence
of the social mission and a means for operatiomagi# (Mort, Weerawardena, & Car-
negie 2003, 76). In addition, during the processrganizational identity construction
some authors state that in its early stages tradrguidentity claims are provided by the
founders, in our case the social entrepreneuatmty the social enterprise. These incip-
ient claims constitute the new entity’s broadly stoned intentions about ideals and
goals, and establish a preliminary delimitationadfat the organizational identity will
be by accepting or discarding categorical featafeslentity (Gioia et al. 2013, 158),
for instance “we are a firm working for-profit, natcharity”.

The mission as a core feature of an organizatiatestity constitutes a reference
point to grasp a notion of the organization’s naturhe fact is that organizations face
changes during the ventures creation process, yndird to interactions with the exter-
nal context. Some authors favor the idea that orgéional identity is socially con-
structed among the members of the organizationatiilte same time recognize the role
of external context features in this process, aagthe role of institutional context (Gi-
oia et al. 2013, 127). However, it is claimed thay attempt to change the core features
of organizational identity is resisted, even wittosger constraints in the case of pub-
licly stated organizational goals, because thissés fundamental questions about the
nature of the organization” (Hannan & Freeman 1988h; Hannan 2005, 60). This
probably explains why according to some researdhersocial mission of social enter-
prises constitutes a static constraint of socialepmeneurship (Weerawardena & Sulli-
van 2006, 32) as a result of its advocates’ strommmitment to it. Additionally the
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presumed resistance to change in organizational features is in line with the princi-
ple that supports the “mission trajectory”, that ike explicit commitment to the

achievement of the mission which must be kept cweenpeting external forces (Phipps
& Burbach 2010, 147). Therefore under this anajytis entrepreneur’s task is to find
people able to commit with the mission at that lg&artin & Thompson 2010, 117,

Phills 2005, 15).

In contrast with the view of restricting the migsito changes inflicted by the envi-
ronment, a different perspective views innovati@merging from the situations in
which the organization adapts to external enviramimeven creating a new mission
different from the original version (Courtney 20132). Therefore, the social entrepre-
neurial venture is considered a vehicle for crepsiacial value, either directly or facili-
tating it with and by others (Wei-Skillern et aD@7, 25). Moreover, some researchers
note that social enterprises may experience a foms#ift” over time which causes the
loss of the distinctive mission due to changesiendnvironment (Courtney 2013, 172).
One example of such changes are financial pressuheésh may drive social enterpris-
es to inadvertently shift their efforts to procuwesources for delivering the social mis-
sion; as a result of this, social goals are ovetsWvad. This adaptation of the social
enterprise to its environment is in line with orgaational identity construction stances
supporting its collective and dynamic nature, whilelfine organizational identity as “a
dynamic set of processes by which an organizatisalgis continuously constructed
from the interchange between internal and extededhitions of the organization of-
fered by all organizational stakeholders who joirihie dance” (Hatch & Schultz, 2002,
1004). According to this view members of the orgation initiate and embrace change
as a form to eliminate any discrepancy with perocagtof “who we are” and “who we
want to be”, to pursuit legitimacy, to improve fir@al performance, among other rea-
sons (Gioia et al. 2013, 141-143).

2.4 The mission of the social enterprise

The objective of this chapter was to present thcepts related to social entrepreneur-
ship and the type of organizations rising from téscent field in entrepreneurship re-
search. In addition, in the closing part of theptkathe nature of the social enterprise
mission and the effect of the participation of staddders on its achievement were dis-
cussed. The suggested structure of the missioheotdcial enterprise was developed
based on the leading social entrepreneurship titeraemphasizing the mission as its
main differentiator. As seen in Figure 7 the sderlironmental and economic compo-
nents of the mission are perforce associated, Bedie founder undertakes the venture
creation in a structure that balances the desiraake a contribution to society (or the
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environment) with a personal need to capture anaod return from doing so (Seelos
& Mair 2005, 245). Additionally since the aim is &xtend the social/environmental
impact, the founder has to manage sustainabiliiyes through a uniform provision of
resources; therefore the social/environmental valgposition cannot operate inde-
pendent from its economic counterpart.

The
social/
environmental

value proposition

- The social need

and the
benefits from

solving it

Founder’s identity
- Manage equilibrium to
achieve venture’s objectives

The economic value
proposition
-Guarantee the

venture's
survival in time

Figure 7 The mission of the social enterprise

The identity of the founder, the person who owresittea, the inspiration or will to
solve certain need is the balancing aspect in issiom. The trade-offs made to achieve
the equilibrium between the pursuit of a solution & social/environmental need and
the procurement of resources (human and finanejaital) are based on the values, be-
liefs, knowledge, experience, among other aspeicthen founder’s identity. The so-
cial/environmental value proposition which is deysd based on the identified need
comprises the returns or benefits from solving tresd, and therefore contributes to the
raison d'etref the mission. Finally, the economic value proposideals with the mo-
bilization of resources to enable the social/envmental value proposition and to sus-
tain the enterprise in time. It also comprises Way the founder manages particular
aspects related to the sustainability of the chdsgsiness model. For instance risk
management is important in this regard becausedhtext in which social enterprises
operate are characterized by uncertainty (i.eeti®mno clear idea of how the market
behaves because generally it is being createdirttecial returns are difficult to fore-
cast, etc.) Moreover, the economic value propasitnzludes the way the founder en-
gages in proactive initiatives, in which he/shenalor in collaboration with other actors
take the solution of a need by their own handsadbf waiting for the Government to
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solve them, which has probably already failed tosdoFinally, the use of innovative-

ness by social entrepreneurs is widely emphasize@ @ore characteristic of so-

cial/environmental ventures, because they find wayarange resources in novel ways
to offer solutions where other people just see lerob.

This chapter has focused on the discussions of igtsticial entrepreneurship, what
is considered a social enterprise and the impogtahstakeholders’ contribution to the
creation and sustainability of these organizatidiss is the first part of the theoretical
exploration. Now the attention turns to the effation approach, the entrepreneurial
process of venture creation selected for this study



29

3 THE EFFECTUATION APPROACH

3.1 The effectual logic and the dynamic model of new nnket creation

Entrepreneurship study has progressively shiftech ffocusing invho are the entrepre-
neurs towhat entrepreneurs do. This is due to the fact thagresstte work has been
conducted to tackle aspects such as the personiity of entrepreneurs that make
them entrepreneurial or non-entrepreneurial indiald. However, assessment using
this perspective has not yield sufficient evidenmterder to explain why individuals
lacking those characteristics succeed in oppostuh#icovery and venture creation. The
effectual logic of entrepreneurship is one attemyhis direction, based in the idea that
since future cannot be predicted, efforts shouldb®odirected towards this endeavor,
and instead focus should be put in what the ergresur can control in the present time
to build that future (Sarasvathy 2012, 137). Thpontant aspect of this approach is that
it gives scholars the opportunity to move forwandunderstanding entrepreneurship,
apart from the individual characteristics and mgitemphasis in the iterative nature of
the venture creation process. According to the @gugr, the venture creation process
might not even be a conscious decision of the préreeur and may be born casually
due to a combination of present means at hand (idmat what | know, whom | know)
and in this sense, any individual is a potentidatepreneur since everyone has some
level of knowledge and a number of acquaintandesefore the analysis of personal
traits is not relevant at this point.

According to Sarasvathy (2012, 138) the effectogid (or effectuation) is based on
five principles which are briefly described next:

* The bird-in-hand-principle: Refers to the entrepuas assessment of the
means he/she has in terms of identity (who he/shecontacts (who he/she
knows) and knowledge (what he/she knows). Thissassent is not strategic
in nature, and is born from rather mundane reaseres) the entrepreneur’s
own reasons of why the idea is worth exploiting.

* The affordable loss principle: Refers to the catiohs of how much the en-
trepreneur is willing to loose according to how imue/she can afford. By
evaluating the potential loss of present resoutttés principle allows the en-
trepreneur to start executing his/her idea witHaading limitations and fo-
cus the attention in non-economic benefits.

* The crazy quilt principle: Refers to the participatof different stakeholders
in the creation of the unknown market. It is claghikat depending on which
stakeholders self-select into the venture buildimgcess, the venture will
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adopt its own shape, since the entrepreneur caesrélae venture or the new
market emerging from it through this partnership.

* The lemonade principle: It is based in the entnepu€'s capacity to turn neg-
ative contingencies or unexpected events into dppities in the venture
building process, considering that the way theegméneur responds to their
manifestation is controllable. Therefore, it isiclad that with strong stake-
holder relationships even failures can be transéarnmto achievements of
some value.

* The pilot in the plane principle: Refers to theadhat human action is in the
center of entrepreneurial activity, and in thiswithe entrepreneur is capable
of co-creating the future participating in compiexeractions with different
stakeholders. These interactions base the recwafign process of orders by
which the venture is evolving.

The principles described above are relevant to nstaled the venture creation pro-
cess with the entrepreneur as the main actor imthal part and more as a collaborator
in the subsequent ones as it will be shown wheneffectual process is presented.
Based on this logic, effectual entrepreneurs aaequ in a two-dimension diagram in
the quadrant of low prediction control and high spwadictive control, as shown in Fig-
ure 8. Effectual entrepreneurs co-create the verdumarket with present means they
can control, therefore not concentrating their éfan forecasting activities.

A
Predictive
control
) Plan Persist
High (causal) (visionary)
Adapt Co-create
Low (adaptive) (effectual)
Low High Non- predictive

control

Figure 8 Prediction and control dimensions (Sartgva012, 145)

Since the co-creation process entails visions, kedge, identities, interests, and dif-
ferent aspects concerning each individual partisigain the partnership, the effectual
entrepreneur adopts a proactive attitude over endefe one, as might be expected from
a visionary type of entrepreneur. This proactiviituate helps him/her to reshape the
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opportunity that it is being created and synthetizérough a reconfiguration process.
(Sarasvathy & Dew 2005, 542; Sarasvathy 2012, 1Akerefore, stakeholder’'s feed-
back is seen by the effectual entrepreneur as @esdor innovation and a better value
definition.

The entrepreneur addresses the decision of whaitelsblders to approach. Addi-
tionally, Sarasvathy explains stakeholders’ selé&®n as the process of consciously
and formally committing to the venture building, tims sense it is often referred as
“who comes on board” (Sarasvathy & Dew 2005, 5##palancing both the founders’
and the stakeholders’ roles, it is concluded thatextent to which stakeholders influ-
ence the shaping of the emerging venture or mat&pends on the level and type of
commitment perceived from the entrepreneur’s petspe It is important to note, that
the actual supply of resources by stakeholdersstakace after the commitment has
been manifested. An illustration of the dynamic elaaf new market creation is shown
in Figure 9.

Expandina cvcle of resourc

Actual courses of

/ actionpossible
Who | am What can Interactions Effectual
What | know —> | do* —>  withother —>{ stakeholder
Whom | know ’ people commitmen
Actual mean 4

New
goals
Converging cycle of constraints on
transformations of the new artif.

A 4
NEW
MARKET

Figure 9 A dynamic model of the effectual netwonkl ahe new market as an ef-
fectual artifact (Sarasvathy & Dew 2005, 543)

The model suggested by Sarasvathy & Dew (2005, E@esents the process by
which effectual entrepreneurs address the new rharkation. The starting point is the
entrepreneur’s own means in terms of identity, Keoge and acquaintances. The
group of means that the entrepreneur can contrwh@ initiates the idea creation rep-
resented in the box with the question “what can?’dSince the effectuator follows the
logic that a successful market creation can onhadl@eved by collaborating in a co-
creation process, it is necessary for him/her teract with other people in order to in-
crease the potential of the value being created.pHople participating in these interac-
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tions move from being external stakeholders toadtakeholders of the effectual net-
work. This happens when the establishment of a doment is done between them and
the entrepreneur. After the commitment is settledy participate in the creation of the
new market through actions, decisions, policieactices or goals. The effectual net-
work works with new means and new goals that tansthe original idea, in what it is
called the iterative cycles, until the idea is sfthpnough to enter the market or in the
case of new market creation, until the new conteptifficiently defined.

The effectuation approach has had resonance iapatreurship research, leading to
a deeper understanding of its application in d#ifércontexts. Such is the case of the
Doyle Corner & Ho (2010) focused on the processpygortunity development and the
identification of patterns in the creation of thsxeial enterprises. One of these patterns
was the method of opportunity identification thrbugffectuation processes, ration-
al/economic logic or a mix of both. As seen in FegdO0 the opportunity development
starts with a spark or an idea about “somethingt tan be done, and it is claimed to be
supported by the entrepreneur’s experiences, kmmslepreferences, etc. The oppor-
tunity creation phase is the attempt to impleméetitlea and simultaneously receive
feedback from the environment to revise the vakeaton. Is in the manifest oppor-
tunity phase in which the tangible enterprise app@ad operates, offering a concrete
product or service. The enterprise is deeply ddfinghe elaboration/refinement phase;
therefore constraints rise along with the idendificn of needed improvements (Doyle
Corner & Ho 2010, 645-647).

Spark ——> Opportunity Creation Manifest Opportunity ——> Elaboration/Refinement

Opportunity
Exploitation
Opportunity
Reldentlﬁcatlon

Figure 10 Opportunity development in which effation processes
dominate (Doyle Corner & Ho 2010, 643)

The interesting aspect about this view of the éffgiion approach is the stress put in
the description of the intangible and tangible ferthat the idea adopts along the pro-
cess. It gives the name of spark to the most basmm of an emerging opportunity,
while the manifestation of the opportunity calls gospecific “shape” that opportunity
takes. The same approach is used in York et aLO)20n which cases of social enter-
prises are used to define three components inrdaion of an organization involved in
social entrepreneurial activity. The transformatidrihe idea is divided into three con-
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structs: the identification of an inchoate demagengral need that exists even in the
absence of a product or service to satisfy it,ifistance the need to have water during
droughts). The second construct is the innovate® rsombination of inputs (for in-
stance the combination of cultural beliefs and flicient irrigation systems independ-
ent from government), and finally the dominant degisuch as self-sufficient resource
management networks).

Now that the entrepreneurial logic supporting tiieaimic model of new market cre-
ation has been explained, the next section wikleamore in depth the characteristics of
the stakeholders’ commitment emerging from theratgons between the entrepreneur
or founder and the incoming stakeholders.

3.2 The effectual stakeholder commitment

The concept of commitment has been researched @itkc in a range of different
fields, and since it is generally considered a mmitensional construct it is possible to
define it in diverse ways. However, because thedithis study is not concerned with
a profound exploration of the commitment constrticg following definition is sug-
gested for representative purposes: “the strenigtm@'s intention to pursue a goal, or
one’s actual adherence to its pursuit”. (Tasnimhyéa Mohd Nor, Said, & Nizam Zai-
nuddin 2013, 48). In an attempt to define the comemts of commitment to an organi-
zation Allen and Meyer (1990) suggest it compriziective attachment (strong identi-
fication with the organization leading to involvemi@nd emotion of being a member),
perceived costs (tendency to stay in an organzatiee to the costs of leaving it) and
obligation, also called normative commitment (bebeal adherence to what is believed
to be right or moral) (Allen & Meyer 1990, 2-3). idg a similar format Tang (2008,
113) suggests three bases of entrepreneurial conemitto venture creation: continu-
ance (desire to remain in the new business despjpeedictability), behavioral (will-
ingness to expend significant effort to the newiless) and affective (emotional at-
tachment to, identification with and involvementlie new venture).

