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Abstract 
Social venture businesses are considered a lucrative alternative for solving problems such as 
poverty, malnutrition, and education in markets with high purchasing potential as the base of 
the pyramid. This paper presents the results of a survey of social entrepreneurs in Brazil, 
highlighting their main challenges and key success factors. 
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Introduction 
 
For many years, the organizations have been classically separated into first, second and third 
sector. However, there is a new way of doing business that is not fully addressed in this 
framework.  
 This new type of organization called social ventures businesses brings together 
elements that seek to reconcile the goals of generating profit from the second sector with the 
goals of generating positive social impact from the third sector. According to Porter and 
Kramer (2011), when companies look at opportunities through the lens of shared value and 
they find new approaches that generate innovation and growth for themselves and also 
greater benefits for society. 
 This is a new alternative for both: the resolution of social problems such as poverty, 
malnutrition and education, as an opportunity to work in markets with great potential, but 
largely unexplored and thus generate high financial returns.  
 Porter and Kramer (2011)propose that a growing number of big companies such as 
GE, Google, IBM, Intel, Johnson & Johnson, Nestlé, Unilever, and Wal-Mart have already 
started to dedicate important efforts to create shared value by redefining the intersection their 
social and corporate performance. 
 Exploring opportunities in this scenario, this study aims to show the challenges faced by, 
small entrepreneurs, who seek to work in this promising market in Brazil. 
 Also the study tries to understand the relevance of each challenge and the difficulties  
in  overcome them.  
 For such, a literature review was conducted in order to identify key challenges faced 
by entrepreneurs in traditional business and in social ventures. These references were used to 
develop a questionary for a survey. This survey was submitted to entrepreneurs in order to 
assess their perspective on each of the challenges. It was found that issues related to the 
financial aspects are the points of greatest difficulty for entrepreneurs. Furthermore, it was 
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identified as features of social ventures the small size of the organizations, predominantly 
working in the service sector and presenting low dependence of donations. 
 
Theoretical Referential 
 
A social business is an undertaking by a firm or organization established by a social 
entrepreneur that seeks to provide systemic solutions to achieve economic value by creating 
societal value in a sustainable way. Though prioritizing social causes, these firms are 
profitable. In other words, profit is not the main focus, but these companies must make profit 
in order to keep up. (Fleischerd, 2001; Friedman, 2007; Kerjin, 2009; Prahalad, 2005).  

Easterly and Miesing (2007) describe that social ventures businesses have been used 
to create jobs for the chronically unemployed and, to help impoverished communities 
produce their own products rather than importing them. They allso create markets for goods 
produced by impoverished communities, and provide training to help unemployed to get 
skills that increase their employability. According to Easterly and Miesing (2007) the 
operation of social ventures is fraught with challenges that constrain their viability. What 
distinguishes social ventures from private sector businesses is the use of conventional 
business practices not just to generate a profit but also to achieve a social purpose or mission. 
Table 1 shows some social venture businesses definitions. 
 Porter and Kramer (2011) propose that better integration between company success 
and societal improvement opens up many ways to serve new needs, gain efficiency, create 
differentiation, and expand markets. But the main focus is to improve the lives of people, 
especially the poorest. In fact a wider definition of social business is possible, including any 
business which has a social rather than financial objective.  
 According to Porter and Kramer (2011), emerging economies such as Brazil, India 
and China, offer the prospect of reaching billions of new customers at the bottom of the 
pyramid.  These countries have always had huge needs. Prahalad (2005) showed the high 
purchasing potential as the base of the pyramid. The societal benefits of providing 
appropriate products to lower-income and disadvantaged consumers can be profound, while 
the profits for companies can be substantial (Porter and Kramer, 2011). Figure 1 adapted 
from Prahalad (2005), shows the economic pyramid and tries to summarize the major global 
challenge or “positive social transformation” and also indicate the opportunity to reach a 
market of over 4 billion people.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 1. The economic pyramid. (Adapted: Prahalad , 2005) and The great global challenge. 
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Table 1. Social venture businesses definitions (Adapted:  Naigeborin, 2010). 
Organization Entrepreneurial Mission 

Yunus-Grameen Bank Social business is a non-loss, non-dividend company 
designed to address a social objective within the highly 
regulated marketplace of today. It is distinct from a non-
profit organization because the business should seek to 
generate a modest profit but this will be used to expand the 
company’s reach, to improve the product or service or in 
other ways to subsidies its social mission. The purpose of the 
investment is purely to achieve social objectives through the 
operation of the company; no personal gain is desired by the 
investors. The company must cover all costs make profit and, 
at the same time achieve its social objective. (Yunus, 2010). 

