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Abstract 
This qualitative study explores the Swedish and Austrian market of social 

entrepreneurs and business angels and wants to discern factors which are important 

to facilitate a business relationship between them. The study is based on semi-

structured interviews with a heterogeneous sample of four social entrepreneurs and 

four business angels. The authors employ social constructivism and critical discourse 

analysis to interpret the participants’ statements in order to draw a comprehensive 

picture of reality that comprises a multitude of perspectives. Trust is identified as the 

most important factor facilitating business relationships between social entrepreneurs 

and business angels. Business angels impose immense requirements on social 

entrepreneurs: not only needs the social entrepreneur show excellence in creating 

social and/or environmental impact, and incorporate so called social qualities like 

solidarity, cooperation, or selflessness, he or she also needs to exhibit a broad set of 

entrepreneurial qualities, for instance drive, passion, perseverance, a sense of 

realism, displaying competitiveness and an eye for business. There are not many 

cases available or known of business angels investing in social entrepreneurs’ 

ventures. The study theorizes that this is partly due to a very small pool of investors 

interested in investing in social ventures and partly due to a discursive gap between 

the discourse of businesses angels and social entrepreneurs, which is created by 

adding the word social to entrepreneurship, and extending the profit perspective to 

include social and/or environmental impact. 
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Executive Summary 
The authors recognize that we all are in the midst of turbulent times, and 

changing economic and social paradigms. While working on this master’s thesis 

throughout 2011, the world witnessed major breakdowns, revolutions, and changes. 

This year began with the Arab Spring1, saw the overwhelming earth quake and 

tsunami catastrophe in Japan that led to a renewal of the discussion of nuclear 

energy2, revisited the economic and financial crisis of 2008 in form of the so-called 

debt crisis3, and gave rise to the critical movement of Occupy Wall Street.4 Well-

known and deeply rooted economic and social paradigms are under scrutiny, 

theorems and assumptions are questioned by a growing number of people, and 

every day the news present features about depleting resources, environmental 

pollution, climate change, and an ever increasing social gap separating a minority of 

haves from a growing majority of have-nots. 

This increasing number of people, organizations, and institutions from all three 

major institutional sectors that make up a society, civil society, the state, and 

businesses,5 work to resolve the challenges ahead by introducing new ideas and 

methods. They challenge our common wisdom and reveal promising new 

perspectives. This study focuses on two of the many actors, which are identified as 

important drivers of change and innovation: social entrepreneurs and business 

angels. 

Social entrepreneurs conduct a wide range of activities, ranging from activism to 

social business, and social enterprise to corporate social responsibility. Social 

entrepreneurs can be described as both a product and a driver of social innovation. 

They have an important role to play in the current change of economic paradigms 

since they challenge and disrupt institutions and structures on all levels through 

offering solutions to social and environmental problems, which other actors cannot or 

choose not to deal with. Social entrepreneurs comprise a heterogeneous group 

concerning context they operate in, interests, objectives, paths in life, and 

                                            

1  cf Rainer (2011): 23, 31, 42, Staudinger, Treichler (2011): 88-94 
2  cf Hofer (2011): 100-104, Rainer (2011): 36 
3  cf Schwaiger (2011): 34-35, Schweinsberg (2011): 44-47, Gächter (2011): 80-82 
4  cf Grissemann (2011): 36 
5  cf Habisch, Jonker (2005): 4 



  xvi 

educational levels. There are several business models social entrepreneurs can 

pursue: non-profits with earned income, hybrids, for-profits with a social mission, and 

traditional non-profits; and forms of financing: revenues, loans from commercial and 

social banks, soft loans, grants and scholarships, donations, venture capital, venture 

philanthropy, and angel capital and social angel capital. 

Business angels provide high risk capital expecting rather high rates of return. 

They typically invest in early stages of a company’s life cycle enabling it to fund the 

development of business concepts, products and services and bring them to market. 

Business angels can be difficult to approach as they seek privacy and tend to keep a 

low profile. Business angels are strongly motivated by growing and developing a 

venture through contributing own experience, network, and time. They derive 

satisfaction from being involved, setting trends, and participating in the 

entrepreneurial process. This may be largely owed to the fact that most business 

angels have been entrepreneurs themselves. Business angels find potential deals 

usually through personal referrals from informal contacts, such as peer investors or 

business partners. They screen deals and if found worth the effort, apply intense 

scrutiny during due diligence, x-raying the entrepreneur and their idea. Only 5% to 

12% of projects will lead to closing a deal, but these prove to return financial success 

in 60% of the cases by employing an exit typically through a trade sale, seldom 

through going public. Such rates of success make business angels more successful 

than e.g. formal venture capitalists. 

This study identifies factors decisive for facilitating a working and lasting business 

relationship between social entrepreneurs and business angels. Above all other 

factors trust is paramount. Investing into social ventures, especially in very early 

stages of the venture’s development cycle means investing into people and their 

ideas. Though business angels want to see hard facts in a business plan they pay 

most attention to the person of the social entrepreneur. Their requirements are 

immense: not only needs the social entrepreneur show excellence in creating social 

and/or environmental impact, and incorporate so called social qualities like solidarity, 

cooperation, or selflessness they also need to exhibit a broad set of entrepreneurial 

qualities, for instance drive, passion, perseverance, a sense of realism, displaying 

competitiveness and an eye for business. This lets the authors conclude that social 

entrepreneurship is more comprehensive then entrepreneurship, adding social and/or 
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environmental impact. This new breed of entrepreneurs is envisioned to command a 

broad spectrum of capabilities that enable them to balance economic, social, and 

environmental demands and constraints in order to achieve the best possible result 

for all stakeholders, thus labelling it “entrepreneurship plus”. 

Adding to the theory of entrepreneurship plus, during the process in which the 

business angel chooses investees there are many factors specific to social 

entrepreneurship which can reduce the chances of investment. The social 

entrepreneur and business angel must reach agreement and similar definitions 

regarding social and environmental impact, the value of social entrepreneurship, as 

well as on a level of return on investment and method to measure social and 

environmental impact. It can be particularly troublesome to reach an agreement on 

the level of return on investment, since it often is central to the business angel’s 

perception of the legitimacy of a venture, and of different importance to the social 

entrepreneur depending on their type of social venture. 

In general there are not many cases known of business angels investing in social 

entrepreneurs’ ventures. The authors relate this to a discursive gap between the 

discourses of business angels and social entrepreneurs. It seems as if the word 

social tears the discourses apart. The domain of social entrepreneurship is currently 

in constant flux, and has no clear boundaries, and hence the knowledge about it is 

limited. Although the phenomenon of social entrepreneurs is not new as it can be 

tracked back at least 30 years to e.g. the work of Muhammad Yunus and Bill 

Drayton, who founded the Grameen Bank and Ashoka, respectively, the domain is 

still to be deemed nascent, and in a pre-paradigmatic state. 

This study follows a qualitative design, exploring the potential business 

relationship of social entrepreneurs and business angels by analyzing semi-

structured interviews conducted with four social entrepreneurs and four business 

angels active in Austria and Sweden. The participants were selected to represent a 

sample as heterogeneous as possible in order to attain an image of reality that 

covers a diverse set of perspectives. This study applies social constructivism to 

interpret the participant’s statements, assuming that perception of reality is made up 

of many individual narratives. 
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1 Introduction 

1.1 Problem, motivation and background 
The desire for exponential economic growth inherent in the prevailing economic 

order – that is to say capitalist market economy of a Western cultural imprint – has 

exceeded earth’s limitations and threatens the survival of our civilization. The 

demand for resources is surging6, earth’s population rapidly growing7, ecosystems 

are collapsing8, and the threat of climate change is accelerating9. Paul Polman, CEO 

Unilever argues in recognition of these facts that “the world economy […] will have to 

learn to live within rational financial and ecological constraints.”10 

If coming generations shall prosper in the same way past generations have, the 

current economic paradigm based essentially on the concepts of Adam Smith’s 

invisible hand, assumptions of sole rational behaviour of the homo oeconomicus11, 

and the efficient markets theory has to be challenged. Actually, these concepts are 

increasingly being challenged.12 Nobel laureate in economics, Joseph Stiglitz 

questions Smith’s invisible hand, “[…] the reason Adam Smith’s invisible hand often 

seemed invisible was that it was not there: Markets in general were not efficient when 

information was imperfect and asymmetric or risk markets were not complete – which 

is to say always”13 and “The dominant macroeconomic paradigm not only failed to 

predict the crisis but said that such a crisis could not occur in rational markets with 

rational expectations.”14 Trappl speaks about experiments conducted as early as the 

1990s, which proved that sole rational decision making leads to worse outcomes 

than if emotionality is included in the decision making process.15 The International 

Monetary Fund (IMF) supports these critical views stating that the neoliberal 

discourse that dominated economic theory and thinking during the last 30 years is 

                                            

6  cf Bisson, Stephenson, Viguerie (2010): 2, Assadourian (2010): 4-5, Dobbs et al (2011): 2-4, 23 
Kaup (2011) 

7  cf Engelman (2010): 36-40, Dobbs et al (2011): 2-4, 32, Kaup (2011) 
8  cf SCBD (2011), Kaup (2011) 
9  cf Assadourian (2010): 5, Dobbs et al (2011): 3-9, Kaup (2011) 
10  Polman (2011) 
11  cf Schnurr (2011): 60-61 
12  cf Schnurr (2011): 60-61, Pickartz (2011), Trappl (2011), Stiglitz (2011), Presse (2011) 
13  Stiglitz (2011) 
14  ibid 
15  Trappl (2011) 
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now antiquated.16 We are living in an intertwined world where the prevailing 

economic paradigm has failed. The gap between rich and poor is widening17 and 

unsustainable levels of consumption and economic growth are being promoted18. 

Tim Jackson describes the current situation, “[We are being] persuaded to spend 

money we don’t have on things we don't need to create impressions that won’t last 

on people we don’t care about.”19 

In response to this situation, pluralistic counter-movements promoting a paradigm 

change have been established and yet new are being born and evolving.20 

Worldwide numerous initiatives consisting of practitioners, economists, civil society 

organizations, individuals, and companies coming from all kinds of industries alike 

work on different levels to change how business is understood and conducted21, 

because “an attitude of getting back to business as usual will lead to the collapse of 

capitalism and perhaps the economy as a whole”22, as Dominic Barton, global 

managing director of McKinsey, notes. The objective is to substitute the ideas of 

pursuing self-interest and profit-maximization by a maximization of societal benefit 

through adopting an extended understanding of economic conduct, which eventually 

will lead to business that is sustainable from an environmental, social, and economic 

perspective. This means implementing the triple bottom line at the core of a 

company’s business, thus assuming responsibility beyond profit and recognizing the 

environmental and social impact of one’s actions23. John Mackey, CEO of Whole 

Foods Market, says, “If you take a very narrow sort of Milton Friedman view that the 

only social responsibility of business is to maximize profits, what we did looks like 

theft from the shareholders. […]. But nothing we’ve ever done in our history has 

created more goodwill with our team members than that.”24 Bill Drayton of Ashoka, 

who is deemed to have coined the term social entrepreneurship, recognizes “a big 

                                            

16  cf Presse (2011), translated by the authors 
17  cf OECD (2011), ILO (2008), Sustala (2011), translated by the authors: Sustala refers to a recent 

UN report stating that the poorest countries cannot keep up with the rest of the world and such 
become even poorer in comparison. This is based upon their share of world economy measured 
in average income per capita that has decreased from 18% to 15% from 1970s to 2008. 

18   cf Assadourian (2010): 3-20 
19 Jackson (2010) 
20  cf Kaup (2011) 
21 For pieces of evidence of this movement refer e.g. to Porter, Kramer (2011), Felber (2010), or 

Bornstein, Davis (2010).  
22  Barton (2011) 
23 cf Colbert, Kurucz (2006): 22, Cokins (2009): 37 
24  Fox (2011): 123 
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productivity deal for everybody”25 at the intersection of business and society, as he 

seems convinced that scalability and competitiveness of the social sector are the 

same as in traditional business. Nobel Peace Prize winner Muhammad Yunus is 

convinced that “[by] defining entrepreneurship in a broader way we can change the 

character of capitalism radically”.26 

Several pieces of evidence suggest an increasing importance of the social sector. 