The brief introduction on the psychological aspeictommitment in the organiza-
tional and entrepreneurial settings is used asewiard for the assessment of the con-
struct in terms of the effectual logic. It is cladhthat goals of stakeholders, which
might be in conflict with each other, will be buitito goals of the focal organization
(Rynning 1995, 287). According to the effectuatapproach the interactions between
the stakeholders and the entrepreneur might enaof®into what is considered the core
of the dynamic model of the effectual approach,dbemitment of stakeholders (Sar-
asvathy & Dew 2005, 550), which consists in gentgahs in the agreement to partici-
pate in the transformation of the idea, that iskeholders commit resources in ex-
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change for a chance to reshape the goals of tHecpréo influence what future will
ultimately result (Sarasvathy 2006, 6). Stakehadsmif-select into and commit to the
effectual network using reasoning strategies whighbased on either purely effectual
or causal logics, or combinations of both includaagisal attributes (for instance strate-
gic alliances) along with effectual principles (suas affordable loss principle) (Van
Mumford 2013, 36-37). Moreover, the reasons fokin commitments according to
Sarasvathy et al. (2005, 554) might be based atsstakeholders’ own convictions,
passions, fun, pre-existent preferences, amongothimwever this set of reasons are
left out of the analysis because there is “no neechake any precise assumptions on
individual preferences and goal clarity” if “onlitdse individual goals would be rele-
vant to the analysis that any given memberemabodyin particular transformations on
the extant artifact”, that is, the outcome of tleature creation process and because “on-
ly the actual commitments the stakeholders malgatticular transformations of X (the
artifact) drive the transformation of the new matK8arasvathy et al. 2005, 554).

As mentioned before, in this approach the oppoiyuhbes not restrict the network
building process, because is how the network iméar that eventually shape the oppor-
tunity contrary to the search and selection apgraacwhich the commitment to the
artifact or a vision of the new market exceedsabmmitment to the network. (Saras-
vathy & Dew 2005, 543, 552.)

The interactions not always end in commitments Sacdhsvathy (2005, 549) differ-
entiates this by stating that the interactions lkeetwthe outer environment (current non-
members of the effectual network) and the innerirenment (current members of the
effectual network) are influenced in the followingy:

* Interactions that become embodied in actual comantm
* Interactions that do not become embodied in acto@Mmitments
* Non-negotiable exogenous states of nature

The influence of the interactions that do not beeaembodied in actual commit-
ments or the interactions that come from exogerfiaci®rs might guide the following
courses of action according to the way the efféateawork members respond to the
actual state of the new market being created (Saitag & Dew 2005, 549).

Once the chain of effectual commitments is bu#wmmeans and new goals are in-
troduced to the process. Stakeholders not onlyigeoesources but also set immediate
agendas and generate new sub-goals for the ve{8arasvathy, Drew, Read & Wilt-
bank 2008, 339); as a result two cycles initigte:éxpanding cycle of resources and the
converging cycle of constraints of transformatiohshe new artifact. The effect of the
first cycle is the emergence of new paths for imprg the original idea due to an in-
creased pool of available resources. At the same, tthe new goals brought by addi-
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tional members in the network in the second cyestablishes boundaries to the venture
creation process which at some extent delimit tleré course of action (Sarasvathy &
Dew 2005, 543, 548).

3.3 Synthesis - The dimensions of the mission of thecsal enterprise
and its transformation through stakeholders’ commiment

The previous sections presented the theoreticdgnacnd to develop the synthesis for
this study portrayed in Figure 11. The synthesiarsarizes the concepts discussed in
the literature review, and constitutes the prelamntheoretical framework that will
guide further empirical investigation.

Founder’s Identity

Elements:

*  Values and convictions
*  Knowledge

*  Experiences

Emerging artifact or

creation of new market

Economic Value Proposition

Elements:

¢ Opportunity assessment (the
demand for a solution)

* Business model
(innovativeness, proactivity,
risk management, revenue
streams, key resources, etc.)

*  Organizational structure

* Partnerships and
collaborations

Mutually constitutive
relationship

Effectual commitments to the

Social/Environmental Value
Proposition

Elements:

*  Opportunity assessment (the
need)

« Vision (effect of the
solution)

* Feedback from interactions
with the context

transformation of the artifact / new
market creation

Figure 11 The mission of the social enterprisethedransformation process

through stakeholders’ commitment

The constituents of the mission of the social gmisee described in section 2.4 are
represented as three blocks that purposely surrthendrtifact or new market in order
to indicate that each constituent is present dutiregtransformation of the idea. Each
constituent includes a description of formativemedats or sub-units. On top is the
founder’s identity which has a balancing and caasing function, represented by the
dotted arrows, over the other components. Espgdalling the early stages of the ven-
ture creation, the founder’s identity componentyplan important role since it does not
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only determines which need is worth solving (sqcalvironmental, commercial, or
hybrid combinations of all) but also because isag a constraint for the development
of the opportunity for a solution through the sdeiavironmental and economic value
proposition. As it was explained before, the relaghip between both value proposi-
tions is unavoidable and mutually constitutive tisathe achievement of the economic
value proposition provides the financial and humapital to achieve and improve the
social/environmental value proposition. The latiethe same time enables the pursue
of the former, because without an opportunity tbvee social/environmental value the
venture will not deliver any commercial value calesing the fact that the venture itself
will probably not even come to exist in the firsaqge. The suggested framework imply
that the interactions leading to negotiations amaatprs from within or outside the
effectual network boundaries take place at thisllavamely, in the social enterprise the
multiple transformations occur when trade-offs discussed and commitments are
done in relation with these two mission constitsettie social/environmental and eco-
nomic value propositions.

Partially in contrast with Sarasvathy and Dew’s02Qidea of isolating individual
preferences or goal clarity from the venture coeaprocess because the effectual net-
work’s goals are always particular transformatiofighe artifact (Sarasvathy & Dew
2005, 554), the theoretical framework of this stutdyoduces the concept of purpose of
the social enterprise which has its roots in thenéter’s identity. Social enterprises are
considered mission-driven organizations and as thelpurpose seems to be a key el-
ement in the venture creation process. Accordinthéoeffectual logic transformations
of the artifact are possible due to the commitnmnself-selected stakeholders. The
suggested framework for social enterprises implieg in addition to this principle,
other constructs might exert an important influetica prevail the willingness of po-
tential stakeholders to participate in the transfation of the artifact, and that these
constructs are fundamental for the establishmeptigfose, reasons for creating “some-
thing”, etc. Moreover, because this “somethingstil vague and shapeless in the early
stages of the venture, Sarasvathy and Dew (20@), $ate that “the effectual network,
especially in the initial stages, does not haveglalal criteria with which evaluate the
worthiness or otherwise of any particular prospecthember”, but the framework sug-
gests that the purpose might constitute a glohtdra to assess the inclusion of mem-
bers in the effectual network even in early stagfethe development, therefore it is a
preliminary constraint to the transformation of @ifact that takes place in a lower
level (value propositions). The lack of global eria for selecting stakeholders men-
tioned by Sarasvathy and Dew (2005, 555) is onthefkey features of the effectual
logic. Under this approach, constraints are ramdg after the actual commitments are
established. These constraints in terms of meahg@als are directly linked to particu-
lar transformations of the artifact. However, itsisggested in the framework of this
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study that even before that step, a number of caingd such as purpose and reasons are
already operating during the interactions with pedpne stage before the actual com-
mitments occur). Even though these constraints ihmighbe directly related to particu-
lar transformations of the artifact, they consatuelevant criteria used by the social
entrepreneur to indicate whether a potential stalkielh can become or not part of the
effectual network. The aforementioned statemenhitigld similarities with the search
and select process of stakeholders under the cappabach mentioned by Sarasvathy
and Dew (2005, 552), however it is not entirelyhsbecause as it was already speci-
fied, these constraints or global criteria are lmaded on any particular vision of a final
version of the artifact or the market to be created

Chapters 2 and 3 provided the theoretical framesvarkich are the basis of the em-
pirical part of this study. The following sectionlidescribe how this study was de-
signed and the methodological approaches selestabhducting the empirical part.
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4 RESEARCH DESIGN

The research design is the plan of the researghgby@and its main purpose is to define
a clear roadmap that includes which methods andepores are used to conduct the
study (Myers 2013, 19). However, in qualitativeeagh it is claimed that it is an itera-

tive process in nature since it consists in mowagk and forth between the different
components in the design (Maxwell 1996, 4; Fisl&® 4). Therefore, an appropriate
research design is characterized by its consistefttythe research purposes, the avail-
able resources (time, money) and the researchedwlkdge and skills for conducting

the study in the best possible way (Birkstedt 2a1®; Marshall & Rossman 1999, 9).

In this regard, the research design is drawn fio@mbain purpose of this study which is
to understand how stakeholders influence the setitdrprise creation process under
the effectual approach. The research questiongmiexs in section 1.2 guide the devel-
opment of the research design suggested for iy stnd portrayed in Figure 12.

Interpretation . Eval_u_ate c_orr_espondence between theoretical frameand
of the material empirical findings
and « Discuss limitations of the study
conclusions « Draw conclusions and suggest future research tymities

« Case selection and review of secondary sources

Data Collection » Conduct interviews and develop transcripts

and AnalyS|S « Sort and classify empirical data
« Redefine research questions
; « Make sense of the findings in the literature
Dev]?rg)rpr)] éheoorrketmal review
w « Develop theoretical understanding of the
phenomenon

« Familiarize with the topic

« Choose the literature to include in the
Literature Review study

« Evaluate extant theories and frameworks

« Draft the stages in the project
development
Research Plan « Establish possible research
methodologies that suits research
questions

« Explore different research
; ; ; interests
Topic selectlogeaf_r;]qt_roensearch guestions « Choose the field of interest
it and define research
boundaries

Figure 12 Research design
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4.1 Research approach

The selection of the research approach has a dekxtion with the research questions
and purposes (Maxwell 1996, 17; Eriksson & Kovaair2008, 27), and it implies as-
sumptions on how the researcher views the worlckviifluences the way research is
conducted (Saunders & Lewis 2012, 104). These gssoms are drawn mainly from
two stances: the nature of knowledge or ideas athmuexistence of and relationship
between people, society and the world in generato{ogy) and the way knowledge is
produced, what are its sources and limits (epistegyd (Eriksson & Kovalainen 2008,
13-14). In this sense, the phenomenon is studad &n interpretive perspective, there-
fore the aim is to seek knowledge of the procebgashich people in groups and socie-
ties make sense of their world, emphasizing pliyralelativism and complexity (Fisher
2010, 23). In this view, reality is not defined Imgividual acts, but by complex and
organized patterns of ongoing actions (Eriksson @v#dainen 2008, 20). Moreover, it
gives importance to the context in which meaningg eterpretations are developed,
because it defines the situations that constihggophenomenon of interest (Myers 2013,
39). The interpretive perspective suits the aimghis study because it is concerned
with the assessment of the phenomenon’s complexitwo ways: first, how people’s
sense of their world influences and is influencgdthers through meanings and inter-
pretations forming structures (for example whatstibutes the mission of a social en-
terprise), and second, how meaning is developexlighr human interaction from a pro-
cessual perspective (for example how the missianfiisenced by the action of stake-
holders in the social enterprise context) (FisBéd,0, 58-60).

Based on the aforementioned philosophical assumgti@ qualitative approach has
been chosen for this study. Qualitative approachitsafocus in text instead of numbers
as it is in quantitative approach. It was developethe social science in order to study
social and cultural phenomena. (Myers 2013, 8) U$® of qualitative approach in re-
search is appropriate when aiming to study a pdaticsubject in depth or when a topic
is new or there is not much published researcthantopic (Myers 2013, 9). Moreover,
qualitative approach best suits research purpaseséd in understanding certain con-
texts (Eriksson & Kovalainen 2008, 5) and the iefloe that context has on the actions
of the participants in addition to the process Hyiclw events and actions take place
(Maxwell 1996, 19). The following table summarizke general characteristics of qual-
itative research, regarding the type of researchtla researcher:
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Table 2 Characteristics of qualitative researclos@fnan & Rallis 1998, 9)

Qualitative research

* Takes place in the natural world
* Uses multiple methods that are interactive anchmnistic
* |s emergent rather than tightly prefigured
* |s fundamentally interpretive

The qualitative researcher
* Views social phenomenon holistically
* Systematically reflects on who she is in the imgu
* |s sensitive to her personal biography and hoshépes the study
* Uses complex reasoning that is multifaceted aeiiive

In addition, it is claimed that research questiongualitative studies often start with
how or what (Wilson 2014, 16) and concerning theegmeneurial studies context, the
“how” questions in particular are related with désiag and explaining the unfolding
of events in the creation of ventures (Van de Ve&gleman 2004, 355). Moreover,
one claimed strength of qualitative research isetin@hasis put in getting the processes
that led to certain outcomes (Maxwell 1996, 19-F)r this reason, the process ap-
proach is considered an accurate theoretical apprimaaddress the phenomenon from
the research stance selected for this study becdasgpports the development and test
of entrepreneurship dynamics (Van de Ven & Engle2@®4, 355). This dynamism is
present in the creation of the venture, main faaushis study, taking the social enter-
prise mission as the starting point, and how th#igyeation of different actors might
influence this process. As Pentland (1999, 717)esdexplanation requires a story and
stories can be understood as process theories'thibught that the use of thick descrip-
tions is consistent with the process approach attdtive purpose of this study since it
explains the process as a narrative of how thiegeldp and change, in the case of this
study the venture, and how this change emerges dreaguence of events that lead to a
particular outcome (Van de Ven & Engleman 2004,)3¥breover, because events are
defined under this approach as what main partitgoemthe narrative do or what hap-
pens to them, the focus is primarily in human agenachange and development (Van
de Ven & Engleman 2004, 356), in this study thigramslated in corresponding actions
undertaken by the founders or stakeholders duntegactions. Finally it is important to
indicate that, as stated before, the process agprioaconcerned with the sequence of
events, but also with the meaning each actor angg@f actors give to them, how they
make sense of them based on their idiosyncrasgtb@n their understanding influence
their behavior. In addition, the process appro&térs to the physical and social context
in which the events and actions take place anditigue circumstances in which these
occur, in other words, the process of structur{idgaxwell 1996, 59; Pettigrew 1990,
269.)
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4.2 Research strategy

4.2.1 The case study approach

The case study approach has been chosen for tkig. ££ase study as a research strate-
gy allows the investigation to retain the holisticd meaningful characteristics of real
life events, such as organizational processes {989, 14). This is one of the reasons
why the strategy is popular in business reseainbe st has the ability to present com-
plex and hard-to-grasp business issues in an ableesavid, personal and down-to-
earth format (Eriksson & Kovalainen 2008, 116-18aunders & Lewis 2012, 117).
The case study approach is an empirical inquiry itingestigates a contemporary phe-
nomenon within its real-life context, when the bdanes between the phenomenon and
the context is not clear and in which multiple s@gr of evidence are used (Yin 1989,
23) to confront theory with the empirical world (e, Piekkari, & Paavilainen-
Mantymaki 2011, 743) through an iterative resegmictess (Easton 2010, 119). The
theory-building process in case study research infighre several iterative phases in
which the emerging theory is refined to developusohs for practical problems (Kers-
sens-van Drongelen 2001, 507), therefore during pimocess, the research questions
might change in the light of what the case revepkxially when making the transition
from an explorative to an explanatory research @hAs a consequence, the goal is to
connect the complexity of ordinary practices inunalt contexts with the interests of the
academic disciplines (Stake 2005, 448). Since sasdies enable rich contextual de-
scription, the strategy is well suited when thepage is to understand how the social
context imbues human experiences and actions wihning (Dyer & Wilkins 1991,
616; Stake 2005, 444, 450; Welch et al. 2011, 74if).(1989, 16-20) describes three
main conditions to assess the selection of thisareh strategy: first the type of re-
search questions. In the current study two typeguettions are posed, the first one is a
“what” type of question portraying its exploratamgture, and the second one a “how”
type of question with an emphasis in explanatonysaiFor both types of questions Yin
(1989) claims that case study is a viable resestreltegy. Second, the extent of control
over behavioral events and the degree of focusootemporary events are also condi-
tions for selecting case study research strategthd current study the relevant behav-
iors (the actions of the founders and stakeholdersng the creation of the venture)
cannot be controlled or influenced directly by tiesearcher, since it is based on past
events either told by the actors involved or takem secondary sources provided by
the informants or selected by the researcher acwptd her own criteria; this issues
will be explained in detail later in this chapter.
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The nature of the case-study design is relevanhwleeiding the way to perform the
research, and aspects such as research desigplindsyg background, and purpose of
the study should be considered (Eriksson & Kovaaig008, 117). Doing case studies
does not require examination of diverse issuesamdexts, but that is the way that
most qualitative researchers do them (Stake 200%). However, for this study an in-
tensive or single-case study approach has beectesgtlgiven the constraints in terms of
time and resources, the aim of the study whiclo ishtain a better understanding of an
emerging phenomenon in the academic arena whichtriegd to see new theoretical
relationships and question old ones (Dyer & Wilkir891, 614, 617), and finally be-
cause the interest of the study is on the cask @sen instrument to explore a particu-
lar business phenomenon, and under these circucestatheory serves as a template
with which empirical data is contrasted (Yin 1988).

