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Why Sweden?

Tolerance, openness and equality are hallmarks of Swedish so-
ciety. Sweden is one of the most vocal countries when it comes to
supporting global peace, democracy and social welfare. Techno-
logically advanced and open to new concepts and ideas, Swedes
take pride in a rich tradition of innovation.

Swedish Institute

The Swedish Institute (SI) is a public agency that promotes in-
terest and confidence in Sweden around the world. SI seeks to
establish cooperation and lasting relations with other countries
through strategic communication and exchange in the fields of
culture, education, science and business. SI works closely with
Swedish embassies, consulates and representatives of trade and
industry. For more information about SI and Sweden, please
visit Si.se and Sweden.se.



Empower and inspire

The She Entrepreneurs programme is an initiative by the Swedish
Institute (SI) that started in 2011 with an idea to empower and
inspire young women working to address social challenges and
striving for positive social change through entrepreneurship. She
Entrepreneurs is today a recognised leadership programme com-
bining personal and professional development for young emerging
women social entrepreneurs in the Middle East, North Africa and
Sweden. The programme is designed to give participants inspira-
tion and innovative tools to drive change through creative solu-
tions based on entrepreneurial principles.

The She Entrepreneurs programme offers participants the oppor-
tunity to further develop a social initiative that they have already
started to work on. Through theoretical and practical seminars,
workshops and discussions on topics such as leadership, social
entrepreneurship, business communication, branding, finance
and funding, the Swedish Institute wants to capitalise on these
women’s capacities of bringing solutions to many of society’s major
challenges.

The aim of She Entrepreneurs is to increase the participants’
knowledge and skills in order to more actively promote positive
social change through entrepreneurial approaches, and thereby
improve people’s living conditions and promote democracy and
human rights in their respective contexts. In a long-term perspec-
tive this will also lead to greater equality between men and women.

She Entrepreneurs participants become members of an active net-
work of young emerging women social entrepreneurs who support
each other in driving change through innovative solutions.
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Ruth Brédnnvall is working in the field of innovation for under-
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The social business
Not like any other business

/ Social businesses and social entrepreneurs come
~ in different shapes and forms. This book is for
those who are starting or are already running

a social business, and who want to understand

N how to build and develop a business that will

—

& \ create value for society and at the same time ge-

nerate money.

This book is written with two ge-
neral types of enterprise in mind. The
first type is an organisation which was
initiated to address a social need, to
change something in society or to
work towards a social or ecological

these challenges and how to marry the worlds of commercial thin-
king with the best of activism and societal impact. The Toolbox for
the Social Business will explain different approaches to developing
a profit-generating organisation by a mission-driven entrepreneur,
or profit-generating ventures within an NGO. The different chap-
ters are intended to give you ideas and tools, as well as discussing

some of the opportunities and challenges that are parti-

cular to social businesses.

Whatissocial
entrepreneurship?

Entrepreneurship and innovation are

cause. It may have been set up as a
foundation or a non-governmental
organisation (NGO) and the foun-

ders have started thinking about
entrepreneurship as a way to create

income streams to the organisation,

making it less reliant on donations

and grants. The other type of orga-
nisation was set up as a profit-making
enterprise from start. The entrepreneur

had a business idea, with potential for so-
cial or ecological impact. What these two ty-
pes of enterprise have in common is the passion for
making a difference in the world.

The fact that a social business has a social mission will bring opp-
ortunities, but also challenges. Most of the existing start-up lite-
rature and advice in business modelling rarely talk about any of

two very popular words, which people

— entrepreneurs, incubators, business
people and government employees
included — often use in any way it su-

its their own purposes. Before diving

into the practical ‘how-to’ discussions

in the following chapters, we will start
with some brief definitions of entrepre-
neurship and descriptions of some com-
mon characteristics of social entrepreneurs.

Entrepreneurship originally comes from the

French word ‘entreprendre’, which means undertake.

This term was used for a person to undertake the risk of a

profit or loss in a company. Today, it most often refers to the pro-
cess of creating something new with value and assuming the finan-
cial and social risks and uncertainties. The entrepreneur is trying
to spot and understand opportunities, and then develop or exploit
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them. To be enterprising
is therefore to be curious,
exploring, risk-taking, and
also to be able to plan, or-
ganise and own.

All of these activities enga-

ge other people and entrepre-
neurial activities are therefore
about social interactions between
individuals, networks and organi-
sations. The ‘normal’ entrepreneur is

not a hero who was born with some spe-

cial skills, but is more often someone who has
trained her or his abilities to be creative and to turn
ideas into action.

If we then add ‘social’ to entrepreneur, two of the leading figures
within social entrepreneurship, Muhammad Yunus (Noble Peace
Prize winner and founder of Grameen Bank), and Bill Drayton
(founder of Ashoka), explain it like this:

‘[1t is] a new form of capitalism and a new form of enterprise based on
the selflessness of people. It is a kind of business dedicated to solving
social, economic, and environmental problems that have long plagued
human kind — hunger, homelessness, disease, pollution, ignorance.”

Social entrepreneurs are individuals with innovative solutions
to society’s most pressing social problems. They are ambitious

1 M Yunus (2010), Building Social Business — The New Kind of Capitalism
that Serves Humanity’s Most Pressing Needs. New York: Public Affairs.
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and persistent, tack-
ling major social issues
and offering new ideas
for wide-scale change.
Rather than leaving so-
cietal needs to the govern-
ment or business sectors,
social entrepreneurs find
what is not working and solve
the problem by changing the sys-
tem, spreading the solution, and

persuading entire societies to move
in different directions.™

Muhammad Yunus and some other authorities on
the matter would however limit the definition of a social business
to those organisations that focus on marginalised and poor pe-
ople. This may depend on what they mean by ‘marginalised’. Can
an entire population be marginalised? Yes, in countries where
authorities deny people their basic human rights (according to
the UN declaration), people are treated as insignificant or pe-
ripheral to the centre of power. Some of the entrepreneurs that
the Swedish Institute have supported in its She Entrepreneurs
programme have demonstrated that it is possible to address en-
tire nations. You can read about one of them, Qabila, in the ‘Five
social businesses’ section.

Does social entrepreneurship have to make money? Some or-
ganisations, which support social entrepreneurs, would not be

so particular on this point, as they see a social entrepreneur as

2 Ashoka https://www.ashoka.org/social_entrepreneur

©
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The social business

somebody who for example applies ‘practical, innovative and
sustainable approaches to benefit society in general’s. They can
be making profits, or not, as they choose, depending on what
kind of organisation the entrepreneur wishes to run.

Muhammad Yunus on the other hand thinks that it is not pos-
sible for a social business to be profit-making. Wor-
king towards a social purpose while trying to
make a profit clouds the thinking, he argues,

and money usually wins. But if we talk

about any organisation that wishes to

work towards societal benefits as a so-

cial enterprise — then they may just

as well be about activism, volunte-

erism, philanthropy, certain scien-

tific activities or politics — and the

topic of how to develop a social en-

terprise would become unmanage-

ably large to address. To conclude,

delivering societal impact can take

many forms, but business principles

may not always be applicable or even

appropriate.

This book will focus on those
social entrepreneurs who
wish to run a business or at
least an organisation for
which the income-gene-

3 The Schwab Foundation
for Social Entrepreneurship

rating activities are essential. It will combine market-based meth-
ods with thoughts on how to deliver social impact. What is special
about the social business, compared to an NGO, is that it will use
approaches for how to develop, market and organise its offering
in ways which have been tested and proven to work in commercial
markets. ‘Business modelling’ is an example of a tool that was deve-
loped for commercial purposes and which we can use to

also deliver a social value - but it needs to be adap-

ted in order to be practically useful.

How will you define
'success’?

An enterprise has potential mainly

in relation to its size and how it will

scale (reaching more and more custo-

mers, selling more and more pro-

ducts). ‘Scaling up’ and ‘high-growth’

are words used like mantras in the

world of social entrepreneurs, just as

it is for traditional start-ups. They sig-

nify the natural proofs of success. The

rationale for this is most often the tradi-

tional ‘economics-of-scale’ logic, which says

that when we reach a certain scale we can opti-

mise production, delivery, organisations and so forth

and achieve the lowest possible costs. This consequently al-
lows a company to maximise profits. The entrepreneur can
if she or he is still the owner, pay out the profits to her- or
himself, and reap the reward of having taken the initial risks.
Sometimes, old logic needs to be questioned though. If low



costs occur at the expense of the environ-
ment or the working conditions of those
people whom the organisation hire, then
scaling up can conflict with the purpose

of being an organisation based on so-

cial and ecological values. What can

be used as alternative success indica-

tors and targets of a social business?

If scaling up is a horizontal measu- / / // /

re, then an alternative may be what I

se delivers more and more value to the

same people. Another measure may be its

catalytic effect: the enterprise is inspiring

others to replicate the idea in other regions,

or pushing the government to take action about

an issue. The purpose of a business is closely linked

to the values of the founders. Is it money that drives you,
or is money the means to create and deliver an impact? When you
describe the vision that you have for your company, think about
what the signs and measures of success would be in your case. This
vision is what should guide your business strategy and how you de-
fine your business model.

would call ‘deepening’: the enterpri- / / / // /

Mission-driven = challenge-ridden

Most start-ups are created by people who come up with what they
think is a very smart new product or service idea. They will then
go and try to build it and/or sell it. No wonder that seven out of ten
businesses are dead within five years. When an entrepreneur ima-
gines that potential customers think like she or he does, there will

be many mistakes made. Some start-ups
begin at the other end, by discovering
a need that is not met, or something
that can be improved where the cur-
rent product is perhaps of too low
quality, uncomfortable, not in sync
with things that it is supposed to
work with and so on.

This is more similar to how a social

entrepreneur considers a business

idea. The need of people and the

planet is the mission of the company.

But it is also where the challenge starts:

Who is the organisation serving and who

is the customer? A customer is somebody

whom I will sell to and who will pay me. The pe-

ople I wish to serve, or solve a problem for, may not be

the paying customer. They may be end-users, employees, supp-

liers, patients, students or families. This group is sometimes re-
ferred to as ‘beneficiaries’ or ‘users’ as opposed to customers.

An example: Elena is an entrepreneur who is concerned with wo-
men and girls stuck in trafficking. She first created a safe house
for them to escape their perpetrators. After a couple of years of
doing this on a volunteer basis, Elena and her co-founder started
to think about ways to generate income for the work they did and
at the same time create awareness about the issue of trafficking.
Elena is interested in fashion and design, and the founders star-
ted to engage the women in jewellery making. The products of
JewelleryGirls are today sold online and at fairs. Customers can
also request special designs that are custom-made.

-
=
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The social business

Challenge number one — pri-

orities. When an organisa-

tion have more than one tar-

get group, priorities will be a

challenge. In the case of the

JewelleryGirls, the entrepre-

neurs needed to decide how

much resources and attention

were required for their beneficia-

ries versus their customers. The wo-

men who make the jewellery are not

professional artisans; they are with the

organisation for a limited period of time and

have varying personal interests in making the jewel-

lery. Customers, on the other hand, especially those who buy on-
line, will require high quality and will expect what they have or-
dered to be exactly what they receive.

The circumstances of the production is such that it is likely to
be very costly to produce each set of jewellery compared to
the cost of a commercial jewellery maker with trained crafts-
men. On the other hand, besides generating income, the acti-
vities at JewelleryGirls may also have a therapeutic purpose
and be an opportunity for the women to think of other ways
to earn money, not to mention their escaping trafficking. The
social mission clearly guides the decision in this challenge;
the first priority of the founders will be the beneficiaries, not
the customers.

Challenge number two — resources. As a social business is en-
gaging people who in one way or another may be marginalised,
poor, illiterate and vulnerable, it will require more resources

and more time to develop a bu-

siness. Many entrepreneurs find

themselves doing all things in

a start-up, and for some social

entrepreneurs the feeling of ha-

ving to hand-hold and directly

V overlook most things in the busi-

ness may never leave them, as ope-

rations are more complex and often

more unstable in terms of income. If a

majority of resources are used internally

and possibly at the expense of taking care of

existing and new customers, then the enterprise

may need to simplify and standardise things ‘inside’ the

business. This will be discussed in the business modelling chapter,
as we look at costs.

Examples of different types of social
enterprises

A social business can be run as a company, but is sometimes an
NGO with a well-defined area of commercial activities. Below are
examples of areas that social entrepreneurs address and different
ways in which they engage the beneficiaries of the organisation. The
first example also shows that social businesses are not a new pheno-
menon; in the last century of capitalism, the purpose of these com-
panies was nearly forgotten in most countries. The organisations
have different business models; some can sustain themselves from
what they sell and become profitable, while others will depend on
donations, sponsorships and volunteers.



Income generation for marginalised groups W

K
-
In 1902 a political organisation for visually impaired persons
in Sweden decided to start buying material for brush-binding
and basket-weaving to provide visually impaired artisans with
cheaper material for them to produce brushes and other pro-
ducts, which would also provide an income for them. A few
years later the organisation bought a property to allow the
craftspeople to work together and to expand the activities
with offices, a library and a shop. This enterprise became so
successful that it lives on today, as Iris Hantverk (Iris’ Crafts),

which sells its products in stores all over the world, as well as
online.

~

The Big Issue was launched in London 1991, as a business
solution to help homeless earn anincome from selling a maga-
zine whose content was aboutthe situation of homeless people
and other socialissues. The magazine has a weekly circulation
of 100,000 copies, sold by homeless and long-term unemploy-
ed people, and the idea has been replicated in more than 120
countries. The foundation of Big Issue supports the vendors

in different ways, for example helping them to open bank ac-
counts, access health services, find accommodation, recon-
nect with families and friends, train and learn for future job
opportunities.

/

Serving the underserved W

N

iDE is an NGO that works with market-based approaches to re-
duce poverty among rural people in Asia. In addition to deve-
loping their own products, they support other organisations to
generate income or to address issues related to poverty. Quite
often charity organisations, as well as entrepreneurs, who

come up with ‘solutions’ for poor people are ill-informed about
T p poor peop

user behaviours, desires and preferences, which leads to fai-
lure. IDE is constantly asking and researching questions like:
What are the primary drivers that motivate people to act? What
are the triggers that may be able to move and motivate peoplein
a particular community? Together with the world-leading

~

design firm IDEO, iDE developed a ’human-centred design tool-
kit’, which is a free innovation guide for social enterprises and
NGOs.

Shai Rashef started the University of the People (UoP) with a
vision to provide degrees in Business Administration and Com-
puter Science to those who would otherwise not afford or have
the possibility to get an international high-quality university
degree. In 2014 the UoP became accredited by the US Depart-
ment of Education and has succeeded in cutting most of the
cost of higher education for their students.

/

The enterprise as an advocate and mobiliser W

/
GroPlay was one of the first children’s game providers in Sweden
to teach children about sustainability and wellbeing. Their puzz-

les and board games teach kids how we can make personal
choices about polluting or preserving nature and what actions

\ are necessary to live a sustainable life-style. As they started

to develop online games, the element of competition has hel-
ped GroPlay to create an experience that kids love to return to.
Their business model is just like any other game developer, but
everythingis focused on teaching children how they can contri-
bute to persevere and nurture nature, and themselves.

N

~

Documentary filmmaker Ulla Lemberg has spent decades
highlighting the situation of sexually abused children. Most of-
ten filmmakers are completely dependent on grants to be able
to produce documentaries. She started her own foundation
Change Attitude to be able to engage award-winning direc-
tors in different countries with Ulla’s vision of a world free from
sexual abuse of children. She is collaborating with a producer
who complements her with his sales skills. Thanks to the high
quality of the productions, the documentaries are sold to TV
channels and other organisations.

/

N
w
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The social business

Who is fit to be a social entrepreneur?

In the previous description of entrepreneurship, there are many
different characteristics and properties of an enterprise, which
has to be embodied by the entrepreneur: understanding oppor-
tunities, organising and risk-taking. The entrepreneur needs to
be driven (i.e., willing to take the lead and work hard) and have
a clear idea about what the objective and purpose is. The en-
trepreneur does not need to know sow or exactly what can be
developed and delivered to reach this objective, but needs to
be able to sacrifice the time needed and most often tolerate the
non-existent or unstable income. A clear idea about what results
and what impact it should lead to must be available from the
start. Anything else means that the enterprise keeps you busy,
but it will not go from pilot stage or freelance work to a proper
business.

The ability and willingness to take risks in order to develop new
products — as well as paying for marketing and other expenses
where you simply cannot know if it pays back — is something else
you must be prepared to do as an entrepreneur. The financial
uncertainty is of course a real, practical barrier for many, but an
entrepreneur will find a way, such as starting the company part-
time or getting supplementary income from contracted work.

Perseverance and flexibility are other key assets. One out of
three start-ups go out of business after only three years. Ty-
pically, it is only after five to seven years that companies be-
come profitable. Entrepreneurs probably don’t want to think
about this fact, as most develop business plans that show fan-
tastic growth and profits after a few years. Natural as it is to set
ambitious targets, one also needs the flexibility to change plans

when profits are further away
in reality. Some serial entre-
preneurs that I have inter-
viewed share one common
piece of advice: ‘Fail fast
and cheap’. The important
thing is not to be right from
start, but to act quickly and
not take too long to create
the perfect product. Near
perfect is good enough when
you run a start-up and your pri-
ority is to get income as quickly
as possible.

Are entrepreneurs born or can a person

become an entrepreneur? Some seem natu-

rally born entrepreneurs who start setting up com-

panies at a young age and whose formal education does not seem to
matter. Yes, for a lucky few that works, and quite often it is because
they have been wise enough to understand that they are definitely
not good at everything, but need other people to bring key skills to
the team. Research shows that some entrepreneurial capabilities
can be enhanced with training and business coaching; for example
we become more comfortable taking on risks the more we practice
doing it. We get better at being flexible and mentally prepared to
change things if we are disciplined about evaluating several busi-
ness scenarios, not just believing that the first plan we come up with
is the one that must work. Entrepreneurs, however, tend to be more
optimistic than the average person. That is why failing is not the
worst thing that can happen to an entrepreneur; it is just a matter of
trying something different.



Questions to consider

What is the vision of my organisation?
Why is running a business the best way to realise this vision?

What are the biggest challenges that I am likely to face in the coming years?