Defourny and Nyssens state: ”Whereas a dozen years ago the concept of social 

enterprise was rarely discussed, it is now making amazing breakthroughs.”27 

Significant growth rates throughout the past three decades suggest a strong 

imbalance between demand and supply in the social sector. In Brazil, for instance, 

there was an increase from 5.000 groups active in the social sector in 1980 to 36.000 

in 200028, which translates to an average annual growth rate of 10.4%29. And the UK 

in 2005 “saw 15.000 social enterprises being actively in business, yielding a total 

turnover of GBP 18 billion30 (EUR 22.3 billion) and employing a workforce of 775.000 

people (including 300.000 volunteers) constituting 4% of employment”31. In 2009 

researchers of the Monitor Institute recognized that the social capital market is 

moving into the core of “mainstream financial institutions”32. The researchers 

reported seeing major growth since 2001, particularly in funds promoting clean tech, 

health care, microfinance, and small-business development.33 Californian based 

SoCap state that it is vital to develop the infrastructure of the social capital markets in 

order to easier obtain market overview and due diligence and to match fitting social 

entrepreneurs and investors. SoCap identify a new form of capitalism rising, which 

recognizes the ability to direct the power and efficiency of market systems toward 

social impact, leading to a more balanced set of returns. Kevin Jones, initiator of 

SoCap sees a “solid step away from the visionary social enterprise founder having to 

make endless rounds of sales pitches, losing focus on her company while she raises 

                                            

25 Harvard Business Review (2009) 
26 Grameen Creative Lab (2010) 
27 Defourny, Nyssens (2008): 4 
28 cf Harvard Business Review (2009) 
29 The model used to calculate the annual average was the Compound Annual Growth Rate 

(CAGR), over a period of 20 years 
30 GBP 18 bln constitute 1.4% of UK’s real GDP in 2005, according to www.ukpublicspending.co.uk 
31 Defourny, Nyssens (2008): 35 
32 Bornstein, Davis (2010) 
33 ibid 
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money”.34 Recently the U.S. government, along with several governments across the 

world, have explicitly joined the social entrepreneurship discourse. U.S. Secretary of 

State Hillary Rodham Clinton stated: “I […] urge you to become involved with the 

social entrepreneurship movement, which is proving every day that there is money to 

be made through socially responsible investments.”35 

Though several players and change agents can be identified promoting this 

paradigm change, this master’s thesis focuses on two particular groups: social 

entrepreneurs and business angels. The authors investigate the communication 

between these two parties in order to explore opportunities for increasing the 

chances of successful co-operation. Such this study contributes to the change 

movement by helping to raise the potential for increased prosperity for both 

individuals and the community. Because “innovation and job creation come mainly 

from small enterprises. [Such] it is critical that we create a more efficient equity-

capital formation marketplace to enable these companies to flourish.”36 

The Worldwatch Institute identify social entrepreneurs as key players for driving 

the paradigm change. They share particular traits around the globe: the innovative 

use and combination of resources to pursue opportunities of providing products and 

services to address social or environmental issues to catalyze change, to challenge 

existing institutions and discover new markets on the quest for proof of concept. 

Social entrepreneurship can assume many forms ranging from social businesses and 

cooperatives to leveraged nonprofits, hybrids, and pure charities. The Worldwatch 

Institute recognize that one of the strongest links between social entrepreneurs all 

over the planet is their need for finance.37 Considering social entrepreneurs’ central 

role in the paradigm change makes the question of opening up for more financing 

possibilities intriguing.  

Business angels are high net-worth individuals who provide risk capital as an 

external source of finance for entrepreneurial ventures38. They often engage very 

early in a venture with investments ranging from a few thousand to several hundred 

thousand, seldom a few million, Euro. Many business angels also add value to the 
                                            

34 Jones (2011) 
35 Clinton (2010) 
36  Hill, Power (2002): 11; Berger, Udell (1998): 1 
37 cf Mair, Ganly (2010): 25 
38 cf Avdeitchikova, Landström, Månsson (2008): 372, Wiener Börse (2006): 10 
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business by devoting time, competence, mentorship, and network to the venture39. In 

contrast to venture capitalists, who invest on behalf of their clients, business angels 

act independently and are only responsible for their own money, qualities that could 

be of great advantage to social entrepreneurs. Although business angels are active 

in most industries, there is hardly any evidence known of them working with social 

entrepreneurs. Some anecdotal evidence of practitioners in the field supports this 

view, “For now I do not know an Austrian social entrepreneur who has found a 

business angel”, says Hannes Offenbacher, CEO Mehrblick Ideenstudio. Martin 

Aichholzer, CEO Bilbone concedes, “There is no social business angel scene in 

Austria”. 

This is where the authors see possibilities: Business angels could assume an 

important role in the paradigm change by strategically connecting to social 

entrepreneurs through selecting potent ideas at an early stage, scaling them up 

towards profitable business levels, and in a bigger picture participate in the 

development of the infrastructure of the social capital markets together with venture 

philanthropists, impact investors, governments, and other key players. 

On a quest of bringing social entrepreneurs and business angels closer together 

factors that can facilitate a successful business relationship are being explored, 

especially focusing on the two parties’ communication. That is what his study wants 

to contribute to paradigm change. The challenge is on, there is adamant reluctance 

towards this change of the economic paradigm, and enduring efforts are required, as 

Joseph Stiglitz concedes: “The task of constructing a new paradigm is, of course, 

enormous. […] Old ideas, no matter how thoroughly discredited, die a slow death as, 

one by one, their advocates pass away.”40 

Enter: new economic thinking. Time to save the world! 

                                            

39 cf Avdeitchikova, Landström, Månsson (2008): 372, Wiener Börse (2006): 20, Loewen (2008): 91, 
Hill, Power (2002): 24ff 

40 Stiglitz (2011) 
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1.2 State of research 
Existing research on social entrepreneurs and business angels covers elements 

ranging from nascent to mature, respectively, with the combination of the two clearly 

being nascent. Judging from a literature survey using electronic and non-electronic 

databases provided by Danube University Krems, there is only very limited data 

available on how well social entrepreneurs and business angels communicate and 

cooperate – or if they happen to get together at all. The research conducted in this 

thesis is therefore to be deemed nascent. 

1.2.1 Existing research on social entrepreneurs 

Mair and Ganly recognize a spurred interest of academia in social 

entrepreneurship becoming manifest in a growing number of research centres, 

publications, international conferences, and student demand on courses.41 But 

despite growing scholarly interest and increasing practical importance of social 

entrepreneurship throughout the last 30 years the scope of research and literature as 

well as reliable and comparable data available in the field are limited.42 Existing 

studies on social entrepreneurship are typically based on anecdotal evidence or case 

studies, often focused on a single region or country.43  

Scholars across the world observe major confusion concerning social 

entrepreneurship terminology and attribute this to the lack of clear definitions in this 

domain. They argue that the definition of social entrepreneurship has been 

complicated by several reasons, many of them signs of the pre-paradigmatic state of 

the field. First, there are both numerous manifestations and levels of recognition of 

social entrepreneurship depending on socioeconomic and cultural circumstances in 

different regions and countries. Second, the broad spectrum of the scholarly 

communities studying the subject, ranging from interests in charity and non-profits to 

managerial economics. With all of them trying to find clear-cut definitions of social 

entrepreneurship they eventually arrive at more or less different or even opposing 

definitions. Third, players of different schools of thought entertaining various political 

agendas try to shape and exploit the concepts and terminology for their own 

                                            

41  cf Mair, Ganly (2010): 105 
42  cf Defourny, Nyssens (2006): 11, Lehner (2011): 53-54, Zarah, et al. (2009): 520, Mair, Ganly 

(2010): 104, Kerlin (2010): 1, Mair, Marti (2006): 36, 40-41, Nicholls (2010): 611-612 
43  cf Mair, Marti (2006): 36, Kerlin (2010): 3 
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benefit.44 Fourth, the community of scholars studying social entrepreneurship is 

rather small, and often lacks sufficient resources.45 

Consequently, both lack of consensus regarding terminology and the effects of a 

pre-paradigmatic state of social entrepreneurship result in a lack of a clearly defined 

research agenda; only few theories and frameworks have been proposed and tested; 

and there is no established epistemology.46 Mair and Marti believe this lack of 

consensus may jeopardize the development of social entrepreneurship, for it “may 

never gain the consensus and legitimacy that academics seek and may be viewed 

merely as a venue in which other disciplinary perspectives may be tested”.47  

Scholars studying social entrepreneurship usually apply diverse research designs 

and methods and often introduce insights from other fields of research.48 Mair and 

Marti recognize that social entrepreneurship research has clearly benefited from or 

even replicated empirical and theoretical evolution of entrepreneurship.49 They 

further add that “approaches and constructs stemming from research on 

entrepreneurship in the business sector shaped the first attempts to conceptualize 

social entrepreneurship”50 and that “social entrepreneurship, like entrepreneurship in 

the business sector, cannot be understood in a purely economic sense but needs to 

be examined in light of the social context, and the local environment”.51 Mair and 

Marti furthermore state that they are sceptical whether ongoing research “aimed at 

identifying distinctive entrepreneurial individual differences […] will elucidate key 

differences between social entrepreneurs and other actors”.52 

Looking particularly at this field of research, Achleitner et al. recognize that 

“[despite] the increasing relevance of social entrepreneurs [and] social investors 

around the globe in recent years, little research was so far undertaken to understand 

                                            

44  cf Defourny, Nyssens (2006): 11, Lehner (2011): 53-54, Zarah, et al. (2009): 520, Mair, Ganly 
(2010): 104, Kerlin (2010): 1, Mair, Marti (2006): 36, 40-41, Nicholls (2010): 611-612 

45  cf Nicholls (2010): 611-612 
46  cf Defourny, Nyssens (2006): 11, Lehner (2011): 53-54, Zarah, et al. (2009): 520, Mair, Ganly 

(2010): 104, Kerlin (2010): 1, Mair, Marti (2006): 36, 40-41, Nicholls (2010): 611-612 
47  Mair, Marti (2006): 40 
48  cf Mair, Marti (2006): 36, Kerlin (2010): 3 
49  cf Mair, Marti (2006): 38 
50  Mair, Marti (2006): 39 
51  Mair, Marti (2006): 40 
52  Mair, Marti (2006): 38 
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the relationship between these two parties”, and especially underline the lack of 

knowledge regarding how the relationship is established.53 

Reviewing literature on existing research of social ventures in Austria reveals little 

insight. Almost no empirical data on the emergence, prevalence, structure, or impact 

of social enterprises in Austria can be found. Also very little statistical data exist on 

the non-profit sector of the country in comparison to other European countries.54 

Lehner suggests that research conducted over a longer period of time may provide 

additional insights since many Austrian social ventures are still very young.55 

Viewed from an international perspective, social entrepreneurship, often 

connected to local economic development, was discussed early on in Sweden.56 

However, despite this early interest leading actors in the field still deem research on 

social entrepreneurship in Sweden emerging.57 There are several national research 

projects on the different expressions of social entrepreneurship and recently also 

social innovation.58 A joint Nordic research project has been initiated, since scholars 

are interested in the different characteristics of social entrepreneurship across the 

neighbouring countries.59 

1.2.2 Existing research on business angels 

The phenomenon of angel investing first drew researchers’ attention in the 1950s 

and 1960s. Fast and huge leaps in technological development fuelled the rise of 

numerous technology start-ups seeking funding. First studies conducted among 

others by the US Federal Reserve bank triggered a wave of research in the 1960s 

and 1970s.60 

During the 1980s and 1990s studies were undertaken to map business angels 

concerning characteristics, motivations, and interests. Another central question of 

this first generation of studies was to identify the size of the market. Most often 

scholars were looking at the phenomenon from the perspective of the investor and 

                                            

53  Achleitner, et al. (2011): 2 
54  cf Lehner (2011): 53, 54, 58-59 
55  Lehner (2011): 75 
56  cf Gawell, Johanisson, Lundqvist (2009): 15-19 
57  cf KK Stiftelsen (2010) 
58  cf Augustinsson (2010) 
59  ibid 
60  cf Avdeitchikova, Landström, Månsson (2008): 371, 372, Mason (2008): 32 
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conducted studies mainly in an Anglo-American context. Research conducted so far 

is being rather descriptive in nature, with quantitative studies dominating.61 

Recent studies aim more and more to explore behaviour instead of 

characteristics, and focus on the investment process rather than actors. Researchers 

also attend to questions of public policy supporting the development of the informal 

business angel market, and attempt to anchor their findings in theory to gain better 

understanding.62 

From a methodological perspective business angels prove to be difficult to study. 

As they strive to keep a low profile and prefer anonymity they cannot be identified 

easily. There are no public directories available that researchers can draw from in 

order to gather representative and large samples. There are of course some 

business angel networks, but they also tend to withhold information on their 

members.63 And further owing to the fact that the proportion of business angels in the 

general population is estimated rather low, many studies rely on convenience 

samples.64 

1.2.3 Contribution to research by conducting this study 
The authors contribute to the field by conducting a qualitative study, thus 

following recent research trends in this field that focus more on behaviour and 

processes. Reasons for this are on the one hand a very limited availability of 

potential participants in the business area of angels investing in social entrepreneurs, 

making it close to impossible to accomplish a quantitative study that could be 

understood as being representative, and on the other hand reflecting the authors’ 

philosophical view of a pluralistic, socially constructed world where meaning is 

constructed by social interaction using language, and where the individuals 

interacting are coined by context. 

                                            

61 cf Avdeitchikova, Landström, Månsson (2008): 372, Mason (2008): 32 
62  cf Avdeitchikova, Landström, Månsson (2008): 372, Mason (2008): 32 
63  This is based on anecdotal evidence of the authors attempting to receive information from 

Austrian, Swedish, and Europe-wide business angel networks when looking for business angels 
that would want to participate in this study. Further support of this tendency comes from a 
business angel who is about to found a business angel network addressing especially female 
business angels conceding that potential members usually want to remain anonymous. 

64  cf Avdeitchikova, Landström, Månsson (2008): 373, Mason (2008): 30-33 
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1.3 Purpose statement 
The study intends to discern factors that facilitate a successful business 

relationship between social entrepreneurs and business angels, therefore exploring 

the communication between social entrepreneurs and business angels. This includes 

inquiring about factors they regard important, obtaining meaning the participants 

ascribe to and understanding they have of particular concepts related to social 

entrepreneurs and business angels, and observing discussions of social 

entrepreneurs and business angels concerning these aspects. 