According to Yin (1989, 47-50), single case studaes justifiable where the case
represents a critical test of well-formulated tlyearamely the set of propositions in the
theory is clearly stated as the circumstance irclvithey are true. Single case studies
are also possible when the case is a rare or uragemt or revelatory by nature. The
latter condition has particular significance foistetudy since the accessibility to com-
prehensive description is considered revelatorglfit¢Birkstedt 2012, 116). Even
though these are the main reasons for selectisgctise-study design there are addi-
tional situations in which single-case studiesjas#ified, such as when the case is used
as an exploratory device (Yin 1989, 49). In thissge case studies are of value in refin-
ing theory, suggesting complexities for furtherestigation as well as helping to estab-
lish the limits of generalizability (Stake 2005,036In fact, the latter is one of the larg-
est criticisms of case studies. Since generaliitghih its commonly known nature
which Yin (1989, 38) calls “statistical generalidalp’ of case study findings is low, its
theory-building potential is regarded as inferiorcomparison with hypothesis-testing
research (Welch et al 2011, 742). However, casdiegucan generate the theoretical
propositions upon which large-scale quantitativ&ing is based (Welch et al 2011,
746). Moreover, damage occurs when the commitneegeneralize or to theorize ex-
ceeds the researcher’s intention and capabilityniderstand important features of the
case itself (Stake 2005, 448). Consequently, tise-study design chosen for this re-
search is pertinent because the aim is not to pe#nowledge that could be general-
ized but to present empirical data that resongperentially with the reader, leading to
theorizing and seeking understanding (Eriksson &&ainen 2008, 122). Even though
the investigation has preliminary research questidhe rich and contextualized de-
scription of the case is expected to illuminatautgjueness based on the empirical data
gathered during the data collection and analysigest, along with the corresponding
theoretical background, therefore, theory genemaéind confirmation are inseparable
(Eriksson & Kovalainen 2008, 120, 127).
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422 Casesdection

When the researcher faces the case selectiontsiadiest issue to evaluate is the deci-
sion on the different interests in the phenomeramoml selects a case which offers the
opportunity to learn, based on its characteristicd how they match the research pur-
pose, but also considering the level of accessibii terms of sources of information
and the time available for the learning procesak&®2005, 451). The cases or as it is
the situation for this study the single case, nbesselected either to serve as a source of
replication of previous cases or to extend emergfggry (Eisenhardt 1989, 537). A
single case study must be able to stand on its ®ma key opportunity it has to offer is
to understand a phenomenon in depth and comprefegngEaston 2010, 119). Moreo-
ver, the choice is made even considering openfessuse “perhaps too little can be
learned from inhospitable parents” (Stake 2005) 452

In addition to the methodological and practicalsmees why this case was selected,
there are also fundamental conceptual motives.fif$teone is concerned with the type
of company chosen, namely, at what extent the @argiion meets the definition of so-
cial enterprise suggested for the developmentiefdiudy. This feature was of particu-
lar interest due to the extant conceptual diffeesnin what is understood as a social
enterprise, which was already portrayed in previcogpters. Initially, the focal geo-
graphic context was intended to be Finland, hower a brief review of what the
Finnish regulation recognizes as a social enterpgee Heckl, Aaltinen, & Stenholm
2007), the researcher noticed important differeneés the working definition used in
this study, therefore abandoned this possibilishsequently, the second preferred op-
tion was Latin America, mainly because of the red®a’s proximity with this region
in terms of cultural knowledge and language, aspiett were expected to facilitate the
research process (Dyer & Wilkins 1991, 616).

Moreover, in order to choose a suitable socialrpnite within the region, the search
was conducted among the companies certified byBth@b organization. B-Lab is a
tax-exempt non-profit organization founded in theitedd States in 2006 by three entre-
preneurs with previous experience in the privatgase The objective of B-Lab is to
“serve a global movement of entrepreneurs usingptveer of business to solve social
and environmental problems” (B-Lab) through thm@g&atives, from which the certified
B Corporations initiative was considered for thisdy. The initiative consists in a certi-
fication program for private businesses in whicbkyttare assessed through rigorous
standards of social and environmental performaaceyuntability and transparency. At
the moment there are approximately 1000 certifiechganies from 30 countries (B-
Lab). The preliminary assessment of the compamelsides questions regarding gov-
ernance, workers, community and environment, wkiatultaneously covers the issues
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contained in the definition of social enterprisetfus study. The selected case company
obtained the certification in the beginning of y2ad 2.

An additional conceptual consideration for the ceslection was the entrepreneurial
approach adopted in the venture’s creation. Sineddcus of this study is framed under
the effectual entrepreneurial approach the objeatias to find a company in which its
founders follow the logic used in this model at soextent. However, it is worth noting
that the cases using mixed logics are not rare tfl@sdlepends, among other factors, to
the venture creation stage under evaluation (DGgmer & Ho 2010, 645; Sarasvathy
2001, 245). The case company has been operatinfivéolyears and has presence in
four countries; therefore the case is considereatheer young company which is transi-
tioning from the incipient stages of venture creatprocess. Also the selected case
shows evidence of effectual logic adoption in thdyestages of the venture creation as
it will be described later, therefore the researdumsidered it as an acceptable case for
this study.

Finally, it is thought that the case company offefswvorable opportunity to gain an
extended understanding of the dynamics in this tyjpeompanies because it operates
under a model of triple drivers: environmental,igband economic. There is ho com-
mon terminology for this group of companies, bt &mtrepreneurs undertaking its cre-
ation are also considered as social entrepreneves, though a number of researchers
attribute them particular names such as “sociapereeurs” (Clifford & Dixon 2006,
215).

4.3 Data collection

The particular data collection technique will degperpon earlier choices of the research
method, research topic and the availability of dagers 2013, 119). For this study
interviews were the selected method to collect ecglidata. Qualitative interviews
may resemble everyday conversations, in which #yeidtea is to get the interviewee to
recall events and provide information freely, usimg or her own words (Eriksson &
Kovalainen 2008, 78; Myers 2013, 119, 122). Therwiew questions must be treated
aswhatthe researcher asks people to obtain materialntitiabelp him or her to answer
the research questions (Eriksson & Kovalainen 208, However, the researcher
should be cautious in order not to use the datect@n method as a mean to logically
or mechanically transform research questions interview questions (Maxwell 1996,
74).

Three main sources of information were used in tesearch to gain knowledge
about the company and the context in which it desranterviews with the founders,
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the corporate material and publications by thirdips. Table 3 shows the type of data,

the description of the source and its objectivithandata collection.

Table 3

Sources of research data

Source of data

Type of data

Description

Objective

Interviews

Four interviews with th
founders of the compan
(two unstructured and tw
semi-structured
views). Approximate dura
tion of each interview ]
hour. Transcripts totalin
41 pages.

inter

oing dates:
Gonzalo
12.03.2014
28.04.2014
Manuel
05.05.2014
12.05.2014

Mufoz

Diaz:

elnterviews were cont
yducted on the follow;

Gather informatior
about the founders

istics and their role
in the venture creq
tion process.

Corporate mate
rial

Company’s memoir
Power point presentd
tions

Webpages
E-mail responses

The material was pro
1-vided either by the
Commercial Manage
or the founders of th
company. It comprise
information
about the
events in the develoy
ment of the compan
and its business mode

official
critica

-Gather information
2 about key actors i
rthe creation of the
ecompany and ma
sthe venture creatio
process. Moreove
to understand th

propositior
the origina

-value
yand

ture’s creation.

personal character

laims of the ven:

U)

-

A} %4

=

(%)

Publications by
third parties

Video interviews to thq
founders

Newspaper and mag
zine reports

> Some  sources  wel
by th
aCommercial Manage
of the company whilg
others were selected |
the researcher.

suggested

eVerify and contras
ethe information
rfrom primary
2 sources and obtai
pyadditional  insights

that serve the pur

from the founders

[

D

pose of this study.

Primary sources are those data which are unpubliahd which the researcher has
gathered directly from the people or organizatibtydrs 2013, 119). Qualitative re-
searchers believe they can get closer to the agierspective through detailed inter-
viewing and observation (Wilson 2014, 16), anchatsame time, they need to manage
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the complexity in the process of obtaining an ustrding of the actor’s reality, as a
result, the process involves cycles of expandingpiexity and simplification (Petti-
grew 1990, 282). For this reason, this researciptedawo types of interview designs:
unstructured and semi-structured interviews. Urstined interviews are generally con-
ducted to explore certain topic broadly from thetipgoants’ point of view (Eriksson &
Kovalainen 2008, 82; Yin 1989, 89), and the fornsatmore like conversations than
formal events with predetermined response categ@klarshall & Rossman 1999, 108;
Fisher 2010, 175). In this sense, characterisficgoative interviews were considered
also since the aim was to encourage the partiggantell their story without any struc-
tured interview agenda (Eriksson & Kovalainen 20086). On the other hand, when
using an unstructured interview design the researphepares outlined topics, themes
or issues of interest but develops a questionritaakis flexible enough to conduct the
interview in a conversational and informal manned & allow changes such as the
order of the questions in each interview (Eriks&afovalainen 2008, 82).

Secondary sources refer to existing empirical datataining relevant information
for the study but which is not necessarily produftedthe same purposes. When sec-
ondary data are used is required to consider tiggnal purpose for which they were
produced to be able to evaluate their value (Eoiks® Kovalainen 2008, 126). For this
study several types of secondary data were uset,asiwebpages, corporate presenta-
tions, newspaper articles, organization’s memod arultimedia material like reports
and interviews. Some of the secondary material pvagided by the selected company
and was checked before conducting the interviews. 8valuation and countercheck of
the information gathered from each source is thesbaf what is called triangulation.
Triangulation has been generally considered a psooé using multiple perceptions to
clarify meaning, verifying the repeatability of aservation or interpretation (Stake
2005, 454). This process is thought to help thearsher to corroborate any insight by
the respondents and to search for contrary evidasaarefully as possible (Yin 1989,
89).

The aim in the interviewee selection was to coltbetperspectives of highly knowl-
edgeable actors in the focal phenomenon. The gmiegtocess followed the principle
supportingpurposeful samplingin which particular settings, persons, or evemes se-
lected deliberately in order to provide importamformation that can’t be gotten from
other choices (Maxwell 1996, 70). Since the maiardion of this study is on the mis-
sion and its development during the venture cragtimcess, the founders were consid-
ered the most accurate group of actors to fulil tesearch objectives. The founders in
this context are the actors who initiate the cadstibn of the entrepreneurial idea, and
the ones who are acquainted with the essence ahigson that supports the develop-
ing venture. Moreover, the study aims to assessdieeof the stakeholders in shaping
the mission, therefore it is suggested that thedeus reasonably provide insights about
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the dynamism in the interactions between them hedlifferent groups of stakeholders,
and more importantly at what extent the missionhiize a result of these interactions.

The first contact with the company was throughrtk@icebook page, and the follow-
ing conversations were held through mail with tlemtnercial Manager and the found-
ers. The company has originally three founderanfwhich two were included in this
study (Manuel Diaz and Gonzalo Mufioz), the third @loaquin Arnolds) unfortunately
passed away in year 2010. In the first meeting Wighfounders, the research purpose in
general terms was explained and the dates fomtkeviews were settled. In addition a
confidentiality consent form was sent in which thierviewees selected the conditions
for their participation (Saunders & Lewis 2012, 1.58mong other issues, all of them
accepted to have the interviews recorded and tbgbutihe name of the company in this
study.

The interviews were conducted in Spanish and battigipants were asked the same
questions. English translations made by the reBeato report the results of the study
might suggest the presence of misinterpretatiooweler since both the researcher and
the interviewees are Spanish native speakers avel dajood level of English profi-
ciency, it was agreed with the interviewees thaytwill be able to review the prelimi-
nary version of the study before submitting theliiigs. Moreover, they were offered
to see the questions in advance, however only bileemn requested it just for the first
interview. Interviews often take place face to faloet they can also take place over
telephone, or on-line using computer-mediated teldgies (Eriksson & Kovalainen
2008, 78, 104). The interviews were conducted uSikgpe, since the interviewees live
in Chile. The interview environments were the aficof the interviewees and the pri-
vate residence of the interviewer. In one casedrttezview had to be rearranged due to
technical problems which hindered the communicatitwwever overall, the environ-
ments were quiet and the interviews were rarelgrinpted due to either technical is-
sues or phone calls that the participant decideginore.

Two interviews were conducted to each founder litgafour interviews; each of
them lasted between 40 and 60 minutes. The lerfgimeanterviews varied due to the
different answering styles of the participants. Hwstance, one founder gave more
structured and concise answers while the othemdetk the answers to illustrate his
viewpoints with examples. Also each participantvedo different levels of expertise
and interests concerning the corporate environntbatefore the emphasis and length
of the answers varied according to the topic tatkiethe question.

The first interview had an unstructured format @wmd questions were used as a
guideline, however as a result of the discussia@htha preliminary review of secondary
data, additional questions were raised concerriagdpics of interest. The objective of
this phase was to gather general information abmuparticipants and their own view
of the venture’s creation process. For the secotahiiews a semi-structured approach
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was selected. Three general themes were usedde the conversationhe concept of
the mission, entrepreneurial approach, and the flestakeholdersThe themes were
established based on the theoretical interestigfstiudy in addition to the information
gathered during the unstructured interviews. Thieatlve was to capture the partici-
pants’ perceptions about the mission developmethtaasess its relevance during inter-
actions with their stakeholders. To see the ineanguides used see Appendix 1.