-
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|dentifying business
opportunities that solve
problems in society

Identifying business opportunities

A commercially driven entrepreneur is often ba-  help solve the need) and be clear about who will pay for this,
sing her or his business idea on improvements  before the opportunity can be assessed properly.
of existing products and services, or a combina-
© tion of services and business models that may
not have existed or been exploited before. The Crowd-source knowledge
social entrepreneur can also come from a simi-
lar product or innovation perspective, with anidea ~ Whichever perspective you come from, a key success factor
that can improve or develop the social and environ-  to be able to identify opportunities is (some) prior know-
mental aspects. Examples include changes in design, pro-  ledge of the field that you are interested in, plus a desire
duction processes, material and so forth according to the prin-  to understand the problem in-depth. If you are unfamiliar
ciples of circular economy, and improvements in HR policies  with the area, acquiring as much knowledge as you can by
and pricing to change the distribution of economic value among  connecting with other people (not just searching for answers
stakeholders. online) is essential for a productive process. An ‘outside per-
spective’ on a problem can be good if this means some kind
Then there are social businesses, which start in response toa  of knowledge applied into a new area, but not if it is just a
need among people who are underserved or marginalised. The-  blank mind without any particular expertise or contribution.
se are the challenges of poverty, unemployment, social integra-
tion, affordable health care and so forth. Regardless of which ~ Aninclusive approach to product and service development —
approach you take, the saying ‘ideas are cheap, but action is dif-  where you validate ideas together with end-users and custo-
ficult’ is very applicable when it comes to making businessideas  mers after your internal round of idea development — is re-
a reality, because of the need to make money. commended in order to align your own ideas to assess the
business opportunity. The process of identifying opportuni-
Entrepreneurs coming from a product perspective have a shor-  ties needs to be done continuously. Put the ideas into prac-
ter way to go, since a concrete product or service idea can be  tice as soon as possible.
tested against a potential market. A venture that starts assessing
potential solutions to the needs expressed by people, neverthe-
less, need to define the specific service or product (which can




K Identifying opportunities is a creative process, where you can use the following steps: w

a )

1. Problem identification.
Coming from a product perspec-
tive you can for example des-
cribe existing value-chains

or business models in the
areayou are interested

in. What is the problem

from an environmental

or social perspective?

Coming from a needs-based
perspective, describe the %

problem of the target groups as

specific as you can by answering when, where,

who, what, why and how the problem is manifested.

3.Ideadevelopment
Cluster the ideas that were generated in the previous step.
Think about how you cluster; an innovative idea may be develo-
ped by bringing together two previously unrelated items such
as product features or a new way of combining
resources.
w

‘k\
Review which ones to consider de- { 0 X
veloping by assessing the following

aspects: How new is the idea? l‘/(/ / oy

(Do not answer this question without \ (]
some research!); Does it target a user “ ﬁ
who would be able and willing to pay gt N
forit?; If the user cannot pay, how would A Y Z

the company get paid?

2. Idea generation
Write down and draw pictures of as many potential so-
lutions as possible. Brainstorming and mind-mapping
are useful methods when engaging many people with
different types of backgrounds and professions. There
is little point trying to search for possible answers for
too long. The bestideas are most

often realised quite quickly or

even ‘accidentally’. You may
find thatyou leave the
exercise for awhile and
asyou do something
completely different or

\ /

[«
talk to other people, a / P
possible solution comes Py D:
to mind. It can there- ~ — 7\

fore be fruitful to do the (! :O
idea generation exercise on i L
two occasions, about a week

apart.

After this you go outside your own team. Continue to
develop the ideain collaboration with the beneficiaries
or potential customers. Use your social network. The
further away your social connections are from yourself,
the better they are in helping you provide more diverse
input and evaluate your idea.

~ - \‘//
QD)
\\{/ ( \//
(2 2N
\
7o
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Identifying business opportunities

Some organisations have taken the three steps of opportunity
identification and used them to solve human needs in commu-
nities. Here is a short summary of their practical advice, when it
comes to ’grass-root’ involvement in the ideation process. More
information is available at each organisation’s web site.

The Honey Bee Network

~
-

Honey Bee was started by one of the early pioneers of soci-
alentrepreneurship, Anil Gupta. His philosophy is that even
in a poor community people already know what solutions
they would need, but they do not have the means to develop
them. The volunteers of Honey Bee therefore collect and
document grass-root ideas and traditional knowledge in
order to promote them in their network for further develop-
ment. Twice a year they organise Shodh Yatras — ’journeys
of exploration’: People who are interested in participating
are invited to walk to villages with an objective to disco-
ver, learn and share. Different events are organised such
as 'Creative Problem Solvers’ to discuss and explore new
organic farming techniques; recipe competitions to explore
use of lesser known crops and herbs with medicinal values;
scanning of old literature to identify ideas and wisdom that
has not been spread, and so forth.

J

/)

IDEO’s Human-Centred Design Toolkit

~
-

IDEO call the different steps 'Hear’, 'Create’ and 'De-
liver’, and the results should be solutions that are de-
sirable, feasible and viable. When talking to people in
the target community, they recommend that one-third
of participants are the ’ideal’ users: Those who adopt
technologies and who are leaders or influencers. One-
third are the opposite extreme: Low users of technolo-
gy, possibly because of poverty and low levels of edu-
cation, and less 'successful’ in the community. The
one-third in between are the average’ people. Choose
an appropriate research method, depending on area
of interest: Individual or group interviews, work along-
side people, stay overnight, self~-documentation, etc.
Try to ask basic questions, without making assump-
tions about what people will say, or about what you
observe is happening.

~
N




Questions to consider

How did you come up with your business idea?
What did your process look like?

In what ways have customers, end-users or beneficiaries participated?

19
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‘Business modelling’ they call it

'‘Business modelling’

they call it

/ The term business model is one of those expres-

sions that is so often used, but with different me-

anings attached to it. I used to work in the inter-

- net industry and the standard question in Silicon

~ Valley when start-ups met was ’So, what’s your

business model?’ This question meant how and

who do you charge for your services?’, as the inter-

net was moving from all-free to paid services. Even

the investor community seemed to use the concept of
business modelling in this most simplified meaning.
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We still see company valuations that are mostly related to the
number of (potential) users, rather than based on a deeper un-
derstanding of the other elements of a business model. Let us
take a look at what they are. Below is a summary of the different
building blocks of a business model. Each element will be explai-
ned in more detail after this. A traditional business model starts
with the customers. For the social business it will start with the
beneficiaries.
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Business model components

1. Beneficiaries —the people whose problems and challenges the orga-

nisation wants to address. They should be well-defined groups that
the company targets and engages. Beneficiaries can be an external
target group and/or an internal resource for the organisation.

. Value Propositions — designed to solve the problems and needs of

the segment you have selected. If you target several segments, your
propositions need to be adapted accordingly. As a social business,
you will probably develop a social value proposition as well as
one or several commercial value propositions.

. Customer Segments — the different types of paying customers
that the business is targeting. Addressing a niche in a market, or
the mass market, will have implications on all the other elements.
How you define your target customer segment (the key attributes)
is important for how you will later identify them for communica-
tions and sales.
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Channels - the places where you communicate, sell and distribu-
te your products or services. There are direct channels (your own
stores, delivery directly to customers, etc.) and indirect channels
(vou sell via others).

Customer Relationships — developing and maintaining a relation-
ship with the customer segments by defining what the customer
experience should be when a person interacts with your organisa-
tion.

Resources & Capabilities — internal resources and skills that are
needed to develop and deliver sustainable and competitive pro-
ducts and services.

Partnerships — external resources such as funding, development,
distribution, etc. Many start-ups are naturally very limited by
their own resources, and can take advantage of acquiring know-
ledge and input to the organisation by developing external net-
works and partnerships.

8. Revenue Streams —a business should strive to develop several
ways to generate income to the company in order to minimise
financial dependency on one type of revenue, or revenue from
a limited number of customers.

9. Cost Structure — low costs to operate is of course impera-
tive to succeed in underserved markets. This is an area often
overlooked by start-ups, who set a market-based price on a
product and turn a blind eye to what the real costs to produce
and deliver the product are.

Some would add one more element to these building blocks:
’Key Activities’. This, however, is not essential to a business mo-
del, but more about how you will execute the model. After you
have analysed and described the different elements of the bu-
siness model and your strategy, you list the activities which will
be necessary to operationalise it.
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One of the purposes of going through the exercise of carefully
designing the business model is that it should help you see how
you can create competitive advantage. Competition may seem far
away, and perhaps not even relevant to a social business, but com-
petition also refers to people’s existing behaviour. If they do not
buy your solution, what are the alternatives? A good business mo-
del will be very clear about what your organisation is offering and
how it is offered, in a way that is economically sustainable.

The business challenge

What are the most common difficulties that social businesses
have when using a business model approach? Firstly, the entre-
preneur or the management needs to be clear about how im-
portant profit making is to the organisation. Whether the
profits are re-invested is a later question, and first you need

to consider its level of priority. When is making money

the main focus of the business? It is very difficult to al-

ways have two equal priorities (profit/income genera-

tion and social value creation)? These two objectives

can be managed practically by first developing a bu-

siness model that will allow for both. After the first

or second year in operation, you may allow different

objectives to take priorities at different times.

Let uslook at an example: A vocational training cen-
tre for people with cognitive difficulties in India is
aiming to teach youth different agricultural skills in
order to help them find jobs as adults and to showcase
to the communities in the area that a mental or phy-
sical limitation of a person does not make them com-

pletely incapacitated. To keep the centre operational, it needs to
finance a part of its budget by generating its own income.

At first the centre tried many different crops to grow and had seve-
ral types of animals, which gave the students good possibilities to
practice many different things. The result, however, was also that
the centre did a little bit of everything, and the crop output was quite




poor. The centre decided to take some time to review things and re-
consider their operations.

An agricultural expert came on board to help judge what crops
would create the best yields considering both the local geographi-
cal conditions; what type of work the students could do with mostly
manual labour; and how the products could differ from what was
already available in markets. Most of the animals were sold and the
centre concentrated on fewer things.

By allowing the financial perspective to take priority for a while,
the organisation could also increase its social value creation as the
students were involved with a more business-like operation, pro-
ving that they have a value in production.

The main, practical differences between a traditional business mo-
del and the social business model lie in this challenge, which has
implications mostly for the resources — how much of the resources
is spent on the beneficiaries and how much on the customers.

Getting the business model right is difficult and will most certainly
require several iterations. Do not be afraid to try things out and
test what works. Research and fine-tuning can be done in parallel
to marketing and selling your product. It is also important for one’s
confidence and encouragement to get some early, no matter how
small, successes that the business can continue to build on. Long-
term success is built on a succession of short-term successes.

The social value proposition

A social business is based on a mission to contribute to society
by offering a solution of some kind. This solution needs to be
concrete and have a clear value to the individuals, groups or
other organisations that it is offered to. Who will benefit from
the solution that you are proposing and in what ways? These
are the beneficiaries or stakeholders. What you are offering as
a solution is expressed as the organisation’s ’Social Value Pro-
position’.

In the introduction to this book, there were several examples of
social businesses and the beneficiaries that they are addressing,
such as people with varying physical and mental abilities, vic-
tims of sex trade, poor and low-income households and so on.
Their social value propositions are intended to offer not only
’productive’ value, such as income opportunities and new skills,
but also intangible values such as opportunities to build positi-
ve self-images and dignity, safe work and living environments,
hope for the future for oneself and one’s family. A social value
proposition can be rich and contain many of these aspects of
tangible and intangible values. For those organisations that are
focused on environmental sustainability, the proposition will be
a ‘Social and Ecological Value Proposition’.

It is a good exercise for the organisation to take some time as a
team to discuss and list what these values are in your current of-
fer, and what they could be in the future. It can be helpful to first
be clear about who the stakeholder is — draw a concrete picture
of her or him. Who is this person, what does she or he want in
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life and what are her or his li-

kes. Many social enterprises

spend too much time thin-

king about what their bene-
ficiaries or stakeholders need,

as oppose to what they want

and desire. It has left many en-
trepreneurs surprised and dis-
appointed that their offer has not
been accepted and taken up, as it
was so clear that their product had ma-
jor benefits.

Working with beneficiaries versus
customers

The social (and ecological) value proposition is the foundation
of the social business’ reason to exist. It can be adapted over
time, refined or expanded, as the organisation grows. It also lays
the foundation for the Commercial Value Proposition (CVP).
These two types of propositions need to be separated and clearly
distinguished if the beneficiaries are not the ones who will be the
paying customers. Quite often in a social business, the benefi-
ciaries or stakeholders are part of the production or delivery of a
product or service, which is delivered to a customer. Hence, the
word customer means an individual buyer or a buying organisa-
tion that bring revenue to the social business.

Zainab is running a cleaning and maid service in Cairo and
her business is the first local organisation that can offer women
proper employments including training and insurances. She can

offer fair and safer working con-

ditions compared to agents who

hire and fire cleaners on behalf

of clients. The commercial value

proposition is based on the high

quality of the services. When the

women are trained and well looked

after they can also do a better job,

and this creates a possibility to charge

a premium fee to the customers. On the

surface, this business may look like any

other cleaning company, but it was started out

of a concern for how low-skilled women are being

contracted with no job security and no possibilities to

protect their employments, for example if they would be absent due

to sickness. When the beneficiaries and the customers are different,

as in this example, one common consequence is that it will require
more resources than a traditional commercial business.

A traditional business hires those that are most suitable and availa-
ble to the organisation, and ideally it has a choice among competing
candidates for each position it needs to fill. In the social business,
the organisation may work with the reverse logic — the less employa-
ble a person is, the more value could the business possibly deliver by
taking on this person and starting to train him or her. Developing
and supporting human resources in the organisation is something
that many managers find take up a large share of their time and
energy. If the business works with this reverse social ‘employment
logic’, then this will require a lot more resources and focus on the
people that the organisation engages internally. It will be a people-
based business and as an entrepreneur you will simply need to love
to work with and patiently support individuals. Who you can and



want to employ is a key factor in determining how long time it will
take to develop and grow the business.

Participation

Another difference between working with beneficiaries and custo-
mers are the extent to which you allow for participation. If you are
serving a community, for example, you may rely on the community’s
acceptance and trust as a collective in order to develop your orga-
nisation and work with this community. Their participation could
mean a greater commitment to implement a project or achieve cer-
tain objectives. Another argument is that the participation of be-
neficiaries is about mutual learning. A traditional company wants
to know as much as possible about its customers and users, but has
little obligation to give anything in return. A social business will
strive for dialogue and a process in which a mutual learning ex-
perience involves their beneficiaries and/or their communities, for
example during the opportunity identification process (described
in the previous chapter).

People cannot be developed; they can only develop themselves by
participation and co-operative activities which affect their wellbe-
ing. People are not being developed when they are herded like ani-
mals into new ventures.’ (Julius Nyerere, 1986)

Participation and co-creation means working with people, rather
than for them.

The commercial value proposition

Companies create value by producing and delivering different
kinds of products and services. The ‘Commercial Value Propo-
sition’ is simply the offer you are making for your paying custo-
mers: consumers or other businesses. The value of this offer can
be described and communicated in many different ways. Ask
yourself if your value proposition to customers allows the pro-
duct or service to ‘stands on its own feet’. Do customers need to
be convinced to buy something from you because it is simply a
very attractive product, or does it need to be sold with the ethi-
cal value attached to it? There are pros and cons to making the
social aspects of the proposition into a customer-oriented part
of the sales message.

When it works well: Fair trade coffee has beco-
me the standard preference in Northern
Europe among those who are buying
premium coffee. No coffee produ-

cer can sell its product without a

fair trade label, since coffee is a
commodity product sold in an
extremely competitive market,

where additional attributes to

the product (such as ecological

and fair production) are expec-

ted by the consumer.

When it works less well: Poor qua-
lity handcraft that is sold in special
charity shops with the main message of
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buying anything as long as it
is produced by a person in a (\
poor country. This is not a

value proposition, but an ap-

peal to donate money in ex-
change for a token.

(o
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Research shows that the more re-
quests for help that a person sees,
the less willing that person becomes

to spend money. The simple ‘help’ mes- 4()

sage therefore does not always work; the

product or service needs to fulfil another — and

let us be realistic — probably more egoistic need for
the customer.

Market research

In order to understand what potential customers are willing to
buy, you need to acquire independent data. Surveying friends
and family and anybody you know is not a good idea. People
you know may give you good business advice on many points,
but if you have ‘friendly users’ from the start to provide first
feedback on your product, be sure to test your value proposi-
tion properly with the real target group(s). Doing focus groups
(group interviews) may provide very valuable insights and give
a good idea about the immediate, spontaneous reaction to a va-
lue proposition.

It can also provide information about where and when a person
would prefer to buy something, what would make the offer more
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attractive and so on. It is

very important to con-

sider how questions are

asked in order to get use-

ful answers. Market sur-

veys should not be used to

prove to anybody outside

of your organisation that pe-

ople will buy your product, but

should be used mainly in order

to learn about the customer and

what you need to improve. Individual

or group interviews are the most common
methods to gain customer insights.

~N

Some guidelines for market research: Be careful about the
selection of participants so that you know what profile they
have. Do you wish to include ‘early adopters’ and ‘opinion
leaders’, or ‘ordinary’ consumers? If the price is an im-
portant factor of what you offer, then make sure that each
focus group has participants with the same socio-economic
profile. If there are other demographic attributes, which are
important to the benefits of your offer, you must make sure
to include those participants to validate — or reject — these
benefits.

Location may have great importance to the results. Try to
ensure that you do focus groups in several locations to spot
differences and similarities.



Questions can include four or more areas:

1) Questions that relate to peoples’ existing behaviour. How are
they currently solving the problem that you are trying to address
with your products or services? Are they happy or discontent with
their current solution? What is important to them when they buy
what they currently use? Who is making the decisions in the family
(if they have a family) about what to buy? How much money do they
currently spend in this area?

2) Questions that relate to peoples’ personal needs. What is most
important to them in life? What do they want for themselves and
for their family (if they have one)? How important are traditions?
How important is personal success? What do they think about the
environment?

3) Describe or show your product and ask open, neutral questions
about what participants think about. For example: "If there was a
product that could... (describe functionality and benefits), would
you consider using this product?’,”"When/how would you use it?’, and
‘Where would you like to buy it?” Ask questions that relate to each
benefit that you have suggested and ask participants to rank how
important this benefit is to them. Ask if any specific functionalities
or conditions influence whether they would buy the product or not.

4) Find out about the competition. Ask participants if they have
seen or used a similar solution. How does it compare? What do they
think of the companies behind those solutions?

Other ways to get customer insights is to ask them to describe and
document something, for example a day in their life through pictu-
res, videos and texts. You can also gain customer insights when you

allow customers to try a product for a limited time while you
are trying to find out as much as possible about how they use it,
what works well and what may work less well. This can be done
by observations during the trial and by formal questionnaires
or interviews after the trial.

Find out more about different methods and how to prepare
yourself in IDEO’s Human-Centred Design Toolkit at
www.ideo.com/by-ideo/human-centered-design-toolkit

Combining social and commercial value propositions

Iris Hantverk is, as you may remember from the first chapter,
an organisation that has created job opportunities for blind and
visually impaired people in their production of brushes and
other handcrafts. The first impression Iris wishes to create is
about the beauty and quality of the well-designed, handmade
products, produced with century-old traditions.

The fact that employees are visually impaired is translated into
the marketing message that Iris’ products are made ’by hand,
with sensitivity’. Their commercial value proposition is "well-
designed everyday items with a long shelf life, objects worthy of
nurture and love!” Note that is does not give the customer any
ethical reason to buy the products and that love can certainly be
a commercial message. The story behind the organisation and
how products are made is embedded in product leaflets and on
the web site. The commercial and social propositions blend in a
well-balanced marketing message.

In some sectors the commercial and social propositions are na-
turally blended, for example in the health, education and rene-
wable energy sector. There are still ways to develop a business
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model which creates more social value. This can

often be done by choosing target customers, and
paying attention to features in the value proposition which
make the product or service useful and attractive for those who
are currently underserved in these sectors.

