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Abstract: Most of the Social Entrepreneurship (SE) literature derives its theoretical assumptions from
the field of entrepreneurship in general, and more broadly, from modern economic theory. However,
some thinkers notice significant gaps in existing theory and try to conceptualise SE incorporating some
missing elements. In this theoretical paper, we explain the origins of contemporary SE concepts, analyse
the significant contemporary SE works of leading thinkers and their theoretical assumptions. We also
specify major shortcomings in existing concepts and demonstrate the possibility of filling gaps by re-
alism, especially Aristotle’s philosophy. His distinctive realist view of human beings, including entrepre-
neurs, and his broader view on economics allows us to understand the essential nature of entrepreneur-
ship, providing unique insights regarding the intellectual-volitional faculties of the social entrepreneur.
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Introduction

The term ‘social entrepreneurs’ was used for one of the very first times in academic papers
in 1978 by Lessem when organising a Management Education Workshop. This was when
he tried to find a term describing ‘alternative entrepreneurs’ providing an example of dif-
ferent types of tree in Bialowieza forest (Lessem, 1978). R. Lessem perceived social entre-
preneurs as “groups, institutions and activities where conventional notions of authority
and the rights of ownership do not apply” (1978: 178). At the same time, a great deal of
attention was focused on public entrepreneurs (e.g. Eichhorn, 1978a, 1978b; Lewis, 1980;
Ramamurti, 1986; Talpaert, 1978,), and writers pointed out the major differences between
regular and public entrepreneurs, e.g. public goals, organisational independence from the
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government (Ramamurti, 1986). R. Talpaert (1978) argues that social entrepreneurs are
needed especially in times of crisis, as ‘experimenters’ with social change. He argues that
managers, in all sectors of society, may become such social entrepreneurs because of the
power they hold in existing organisations. He also suggests consideration of management
education programs focused on educating social entrepreneurs as social ‘revolutionists’.
These public entrepreneurs are also called social ‘catalysts of change’ (Waddock, Post,
1991). C. Leadbeater (1997) considers social entrepreneurs a tool for radical social reforms
(cf. Thompson, Alvy, Lees, 2000). Numerous thinkers see the role of social entrepreneurs
as pioneers of social change (e.g. Ganesh, 1998) or social innovators (e.g. Leadbeater,
1997). Waddock and Post (1991) argue that social entrepreneurs are a special kind of
public entrepreneur. However, as they are private citizens, not public servants, they focus
on raising public awareness and developing new social solutions. Some SE writers argue
that a government has a role in supporting social development (Fontan, Shragge, 1998;
Gray, Healy, Crofts, 2001; Midgley, Livermore, 1998). Contemporary scholars argue that
SE is a newer version of a non-profit organisation (e.g. Bale, Aziuna, 2020; Flower, 2000),
while others identify SE with regular entrepreneurship (e.g. Dees, 2001; Lessem, 1978),
distinguishing them only by their mission.

Analysis of the major theoretical assumptions underlying SE concepts shows that the
foundation has been taken from the field of entrepreneurship, drawing from modern
economic discourse. Several thinkers have noticed the significant shortcomings and gaps
in existing SE concepts that call for further research. Some have tried to investigate these
from elements derived from classical philosophy (e.g. Korstenbroek, Smets, 2019; Mort,
Weerawardena, Carnegie, 2002).

In this theoretical study, we analyse the major concepts and assumptions, and propose
to fill these gaps by incorporating an approach based on realism, Aristotelian philosophy.
It explains the original meaning of the intellectual and volitional human powers, choices,
the voluntarily chosen objective, and virtues. It also presents a broader view of economics,
taking into account the social, psychological and moral aspects of human actions.

In the first part of the article, we describe the origins of the SE concept, while in the
second one we analyse the major concepts based on the works of leading SE thinkers. In
the third part, we present the results of the analysis of the theoretical assumptions behind
the presented concepts and the significant gaps that exist, demonstrating the possibility
of filling them by the original Aristotelian theory.

Origins of the SE concept

The rise in popularity of the SE concept in the past two decades comes from several initia-
tives taken by members of institutions, not the entrepreneurs themselves. The first report
on social entrepreneurs was developed by the Center for Policy Research, financed by the
Rockefeller Brothers Fund (Crimmins, Keil, 1983). In the report, social entrepreneurs are
seen as non-profit managers, “with a background in social work, community develop-
ment or business, who pursue a vision of economic empowerment through the creation
of social purpose businesses intended to provide expanded opportunity for those on the
margins of our nation’s economic mainstream” (Schulte, 1998).