All the interviews were transcribed and contrastéith the secondary material in the
data analysis phase, which is described in theviatlg section.

4.4 Data analysis

Once the general research strategy and data ¢ofleoethod are defined, the research-
er should decide how the collected data will be agaal, classified and analyzed and
illustrate this process in the most explicit andamized way possible. Data analysis
consists of examining, categorizing, tabulating eiogl data (Yin 1989, 105), or in
other words “it is a process of resolving data imsoconstituent components, to reveal
its characteristic elements and structure” (Dey3131). Even though most of the re-
search design literature separates the data d¢olembd data analysis phases as individ-
ual ones, it is claimed that both phases regulavisrlap and they inform each other
during the overall research process (Maxwell 1998, Eriksson & Kovalainen 2008,
127).

Miles & Huberman (1994) describe the data analgsisess through three flows of
activities: data reduction, data display and caosioln drawing/verification. Data reduc-
tion refers to the process of selecting and siryiplif the data collected in written form,
such is the case of interview transcripts. In réuyche material the researcher have
begun to analyze, interpret, and make meaning (@aidman 2006, 118). It is claimed
that researchers who transcribe their own audés fiome to know their interviews bet-
ter, and even though it is possible to choose memstribe only certain sections, it is not
desirable because it imposes the researcher’s foimeference on the interview data
one step too early in the segregation process if&eid2006, 115). Listening to the in-
terview audio files before the transcription iscats opportunity for analysis, as is the
actual process of transcribing interviews (Maxwi€lB6, 78). Because the total amount
of interview hours in this study was not signifidlgnextensive, the researcher tran-
scribed all interviews word by word; this processded a transcript of 41 pages.

The second flow of activities according to MilesHaberman (1994) is data display.
It consists in the assembly of organized infornratioto an accessible and compact
form in order to facilitate the analysis and cosadms drawing. Finally, the third stream
of analysis according to Miles & Huberman (1994¢as1clusions drawing and verifica-
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tion. This set of activities refers to the elabmnatof final conclusions drawn from the
theoretical and empirical data collected throughbet research process. Miles & Hu-
berman (1994) claim that conclusions are presetit lwiver levels of formality even
before the data analysis phase starts, and trebtuurs due to the researcher’'s own
interpretation of what things mean. In fact, isiated that there is the implicit risk when
working with themes in that the researcher mayddhe evidence into pre-established
categories, and limit the possibility for new categs to emerge from the participant’s
experience therefore for instance some categongsseemed promising early in the
process will die out, new ones may appear, and shateseemed separate and distinct
may merge (Seidman 2006, 126). Although inevitably researcher’s consciousness
will play a major role in the interpretation of @amview data, that consciousness must
interact with the words of the participant record@edfully and as accurately as possible
(Seidman 2006, 114, 117).

The role of the general strategy is to help theassher to choose among different
techniques and to complete the analytic phase eoteékearch successfully (Yin 1989,
106). Thematic analysis was chosen as the datgsasahethod for this study. Themes
are identified by "bringing together componentdragments of ideas or experiences,
which often are meaningless when viewed alone". Hwge ideas fit together is sub-
ject to the researcher’s analysis prior to the taogon of a comprehensive picture of
the informants’ collective experience. (Leining&85, 60.) In addition, thematic net-
works were developed to facilitate the organizatod interpretation of interview data.
Thematic networks aim to facilitate the structuriengd depiction of themes emerging
from qualitative data. The technique includes tbe of web-based diagrams to break up
text and portray themes in three different levélssirating the relationship between
them. (Attride-Stirling 2001, 386-388.) The thrdasses of themes are shown in Figure
13.
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Figure 13 Structure of a thematic network (Attrisierding 2001, 388)

A basic theme is a simple premise characteristih®fdata and constitutes the low-
est-order theme. An organizing theme is a middtéeorthem that organizes basic
themes into clusters of similar issues, while d&gldheme is a macro theme that com-
prises organizing themes to construct a final clabout a given issue. Thematic net-
works are built following a bottom-up logic: firgtentifying basic themes, then group-
ing them in similar theme clusters and finally telg them to a global theme to illus-
trate a single argument. As mentioned before, tagrdms representing the networks
are used as mere tools aimed to ease the exploainb interpretation of the main find-
ings for the researcher and reader. Data analggisléy initiates when the networks are
described in order to identify underlying pattethat will later be interpreted in the
light of original research questions and theorétassumptions. (Attride-Stirling 2001,
388-390, 393-394.)

The discussions during the data collection phagse weided using three themes de-
scribed in section 4.3, which were based on thpgse of this study. Even though these
themes were expected to constitute the global teeohghe thematic networks, the
analysis of interview data yielded three additicth@mes, that although they are related
to the original ones, they are still conceptualljedent. The new themes found atkee
founder’s identity, the value proposition, and ttemture creation proces3he latter is
similar to the original thementrepreneurial approacghwhile theconcept of the mission
andthe role of stakeholdemserged in every global theme emerging from tha datl-
ysis. The thematic networks developed for this ptu@ presented in Appendix 2.
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Data analysis was carried in a similar way as pged in Attride-Stirling (2001).
After a detailed scrutiny of the transcripts, detas structured first in terms of codes
and later according to the emerging basic themekind sense of higher level catego-
ries emerging from the analysis included avoidingaeptual overlapping and reducing
potential redundancy in order to improve conclusidnawing. References to the tran-
scripts were used during this process in ordeetond important quotes to be included
as supporting aids for the discussion. The finamework comprises the insights ob-
tained during the analysis of empirical findingsnasl as the theoretical background of
this study. The methods described so far are this li@r the following section, which is
concerned with the trustworthiness of this study.

4.5 Evaluation of the study

Research quality is associated with the evaluaifats trustworthiness. The adoption of
explicit evaluation criteria is considered a wayiriorease the transparency of the re-
search. The selected criteria in addition needetacdmpatible with the nature of the
study, the inquiry and the methods included. Consetly, the evaluation of the study
is not meant to be carried out until the researdegss is concluded, but it is a continu-
ous assessment of the integrity between all thepooents of the research in question.
(Eriksson & Kovalainen 2008, 290.)

There are particular criteria for evaluating diéfet research types. Under the inter-
pretivist/constructivist approach, knowledge isialbg constructed, and in this sense,
the case study researcher assists readers in tis&ruction of knowledge. Researchers
in the interpretive tradition embrace context, aaves and personal engagement on the
part of the researcher (Welch et al. 2011, 8). Assallt, it must be expected that the
researcher’s construction of realities will inebitabe reconstructions, interpretations,
and because the selection of what is necessanfanderstanding of the case will be
decided by the researcher. (Stake 2005, 454, 488,@ho & Trent 2006, 323.) How-
ever, case study researchers argue that a goodsttaseshould provide complete in-
formation about the case’s context and all releeardence to support the investigation,
including evidence that might contradict the reslkars original claims, in order to
leave enough space so the reader can reach indspendgment regarding the re-
search analysis and conclusions. (Eriksson & Konala2008, 133.) It is believed that
the study at hand meets those conditions. Fullrgegsms of the venture creation pro-
cess as well as the stakeholders involved wereigedvin order to guide the under-
standing of the context dynamics in which the fag@hpany was created. In addition,
the logic used to reach conclusions was explainatetail so the reader is able to trace
them to other components of the study. Howeveis thought that in actual research
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practice, authors not necessarily adhere to a stemsiphilosophical position, methodo-
logical approach or even research design (Welel. @011, 5). For this reason, careful
attention was given to transparency during therding of the research process. Dis-
crimination of what information to include was ass=l in terms of its relevance to
achieve the objectives of the study rather thanadsordance with the researcher’s
claims. Changes to the suggested framework, engergitegories during data analysis
and the limitations of the investigation were egitlly described in the data analysis and
theoretical discussion sections of this study.

The classic criteria for the evaluation of reseadreliability, validity and general-
izability. It is claimed that damage occurs whea tommitment to generalize shadows
the researcher’s attention to the case’s impofeaitires (Stake 2005, 448), therefore in
response to the purpose of this study, the focissoma‘particularization” as the under-
standing of the uniqueness of the case in itsagt{iVelch et al. 2011, 8). Additional-
ly, reliability deals with the evaluation of thetemt to which a measure, procedure or
instrument yields the same result on repeatedinwehile validity refers to the extent to
which conclusions drawn in research representdbal fphenomenon and that they are
supported by evidence, in other words, that thdiffigs are true. The three concepts
provide a framework for the assessment of reseanstworthiness which stems from
guantitative research approach. (Eriksson & Kowaai 2008, 291-292.) Some re-
searchers argue that qualitative research hasnits pvocedures for attaining validity
that are simply different from those of quantitatapproaches (Maxwell 1992, 280) and
that alternative notions of validity should be ddesed to achieve social justice, deeper
understandings, broader visions and other legigna@ins of qualitative research (Cho
& Trent 2006, 324).

Therefore the trustworthiness of the current stisdgvaluated using the framework
suggested in Lincoln & Guba (1985) to assess @iaiét research consisting of the fol-
lowing criteria: dependability, transferability,ecfibility, and conformability. The first
criterion is dependability which is concerned witiiorming the reader about the re-
search process so it is traceable and well-docwedeftiriksson & Kovalainen 2008,
294). It also refers to the presentation of chag@onditions in the phenomenon under
study and refining of the research design, whidfliffierent from the logic behind relia-
bility in which an unchanged universe is assumeadrf¥all & Rossman 1999, 194).
During the theoretical discussion of this studyGhsghanges were portrayed in a way
that the reader is able to compare theoreticalnagsBons with empirical findings. In
addition the methods used were justified in theeaesh design chapter. In order to
avoid threats to valid description of the intervidata, all interviews were fully record-
ed and transcribed which reduces the risk of inayuor incompleteness of data
(Maxwell 1996, 89). The second criterion is transiidity which is related to the re-
search similarity with other previous researchhegitpartially or fully. The main con-
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cern is whether some sort of similarity could berfd in other research contexts (Eriks-
son & Kovalainen 2008, 294) so the findings will bgeful to others in similar situa-
tions, with similar research questions. Transféitgis associated with generalizability.
Since it is claimed that the evaluation of qual&tresearch based on this criterion is
difficult concerning its applicability in other silgs, the researcher can refer to the
original theoretical framework to show how datal@ction and analysis will be guided
by concepts and models (Marshall & Rossman 1999). 18 the current study careful
consideration was given to the description of cptuwa boundaries and efforts were
made to seek consistency with the chosen modelseahdiques for data collection and
data analysis processes. Moreover, claims in thidyswere contrasted with field-
related studies from other researchers suggesiifegesht approaches or criticism. The
third construct is credibility which is concernedtiwthe accuracy in the identification
and description of the subject of the study. Theréhe claim that “accuracy is con-
strued, and researchers do not want to be inaegucatught without confirmation.”
(Stake 2005, 453)n order to do this, the qualitative researcheusthadequately state
the parameters of the settings, thereby placingddaties around the study. (Marshall &
Rossman 1999, 192-193.) In this sense, the paresneted for the selection of the case
in this study are based on the research interestshee conceptual delineations con-
cerned with social enterprises and the effectuttbpreneurial process. The established
parameters are fully described in the introductma case selection sections of this
study. Finally the last criterion is conformabiliyhich refers to the linking of findings
and interpretations to the data in ways that caeasdy understood by others (Eriksson
& Kovalainen 2008, 294). Some researchers clairh \thidity of qualitative research
should be separated from descriptions, interpoaiati theories, generalizations and
evaluative judgments (Stake 2005, 453) while otleenbrace the role of voluntaristic
and subjective interpretations of events becausegxXample, there are reasons why
some events within the narrative are more criticah others according to the entrepre-
neur subject of the study (Cope & Watts 1995, 1ER)dently, it is important to note
that interpretation is subject to the threat of @sipg one’s own framework or meaning
rather than understanding the perspective of tloplpestudied and the meanings they
attach to their own words and actions (Maxwell 1928. This is the reason why a pre-
vious revision of this study before the submisgbthe final version was advised to the
respondents by the researcher. In addition, thectibgg of the participants’ revision is
to reduce the threat of misinterpretations du®$s bf meaning during translations.
Finally, triangulation was also used to minimize tlkelihood of misinterpretations
due to biases or chance associations. However, sesearchers argue that triangula-
tion per se does not automatically increases \gli@ilaxwell 1996, 94), but that “tri-
angulation, then, if used with due caution, canaggk the credibility of a research ac-
count by providing an additional way of generatewidence in support of key claims”
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(Seale 1999, 61). Thus, triangulation in this stuweys mainly used for verifying the
repeatability of the respondents approaches exguledisring the data collection phase.
Other sources of information such as third partgriiews and articles about the com-
pany were used to evaluate primary data.
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5 RESULTS OF THE STUDY

5.1 A company committed to sustainability: A triple bottom line ap-
proach

“A system based on the notion of infinite growtler@ing in a finite context is a ma-
jor tragedy that we ought to help solvéNMufioz, video interview 19.08.2012)

Sustainable development is defined by the UnitetloNa as "development that meets
the needs of the present without compromising Hiktyaof future generations to meet
their own needs"” (UN, 1987). In this context, eomimental issues such as climate
change, renewable energy, water degradation amitvegsoare not new to the sustaina-
ble development agenda. The international commuantgareness about these issues
leaded to the creation of the United Nations Emument Program (UNEP) in 1972
which acts as “the voice for the environment witthie United Nations” and its mission
is precisely to encourage partnership in caringlierenvironment and to be the authori-
ty that sets the global environmental agenda (UNE@ut UNEP). Based on the prin-
ciple that social and environmental systems antdlpnos are inseparable because they
form a single complex system (UNESCO 2013, 4) UNEP developed a working def-
inition of the green economy which describes amenoy “that results in improved
human well-being and social equity, while signifidg reducing environmental risks
and ecological scarcities” (UNEP, About Green Ecoyadnitiative (GEI)). In order to
“green” the waste sector, responsible consumptatdnité, recycling culture and waste
segregation and transformation are viewed as oppitigs to deal with existing chal-
lenges in the sector. Each opportunity can be dlaceordingly in the waste manage-
ment hierarchy showed in Figure 14. The hierardbgtrates the different strategies to
manage all sources of waste being the waste avwedamd reduction the most preferred
one. Therefore, when waste cannot be avoided ttandebest option is the recovery of
materials along with the remanufacturing and rengclwaste into usable products
(UNEP 2011, 292).
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Figure 14 The waste management hierarchy (URER, 294)

It is claimed that in part due to the opportunitiggen by the growth of the market
waste, increasing resource scarcity and the avwi#jabf new technology, recycling is
likely to grow as an important component in thealepment of a greener waste sector,
and at the same time will provide decent employneentsidering that most of the col-
lection and redistribution of recyclables is donimally by people working in condi-
tions that threatens their safety and health (UMEPL, 292).

Despite the attention given to these topics rengctates show dramatic differences
among regions and even among countries within glesiegion. That is the case of Eu-
rope in which only five countries recycle more ti#% of the waste (Municipal Solid
Waste, which refers to the disposal of everydanstén urban areas) and the European
Union average recycling rate is 39% (European Bmirent Agency, Recycling rates
in Europe), a very different scenario from the seen in Latin America. Even though
there are no precise figures or evidence of crossicy studies in this region, estimates
indicate that every Latin American country recygliate is below 17-15% (El Dinamo
2013).