The existing, established companies will not be bothered with
this; they are used to doing business in a certain way and with
a certain type of customers. Established businesses are slow to
change their business models.For example, certain technologies
and skills that used to be provided only at large clinics, entrepre-
neurs can now bring to smaller medical centres. A very limited set
of high-quality health services are offered, so that more people
get affordable health care, as demonstrated by HealthPoint Ser-
vices in India and MeraDoctor, that provides consultations over
the phone.

Judging the potential of a CVP

The potential market for your value proposition is in its simp-
lest form expressed as the number of people who are in the tar-
get group (or customer segment, which is explained in the next
chapter), which your company may be able to reach. Be practi-
cal. First decide whether your market is local, regional (nation-
wide or neighbouring countries) or global. If you are a business
offering something to other businesses, the geography may not
matter as much as the sectors you are addressing.

Far too often I have seen business plans where the entrepreneurs
confuse their potential market with the entire market. XXX
address people in Africa who live on less than $2 a day’. This

gives a rather naive impression, putting all African countries to-
gether as one market, and it is completely unhelpful as a starting
point for a marketing strategy for a small company.

Once you have narrowed down which geography and/or sectors that
you operate in, you decide which customer segments that you are
addressing and the size of these in number of individuals, house-
holds, groups or organisations. The last thing, an important step
that many skip, is to think about what portion of these segments the
company may realistically be able to address. This is not the same
as how many will become your customers, since only a fraction of all
potential customers do become customers. This is called a ‘conver-
sion rate’. How many people or organisations you need to talk to in
order to win one customer naturally varies a great deal, depending
on what kind of product and service you offer, as well as how effec-
tive your marketing strategy is. The portion of a potential market
which a business can win is called ‘market share’.

The first launch is most challenging, when nobody knows who you
are and what you offer. Many start-ups find that there is a network
effect to acquiring customers and growing the company. You need a
so-called ‘critical mass’ of customers or users that may be acquired
over a longer period while you are trying different marketing strate-
gies. After reaching this point, customers will start recommending
the service to new customers, your brand will become more known
and you will get visibility in the market, which will accelerate new
customer acquisitions.



Identifying your customers

If you have defined a very specific need, and spotted a business
opportunity, you will then need to assess what kind of people who
have this need or challenge. They are not necessarily the same type
of people with the same personalities only because you identified
a common issue or a common need. People vary in many different
aspects, and the business needs to know some key facts about its
customers in order to successfully market to them and build custo-
mer relationships.

Customer segmentation is firstly a method to split the population or
market into smaller pieces, so that a business can practically work
with a market. Secondly, it is a method which requires a company

to investigate what customers really are like, how they think, and
how they behave.

The benefits of segmentation

The main reasons to do customer segmentation are:

Identify your customers and users. How many are they and where
are they?

Understand what they need, aspire to and how they behave.

Understand the best way to reach them for your communications,
for sales and after-sales.

Tailor the value proposition — including features of the product
or service, the packaging and the marketing — to each customer
segment in order to increase chances to sell.

Set an appropriate price in relation to customers’ income and
willingness to spend.

Analyse the profitability of different segments once a segmen-
tation model has been implemented.

Start with demographics...

The most common way to divide a market and to find common
characteristics in different groups is by demographics: gender,
age, location, income level, education level and profession. If
you have problem finding data, even one attribute is better than
none. Think of the simple difference between how marketing
communication is done for women and men.

Let us use perfume as an example. Besides the actual differen-
ce in smell, other differences will be colours and images on the
packaging, price (men always get away with a lower price on
perfumes and cosmetics), and choice of advertising channels.
Social propositions are very often communicated differently
to men and women (for good or bad reasons). Since it is often
presumed that a woman in a family will be the main caretaker,
communications about health services, education, insurances
and nutritious food are often tailored to a female audience.

Demographic attributes, which include where people live, make
it easy to identify and to address people. In many countries it is
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possible to buy lists of addresses to the peo-
ple you wish to reach. This simplest type
of segmentation works quite well for ba-
sic consumer goods and services, and it
works when a company sells something
that is in strong demand. But when the-
re are lots of companies selling the same
thing, then they also need to address more
personal needs that the customer has.

...then add personal needs

Consumer marketing is based on psychology, and the Stanford
Research Institute found through their global market research
that there are three ‘primary drivers’. These are ideals/values
(traditional or politically aware people), achievements for one’s
family or for oneself, and self-expression. Think about what ’dri-
ver’ your proposition may correspond to.

When you communicate with a segment that consists of ideal-
driven people, include facts and principles. Achievers will be
more interested in how your product or service can help esta-
blish and show their social status. This is why marketing and
branding uses aspirational models and images. Self-expression is
a common driver among quite affluent groups, including young
professionals who do not yet have their own family, and are att-
racted to propositions that include variety, and social and phy-
sical activity. They are willing to try new things, as they are more
risk-taking than other people.

Many companies that address underserved

segments get this wrong and believe that if a

person is poor, she or he will only care about

basic needs and there is no point in commu-

nicating benefits that relate to more perso-

nal needs or use any aspirational branding.

In my own research I have discovered that

regardless of income status, young people in

very poor communities will have high demands

on a so-called ’essential’ product and it will not

sell if it is not perceived as attractive and well-suited

to them, from several perspectives, not just the price. In

other words, a person can have basic and advanced needs at the

same time. If you can find out about personal needs and motiva-

tions, and not stop at what seems to be the most obvious physical
need, you can build a stronger proposition.

Business customers

If your customers are other companies, then the emphasis is mostly
on demographics and purchasing behaviour. Business customers are
typically grouped according to:

e Sector

e Size of organisation

e Purchasing behaviour (public tender, open to proposals, buy at
certain points in time, etc.)

e Type of buyer within the company (HR, marketing, logistics, etc.)
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Defining your model

Once you have done your market research you should decide if
you wish to address one or several customer segments, and how
you will distinguish them from one another. The following mo-
dels are the most commonly used in marketing. Cakes are used
as a symbol for the market which you are addressing.

Putting customer segmentation into
practice

One reason so many start-ups do not survive in the long-term
is that what they believed to be the greatest idea in the world,
was not a good idea from the customer’s point of view. Entre-
preneurs tend to confuse their own preferences and beliefs with
what potential users think. A market study is first done to learn
about the different types of customers. Use this information to
describe the most important characteristics of your target seg-
ments. Keep it simple and include just a few demographic and
needs-based attributes for each segment.

After you have developed your own customer segmentation mo-
del, you have a more clear idea about who your customer is and
what she or he needs. The first opportunity to use your segmen-
tation model is during the innovation process. There are many
arguments for involving users early in the innovation process:

¢ Plenty of input and feedback at the start of your project or
product development will help ensure that you have not mis-
sed information, wishes, and preferences, which make the
offer more compelling.

s /‘A——f;/
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This is simply called a’'segmented
model. Each slice represents customer
groups that are quite similar to

each other in demographics, needs or
lifestyles, and each slice differ from
the other slices in one or perhaps two
main attributes. You decide which of
these segments you wish to address.
The more segments you address, the
more resources it will require.
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This is a ‘niche segmentation model. It is for a specific and quite small
group of customers which you have identified as your target group. The
more niche-segmented you are, the more intimately you can get to know
your customers, and the closer your offer will be tailored to their needs.
This is probably the most common model that companies use when they
enter a market. If you are successful in a niche segment, you may expand
into other niches later. A business can also grow by offering additional
products and services to the same niche segment. Once you have acquired
acustomer there may be opportunities to offer services which support
the product the customer has bought. This is an important strategy not
only to grow profitability in a business, but also to offer a sustainable
value proposition.

An example of this would be a gym and training centre like SheFighter

in Jordan (see Entrepreneur portraits, page 87) . The core offering is the
physical facilities and group classes, and the revenue comes mainly from
membership fees. The content of the classes, the instructors and what
the gym looks like are important points of differentiation when a person
compares different gyms. Once a customer starts coming to the gym,
SheFighter has more to offer in terms of courses and personal coaching,
which increases the income from the same customer segment.

Here are some cakes that are not related to
each other atall. Thisis the case when compa-
nies realise after some time that there are new
business opportunities that they had not initi-
ally thought of. The business "diversifies’ and
starts offering a new service or product to new
customer segments. The customers and the
offers are unrelated to each other. An

example is the largest manufacturers in the
food industry. They develop different brands
and different products to cater for different
segments in a market.
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This cake represents a so-called 'multi-sided platform?’. It
consists of two independent segments that must be connec-
ted to make the business model work. A credit card provider,
for example, must address consumers as well as retailers

to make their card used. Consumers and retailers are both
customers, since both pay something to use the financial
service from the credit card provider. Services that are partly
financed by advertising and sponsorships will also have these
very different types of customer segments.
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e Having more people involved in the innovation and co-crea-
tion stages will speed up your process, especially if you need
knowledge and expertise which you do not have yourself.

e Detect early on how preferences differ between different
customer segments, geographies or sectors.

e Users who participate in development and try early versions
of products can become your advocates and references.

You may be surprised to find how many are willing to help you
develop your idea. Offer something simple in return, such as
being the first users and customers as you launch. In the dis-
cussion above about the social value proposition, there is also
a social aspect of allowing stakeholders to influence the solu-
tions that you intend to offer them. A feeling of joint ownership
can increase the shared value that you are striving to deliver to
society.

The second opportunity to use the segmentation model is when
you describe the value proposition. Each segment should have
its own value proposition, since the value should correspond to
the uniqueness of each segment. You can start with a relatively
simple model and refine it by helping potential customers choose
you. How? It can for example be done by describing the benefits
of each offer and create different packages.

Once you have defined the proposition(s), use customer segmenta-
tion to develop your go-to market strategy. This includes decisions
about how and where you will make your product or service avai-
lable to customers (the ’distribution channels’), what should cha-
racterise the customer relationships for each segment, and finally
what communications and PR would be most appropriate for each
segment.



Example of segmented value propositions:

Needs

Offer
Positioning

Offer
Benefit

Upmarket Aces

« Hectic schedules, both work and socially.
Constantly on the move

¢ Costisn'tbarrier to them using their phones

« Know they’re valuable & expect good
treatment

Playful

« Loveusingtheir phone and not restric-
ted by call cost or purpose

« Sociable group — focus is family and
friends —work is less important

« Mobile isalways on, a source of excite-
mentaswellasareassurance

Mobile Utilitarians

« Practical about their phones, with not
much use for additional functionality

¢ Their mobileis integral to their lives, but
believe it should be controlled

Leisure Roamers

« Their mobile is a constant companion, cost
isnota barrier
« Seetheirphones as afashionaccessory

A

Panther

Dolphin

K
} anl

Racoon

Canary

One of the most successful marketing campaigns that Orange
did for its mobile services was using a creative concept of pic-
turing the different customer segments as different animals.
Note how the benefits all refer back to the different needs.
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Questions to consider

Who are my customers? What describes them?
What are their main drivers and motivations? What needs do they have?

What values and benefits can my organisation offer them?
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Choosing the right channels

Every time you walk into a shop, you are from a marketing per-
spective in a ‘distribution channel’. The shop may be owned by
the same company that has produced the items on the shelves —a
‘direct’ channel — or the store owner may simply stock products
from different suppliers — an ‘indirect’ retail channel. A distri-
bution channel (also called marketing channel) is where the in-
teraction with your customer takes place through another orga-
nisation or via individuals. Channels can be online, by phone or
physical places. They can be automated by a technical platform
or staffed with people.

Channels are selected with the following things in mind: What
is the best way to reach potential customers? What would be the
easiest way for my customers? What is the most efficient from a
cost perspective? Do I want to take advantage of other brands,
which my customers trust, or do I prefer to build my own brand?

If your business is providing services, the channel can also
include the customer’s own premises. A catering service, for
example, may use online, published media and word-of-mouth
as the channels to announce its service to potential customers. It
probably takes orders over the phone and then delivers the food
to the customers. As we can tell by this simple example, com-
panies most often need a mix of different channels for different
purposes.

Intermediaries and agents may be important middlemen if your
organisation is too small, or lack some of the criteria that the
customer requires in order to be able to buy from you. This may
be the case if your customer is a public organisation.

If your business idea is not to
produce anything, but to be
a retailer or re-seller of oth-
ers’ products, you face similar
choices: Where would be the
best place to locate your store
in order to reach the customer

@(ﬂﬂ

segments that you have identified?

Should you buy directly from manu-
facturers, or would it be more efficient

to buy from a wholesaler? Should you sell
under your own brand, or would it be better
to use an existing brand (franchise model)?

Micro-distribution channels

Franchise models and micro-distribution models are popular in-
direct channels that are deployed among many entrepreneurs and
small companies in underserved markets. In places where people
normally buy their products in open markets or in small, simple
stores, your product may also help develop these stores and create
value for both of you.

An example of this is Eco-Fuel Africa in Uganda. The entrepre-
neur, Sanga Moses, wished to create job opportunities for margi-
nalised women in his home village. After trying a number of diffe-
rent ideas, he started producing biofuel briquettes out of maize cobs
and other agricultural residue. These products were cheaper than
the charcoal that all families and local restaurants used and Moses
realised it would be a quite attractive product to sell. He looked for
women who were interested in running their own shops, selling the



biofuel and other things they

Direct Channel

Indirect Channel/
Micro-distribution

Multi-national
Indirect Channel

Mass-distribution

Indirect Channel

could decide on for themselves.

Moses paid for the cost of building

the simple kiosks, to ensure that they

would all look the same and that they
would be ideally located to sell his products.

Eco-Fuel Africa created a distribution network, while ensuring
that women who were single caretakers would be the main bene-
ficiaries in this business model. The business also sells directly to
restaurants and is considering selling to supermarkets, to cater to
other customer segments.

Micro-distribution through individual sales representatives who
bring products or services to customers are also common, in par-
ticular for things that are targeting women who may be spending
much time in or close to their houses. Different ways to do this in-
clude door-to-door sales, local outreach events or home parties,
for example.

Producer Producer Producer Producer
Agent
Wholesaler Wholesaler
¥ ‘!/ J/
Retailers Retailers Retailers
| J J J
Customers Customers Customers Customers
Pop-up stores

Sometimes your service or product is best positioned as a tem-
porary offer. You may want to test a market, or you might be li-
mited in the number of stores which you can afford to run. One
solution is to make a store open for a limited period; you then
may want to move on to another area. This is a common model
for health services; mobile vaccination clinics and certain health
scans are easy to move to different locations, and is done when
a health organisation wants to reach out as broadly as possible
to the general population. Businesses that include education of
users and communities can also take advantage of putting up
temporary locations, run activities and events for a limited pe-
riod, and then move on.
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Customer relationships

Each customer segment may need a different type of relationship
with your organisation, and this has implications for:

e How you win customers in the different segments
e How you create loyalty
e How you deliver more value to each customer

A good relationship reduces the rate of churn, customers who are
not coming back. To win a new customer costs more than selling
again to an existing customer, since the effort you need to convince
someone for the first time will always be higher. This is the reason
loyalty schemes of different kinds are so important, including dis-
counts or a freebie after x number of purchases. Rewards that are
promised in return for the customers’ performance (most common-
ly how much money they spend with your company) will reduce the
risk of bargaining and price comparisons at the first purchase.

Exceeding the customers’ expectations also increases loyalty. The
proof of an excellent or poor customer relationship is often evident
in how companies treat complaints and claims: Is it easy or diffi-
cult to reach customer services if a person wants to return a faulty
product or have a question about a service? What does it take to
get money back, if the customer wants to return what she or he has
bought?

Even though this is also regulated by consumer marketing law in
most countries, this is a sensitive point in the customer relationship

where many companies do a poor job. A social business has to take
particular care to ensure that weaker consumers — not all people
understand what agreement they enter into when they buy a ser-
vice, for example — are protected and looked after when it comes to
their rights.



Defining the points of interactions

A simple exercise to start managing your customer relationships
in a professional way is to literally or imaginatively walk with the
customer for half a day or a full day. What are their routines, how
are they doing the things that you are interested in observing in
relation to what you intend to offer? If you have already started
selling a product or service, ask where and how they first came in
contact with you (before having bought anything). What types of
contact do the customers have with your organisation at the purcha-
se or during the service delivery? What are the interactions and any
types of communication after this point?

This exercise can also be done with beneficiaries. Edgar Schein
came up with the concept of ‘empathy walks” Think about someone
who you consider to be most different from you. Establish a rela-
tionship and spend a few hours with this person. Write down notes
of what you learn about that person’s world.

Combine the insights you get from this exercise with the customers’
needs that you identified earlier, and think about how you could en-
sure that each point of interaction between your organisation and
the customer satisfy these needs. A customer who is value-driven
could be presented with the social mission of your organisation as
part of the first information you communicate with them. Where
and how this is presented can be determined by what you noted
during the customer day. Did the customer spend a lot of time in
front of the computer, seem to prefer to ask other people for advise,
or did adverts or offers in magazines seem to matter?

K Improved experience for cancer patients

An example of how insights about customer needs can
shape the customer experience comes from the Princess
Margaret Hospital in Canada. Researchers pretended to
be patients through a typical day at the cancer treatment
centre in order to get a first-hand experience of what it
may be like for a patient. Some patients were also asked to
write notes and take photos over a week, of the good and
bad key moments for them. Besides the obvious medical
treatment, cancer patients expressed other needs that
related to their healing process: The connection to the
outside world, the physical environment in the hospital
and their own sense of control over the treatment.
Afterwards, an’ideal’ patient journey was described, all
the way from the home to the clinic and post treatment.
Several mock-ups were built to test new ideas with pa-
tients. The hospital finally re-designed the space to
promote a sense of well-being, designed a new chair for
chemotherapy, and implemented a new IT system to al-
low patients and staff to get an improved overview of the
treatment and communication.

Source: Franser et al in HealthCare Quarterly, no 3, 2011.

~
~
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Everyone has competitors

‘There really are no competitors, what we offer is unique.’ It is a
very good thing to believe in what you are offering and its uni-
queness, but this statement is just as wrong as the previous one
about Africa being one, homogenous market. Those who believe
they have no competition do not understand what competition
means, and they may not understand at all why a great value pro-
position does not get accepted and bought. Competition consists
of five different forces, according to classic marketing theory:

1. The intensity of competitive rivalry. Those organisations
that offer similar things. For a social business, other organisa-
tions may not be seen as direct competitors but rather as ’co-
opetition’, — organisations you can partly collaborate with (for
example in raising awareness around an environmental or social
issue), and partly do something different from. You can start
analysing the intensity of competition by asking the following
questions: How many organisations are addressing the same be-
neficiaries and customers as you do? How innovative are they?
Are they spending a lot on marketing and advertising? Is the to-
tal market growing (number of beneficiaries and potential custo-
mers is increasing) or is it stable?

2. Threats of substitutes. This includes customers’ existing be-
haviour. What alternative solutions exist? It is a difficult thing
to motivate people to change their habits. What are your benefi-
ciaries’ and customers’ propensity to switch to something else?
What are the major barriers for users to choose your product?
What would make it easy to try and to buy?

3. Threats of new entrants. Start-ups or existing organisations that start
to operate in your area, offering something similar. It can be hard to
follow the evolution of new entrants, especially online. Since it is rela-
tively easy to start an online business, compared to off-line, you should
expect new competitors all the time if you have an online business.