Identifying these factors provides to a better mutual comprehension of the 

potential business partners’ views and expectations. The authors contribute to the 

ongoing change of the economic paradigm by enabling some of the key players of 

this change to come together in business more easily, and become role models 

leading the trail towards a sustainable form of conducting business. 

1.4 Limitations 
The master’s thesis focuses on the Austrian and Swedish markets of business 

angels and social entrepreneurs, and the applicability of results is therefore limited to 

these markets. However, due to little available data on these markets the study has 

to draw from studies concerning other markets, especially with Anglo-American 

context, as well. Such input is examined critically as these markets might feature 

characteristics different from the Austrian or Swedish markets. 

The authors specifically study social entrepreneurs who are active in the 

business sphere entertaining a for-profit approach and/or reinvesting their profit since 

we deem these groups could benefit most from contacts with business angels. 

The authors specifically study business angels who feature at least some 

awareness of the field of social entrepreneurship, and ideally have had contact to or 

even a business relationship with social entrepreneurs. 

1.5 Research problem 
Since the authors conduct qualitative research, they state a research question 

rather than a hypothesis or objectives, which would be endorsed typically in 
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quantitative research.65 By means of the research question a complex set of factors66 

that both pervade communication between social entrepreneurs and business angels 

and inform the discourses, respectively, is explored. This study presents and 

analyses a spectrum of perspectives and meanings from both, participants and 

literature. As adopted by qualitative research both research question and theory 

questions are formulated in the form of open questions using “what” and “how” and 

avoiding “why” since that seeks to explain relationships of cause and effect, which is 

common in quantitative research.67  

1.5.1 Research question 
What are the factors facilitating a successful business relationship between 

business angels and social entrepreneurs?  

1.5.2 Theory questions 

The research question is broken down into theory questions, which will help 

answer the super ordinate research question. The theory questions are constructed 

in a way to narrow down the study’s focus without blocking the research question and 

to support the highlighting of different aspects of the research question.68  

1. What is the current business relationship between business angels and 

social entrepreneurs? 

2. What is the understanding of the terms that describe the area of business? 

3. What are important factors when business angels and social entrepreneurs 

engage in business together? 

4. How can business angels and social entrepreneurs measure the success 

of their business? 

5. What is the true potential of business angels and social entrepreneurs 

doing business together? 

6. 6. What are differences and similarities between social entrepreneurs and 

business angels? 

7. How does distribution of power between business angels and social 

entrepreneurs influence potential cooperation?  

                                            

65 Creswell (2008): 129 
66 ibid: 129 
67 ibid: 130 
68 Creswell (2008): 130, Wengraf (2001): 14 
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1.5.3 Interview questions 

The theory questions are further broken down and translated into specific 

interview questions that are suited for semi-structured interviews. The interview 

questions are comprised of a mix of relatively open and closed questions, in what is 

assumed to be the idiolect of the participants, rather than the theory based language 

used for the master’s thesis69. 

1.6 Research setting – participants and locations 
The authors have interviewed four business angels and four social entrepreneurs 

all featuring experiences from different industries, stages of business, personal and 

cultural backgrounds, and age. Half the focus group consisted of women, the other 

half of men. The objective was to select a group of participants as diverse as 

possible in order to seize multiple perspectives. Moreover the authors regard the 

participants as change agents and/or solution orientated. For details of the selection 

process refer to chapter 2.3. 

Half of the interviews have been conducted in Stockholm, Sweden and the other 

half in Vienna, Austria, during the end of January and beginning of February 2011. 

                                            

69 Wengraf (2001): 8 
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2 Research design 

2.1 Research paradigm 
In designing a study researchers must consider how to merge several elements 

in order to form a cohesive framework, the research design, for the study. They need 

to take a stance towards the philosophical paradigm of research70 and its 

dimensions71, concepts derived from this philosophical paradigm72, the methodology 

to be employed73, its theoretical grounding74, and concrete methods for data 

collection, analysis, and interpretation75. Further aspects that inform this choice 

include the nature of the research problem, whether it is nascent, intermediate, or 

mature76, personal experience and preference77, and the audience the study intends 

to address78. Three basic directions of research design can be distinguished: 

quantitative, qualitative, and mixed79. 

According to Creswell, “good research requires making these assumptions […] 

explicit in writing”80. Following his advice the authors will elaborate on these building 

blocks of the research design below. 

2.1.1 Philosophical assumptions informing the research paradigm 
The research paradigm comprises of the philosophical views the researchers 

maintain, and their assumptions on philosophical dimensions of ontology, 

epistemology, axiology, and rhetoric based on the philosophical view, which all lead 

to a certain orientation of the work.81 

In order to explain the particular philosophical views this study is based upon, the 

authors want to draw from an anecdotal recollection of the MBA programme. 

                                            

70 Creswell (2008): 5 
71 Creswell (2007): 17 
72 Silverman, Marvasti (2008): 132 
73 Creswell (2008): 11, Silverman, Marvasti (2008): 132 
74 Silverman, Marvasti (2008): 132 
75 Creswell (2008): 15, Silverman, Marvasti (2008): 132  
76 cf Edmondson, McManus (2007) 
77 Creswell (2008): 19 
78 ibid 
79 ibid: 4 
80 Creswell (2007): 15 
81 ibid: 17 
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One of the authors, majoring in finance, learned during the MBA programme 

about financial and economic models that were designed to master the challenges of 

the financial world. These models have undergone major development during the 

past decades, fuelling the heavy growth of the financial markets. The scientific 

community that has devised these models has given crystal clear advice to use them 

with caution, for they are based on numerous assumptions and such represent only a 

limited and simplified view of the world. One wrong or failing assumption may 

scupper an entire model. However, observing how practitioners have been working 

with this advice may lead to a different notion. It seems they have embraced a 

somewhat positivist view in applying these models, relying upon them squarely, 

seeing them as an omniscient source representing the one true reality. This is of 

course just one piece of the puzzle of how the world ended up in financial and 

economic crisis. Nonetheless it is an important aspect: it seems that it had worked 

out as long as an overwhelming majority of influential economists, policy makers, 

business people, and the media believed in it and successfully convinced the 

masses. To be provocative and exaggerate: during ‘good times’ people share the 

same truth, and during ‘bad times’ the truth becomes pluralistic. 

The authors believe that there is no absolute truth or only one true reality, but that 

people need to seek understanding of the world by taking individuals’ subjective 

views of the world into account82. These individual accounts depend on personal 

background, context, and experience, and they are not static but may change over 

time through social interaction83. The authors rely on the views of the participants 

and seek to explore the subjective meanings of their experiences84 in order to draw a 

picture of the complex relationship between business angels and social 

entrepreneurs. They have therefore decided to embrace a pluralistic worldview by 

employing the paradigm of social constructivism, which features the qualities 

described above. This paradigm provides the best fitting approach to this study since 

it emphasizes the construction of commonly held beliefs or social artefacts through 

social interaction with others. This means ascribing meaning to certain concepts, in 

                                            

82 Creswell (2008): 8 
83 cf Nexon (2008, 2008a, 2008b), cf Sharp, Wade (2008) 
84 Creswell (2008): 8 
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this case concepts related to social entrepreneurship and a broader economic 

discourse through societal negotiation.85 

The aspect of discourse is central in constructivist theory. Discourse configures 

how actors in social settings, through interaction, seem to stabilize certain meanings. 

Discourse is related to language, which plays a profound role in constituting social 

environment. Language is present in how meaning is ascribed to certain kinds of 

actions, behaviours, or texts.86 Concurring with Nexon the authors understand 

language as an essential tool for creating and describing one’s view on reality. 

Since this study investigates communication and language as a main means of 

describing one’s reality the authors have chosen to adapt a post-structuralist 

approach providing further insight. The post-structuralist school of thought focuses on 

the question of how knowledge and meaning is produced by means of language and 

text. It further reflects social constructivism by acknowledging pluralism, in that it 

rejects the idea of a text having a single purpose or meaning. Instead, every new 

reader or listener creates new purpose or meaning, depending on the reader’s or 

listener’s particular context and interpretation. It is therefore essential to use a variety 

of perspectives to create a multifaceted interpretation of text, even if these 

interpretations might conflict with or even oppose to one another.87 

This may sound disconcerting at first, as it seems that real truth can never be 

attained. But the authors see that differently: There are many theories existing 

parallel to each other that all shape the truth, contributing perspectives and aspects 

derived from a specific window of observation. These theories may differ from one 

another; some might even contradict each other. However, this does not mean that 

some are wrong and others are right, rather it shows the increasing complexity of the 

world.88 

This section is best closed with a quote by Michel Foucault on his understanding 

of truth, ”There is a struggle for truth, or at least a struggle in the periphery of truth, 

whereby it is to be said again that I do not comprehend truth as the ensemble of true 

things that are to be discovered and accepted, but as the ensemble of rules 
                                            

85 cf Nexon (2008, 2008a, 2008b), cf Sharp, Wade (2008) 
86 cf Nexon (2008, 2008a, 2008b) 
87 cf Wikipedia (2010), cf Artese (2010) 
88 cf Helferich (1998): 421 
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according to which true is segregated from false, and true is equipped with specific 

properties of power”.89 These thoughts inspire the authors and they will take them to 

heart when analyzing the data to be collected through interviews in order to discern 

the understanding of the participants’ views of the world. 

2.1.2 Philosophical dimensions 
Embracing the paradigms of social constructivism and post-structuralism affects 

the philosophical dimensions of ontology, epistemology, axiology, and rhetoric90. 

Ontology deals with the nature of reality91, and depending on the paradigms 

described above, hence encompasses the idea of multiple realities, held by the 

participants, the researchers, and the readers of this study. These realities are 

reported for example by using quotes of different participants regarding the same 

topic, showing similarities and contradictions. 

Epistemology concerns how researchers gain knowledge92. The authors gain 

firsthand experience from the participants of the study by analyzing the interviews 

and discussion meetings that have been conducted, and resort to knowledge that 

they have acquired during their work, as well as knowledge they have gained through 

the study of literature on the topic. 

The axiological perspective makes explicit the values that form the research93. 

The authors are aware of the biases they bring to this study, with one of the authors 

being a social entrepreneur, and both very much interested and engaged in 

achieving social change through bringing social entrepreneurs and business angels 

together in business.94 

Rhetorical topics include among others writing style, the use of metaphors, or 

referring to oneself in the text of the study95. Owing to the nature of this study being 

qualitative and nascent, the authors employ a rather literary and informal style. 

                                            

89 Helferich (1998): 431 (translated by the authors, emphasis in the original quote) 
90 Creswell (2007): 17 
91 ibid 
92 ibid 
93 ibid 
94  Refer to appendix A for a detailed and explicit description 
95 Creswell (2007): 17 
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2.2 Theoretical background and methodology 

2.2.1 Overview 

This chapter elaborates on the theoretical and methodological fit to social 

constructivism and post-structuralism, how concepts of Critical Discourse Analysis 

(CDA) can be used to create the theoretical framework, and reasons for conducting a 

qualitative study. 

Silverman and Marvasti describe how different terms build up on each other to 

form a framework of a study96, what is referred to as the research design. The first 

element is the paradigm – or philosophical worldview, what Silverman and Marvasti 

call model – that includes views on social constructivism, post-structuralism, and the 

dimensions of ontology, epistemology, axiology, and rhetoric, as explained above. 

Resulting from the chosen paradigm, certain concepts are derived that permeate all 

dimensions of the study. Such concepts are ideas that inform the choice of theory the 

study will be grounded in. In this study the authors explore the ideas of discourse, 

context, power, and language, which are theorized in Critical Discourse Analysis 

(CDA). Hence the theoretical background of this study is comprised of selected 

elements of critical discourse analysis that emphasize these ideas. This choice 

allows to explore a potential conflict of discourses between social entrepreneurs and 

business angels, the distribution of power between the two parties, or the context in 

which the two have emerged. The next step of Silverman and Marvasti’s framework 

is to define the methodology, which can be described as the general approach to 

studying research topics – whether to perform a qualitative, quantitative, or mixed 

methods study. Reasons to pursue a qualitative approach are provided further down 

in this chapter. The last step in the model is to reflect the philosophical paradigm, 

theoretical background, and methodology in the research technique – the method – 

in this study the usage of semi-structured interviews and discussion meetings, audio 

and video recording to gather material, and the employment of bricolage to analyze 

the material. 

2.2.2 Critical Discourse Analysis constituting the theoretical background 
Critical Discourse Analysis (CDA) has its roots in linguistic theory and emerged 

with a rising need to consider questions of language and society in the 1970s. This 
                                            

96 Silverman, Marvasti (2008): 135 
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decade was characterized by a large transformation of society in the wake for 

example of the students protest in the late 1960s, or the protests against the Vietnam 

War. In general there was dissent in society at large about the path of development, 

and language was considered as a meaning-making process constituting social 

reality. It was also the peak of post-structuralist and post-modernist theories, and 

especially Michel Foucault’s findings informed the development of critical discourse 

analysis97 in a way that he is today deemed as “one of the theoretical godfathers of 

CDA”98. 

At present critical discourse analysis is not a uniform theory nor does it cover only 

linguistics but a broad range of schools representing a “constitutive problem-oriented, 

interdisciplinary approach”99. There is a multitude of methods, theories, and 

disciplinary backgrounds covering all kinds of scientific disciplines and research 

areas100, hence nowadays “some scholars prefer the term Critical Discourse Studies 

(CDS)”101. The authors will remain calling it critical discourse analysis. They are 

aware that critical discourse analysis is not commonly used in an economics context. 