D. Richmond Gergen, Harvard University professor, former Director of Communi-
cations in the White House and an advisor to the US president, noticed the potential of
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social entrepreneurs for political and social reforms and has given his support to the rise
in SE initiatives. Numerous universities (Harvard, Stanford, Columbia, New York Uni-
versity, Oxford, Duke) have launched initiatives supporting the concept (Dees, 2007).
The World Economic Forum’s founder, K. Schwab, has created the Foundation for Social
Entrepreneurship and supported a public broadcasting series on the ‘New Heroes’ (2005),
in cooperation with the Manhattan Institute, as well as created a Social Entrepreneurship
Award (cf. Dees, 2007).

In the literature, SE is often considered, and promoted as alternative method of solv-
ing social problems indicated as worthy by the above institutions. “In an ideal world,
social enterprises would receive funding and attract resources only when they produced
their intended social impact - alleviating poverty in a given area, reducing drug abuse,
delivering high-quality education, or conserving natural resources” (Dees, 1998a: 60).

SE is thus considered as a type of non-governmental development organisation
(NGDO) (Flower, 2000). However, NGDOs themselves are considered to be political pro-
jects (Flower, 2000: 639). At present, writers recognise the possibility of transformation
from traditional non-profit organisations to social enterprises to ‘enhance’ their activity
(Bale, Aziuna, 2020; Ko, Liu, 2021). “Social enterprise is a means for non-profit agencies
to maximise their mission-related performance through the development of new ven-
tures or by reorganising activities to improve operational efficiency” (Zappala, 2001: 43).
According to Zappala, “social enterprise is a means for non-profit agencies to maximise
their mission-related performance through the development of new ventures or by re-
organising activities to improve operational efficiency” (2001: 43). SE has also been seen
as a ‘tool for Sustainable Development’ (e.g. Blanda, Urbancikova, 2020; Satyendra et al.,
2021). Government and institutional funding (grants, programs etc.) are often used to fi-
nance SE initiatives (e.g. Cagarman et al., 2020; Chan et al., 2019). Recent research shows
that numerous young people follow such tracks (e.g. Bublitz et al., 2021). However, writ-
ers have started to criticise such an approach, pointing out that SE is being ‘used’ for tack-
ling many deep-seated and essentially ‘public’ structural problems (e.g. Chalmers, 2021).

Various courses, workshops, and studies in SE have been organised at universi-
ties. The leading thinkers cited in most of the literature sources in this field are Dees
(cf. Zietlow, 2001, Hota et al., 2021) and Waddock and Post (Hota, Subramanian,
Narayanamurthy, 2021). Their works have set up a foundation for the content of these
educational courses and frame the body of present research in SE (e.g. Dees 1998a, 1998/
2001, 2007 onward; Waddock, Post, 1991).

Economic or social entrepreneur

As Dees argues, SE has become a popular concept in part starting from the works of the
New Ventures organisation “helping non-profit explore new sources of income” (Dees,
2007: 24). He sees a need “to encourage and support social entrepreneurs, individuals,
and organisations that bring to social problems the same kind of determination, crea-
tivity, and resourcefulness that we find among business entrepreneurs” (Dees, 2007: 24).

Social entrepreneurs undertaking purely philanthropic entrepreneurial initiatives are
characterised by Dees (1998a) as appealing to goodwill, mission and social value, while
commercial entrepreneurs appeal to self-interest, the market and economic value. Another
leading writer points out that “social entrepreneurs play the role of change agents in the
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social sector, by adopting a mission to create and sustain social value (not just private
value)” (Zietlow, 2001). Entrepreneurial undertakings are regarded as “strategies to sus-
tain themselves financially” (Lasprogata, Cotten, 2003). Moreover, social entrepreneurs
show a set of unusual behaviours that “should be encouraged and rewarded” (Zietlow,
2001). A social entrepreneur is a person who “generates followers and commitment to
the project by framing it in terms of important social values, rather than purely econo-
mic terms, which results in the sense of collective purpose” (Waddock, Post, 1991: 398,
cf. Mort, Weerawardena, Carnegie, 2002). The ‘sense of collective purpose’ means “the
interaction between the social entrepreneurs and their followers” (Waddock, Post, 1991:
399, cf. Mort, Weerawardena, Carnegie, 2002). Moreover, “the values embedded in the
collective vision could be characterised as ‘end values™. The ‘end values’ in the thinkers’
opinions, “can be stated clearly: freedom from drugs; freedom from homelessness; freedom
from hunger; human dignity; health” (Waddock, Post, 1991: 399, cf. Mort, Weerawarde-
na, Carnegie, 2002). They are to “provide a sense of community” for members through
the stated end values that draw people together (Waddock, Post, 1991: 399, cf. Mort,
Weerawardena, Carnegie, 2002).