4. Bargaining powers of customers. Since customers work against
you as they negotiate (trying to reduce price, for example), depen-
ding on how successful they are, it will affect how sensitive they are
to price changes in the long-term. This is one reason many compa-
nies introduce different kinds of loyalty programmes.

5. Bargaining power of suppliers. As above but in the opposite di-
rection. The suppliers may be very important in determining how
competitive your product or service can be in terms of price, quality,
features and availability. Do you have many or few to choose from?

The most common tool to win the competitive battle is for a compa-
ny to differentiate its offer. It has to stand out from the crowd. Think-
ing about how you can differentiate is a creative exercise where you
should try to pull in as much input and as many viewpoints as you
can for your first brainstorm: Customer insights, competitor compa-
rison, designers, behavioural experts, engineers, marketing. Diffe-
rentiation of a product is often hard and costly to sustain, but when it
comes to services we can use the human dimensions of relationships.

Now, think again about customer relationships and put yourself in
the situation of a hotel customer. Which hotel visits do you remem-
ber for their beds, rooms and the building? Which hotels do you
remember for what services it offered and how you were received?
If we can engage more senses (for example a feeling) to something,
we are more likely to remember it. Instant customisation, that the
customer can co-create its own product or service, is another way to
engage them and to gain their loyalty.
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Porter's competitive forces analysis

Time and cost of entry
Entry barries
Economies of scale
Learning curve
Patents
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Switching Cost
Propensity to substitute
Image of substitute
Product differentiation
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Resources & capabilities

During the work with the previous elements in the business
model, you have described what your social business will do for
its different stakeholders. In this section, the next elements focus
on how the business shall deliver its propositions. The organisa-
tion will need to build up certain resources and build the com-
petences according to its business plan and product road-map.
Resources are either tangible (e.g., staff, founders, board, equip-
ment, money, land, buildings) or intangible (e.g., trademarks,
copyrights, patents, brands, skills and competences).

A research study’ done on the contribution of intangible resour-
ces and capabilities to business success showed that the most
important resource is reputation. This refers to the reputation
of the company, and secondarily to the reputation of the product
or the service. Reputation is built on trust, and it takes often a
decade to build this, whereas other resources can be changed in
a much shorter time.

The resource needed during the start-up phase is naturally the
most challenging to figure out. A start-up or small company fa-
ces many constraints and needs to be able to prioritise and work
hard to get the first product or service out on the market. Try
to think of how external resources could be mobilised to help
you during this phase. Could the business possibly trade services
with another business? Are there any professionals who would
be willing to do a limited pro-bono work for the things the busi-

1 Hall, R (1992), ‘The Strategic Analysis of Intangible Resources’,
Strategic Management Journal, 13, page 135-144-.

ness could not otherwise afford? Some take on volunteers and in-
terns to solve resources issues. Volunteers need to be managed too,
so be careful that people always bring the capabilities that the orga-
nisation needs. A volunteer can otherwise be taking up a lot of your
time, with little productive output.

Define what resources the organisation needs long-term, and which
resources are not core and can be bought as a service.

A colourful, diverse team

To promote diversity within the organisation was initially a theory
of how to differentiate a business by Arthur Koestler and other
scholars. If you want to build an innovative organisation, do things
differently from status quo and solve complex challenges, then it is
quite natural that an organisation benefits from a mixed workforce.
A start-up or young company needs to test new ways and most likely
re-work its business model several times. It will help if the people on
board can then provide input from many different angles and walks
of life, rather than from the same background and schools. Diver-
sity is also important for other reasons, such as equal opportunities
in society. Entrepreneurs and managers need to be brave and hire
people who are not like them.

If your beneficiaries are part of your organisation, or part of the
production, there is a chance that a majority of resources are used
internally. Sometimes this happens at the expense of taking care of
customers and getting new customers. If this happens, the enterpri-
se may need to simplify and standardise things ‘inside’ the business,
or else the costs will be too high to allow for profits.
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Resources & Capabilities

Tangibles

« Ownership or access to raw material
« Equipment for production and value-addition Intangibles
« Production capacity (people, material)
e Administrative systems

« Financial capacity

« Distribution coverage

1110 Ay Buljjepow ssauisng,

Knowledge Relational Competences
« Patents and technical expertise » Long-term supply contracts « Working with beneficiaries
« Shared expertise with similar orga- « Community partners « Serving customers
nisations » Support from public » Ability to apply different tech-
» Socialand ecological understanding institutes nologies, skills & experience
» Specialised knowledge » Trade relationships » Fastresponse tochanges

Adaption of the "Resource position” matrix. McGee et al, 2005

K Case Study: Hiring the first key team member \
Depressions and mental problems are increasing problems in A second person, with extensive background in ICT would pos-
Scandinavia, and two Finnish entrepreneurs started an online sibly also join on a part-time basis. The start-up is seeking advice
service to make it easier to find a psychologist. As the company regarding what kind of offer they should make to these first team

launched they needed to add more team members and identified members, as they cannot offer much in salary.
a person who had a similar business idea, with the right com-

petence to match the founders’. She would work full time in the What would you suggest that the company offers? What are the
company and would be in charge of continuing to develop the va- key things that the founders must discuss and agree as part of an
lue proposition and the customer services. offer?

/
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Partners and stakeholders

All businesses need different types of relations-

hips with other organisations to function in a market.

Those that would benefit from a long-term collaboration

are viewed as partners, or stakeholders. Identify what relation-
ships the business will have, dependent upon, e.g., channel part-
ners, input providers and suppliers. Stakeholders are those that
are affected by what your organisation does and who may have a
strong influence over the issue which you wish to address. In the
view of a business model, our concern is mainly if a stakeholder
possesses any resource that your business needs.

Identify key partners as those actors which you have a strong
interest in collaborating with because they have resources, as
well as common interests and objectives with the relationship.
Without the resources to back up the partnership, even with the
best intentions, it will not be worth the time forming an alliance.
Does the partner have a prior record of other collaborations?
Can you complement each other?

Ideally, the partner selection is made among several potential
partners. In the first formal meetings, ensure that each party’s
objectives are described and written down. What would you ex-
pect from the partnership and how will it be managed? A part-
nership is not likely to perform well if there is no expectation
that it will need to be managed and evaluated.

®
b

In summary, the advantages of forming partnerships can be:
1. To extend beyond your own resources

2. Lower cost to develop the social and commercial value
propositions

3. Access to knowledge, people, users

Partnerships are rarely straightforward and it is only natural that
occasional conflicts occur. If there are serious problems, consider
what the barrier to collaboration might be. Are they related to the
limitations or differences in structures or processes of the organisa-
tions? Is it a financial matter, or related to differences in organisa-
tional culture? As with personal relationships, getting independent
advice can help review a partnership and possibly also facilitate a
dialogue if needed. In business though, the paying party has the
upper hand.



Money matters

There are certain terms used for understanding the economics of
the business: revenue, cost, income and expense. You may recogni-
se these terms from accounting.

Revenue is the money that the business has generated over a
certain time, e.g., the monthly revenue of the business. It is
often related to certain customer segments, e.g., average monthly
revenue per user.

Cost is the value of the resources that have been used in order
to produce the product/service during a certain period. There
are three different types of costs in a business:

- Production of your product or service. Development, manu-
facturing, supply of material, salaries for those engaged in
the production.

- Cost of sales. Logistics and distribution, commissions, sales
campaigns, salaries for sales staff.

- Administration and overhead. Offices, travel expenses, sa-
laries for management, marketing costs.

Income occurs when the business sends an invoice to a customer
or charges for a cash payment.

An expense occurs when the business receives an invoice or
pays cash for something.

— (
/\ \/
Strategic questions include how
to extract money from each cus-
tomer segment, as well as how
you can develop several revenue
streams in order to be less vulne-
rable from only one kind of income.

Pricing and how the income and re-
venue is collected are tactical issues.

Revenues

There are broadly speaking two types of revenue streams,
either transactional or re-occurring. Re-occurring revenue me-
ans that the income is repeated over time, like subscription-
based services or rent. All other income is transactional reve-
nue streams. There are several advantages to the company from
having a re-occurring revenue stream. As it makes the cash-
flow smoother, it improves the possibility to budget. The great-
est advantage, though, is that the customer does not have to be
convinced again and again of buying something. They simply
continue buying, especially if the payment method is automatic.
It can be a good option for a customer as well, when the cost is
divided into smaller portions.

From a sustainability perspective, it can also trigger better ideas
if we think about how to change a typical product purchase to
a service-based, subscription-based model: Car and boat pools
instead of having to buy them; weekly food deliveries with set
menus instead of buying food in packages that leave a lot of
leftovers; gardening machinery and DY tools for a neighbour-
hood, and so forth.

/00
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Revenues are related to how you will set the price. Will it be a
fixed price or a dynamic price? A dynamic price changes with
any parameter that makes sense for the product, and to the
customer. The item price may become lower the more somebo-
dy buys of something, as you wish to encourage loyalty. Price
may be different depending on time of usage (or purchase), and
increase if many others are buying at the same time.

Some companies have a dynamic pricing to try to avoid mitiga-
ting peak productions (which can be very costly) and smoothen
out usage throughout the day and night, for example for electri-
city. Paying ahead in time can also trigger a discount, which is
typically the case in the travel industry. Whatever pricing model
you choose, it must be linked to customer value. Sometimes, to
ensure accessibility to those who really need the service or the
product, a financing scheme may also be needed.

Many social businesses have a mixed revenue
model. Let us consider a dental practice:

or where the patient still cannot afford the service, some clinic own-
ers make a specific low-cost or free offer to the poorest.

Understanding costs

Why are different terms used for costs and expenses? Let us ima-
gine that your business needs to buy new equipment this year, but
your project gets delayed and the equipment will not be used un-
til next year. The expense occurs this year, but not the cost, since
no resource is used this year. The difference between an expense
and the cost matters for example as you estimate the costs of the
products and services that you wish to sell. How much resources
and material was used to produce and sell a certain product? The
equipment cost will only be a fraction per product sold, compared
to the total expense of the equipment.

Expenses are quite easy to understand (you see them
physically as bills and payments that you have

The full cost of the dental care is often
very high. For many patients funding
is needed from other sources. In
some countries the governme-

nt pays subsidies for basic den-

tal care, and the enterprise in

that sense has the governme-

nt as their customer and the
patients are beneficiaries,

as well as customers, as they

pay part of the cost. In pla-

ces where the government

does not provide this cover,

made), whereas it is often difficult to esti-
mate the so-called cost of sales. You can
split it into the product costs and the
direct sales costs. The product cost
should include the cost of any raw
or purchased material, and the
production cost, which includes
part of machinery, equipment

and labour costs.

The direct sales costs are any
costs that are necessary in order
to deliver and sell something to



a customer, for example transport costs to deliver the product to a
store, commission to a re-seller, transaction costs to a financial pro-
vider if you accept credit card payments, and so forth.

Indirect costs such as product marketing, offices and administration
are so-called overhead costs, which are not included in costs of sales.
They shall not be ignored, though, the way many start-ups tend to do
when they do not yet pay themselves a salary. But that is something
we will return to when we look at how to calculate profitability. It is
necessary to understand the true costs of what the organisation is
selling in order to decide whether a business idea is good and sus-
tainable.

Working under cost constraints

The reality for most companies is that they remain start-ups for
quite some time, even when they have survived the first critical
years. Profits may be small and often the founders work for years
with minimum or no pay. This is the same all over the world. There
are a few things you should consider to keep costs under control:

¢ Do not enter long-term rental agreements and contracts, and try
to keep as many costs as flexible as possible.

¢ Seek sponsorships for a free office or store space from a corpo-
rate, institution or private owner. There is often unutilised space
in decent locations. Check whom they belong to (and what you
could possibly offer in return).

e Exchange favours and services with other start-ups and profes-
sionals.

e Use second-hand ITC equipment.

e Consider long-term pay-off plans or renting whenever you
need to buy new equipment.

Analyse the cost of serving customers and what the most effi-
cient way to deliver your product/service would be, but be care-
ful not to appear cheap. A subscription-based service, which was
sending its monthly packages by mail to its clients, started losing
customers since packages did not always arrive. The customer
simply lost their money when the company refused to send a re-
placement box, since they claimed they could not afford to.

How to budget and forecast

Before handing over all your financial responsibilities to the
accountants (as most entrepreneurs and business owners are
tempted to do), there are few things you always need to stay on
top of in order to know what you are doing with your business,
and to follow-up how the business is doing over time.

As you do the budget and the forecasts, ensure that whatever
figure you put under the income heading, it can be related to a
revenue model. The revenue model should include, as a minimum,
how many customers you expect to have, how this customer base
grows over time and what they pay on average per month. If you
offer several products or services, you estimate how often the
different segments purchase the products before calculating the
monthly revenue per customer.

49
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Jan Feb

Gross Sales 13,000.00
# CUSTOMERS BY SEGMENT
SegmentA 100
SegmentB 200
SegmentC 300
Segment D 400

AVERAGE MONTHLY REVENUE PER CUSTOMER

usb SegmentA 50
SegmentB 15
SegmentC 10
SegmentD 5

GROSS REVENUE BY SEGMENT
SegmentA 5000
SegmentB 3000
SegmentC 3000
SegmentD 2000

ORPAYMENT PLAN?

% INFLATION? 0%

% BAD DEBT? 5%

SALES RETURNS? %

You can create a similar cost model, where those costs that will
vary with the growth of customers and sales are modelled in a
similar way.

This is a bottom-up exercise and is a smart way of making a bud-
get, as you will understand what happens if you change the price
or monthly revenue per user, or how different customer growth
scenarios will affect the profits. If you work in excel, have the
revenue model as a separate excel sheet, which you link to cor-
responding rows in the sheet of the total budget.

The best way to get a budget overview which resembles reality as
much as possible is to do a cash-based budget. This means that
if you are invoicing customers you enter income the month you
get paid, not when you sell (since there is a time difference be-
tween the time of sales and the time of payment). Likewise, you
enter your costs according to when expenses and taxes are paid.

A cash-based budget is in particular important for those businesses
that need to have a stock of products or raw materials. It helps you
understand the working capital requirement and to plan ahead for
occasional, larger costs, and not let them come as a surprise. An ac-
countant can help you with this.

Profitability

Profits are simply generated when the revenues are greater than the
costs. The calculation for gross profits is therefore: (price x volume)
— (cost per product x volume). The net profits (sometimes called
operating profit) are calculated as: Gross profits — marketing costs (-
sales commissions, if applicable) — overhead — administration costs.
Mathematically they are very simple formulas, but as discussed abo-
ve the difficulty lies in understanding the costs.

In order to compare profits of one business with another, profits are
often expressed as a profit margin. This metric compares the profit
to the total sales: Net profit / Total sales = X%

In a social business, profit is just one of the objectives, and it should
be evaluated versus what impact the business is making. In tradi-
tional marketing strategy, a business portfolio can be evaluated in
a matrix format according to market growth and the market share
which the business has or can capture with each product. This helps
a business analyse which products that make strategic sense to conti-
nue offering or to develop (the so called "Boston matrix’). The social
business is more interested in the mission impact of its value propo-
sitions, and the value that the organisation creates can therefore be
analysed as in this impact—profitability matrix. If the organisation is
non-profit, then viability can be used instead of profitability.



Impact

High impact, no-low profitability High impact, good profitability

Keep, but limit costs Invest to continue and grow

Low impact, no — low profitability

X K VA
— SN

Stop completely or hand over Develop the impact
to another stakeholder

Low impact, good profitability

Profitability /viability
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Questions to consider

What are the channels through which you will market and sell your products/services?
Draw or describe the different touch-points (interactions) that your customers have
with your organisation as they find out about your offer, buy the product or use the
service, as well as after the purchase.

Which are the most important forces that will compete over your customers?

What is/will be your key point of differentiation?
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Build your brand

Build your brand

O

O

I

—

Our everyday life consists of a clutter of informa-

tion in the form of marketing messages, information,
news and tweets. On a busy day, a consumer is exposed
to thousands of messages. One of these messages comes from
you. How will you get noticed? The vital importance of first im-
pression is true also for what people see, read or listen to.

What you developed in the process of business modelling laid
a good foundation for how a brand is built. You have described
who you are and your purpose, what is important to your custo-
mers and your solution to help them. The combination of this is
the so called brand positioning — what customers will think of
you in comparison with your competitors (or compared to al-
ternative ways of doing things). A brand is a living asset for an

2

O
N\

organisation, since it is confirmed or changed in the
mind of the customer and beneficiary every time they
interact with your organisation.

All messages and interactions that are involved in a customer re-
lationship form an overall impression in the mind of the customer,
as well as in the minds of other stakeholders (employees, partners,
board members, government officials, etc.). The strongest brands are
the ones you immediately think of in different categories, i.e., they
are ‘top of mind’. Brand is important since it first helps potential
customers recognise you. After this, it helps create the loyalty you
need. People generally keep what is perceived as good and functio-
ning rather than trying something new. This will reduce marketing
costs and can also help you leverage resources to the organisation.



Creating a brand

A brand starts with a name and sometimes a logotype. In order to
be noticed and stand out from the crowd, it should be energetic and
relevant to your audience. An ‘energetic’ brand evokes curiosity
and drives interest to find out more. This energy can be functional,
emotional or self-expressive’. A female self-defence studio in Am-
man is branded ‘SheFighters’. This is functional (you immediately
get an idea what it may mean), as well as self-expressive (the studio
was founded by a woman who personifies the brand). The Liberian
brand ‘Liberation Chocolate’ is emotional (evokes sweet-tasting
associations) and self-expressive, since the founder engages former
child-soldiers in the business.

This logic also goes for B2B brands. It is easy to believe that if a
company has ‘professional’ buyers as customers, logical and fun-
ctional benefits and associations have to be communicated. Re-
search, however, shows that professional buyers, just like end
consumers, are far from rational. The associations that brands sti-
mulate can influence all purchasing decisions. Social businesses
have a good chance to develop an energetic brand, bringing out the
values, idealism or activism that the founder(s) are driven by.

Relevance is the other component of a great brand. You may for
example admire a particular fashion brand, but if it is positioned as
something that is out of reach or for another demographic (too ex-
pensive, not accessible in your area), it acquires a weak position in
your mind. For a start-up it can be a good idea to add both energy

1 Henrik Uggla (2014), ‘Energy Versus Relevance in Comparative Brand
Equity Context’, [UP Journal of Brand Management.

and relevance by associating with partners’ brands that are
known and appreciated by your customer segment(s).

Whether the organisation is a non-profit organisation or profit-
making company will also affect the brand. An experiment
was done in which women’s bags were described as sold by
Mozilla.org to one group of consumers (where ‘.org’ suggests a
non-profit organisation), and the other group saw identical bags,
described as sold by Mozilla.com. The group that thought they
were buying from a non-profit associated the brand with warmth,
and the group that thought they bought from a traditional com-
mercial company associated the brand with competence.?

You are the brand

7
A start-up or young organisa- </ /\
tion is often associated with its % ~HA
founder(s). The company is Lo
synonymous with you. This =

is a role you need to fill
with the meaning of the

brand. Using the example
of SheFighter, whatkind =y ) A

of person would you ex-
pect to meet when you
meet the founder or the
CEO?