But as “critical discourse analysis is […] not interested in investigating a linguistic unit 

per se but in studying social phenomena, which are necessarily complex and thus 

require a multi-disciplinary and multi-methodical approach”102 it is deemed to suit the 

purpose of this study of tackling the social phenomenon of business angels 

interacting with social entrepreneurs (and vice versa). Several elements contribute to 

this interaction. First there is interaction of discourses happening in a certain context, 

which is framed by the individual background of each of the participants, including all 

their knowledge and experience. Further an imbalance of power can be observed, 

constituted both on a macro level in the form of one discourse dominating another, 

and on a micro level simply due to a situation of excess demand, where numerous 

social entrepreneurs seek financing from few business angels providing it. Finally, 

language is recognized as the main means of such interaction. 

The authors are strengthened in their motivation to apply critical discourse 

analysis in this field of research by the opinions of two critical discourse analysis 
                                            

97  cf Rogers (2005): 369f, Wodak (2002): 7ff 
98  Wodak, Meyer (2009): 10 
99  Wodak, Meyer (2009): 2 
100  cf Meyer (2002): 17ff 
101  Wodak, Meyer (2009): 2 
102  Wodak, Meyer (2009): 2 



  19 

scholars. As Billig states, “Young academics should not seek to identify themselves 

with a defined way of doing academic research, but should see themselves as 

engaged in the critical analysis of discourse.”103 And Rogers provides 

encouragement by quoting Luke “[we need to turn] our attention to instances where 

discourse appears to lead systematically to the redistribution of wealth and power104”. 

Hence critical discourse analysis provides a mirror rather than a uniform theory 

that helps to make sense and reflect upon the data related to the above-mentioned 

concepts of discourse, context, power, and language. However, the usage of critical 

discourse analysis is limited to theoretical framework; the method used for analyzing 

empirical data is bricolage. 

In the following an overview is given of some of the main ideas addressed by 

critical discourse analysis, how those are understood with regards to this study, and 

what kind of assumptions are made to lay the ground of the theoretical framework. 

2.2.2.1 The idea of discourse in critical discourse analysis 

Though there is a strong heterogeneity of theories and methods in critical 

discourse analysis, still all of them deal with discourse in some way. The term 

discourse, however, is not clearly defined, but “means anything from a historical 

monument, […], a political strategy, narratives in a restricted or broad sense of the 

term, text, talk, […] to language per se.”105 This requires an explanation of the 

author’s understanding and definition of discourse. 

Considering the study’s philosophical stance following the ideas of post-

structuralism and social constructivism, the authors find the definition compiled by 

Rogers intriguing, “Within a critical discourse analysis tradition, discourse has been 

defined as language use as social practice. That is, discourse moves back and forth 

between reflecting and constructing the social world.”106 Hence language can be 

viewed as social construction. This, of course, cannot be understood without 

considering that language (as the means of discourse) is influenced by contexts and 

itself also influences contexts in which it occurs.107 “Discourses as linguistic social 

                                            

103 Billig (2003): 44 
104 Rogers (2005): 384 (quotes Luke (2004): xi) 
105  ibid: 3 
106  Rogers (2005): 369 
107  cf Rogers (2005): 369 



  20 

practices can be seen as constituting non-discursive and discursive social practices 

and, at the same time, as being constituted by them”108. Two dimensions can be 

detected relating to contexts, an individual and a societal. Both of them are 

associated with a multitude of variables109, including among many others ways of 

thinking, values and beliefs, social relationships, scientific knowledge and common 

sense, historical experience, and conventions stemming from prevailing ideologies. 

Hence, according to Gee’s theory, the authors understand discourse in a broader 

sense as a social and cultural rather than a more narrow and simply linguistic model. 

For him, all discourses are social and thus ideological, such that some discourses 

are valued more than others110. The next section elaborates on this dominance of 

some discourses. 

2.2.2.2 Discourse and power 

Critical discourse analysis is concerned with power as a central condition in 

social life. The use of language is a main means in exercising power in the form that 

it constitutes discourses that compete with each other111, such as the discourse of 

neo-liberal economics that has dominated economics in science and in everyday life 

during the last three to four decades.112 Competing with that discourse is a discourse 

that has been formed already thirty years ago113, and that could be subsumed under 

discourse of social entrepreneurship. 

This study assumes there is an imbalance of power between these two 

discourses from observing that the economics discourse dominates the one of social 

entrepreneurship.  The latter is still struggling to assure its position, and has to fight 

off pejorative labels ascribed to it by representatives of the economics discourse, 

such as being unrealistic, too idealistic and selflessness (instead of rational and self-

interested), or not capable of addressing real business needs (whatever real 

business needs might be)114. Also, when social entrepreneurs and business angels 

interact, the entrepreneur is usually advised to use the investor’s language, which is 
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a language rooted in the economics discourse, such constituting a further piece of 

evidence supporting this view. Considering the relentlessness with which 

representatives of the neo-liberal dominated economics discourse defend their ideas 

against any attempts to change them, one might think of it as a struggle of 

ideologies115. Challenging this discourse therefore requires resisting meaning that is 

taken for granted, or understood as natural and stable, and it means to break 

conventions that are set by the dominating discourse.116 

2.2.2.3 Discourse in the context of social entrepreneurship 

A literature survey on social entrepreneurs and business angels, on a 

generalized and simplified level, suggests that the participants come from different 

discourses: business angels from economics and social entrepreneurs from idealism. 

Their origin in different contexts may lead to different understanding of terms and 

different use of language to the extent that misconceptions may occur, which could 

decrease the likelihood of engaging in business together. 

There is further evidence suggesting potentially conflicting discourses. Defourny 

and Nyssens discuss content related to the discourse of social enterprises. In 

Germany, “the situation became even more complex as the consensus between the 

social partners involved in the social market economy eroded heavily under the 

hegemony of neo-liberal economic thinking”117. They further discuss the 

understanding of terms such as social economy and social enterprise connected to a 

discussion about the perception that social entrepreneurs cannot and should not 

provide social services since this traditionally is the government’s role, “In this 

context the terms social economy and social enterprise were confronted with a lot of 

prejudices and misunderstandings.”118  

Defourny and Nyssens also elaborate on the status of research in the field of 

social enterprise and how it deals with discourse, “Most theoretical themes current in 

social enterprise discourse are no different from those in non-profit and cooperative 

literature. Nonetheless there appear to be a number of themes specific to social 
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enterprise”119 and “First, as the social enterprise sector grows and/or gets re-badged, 

there is considerable interest in mapping and studying the characteristics of the 

emerging subsectors.”120 

This study wants to contribute to this map by showing the similarities and 

differences of the competing discourses and to provide social entrepreneurs with the 

means to enter the economics discourse by applying the proper language, such 

allowing them to convey their message and to show that their way of conducting 

business is misleadingly ascribed with certain labels. It also wants to give business 

angels a better understanding of the contexts in which social entrepreneurs operate 

and open a window to comprehension that there is quite some intersection between 

the discourse of economics and the discourse of social entrepreneurship, which 

without this understanding might not have been acknowledged. 

2.2.3 Methodology of qualitative research 
The question whether to employ a qualitative, quantitative, or mixed methods 

methodology is a central choice since it affects many aspects of the research work. 

Silverman and Marvasti highlight that a “methodology refers to the choices we make 

about cases to study, methods of data gathering, forms of data analysis […]”121 and 

that “[…] methodologies may be defined very broadly (e.g. qualitative or quantitative) 

or more narrowly (e.g. grounded theory or conversation analysis)”122. They also 

conclude “Like theories, methodologies cannot be true or false, only more or less 

useful.”123 

There are several indicators pointing at choosing a qualitative methodology for 

this study, the most important being the nascent state of research in this particular 

field.124 As described before, research on social entrepreneurs and business angels 

covers elements ranging from nascent to mature, respectively, but the combination of 

the two is clearly nascent. This indication has also been confirmed in a literature 

survey: there is simply very limited known data and literature on the business 

relationship between social entrepreneurs and business angels. Creswell suggests 
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using a qualitative methodology “[…] if a concept or phenomenon needs to be 

understood because little research has been done on it.”125 Also fitting for this 

situation, Creswell states that qualitative methodology can be useful when a topic is 

new and that there is a lack of indication of exactly which variables to examine or 

when a certain topic never has been addressed with a certain group, which again 

relates back to this study.126 Creswell also emphasizes the personal experience of 

the authors when choosing methodology: the authors enjoy writing in literary-style, 

conducting personal interviews, making close-up observations, creating their own 

researcher-designed framework and pursuing topics that are of personal interest – all 

of which indicate that using a qualitative methodology is the best fit.127 

2.3 Participant selection criteria and process 
For this master’s thesis four business angels and four social entrepreneurs have 

been selected, who all feature experiences from different industries, stages of 

business, personal and cultural backgrounds, and age, spanning from approximately 

30 to 60 years. Four participants (two social entrepreneurs and two business angels) 

are active in Sweden, the other four (same setup) in Austria. The authors deliberately 

included an equal number of women and men in the study, even though the numbers 

of male business angels and social entrepreneurs are generally higher than 

concerning their female counterparts.128 Still, this reasoning reflects the general 

gender split among the entire population. Moreover, the authors looked to select 

participants that can be deemed change agents and/or solution orientated according 

to their experience. 

It proved especially difficult to find business angels willing to participate, which is 

an experience well described in research, as this group of actors usually tries to 

avoid public appearances.129 Hence, basis and starting point of the selection process 

were personal networks, through which the authors got further recommendations. 

Social entrepreneurs were selected through the same channels. 
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As mentioned earlier the strategy to compile a sample group as diverse as 

possible130 was chosen due to several reasons. First, referring to a literature review 

in general and Achleitner in particular this research is conducted in a nascent field.131 

This has consequently led to a qualitative study intended to paint a picture as broad 

as possible of the area of research, laying the groundwork for more specific research. 

A heterogeneous sample of participants allowed for seizing and depicting a wide 

variety of perspectives on the topics of social entrepreneurship and business angels. 

Great attention was paid to the sample’s heterogeneity and derived common 

denominators in the participants’ profiles132 as well as in the analysis of the 

interviews.133 

Second, post-structuralism and social constructivism informed the participant 

selection strategy. As elaborated above, ”there is no absolute truth or only one true 

reality”134, but people need to seek understanding by taking individuals’ subjective 

views into account135. These individual accounts depend on personal background, 

context, and experience, and change over time through social interaction136. 

Moreover, the authors rely on the views of the participants and seek to explore the 

subjective meanings of their experiences137 in order to draw a picture of the complex 

relationship between business angels and social entrepreneurs. 

Third, this study explores the ideas of discourse, context, power, and language, 

which are theorized in critical discourse analysis. Hence, the sample had to represent 

different aspects of these four elements. 

The social entrepreneurs participating in the study identify themselves as and/or 

recognize that others label them as social entrepreneurs. They represent different 

stages of conducting triple bottom line businesses. They are all active in the business 

sphere rather than in an NGO or a charity and are for-profit or re-invest their profit in 

the company or community. They seek financing and experience to further develop 
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their business and have already engaged or could imagine engaging in business with 

a business angel. 

The business angels participating in the study identify themselves as and/or 

recognize that others label them as business angels. They are curious about 

engaging or have already engaged in business with a social entrepreneur. They 

believe that there is potential in conducting triple bottom line business and seek to 

explore this opportunity as a part of their portfolio and way of viewing business. 

2.4 Data collection, transcription, and analysis 

2.4.1 Data collection 

Best fitting to the master’s thesis’ research design was to conduct semi-

structured in-depth interviews to gather data, as the characteristics of semi-structured 

interviews of a mix of relatively open and closed questions138 enables to accumulate 

data on the participants’ views of reality, or in Patton’s words, “The purpose of 

qualitative interviewing is to understand how the subjects studied see the world, to 

learn their terminology and judgments, and to capture the complexities of their 

individual perceptions and experiences.”139 The authors met the participants as peers 

with their humanities expressed, rooted in their own contexts and with a continuing 

emphasis on the goals of the research project.140 

The authors proceeded in three stages to gather data from the participating social 

entrepreneurs and business angels: in the first stage background interviews with 

each participant were conducted ; in the second stage the participants were teamed 

up to four pairs (two in each country), each consisting of a social entrepreneur and a 

business angel, to conduct face-to-face meetings discussing concepts and factors 

facilitating business relationships; in the third and final stage each participant’s profile 

was sent out to the according participant for review and approval. The participants 

had the possibility to check and approve of all transcripts, and to clarify open 

questions. Since the authors believe that research can benefit from synergies 
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between researchers, participants, and other stakeholders of the study they make 

transparent their interview questions.141 

All background interviews took between 60 and 100 minutes, and discussion 

meetings between 100 and 120 minutes. All background interviews were taped, 

discussion meetings were taped and video recorded, and all recorded data was 

transcribed for analysis. Individual scans of participants’ backgrounds helped to 

complete profiles. All transcripts can be found in the appendix. 