 
United Nations 
Development 
Programme 

 
Social entrepreneurship is a term that means a profitable 
business, which brings development to society. Different 
from NGO social enterprises or other enterprises; social 
entrepreneurship uses market mechanisms for, through its 
main activity, seeking solutions to social problems. It build a 
business to drive social change or in other words, promotes 
inclusive and sustainable human development and works to 
reduce poverty in all its dimensions. 

  
Ashoka Social entrepreneurship is the process of pursuing innovative 

solutions to social problems. The Social entrepreneurs adopt 
the mission to create and sustain social value. The goal is 
Creating a world without poverty. They use market 
mechanisms in order to provide greater benefits to social 
groups that are currently excluded. Social business  help 
people build a better life 

  
European Commission Social enterprises seek serving the community’s interest 

(social and environmental objectives) instead of maximizing 
their profit. They have an innovative nature, through the 
goods or services they offer, and through the organization or 
production methods they use. They often employ socially 
vulnerable persons and contribute to social transformation, 
employment and the reduction of inequalities. 

  
Brazilian Government 
Programme 

Social businesses are firms that offer products and services in 
order to improve the quality of life of the vulnerable 
population and also generate profit.  
 
 

 
 
The Figure 2 shows the key points to a business model for Social venture businesses. 
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Figure 2. key points to a business model for Social venture businesses. 
 

Methodology 
 

To analyze the challenges faced by entrepreneurs in social business it was elaborated 
a survey of three sections with specific goals for each one of the section. The first attempts to 
outline the profile of the business and collect the organizations data to try to correlate with 
the challenges. The second section assesses how the challenges are perceived in terms of 
difficulty of overcoming and the intensity of the positive impact if overcame. The last section 
tries to capture with open questions other unidentified challenges and possible solutions for 
the challenges proposed by the entrepreneur. 

Two additional points were important to the research. The first was the selection of 
the organizations that is within the definition of social business and the  

The second point was the selection of the challenges. For that was used as reference 
the annual survey of entrepreneurship from the Global Entrepreneurship Monitor (GEM) of 
the year 2011. The design of the GEM is the largest single study of entrepreneurial. 

After all these definition the survey was send to the forty one different organization 
that are included in the concept of social ventures. The results were analyzed according to a 
chart that connects the relation between the difficulty of overcoming and the intensity and the 
intensity of the positive impact if overcome: 

For converting the answer related to the difficulty into number it was used the table 2 
as reference. For converting the answers related to the intensity it was used the table. 

 
Table 2 – Equivalence for Difficulty classes 

Class Numeric equivalent 
No difficulty 0 
Low difficulty 1 
Difficult 2 
Very difficult 3 
Extremely difficult 4 

 
Table 3 – Equivalence for Intensity classes 
Class Numeric equivalent 

Very Low 1 
Low 2 
Medium 3 
High 4 
Very high 5 
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Results 
 
In the first section the results were compiled on tables and analyzed as follow: 

  
Table 4- social business field – According answer 

Field Number  of 
Answers  

Percentage 

Service 11 71,6% 
Industry/Production 1 7,1% 
Agriculture/ extractive activities 1 7,1% 
Commerce 1 7,1% 
Others 6 42,3% 

 
Analyzing the table 4 it is possible to observe that the social business  were mainly in  

the service sector specially because three of the “others” were education that could also be 
included at service. More than one answer was possible. 

 
Table 5- Share of donation in total revenue 

Share of donation  Number of 
Answers 

Percentage 

Do not receive donations 10 71,4% 
Yes, it is less than 20% of the revenues   3 21,4% 
Yes, it is between 20% e 40% of the revenues 0 0,0% 
Yes, it is between 40% e 60% of the revenues 0 0,0% 
Yes, it is between 60% e 80% of the revenues 0 0,0% 
Yes, it is more than 80%  of the revenues 1 7,1% 

 
Analyzing the table 5 it is possible to observe that most of the organizations are 

sustainable without receiving donations. That is completely in accordance with the definition 
of social ventures. 