2 David Aaker (2010), Brand
Relevance. Making competiti-
ors irrelevant. Jossey-Bass.
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If you met a very shy person, who gives a very intellectual ex-
planation for what the business is all about, you would probably
walk away confused — and not interested. Try to think of your
brand and yourself in this way, with an outsider’s perspective,
and imagine how you can be and live the brand. This is not to say
that you have to meet people’s expectations. Creating a surprise
can be very good for differentiating your brand. The founder of
BanaPads, which produces sanitary pads for women, is a man.
Meeting him and hearing his passion and insights about such an
intimately female issue, makes you remember him.

As a social entrepreneur you may prefer to associate your
beneficiaries with the brand. Ambition Centric in Algeria is a
business incubator, and the brand refers to the aspiring entre-

preneurs that the founder wants to promote. Brightful is a Swedish
non-profit organisation that helps young students believe in the fu-
ture and discover diverse choices.

Developing a brand based on values

Continuously innovate and improve your services and products and
it will make the brand more dynamic and interesting. The more the
organisation learns about its customers’ and beneficiaries’ needs,
the better it should become at delivering solutions. To create trust
in a brand, one tool that is easy to test and implement is ‘brand pro-
mises’. This is a kind of translation of what the values of your orga-
nisation would mean to the customer and what the brand stands for.

K friendly \ K honest \

K straightforward \ K

refreshing \ K dynamic \

- N N

N NI R

We enjoy working and
succeeding together
by building close re-
lationships. While we
have a sense of pur-
pose, we also have a
sense of humour. We
consider the needs
both of our customers
and of each other.

We are always open
and honest. We say
what we do and we
do what we say. We
have nothing to hide
and we behave re-
sponsibly.

For us, clarity comes
through simplicity.
We recognise that
we are people com-
municating with
other people. We are
always directand
easy to understand.

\_ /

N

We constantly look
to do things diffe-
rently and in a better
way. We give colour
to all that we do. We
are ready to push the
boundaries and take
risks.

/

\_

We want to make a
difference to people’s
lives. Our optimism

is contagious. We are
passionate about
what we do and we
have confidencein
ourselves.

/

Brand values of Orange, 2002. Internal notebook.



Orange in the UK was the first mobile operator in the world
that created a brand with no association to telephony, since it
wished to completely get rid of the technical lingo and complex
pricing structures that existed at the time. The corporate values,
which were ‘friendly, honest, straightforward, dynamic and re-
freshing’, became the foundation of a number of brand promises
to its clients: simple pricing, transparent bills, to behave respon-
sibly as a corporate citizen. The employee branding was also es-
sential in developing the brand, for example by ensuring that all
new employees thought about what the brand values would mean
to them and how these values should guide their daily activities.
This created a consistency between the creators of the brand and
those people that represented the brand at each touch point with
customers.

What would the brand promises be if Orange was a business with a
social mission? In one of their CSR projects they focused on visu-
ally impaired people and sponsored the production of audio books.
Would it be possible to make the brand values more concrete and
more valuable with this target group in mind for any type of mo-
bile or voice-based service? Read the values one more time. Think
about how the descriptions of these values could be re-written as
you envision what the mobile operation could deliver to a visually
impaired person. If you can think of more appropriate values, re-
place them.

Values will be important for non-marketing related aspects of the
business as well, since they should guide all major decisions. It is
important to be clear about the values of a social business when for
example selecting board members, investors, partners and so forth.
Think about core values as something the organisation wish to live
by and embody, not just ‘nice to have’.

Positioning of a brand

Brand positioning is a marketing term which refers to how a
brand should be positioned in the mind of a customer. The po-
sitioning is determined by the very first associations that custo-
mers or potential buyers make when they see an advert or hear
about a company. It is worthwhile to spend some time analysing
and developing a positioning strategy, since a successful positio-
ning will support the value proposition and help appeal to the
particular needs of the customer segments that the organisa-
tion has identified (see page 29 for customer segmentation and
needs analysis). Regardless of which segment(s) that the com-
pany targets, the brand needs to be considered credible, distinct
(from similar organisations) and positively valued.

In practice, positioning of a brand is done in your marketing
communication by choice of words and images. Marketing com-
munication typically consists of a creative or visual part and a
text that includes information about the offer. In advertising
you do not see or hear long explanations about a product or a
service, as it needs to be very short and direct for people to un-
derstand the message without too much engagement. Also if
you mainly rely on word-of-mouth, you need to think what the
key messages ideally should be. Word-of-mouth carries very im-
portant information about a brand, since recommendations is
one of the most powerful marketing tools (and negative brand
information will obviously have a powerful, negative effect).

The marketing message contains the brand information; the
words used to articulate your value proposition must connect
with the main motivations and interests of your customers. The
table below contains examples of different types of positioning.
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Type of positioning

Howtodoit

Examples

Direct (functional)
benefits

Communicate the advantages of using the product or
service, the personal values that a consumer has, and
possibly the solution of a problem that you are solving
for the customer or beneficiary. Most often a very effec-
tive way to position a brand.

‘Cost reduction’
‘Save the environment’

‘Preserving nature and history’

‘Fun and educational’
‘Health aspects’

Indirect benefits

Talk about benefits that satisfy expressive, symbolic or
hedonic functions. Give customers an indirect advan-
tage, e.g., to support the perception of themselves or a
social-image benefit.

‘Ethically produced’

‘Show that you care’

‘Gives you respect’

‘Good parenting’
‘Contribute to job creation’

Surrogate
positioning

Communicate associations with things and people that
allow the customer to make their own conclusions as
they interpret the value and intangible aspects of the
brand. This positioning is a bit difficult to do since it is
quite abstract, but it has proven to be highly effective.

Portray a user type, e.g., ‘for
people who lead the way’,
associations to ‘good’ and
people who are outstanding
in different ways

Features and con-
crete attributes

Highlight the concrete attributes of the brand that are
tangible and possible to search for. They should be spe-
cific to the type of products or services that the com-
pany sells.

Material used
Price
Power output

Abstract attributes

Intangible attributes of a product and something which
customers often compare. It is a very common positio-
ning, in particular among technical products. Using this
positioning only, however, is not the most effective; it
needs to be complemented with any other positioning.

Quality, style, innovation, refe-
rences to sports and interests

The main positioning types, based on research by C Fuchs and A Diamantopoulus, 2009.




People may interpret the same brand claims differently depending
on their situation at the time when they encounter it. When applied
well and consistently across all marketing communications it is an
essential factor behind a successful launch and continued sales per-
formance.

Visual identity

The visual identify of an organisation is most often associated with
alogo. But there are several other tools that help communicate the
brand’s identity. Here are the most basic elements that will help
create a consistent identity.

Logo

A logo is a graphic symbol. Use a designer to create this, since it
will be something you use over and over again. Develop a few va-
riations, which you can use on different backgrounds (colour, black
and white versions). The colours of the logo should be key colours
of your organisations, so that you use the same colours on your web
site, in brochures and other communication materials.

Logotype
Logotype is the words of your company or product name set in a
specific, fixed way.

Typefaces

Choose one or two fonts for your website and the printed material
that the organisation will use consistently and that works well to-
gether with the logotype. If you want a wider choice of fonts, other
than the ones pre-installed on PCs or Apple computers, you can
buy them online. If you buy a font, make sure it is available on all

the computers that will create these documents. Check also that
the font will work on all browsers, that they are web-safe (search
on ‘web typography’ to check the font you choose), as well as
easy to read on a mobile device.

Library of images

Create a library of images that anyone who works with the
organisation’s marketing can use. Besides photos, you can have
illustrations, art, graphs. Make sure they are consistent in style
and of high quality for both print and online publication. Re-
member also that small, graphic elements such as lines and
blocks of colours behind text and so forth will affect the overall
visual impression.
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Questions to consider

How would you describe your brand identity?

What are the values of your organisation?
Can they be translated into brand promises?

What do you want your target customers to associate with the brand?
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Communication strategies

Successful marketing communication is determined by a combi-
nation of knowing where your audiences are, when they are ap-
proachable and how to best interact with them. In this chapter,
the focus is on doing the best considering an organisation’s limi-
ted resources. In an ideal world, the organisation knows where
their target groups are and uses a combination of different media
and ways to reach them. In reality, especially in the early stage of
a business, a lot of assumptions and guessing is involved in trying
to find the target group. Money and human resources are cons-
trained, which may exclude several channels, such as print me-
dia and television. Most start-ups and small companies therefore
rely on two main communications strategies: direct marketing to
potential customers and a simple public relations (PR) strategy
that will create brand visibility. It usually takes a lot of experi-
mentation to find out what works best with a target market.

Identify different audiences

Besides customers, an organisation will have different stakehol-
ders that it wishes to engage with. A stakeholder is anybody that
has a relationship with the organisation, or is influenced by the
activities of the organisation. To manage the communication,
one needs to prioritise these different audiences and tailor the
communication to each audience. Target groups have highest
priority for the communication. This is most often customers
and end-users, but may also be politicians or decision-makers
if the organisation is trying to change public policies. Other au-
diences that the organisation needs to communicate with are

donors and other supporters, including those that are helping you
spread your message and promote the organisation. These are clear-
ly the audiences to spend most resources on. Outside this ‘inner
circle’ there is the wider audience, the public and the media, which
can help create brand recognition and credibility if they are read,
and which can be a point of reference for the target group(s).

Get creative and experiment

Celpax is a company which has developed a product called ‘Daily
Pulse’ to increase employee engagement. Their typical target cus-
tomer is an HR manger in a company where the employees are
spread out in different locations and the top management has very
limited time to interact with all of its employees.

Celpax intended to develop their products through a series of pilots
with companies that had received workplace awards. They set up an
ambitious series of interviews with HR managers in these compa-
nies to test their concept and receive ideas for features of the pro-
duct and the future roadmap. If leading firms would try their pro-
duct, this would create brand recognition, they reckoned. They were
very successful in setting up meetings and this strategy helped them
create a large network, including other HR managers and potential
customers. Celpax simultaneously initiated a simple PR-strategy by
publishing news and reports about employee satisfaction and lead-
ership in order for them to be seen as thought leaders.

After a year Celpax experienced a major problem with this strate-
gy; it took a very long time to get pilots started, since the leading
firms had little need to improve the employee engagement and in



many cases the ‘second tier’
companies had long decision-
making processes. One of the

key resources of Celpax is a

very persistent and creative
marketing manager. She re-
commended that the company
would change its communica-
tion strategy and go for online
campaigns only, since her conclu-
sion was that HR managers who re-
ally needed their product would not
need to think long about trying a new
tool.

So the offer had to be created in such a way that

it would be very easy to order and get started. The price

would be nearly free during a trial period and there would be no
obligations attached. An online campaign was created, targeting
readers of HR articles and web sites, while the continuous PR cam-
paign targeted different HR community groups online. Within six
months, orders had come in from 40 countries. What previously
took a year, suddenly happened within weeks.

‘We continuously change our marketing based on new input to bet-
ter target our buyer personas. I make small changes to our com-
munication almost daily, instead of mega-big updates,’ says Celpax
Marketing Manager Rebecca Lundin and explains that another po-
sitive side effect was the goodwill the campaigns generated. People
have spontaneously offered their help since they like what Celp-
ax does. This free help has for instance given them possibilities

to translate their offer into
more languages at no ex-
tra cost.

Telling your story

The background of a social

venture and what motivated

the founder(s) often makes for

fascinating stories. Telling sto-

ries is a good way to make people
interested in a brand and to engage

them. The founder of TOMS, a shoe
company, would not have been as success-
ful had he not realised early on that a part of the

marketing and differentiation from other shoe makers

had to be the story. Their brand story is based on how the foun-

der, Blake Mycoskie, travelled to Argentina where he made ob-

servations about the country: firstly, how many children wan-

dered the streets barefoot, and secondly, the brilliance of the

traditional Argentine shoes, the ’alpargatas’. He decided to pro-

duce shoes based on this type of design, and that with every sale

one pair would be given to a child from Argentina. This buy-

one—give-one concept is extremely easy to communicate and
there are many other organisations that use the same concept.

In the storytelling of your organisation, you can use different
themes. There will probably be one main theme for your orga-
nisation, but it is possible to use several different themes for dif-
ferent purposes and audiences.
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VISION STORIES

Tells the story about the social change and the future
you wish to create.

The Swedish Childhood Cancer Foundation (Barncan-
cerfonden) decided to change its vision statement
from’Aworld where canceris nothing to worry about’
to ’Eradicating childhood cancer’. Both statements are
visionary, since they seem nearly impossible to achieve
and provide many different angles for engaging stories
about the beneficiaries and their families.

CO-CREATED STORIES

The story includes beneficiaries and custom-
ersthatare part of what the company produces.

IFASSEN produce bags out of recycled plastics. They
engaged both fashion designers and the women who
make the bags in the design of the work process. The ar-
tisan model, created by one of the beneficiaries, became
one of their best-selling bags. The craftswomen behind
IFASSEN are animportant part of the storytelling.

Customers are encouraged to submit their own designs.
If they are good, they can become part of the serial
production, based on a revenue-sharing model.

HERITAGE STORIES

History and traditions play a major role in
the organisation’s identity and objectives.

The English non-profit SKINN wants to
change the perception of the industrial
region of Sheffield. It creates projects
thatare intended to change the environ-
ment, the public spaces, negative devel-
opment and negative perceptions. Two
students at the school of architecture
founded the organisation and they are
aiming to encourage 'a mind-set which
looks both respectfully backwards
whilst charging headlonginto a glowing
neon future’.

EVERYDAY STORIES

Everyday stories are product news, campaigns and brand promises
that the organisation communicates as short stories.

Snailday is an organisation which develops assistive technology
forchildren with autism. Itreleases its news in the form of inter-
views with parents, support organisations and users. Blogs can be
asimple and powerful way to demonstrate stakeholder engage-
mentand integrate thisinto a story about how the organisation
developsits services.




Invest in marketing material

If marketing is an area which you intend to develop later, think
again. A product does not sell itself, no matter how unique or fan-
tastic it is. It is therefore just as important to build a professional
‘front’ of a business as it is to invest in the development of products.
This does not necessarily mean that it will cost as much money, but
it is essential that you have as much as possible of the marketing ma-
terials developed at the time of the launch. The minimum amount
of marketing material that an organisation needs to have professio-
nally made is a web page, social media pages and business cards. A
template for the PowerPoint presentations with the visual identity of
the organisation and marketing leaflets will probably be needed too.

Since marketing is a broad field in which many people work, there
should be good possibilities to add this expertise on a pro-bono or
volunteer basis at first, as long as the organisation has a compel-
ling social mission.

Using online tools

Social media is a winning channel for many social enterprises, at
par with word-of-mouth. Of all the different advice this book can
provide, advicing which social media to use would clearly become
outdated most quickly. The popularity of different sites vary. At
the time of writing, Instagram has for example overtaken Twit-
ter in terms of news buzz, but in a year this may have completely
changed with some new up-and-coming platform. The advice here
therefore relates to how to think about getting a message across,
in the blur of constant feeds and images, and how to manage these
channels effectively.

All marketing campaigns, in any media, should include a so-
called ‘call to action’. The message of the campaign is followed
by something that you encourage the customer to do. In social
media this is particularly easy, since it often takes just a click to
take action. Some actions have become standard, such as ‘share’
and ‘forward to a friend’. The organisation’s web site and social
media pages should also encourage connection back to your or-
ganisation.

A few tips for how to make people take action and to stimulate
engagement:

Offer something that your target audience will value that is
related to a topic of your business. For example: ‘5 tips to
make your everyday life more eco-friendly’, ‘5 tips to stimu-
late social intelligence in your child’.

Normative wording of ‘should’, ‘must’, etc. are very power-
ful to instigate action, since peer pressure works with most
people. If you read ‘3 things you should know about harm-
ful, common ingredients in food’ — would you not click? Ob-
viously you need to be ethical in your marketing and use this
technique with care. Most social businesses have an urgent
message and sometimes it helps to phrase it in this manner,
e.g., ‘Things you ought to know about the discrimination
of....

Messages that confirm self-perception get re-tweeted and
shared. Think about the interests or professions of your tar-
get customers and use topics that are of interest to them. The
Seven Habits of Highly Effective People (a book title) is one
example of this.
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e Ask questions and allow people to of-
fer their own knowledge and expertise
about things that you need.

e Use MailChimp and similar online
tools for your newsletters. This ma-
kes it easy to have a professional
look and embed links. With this tool
you will see who opened the newslet-
ter and who took action. Those who
did not open a newsletter can get a
reminder and you do not need to
bother those who did open the news-
letter. The basic version which covers
most needs is free.

Short videos are sometimes the best way to
get your content shared. Create your YouTube
channel and get creative with the simple, free
editing software that is available online. It does not
require much resources and knowledge to produce a

few simple videos. If a picture says more than a thousand
words, then a video will say more than a million. To share the
stories of your beneficiaries, video may prove very powerful sin-
ce it can engage emotions in a way that a text or an image cannot.
Once you have created your video, promote it in the different
channels where your target audiences are. Finally, do not forget
direct promotions by emails.

(X




Questions to consider

What are the different audiences that your organisation needs to communicate with?
What are the different ways that the primary target group could be reached?

What kind of story could be developed about your organisation?
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This chapter is about some of the functional skills

that are needed in order to develop a business.

It includes short, practical advice on how to

negotiate, how to network and how to write a

business plan. The chapter finishes with a di-

scussion about managing uncertainty, which is

intimately related to entrepreneurship. In this

section, there is a mix of practical approaches and

advice on how to develop one’s own ability to cope with
risk and uncertainty.

Negotiation skills

Negotiation is:

* A process to reach a compromise or an agreement
e A way of avoiding disagreement and conflict

e A method for settling differences.

To be able to negotiate is therefore crucial for a business person.
Negotiations are needed in a number of situations, not just with
customers. It may be negotiations with suppliers, employees or
authorities. The format may vary as some negotiations are fast
and straightforward, whereas others contain an amount of un-
certainty and need a proper process.

For the best possible outcome, any negotiation should aim for
a so-called ‘win-win’ result. This means that the process is un-
dertaken with fairness, considering mutual benefits to the par-

ties. There are four stages of negotiation: preparation, discussion,
proposal and bargaining. Preparation is key to the whole process.
Questions to ask include: Who will be present in the meeting and
what is their mandate to negotiate and make decisions? (Equally,
make sure you know your own mandate; what can you decide
without having to consult other partners and owners?) What does
their decision process typically look like and what results can you
expect in light of this? Do you understand what the counterpart
would consider a beneficial outcome? Consider what questions
may come up during the meeting and what options you have for the
proposal you wish to make.

Itis recommended that you have a meeting agenda, agreed upon by
the parties prior to the meeting. As you enter a meeting, be prepa-
red to break the ice and talk about some general things and introdu-
ce yourselves to each other. In some cultures it is natural to first talk
about family and ask personal questions, whereas in other cultures
it is safer to stick to general matters. As an entrepreneur, do not
initiate a discussion about the weather (very common in Northern
Europe) if you are meeting with somebody you do not know well,
as it gives a rather unimaginative impression. Think of something
a bit more interesting to say, since this situation is also part of how
your brand is perceived.