2.4.2 Transcription of recorded data 

2.4.2.1 Theory of transcribing recorded data 

The first step in the process of analyzing data gathered through interviews and 

discussion meetings was to transcribe them, i.e. to transfer them into a form that 

allowed “fixing and making accessible […] the patterns and sequences of actual 

talk”142. However, transcribing data is more than just a simple technical process. As 

Roberts states “Transcribing is a part of the process of analysis and […] it is 

influenced by different theories, different values and political views, and by how the 

data was collected.”143 This means that the stance the researchers take towards the 

philosophical paradigm, the theoretical background, the methodology, and the 

methods they employ affect the transcription. Roberts provides guidance to 

researchers in considering these effects by linking six underlying assumptions of 

qualitative research with issues of transcribing.144 

First, qualitative research strives for understanding, interpretation, and meaning, 

rather than presenting facts and figures.145 This raises the question of how 

transcribed data is interpreted. Researchers have to bear in mind the perspectives of 

the participants and how they want to be represented in writing. Further they have to 

consider that writing up the words in a form of spoken prose may produce a version 

close to the original, however already representing an idealized account.146 
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Second, qualitative researchers usually understand reality to be socially 

constructed; there is not one true reality that could be discovered. Any insight or 

experience of a participant or of the researcher supplies another representation of 

reality147. Hence, “the process of transcription is […] a construction of one version of 

reality.”148 

The third assumption concerns the nature of knowledge. All knowledge is 

influenced by context, values, and beliefs.149 Researchers must recognize this 

relation and be explicit about their roles in transcribing, for they represent a filter 

between the actual event, the recording, and the transcript.150 Their decisions of what 

and how to transcribe influences what will be heard and can be known.151 

The approach to generalization constitutes the fourth assumption. Recall that 

qualitative research aims at recording particular accounts of experience. Thus it is 

not the goal to generalize but to look at each case within its context and to attain the 

full complexity of the picture.152 “What counts as context depends upon [the 

researcher’s] theoretical point of view.”153 

Fifth, qualitative research is conducted in a more open-ended way.154 

Researchers are aware that newly emerging facts may influence the direction of their 

research; they are even encouraged by some scholars to embrace change as a 

distinct feature adding quality to their work.155 This leads to the need of applying 

notation systems that are on the one hand well recognized and on the other hand 

flexible enough to adapt and incorporate elements that emerge from the data during 

the whole process of transcribing.156 

Finally, “qualitative research works with words”157. Because words can have 

different meanings to different people, it is difficult to make abstractions or 
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idealizations from them. Such qualitative research attempts to remain very close to 

the original data.158 

Next to these six assumptions, Roberts suggests to consider three practical 

questions influencing the researchers decisions about the principles they want to 

employ in transcribing. Researchers should therefore acknowledge “the purpose and 

audience, […] technical limitations […] in terms of accuracy and readability, [and] the 

politics of transcription more generally”.159 

2.4.2.2 Principles applied to transcribing 

Based on theoretical as well as pragmatic input described above the authors 

established the following principles that informed the process of transcribing. 

The basic and most important principle was to keep it simple. Being concerned 

with the discourses of talk “in the sense of the knowledge that is being produced and 

circulating in talk”160, the authors deemed it best to transcribe the words of talk and 

indicate the speakers, instead of providing detailed linguistic characteristics such as 

overlaps or changing intonation.161 Further a rather balanced approach between 

sticking close to the original and idealizing the accounts recorded was pursued in 

order to respect the wishes of the participants regarding how they wanted to be 

represented in writing, as well as to provide a high degree of accuracy of speech. 

However, subtle differences in speech of the participants’ idiolect were not taken into 

account, as to represent the concepts and ideas represented by the words of talk.162 

Further, information helping the readers to understand the background of the 

participants is explicitly provided in the participants’ profiles, rather than through 

depicting their idiolects. 

Keeping it simple also informed the layout of the transcripts. Using a line-by-line 

layout non-verbal elements only were incorporated when deemed important for 

interpretation of meaning, and otherwise relinquished to denote pauses, overlaps, or 

other interactional elements.163 This decision further reflects the notion that it is not 

difficult to account e.g. for pauses in terms of technically doing it, but rather difficult in 
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terms of perspective, i.e. whether a pause that is measured to be some fractions of a 

second long by the researcher, is perceived as a pause equally by the participant?164 

A very important aspect the authors considered throughout the whole process of 

transcribing (and in the following of analyzing and interpreting) was to develop and 

maintain a reflexive approach. Recall that employing self-reflexivity is described as 

one of the main and most important characteristics of qualitative research in general 

as well as of critical discourse analysis in particular.165 The element of self-reflexivity 

is crucial since the authors are aware that their study is not an objective or neutral 

account, but influenced by their particular interests, orientation, and the political and 

economic context; or, as Roberts puts it, it is “a construction of knowledge rather than 

a transmission of knowledge”166. Therefore the authors not only expressed their 

biases, prejudices, and the context of their interests and backgrounds explicitly in 

order to allow the reader transparent assessment of their work167, but they further 

assessed their own work constantly through crosschecking, reviewing, discussing, 

and agreeing on results. 

2.4.2.3 Process of transcribing 

For reasons of efficiency transcription work was split between the two authors, 

with Evelina transcribing the data recorded in Sweden and Michael transcribing the 

data recorded in Austria. 

In order to ensure a high degree of coherence standardized process consisting of 

several steps were determined prior to transcribing. The first step was to listen to the 

whole recording while noting thoughts, hunches, notions, recollections, impressions, 

perceptions, and feelings. The recording was then transcribed in detail. Possible 

additional thoughts and ideas were added to the notes. Such intense exposure to a 

particular interview or discussion meeting allowed for answering the theory 

questions. Notes and answers were then transformed into summary files intended to 

determine the topics, themes, or categories for coding the data, as well as for 

reflection and discussion during the later steps of bricolage. Finally, all transcriptions 
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were crosschecked and discussed until arriving at a version mutually agreed on, 

such ensuring a high standard of reliability and validity. 

All background interviews were transcribed first, for they informed largely the 

write-up of participant’s profiles, which in turn were used in the analysis of the 

discussion meetings, constituting background and context. 

2.4.2.4 Notation used 

Guided by the principles established and described above, and taking into 

account Roberts advice that “[students] relatively new to transcription […] should be 

warned off”168 of developing their own notation system, his study borrowed from 

Conversation Analysis to determine a simplified notation system169. It was designed 

to be accessible, robust, economical, and adaptable170. 

• Chronological numbering on the left hand side of the transcripts indicates 

each turn in talking, allowing to locate statements and quotes more easily. 

• Initials indicate the speaker. 

• … three subsequent periods indicates a sentence or a sequence of words 

that have not been finished in the talk, but were replaced or continued by a 

new sentences or sequence of words, often representing a new thought. 

• ((...)) indicates emotional or other important expressions/utterances, e.g. 

laughing, coughing, and pauses perceived as exceptional or untypical of 

the speaker. 

• [?] indicates that a word or a sequence of words was not understood or 

could not be heard at all, e.g. due to background noise, and had to be left 

blank. 

• [italics] indicates that a word or a sequence of words was not understood 

or could not be heard clearly, but researchers assumed what it could have 

meant, or when participants used a language different of English to 

express their thoughts. 

• [text] indicates translations or explanatory remarks by the transcribers 

• Underlined text indicates emphasis a speaker gave to a word or a 

sequence of words. 
                                            

168  Roberts (2009a): 8 
169  cf Roberts (2009): 8 
170  cf Roberts (2009a): 8, 9 



  31 

• Punctuation (comma, period, dash, quotation marks) does not indicate 

grammatical conventions, but rather is intended to allow easier reading of 

consecutive thoughts expressed in talk. 

• Additional information regarding pagination, legend, and type of data 

transcribed (background interview, discussion meeting, follow up call) can 

be found in the header and footer sections of the transcripts. 

2.4.3 Analysis using bricolage 
The authors employ Bricolage, a mixture of selected methods to analyze the 

data, as described by Kvale. Bricolage refers to the researcher moving freely 

between different analytic techniques.171  

The analysis of the material follows selected steps172 described by Miles and 

Huberman, “Noting patterns, themes (1), seeing plausibility (2) and clustering (3) help 

the analyst see what goes with what. Making metaphors (4), like the preceding three 

tactics, is a way to achieve more integration among diverse pieces of data. […] 

Making contrasts/comparisons (6) is a pervasive tactic that sharpens understanding. 

[…] We also need tactics for seeing things and their relationships more abstractly. 

These include subsuming particulars under the general (8); […] noting relations 

between variables (10); and finding intervening variables (11). […] building a logical 

chain of evidence (12) and making conceptual/ theoretical coherence (13).”173 

The steps described above encompass coding, condensation, and interpretation 

of meaning.174 Coding175 and condensation176 are methods of finding patterns and 

categories where concepts are analyzed outside of their context. Interpretation of 

meaning177 goes deeper and employs a more critical interpretation of the text; the 

interview is analyzed in its context and the researcher tries to look beyond what is 

directly said to work out structures and relations of meaning not immediately 

apparent in a text.  

                                            

171 cf Kvale (2007): 115-116 
172 We have omitted two steps in the technique since they do not fit the context. 
173 Kvale (2007): 116 (quotes Miles and Huberman (1994): 245–246) 
174  ibid: 104 
175  ibid: 104-105 
176  ibid: 106-107 
177  ibid: 107-109 
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Silverman and Marvasti also support this method of finding the essential 

message in the data, “The development of themes that can be found in the data 

usually is an iterative process of reading, identifying, re-reading, identifying other (or 

subthemes), clustering, re-arranging, and so forth, until the researcher has found a 

structure she or he is comfortable with. Then this list is used to code the data with, 

e.g. by placing the code at the beginning of a paragraph. This helps to find quotes 

when conducting the write-up of the analysis, as well as it helps to organize the 

empirical chapter of the study.”178 

2.5 Quality criteria 
It is an objective of this study to gain deep understanding of the area of research 

by obtaining detailed meanings the participants ascribe to the concepts of social 

entrepreneur, business angel, and their relationship179. According to Creswell, if we 

want to obtain the above, we are required to ask critical questions during the 

research work: “Did we get it right?”180; “Did we publish a wrong or inaccurate 

account?”181; “Is it possible to even have a right answer?”182. Researchers need to 

consider perspectives on validation and standards for evaluation not only to answer 

these questions,183 but to further address criticism of qualitative research to allegedly 

not conform to scientific standards of validity and reliability in the same way that 

quantitative research does.184 Silverman and Marvasti concede, “[Unless] you can 

show […] that your methods were reliable and your conclusions valid there is little 

point in aiming to conclude a research dissertation.”185 In the following the authors 

“convey the steps [we] will take […] to check for the accuracy and credibility of [our] 

findings.”186  

                                            

178 Silverman, Marvasti (2008): 53 
179 Creswell (2007): 201 
180 ibid: 201 (quotes Stake (1995): 107) 
181 ibid: 201 (quotes Thomas (1993): 39) 
182 ibid: 201 
183 ibid: 201 
184 ibid: 202 
185 Silverman, Marvasti (2008): 258 
186 Creswell (2008): 190 
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From numerous perspectives and standards that are available in the scientific 

world187, his study focused on three quality criteria that offer a range of procedures 

for implementation: validity188, reliability189, and generalization190.  

Concerning validity, researchers can employ a broad set of strategies. Creswell 

recommends, “qualitative researchers engage in at least two of them in any given 

study.”191 The authors exceeded this recommendation using following techniques: 

• Triangulation192: using multiple perspectives and sources of input, i.e. 

views of the participants, the authors own views, evidence from literature, 

and input from their supervisors, the authors were be able to shed light on 

emerging themes or categories from different angles, and such provide 

corroborating evidence that will justify the findings of this study. 

• Peer review or peer debriefing193: both of the authors played “devil’s 

advocate”194 for each other, asking tough questions about meanings and 

interpretations drawn from collected data. Further the authors asked their 

supervisors to challenge their work accordingly, such adding accuracy to 

the account. 

• Clarify biases195: the authors explicitly expressed their biases, orientation, 

and prejudices to provide the reader with an understanding of their 

position and any assumptions that may impact the study. This self-

reflection is mentioned as a core characteristic of qualitative research.  

• Member checking196: Constraints of time and resources available to both 

the researchers and the participants did not allow for receiving detailed 

feedback from the participants. However, participants were offered to 

double check their profiles and transcripts to allow for comments and 

clarification. 

                                            

187  For a detailed discussion refer to Creswell (2007): 201-221, Creswell (2008): 190-193, or 
Silverman, Marvasti (2008): 257-276 

188 Creswell (2007): 202-209; Creswell (2008): 191-192; Silverman, Marvasti (2008): 258 
189 Creswell (2007): 202-209; Creswell (2008): 190-191; Silverman, Marvasti (2008): 258 
190 Creswell (2008): 192 
191 Creswell (2007): 209 
192 Creswell (2007): 208, Creswell (2008): 191, Silverman, Marvasti (2008): 260 
193 Creswell (2007): 208, Creswell (2008): 192 
194 Creswell (2007): 208 (quoting Lincoln and Guba) 
195 Creswell (2007): 208, Creswell (2008): 192 
196 Creswell (2007): 208, Creswell (2008): 191, Silverman, Marvasti (2008): 260; note that Silverman 

and Marvasti refer to member checking as respondent validation 
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• Thick and rich description197 of participants, settings, and processes allow 

the reader to assess whether this study’s findings are transferable, making 

results more realistic. 

• Presenting negative or discrepant information even if it runs counter to 

identified topics or themes198 helps to add credibility to the account. This 

strategy reflects only real life’s complexity, which the authors aim to 

describe. 