An evident problem is the disproportion betweenaheunt of waste produced and
the waste management measures established in Aatérican countries. That is the
case of Chile, the country with the highest wastepction rate in Latin America with
a total of 16,9 million tons a year and a recycliate of 10%. Some reasons given are
the lack of awareness about the environmental tsflsfcconsumption habits aggravated
by population growth, in addition to the increagenalustrial waste and low rates for
recyclables (AFP 2013). On the other side, the legycling rate is in part due to fail-
ures related to efficiency and integration of theole waste management system. There
are not enough places to dispose segregated nhaterihif they exist, people are not
well informed about them or the few available lomwas are far from urban areas which
difficult access (Yafiez 2013). In addition, thetiatives and new developments in this
subject are not integrated or aligned, neithererms of design nor in terms of objec-
tives. The complexity raised by these issues, tedatle question of whether the materi-



57

als are correctly segregated, collected and predessa way that the cycle is efficient
and effective. A critical piece in this cycle isetinole of the waste pickers. As it was
mentioned, the waste sector is confronted with g and urgent challenges in this
matter since the working conditions in which thisup operates are in some cases far
from being a safe, healthy and dignified environtnen

In face of this reality, the selected company ks study, Triciclos, decided as many
social enterprises do, to develop opportunitiesnfiaroblems. Triciclos is a Chilean
social enterprise founded in 2009 by three entregares with an extensive professional
experience in the private sector, having servethasagers for different big local and
international companies from the region. Tricictgserates from the private sector, is
established as a for-profit company and to datecsnomically self-sustained. The
company is headquartered in Chile and employs E2plp, in addition to representa-
tives in Colombia, Argentina and Brazil. Triciclogirnover for year 2013 was 1298
million Chilean pesos (approximately 1.7 millionres) (Rivera, e-mail response
16.06.2014). The board of the company consistxo$tzareholders who have not re-
ceived dividends to date according to the compabytector (Diaz, e-mail response
11.06.2014).

Triciclos operation is based on what it is calledsustainability the triple bottom
line, a performance measurement tool for the cateomorld that incorporates not only
traditional measures such as profit and sharehaoldiere but also social and environ-
mental dimensions (Slaper & Hall 2011). With thsstheir framework, the company is
defined as a change management agent hidden belwadte management agent, in the
sense that the main focus is to promote, faciliéae coordinate actions towards cultur-
al change related to waste management. As seeigumeFl5, Triciclos is concerned
with the entire recycling cycle, from what peoplensumes, where people dispose
waste, how people segregate disposed materialh@ndthese materials are handled
before its transportation to processing factories.
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Their objective in this sense is to be a catalyfesustainable consumption through
the use of tools such as recycling and environnheotasultancies aimed to assist com-
panies in sustainable packaging design, in addibgpermanent collaboration with the
Chilean Government for the development of publitigees around entrepreneurship
and sustainability issues. The business emphasis\ar is on recycling, and particu-
larly through the installation of their Puntos Limg (recycling points), an in-house
developed system of 12 waste containers which allewecovery and transformation
of approximately 90% of the average domestic wals is in conjunction with per-
manent on-site training, aims to address domestistavmanagement, empower com-
munities to be active participants in the recycloygle and contribute with the im-
provement of work conditions for waste pickers unlthg them as permanent workers
of the company.

Since Triciclos inception, the model has been slige changes in design, as a way
to respond to new demands of the different integestps. For instance, the original
recycling center was designed to manage approxiymai@ tons of waste a month
(Muiioz, discussion 12.03.2014). According to reqamblished figures, the top recy-
cling center in the capital city manages more tthanble of that capacity and receives a
monthly average total visits of 5600 (Brierley 2D1%he total amount of waste collect-
ed in June 2014 by more than 60 recycling centeesady operating in Chile, was
203,48 tons., and the estimated amount for year 28dches the challenging amount of
15000 tons, due in part to a recent deal signeld thi Brazilian investment firm MOV
Investimentos who acquired Triciclos operations g@ar (Tirado 2014).

The company’s current situation briefly describedthis section portrays a rapid
growing company. The successful adoption of thesiycling model is translated in sev-
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eral special recognitions and prizes awarded toz&onMufioz, one of the original
founders, by organizations from both the third aadllic sectors (Triciclos, Reconoci-
mientos), different mentions in well-known broadaagdia such as CNN (CNN 2013),
and in what the founders consider the most relewvathtators: the economic, environ-
mental and social impact measures. Evidently, temaio was very different in the
early stages of the development of what was attiim&t just an idea. The next section is
concerned with the description of the venture doegprocess that leaded the founders
to work on the materialization of an initial ideavhat constitutes Triciclos today.

5.2 The development of an innovative solution

The core idea behind Triciclos started as a comaspiration from three friends: Gon-
zalo Mufoz, Joaquin Arnolds and Manuel Diaz, whmedo know each other due to
the premature departure after a fatal accident fwiuah friend they had in common.
This dramatic incident heightened the questionimay thad about their roles in the firms
they were working for and how those roles fit inavthey considered relevant and tran-
scendental. The initial conversations were basethemeed to dedicate their effort and
capabilities to activities that deliver meaningheir lives and to the people surrounding
them in an integral way. In addition, the thredhefm had previous entrepreneurial ex-
perience and were working in large corporationgmportant executive positions. On
one side, Gonzalo Muiioz became CEO for the finsetin his professional life before
he turned 30 years old and had occupied the sasiggmoin several firms in the food
industry, maritime transportation and agroindustryChile and Argentina. He has al-
ways been interested in sustainability, especiaflyironmental issues. Manuel Diaz
was once Gonzalo’s boss in one of the firms in Wwhie occupied the CEO position,
and as Gonzalo, he initiated his professional caase&n executive at a young age. His
first contact with recycling and social enterprisesk place in USA during a sabbatical
year he decided to take after his resignation faoiinm in the food industry in which he
worked for 15 years. Joaquin Arnolds’ entrepreraspirit leaded him to create his
first venture immediately after he graduated frastlege. Later, he became partner and
CEO of a leader company in the creation of steath hibmass. Due to the success of
this company he obtained great achievements and economic position.

Despite the differences between the fields in whidh three entrepreneurs had ac-
cumulated relative professional success, the conpoant in their conversations made
reference to the conflicts and obstacles they emeoed in their respective firms. The
confrontations occur especially when they triethtooduce changes that aimed to bene-
fit the staff or questioned the way these busiressre managed, and after a number of
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attempts and rejections from the boards in thesesfthey decided to resign and start
something new based on what they believed it wWasaat.

The natural entrepreneurial path was linked tortb@iresponding fields of expertise
as well as the people within their professional pecsonal networks (Mufioz, discus-
sion 12.03.2014; Diaz, discussion 05.05.2014). Dubeir experience in the food and
energy industries, the fields they first consideveatrking in were renewable energy
sources, sustainable nutrition and organic foodlpets, sustainable agriculture, among
others. The common interests leaded to a seripsobdtypes and business model de-
signs which were tested mainly among their acqaangs and families. This series of
creative exercises had only one clear goal: tater@@ompany that will promote cultur-
al change towards sustainability and that will seag a profitable business with a social
and environmental motivation (Triciclos memoir, 2D1The company, as a tangible
system, was not set and designed at the beginhingis more a result of a process of
discovery and immersion into the focal context. ieMbough Gonzalo Muifoz and
Joaquin Arnolds had some knowledge in environmeotats, the projects they tested
at the beginning were also related to social isssigsh as housing conditions for the
poor, the recovery of traditional games, etc. A& same time Manuel Diaz, who was in
USA, coincidentally got to know about recycling his landlord, because it was re-
quired for residents of the building he was livingand after learning more about it by
himself he recognized the level of impact it canagate on the environment. The ap-
parent lack of connection between these projects quastioned later when during the
prototyping they realized that recycling offerecudtable approach to develop some-
thing that will merge their social and environméntancerns (Mufioz, discussion
12.03.2014). The reasoning used by the entrepreriedocus on recycling has the fol-
lowing general points:

* The recycling system in Chile is inefficient

* This is due mainly because recycling is generatigaustood as a limited seg-
regation of waste

* And trying to solve the waste problem in such agffinient way by using
means coming from a bigger problem like povertyyegates a vicious circle

* Therefore, recycling in Chile offers an interestswgnario in which the gen-
eration of a single solution has the potentialdives both problems.

The decision towards the development of a sociadrprise is born from the social
and environmental awareness and convictions ofetfieepreneurs. It is important to
note in addition the interviewees’ awareness abisktand the need for economic sur-
vival of the company as a means to deliver a smiuti
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“We have clear values and principles, what we wanto, let's see how we make
this a business, because that is another thing,ttha will not be lose and lose mon-
ey.” (Diaz, discussion 05.05.2014)

Social enterprises see opportunities where otlesproblems, but it is precisely this
approach that puts them in complex situationshénfocal case, a solution like the one
they designed did not existed in Chile, people riit feel they needed a solution and
there is still a general perception that solutiohshis type should be provided by the
Government or foundations (Mufioz, discussion 12@B4), therefore it was difficult
to identify or measure the potential market foloaig-environmental solution. In addi-
tion they were facing a global economic crisis ¢idios memoir, 2014) which chal-
lenged even more the idea of creating a businessdban a market externality like pol-
lution.

“The generation of value propositions and initias/that are different from what is
conventional entails therefore a risky activityMufioz, discussion 28.04.2014)

It is important to note that even though there w@sscience about risk, when asked
about this issue during the early development stagee of the interviewees viewed
risk as something positive and a means for pr@itegation and growth (Diaz, discus-
sion 12.05.2014), while the other participant agged risk with technical and econom-
ic viability (Mufioz, discussion 28.04.2014). Comgsently, the entrepreneurs initiated
what they call a diagnosis process which lastedaqmpately 6-7 months (Mufioz, dis-
cussion 12.03.2014; Diaz, discussion 05.05.201K¢ frocess resembled market re-
search with the difference that the fundamental @fitihe diagnosis was to improve the
model so it would result in an efficient solutidrat tackled all the deficiencies of exist-
ing systems that allegedly solved the waste managemssues (Mufioz, discussion
12.03.2014). Thus, it consisted in a mechanismisgfoery more than a mechanism to
forecast any economic return. During this proclssentrepreneurs expanded their net-
work and met different key actors in the recyclindustry. The diagnosis stage is the
one that yielded the most important knowledge dasesubsequent modifications of
their design (Mufioz, discussion 12.03.2014). Initaalg this stage was relevant to de-
cide what features not to include in the modelelasn the notion that if there were
already companies solving certain problem effidiettiere was no reason they should
focus on the same (Diaz, discussion 05.05.2014).

The acquired knowledge allowed the conceptualinatiba new combination of re-
sources to deliver an innovative solution to a fwbwhich according to the partici-
pants’ viewpoint had not been correctly defined amhaged by the actors already in
charge. Both founders associated innovation widativity and novel paths, but also
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with a social judgment that ultimately defines Imesis success (Mufioz, discussion
28.04.2014; Diaz, discussion 12.05.2014), thusvation constitutes a core feature of
the value proposition. Triciclos value propositid@als with innovation in two senses:
firstly because it is a social enterprise which \@asew concept in Chile and secondly
because the solution they developed did not exitis context.

One of the participants further stated that inniovais not a systematic process (Di-
az, discussion 12.05.2014), while the other padici recognized a stage-based venture
creation process while describing Triciclos develept. His approach consists of three
stages: project, entrepreneurship and company (Ejufiscussion 28.04.2014).

“When organizations are born, they are born as pot$, then they go through an
entrepreneurship stage and later the entreprenaprinds to consolidate in the logic
of a company.(Mufioz, discussion 28.04.2014)

The aforementioned quote is important because gystthe entrepreneurial logic
used in the development of the idea and introddicesdistinction between different
levels of formalization which is similar to the eftual process. According to Mufioz
(discussion 28.04.2014), the project stage invothesinception of a vague aspiration,
is in this stage in which the spark that initiattes will to develop something with mean-
ing, with a purpose, takes place. The entreprehgustage is associated with a higher
level of concretization; therefore it includes tevelopment of a business model, hiring
staff, acquiring a legal figure, etc. It is alse@sated with change because the organi-
zation obtains information from the ecosystem whihused to improve the model.
Moreover, while the venture in the entrepreneursigge tends to have small scale im-
pact, the venture in the company stage is chaiaetkby its growth capacity and high-
er levels of professionalization in terms of roesrand processes. Figure 16 shows the
analogies found between to the logic followed dytine creation of Triciclos and the
effectual process of new market creation.
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Project Entrepreneurship Company
Who | am What can | do?
What | know Interactions with other peoplg New market
Whom I know Effectual stakeholder
commitment
A vague aspiration Something that is developin]; The model is growing

Figure 16 Triciclos entrepreneurial process anceffectual process of new market
creation

One of the participants stated that Triciclos @@ject that belongs to every person
who is related to it, and further claimed that $i@ot fond of the founder’s image as the
only person leading the company and making deasf{biaz, 05.05.2014). In a similar
way, the other participant mentioned that in ordemeasure the impact of the compa-
ny’s activities they inevitably need feedback frimir stakeholders (Mufioz, discussion
28.04.2014). As the purpose of this study is cextén the interactions with the stake-
holders, a detailed description of the findingsa@ned with this matter is presented in
the next section.

5.3 The importance of stakeholders’ participation

“The fantasy of entrepreneurship is that you do tekiar you want when you are an
entrepreneur, when you create a business, butalityes not that... Entrepreneurship
is when you build the reality that you and the peaporking with you are willing to
build.” (Diaz, video interview 19.08.2012)

Businesses of any type inevitably respond to neédsciety which in turn allows busi-
nesses to deliver products and services througisdciions. Businesses that are consti-
tuted as social enterprises need to overcome ténle to find a suitable fit between
investors’ value and society/environmental needsaddition, social enterprises ought
to reconcile their stakeholders’ interpretationd #me ethics and vision of an enterprise
(Martin & Thompson 2010, 118) in terms of the valumnd aspirations of the aimed
future. The participation of stakeholders in theedlepment of the venture creates op-
portunities for mobilizing resources and extendihg social/environmental impact
through the value proposition.
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However, the establishment of these cooperationhamesms between the stake-
holders and the founders certainly require thestment of additional resources until a
partnership is materialized. Triciclos’ founderspesienced this situation themselves
during a contract negotiation with a large airloanpany for an environmental project.
The negotiator from the airline’s side requiredesal’ meetings after which no com-
mitment was reached, until the representatives ffoiticlos’ side decided not to con-
tinue with the process because they realized theea their own time and know-how
capabilities; as a result they developed a constytaervice after this incident, service
that eventually became a part of Triciclos portfolintii now (Mufioz, discussion
12.03.2014). In addition, founders seek to bel@secas possible to their stakeholder’s
action context, because knowledge obtained thraligbe interactions is directly asso-
ciated to the creation of potential synergies asd & the contribution that different
stakeholders groups can make to improve the valygogition.