When the formal part of a meeting starts, state the objective of the
meeting to ensure that everyone has a common understanding of
what you wish to talk about and achieve. Depending on how formal
the meeting is, taking minutes of the meeting can be important to
record decisions and agreements. Appoint someone at the start to
do that. Let both parties present their case and perspectives, while
listening carefully. A productive discussion clarifies goals, object-
ives and different points of view. The proposal may be made during



the first meeting or as a follow-up to the meeting. It can be verbal
(as is usually the case in a meeting) or in writing. It concludes what
the parties have agreed to do together and typically suggests what
should be carried out and how. A business proposal usually ends
with a price, and since it is part of a proposal, i.e. suggestion, alter-
native prices and compromises should be considered by the party
writing the proposal, in case it does not get accepted.

Depending on the complexity of what is being discussed, further ne-
gotiations and new proposals may be needed. When there is a com-
mon agreement in place, make it routine to get it in writing. A cont-
ract should follow a business proposal. If the value of what is being
negotiated is small, then a written confirmation by email may

also be sufficient. Make sure that you confirm every

important aspect of how something should be

delivered, when it should be delivered, and

whether you are dependent on the other

party for any kind of input or resources.

Written agreements are important
also for funding and sponsorships.
For example, what do each party
agree that the money can be used
for, are there any conditions at-
tached to the funding and what

is expected in return?

How to move things
forward

Be positive during a negotiation
and acknowledge the other person

or the other group of people. You can say things like: ‘Good
of you to bring this up’; “You have great experience in this’; ‘I
agree with you on this’. Avoid saying things that starts with a
‘no’ or a negative statement, such as: ‘That is wrong’; ‘That is
not possible’; ‘It will not work’. Instead, try to confirm the prin-
ciple. For example: ‘I agree that...but not that...”; “We would
love to offer that, it would cost us a lot more to implement
though...”; “That is worth considering for the future, but now
we need to start with something more focused to make sure we
are aligned’. Offer alternative solutions and do not be afraid
to also ask the counterpart for alternative solutions. Be trans-
parent about what your thoughts are and your rationale as to
why the agreement is beneficial to both parties. If a ne-
gotiation does not come to a conclusion, it is usu-
ally fine to suggest that both parties think
it over, and before parting to agree on
the next step and when to reconvene

or respond.

When you handle negotiations
in a respectful and professio-
nal manner, your chances of
establishing a long-term re-
lationship increases. It can
also grow your personal net-
work and chances to get re-
commendations from others.
Even if a negotiation does
not result in an agreement,
part in a positive spirit since
you may meet at the negotia-
tion table again in the future.
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Case study — customer negotiation w

-
=

You just started your own fashion line. You want to produce
trendy clothes that are produced by women in a cooperative.
Most of the clothes will be sold to boutique stores that you will
select based on reputation and customer segment. Some con-
sumers, such as stylists, can buy from you directly.

One store manager tells you that she or he really likes your
product and can take a larger amount of clothes than you
expected, if you are willing to cut the price by an additional
25 per cent.

Another store is willing to buy at the price you offer, but say
they will only try a small amount to see how it sells. They would
like to have an exclusive deal with you for at least two months.

The first store is slightly larger and placed in a high traffic
shopping mall, and the other is a smaller store, but located in
an exclusive part of town with higher average pricing.

How can you negotiate with these customers? If you must
choose, which customer would you go with, and why?

Case study — partnership and ownership w

You and three of your friends started a business selling ecolo-
gical, healthy, ready-made meals. The ownership is distributed
as follows:

® You - 30%

® Friend 1 - 30%
® Friend 2 -20%
® Friend 3 -20%

The business is a bit slow at the beginning, and after ten
months you are the only one left working full-time since the

others have been offered other (well-paid) jobs. You decide

not to give up as easily and work hard to market the business
and build the brand. The others stay on as silent owners. After
having worked on your own for a year with almost no salary, an
investor approaches you to discuss a potential partnership.
However, the investor starts to ask questions about the other
owners, what roles they play and what kind of decision-making
power they have in the business.

What do you do? What are the risks/opportunities? Could the
situation have been avoided or handled differently?

)

Contributor: Kajsa Nylander




Networking

Networking is key for a social business, since it aims to become em-
bedded in society. There are different reasons to network. In gen-
eral, it can help acquire additional resources by finding partners,
getting in touch with potential customers and making your business
known to a larger audience. In some communities it is necessary to
meet the influencers and the decision makers in order to gain trust
and license to operate in the community.

It may help to consider networking on two different levels: groups
and communities versus individuals. Group networking is about
meeting a lot of people and building quantities of contacts. Indi-
vidual networking is for qualified meetings. It often takes a great
deal of networking in order to find good opportunities to arrange
meetings and to continue networking at an individual level.

It takes patience and persistence and is something that

all founders and managers of a business need to do
continuously.

other people have to say. Contribute with something that natu-
rally allows you to present what you do, for example: ‘I thought
that was an interesting point since I run a business that...".

Key to networking is to initiate small conversations, not to use
it as a pitching opportunity. Be prepared to introduce yourself
and your organisation in a couple of sentences. It should only
be a teaser (for example the social mission of the organisation
or a brief description of the beneficiaries that you work with),
and try to make references to clients or business partners that
the person may recognise, to create some common ground. If
your new contact seems interested to hear more, this is the right
moment to exchange business cards. Follow up within the next
two days by email, phone or by adding them to an online group.

Smiling and acting confidently increases chances that
people will be interested in talking to you; howe-
ver, once in a while an event will not provide

any useful contacts, and this is normal.

Once you have built a network of busi-
ness contacts, think of how you will

How to network . nurture these relationships and make

)ésgib them reciprocal. It can be a simple
Many people feel awkward approaching un- ;:.:"b thing like sharing a news article you
known people. Start practicing in a situation >6\‘1‘(: think may be of interest to someone.

where you know you have something in common

with other people. For example, if you are atten-

ding a conference on a particular theme, an easy
opening can be to ask other participants if you may

join them, then introduce yourself and ask what they
think of the topics of the event. Take an interest in what

Go for coffee and lunch to socialise

and catch up with different organisa-

tions. The clients or partners you want

in three years’ time are the ones you need
to network with today.

Contributor: Mikolaj Norek.
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Writing a business plan

A business plan is a document in which you describe the op-
portunity, market, organisation and your business model. If you
are seeking external capital you also add the funding needed at
the end. If your organisation is non-profit you will probably not
call it a ‘business plan’ but rather ‘strategic plan’ or ‘operational
plan’.

Regardless if you are a profit-making or a non-profit entity, it is
a useful exercise for founders, or the management team, to cla-
rify that you have the same idea about business model and how
the organisation should be run. It is often not until you see some-
thing in writing that you discover potential gaps or weaknesses
in the business model or plan.

A professional, external reader (for example an investor or do-
nor) will look for how well the different parts of the plan are in-
tegrated. This is referred to as the ‘fit’; to what extent is it likely
that the described opportunity, people, deal and market context
can be realised as a successful venture? In other words, the ex-
ternal audience of the business plan needs to be convinced that
the people in the organisation have the right experiences, skills
and values, given the described need(s) and opportunity.

The market context should also describe the timing of a ventu-
re. A new launch needs to happen at the right time, given some
critical factors (you specify what these are in your case) of the
context in which you operate. Many entrepreneurs and busines-
ses have failed at introducing new services, because the ideas
that they proposed were too novel, and too different from users’

existing behaviour. The latter is a very strong competitive force, and
is described in the section about competition.

When you write the business plan you also need room for some flex-
ibility. If your plan is robust the organisation and its overall mission
should not fall apart if some of the assumptions in the plan change
over time. ‘Robust’ here means that it is possible to differentiate
what you do, defend this position against potential competitors and
to become financially sustainable.

How to structure the business plan

The plan should move from the most important sections with broad
descriptions of the intention and opportunity, to the details about
how it will be realised. Here is a suggested structure, which can be
used as a starting point:

1. Vision of the organisation

Describe in one paragraph, no longer than a couple of sentences,
what the overall objective of the organisation is. It should be ambi-
tious, bold, yet realistic. It should be clear who the beneficiaries are
and what social and/or ecological problem you wish to solve.

2. Company mission/Business idea

This can include several components from the business model. The
most essential to include are the Social Value Proposition and the
Commercial Value Proposition. Under this or a separate heading,
describe the social or ecological need you have identified and the
situation of the beneficiaries to provide the background for the SVP.



If your customers are different from the beneficiaries or end-users,
describe what needs your CVP corresponds to.

3. The opportunity

This section, which can also be phrased as ‘Our solution’ or similar,
should describe how you intend to create a solution that solves the
problems or needs that you have described. If the company intends
to make a profit, describe how it will make money. If the organisa-
tion is non-profit with an income-generating project or activity, de-
scribe it but with less emphasis compared to a commercial venture.
Aslong as you keep it concrete, you may include a brief explanation
of what the key activities (operations) will be.

4. Marketing and operations

In this section you continue describing the remaining components
of the business model. Start with which customer segments you are
addressing and their key attributes, followed by channels and po-
tential partnerships that you have established.

Describe the resources of the organisation and provide a brief des-
cription of the key activities.

5. Impact
In the business plan of a social business, describing how you will

measure impact is essential. See the chapter on measuring impact
for guidelines.

6. Founders and organisation

Describe the people involved, including what relevant expe-
rience they have and what role each one will play in the com-
pany. Avoid fancy titles. It looks odd if a three-person team all
have ‘chief’ something in their title (e.g., CEO, CTO, CMO)
when there is no other people to be chief over.

7. Targets

This is the operational plan that states the targets for a foreseea-
ble future, for example the coming three years. State what your
targets are by year, but expect these to be revised every six to
twelve months since the business plan should be a living docu-
ment that you go back and adjust according to new information.

8. Financials

State some key metrics, such as expected break-even point and
financial margin. If the plan will be used to seek external capi-
tal, explain how much capital is needed. Ideally, describe not
only your current need but also the future need for capital. This
is called the ‘capitalisation plan’ of a company, and for start-ups
it is very difficult to estimate. If you feel uncomfortable with
numbers, less is more. Use a few numbers with which you are
comfortable and add more details later on. Non-profit organisa-
tions should explain to what extent the income-generating acti-
vities are expected to contribute to the total budget and how the
remaining part of the budget is expected to be funded.
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Managing uncertainty

Uncertainty is the reality of those who run their own business.
The risk that things will not go as planned is more or less always
present. Risk consists of things that are beyond your control. For
example, you may have the perfect product and marketing plan
but you do not have complete control over when the customer
will decide to buy. A supplier may claim costs are increasing and
you are in turn forced to set a price which is not ideal for your
target segment. Your co-founder may be offered an attractive
job and leave.

The threat of these risks affects you as an entrepreneur at an in-
dividual level, emotionally and intellectually. It also affects the
organisation in the same way, since the organisation is made up
of people. How to think about risk and uncertainty can to some
extent be learned, since most people usually feel more comforta-
ble operating in an uncertain environment if they are somewhat
prepared for what may happen.

There is no evidence that risk takers are more successful entre-
preneurs than others. Some research indicate that risk-taking
entrepreneurs develop their businesses and achieve growth more
quickly, but go through more ups and downs, while risk-averse
entrepreneurs grow their businesses more slowly, but steadily.
Most people probably try to avoid risk. At the end of the day,
avoiding risk and uncertainty is impossible and we need to find
ways to manage it best we can. Using a few different techniques
can help.

Scenario planning

By using scenario planning the organisation can test how some key
assumptions affect the results and the plans if they change. The re-
sults are often named ‘worst-case scenario’, ‘best-case scenario’ and
so forth. To do a proper analysis can be very complex, since there
are so many factors that can change and the combination of changes
in assumptions increases the number of possible outcomes exponen-
tially. This is why weather forecasts are based on very complicated
meteorological models, and yet they are not always correct even one
day ahead.

The purpose is not to predict the future of the organisation, but to
analyse for example how average revenues change as a result of a
change in the mix of customers, how big variance you may have in
financial results when costs or income changes, et cetera. This also
requires that a range of possible outcomes be considered and further
analysed for downstream effects. These are assumptions that rela-
te to external factors such as market, customers, suppliers, interest
rates. Then you have internal factors, which can sometimes repre-
sent even greater uncertainty. For example, you may have plenty of
customers, but production is a key constraint since you need to put
in a lot of resources to identify and train the kind of employees your
social venture wishes to engage.

Even the largest corporations rarely develop more than four scena-
rios. You might want to identify the two or three most important
assumptions for your business case over the next three years. If the
organisation is a start-up, the number of customers at a given point
in time and customer growth rate often constitute the two greatest
uncertainties. Another common uncertainty relates to the real cost



High

Low

Potential impact

Degree of uncertainity

of the product or service that is offered, since cost often change
a lot depending on whether you sell small or large quantities.

Use the numbers that you have in your budget as the ‘normal
case’ and try one or two assumptions at the same time. How
does the budget for next year change if you reduce customer
growth with 50 per cent? How much longer does it take to
become profitable? If you have few and large customers
(e.g., you sell to other businesses), is there a risk of non-
payment and how might this change with new clients?
Coming up with different scenarios will answer the-
se critical questions and allow the management to
consider what the options are if either scenario
will happen in reality. You may of course also
want to make more positive scenarios, espe-
cially if your constraint will be in produc-
tion and delivery and you need to test how
much growth the organisation can cope

with.

The biggest uncertainty is of course the
situation you did not anticipate or see

coming at all. It may be good to have a

mentor, an experienced entrepreneur

or a friendly investor to look at your

business plan and ask them what they

believe to be the greatest risks and if

there is something you have missed

High completely.
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Historical examination

Attempt to find other businesses (past or current) that have sim-
ilar issues to yours. This may include a complex distribution net-
work, or perhaps a high turnover rate in a particular customer
segment. The key is to look for patterns, as well as previously im-
plemented solutions. This should be used to help determine the
next steps that your organisation should take. The comparison
may be able to, at least in part, show you what not to do. This is
by no means a decree to follow exactly in history’s footsteps, but
an attempt to learn from it and not to reinvent the wheel over
and over again.

Insuring against risk

Out of the risks and unlikely events that you have identified,
some may be worth insuring against. There is a range of insu-
rances for different commercial risks, and worth considering
when you become well established. It is worth noting, however,
that you are not insuring against the risk itself, but so you will
have some room for recuperation. For a young and small organ-
isation, the minimum insurance one should consider relates to
yourself and your staff. Health and social insurances may need
to be covered at least to some extent by the company, depending
on which country you operate in. Pension may feel very far away
and it is certainly not on top of somebody’s mind who is busy de-
veloping a business, but when the company becomes profitable,
pension savings should be a priority or you run a big financial
risk in the long-term.

Theft, accident coverage and travel insurance is most often cheap
compared to the damage these situations otherwise can cause. Un-
der ‘accident’ you should also include computer virus and malfun-
ctioning programmes, and make it routine to back up all your work
and company files on a regular basis.



77

Notes

Functional skills



Leadership

Leadership

A manager is someone who is involved in the

planning, administration and control of an orga-

nisation. A leader is someone whose main task

it is to show the way and to guide others. There

are currently about 130,000 books on Amazon

about leadership on topics ranging from busi-

ness management to motivational self-help. Just

as entrepreneurship research is starting to abandon

the idea that entrepreneurs are born (the idea that per-

sonality traits determine who will become successful), so has

leadership studies concluded that even if some people are more

‘natural’ leaders than others, the skills and competences that
leaders need can be learned and developed.

In most cases, economic status will not mat-
ter either, since it is vision and inspira-
tion that are two of the most important
factors for leadership. Not all lead-
ers will have the grand visions and
charisma that create huge crowds

of followers, which we often as-
sociate with the words leader-

ship and vision. When we take

a closer look at what it means

to describe a vision, it is about
creation of meaning. We want
political leaders to tell us how

we can create a society, which

is meaningful to all its citizens,

and set out the political direction

that will make citizens believe that

this vision is good and achievable.

S

Lunder

We want business leaders who can create inspiring visions
for organisations, which gives people purpose as employees
and shows how the organisation is (a vital) part of society.

As you have probably realised, leadership is more than ar-
ticulating a vision and communicating it. ‘Leadership is a
process whereby an individual influences a group of indivi-
duals to achieve a common goal’, as the leadership resear-
cher Peter G Northouse has found. So in fact, a leader is not
necessarily at the very top of an organisation. There may
be people within organisations that are far better at getting
people enthusiastic and collaborative, than someone higher
up in the hierarchy.

Authentic leadership

An authentic leader builds her or
his vision based on personal va-
lues. She leads in her own, per-
sonal way, guided by perso-

nal convictions, rather than

by prestige and power am-
bitions. The authentic lead-

er has the leadership role as

an integral part of the self-
image. It may feel natural

) and challenging at the same
time. This requires a lot of
self-awareness and self-know-

ledge.



To help create meaning for others, it is necessary to first make sense
of one’s own personal life and history. Starting with examining va-
lues and then building a narrative and a story about one’s own life
creates a personal brand. This brand is what helps leaders acquire
and earn credibility. Referring to brand here does not mean this is
about heroic, public figures. The brand is about what values you
want to live by and what you want people to associate with you.

The Nobel Prize rewards outstanding leaders and scientists, and the
first person to receive two Nobel Prizes in different sciences was
Marie Curie. First she received the Physics Prize for the discovery
of radioactivity and a few years later the Chemistry Prize for the
isolation of pure radium. Throughout her life as a researcher she
had to use very entrepreneurial ways to take the lead. The universi-
ty where she worked neither supported her financially nor provided
her with a laboratory. Already while a PhD student she discovered
that radium could kill cancer cells, but being a woman she someti-
mes had to let her husband present the findings while she acted in
the background (This was in the early 20th century).

When she was awarded the Nobel Prize, her husband was offered a
new laboratory, but not Marie. She gave away most of the first prize
money to friends, family and to the research associates who worked
with her. Marie made the unusual decision not to patent the radium
isolation process, so that the scientific community could make use
of it for free. Among other things, she developed a mobile radiology
unit that could be used for x-raying wounded soldiers, and, assisted
by a military doctor and her daughter, Marie made sure that several
hundred units could be installed in the field during the First World
War. Marie Curie became known as an honest and modest leader
who turned down a number of awards and prizes in order to con-
centrate on her work.

Leaders are not saints....

Having strong values and being driven by altruistic motives does
not necessarily exclude any self-interest. That is extremely rare,

and complete self-sacrifice is probably neither helpful nor
healthy for a leader of a social business. It tends to lead to the
match phenomena — it can burn with a big flame, but only for
a short while. People are complex and often full of contra-
dictions; it may even be impossible to truly know one’s own in-
ner motives. Inside, we are like abstract paintings rather than
classic landscapes. To have mixed motives and to sometimes
feel confused and pulled in different directions is a sign that
you understand reality, and can also have empathy for other
people. Rather than denying it or feeling inadequate, recognise
it and let it humble you. It can be useful to have a mentor, an
experienced leader to turn to, especially when it comes to ethi-
cal dilemmas.

....and rarely heroes

Quite often successful entrepreneurs are portrayed as heroes,
people who bounce back after each defeat. It looks as if their
determination and positive thinking is the main reason for their
success and that they were more or less born into their roles. Is
this long-lived ideal really true? All people, including all en-
trepreneurs and leaders, have different starting points in life
and different skills and resources. Would Muhammad Yunus
have had the same success with his social enterprise had he not
been a talented student as young and received a scholarship to
go to the US? Nader Al-Khateeb would probably have had less
chances of co-founding Friends of the Earth Middle East had he
not done fifteen years of consulting work prior to this.