In order to ensure reliability certain procedures suggested by Creswell and 

Silverman and Marvasti were followed: 

• Crosschecking transcripts199 to avoid obvious mistakes made during 

transcription. 

• Use an intercoder agreement200: crosschecking codes used in the first 

steps of analysis allowed for discovering a possible drift in definitions and 

shifts in meanings of codes, hence adding further reliability. Crosschecking 

includes determining the codes names, and how the data actually is 

coded.  

• Weekly face-to-face meetings201 for discussing the progress of work, 

ideas, concepts, thoughts and impressions, and also personal feelings as 

to how working together was perceived. Further adding daily 

conversations to keep each other updated as closely as possible. 

• All transcripts are provided in the appendix of this master’s thesis to allow 

readers making their “own hunches about the perspective of the people 

who have been studied.”202 The data recordings were transcribed making 

minimal inferences to provide readers with accounts as accurate as 

possible.203 Further all data recordings are kept and provided to readers 

upon request, contingent on the participants’ consent. 

Concerning the last quality criterion, generalization in qualitative research, it can 

be said that this is not applicable to this study as it takes into account the 
                                            

197 Creswell (2007): 208, Creswell (2008): 191 
198 Creswell (2008): 192 
199 ibid: 190 
200 Creswell (2007): 210, Creswell (2008): 191 
201 Creswell (2008): 190 
202 Silverman, Marvasti (2008): 271 (quote Bryman (1988): 77) 
203 Silverman, Marvasti (2008): 271 
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participant’s individual records to describe a multifaceted picture of the world; the 

results of this study are deliberately based on particular perspectives of 

participants.204 In order to attain generalization future research would be necessary, 

for instance performing a quantitative check of factors identified in this study across a 

larger sample of social entrepreneurs and business angels. 

2.6 Considerations concerning ethical conduct 
Along with doing research come certain responsibilities, for all “Research should 

be designed, reviewed and undertaken to ensure integrity, quality and 

transparency”205. Inspired by the Framework for Research Ethics (FRE) developed 

by the Economic & Social Research Council this chapter deals with anticipated 

ethical issues.206 

Whether the researchers, supervisors, the sponsoring institution, nor the 

participants, or other potential partners will be exposed to more than “minimal risk”207 

through the research project. The authors selected the participants themselves, they 

all participated voluntarily without coercion, and they all are publicly active in the field 

addressed in the interviews and cannot be deemed as part of any risk group, which 

could be harmed by taking part in the research.  

Since this research is based on primary data collected from participants, the 

authors stress the importance of respecting the participants. All participants were 

informed prior to the first interview of purpose of the research; methods to be used; 

how data would be used; benefits of participating; the authors’ roles as researchers 

and students; language to conduct interviews in; elements of audio and video 

recording; time and location of interviews; and whom each participant would be 

teamed up with for the discussion meetings. Through agreeing to meet with the 

authors and to take part in the interviews the participants gave their consent. The 

participants had a chance to review and clarify statements during the follow-up call. 

The participants could choose to remain anonymous, and could demand not to 

                                            

204 Creswell (2008): 193 
205  ESRC (2010): 3 
206 cf ESRC (2010): 8-9, 19, 35-36 
207 ESRC (2010): 8, 38; according to the flowchart our research does not expose our participants to 

more than minimal risk, such “the potential for risk of harm to participants and others affected by 
the proposed research is minimal”. 
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disclose material gathered during the interviews, which they deemed too sensitive or 

confidential. A participant could withdraw their consent at any time.  

In the process of writing and disseminating the research the authors do not use 

biased language towards any of the participants get engaged in “suppressing, 

falsifying, or inventing findings”208. Moreover, as rich and thick material as possible is 

provided to enable readers determining credibility and quality of the study.209  

Data recordings will be safely stored during five years and then disposed of210. As 

described in the section regarding quality criteria data recordings were transcribed 

and added to the appendix of this study. Further all data recordings will be kept and 

provided upon requested, contingent on the participants’ consent.211 

                                            

208 Creswell (2008): 92 
209 ibid  
210 ibid: 91 
211  cf ESRC (2010): 8-9, 19, 35-36 
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3 Social entrepreneurs and social entrepreneurship 
This chapter attempts to paint a detailed picture of social entrepreneurship, social 

entrepreneurs, and their social ventures. The first section of the chapter highlights 

the contemporary role of social entrepreneurs through their function in the current 

change of business paradigms, and in the context of social innovation and 

sustainable development. The second section examines social entrepreneurship by 

looking at the historical development and definitions of the term. Commercial and 

social entrepreneurship are contrasted with each other, typical Northern American 

and European social entrepreneurship are compared, and double and triple bottom 

line are described. Describing common difficulties social entrepreneurs may face and 

providing critique on social entrepreneurship closes the second section. The third 

section presents an overview of social entrepreneurship globally, and tries to gauge 

market sizes, moving on to the characteristics of social entrepreneurship in Europe in 

general, and in Sweden and Austria in particular. The fourth section deals with 

characteristics and personal traits typically found in a social entrepreneur. In the fifth 

section social entrepreneur's business is scrutinized from three perspectives: 

typologies of social ventures, certifications, and specific business models. In the sixth 

and final section of this chapter the authors illustrate how social entrepreneurs 

finance their social ventures, the business relationship between social entrepreneurs 

and social investors, the venture capitalist approach in social investing, and how 

social investors choose their investees. 

The terms social entrepreneurship, social entrepreneur, and social venture were 

chosen to describe and to add clarity to this field, which is characterized by a vast 

number of terms that sometimes are used synonymously for each other and that 

other times can mean something completely different. Concerning the third term, 

social venture, the authors want to highlight that they understand and use it as a 

summarizing substitute for terms that describe any social undertakings in a business-

oriented manner, such as social enterprise or social business. This is due to three 

reasons. First, the rather popular terms social enterprise and social business can 

have very different meanings depending on context. Second, as this chapter will 

illustrate, the activities of social entrepreneurs are described by a wide array of terms 

ranging from activism to big business and it is sometimes very difficult to judge 

exactly which kind of activity scholars and practitioner are referring to. Hence, an 
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introduction of a more comprehensive term was in order. Third, this study 

understands social venture as a more appropriate term to emphasize how literature 

and examples of the business side of the social entrepreneurship spectrum was 

selected to underline the master’s thesis’ focus in this area. For cases that refer to 

the whole spectrum of social entrepreneurial activity, i.e. activities that may or may 

not emphasize a business-oriented approach, the term social entrepreneurial 

initiative shall be used accordingly. Furthermore, in order to describe business 

viewed from the perspective of the prevalent paradigm, or in other words traditional 

commercial, profit maximizing, and shareholder value centred businesses the terms 

commercial entrepreneur, commercial business, and commercial bank shall be used. 

3.1 The contemporary role of social entrepreneurs 

3.1.1 The social entrepreneur’s role in changing business paradigms, social 

innovation, and sustainable development 
Scholars, among them Ellis, Nicholls, or Habisch and Jonker, claim that humanity 

is currently experiencing a paradigm shift, particularly concerning how business is 

done, but also reaching beyond business thus shaping the way we live our lives.212 

Ellis provides an example: the transformation of the welfare state. While in the 20th 

century the division of responsibilities in many societies was clear – the private sector 

“made money”, the civil sector “ensured social cohesion and solidarity”, and the 

“public sector provided order, legal rights and welfare”213 – today this clear division 

does no longer seem to exist. As actors worldwide fail to fulfil their pre-destined 

responsibilities assigned by society through a process of social construction, roles 

and expectations begin to change.214 According to Ellis the current crisis in business 

is a symptom of these ongoing changes.215 The effects of “globalization, 

technologization and changing prioritization”216 are putting society under heavy 

pressure. Simultaneously awareness of hazardous consumption patterns, the 

civilization’s development at the expense of earth’s resources, and even changing 

“social commitments”217 and “inner values”218 seems to be increasing.219 Ellis 

                                            

212  cf Ellis (2010): 194ff, Nicholls (2010): 611ff, Habisch, Jonker (2005): 1-9 
213  Ellis (2010): 114 
214  cf Kerlin (2010): 6 
215  cf Ellis (2010): xix 
216  Ellis (2010): xvi 
217  Ellis (2010): xvi 
218  Ellis (2010): xvi 
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describes this as a social megatrend, a “global consciousness movement”220 based 

on an emphasis of ethics, responsibility, and meaning.221 She recognizes that this 

movement has neither leaders nor ideology and that it is the largest movement on 

earth representing a worldwide expression of people’s needs.222 

There are several signs of this paradigm change to be observed, for instance 

certain patterns emerging among people or the way business is currently being 

transformed. Ellis suggests typical signs of changing paradigms among people in 

general comprise of increased questioning of authorities and less trust in science and 

technology to provide solutions; strengthened focus on personal authority that is 

guided by listening to the inner self in order to judge what is a appropriate and what 

is not; growing individual interest to discover the meaning and purpose in life; desire 

for meaningful work and a higher quality of the work experience; and new roles for 

women, allowing greater self-realization.223 Accordingly, signs of business in 

transformation include a new face of capitalism represented by moving from 

commercial entrepreneurship to social entrepreneurship; introducing values of social 

entrepreneurship, especially understanding profit not as the sole goal but as a means 

of achieving social and environmental impact; new dimensions of business by 

expanding the bottom line by both social and environmental dimensions; and using 

business to do good – from add-on corporate social responsibility to social 

intrapreneurship. Table 3.1 below provides a detailed comparison of Ellis’s 

interpretation of the changing paradigms. 

                                            

219  cf Ellis (2010): xvi 
220  Ellis (2010): xvi 
221  cf Ellis (2010): xvi 
222  cf Ellis (2010): xviii 
223  cf Ellis (2010): xvii-xix 
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 Old paradigm  New paradigm 

Tri-sector welfare model  Fourth sector mindset224 
Charities and public institutions  Social ventures 

Philanthropists Social venture capitalists  
Altruism Business opportunity  

The new faces of 
capitalism  

Commercial entrepreneur Social entrepreneur  

Society as stakeholder  Society as beneficiary  
Financial value and capital  Blended value and blended 

capital225 

Problems and deficiencies  Opportunities and resources  

Profit as goal  Profit as means  

Return on investment (ROI) Social return on investment 
(SROI) 

The value of 
social 
entrepreneurship 

Quantitative growth  Qualitative growth  
Single bottom line  Double or triple bottom line  
Shareholder value creation  Stakeholder value creation  

Compliance and risk management  Business development  

Add-on social corporate 
responsibility (CSR) 

Strategic social corporate 
responsibility (CSR) 

Changes to the edges Changes to the core  

Responsible 
business 2.0 

CSR CSO/CSI/CSE226 

Competitors  Partners  
Mergers Buy-ins  

Top-down or bottom-up Top-down and bottom up  

A business force 
for good  

Corporate social responsibility  Social intrapreneurship 

Table 3.1: Comparing characteristics of old and new business paradigms in four dimensions 

by Tania Ellis (2010)227 

                                            

224  A fourth sector mindset refers to a model that describes social entrepreneurship as a fourth sector 
located at the intersection of state, business, and civil society. 

225  Blended value and blended capital refer to the creation of a mixture of financial, social, and 
environmental value, where one value cannot be separated from the other. 

226  Ellis deems corporate social responsibility has evolved into corporate social opportunity (CSO), 
corporate social innovation (CSI) and corporate social entrepreneurship (CSE) and that these 
topics are no longer add-ons or applied when it fits the company, but that they are inherent in the 
business. 

227  Ellis (2010): 197 



  41 

3.1.2 Social innovation and sustainable development 

Money, the cooperative movement, legislation, tax, therapy, insurance, unions, 

social welfare centres, kindergartens, management concepts, and e-learning as well 

as social entrepreneurship are all examples of social innovation. Social innovation 

emerges particularly in times of transition in response to significant changes and 

unfolding questions, meeting specific needs in a particular period of history. It is often 

driven by “passionate pioneers and grassroots activists”228, the ones who are usually 

closest to the problem and can see potential solutions229, rather than by 

governments.230 The challenge for social innovators is often to systemize their ideas 

and find resources to turn them into action.231 This is where the social entrepreneur 

comes in,232 for “like the public sector they provide welfare solutions, like the private 

sector they run their ventures as businesses and like the third sector they are value-

based and work with a clear social mission”.233 Hence, social entrepreneurs are both 

drivers and a result of social innovation.234 

As figure 3.1 below shows, social entrepreneurs are one out of many diverse 

groups working towards sustainable development, and it is the aggregate effort of all 

these groups that eventually creates sustainable development.235 Other groups 

include, for instance, social intrapreneurs, commercial businesses running CSR 

strategies, initiatives such UN Global Compact trying to bridge the work of various 

institutions and organizations with businesses. Many of these actors deem 

sustainable development their overall mission, and even a “future foundation for 

growth, innovation and value creation”.236 

                                            

228  Ellis (2010): xxiii 
229  cf Ellis (2010): xxi 
230  cf Ellis (2010): 119 
231  cf Ellis (2010): xxiii 
232  cf Ellis (2010): xxii 
233  Ellis (2010): 119 
234  cf Ellis (2010): xxi, Defourny, Nyssens (2008): 4 
235  cf Ellis (2010): 114 
236  Ellis (2010): 113 
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Figure 3.1: Social entrepreneurs work for sustainable development. Social entrepreneurs are one 

group out of many that work for sustainable development. Inspired by a model developed by Johanna 

Mair and Christian Seelos, IESE Business School.237 

3.2 Defining social entrepreneurship 
This section is devoted to creating an overview of the definitions of social 

entrepreneurship by investigating social entrepreneurship from a number of different 

angles. First by looking at the historical development of social entrepreneurship, 

definitions of the term and attempt to answer what social entrepreneurship really is. 