The attention is now drawn to the description &f thfferent stakeholders groups in
order to complement the understanding of the iotemas between these groups and the
founders. The first group consists of shareholdersich at same time constitute
Triciclos board. This group of six persons (whicitludes both respondents in this
study) has similar functions of a board in a puynmercial firm since it is consid-
ered the governing figure of the company. Sharehsldre not only associated with
decision making power, but they constitute alsolibdy that ensures there is a fit be-
tween the way the company is managed and the st$eoé the stakeholders so the firm
will remain true to its purpose.

“[The function of shareholders] is basically to merve the mission and ensure that
Triciclos actions are carried out in a balanced man That Triciclos maintains the
principles that gave rise to its creation, the nossand the values upon which it is
based and all that through economic sustainabilifufioz, discussion 28.04.2014)

“Shareholders must show and provide the staff erisf what are their values and
where they want to go, and with them shape thiammation. Therefore they should be
serving more than being served by the staff inyeisf the mission.{Diaz, discussion
12.05.2014)

Since both participants are shareholders, an ewviokarlap was found when asked
about their own function in the development of thenpany, as it seen in the following
quote.

“...who is at the head of the company must ensuregaple in the organization is
aligned with the mission, therefore maximize thégomance of activities and actions
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related to the mission, and on the other side rhasable to identify when is necessary
to modify the mission itself(Mufioz, discussion 28.04.2014)

The conceptual overlapping yields common pointsuaibite function of shareholders
in the development and achievement of the misdima:persons in the board must be
able to transmit the values and principles thatstiiite the purpose of the company,
promote collective actions and possess sound knuigel@about the company’s action
context and business skills. Regardless the emgplgasn to the convictions about the
purpose based on values and principles, even wiitisngroup the balance between the
economic and socio-environmental aims of the compaas challenged due to the dif-
ferent accents given by the members of the boarsstees during discussions. An ex-
ample of this was portrayed by one participant whemmentioned an incident that oc-
curred during the early stages in the creationrafidios when they explained the logic
behind the business to new members of the board.

“The board laughed at first because there is onarsholder who is standard-
business likeminded and said: ‘No! Competition mhesteliminated and destroyed’...
are you crazy? If competitors are doing a bettdr jban us the waste issues are going
to be solved and we achieve our objective(Diaz, discussion 05.05.2014)

An additional group of stakeholders consists oérils and users. It is necessary to
make a distinction between both categories; wihigefirst group includes the contract-
ing actors (retailers, foundations, real estateication centers, etc.), the second one
includes the actors who adopts the system (comreanitontractors, students, etc.).
This group in particular is considered by both ipgrants as the most important be-
cause it is both, fundamental for the economicasnability as well as the main benefi-
ciary of the social impact that the company aimgeperate.

During the diagnosis process, in order to gain Kedge on how the solutions were
conceived and managed, the founders contacted inegiams like schools and retailers
that claimed to be environmental aware and hademphted certain waste manage-
ment solution. The findings showed that failuresttudse solutions were rooted in a
mismatch between the system’s design and the dllpgepose of the system. The
knowledge that resulted from this evaluation wag tkethe subsequent prototypes they
developed. In addition, users are important becthesg might initiate the interactions
between Triciclos and potential clients (Mufioz cdssion 12.03.2014). Users and cli-
ents are also relevant actors for the social, enuirental, and economic impact meas-
urement. Because users are considered direct beemefs of the service, the number of
visits to the recycling centers in addition to #mount of waste collected represents the
level of success achieved by the company, in teinsscial (cultural change) and envi-
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ronmental (recycled material) impact (Mufioz, distois 28.04.2014). The latter is even
translated to environmental equivalencies (numbeirees saved from deforestation,
how much oil was not extracted, how much water m@sconsumed, etc.) and this in-
formation is in addition published in the recyclipgints to reinforce the behavior to-
wards sustainable consumption. On the other hdmhtg are the actors who finance
the operation of the recycling centers, and evengdh profit is an economic measure, it
is also related to the purpose of the company Isecprofit can be traced to the level at
which the emerging market accepts the socio-enmesrial value proposition. In fact,
this is considered as the rationale that justifiresestablishment of Triciclos as a com-
pany working for profit (Diaz, discussion 12.05.21

Moreover, the feedback from internal stakeholdexshsas the staff is also consid-
ered relevant and necessary. Human capital in Isexiarprises, as it is for other types
of businesses, is important because is the tealndbound the founders that contribute
to the accomplishment of the ventures’ objectivEse organization is defined as a
group of individuals who associate themselves mepito create something together
(Diaz, discussion 12.05.2014); therefore the sta#f crucial piece in the development
of the organization. In addition, the staff is inmamt because it can directly impact the
success of the organization and the achievemeit$ objectives through their actions.
Therefore, there is also a need to ensure thataddgy operations in the organization
are in line with those objectives. The followingotgl refers to a seminar about search
ing for meaning at the workplace in which Triciclegff participated:

“...and the objective of this seminar is that whas@netimes written on a paper or
left hanging on the wall as the mission of the camyp is worked person to person...”
(Mufioz, discussion 28.04.2014)

The high level of alignment expected from the foensds evident in the company’s
belief about volunteers. Volunteers, unlike whabfien claimed in social entrepreneur-
ship literature (i.e. Martin & Thompson 2010, 38fe avoided instead of preferred
based on the logic that volunteers respond to amtienal contract and generally feel
already paid with the sole fact of working for frésndering the impact of their actions
within the company (Mufioz, discussion 28.04.20148 tb lower commitment and per-
formance excellence. A distinction was made howewdren asked about the excep-
tions, that is, what are the criteria used to acgepunteers in the organization, and it
was revealed that free labor was welcomed in thky stages of the venture creation,
“when we (the company) were nonexistent, when we nabody” (Mufioz, discussion
28.04.2014).

With respect to the importance of internal stakdbrd in the development of
Triciclos, the founders mentioned that critical mpas to the model have been triggered
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by suggestions from the staff that is closer todag-to-day operation of the model, to
the extent that almost 90% of the total change® \wesmoted by operators of different
recycling points, which are generally former wagigekers (Mufioz, discussion

12.03.2014). Moreover they realize that the rolestnof the model is boosted by
knowledge coming from people working at the recyglpoints, because they hold that
the best ideas can be born from the operating wi#tiin the organization, and not only
from the founders or the board (Mufioz, video inemwl5.09.2012)

The last two groups of stakeholders are the foumasitor NGOs related to social
environmental issues and the Government. Duringfitisé discussions held by the
founders about creating a different type of comptrgy thought they came up with a
radically new business concept, but shortly afteytacknowledged the existence of
well-established models operating under the sanfeidhyogic, such as the ones pro-
moted by organizations like Ashoka - Innovatorstf@ public and B-Lab (Mufioz, dis-
cussion 12.03.2014). This group of stakeholderseesgmted not only an opportunity for
gaining knowledge and a means to connect to tHeafkncio-entrepreneurial network,
but also a source for mentoring during the mateatbn of the purpose through a
business model. In addition, the NGOs helped Tasito raise the level of credibility
due to the certification of the company’s operagiobhe result was a sound value prop-
osition validated by a third party who confirmedtthvhat Triciclos claimed it was do-
ing was what they were really doing (Mufoz, diseusd2.03.2014). Finally the Gov-
ernment was considered a secondary stakeholderdamgdo one participant, whereas
for the other represented a very important actbe first participant chose a more pro-
active view to describe the relationship betweeidlos and the Government and re-
ferred to the company as some sort of “a free ooy for the Government” in the
sense that he expects Triciclos’ actions becomdigulolicies (Mufioz, discussion
28.04.2014). On the other side, the second paatitiptated that public policies make a
difference when there is an institutionalized anptomote entrepreneurship in addition
to an efficient waste management because this exate$ the solution of social and
environmental issues (Diaz, discussion 12.05.2D1&z video interview 19.08.2012).

The importance of stakeholders seems to entanglariain issues: capacity devel-
opment and survival in time. The first includes Hwtivities directed towards the for-
mation of a committed competent group to createvémture. And on the other side, the
need to extend revenue streams to secure the cgmEstainability. As stated in the
quote at the beginning of this section, is the grotipeople committed to the venture’s
aims that eventually defines what it is built, #fere during the development of the
venture both concerns tend to combine. The nexiosewill tackle the issue of coher-
ence as a way of perceiving commitment and howfdhaders evaluate this relation-
ship when interacting with this broad group of stadders.
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5.4 The founders as custodians of balance

“Putting the person in the center of the organimati and being truly accountable for
the organization's social and environmental impatisir years ago | would have told
you 'yes, it can be done’, two years ago 'thatrisaaly happening’, currently | tell you,
the organization that does not do this will tenddisappear.”(Mufioz, video interview
15.09.2012)

Since the early stages of Triciclos creation, thsid principles and values supporting
the idea were fundamental to evaluate the subségoarses of action. Even before the
venture creation process started, the founderssblees faced the conflict raised by the
differences between their own convictions and tiveirking environments, which even-
tually triggered the desire to start something Wwhi@s not yet defined, but it was con-
stantly referred as somethimtjfferent from what they considered was the reality of
conventional/traditional/standartiype of businesses. Also mentions about the fi@edo
of not being constrained on third parties’ agendase frequent. The conflicts made
them to engage in a crusade to proactively trigip@ange within the organizations they
were working in. The resistance they encounterecdhivith the frustration of not be-
ing able to overcome a number of institutional abks, even though they owned a
high level of decision power due to their execupesitions, drove the entrepreneurs to
guestion the current system and think about nowslsvio manage business and simul-
taneously be accountable of their own convictiamd aspirations.

In this sense, conceptual convictions play a kés. rbhe conflicts they faced within
these organizations are closely related to thecyplies underlying the role of business
in society. The problem is precisely that convemdiaype of businesses, according to
the founders, are not questioning those principles the whole system is based on the
notion that the ultimate purpose of business im#&ximize shareholders’ value. Conse-
guently the tendency is to place the emphasis tvitaes towards the economic devel-
opment of the firm only and overlook the negatixeeenalities caused by the organiza-
tion. Not only businesses are part of this scenlamibconsumers also intensify the ef-
fects due to the lack of awareness about the emwviental impact generated by their
consumption habits which in consequence does mog fousinesses to adopt sustaina-
ble approaches to management. Therefore, the lbdke oonflict was rooted in strong
conceptual convictions about how society works, rtiles of different actors involved
and the systemic view of society’s welfare develeptnIn addition there is a convic-
tion about the importance of self-fulfillment inexy aspect of a person’s life including
his/her job which caused the resignation of all finenders from their workplaces in
order to start the creation of Triciclos.
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“We (Gonzalo Mufioz and Manuel Diaz) resigned beeaus realized that it was not
viable to develop human capital and people’s cajpes;i and a team beyond what the
law requires and what the business allowe@Iufoz, discussion 12.03.2014)

“...and we started to think with Gonzalo [Mufioz], $etlo something that has meaning,
let’s not stay in firms in which all that mattessmoney, that does not satisfy u®iaz,
discussion 05.05.2014)

Evidence of the founder’s social and environmeataareness was found through
every discussion, but also the emphasis on coheread an important place. It is true
that being social and environmental aware is ntiicent to create a social enterprise,
but it is probably necessary. In addition to bedmgare of the problems involved in re-
cycling, the founders seek to be coherent and “whaktalk” as one founder expressed
(Diaz, discussion 05.05.2014). One of the founflarsnstance lives close to where the
company operates, bikes to work and recycles usiiniclos’ recycling system. Coher-
ence is expected and encouraged in every leveinititie organization starting from the
shareholders. For instance it was mentioned astbamgenegative that one member of
the board does not recycle yet (Diaz, discussio®512014). The alignment of purpose
based on values and principles in addition to tt®as undertaken to achieve that pur-
pose is seen as a fundamental characteristic dbtheders’ leadership skills and as an
opportunity for generating credibility and consistg that eventually translates in the
commitment of internal and external stakeholderigZPdiscussion 05.05.2014).

Regarding internal stakeholders, the purpose haa bentral in the evaluation of
which people become part of the organization. Tits fecruitment processes were ra-
ther informal and based on a mix of the recruitertsition of the candidate’s social and
environmental convictions and his/her work expeargeen(Muioz, discussion
12.03.2014). Moreover it is mentioned that som@effounders’ acquaintances became
part of Triciclos, either because they have fadedlar conceptual conflicts at their
workplaces or because they identified themselvdal Wriciclos’ purpose (Triciclos
memoir, 2014). However, because the recruitmentgqa®is critical to the achievement
of the organization’s objectives, the founders dpeformalize it through a partnership
with another social enterprise called Pegas coticgefJobs with meaning) which is a
specialized head-hunting firm for enterprises cottedito sustainability. The objective
is to find people willing to join the company due @ combination of so-
cial/environmental interests and income. It wasestahat Triciclos’ salaries are slightly
lower than the average in the labor market, whictreated as something valuable be-
cause it preserves the company from bringing orcdopaople motivated only by the
salary (Diaz, discussion 05.05.2014). In a similay, the secondary importance given
to economic returns was considered a common cleaistat of Triciclos’ shareholders,
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since they have not received dividends and theitpofeinvested in the company’s
operation. Despite this, it was mentioned that kenliraditional shareholders would
evaluate the situation, Triciclos’ shareholders saisfied with the company’s perfor-
mance (Diaz, discussion 12.05.2014).

In the case of external stakeholders conflicts lisaaose during the interactions due
to the differences between particular interestshef stakeholders and the intention of
the founders to achieve Triciclos’ triple bottomdiaims. During the presentation of
their solution to the first potential clients, clgas to the model were suggested which
not only seemed illogical according to the foundemswpoint but directly and clearly
threatened the achievement of either the econmua@al or environmental aims of the
company. For example, a client suggested redu@ngespercentage of the electricity
bill for each kilogram of material recycled, in g@guence, the idea served the client’s
interests (recover overdue bills), but damagedvibi®n of the expected behavior be-
cause the idea promoted waste generation (Mufiezyusiion 12.03.2014). In fact, not
even during the early stages of the venture cnegirocess, when the model was still
unstable in terms of design, and when the genenaleincy is to be open to accept sug-
gestions from a potential client in order to rasagital, not even in this stage the found-
ers established commitments that eventually wilvpnt the venture to accomplish its
aims (Diaz, discussion 05.05.2014; Mufioz, discus$i®.03.2014). Another example
related to the interactions during consultanciesttates the extent to which the found-
ers preserve Triciclos’ purposes, because theigyrifar the majority of clients is cost
reduction sometimes at the expense of the soctleanwironmental impact resulting
from the model’s implementation.

“...there are some cases in which we rejected a lessirproposal that looked ex-
tremely attractive from the economic point of vidat conceptually, environmentally
and socially did not make sense to us and we hefwsed it, to surprise of who is ex-
pecting to hire us.(Mufioz, discussion 12.03.2014)

“A client could be a great prospect from the busmeoint of view, but if it is not
aligned or if what the client wants to do is notated to what we believe must be
achieved, or with our mission, we do not take st,sample as that.[Diaz, discussion
12.05.2014)

Consequently, suggestions for modifications thairowed the model, and were con-
sidered to extend the triple bottom line impact eviaken into account. That was the
case when the founders added wood as a new matet@ collected in the recycling
centers. The suggestion came from one of Tricidagjest clients, and the founders
decided to make actual modifications to the moe@eskld on this remark because it was
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believed that the logic behind the idea went in shme direction as the model's aim
(Diaz, discussion 05.05.2014).