 
 

Table 6 – Number of employees 
Number of employees Number of 

answers 
Percentage 

Less than 9  7 50,0% 
Between 10 and 49  7 50,0% 
Between 50 e 99 0 0,0% 
More than 100 0 0,0% 
 

The number of the employees was used as a proxy to determine the size of the 
organization. Going into the data of the table 6 the social ventures researched were mainly 
smaller organizations, None of them got more than forty nine employees  

An additional information asked was the average of the social business existence. The 
number found was six years, but a large variability was identified. The newest was only one 
year old and the oldest was seventeen years old 

For the second section the data obtained were plotted in the following chart. The 
actual numbers are in the table 7, that also contain the index for the chart.  
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Figure 2- Intensity X Difficulty Matrix 

 
Table 7- Challenge results 

Index Challenge Intensity Difficulty 

1 Obtain financial support  3,57 2,21 
2 Get adequate physical infrastructure  3,00 1,50 
3 Get proper commercial and professional infrastructure  3,14 1,71 
4 Hire manpower aligned with organizational culture  3,36 1.43 
5 Access the market and overcome barriers to entry  3,43 1.86 
6 Manage and bear the costs of legislation and taxes  3,36 2,00 
7 Establish the business in appropriate legal constitution  3,07 1,14 
8 Get government incentive 2,21 2,21 
9 Achieve scale in business  3,21 2,14 

10 Generate lasting social impact  3,57 1,36 
11 Get high productivity of resources  3,57 1,36 
12 Get financially sustainable  3,93 2,29 
13 Reconcile social impact and financial results  4,07 1,93 
14 Generate solutions of high social impact  3,64 1,29 
15 Measure the social Impact  3,86 1,79 

 

Regarding the intensity of the impact of overcoming the challenges. Those 
considered most relevant are associated with the concept of social business and demonstrate 
the importance of the generation of social impact has for these organizations. The one with 
the highest position in this parameter was "Reconcile social impact and financial results", this 
challenge is the essence of the definition of social business.  

Another highlight is the challenge "Get government incentive" that item, in addition 
to be considered the challenge of low-impact, got too far below the average. In general, one 
would expect that this challenge had greater relevance. One explanation for this result may be 
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that in the perception of entrepreneurs there are no relevant government incentives that may 
generate impact for organizations. 

Analyzing the difficulty to overcome the challenges, it is noticed that two items 
related to financial aspects that are "Get financially sustainable" and "Obtain Financial 
Support" were considered the two most difficult challenges. Aspects related to creating social 
impact as "Generate solutions of high social impact" and "Generate lasting social impact" 
were considered much easier to overcome. That means that, for the two goals of social 
business, generating income (financial part), according to the entrepreneurs brings greater 
difficulty than the generation of social impact. 

Analyzing the aggregated data regarding the overall difficulty to overcome the 
challenges, it is noticed that large concentration over the "1" (low difficulty) and below the 
"2" (difficult), eleven challenges of the total fifteen were located in this range . What at first 
indicates that, despite the existence of challenges, they are not as difficult to overcome as one 
might initially imagine. 

In terms of impact intensity, a concentration above the "3" (medium) fourteen of the 
fifteen challenges positioned themselves in this region, showing that, in the view of 
entrepreneurs, overcoming the challenges have a significant impact on their organizations. 

In the third section of the survey the financial aspect was repeatedly cited as an aspect 
difficult to overcome, especially in terms of financial support. This is accompanied by some 
suggestions for improvement, such as "financial agents knowing better the business model" 
and "More companies, institutions and foundations who wish to support start-up social 
business." In this section thirteen of the fourteen entrepreneurs answered considered a high 
response rate. 
 
Conclusions 
 
Regarding the difficulty and the intensity impact of overcoming challenges , some important 
conclusions were reached . The first is the substantiation of the importance of creating social 
impact for social business . The second is in relation to the greater difficulty in overcoming 
the challenges related to financial aspects. 

The work paves the way for the development of new studies. It is recommended to 
perform the same search in a larger and more diverse sample so that it can reach more 
accurate conclusions. The study could also be replicated to other countries so that it could be 
evaluated and compared different business environments. 
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