Then contrasting commercial and social entrepreneurship, comparing the distinctly 

different European and Northern American perspectives on social entrepreneurship, 

and looking specifically at the European third and fourth sector and social economy. 

Furthermore the concept of double and triple bottom line is investigated, including 

shared and blended value. The section closes with views on common difficulties 

many social entrepreneurs face, and critique on social entrepreneurship.  

3.2.1 The historical development of social entrepreneurship 
Social entrepreneurs existed a long time before they were labelled as such. 

Some of the most famous contemporary social entrepreneurs include Muhammad 

Yunus, Bill Strickland, and Bill Drayton. Nobel peace prize laureate Muhammad 

Yunus, who initiated the Grameen Bank in Bangladesh in the late 1970s, offers non-

                                            

237  Ellis (2010): 189 
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collateralized micro-credits to the poorest people. Bill Strickland founded the 

Manchester Craftsmen’s Guild in 1968 to promote the use of arts to develop 

community programmes in Pittsburgh.238 Finally, Bill Drayton, a former business 

management consultant, set up Ashoka in 1980, which was the first foundation to 

support individual social entrepreneurs.239 

Mair and Ganly recognize how the topic has become highly visible in the media 

after the Nobel Peace Prize was jointly awarded to Muhammad Yunus and the 

Grameen Bank in 2006.240 They also detect a rapid increase in the numbers of 

venture philanthropy organizations and investment vehicles, as well as in centres, 

publications, international conferences, and student demand for corresponding 

courses. Other major events of recent years contributing to this increase in visibility 

include the initiation of major investment funds for social innovation and social 

entrepreneurship by the governments in the UK and the US.241 

In Northern American academia Harvard were one of the first actors to promote 

social entrepreneurship by launching Harvard Business School Social Enterprise 

Initiative in 1993. Later the major universities of Columbia, Stanford, and Yale 

followed with their own initiatives.242 In 1996 European researchers founded EMES 

European Research Network to study the phenomenon’s development in Europe.243  

3.2.2 Defining the term social entrepreneurship  
The Swedish proverb a beloved child has many names could be applied to social 

entrepreneurship: a popular term has many definitions.244 The term social 

entrepreneurship is used in a wide array of context referring to a broad range of 

activities, from activism to corporate social responsibility.245 Scholars in this field only 

seem to agree to disagree by stating that most terms used to describe activities in 

the field have different meanings to different people.246 However, basic ideas 

featuring a high degree of mutual agreement are that social entrepreneurship 

                                            

238  cf Mair, Marti (2006): 36 
239  cf Mair, Ganly (2010): 103 
240  cf Mair, Ganly (2010): 103 
241  cf Mair, Ganly (2010): 103, 105 
242  cf Defourny, Nyssens (2006): 3 
243  cf Defourny, Nyssens (2006): 4 
244  cf Gawell, Johannisson, Lundqvist (2009): 235 
245  cf Defourny, Nyssens (2008): 4 
246  cf Mair, Marti (2006): 37, Zarah et al. (2009): 520 
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typically refers to a process or behaviour; that the social entrepreneur is the founder 

of the initiative; and that definitions of social venture refer to outcome of the process 

of social entrepreneurship.247 

 

Figure 3.2: 27 terms of social entrepreneurship. In their research work the authors have found 27 

terms that in some context are deemed to be synonymous or emphasize a certain aspect of social 

entrepreneurship, but in other context are deemed to be radically different from social 

entrepreneurship.248 

 

Both social entrepreneurs and social ventures are heterogeneous groups with 

regards to the context they are operating in, their interests, and objectives.249 They 

comprise of a broad variety of legal forms, ranging from cooperatives, associations, 

and non-profits to limited corporations.250 Some social ventures are started from 

scratch, others are replications of existing organizations, and yet others are 

consolidated, remodelled, or developed to replace obsolete organizations.251 The 

organizational forms that these ventures adopt depend on local conditions and 

opportunities, social and environmental needs, as well as particularities of each 

country: legal framework, welfare provision, and cultural and historical traditions.252 

This diversity is also reflected in the wording used to describe social entrepreneurial 

initiatives: activist entrepreneurship, affirmative business, blended value, civic 

entrepreneurship, climate entrepreneurship, corporate social entrepreneurship, 

                                            

247  cf Mair, Marti (2006): 37 
248  Bauer-Leeb, Lundqvist (2011); please note, this and all other word clouds have been generated 

by the authors using an online application tool at www.wordle.net. 
249  cf OECD (approx. 2006) 
250  cf Zarah et al. (2009): 530 
251  cf OECD (approx. 2006), Zarah et al. (2009): 530 
252  cf OECD (approx. 2006), Mair, Ganly (2010): 103, Defourny, Nyssens (2006): 8 
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corporate social innovation, corporate social opportunity, corporate social 

responsibility, double bottom line business, fourth sector companies, high-purpose 

companies, holistic entrepreneurship, lifestyle entrepreneurship, people planet profit, 

public entrepreneurship, shared value, social enterprises, social entrepreneurial 

initiatives, social innovation, social intrapreneurship, social purpose venture, 

sociopreneurship, sustainable companies, transition initiative, value driven 

enterprises, or simply entrepreneurship expanded to include social and political 

aspects.253 To add even more complexity, one study alone found more than 16 

definitions of the term social enterprise.254 

3.2.2.1 What is social entrepreneurship? 

Reflecting the numerous terms above shows a large spectrum of definitions 

available to describe the intentions, ideas, and activities of social entrepreneurship. 

In the following a selection of definitions of social entrepreneurship is presented to 

provide an overview of this broad variety. However, the authors will not attempt to 

give a definition of their own, for that is beyond the scope of this study. 

 

Figure 3.3: Word cloud representing definitions of social entrepreneurship. The word cloud 

represents a summary of the definitions of social entrepreneurship below. The bigger the letters are, 

the more often the concept occurs in the definitions.255 

 

Gawell, Johannisson, and Lundqvist provide the shortest and perhaps widest 

definition possible, “social entrepreneurship is an innovative initiative, which develops 

                                            

253  cf Gawell, Johannisson, Lundqvist (2009): 18, Ellis (2010), Mair, Ganly (2010), Rutqvist (2008), 
Holistic Entrepreneurs Alliance (2011), SP-BI-097, The better India (2011), Transition networks 
(2011) 

254  cf Ellis (2010): 121 
255  Bauer-Leeb, Lundqvist (2011) 
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functions useful for society”.256 Kerlin also keeps it short and defines social 

entrepreneurship as using a non-governmental market-based approach to address 

social issues.257 Mair and Ganly view social entrepreneurship as “a label for 

initiatives that proactively address social or environmental issues through delivery of 

a product or service that directly or indirectly catalyzes social change”.258 They 

further recognize that social entrepreneurs independently of the type of 

organizational framework they use have two things in common: “the innovative use 

and combination of resources to pursue opportunities to catalyze social change” and 

that they tend to create new markets.259 Ashoka define social entrepreneurs as 

“individuals with innovative solutions to society’s most pressing social problems […] 

tackling major social issues and offering new ideas for wide-scale change”.260 Ellis 

defines three main components of social entrepreneurship: social change as the 

main purpose, innovative problem solving, and business methods as means.261 

Zarah et al. note, “social entrepreneurship encompasses the activities and processes 

undertaken to discover, define and exploit opportunities in order to enhance social 

wealth”.262 Mair and Marti view social entrepreneurship as a “process of creating 

value by combining resources in new ways [in order to] explore and exploit 

opportunities to create social value by stimulating social change or meeting social 

needs [through offering] services and products [or creating new] organizations.263 

They further deem creative combination of resources as typical for social 

entrepreneurship. “[Social entrepreneurs] combine resources – resources that often 

they themselves do not possess – to address a social problem and thereby alter 

existing social structures”.264 Mair and Marti think this shows “how social 

entrepreneurship catalyzes social transformation by meeting social needs”.265 

Many scholars emphasize the social entrepreneurs’ role of challenging and 

disrupting authorities and institutions. Mair and Ganly state, “to ensure that change is 

sustainable, a large part of what social entrepreneurs do is challenge or disrupt 
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existing institutions”266, for instance “collective behaviours that we tend to take for 

granted: excessive consumption, environmentally unsustainable conducts, and a 

culture of individual private gain over shared community or public benefit”.267 Ashoka 

recognize, “rather than leaving societal needs to the government or business sectors, 

social entrepreneurs find what is not working and solve the problem by changing the 

system, spreading the solution, and persuading entire societies to take new leaps”.268 

 

Figure 3.4: Word cloud of prominent themes in definitions of social entrepreneurship. A word 

cloud generated from the definitions above. The more often a word is used in the text, the bigger it 

shows up in the cloud. Social is by far the most often reoccurring word, followed by change, 

innovative, create, new, combination, catalyze, resources. Hence, these words symbolize the most 

often used components of defining social entrepreneurship.269 

 

The definitions presented in figure 3.4 above, which are provided by some of the 

most prominent scholars in the field, may make more or less sense, and mean 

different things to different people, depending on the context one is coming from. The 

understanding of the definitions is also highly influenced by the very ambiguity of the 

world social.270 Mair and Marti point out that the greatest challenge in understanding 
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the term social entrepreneurship lies in defining the boundaries of what is meant by 

social.271 

Another way of understanding social entrepreneurship is to determine what it is 

not. Any organization pursuing profit as their sole objective, for-profits engaged solely 

in philanthropy, or non-profits or NGOs ignoring the economic implications of their 

operations, as well as organizations that do not engage in innovative means of 

providing products or services usually reside outside the domain of social 

entrepreneurship.272 There is also debate regarding the similarities and differences 

between the concepts of social entrepreneurship and corporate social responsibility 

(CSR). The concepts are deemed similar since they refer to similar ideals or values. 

Corporate social responsibility is, however, often strongly connected to demands on 

a commercial venture to assume responsibility for the social impact and the 

stakeholders of the company, rather than contributing to societal development, which 

is often the role of social entrepreneurs.273 

3.2.2.2 Contrasting commercial and social entrepreneurship 

One way of gaining greater understanding of social entrepreneurship is to 

contrast it with commercial entrepreneurship. Social and commercial entrepreneurs 

share many traits. One is that other actors might regard them highly inconvenient 

because they cross borders and challenge those in power.274 

The term entrepreneurship has been defined as an activity of someone 

“[undertaking] innovations, finance and business acumen in an effort to transform 

innovations into economic goods”275 through starting “new organizations or 

revitalizing mature ones in response to perceived opportunities”.276 In recent years 

the concept of entrepreneurship has been extended to further include social and 

political forms of entrepreneurial activity.277 
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Ashoka contrast the roles of commercial entrepreneurs and social entrepreneurs: 

“[commercial] entrepreneurs changed the face of business”278 while “social 

entrepreneurs act as the change agents for society, seizing opportunities others miss 

and improving systems, inventing new approaches, and creating solutions to change 

society for the better”.279 Gawell, Johannisson, and Lundqvist recognize that social 

entrepreneurs can be triggered by what others miss on the market, or rather by the 

market failures of commercial ventures.280 Opportunity recognition, which often is a 

central element in defining social entrepreneurship, is different for social 

entrepreneurs than for their commercial counterparts. Social entrepreneurs tend to 

see a need in society, rather than an economic need that can result in a commercial 

opportunity for a specific business.281 Another difference is that while commercial 

entrepreneurs try to protect their ideas, social entrepreneurs try to spread them as 

much as possible.282 

Another way of contrasting social and commercial entrepreneurs is to look at their 

intentions, and the relative priority they assign to creating social and economic value, 

respectively.283 If the purpose of an initiative is to develop society and create added 

value for its citizens rather than a particular business then the initiative is most likely 

a social venture.284 In social entrepreneurship, creating social wealth is the primary 

objective, while creating economic value and achieving profit is necessary to ensure 

financial viability and self-sufficiency.285 Focusing on income generation is however 

not a common theme in definitions of a social venture.286 In commercial 

entrepreneurship, “social wealth is a by-product of the economic value created”.287 

Many scholars concur with this argument saying that social entrepreneurs should 

embrace strong entrepreneurial orientation, the use of business models, and earned 

income strategies. The Grameen bank is a popular example of this approach. 
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Creating economic value is critical for them to ensure that their mission288 as well as 

the business itself can be maintained.289  

According to a Swedish study among small fast-growing companies it is a widely 

spread myth that commercial entrepreneurs are driven by the sole purpose of 

earning money. The study showed that only a fraction of commercial entrepreneurs 

were primarily seeking material wealth in abundance. More common motivators were 

existential goals, strengthened self-image, and trying one’s wings in a challenging 

venture. Moreover, all entrepreneurship can be seen as based on the collective. A 

practical example would be the network of family and friends who support the 

entrepreneur because they care, because of a sense of solidarity, or because they 

hope their favour will be returned.290 

Defourny and Nyssens contribute to contrasting social and commercial 

entrepreneurship by discussing opposing views on financial profits, which is on the 

one end of the spectrum a ban or limitation of profits and on the other end gaining 

profits and distributing dividends to shareholders. The common denominator for 

social ventures is their “aim to benefit either their members or a larger collectivity 

rather than generating profits for investors”291, the latter representing the norm in 

commercial entrepreneurship. They also recognize similarities among social 

entrepreneurs, which distinguishes them from commercial entrepreneurs: democratic 

decision-making processes and “the prevalence of people and labour over capital in 

the distribution of incomes”.292 Social entrepreneurs often pursue both social and 

economic goals in exploiting a particular opportunity. However, most definitions of 

social entrepreneurship underline that social entrepreneurs exploit opportunities to 

create change rather than contribute to profit maximization, which would be the goal 

of many commercial entrepreneurs.293 

The diagram below describes yet another difference between commercial and 

social entrepreneurs: the types of relationships they build. Social entrepreneurs tend 

to cultivate relationships with citizens based on moral obligations, while commercial 
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entrepreneurs cultivate commercial relationships based on business obligations. The 

diagram also shows that social entrepreneurship is of public interest, based on 

commercial and citizen relationships, while partnerships in the commercial sphere 

are of private interest and built on business relationships and moral obligation.294 

 

Figure 3.5: Different types of relationships of commercial and social entrepreneurs. The diagram 

also shows public versus private interest in commercial and social entrepreneurship.295 

 

Table 3.2 below compares general characteristics of social and commercial 

entrepreneurs according to Ellis. 