Having discussed the general aspects of the vewmtaation process and the im-
portance of both the founders and the stakeholdettse process, the final chapter ad-
dresses the final framework for the transformatibthe mission of the social enterprise
during the venture creation process through intemas with stakeholders. Additionally,
concluding theoretical discussion of this study dmdher research opportunities are
presented.
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6 CONCLUSIONS

6.1 Theoretical discussion

“I believe we are very open and very close (towatange). Very open in the sense
that this is a new organization (...) what existansopen mind and huge flexibility but
we are very inflexible if our values and the pumad why we did what we did are at
stake.” (Diaz, discussion 12.05.2014)

The first interest of this study was on the missidm social enterprise. The mission
of the focal social enterprise was mostly assoditdethe social/environmental impact
(“make sustainability contagious”)and conceptually separated from the ways to
achieve the mission which were related to the etesnef the business model (value
proposition, revenue streams, key resources, éfojeover, even though the mission
was explained in social/environmental terms, thehmaisms to measure the achieve-
ment of the mission were expressed in social, enuikental and economic terms. This
suggests the mission is associated with the lomg-tibjective of the venture, which is
articulated through short-term triple bottom lineats. In fact this is a frequent ap-
proach used in literature to analyze the multidisi@mal nature of the mission of social
enterprises (Moray & Stevens 2010, 229). In cohtnath the model suggested in the
closing section in chapter 2, the results show filiatders, as it happens also in purely
commercial firms, conceptually separate the adpitat and strategic aspects in the
development of the firm. However, the separatiocabee less clear when describing
the events in the early stages of the venture’atione, and particularly during the inter-
actions with stakeholders in which the mission smo be the main element inform-
ing the process. The mission was often referreth@gpurpose of the enterprise in the
form of a mission statement, and it was preseatritost every discussion with the par-
ticipants. For that reason, the words mission amggse are used indistinctively in this
chapter. It is a point of reference for every attituring the venture creation because it
represents the business scope and ethical startdamdmitted to the emerging firm. In
addition, the purpose constitutes a fundamentahethe of the emerging firm’s identity
because it produces and solidifies trust, contakdarity, rituals, meaning systems,
and options of members embedded in their socialor&s (Morris 2000, 447; Stevens,
Moray, & Bruneel 2014, 8).

Three types of convictions were frequently menttbdering the discussions about
the mission of the firm: first, convictions about i@eal future vision of reality in addi-
tion to a sense of accountability with generatitmsome. These convictions are trans-
lated in the focal case as thibé world you received must be better than the dvpolu
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leave behind”.This statement was mentioned by both foundersgusimost the same
words. Statements containing these convictionsappea proactive behavior based on
awareness and the urge to act. Proactiveness @lyusssociated to the response of
social enterprises towards the competitive enviremisin which they operate and as a
way to guarantee survival and growth in the ma(keéeerawardena & Sullivan 2006,
28) however, proactiveness was used by the foumdeaddition to refer to the “evange-
lizing” task or gaining adepts to these convictionkich proved to be a powerful con-
stituent of the firm’s purpose. The word “evangelyy was actually used literally by
one of the founders during the discussions ab@ubWwn role in the development of the
mission and the interactions between the firm &mdlients. Secondly, the purpose ad-
ditionally comprises convictions about the nature¢d of human beings to achieve per-
sonal self-fulfilment at work through a combinatiof economic progress and “doing
good”. These were truly influential convictions ted in the founders’ own experiences
at their former workplaces, in addition to theieyious entrepreneurial experiences that
lead them to develop the will of economic and greeeurial independence as a vehi-
cle to undertake organizational changes. This asety related to the claim that alt-
hough social entrepreneurship is often based dnattimotives and moral responsibil-
ity, they can also include less altruistic reassash as personal fulfillment (Mair &
Marti 2006, 38). Finally, the evaluation of the Igoaf business and business structures
results in convictions about the role of businessaciety. Literature studying social
enterprise cases commonly emphasizes the tensiaedre divergent logics existing in
social entrepreneurial aims (e.g., Battilana & Dora2010); the tension can be traced
to the nature of this type of enterprises and paldrly to their debated place in the wel-
fare system. In the focal case the tension of allegpmpeting logics was not portrayed
as a prominent feature of the venture creationahtgast in the early stages of the pro-
cess. However, the statements containing referendéss tension were frequent while
discussing events in which the founders interagtéd external stakeholders. It was
common to find allusions to the resistance of ty&esn as well as the questioning of
the generally accepted paradigms over which busaseare built. In this sense, it can be
inferred that the purpose of the firm embeds thevimbion about the potential of inno-
vative business models as challengers of the sgaimisn the industry.

These convictions constitute the building blockshaf venture’s purpose, the answer
to the question “why we do this?” The purpose atts the belief system supporting
the mission; therefore it operates the ideologiltadension of the social/environmental
venture. This is in line with the claim that thegdese of purpose is even more pro-
nounced in the social entrepreneurship context r(iladNoboa 2006, 125) because the
purposive entrepreneurial behavior displayed ingbeial venture creation is directed
towards the development of the new firm or prodarad to the scrutiny of the extent at
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which its existence is relevant to the stakeholeetisin the context in which it is being
created.

One criticism of much of the literature on sociatrepreneurship is that the question
of “who the entrepreneur is” is not the right quastto ask (Mair & Marti 2006, 38)
and that the idealistic assumption about socialepnéneurs, as agents endowed with
the capabilities to change the world, is misleadirgause it confounds issues of ability
with issues of motivation and interest which didfiicdistinguishing social entrepreneurs
(Dacin et al. 2011, 1205). However, since the fomuhis study is the evaluation of the
social venture creation process, the importancthefpurpose as a function of issues
such as motivation and interest is assessed instefrwhat is its role in the way the
firm is constructed rather than a distinguishingrelateristic of the entrepreneurs. In
this sense, the purpose was explained by the fosirdea combination of the aforemen-
tioned convictions, that is, the notion that inerdo have a better world, people must
be satisfied with the way they deploy their effatsvork, and that those efforts should
be focused in maximizing positive externalitiesstciety and the environment while
reducing negative ones. The purpose thereforendafimental for subsequent courses of
action during the creation of the firm because,ewample, it will define the establish-
ment of a social venture instead of a purely consrakpne. In addition, the constitu-
ents of the mission found in the focal case supptrtlies that emphasize the im-
portance of motivation in the study of entrepresbip as it is the case of Shane, Locke
& Collins (2003), and the relevance of motivatiofedtors as reliable predictors of so-
cial entrepreneurial behavior, in addition to tb&erof perceptions of desirability (em-
pathy and moral judgment) and feasibility (selfie€y and social support) in the de-
velopment of social entrepreneurial intentions {MaNoboa 2006, 126).

The mission is the cornerstone for the developroétihe social venture, because it
provides the ideological stances (meaning) that guide the creation of structures
(shape), therefore the social venture creationga®¢s responsive to and constrained by
the mission (Weerawardena & Sullivan 2006, 31)cdntrast with the commonly cited
purpose of business as to maximize value for slédebs, in social enterprises eco-
nomic returns are considered means to achieve mi@hc the social/environmental
impact (Mair & Marti 2006, 39; Dacin et al. 20120b). In this context, the develop-
ment of the business model and its specific caretils are considered articulations of
this ideological dimension of the emerging firm.e8k articulations are associated di-
rectly to the performance of the venture and thategy used to achieve the so-
cial/environmental mission, that is, achieving gueial/environmental and economic
goals such as maximizing profitability, maximizirsgcial value, maximizing sales
growth, etc. (Moray & Stevens 2010, 230) or as iini the case of Triciclos maximize
the number of visits to the recycling centers agdlice CQ@ emissions, among others.
Success in the achievement of the mission imphes attainment of widely shared
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goals, but the goals of most social movements astite case of social enterprises are
contested by the participants and observers, thiergfoals change over the course of a
movement (Mair & Marti 2006, 41).

The second interest of this study was directedhéoelvaluation of how stakeholders
shape the mission of the social enterprise dutlegventure creation process. In order
to deep the understanding of how the course o$tleeal enterprise unfolds in the early
stages, and how do stakeholders influence its dpuent, the effectual approach was
chosen as the reference framework. It is suggestdognitive approaches, in particu-
lar the effectuation theory, offer considerablenpise for building stronger theoretical
basis for social entrepreneurship research (Dacah. 011, 1206). Evidence of effec-
tual logic used during Triciclos creation processsvexplained in chapter 5. Since Sar-
asvathy & Dew (2005, 554) indicate that the effathetwork’s goals are always actual
transformations of the artifact (firm or market)stimportant to take a closer look at the
main points of interest in the emergence of thdaattbeing transformed in order to
evaluate at what extent the mission, as an orgammned element, is also subject to mul-
tiple transformations. The effectuation literatuegers to firms, organizations or mar-
kets asartifacts which are created through the operationalizatiothe effect of a hu-
man aspiration or a generalized goal that remai@same in causation and effectuation
(Sarasvathy 2001, 245). In addition, the operatipation of an aspiration occurs, un-
der this approach, thanks to the interactions amthér commitments of self-selected
stakeholders that define the resulting artifactgS@athy & Dew 2005, 543). What dif-
ferentiates effectuation from causation is pregiseé notion of multiple effects (opera-
tionalization modes) possible with a given set efams in the case of effectuation (one-
to-many mapping), in contrast with causation whassumes the existence of one effect
for which multiple sets of means are needed (maryre mapping) (Sarasvathy 2001,
245). Because the effectuation approach argueditimst and markets are created with-
out any specific vision of the future artifact,cibnstituted an interesting approach for
this study because social enterprises are createdl \&ehicle to achieve the mission
comprising a human aspiration (or purpose), whickoae extent is a vision of the fu-
ture.

As mentioned before, the effectuation literatureoasmtes the termartifact to the
new firm or new market emerging. At this pointséems important to include addition-
al distinctions to this concept to contribute tdetter understanding of the emerging
artifact as the outcome of the social enterprigatoon process. The distinctions made
by York et al. (2010) inform the framework of thetudy, because they introduce the
notion of different shapes that the idea adoptsnduthe creation of the venture: the
inchoate demand, the innovative combination of weses and the dominant design.
These distinctions were already introduced in eac8.1, but Figure 17 presents a
summary of the three constructs now linked to #eeainder study.
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Figure 17 Transformation of inchoate demand to dami design. (Based on York

et al.2010, 143-148).

An important point of interest regarding this a@aro is that early entrants in the
new market are non-random; they are driven by afsbeliefs about the nature of in-
choate demand in their industry, and generally,cose to the industry (York et al.
2010, 145). This is also true for the case usdtismstudy. The inchoate demand is rec-
ognized initially by the founders, principally beise of their convictions towards the
nature of that demand and their proximity to theomcin the sustainability networks.
As one of the founders stated, Triciclos’ serviaed products are demanded by a niche
and what defines the niche is precisely the awaseabout the need to solve social and
environmental issues. Therefore, the efforts indbeelopment of the venture are fo-
cused in increasing the demand for the solutiosoafal and environmental problems.
In this sense, the concept of inchoate demanditites the understanding of the pur-
pose of the venture because the existence of dmate demand encourages the
achievement of the established purpose. It is @dithat an inchoate demand for some-
thing exists whenever consumers respond affirmigtiseethe question‘wouldn't it be
nice (or useful) if this sort of thing were availe®” (York et al. 2010, 144). In the ab-
sence of any specific vision of the artifact beargated, the inchoate demand consti-
tutes an important driver of social entreprenewadlvity. This is inferred from the dis-
cussions with the founders in which they assefed there is an ever growing number
of consumers concerned about social/environmessgales and that this in turn will re-
quire firms to implement sustainability-relatedigities in their value chains.

Having convictions about the purpose’s resonandhinvihe context in which the
venture is being created is just the earliest gte@rds the transformation of the idea.
From the social movement perspective, social engap can be defined as an agency-
laden institution because “they are developed lgmi@l challenging groups that house
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cultural and organizational resources that can bebitized to launch collective action”
(Morris 2000, 447). The mission in this context@nsidered a mobilizing structure of
the social enterprise, since it constitutes a ctile vehicle through which people mo-
bilize and engage in collective action (Morris 20@@6). Collective action is inherent
to social enterprises because they are concerndsacial and environmental issues
from which they create value. Collective action vgaen as a positive and necessary
characteristic of the venture creation processesinconstitutes a source of knowledge
and innovation which later translates into improeais of Triciclos model. Additional-
ly, the founders expressed their openness to émsformations of the model in terms of
perfectibility search. Collective action is a comemt feature mentioned in literature
studying social enterprises because of their ppatiory nature; they call for the in-
volvement of various parties affected by the faaaivity, initiatives are launched gen-
erally by a group of citizens or civil society onggations and they have an explicit aim
to benefit the community (Nyssens & Defourny, 201&)generally accepted idea was
that the venture does not belong only to the fotswa@e shareholders, and even one
founder was emphatic in stating that this was aeomsgpurce of conflict in his previous
job. The notion that the venture should be develdpe and with stakeholders was rel-
evant for both founders.

Interestingly, while the openness to multiple tfan®ations of the model, as a
mechanism to stay relevant within the social/emmmental and commercial context
was highlighted and encouraged, the purpose rapezse powerful constraint to the
interactions with stakeholders. In the effectualtuee creation process a key feature is
that each stakeholder comes on board to the netlwodctually committing to and in-
vesting in particular local shapes and featurethefemerging new market (Sarasvathy
& Dew 2005, 555). The shaping of the innovative ramwnbination and the dominant
design shown in Figure 17 proved to be restrictethe achievement of the purpose.
The effect of this constraint was dimmed due tofw that the founders initiated the
mobilization of resources among the members ofr tbleise network; they faced the
question “who | know?” based on a prior evaluatbimuestions appealing to the entre-
preneur’'s means at hand directly related to hisithentity: “who am 1I” and “what |
know”. In fact, the majority of stakeholders invetVin the early stages of the venture
creation were socially/environmentally aware indials (or so they claimed) or/and
knowledgeable professionals in sustainability issukhis suggests that even though
there was not a single effect of the artifact at teginning of the venture creation pro-
cess, the purpose was used as a guideline to de&estakeholders’ commitment, con-
stituting a preliminary constraint to the transfatran. Additionally, there is the claim
that all human beings, leader and member alike (tar@arying degrees) persuadable
(Sarasvathy & Dew 2005, 555). In order for thiheppen, two types of enablers were
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identified in the case subject to study. Figurdlll8trates the operation of the enablers
and their relation with the non-articulated andcatated forms of the idea.