Being a woman entrepreneur and leader can also mean others
put a lot of obstacles in the way, depending on the context in
which the person works. The answer is not for women to work
harder to improve themselves. ‘Reach your full potential’ fol-
lowed by some self-help advice and physical exercise sugges-
tions are common messages in popular media. The answer has
much more to do with the need to change unequal societal struc-
tures and prejudice against women entrepreneurs, and the point
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here is that you should define for yourself what kind of leader
and change agent you wish to be. There is little point measuring
yourself against others, since you are a unique individual.

Handling team dynamics

It is natural to want to work with people who are like yourself,
but it is not likely to be the best choice for your organisation.
Complementary skills and personalities are essential characte-
ristics of highly effective teams. Somebody in the team may have
leadership competences, perhaps even more so than yourself.
Think about what this would mean; how could you allow that
person to grow and to develop her or his leadership skills? Can
you do this without feeling threatened (if you are the founder or
the director of the organisation)?

New teams go through phases of development. According to
American psychologist William Schutz, there are three main
phases. The first phase is the ‘belonging phase’ when all the
members are keen to be accepted by the others and think a lot
about whether they really want to belong to the group, and how
much they are willing to adapt. After this initial ‘honeymoon’
comes the most demanding time in the group process when con-
frontations and disagreements start to arise. In this phase the
teamwork and organisational culture is formed. Members ty-
pically wonder about how their competence and contribution
will be used and what sort of influence they will have in the or-
ganisation. A leader needs to be very open, non-defensive and
show that she or he is willing to allow all to participate in the
decision-making. At the same time the leader needs to be clear
about what the overall objective of the organisation is and define

the boundaries of acceptable behaviour. The final phase is when
the team starts functioning again and can start putting its energy
towards the common targets. People feel closer to each other and
there is a sense of openness. A group goes through these different
phases every time a new person joins the team, but the process is
usually quicker when a greater part of the team remains.

When interacting with a person who has a very different personality
or opposite views to your own, as a leader it is important to restrain
oneself (for example if you are expressive and you meet someone in-
trovert, or you meet somebody who upsets you with his or her views
and opinions). A trick I use sometimes, when I know I need to have
a meeting about something that is likely to be quite emotional, is
that I'sit in the ‘listening/thinking position’ where my chin rests on
my hand, so that I can put a finger discretely across my mouth. This
reminds me that I should restrain myself from saying the first thing
that comes to mind and to listen more than I talk. Mature leaders
rarely rush forward with their own answer to things.

In your work, you will be constantly dealing with new problems and
new opportunities, where you may not always know what to do. It
is good to let your team know that you do not have all the answers
and your job is not just to collect possible solutions from the team
members, but to guide the team in learning and exploring. Careful
consideration of multiple options, enquiries into the organisation’s
network, research of customers and so forth may be needed in order
to make business decisions. Think back on the opportunity process;
a responsible leader ensures that the organisation’s members learn
as much as possible about the field, including the situation of bene-
ficiaries, and then jointly develop the right solutions.



Questions to consider

What is the legacy you wish to create?
What values do you have which you will not compromise?
What are your strengths and weaknesses as a leader?

Are you comfortable to recognise and support other leaders
around you?
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Measuring results

If you wish to prove that your organisation is making
a positive social and/or ecological impact, you need
to show evidence. To stay motivated, engaged and
focused, the organisation needs feedback so that
it can develop those activities that work well and

Measuringresults

stop doing what works less well or has no effect.
External stakeholders that are interested in eviden-
ce may include impact investors, donors, researchers
and other social venture representatives. This chapter will
discuss what kind of social change is of interest to measure and
how the results of your activities can be evaluated and reported.

Potential for change

What kind of change you wish to achieve will guide what kind of
results you wish to track. The potential of your business idea can
be assessed at three different levels. If your idea has potential
for systemic change, this means that fundamental conditions for
individuals or groups of people can radically change as a result
of the work of your organisation.

An example: a social entrepreneur is providing trainee opportu-
nities for asylum seekers and is lobbying for a change of current
policies which restrict asylum seekers from engaging in any type
of work until a residence permit has been granted. The current
rule means that a person may have to wait several years before
getting into the job market, which has consequences at an indi-
vidual as well as societal level. A change in policy, hand in hand
with successful projects that introduce immigrants faster into
society, is a change at system level. Measuring these results will
require national data.

Another example of systemic change is projects that are related to
infrastructure. Lack of for example a public waste management sys-
tem will have many negative effects. Changing this will require se-
veral interventions and partners. The systemic challenges are those
large challenges where entrepreneurs may initiate an idea and cre-
ate the concept, but will be dependent on collaboration with larger
players to make a real difference.

Other ideas may have potential for catalytic change, meaning that
what you do will have a domino effect. Let us say that the entre-
preneurs who work with trainee opportunities for immigrants do
not put any resources into lobbying, but they are particularly sup-
porting immigrants with academic degrees. The immediate out-
comes if they succeed will naturally be very positive for the indivi-
dual, but the long-term objective of the entrepreneurs is to achieve
more diversified leadership teams in large organisations and poli-
tics. The organisation can act as a catalyst for causing change else-
where. Results to track may include career developments of the
target group and level of diversity at executive level of client orga-
nisations.

Another type of catalytic result is if your organisation’s idea is cop-
ied and replicated elsewhere by other individuals or organisations.
If the organisation has no other ambition than to change circum-
stances for its beneficiaries, then the results are measured at the
individual level only.

By using these examples, I also wish to illustrate that it may be pos-
sible to increase an organisation’s social impact over time. When
resources are limited, it makes sense to focus on the individual le-
vel, while still being visionary in order to see future possibilities and
plan for those.



Methods measuring change

There are several methods to choose from when measuring change.
Described below are two models that are simple to apply to any
type of organisation (profit or non-profit) and any organisational
size. The impact model is becoming the leading method among im-
pact investors and venture philanthropists in Europe. The Euro-
pean Venture Philanthropy Association (EVPA) undertook a con-
sultative process to develop this method in collaboration with many
other organisations.

The Logical Framework — a method used by donors in the interna-
tional development community for several decades to design pro-
jects that achieve measurable results — is sometimes a reporting re-
quirement when public donors sponsor projects. It is also a method
that independent evaluators often use. It is good to be familiar with
how social development and impact is assessed in the private versus
public world of funding.

Environmental impact can use these methods to some extent, but
may need to complement with other methods that also assess eco-
logical footprint, carbon emissions and so on. Guidance on this
can be found at the websites of organisations such as the Global
Footprint Network (GFN) and World Wildlife Federation (WWF).
There are also a number of different online carbon emission cal-
culators to choose from.

Impact measurement

Social impact is the longer-term effect of an organisation’s activiti-
es. Compared to immediate results or outcomes, impact has a broa-

der and greater effect on an individual or a group of individuals.
Impact is compared against what may have happened anyway,
without any actions, interventions or unintended consequen-
ces. The current status, which is the starting point of measu-
rement, is often referred to as the ‘baseline’. If an organisation
works with unemployed immigrants, the baseline will be that
X number of individuals were unemployed plus some addition-
al metrics, such as income status, number of dependent family
members and health status. The outcome of the organisation’s
activities will be the number of jobs created and the impact
sought after in the longer-term relates to increased well-being
of the individual and her or his family, after income and social
integration improves. Another phrase for this logic, which you
may hear social incubators and social entrepreneur organisa-
tions use, is ‘theory of change’.

Tracking results towards this long-term objective of social im-
pact follows five steps, as illustrated in this value chain:

Inputs — Activities = Outputs - Outcomes — Impacts

Inputs (resources that the organisation uses) and activities are
the things that the organisation plans for and does. The intend-
ed results are split into outputs, outcomes and impacts since
they are measured at different points in time. The outputs are
the immediate results of activities, such as the number of peo-
ple reached or the number of products sold. Outcomes are the
changes, benefits, learnings and other effects that these activi-
ties result in.
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Defining what to measure

If you have not already defined a concrete impact objective, for-
mulate the social issue or problem that the organisation is try-
ing to solve. Use the description of the beneficiaries and their
needs (as discussed on page 24). Through your business model
and business plan (see page 72) you have described what the ac-
tivities are and the targets for your activities, the outputs. The
next question is what the expected outcomes are. This includes
what the organisation needs to achieve in order to be on track
towards making the intended impact. There may be a long list of
possible outcomes, but select the ones that are most important
and measureable.

Example: An organisation is building toilets in urban slums. The
toilets will be run by local entrepreneurs, who will charge visi-
tors. Hence, the organisation wishes to track its success in terms
of usage of toilets as well as the effects on health and environ-
ment. Additionally, it will be interested in measuring the income
generated by the entrepreneurs that look after the toilets, to un-
derstand whether they can make a living from this.

The input or resources are the equipment, staff, implementing
partners and funding. The activities are the planning, building of
toilets, identifying and training the entrepreneurs, collecting the
waste and processing the waste into electricity and fertilizers. The
expected outcomes include increased access to sanitation for those
who live in the slums, job creation and improved local environ-
ment with less open water sewage. The organisation will measu-
re impact by measuring improved physical well-being among the
toilet users (reduced prevalence of diseases), improved material
well-being for the local entrepreneurs and improved environment.

Outcomes may also be negative, which is also important to consider.
In the example above this may include competition with existing
sanitation centres, if such exist, and zero job creation if the people
hired already had employment somewhere else.

To prove the impact, the organisation needs to validate the results.
The kind of impact that the toilet company wants to achieve also
demonstrates the complexity of this question. There are many
things that affect the physical well-being among those who use the
toilets. The organisation needs to be more precise about what well-
being means. So they decide to use the following indicators or met-
rics: number of days that a user was sick due to some stomach-rela-
ted illness, which is then compared to the number of sick days for
that somebody who lives in the slum but is not using these toilets.
They will also measure the number of outbreaks of typhoid and
cholera in the area around the public toilets. These are better met-
rics, even though there will still be a number of things apart from
personal hygiene and proper sanitation management that affect the
prevalence of these diseases. A critical factor in trying to provide
evidence will be how many toilets and users that are surveyed, since
this becomes a statistical exercise, where reliability increases with
the size of the sample.

A guide with many real case examples can be downloaded from
EVPA.

The Logical Framework

International development agencies (USAid, World Bank, AfDB,

Sida, UNDP, and others) as well as international aid organisations
need to justify programme expenditures based on results, as budget



austerity is essential when using tax payers’ money. The Logical
Framework, or LogFrame, was developed to help clarify the pur-
pose of projects, to plan well and to be able to measure outcomes
and impact. This method is similar to the impact model, but puts
more emphasis on the underlying assumptions, data collection and
follow-up of costs.

Narrative . Data .
Indicators Assumptions
Summary Sources
Goal
Purpose

Sub-purposes

Outputs

Inputs

The narrative summary identifies the logic and hierarchy of re-
sults in the hypothesis of the organisation’s business plan or pro-
ject plan. The goal is the same as the longer-term impact that the
organisation works towards or that a specific project should con-
tribute to. The purpose is the key results that should be achieved,
similar to outcomes in the impact model. It is often a good idea to
include sub-purposes, since there will be a number of results/out-
comes in a project that contribute to the purpose. Outputs is the
same as ‘activities’ in the impact model. Inputs is the same thing.

Indicators are the particular characteristics that are used to
measure change. It is the same as the example above, the num-
ber of toilets operated in a slum area and the number of toilet
users. Sometimes it will be difficult to measure certain things
that are important in order to show impact. Poverty and health
are very difficult topics to measure. Income levels and accurate
measures of health may be possible to get for the target group
by interviews, but comparison with the rest of the community
or population may be impossible if there are no updated statis-
tics available. It is therefore common to use proxy-indicators
that are indirectly linked to results. For example, measure the
number of mobile phones per household for a target area, or the
percentage of children in the household that go to school for at
least eight years. In the column for data sources, specify where
the indicator data will come from and when it will be collected.

Assumptions are the most critical factors to judge whether the
planned results are realistic and logical. Doing a plan without
mentioning the underlying assumptions looks like this: ‘If we
build toilets, then people in the slum are likely to be less expo-
sed to diseases related to sanitation’. With assumptions it looks
like this instead: ‘If we build toilets and assuming there is suffi-
cient number of local entrepreneurs that can operate them and
that people are willing to pay for using the toilets then people
in the slum are likely to be less exposed to diseases related to
sanitation’. The latter description provides a better understand-
ing of all the factors that must contribute towards the objective
of the organisation or what conditions need to be favourable.
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Measuringresults

Choosing metrics and collecting data

How much should one measure? For each indicator (or metric),
some data needs to be collected. Collecting data costs time and
money. It is important to consider this cost when planning a pro-
ject. Inreality, this is often the natural limitation to how much it
makes sense to track and measure. Think about it the same way
as you think about the business results. As a minimum the turn-
over and the costs (the reports that the accountants produce)
plus the increase in number of customers are necessary to track
on a monthly basis. Similarly, there are probably two or three
indicators related to your beneficiaries and the social outcomes
that you wish to measure.

In the IRIS guide there is a catalogue of metrics for measuring
social, environmental and financial success. This has become the
standard for impact investors globally. It is also used by corpora-
tes for their Global Reporting Initiative (GRI), the standard for
how to write sustainability reports. It is helpful when enterprises,
investors and donors use the same kind of language and defini-
tions, and it also saves time as one can make use of what has al-
ready been developed. You can choose as few or as many metrics
as the organisation will find useful internally and externally.

When measuring social change and impact you will likely need
to use a combination of quantitative methods (surveys, for ex-
ample) and more in-depth qualitative methods (such as inter-
views and observations). There may be opportunities to colla-
borate with research organisations and get external funding for
independent evaluations, including data collection, if the goal is
relevant (novel and significant from a research perspective) to
the research organisation and the funder.
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Five social businesses

Maendeleo

‘Idid not even know how to switch ona com-
puter’, says Asia Kamukama, the founder of
Maendeleo Foundation. Now she is running
an organisation that teaches computer
literacy in rural areas of Uganda. When she
was in her second year of university she was
volunteering in the school library and was
asked to come up with a database for over
30,000 books.

‘I thought it was actually going to be easy to
do this manually and | got 13 volunteers to
help out. After a week there was not much
progress. A guy with a computer saw what
we were trying to do and said that he had
a better way of doing it. He showed me his
laptop, but although we were university stu-
dents, we did not even know how to switch
on a computer. | asked him for a lesson and
if | could possibly borrow his computer,’
Asia says.

As the man agreed to teach them how to
use a computer, Asia started thinking that
IT skills should be introduced at all schools.
Shortly after she had been trained, Asiaand
an American friend, Eric Morrow, set up the
foundation and decided to target primary
schools. The scope soon expanded to in-
clude secondary schools, as well as doing
classes in libraries. ‘Some students drop
out and we want to reach those who cannot
continue school, so that they can find jobs.’

How do you deliver high-tech
training in low-resource settings?

Less than 15 per cent of Uganda’s popu-
lation has access to electricity. The areas
which Maendeleo targets often lack elec-
tricity completely. Thanks to a partnership
with the UN Millennium Villages Project
they could set up a solar-powered computer
lab. It worked as a way of trying the techno-
logy, but a permanent computer lab would
not enable the foundation to increase its
reach. Asia and the team started investiga-
ting how to make a mobile version of a com-
puter classroom.

‘By stripping the back seat out of a
Toyota RAV4, adding a custom-built roof
rack that could hold three solar panels,
designing collapsible desks, chairs, and a
robust tent, we began to take computers
to villages and towns and set up the mobile
classroom outside of schools and commu-
nity centres. The first mobile solar compu-
ter classroom could run five computers ata
time, not requiring any resources from the
institutions visited. In 2008, it was introdu-
ced for the first time at Kitengesa Commu-
nity Library near Masaka, where communi-
ty members of all ages were able to touch a
computer keyboard and mouse for the first
time,” Asia says.

The foundation now operates two of these
mobile classrooms. Each facility can provi-
de training for 15 people at a time and up to
200 per day.

What does your revenue model
look like?

The revenue model varies slightly by loca-
tion. In most libraries, participants pay the
training fee themselves. Some libraries,
though, have a general license and pay for
the availability of the software to any visi-
tor. Schools pay a fee per term (€5) for the
teaching and invest in computers that are
shared among pupils. Five out of the ten
schools that the foundation currently ser-
ves pay full fees for the programme. The
others rely on sponsorships by local orga-
nisations.

‘The schools are willing to pay since they
want to be able to compete favourably in the
national exams, and for the pupils to be able
to go to good schools’, Asia explains. But far
from all schools can pay and this became an
issue as the demand for Maendeleo’s servi-
ces grew.

‘One of the weakest areas that we identified
in the way we market and sell our product
was nevertheless the sustainability and af-



fordability for the customers [of computers
and the training]. If a school that can’t pay
pulls out halfway, we loose our income for
the entire course.’

One of the partners of the foundation had
been working with sustainable agriculture
and came up with a projectidea. The school
raises chicken and use the profits from sel-
ling eggs to buy computers. Five schools in
rural communities expressed their interest
and two have now started that project with
the expectation that the sales of eggs can
pay for a computer within a few months.

Maendeleo have developed training soft-
ware so that classes can be held withoutan
instructor having to be presentall the time.
Teachers from the partner schools are in-
volved in the development of the curriculum
and agree with the team on how the classes
should be scheduled. Some students are
part of the testing of each new educational
software package. The organisation has
also started offering consultancy services,
and five years afteritsinception it employs
seven people.

What have been your main
challenges?

‘Our first challenge was getting people ex-
cited about the programme and tailoring it
to their needs. Our second challenge was
getting staff trained and get them to un-
derstand the development of the organi-
sation. After participating in the SE Forum
(Social Entrepreneurship Forum) accelera-

tor in Nairobi, | shared everything with my
team and that, together with being part of
a mentorship programme here in Kampala
with the Mara Foundation, has helped us
turn our organisation into a social enterpri-
se. We started as a non-profit but now we
run it as a business. But it is still challen-
ging for us to have a sustainable financial
plan for all the activities that we do.’

At a personal level, Asia has dealt with her
own challenge of doing it all by herself:

‘ guess we [entrepreneurs] all begin thin-
king that we have to do everything on our
own and everything it takes. Then we reali-
se that we need more help, recruit peo-
ple and train them. | have changed
only one person on the team, but
the rest we trained and are tur-

ning them into another direc-

tion. They actually said that

they had wanted to tell me

the same things, that we

should try to generate

more of our own inco-

me. Now | notice that

they are more energi-

sed, they see the fu-

ture. Some of them

were very worried

about the funding

in the past, but now

they see that people

can pay for the servi-

ces. It is challenging

for them as well, every-

one has to think outside

of the box.’

Maendeleo now sees proof of the impact
from their very first training at the secon-
dary school of Ruhiira.

‘Some of the young people from that first
visit are now studying computer science at
universities in Kampala, and we are work-
ing with them to get their own computer
service businesses running.’

///“7?%
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Five social businesses

IFASSEN

Faiza Hajji enjoyed bicycling as a child. To
avoid the boys who would yell at this odd girl
who was on a bicycle (it went against what
girls in her area was expected to do), she
biked to places outside the city where no
one knew her. One of those neighbourhoods
was — and is still today — called ‘the plastic
village’. The winds carry plastic bags from
the city in this direction. Over the years, the
amount of plastics has become enormous.
It lies piled meters-high in some places
where children play and cattle roam around.