The major assumptions underlying these concepts revolve around ideas that regular
entrepreneurs do not create social value (only economic, individual or private value),
they do not follow a mission, or their aim is purely economic. On the other hand, social
entrepreneurs do create social value, they have a mission, goodwill, show exceptional
behaviours, provide end values, create community and commitment. However, social
entrepreneurs use ‘entrepreneurial strategies’, namely economic, to sustain themselves
financially, since “marketing and financial management proficiencies are key success fac-
tors” (Zietlow, 2002: 85, cf. Dees et al., 2001).

The central problem in most of the papers involves the same elements as in ‘regu-
lar entrepreneurship’, namely material resources, profit (or non-profit) and finance (e.g.
Dees, 2001; Sroka, Meyer, 2021; Zietlow, 2002), as “an increasing number of non-profits
are seeking additional revenues by behaving more like for-profit organisations”. As Dees
points out, “in the end, for-profit operations will not, and should not, drive out philan-
thropic initiatives” (Dees 1998a: 60), assuming that what drives ‘regular entrepreneurs’
is profit-seeking.

Such an assumption regarding entrepreneurs comes from works of several thinkers,
e.g. Friedman (1970) and M. Jensen and W. Meckling (1976). However, among writers,
some critics also exist of such an assumption (e.g. Dusk, 1997; Fama, 1980; Sison, 2007,
Huhn, 2017). Such an approach places SE in the same economic discourse as regular
entrepreneurship. Moreover, as G. Lombard (1971) noticed, incorporating social aims or
values, especially in management education, often creates economic advantages in a more
unclear way (cf. Golonka, 2019).

Thus, SE education content focuses primarily on, as in entrepreneurial education,
revenues, business plans, funds, etc., placing SE in the same discourse of ‘production’,
‘value’, ‘clients’, ‘strategy’, ‘techniques’ and ‘tools’ (cf. Golonka, 2019). Major assumptions
in the literature on SE regarding entrepreneurship come from Schumpeter, Say, Knight
and Drucker (cf. Dees, 1998a, 1998b/2001), and those thinkers ground their research in
philosophy of Adam Smith. The latter created the modern view on economics, focused
on material wealth and consumption as the purpose of production (Smith, 1776). He re-
placed the classical meaning of universal good as the purpose of human actions with his
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definition of such a good, which particularised it. Thus, writers following the Smithian
tradition try to define and provide the aims in SE as ‘profit/non-profit’ or particular ‘end
values’ (freedom from drugs; freedom from homelessness; freedom from hunger; human
dignity; health’ (e.g. Waddock, Post, 1991).

Moreover, Smith focused solely on the national dimension (e.g. creating the highest
possible Gross Domestic Product) instead of the developement of an individual human
being in the broader sense. From this point on, the assumption taken is that human ac-
tions that do not aim at consumption (and an increase of GDP) do not create any value.

Consistently, R. Moran (1976/2011), analysing the literature on entrepreneurship, no-
ticed that the entrepreneur as a person seems to have disappeared entirely from contem-
porary economic theory. Despite numerous pieces of research on entrepreneurship and
SE in recent years considering entrepreneurs, none of them considers the internal powers
and intentions of human beings that are, in fact, the origins of any external acts, including
entrepreneurial ventures.

A. Smith and his many followers perceive the human individual in the light of his
idea of the ‘invisible hand’ of the market. This idea represents displacing a person’s in-
tentionality by invoking an image of “an external agency that takes care of the matter of
intentions” (Jones, 2013: 48). Thus, Moran (1976/2011) shows that the market’s external
‘motivating power’ replaced the internal power of a person, in this case, the entrepreneur.

Consequently, in most recent articles, writers assume that entrepreneurs, including
social entrepreneurs, need to be externally motivated, encouraged and rewarded (e.g. Ziet-
low, 2001) and given end values - pre-formulated abstract ideas to act purposefully.

Hence, following Adam Smith’s ideas, the modern concept of ‘motivation” was creat-
ed by marketing and sales writers in the previous century in order to explain the possibil-
ity of external influence on the behaviours and actions of human beings (Danziger, 1997:
113, cf. Perrin, 1923; Tronald, 1928; Young, 1936). It results from a shift in the agency
from the human to an idea-agent, accompanied by re-conceptualisation of the human
internal motive for acting (Danziger, 1997, cf. Locke, 1947).