Interactions leading to Enablers of effectual network
effectual commitments development during the interactions
to transformations of

the artifact

Coherence
) Articulated demand “Walk the talk”
Alignment of Alertness of through innovative new
mindsets inchoate demand External o . R
stakeholders combination and *  Alignment of
¢ The purpose: dominant design purposg and action
Why we do this? - Value delivery
- Desire for a Benefit from solving the
better world social/environmental
Self fulfillment pr\o/[blewl . .
- Role of business - Maximization o:
in society Internal social/environmental
PORER stakeholders impact
Social/environmental +
economic impact
measurement
v

Figure 18 Enablers and constraints of the intevastduring the development of a
mission-driven enterprise

On the one hand there is an alignment of mindsegsled to subsequent interactions
with stakeholders. The founders consider that fduditates the development of ideas
that are relevant for the community and the envirent, and further preserves the firm
of losing focus. When discussing the recruitmemicpss they emphasized that mem-
bers of the organization must believe that thein oale in the organization is necessary
to achieve the purpose, and that Triciclos’ missgoaomewhat closely related to their
personal mission. There is also the conviction thatalignment of mindsets enhances
collective action in face of a resistant well-efidled system. The belief system behind
the alignment of mindsets is the purpose as exgdiabefore. It constitutes a first order
enabler for the interactions prior to actual commeitts. On the other hand there is co-
herence or to use the colloquial expression “whaéktalk”. This enabler was particular-
ly strong during the interactions with stakeholgddyscause it is a demonstration of
thought and action integration. It increases ifeafduring the negotiations of actual
commitments to transformations because to the extet the new means and new
goals brought to the process are aligned to theaement of the purpose (appeal to the
alignment of mindsets), the commitment is viabler ocial enterprises especially, co-
herence is a fundamental element during its dewedop because they are subject to
profound scrutiny among different publics. In resg® to this, partnerships with recog-
nized social entrepreneurial organizations areusicgoof credibility and a way to gain
legitimacy. For instance it was mentioned that NG@sking in the field were key to
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shape the value proposition of Triciclos, while mapnflicts in this regard were cited

when discussing the interactions with potentiamis, in which transformations of the
value propositions were based on their own interebhis generates a disruption in
which the problem and the need are threatened tefddaced. In reference to the exam-
ple used in section 5.4 about the electricity pileviwilling to reduce a percentage of
electricity bills per kilogram recycled, the proirids not a mix of wrong consumption

habits and a deficient recycling system anymoré,dverdue electricity bills, and the

need is not to promote sustainable consumptionraeytling, but to recover overdue

bills.

The resulting framework of this study sustains thatpurpose exerts a key role dur-
ing the creation of a social enterprise. Also ihdine with social entrepreneurship lit-
erature and the effectual logic, the action of skaltders is a vehicle for the develop-
ment innovative new solutions to long-standing abend environmental problems
(Martin & Thompson 2010, 67). Moreover, it claintgt the potential transformations
of the purpose due to stakeholders’ action are lmcause actual commitments take
place during the shaping of the articulations &f plurpose, such as value propositions,
product specification, etc. Finally it suggest® twain enablers to embrace interactions
and commitments of means and goals, which define canembody them into particu-
lar transformations in real artifacts (Sarasvathpé&w 2005, 555, 559).

6.2 Managerial implications

The results of this study claim that the purposa gbcial enterprise established by its
founders in the early stages of the venture creaidundamental when identifying a
demand for the solution a social/environmental [@wob The convictions that support
the aims of the emerging venture exert an impoiitahience during the venture crea-
tion process, and as it was the interest of thislystduring the interactions with the
stakeholders participating in the transformationthaf idea. Moreover, this study found
that conflicts arise when a disruption occurs betwthe new goals and means brought
by the potential new members of the effectual netvemd the purpose of the venture.
Therefore, in the early stages of the venturerdhe of the founders proved to be essen-
tial to safeguard the company’s social/environmieotzus.

The initial construction of the purpose of the abgienture is based on the belief sys-
tem established by the founders associated withstwoeal/environmental need they
want to solve. As it was the case used in thisystadcial entrepreneurs often initiate
entrepreneurial actions without a clear outcomegrbculations of that purpose. There-
fore, they engage in a kind of test-and-error pgecé&ocial entrepreneurs need to be
aware that even though this process might yieldomamt information for subsequent
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actions in the venture creation process, it cao apresent a threat in terms of loss of
energy, money and time. Moreover, frustration mighse for example when institu-
tional barriers of the focal context are not calseanderstood or when the cost-benefit
relation of partnerships is unknown. Consequertlyjng the commitment of means
and goals from stakeholders is necessary to tak@uhpose as a point of reference to
avoid or mitigate the emergence of these thredis. furpose of the social enterprise
has the risk to remain as part of the mission state or be treated as a “marketing
hook” for clients or investors, therefore at th@m a key action required from the so-
cial entrepreneurs is to make the answer to thatogue “What is the purpose of our
social enterprise” as clear, unambiguous and témgib possible, so it becomes truly a
source of differentiation among other organizatiath similar aims and relevance for
the interest groups. A way of doing this is thealepment of a blended measurement
system based on social/environmental and finametarns that reflects the company’s
aims towards the solution of certain social/envinental problem. It is also important
that the results are shared transparently amongetbeant interest groups to enhance
the levels of commitment and encourage the contiswalidation of the solution.

Additionally, depending on the reasons supportirggdstablishment of partnerships,
either resource seeking reasons or strategic reasome entrepreneurs prefer to devel-
op intra- or inter-sector networks. It was foundttin the early stages of the venture
creation, the strategic reasons had more weigtiiarcase used for this study. Moreo-
ver, the personal and professional contacts ofdtieders are means to develop a rele-
vant purpose network, regardless the position @édhactors in the welfare system. This
is because the members of this network are usueldyed to the founders’ previous
work and life experiences and bringing togethes timoup of people into the venture
creation process activates the alignment of milsdeeabler, which might among oth-
ers, reduce the time to launch pilots, decreasentimeber of tests needed to reach the
market stage, reduce turnover rates or reach addltiinterests groups and include
them in the network. In addition, the associatidthwlusters within the local and re-
gional social entrepreneurial community can bewa@ofor learning and a way to make
growth of social ventures viable.

In order to guarantee the sustainability of thetwemin the light of its purpose, the
social entrepreneurs need to develop structurégptbenote practices aimed to embrace
the purpose in every action and decision withindiganization. A potential challenge
in this endeavor is related to the sense givinthefpurpose by members in and outside
the organization. Even though there is a formal aleimed by the founders or the
member of the board, often the other members obtbanization give their own inter-
pretation of the company’s objectives. On the otlaard, it is important to note that the
concept of social/lenvironmental value creation agsalt of collective action shows
special emphasis for social enterprises, so thgevatopositions are socially construct-
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ed. For this is necessary that social entrepreneaisce the gap between the claimed
purpose and the members’ understanding of it. Bgglthis, the organization will ef-
fectively balance the control of the alignment wikie purpose and at the same time
promote innovation in the right direction, that kgep practices that are relevant and
value-adding for the focal context.

Finally, it was found that the image of the foursder particularly strong during the
early stages of the venture creation mainly beceusten the organizational identity is
being established. When the venture starts theiggostage, the challenge is to foster
new leaders within the organization that will cooe and transmit the so-
cial/environmental spirit.

6.3 Future research opportunities

As mentioned in the introduction of this study, iasb@ntrepreneurship is a highly
context- dependent phenomenon, therefore the nmaitation of this study is that its
generalizability is limited to a particular countand an environmental triple bottom
line type of business. In addition, when qualitatresearchers rely on small number of
purposefully selected informants, as it is the a#sthis study, there is the risk that the
informants’ views are not typical (Maxwell 1996,)73The addition of the main stake-
holders’ insights to the understanding of the et&ons leading to transformations of
the venture seems also a valuable asset whichtigwcladed in this study. Since the
intention of this study was not to generalize, taugather particular knowledge about
the mission’s evolution during the venture creagwocess of the chosen company, the
research design is adequate. It is claimed howtaer‘theory development concerning
the generalizability of findings from individual ©& studies of social enterprises to larg-
er populations of organizations and different copobntexts is a valuable contribution
to knowledge” (Haugh 2012, 9). In this sense, il&0 advised that when adopting an
event-driven process research in entrepreneuridngijtudinal studies are scarce as a
result of the methodological difficulties in conding such studies, the lack of
knowledge in the management research communitytahese methods and because
students or early career faculty are often advis#do do longitudinal studies (Van de
Ven & Engleman 2004, 346). In line with this vielengitudinal studies represent a
promising opportunity for theory development iniabentrepreneurship, especially for
research based on real-time data rather than peitbge data from founders telling the
story of how events unfolded. Real-data gatheriagy be useful to investigate if the
mission also constitutes a balance element redngdihe mixed entrepreneurial logics
used by the founders during the creation of theéurerand when different logics mani-
fest. It was found in this study that while oneridar adopted a more causal approach
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in general, the other preferred an effectual on,ifstead of triggering conflicts, the
complementarity of both logics contributed to e#fit decision-making processes to
mention an example. Another interesting reseamsleiss what determines that the ven-
ture has already reached the market stage. Sangs&aDew (2005, 555) mention the
introduction of non-reversible investments into thensformation of the artifact and
that this lowers the ability to blend contributioinem additional stakeholders into the
current constraint pool. It is stated that in sbeiaterprises once the commitment of
resources is made is difficult to revoke that cotmment, for instance stop providing
housing for the disabled due to the withdrawal @fegnment support (Weerawardena
& Sullivan 2006, 29). While the affordable lossrmiple in the effectual approach tends
to be associated with the estimates made by thhepraheur on the maximum amount
of resources he/she is willing to sacrifice if ilea does not reach the market stage, in
the case of social entrepreneurs in addition & thiey need to assess the risk of losing
their credibility and reputation among the servednmunity and their own personal
network (Shaw & Carter 2007, 428). Therefore furtimvestigation should be under-
taken to ascertain the different types of non-relée investments in social enterprise
creation and at what extent they constitute driverdhe professionalization of the so-
cial enterprise turning it into “a stable localustiure that forms a non-negotiable part of
the new artifact” (Sarasvathy & Dew 2005, 555) d&odv this process might initiate a
mission drift in face of risky environments. To tione in the same line of research as
Moray & Stevens (2010), resource-based view andevab-creation process can pro-
vide new insights on the way social enterpriseselbgy either radical or incremental
innovations. These innovations respond to severarasts because the number of
stakeholders with which they interact is usuallyeasive. In addition most of them op-
erate under a service-dominant logic of value @veain which value is always co-
created in interactions among providers and beiaeiis through the integration of re-
sources and application of competences (Vargo, idlagl Archpru Akaka 2008, 146).
The aforementioned approaches might serve as doedtical basis to study how social
enterprises differ from purely commercial firmsthe sharing ideas during value co-
creation process, since it is assumed that theepsois easier within the third sector due
to less commercial sensitivity and great incentoveespond to social welfare (Martin &
Thompson 2010, 138) and as stated by one of thed&s in this study, even suggest-
ing a redefinition of the relationship with compets for instance. On the other side,
there is the question of when the firm ceases tst.ekhis is an important issue for fu-
ture studies since there is a conflict between igakvthrough growth and self-
destruction of the social venture. Since sociatgmises’ raison d’etre is a social prob-
lem or need, it is worth studying what happens wifienproblem or need is solved ac-
cording to the stakeholders? As one founder inghidy mentioned, every social enter-
prise should work for a world in which the servitey provide is no longer needed.
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Therefore in future investigations it might be pbksto study what determines a suc-
cessful social enterprise, because most of this bfpprganizations are not necessarily
intent on restricting their future growth but nae dhey intent in growing outside their

community of stakeholders (Martin & Thompson 2032).
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7 SUMMARY

The aim of this study was to investigate the rdlstakeholders in the creation of a so-
cial enterprise using the dynamic model of new readteation, or also known as the
effectuation approach of entrepreneurship. In otdeaddress the main purpose, this
study investigated the mission of the social emieepand its centrality on the interac-
tions among different groups of stakeholders padiing in the venture creation pro-
cess.

This study has found that the mission of the scandrprise exerts a powerful effect
in the early stages of the venture creation pro@ess that it constitutes a point of refer-
ence for subsequent courses of action in whichstiogal entrepreneurs (the founders)
interact with a broad group of stakeholders to tere@alue. The research questions of
this study aimed to determine what constitutesntigsion of the social enterprise and
how stakeholders might shape the mission duringfi@ctual entrepreneurial process of
venture creation. This study initiated with the elepment of a preliminary theoretical
framework portraying the interactions between timethsions of the mission of a social
enterprise and the transformations of the venthreugh stakeholders’ commitment.
The suggested framework emphasized the centrdlitieofounders’ identities in bal-
ancing the value creation process, and furthemgdithat the effectual commitments
were made to shape the value propositions introgucew means and goals to the pro-
cess, and therefore they constituted the dimensibtise mission that stakeholders ac-
tually contribute to shape.

The preliminary theoretical framework was the stgrpoint for the empirical part of
this study. In total four interviews were conductedhe two founders of the selected
company, Triciclos, a triple bottom line Chilearcsd enterprise working in the recy-
cling local industry. Themes taken from the thaoettframework were used to develop
the guide to conduct the interviews. Thematic asialyas used to organize and make
meaning of the data. Thematic networks were tha daalysis tools used to support the
interpretation and conclusions drawing.

The results showed that the mission representpuhgose of the emerging social
venture comprising the founders’ belief system tdase convictions about the role of
business in society and the social/environmentgbirhthey want to generate. In addi-
tion the results suggest that even though the erm conceptually different from the
ways of achieving it, the former rules the intel@t$ with stakeholders in the form of
two general enablers: the alignment of mindsetsairence. In this sense, although
the current study is based on a small sample dicpgants, the findings suggest that
during the early stages of the social venture medbunders are sensitized by an exist-
ing inchoate demand, and in the absence of anicplar view of the artifact, the pur-
pose based on that demand constitutes a prelimomarstraint to the interactions with
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stakeholders, conditioning the actual commitmentdransformations of the artifact.
These transformations are represented in the féram innovative new combination of
resources and a dominant design of the soluti@nefbre the shaping takes place in the
development of the more tangible features of th@we, which are articulations of the
inchoate demand constituting the core of the pwepos
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APPENDIX 1 INTERVIEW GUIDES

Unstructured interview quide

Tell me about <name of the participant> before TIRICOS was created.
With this | want you to reconstruct what you comsicelevant experiences in
your family, in your school years, at work, withefnds, free time activities,
etc.

Tell me the story of how TRICICLOS was creatednfrtne moment you had
this idea until what it is now.

Semi-structured interview quide

Theme 1: The concept of the mission

How do you understand the mission of an organinadiod who are responsi-
ble for developing this mission?

What is Triciclos mission?

What are Triciclos values and what is their rolael@veloping Triciclos mis-
sion?

What do you understand by sustainability?

What is the role of sustainability in developingdciglos mission?

How would you describe the role of the mission wergday operations at
Triciclos?

How would you describe your own role in developingiclos mission?
What is value for you?

What do you understand by value proposition?

What does Triciclos value proposition stand for?

What is the role of the value proposition develgplmiciclos mission?

Theme 2: Entrepreneurial approach

How would you describe Triciclos general attitudeards change?

Do you consider the opportunity seized by Tricicleass created or discov-
ered? Why?

How would you describe Triciclos general attitudeards risk?

Has the original concept of Triciclos changed owere? In what ways has
this change manifested?

What do you understand by innovation?

What has been the role of innovation for the dgwelent of Triciclos?
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Theme 3: The role of stakeholders

What are your main stakeholders and why?

What is the role of the stakeholders in what Ttasaoes?

How do you think your external stakeholders pereeiviciclos? (clients
(end-user and customer), Government, supplierspuanty)

How do you think your internal stakeholders pereéiviciclos? (staff, volun-
teers, partners)

In what ways is the mission visible to your staldbos (internal and exter-
nal)?

How do you evaluate the level of commitment frormkeholders to Triciclos
mission?

Are there any mechanisms you have established doeps stakeholders’
feedback about Triciclos mission? If so, give s@xamples.
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APPENDIX 2 THEMATIC NETWORKS
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