‘My mother is a doctor and once she was
offered a homemade basket by a poor wo-
man in return for medical advice. This bag
was made of old plastics and aluminium,
and thatiswhen | got the idea for whatto do
with all that plastic,’ Fazia says.

How did you investigate the
business opportunity?

‘l was studying engineering in France and
started working on the idea of turning
plastics into handbags. There was a busi-
ness competition and | won first prize. That
somebody believed in my idea was really
encouraging and a designer contacted me
and offered to help,’ Fazia says.

The designer and Fazia visited the Berkane
Province in Morocco. Together they agreed
on designs and started contacting women
who might be interested in producing the
bags. They participated with some sample
products at the Paris fashion fare — and re-
ceived orders for more than they could pro-
duce.

Shortly after this, Fazia set up her NGO to
organise impoverished women, train them
and start the production. Her idea is to do
something about the environmental issue
of plastic recycling, educate the community
through engagement of schools and hous-
eholds, and to allow women with traditio-
nal skills to earn an income. IFASSEN has
been developed as the commercial brand
of the organisation. They sell their products
at fairs, by direct marketing and online, and
have so far mainly targeted the French mar-
ket.

‘With our new website, people can submit
their own designs. If we believe that design
to be of interest to others, then we can pro-
duceit, sellitand share a percentage of the
income with the designer,’ Faiza explains.

Managing at a distance

Faiza runs the organisation together with a
business partner in France, but has moved
with her family to Latin America. Natural-
ly, she now needs to rely on the people on
the ground, who are in charge of the mar-
keting, fundraising, production and educa-
tional programmes in schools. Three women
work full-time in the production facility but
IFASSEN provides work to more than 60 wo-
men in total, organised in four cooperative
groups. The engagement of the cooperati-
ves became possible through support by
several UN agencies and Agence du Sud.

The supply of plastic materials comes from
the ‘green spot’ recycling points that the or-
ganisation has placed at nearly a hundred
sites. The NGO recruited ‘eco-families’ that
pick up the waste at the green spots, collect
plastic bags from dry-cleaners, and bring it
all to the production facilities.

How do you ensure the production
quality?

‘The women in the production participated
in the development of the process descrip-
tion. They can also contribute to the design.
In fact, although we work with five profes-



sional designers, the artisan model that
one woman made became our best-sel-
ling model. | also have a volunteer who is in
charge of the operations.’

What are your business
objectives?

‘To depend less on grants and donors! We
want to make the organisation self-sus-
tainable and we are not so far off now. We
are likely to become profitable in 2016. The
environmental education part will be split
from the business to a separate entity. But
sales is always a challenge. We had hoped
to sell more by now,’ Faiza says.

The company is now looking to promote its
products in other geographical markets
and to broaden the product line to include
home decorations. They are also starting to
get institutions as clients, requesting be-
spoke interior design pieces.

What would be your advice to
other entrepreneurs?

‘Expect to change your business model
many times. This is one of the things we dis-
cussed at the accelerator She Entrepre-

neurs. One needs to be very flexible, since
a business model is not rigid and definite.
Do not be afraid to ask for help, forexample
from partners, regarding capacity-building
and so on. The worst thing that can happen
is that people say no,’ Faiza says.

The ecological and social impact from the
project is clear. The weaving technique
used by the women has a strong im-
pact on environmental protection,
since about 50 bags are required
to manufacture one bag. One of
the women in the production
has earned enough money to

buy her own house and send

her daughter to school. Many

of the other women have es-

caped the poverty they li-

ved in and have learned to

read and write.

Positive side effects have
also ensued. One man offer-

ed to pay for a scholarship
toone of the schools thatthe
NGO works with. This spon-
sors 20 pupils, of which 15 are
girls, with the cost of transport
and school items.
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Five social businesses

SheFighter

‘l talk to myself every morning: “You are
doing well!” As an entrepreneur | think you
have to motivate yourself, no mentor can
help you with that.’

More than anyone, Lina Khalifeh knows
what it takes to swim against the tide. Her
family and friends were very sceptical when
she announced that she would set up a stu-
dio in central Amman in Jordan for women
to train self-defence. She had been training
girls and women in the basement of her pa-
rents’ house after becoming a certified trai-
nerin Canada and the US. Three years later,
in 2015, she had 800 clients and a first fran-
chisein Armenia, and had already expanded
into a larger studio. A poster says ‘The Pink
Training Course’. The studio is full of friends,
mothers with their children, teenagers and
university students. All come to take self-
defence classes, or one of the other clas-
ses that have been added to the program-
me: yoga, strength and fitness.

In 2014 Lina was awarded the United Na-
tions Conference on Trade and Development
Women in Business Award for her mission to
generate awareness and decrease violence
against women.

How did you manage to grow the
business so fast?

‘There are many reasons: public speeches,
marketing at schools and talking to other
entrepreneurs. It has mainly been word of
mouth,” explains Lina.

She has also implemented a consistent
brand identity across marketing communi-
cations and the interior of the studio. Strong
pink accents with black and grey associa-
te well with the feminine and strong image
Lina wants to project with her slogan ‘Em-
powering women through self-defence’. The
message is not only about physical strength
and power. In social media SheFighter posts
messages also about women empowerment
in general.

Despite her success, SheFighter has no di-
rect competition. There is no other gym for
women only in the Middle East, according to
Lina. Abroad some women-only gyms exist,
but female martial arts centres are still ex-
tremely rare. It is not received well by eve-
rybody though. Lina has struggled a great
deal with keeping staff, due to interference
from men.

‘Itis so frustrating. | have a challenge fund-
ing people who are very good trainers.

One of the best had objections from her
father, as he did not want her to train wo-
men to fight. It is the same problem again
and again. A husband, father or brother
will object. Sports are not taken seriously
here.’ Lina’s own parents did not approve
either at the beginning. Her father is a bu-
sinessman and he did not believe that his
daughter could make a living from running
SheFighter.

‘Now heisvery proud!’ Lina says with a smi-
le. The growth has attracted both prospec-
tive business partners as well as investors.
So far Lina has rejected all offers.

‘Itis risky, since | do not know these people
sowell.ltrytotrustthem, but...no, sofar so
good. | am ok on my own,’ she says.

Do you fear losing control?

‘Yes, it freaks me out! The investors that ap-
proached me would be minority sharehol-
ders, but still they asked for a lot of things. |
am making a profit, paying myself and eight
other people asalary, sothereis nourgency
to get funding.’

The will to control things comes perhaps
as no surprise, since Lina is a competitive



taekwondo master. She has represented
Jordan in many international champion-
ships, and she also practices kick-boxing,
kung fu and boxing.

Since you run the business on
your own, is there any skill you
lack?

‘Yes, | would like to understand business
models better for going international. | have
started franchising, but would like to know
more about that. And how to keep staff!’
Lina dreams about opening SheFighter in
the US, since she believes thereisan unmet
demand among Muslim women who cannot
be in mixed gyms to train martial arts. But
itis a big step and the US is an entirely dif-
ferent market compared to Jordan.

What would be your advice to
other start-ups?

‘I thought | would be more free, working for
myself instead of being employed. If you
want to be successful though, you need to
work a lot. All entrepreneurs can of course
decide for themselves how much time they
want to put in, but | think it is difficult to
succeed without working hard. I also used

to be quite shy and had to learn to speak in
front of audiences.’

Have you seen any impact of your

social mission yet?

‘Yes, | see the women | train grow their C @ (')«)
self-confidence. Recently, | had an {

amazing example of the results (f 7)

from this. A woman who is ré)
training with us was attack- R 0
edinthe streets and could

defend herself. Not only ro

that, but she then chas- U

ed the attacker and —
caught him. With the @

help from somebody
else, they control-
led the attacker un-
til the police arri-
ved. That guy went

D
‘ 7
to jail.’
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Five social businesses

Qabila

Perihan Abou-Zeid is co-founder of Qabila,
a media content creator that capitalises
on crowdsourcing and digital media. The
founders wanted to revolutionise the me-
dia production industry in Egypt with a bu-
siness model that is innovative, effective
and, most importantly, realistic.

‘Our biggest source of inspiration —and fru-
stration — was what we saw in the main-
stream media. How negativity spread, es-
pecially towards the end of 2010, and how
young Egyptian people were portrayed as
weak, not interested to learn and not par-
ticularly loyal to their country. We decided
to do two things: firstly, to create content
that has a societal value (e.g. educational or
showing a bit of our heritage), and secondly,
with the same content we wanted to create
a sense of pride and connection to our his-
tory,” Perihan says.

‘We started producing videos that were ex-
plaining proverbs, but the quality was not
very good. When the revolution happened
we were inspired to create content that
were educational and used animations. This
became a better, nicer product. It went viral
very quickly.’

Four people founded Qabila, and since they
were open toinclude anyone who could con-

tribute, within two months the team had
grown to eleven people. The organisation
was non-profit at first and everyone was
volunteering.

What was key to getting the first
clients?

‘We were kind of lucky. The key was main-
ly to be visible online. We put the Egyptian
culture at the core of what we did. We did
not worry about how to commercialise it,
but it wentviral and media picked up on it.’

The team was interviewed in large media
channels and were invited to stream vide-
os in the breaks between TV programmes.
This attracted organisations which needed
similar content. The first paid content that
Qabila produced was a national campaign
to vote in the national referendum. Their
film explained how to vote and how to make
sure a vote was valid. After this, the team
received requests from different organi-
sations, such as the World Bank and Uni-
ted Nations Development Programme. Six
months after the launch of Qabila, the or-
ganisation changed its status to a corpora-
tion and could begin to pay staff.

How did it work to have so many
founders?

‘In total we were twelve shareholders and
thisended up being one of our biggest chal-

lenges. It took us six months to define the
governance model. It was very difficult to
decide how we would work and vote. Since
we were so many shareholders, the largest
shareholder had 12 per cent and the smal-
lest half a percentage,’ Perihan says.

The solution was initially to create an orga-
nisational structure where four of the sha-
reholders were in the management team
with organisational responsibilities. Over
time, it became clear that having that many
shareholders would still be an issue to grow
the organisation further, if external capital
was needed. Perihan and two of the other
shareholders bought out the other share-
holders and it took in total about two years
to create the optimal organisation.

What are the main challenges?

‘Finding talent is extremely difficult. The
space is dominated by large agencies,
which pay well so it has taken long finding
people who are willing to accept a lower sa-
lary. The other thing is the regulation here.
To publish our content on television, the
censorship authority must first approve it.
It is predominately for political reasons,’
Perihan says.

The business is cash intensive, which is an-
other big challenge for the start-up. They
need to invest early on and start producing
content before clients pay them. This is a
difficult revenue model and it leaves the bu-



siness bootstrapped (low on cash) most of
the time. Qabila has nevertheless not rai-
sed any external money so far, mainly sin-
ce they are careful not to include too many
shareholders again.

‘To maintain positive cash flow has been
hard. We had a real dilemma whether we
should spend our money on producing ori-
ginal content, which keeps us ahead of the
competition, or if we should do white-label
productions at the risk of our own brand be-
ing forgotten.’

Qabila cut back on original content in 2013,
and are currently only doing on-demand con-
tent productions for clients to ensure that it
can maintain the current organisation.

If you had less of these
constraints, what would you do
more of?

‘We still want to make inspirational con-
tent. In our portfolio there is for example a
video called "The aviation dream”. It tells
the story of a scientist who in our [Egypti-
an] history is portrayed almost as an idiot
who did not succeed. This is not true and
we wanted to say that even if you fail, the
dream lives on. We also want to make do-
cumentaries about the history of places,
for example the city of Giza, and the people
who lived there and their traditions.’

How does Qabila measure
impact?

The key metric is ‘viewership’; how many
people view the videos, from which countri-
es and with what demographics. Then, the
company use qualitative measurement and
analyse interaction and feedback about the
content. Educational content thatis produ-
ced on behalf of other organisations some-
times include client feedback such as the
effect of campaigns. Overall impact linked
to the social mission of the company is not
measured yet.

What would be your advice
to other entrepreneurs?

‘Do your homework. Find the
data that you need and treat
your start-up as a bigcompa-
ny from day one. Entrepre-
neurs also need to realise
that they could be their
very own enemies since
they need to decide for
themselves if they can
make it or not. If some-

body has a dream, the
worst-case scenario is

not to fail; itis not doing
itatall. You always learn
something.’

-~
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BanaPads

Seeing his sister and her female friends
miss school because they could not afford
to buy sanitary pads, Richard Bbaale deci-
ded to try to develop a new solution during
his time in college. Affordable, hygienic and
good protection — this has been his mantra
as well as his brand promise in determining
the criteria of the products that his compa-
ny BanaPads has developed and now sells in
Uganda as well as in Tanzania.

Richard has taken a structured approach
to develop a new type of sanitary pads. He
was looking for a biological material, ideally
growing in Uganda so that he could set up
his own production. In his search, Richard
learned that banana plant fibres have very
good absorption properties so he started
testing it. At the same time he asked many
women what they were using while men-
struating and what they would demand
from a new product. Several alternatives,
such as re-usable pads and menstrual
cups, were rejected by the women for dif-
ferentreasons.

‘Itoo had thought about something that was
possible to use many times, but the need for
clean water is an issue. BanaPads are one-
time pads, but since they are made from
only natural, processed material they de-
grade within a few weeks. They can even be
flushed down the toilet without clogging the
pipes,’ Richard says.

How do you engage customers in
the development process?

‘There have been several iterations of the
product to ensure they meet the demands
of women. Besides price, comfort is a key
issue. The first customers were frustrated
with the pad. They did not think it was soft
enough and it did not have wings,’ says Ric-
hard who managed to improve the pads.

The choice of packaging has also been infor-
med by customer insights; how many pads
per pack, the language on the packaging,
and so forth. Next, Richard sees the need
for selling the pads in a package together
with underwear. These too, can be made of
natural fibre. ‘We can compete with any in-
ternational pad in terms of quality now’, he
says with pride.

BanaPads’s distribution network
consists of ‘micro-entrepreneurs’.
How does this model differ from
having sales staff?

‘Thisis a “businessin a bag”-concept, where
we give women a consignment of up to $256
worth of products, which is 330 packages.
This is considered a loan and they choose
how they wish to sell it, but they come with
arecommended price. It usually takes the
women one or two months to sell the pro-

ducts, and the average profit for themis just
over $40 per month. Those who are good at
selling can set up their own kiosk if they
wish. We provide all entrepreneurs with
marketing materials, such as t-shirts, bags
and leaflets.’

The distribution network seems success-
ful for all parties involved and BanaPads is
now represented by more than 450 micro-
entrepreneurs. Itis, however, arather com-
plex model to implement. Each person that
has beenrecruited goes through a long pro-
cess. BanaPads operates in several paris-
hes. Each parish has a chief from whom to
get approval from for any official activity
that should take place within his parish.
The parish is then divided into sub-counties
thatarein turn divided into districts. There
are several self-help groups and cooperati-
ves to which several women can be recrui-
ted at once. The supply-chain is organised
in a similar way. BanaPads has partnered
with self-help groups in areas with banana
plantations. There are 30 women per self-
help group and BanaPads currently engages
ten of these groups. One production centre
employs ten women full-time and thanks to
the growth in sales, it will soon be adding
another shift to double its production ca-
pacity.



Is there any downside with this
distribution model?

‘The recruitmentis not really an issue any-
more. We had 600 candidates when we last
announced that we were looking for more
micro-entrepreneurs, and we found 500 of
them to be serious candidates. We do have
issues with money changing hands and in-
ventory though. | have recruited an IT per-
son now, since we need to shift to mobile
money for payments. It means we are likely
to need a call support centre as well,’ Ric-
hard says and adds that this may be a good
way to scale up the operations as they start
selling in more countries. The mobile money
provider will be different, but it is a better
and safer way to manage payments.

How does BanaPads measure
impact?

‘We have 80 women who help with surveys.
They interview people before we have star-
ted selling in an area [baseline surveys],
and then come back to follow-up. We track
many different things, from current usage
and issues, to school and work attendance.
The impact we wish to see is less absence
in primary and secondary schools [due to
menstruation] and more days at work for
working women.’

Is there ever any tension between
your social and commercial
objectives?

‘If someone is not good at selling and does
not perform, we try to bring her somewhere
else to try another area. If that has no ef-
fect, we will put that person aside for six
months. We do not want to fire anybody,
but use this way of suspension if necessa-
ry and are willing to evaluate again af-

ter the six months. We do also have
mentors and regular follow-ups

with all the micro-entrepre-

neurs. The worst performers

so far took six months to

sell their first consign-

ments, so overall | do

not see much conflict

running a social en-

terprise with a com-

mercial model.’
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Glossary

Beneficiary
A person who derives advantage from some-
thing, especially a financial benefit. In the con-
text of social business they are the main target
group to benefit from the social and/or ecolo-
gical value creation. Beneficiaries of social bu-
sinesses are often vulnerable groups. These are
groups of individuals who share one or several cha-
racteristics that are the basis of discrimination or ad-
verse social, economic, cultural, political or health circumstan-
ces, which cause them to lack the means to achieve their rights
or otherwise enjoy equal opportunities.

Cash flow

The total amount of money being transferred into and out of a
business, especially affecting its liquidity (cash or assets that can
quickly be converted into cash).

Customer

Organisations or individual members of the general public
purchasing property, products or services for commercial, pri-
vate or public purposes.

Governance/Organisational governance
System or manner by which an organisation makes and imple-
ments decisions in pursuit of its objectives

Impact

Positive or negative change to society, economy or the environ-
ment, wholly or partially resulting from an organisation’s past and
present decisions and activities. The phrase ‘social impact’ in this
book is understood as positive impact, if nothing else is stated.

Scale-up
Increasing something in size, number or extent.

Shareholder
An owner of shares in a company.

Social responsibility

Responsibility of an organisation for the impacts of its decisions and
activities on society and the environment, through transparent and
ethical behaviour that

e Contributes to sustainable development, including health and
the welfare of society;

e Takes into account the expectations of stakeholders;

e Isin compliance with applicable law and consistent with inter-
national norms of behaviour;

e Isintegrated throughout the organisation and practiced in its
relationships.

Stakeholder

Individual or group that has an interest in any decision or activity
of an organisation. An organisation’s objectives may be limited by
the interests of its owners, members, customers or constituents, and
other individuals and groups may also have rights, claims or specific
interest that should be taken into account. Collectively, these indivi-
duals or groups comprise the organisation’s stakeholders.



Sustainability/Sustainable development
Development that meets the need of the present without compro-
mising the ability of future generations to meet their own needs.

Sustainable development is about integrating the goals of a high
quality of life, health and prosperity, with social justice and main-
taining the earth’s capacity to support life in all its diversity. These
social, economic and environmental goals are interdependent and
mutually reinforcing. Sustainable development can be treated as a
way of expressing the broader expectations of society as a whole.

Transparency

Openness about decisions and activities that affect society, the eco-
nomy and the environment and willingness to communicate these
in a clear, accurate, timely, honest and complete manner.

Definitions from the ISO 26000 Guidance on social responsibility
and Oxford Dictionaries.
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