Filling the gaps

Some thinkers try to conceptualise SE, noticing the shortage of existing theory. For
example, G.S. Mort et al. (2002) incorporated a ‘virtue dimension’ connected with a mor-
al purpose that, in the opinion of the writers, differentiates the social from the commercial
entrepreneur. They considered the Aristotelian concept of virtues “which must be acted
upon to become genuine virtues”; however, they understand virtues differently than Aris-
totle, placing them among an entrepreneur’s attitudes and behaviours and assuming that
‘regular entrepreneurs’ do not follow a moral purpose.

Interestingly, the thinker who reformulated the concept of Aristotle’s virtues in terms
of rule-following was Adam Smith (Smith, 1966). ‘Self-command’ (Smith, 1966, V1, 3: 349)
becomes the critical virtue enabling people to control their passions. Simultaneously, he
introduces into the human psychological landscape an imaginary figure of an ‘impartial
spectator’ (Smith, 1966, I, 1, 5: 27), whose judgment is supposed to substitute for one’s in-
tellectual judgement, a modern and reductive version of human conscience (Taylor, 1989).

Smith’s ideas (especially the ‘invisible hand of a market’ and ‘impartial spectator’) have
replaced the internal powers of a human being, namely Aristotelian intellectual-volitional
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faculties. Aristotle was the first philosopher to call attention to the fact that human beings
are subjects with psychological faculties, enduring powers characterised by a particular
kind of operation, and having a final order of worth and reverse order of development in
the individual (Ross, 1923).

Aristotle was the first to understand the faculty of will, the ‘rational desire/wish’ (Ari-
stotle, 1928 [Metaphysics], X11.7.1072a28). For Aristotle, will is more than ‘intellectual
preference,” as for Plato (Bourke, 1964). It is a rational part of the desiderative faculty,
intellectual desire. Although it is a desire, it is different from a sensual or natural type. The
sensual desire has as its object an ‘apparent good’; the object of the ratiocinative desire is
a ‘real good’ (Metaphysics XI1.7.1072a28). Appetite is “for present pleasure mistaken for
absolute pleasure and good” (Ross, 1923: 145), while rational desire is for a future good.
Simultaneously, although will is rational, it is distinct from reason. It is the faculty re-
sponsible for “referring everything else to the end” (Aristotle, 1980 [NE], I1I.5.1114b15).

From a classical/realism perspective, each individual can recognise and choose what
he/she understands as an real good as an aim/purpose of their actions using their prac-
tical wisdom. For Aristotle, practical wisdom and choice are closely related to the qu-
estion of voluntary acts (NE IIL.2). Involuntariness, as a lack of internal autonomy to
choose, is not a matter of wrong goals or lack of theoretical knowledge, but a matter of
ignorance of particulars, of the circumstances and conditions on which action depends
(NE III.1.1110b24). Contrarily, voluntariness is “that of which the moving principle is
in the agent himself, he being aware of the particular circumstances of the action” (NE
III.1.1111al3). Another realist, Thomas Aquinas, has integrated these considerations
within his conceptualisation of freedom.

Consequently, he argues that the judgment to which freedom is attributed leads
to a choice, not a judgment in speculative science (Quaestiones Disputatae de Veritate
[QDV] Q. 24, a. 1). Freedom understood this way is not attributed to the execution of the
chosen course of action as this is not always in one’s power. “A man is not said to be free
in his actions but free in his choice, which is a judgment about what is to be done. This
is what the name free choice refers to” (QDV Q. 24, a. 1; emphasis added). Aquinas conc-
ludes that the formal character of freedom depends upon the manner of knowing, a capa-
city to judge one’s judgement. Freedom of choice is a function of how one’s own cognitive
and volitional powers are perceived. It is why understanding one’s psychic powers plays
a significant role in the capacity to exercise free choice. “We are moved by free choice in as
much as by our free choice we choose to be moved” (QDV q. 24, a. 5). If one prematurely
agrees to view oneself as by nature deprived of free choice or intellectual desire in general,
one gives in oneself to subjection by predetermined forces. This relationship has come to
be regularly exploited by theorists starting from Adam Smith.

In realist view, practical wisdom perfects reason to the extent that the latter regulates
sensual appetites and makes them consistent with intellectual desire. Aristotle, and after
him Aquinas, argue that the irrational element can be peacefully persuaded by rational
powers. What is necessary for the act of reason and desire to occur in practical matters
is an act of choice. The object of choice is something that is in one’s power. It is initiated
by desire and reasoning with a view to an end. Aristotle explains that choice is right if
the reasoning behind it is valid, and desire is right if the desire pursues whatever reason
asserts (NE VI.2.1139a22). Aristotle defines choice as “either desiderative reason or ratio-
cinative desire” (NE VI1.2.1139b), which shows that it constitutes an act distinct from acts
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of natural and sensuous appetites (see Bourke, 1964).

In a practical inquiry, an act of choice is preceded by an act of decision, the judgment
about what has been deliberated upon. Only after a person has decided, can he/she make
a choice, an act of will to take a particular course of action (QDV q. 22, a. 15, ad 2). Thus,
choice constitutes an origin of external acts. It shares in the characteristics of prudence
(QDV, q. 22, a. 15, ad 3). Making the right choice in practical matters requires that one
has practical wisdom and moral virtues “for virtue makes the goal correct, and practi-
cal wisdom makes what leads to it correct” (NE VI.12.1144a6-10). Aristotle’s ethics and
psychology are related to teleology (from Greek telos’ end’ and logos ‘reason’) (Wozniak,
2020). It implies that the meaning and nature of any person, community or thing are
derived from the end of their being (Ross, 1923).

Thus, the aim voluntarily recognised and chosen by a human being is crucial for any
person, including an entrepreneur. However, Aristotle recognises teleology in its internality
as “an immanent end, in working towards which the members of a scheme are united to one
another in common participation” (Wozniak, 2020, cf. Barker, 1906: 227). The teleological
category of the reason for action has been substituted in modern literature by the category
of ‘motive’ pushing a person into activity (Danziger, 1997: 44-45). Contrary to Aristotle’s
view, it is no longer an end that attracts one’s will and draws a person to action.

Intellectual-volitional interpenetration has been suspended in the works of a majority
of entrepreneurship thinkers and the SE field. However, such an interpretation helps fill
the gaps and resolve major problems observed by SE thinkers. Both regular and social
entrepreneurs, as human beings, can use their internal powers (intellect and will) in or-
der to recognise a real good as his/her aim (end), depending on the unique situation and
the abilities of the person, choose it and undertake actions toward achieving it (Golonka,
2021). Acts of decisions and choices of real good, using the intellect and will, perfect the
person and allow him/her to become genuinely virtuous. Contrary to Aristotle’s view, it is
no longer an end that attracts one’s will and draws a person to action.

Moreover, Aristotle’s teleology shows that the aim, rationally and voluntarily reco-
gnised, and chosen by different individuals, actually ‘unites’ them in joint participation
towards achieving it, which implies formation of a real community instead of arran-
ging a ‘sense of community’ by formulating ‘end values’ (cf. Waddock, Post, 1991). As
T. Aquinas explains, the result of such genuine cooperation, a unity of rational human
desires in consenting to the same thing (Aquinas, 2006; cf. Golonka, 2021), is a harmo-
nious, peaceful community. In such a case any external methods of ‘motivation’, creating
an exceptional environment or providing ‘values’, are useless.

Since 1970’s, writers have noticed that the division between ‘business’ and ‘social’ en-
terprise is becoming increasingly fluid (cf. Lessem, 1978). This blurring division can also
be understood by incorporating the Aristotelian view of a human being and the original
meaning of economy: Oikos and Nomos (from Greek, meaning management of family,
property, house). Aristotle understands the economy in much broader sense than Adam
Smith and his followers. For the Greek philosopher, the economy is the art of earning
a living, accompanied by the art of building social relationships and the art of self-deve-
lopment leading to excellence. Such excellence in individuals constitutes actual socio-e-
conomic development, also in the national dimension.

Conclusions
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In this paper, we have provided an analysis of SE definitions in the literature, the origins
of the concept, and the significant gaps in the existing theory. Several thinkers have tried
to fill the gaps by incorporating the classical view on the human being. We have discussed
the SE field’s theoretical assumptions and explained major discrepancies between the SE
intellectual tradition, following Smithian ideas, and the classical, namely realistic perspec-
tive on a human being and socio-economic development. A major problem in existing
theory are constituted by the theoretical assumptions disregarding internal powers and
internal teleology. We have incorporated realistic Aristotelian-Thomistic interpretation,
that offers a more comprehensive view on the development of a human being and hu-
man actions, including entrepreneurial ventures. It highlights the meaning of an aim (in
more general terms than the views presenting aim as the narrow, consumption-oriented
objectives), intellectual-volitional faculties (intellect, and rational desire — will), choices,
practical wisdom, virtues, and explains the actual, as observed in socio-economic reality,
the interconnection between the economic, social, psychological and moral aspects of
human actions. In order to reveal the full scope of the consequences of misrepresenting
and disregarding the realist theoretical tradition, further research is required. Realist Ari-
stotelian-Thomistic philosophy opens a whole new field worthy of comprehensive inve-
stigation for thinkers and students interested in the question of human entrepreneurial
actions.
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