Social entrepreneur Commercial entrepreneur  

Social mission (help others).  Economic mission (make a profit). 

Meets social and/or society’s needs. Meets financial/commercial needs. 

Creates social value. Creates financial value. 

Socially driven, charitable dimensions, sense 

of justice. 

Profit-driven, commercial dimension, business 

sense.  

Profit as means to succeed with social goals – 

to secure financial independence.  

Profit as a goal in itself – to secure owner’s 

financial welfare.  
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Social entrepreneur Commercial entrepreneur  

Value is measured through social effect 

“Social return on investment (SRI).  

Value is measured through financial income 

“Financial return on investment”.  

Whole and/or parts of surplus reinvested in 

organizations or in new social projects.  

Surplus goes to owners and/or shareholders.  

Sustainable growth.  Growth.  

Table 3.2: Contrasting social and commercial entrepreneurship296 

3.2.2.3 European and Northern American perspectives on social entrepreneurship 

A topic many scholars recognize concerns distinct differences in the attempts to 

characterize social entrepreneurship across the world.297 Some researchers claim 

this can be explained through the social origins theory and the prevalence of different 

socioeconomic contexts in different regions and countries.298 Many researchers 

agree that there are clearly distinctive Northern American and European definitions of 

social entrepreneurship.299 The typical European perspective describes social 

entrepreneurship as collective or cooperative social ventures employing commercial 

activities and achieving earned income, often providing services in the third sector. 

European social ventures can be understood as one out of many providers of social 

services sustaining the European welfare model.300 In contrast, the typical North 

American perspective of social entrepreneurship is based on a narrative of brave, or 

even heroic individuals launching cross sector market-based ventures dedicated to a 

social mission.301  

3.2.2.4 European third and fourth sector and social economy 

Many scholars and practitioners seek to place social entrepreneurship in Europe 

in the third sector or the social economy sector.302 EMES Network place social 

entrepreneurship in Europe “at the crossroads of market, public policies and civil 

society”.303 Defourny and Nyssens as well as OECD recognize that social 

entrepreneurship in Europe has emerged from the third sector. Defourny and 
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Nyssens detect the birthplace of social entrepreneurship in Europe in an increased 

acknowledgement of the third sector combined with an interest in innovative 

entrepreneurial dynamics as tools for addressing current social challenges.304 In 

many welfare states the concept of social entrepreneurship has emerged as a 

response towards the emerging mixture of public, private, and third sector providers 

of social services.305	  Social entrepreneurs and their social ventures are sometimes 

seen as a new subdivision of the third sector, and sometimes as a new dynamic or 

evolution of the third sector, where new organizations are created and old ones 

undergo transformation.306 According to OECD social ventures do not seek to 

replace the third sector or social economy. Instead, social ventures can bridge these 

two by “focusing on new entrepreneurial dynamics of civic initiatives that pursue 

social aims”.307 The fact that many governments try to change their procurement 

practices through collaborating with or outsourcing to actors from the civil sector can 

serve as a practical example of this bridging function.308  

Figure 3.6 below illustrates how Ellis introduces another perspective when 

arguing that the field of social entrepreneurship is not to be found within the third 

sector, but in the fourth sector, at the crossroads of private sector, sponsorship, 

partnerships, third sector, delivery of social services, public sector, and private public 

partnerships.309  
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Figure 3.6: Social entrepreneurship emerging in the fourth sector.310 

 

Gawell, Johannisson, and Lundqvist have developed a matrix to relate relevant 

terms to each other. Figure 3.7 below depicts relative positions of some reoccurring 

terms like corporate social responsibility, civic entrepreneurship, social economy, 

activist entrepreneurship, social entrepreneurship, and commercial entrepreneurship. 

Horizontally the matrix indicates to which extent the initiative’s purpose is related to 

social and/or environmental impact versus financial revenues and profit. The vertical 

scale indicates the type of actor generally taking the leading role in the different 

initiatives, that is the individual versus the collective.311 
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Figure 3.7: Relating purpose and actors of social and commercial entrepreneurship312 

3.2.2.5 Double and triple bottom line 

As described earlier, the shift of paradigm lets businesses move from bottom line 

thinking towards a double or even triple bottom line approach.313 Bottom line is 

usually understood as a synonym for achieving financial profit, while a double bottom 

line approach represents expanding financial profit with social impact, and triple 

bottom line further includes environmental impact. The triple bottom line also serves 

as the link to sustainable development and can be described as “balancing social, 

environmental and financial value creation”.314  

In order to provide more insight on the triple bottom line the voices of some 

practitioners shall be employed in the following. Keller says, “The interesting thing 

about sustainability is the interaction between [earning financial returns and creating 

social and environmental value]”.315 Keller perceives this a new form of capitalism 

where “profit-making remains key, but financial rewards reflect not only goods sold 

but good deeds done”.316 Brame states, “In many cases we’re the first company 
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they’re dealing with that’s talking about a triple bottom line”.317 Blake says, 

“sustainability means having a balance between financial viability, environmental 

responsibility, and being meaningful for everyone involved”.318 Blake further adds, 

“The more money we’re making, the greater an impact we’re making for the 

environment”.319  

In Northern America two concepts similar to the triple bottom line have been 

introduced: shared value by Porter and Kramer and blended value by Emerson. 

Porter and Kramer recently presented their idea of shared value as an innovative 

means to connect economic and societal benefit and growth. According to their 

concept it is both a strategic policy and operating practice that allows companies to 

simultaneously improve their competitive position and the economic and social 

conditions in the communities they operate in. In essence, shared value can be used 

as a lens through which decisions and opportunities should be reconsidered 

concerning their economic as well as social impact. By doing so companies will be 

able to recreate products and markets, redefine productivity in the value chain, and 

enable the development of local clusters. They further state that an increasing 

number of large multinational corporations known for their highly commercial 

orientation have started to embrace business strategies which could be labelled 

shared value strategies.320 

Porter and Kramer recognize that social entrepreneurs, similar to their 

commercial counterparts, create shared value through “finding profitable solutions to 

social problems”.321 They state that social entrepreneurs often are well ahead of 

many other actors, since they are not locked into “narrow traditional business 

thinking”.322 They argue, “Real social entrepreneurship should be measured by its 

ability to create shared value, not just social benefit”.323 Shared value can be seen as 

a driver behind ventures using hybrid business models, since the concept blurs the 
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line between for-profits and non-profits, urging companies to create profitable 

business while pressing a social and/or environmental mission.324 

Similarly to shared value the concept of blended value implies that all 

organizations, for-profit as well as non-profits “create value that consists of economic, 

social and environmental value components”325 and that investors ranging from 

charitable to market-based ones, “simultaneously generate all three forms of 

value”326 through the combination of provision of capital and working for a social 

and/or environmental mission. The outcome of this process is a kind of blended value 

in which none of the three components can be separated from the other. According 

to Emerson, what makes the concept of blended value special is that investors and 

investees jointly “attempt to create and maximize the impact”327 of the blended value. 

Emerson states that key areas in which investors and investees work to maximize 

blended value are: corporate social responsibility, social enterprise, social investing, 

strategic and/or effective philanthropy, and sustainable development.328 

3.2.2.6 Common difficulties for social entrepreneurs 

Social entrepreneurs encounter numerous challenges as they want to establish 

and grow their ventures. Many key actors, including policy makers, often lack insight, 

knowledge, and understanding of social entrepreneurship. The interdisciplinary 

nature of social entrepreneurship can make it difficult to categorize. This often results 

in social entrepreneurs finding themselves adrift between interests of different 

institutions. Social ventures are often complex operations, which require an ability to 

merge knowledge from several fields. So far there are only a few platforms where 

social entrepreneurs can exchange experiences, but most people have to learn how 

to manage their social ventures from scratch and on their own. Moreover, many 

social entrepreneurs are rejected as idealists, visionaries, and utopists because not 

everyone sees how they contribute to growth and responsibility. Also, on a general 

level, not all people perceive entrepreneurs taking initiatives as something positive.329 
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Knowledge of how to measure the benefits of social entrepreneurship is very 

limited and consequently even less spread. Related to measurement issues and 

limited knowledge concerning the phenomena, the social entrepreneurial view on the 

double or triple bottom line is very different from bottom line thinking applied by 

banks, investment funds, and venture capitalists. This may result in difficulties for 

social entrepreneurs to finance their ideas. On a general level, regulations that 

discriminate social, ethical, and environmental goals or interdisciplinary initiatives 

may worsen the social entrepreneur’s position or even prohibit them from getting 

loans or engaging in procurement.330 

3.2.2.7 Critique of social entrepreneurship 

There is plenty of room for confusion, speculation, and unclear boundaries 

concerning social entrepreneurship: Vagueness of the term, “absence of universal 

performance indicators”331, lack of monitoring, transparency, and democratically 

controlled processes332 - which may result in significant information asymmetries333 - 

lack of standards for evaluating and valuing the effectiveness of social ventures, and 

the degree of accomplished social and environmental impact. Furthermore, despite 

all attempts to delimit the characteristics of the social entrepreneur and his or her 

initiative, just about anybody could label themselves social entrepreneur.334 It may 

even prove useful for an individual to portray himself or herself as a social 

entrepreneur with a subordinate profit motive, in order to gain access to “relatively 

cheap capital from social investors”.335 There is also nothing that could ensure that 

social entrepreneurship is only used for achieving positive impact on society. 

According to Gawell, Johannisson, and Lundqvist this is a fact seldom discussed in 

the general debate as well as among scholars. Entrepreneurial initiatives and 

processes can just as well be pure provocations or conducted in criminal contexts.336 

Zarah et al. also underline that social innovation in general can lead to social 

upheaval.337 Furthermore, efforts to achieve social or environmental impact and 

launch social ventures are risky activities, obviously from a financial perspective but 
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also because the social entrepreneur may never be able to achieve his or her desired 

purpose, consequently failing to meet the expectations and needs of e.g. investors or 

beneficiaries.338  

One of the most common points of critique aimed at social entrepreneurship is 

that it represents a harmful combination of opposing values. On the one hand social 

entrepreneurs strive for managerial efficiency, market-based approaches, profits, and 

competition. On the other hand they have strong ties to the public sector and NGOs, 

and provide public goods and ascribe to values such as community participation and 

transparency.339 Taking a closer look at the managerial side of social 

entrepreneurship reveals the concern that a market-based approach can draw the 

social entrepreneur’s focus away from their originally intended social mission towards 

making profits. This effect is called mission drift.340 Scholars recognize that traditional 

market-mechanisms do not always function in this area, and that social ventures, 

which e.g. fail to deliver products or services or do not live up to certain standards or 

regulations can stay in business, when a commercial business under normal 

circumstances would have been driven out of the market.341 Consequently, to have 

non-functional social ventures up and running can result in situations in which the 

intended customer no longer can afford products or services offered by these 

ventures, or that the social venture is forced to abandons ideas, products, or services 

that are not deemed profitable enough or where progress is slow or uncertain. In a 

worst-case scenario this approach may result in the beneficiaries left out of service, 

marginalized, or even forced to pay high prices for products or services they could 

get for a better price somewhere else.342 Looking at the communitarian type of social 

entrepreneurship, it can prove very difficult to judge whether an initiative really was 

initiated bottom-up, which is often claimed in this context, or whether the initiative in 

fact came from above and then trickled down to a grassroots level.343 Moreover, it is 

often not possible to attribute the social or environmental impact to one single 

initiative or organization, as change often is a result of joint efforts of many actors.344  
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Scrutinizing social entrepreneurship from a bird’s eye perspective, some scholars 

believe that the phenomenon is simply an expression of entrepreneurship in general. 

Mair and Marti ask, “[Is social entrepreneurship a sub-category of entrepreneurship] 

in which the social context provides a new and unusual setting in which to study and 

test entrepreneurial phenomena?”345 Social entrepreneurs share many 

characteristics with commercial entrepreneurs, for instance risk-taking, 

proactiveness, and independence, but also individualism and egoism. These traits 

might make social entrepreneurs more susceptible to taking unnecessary risks or 

pursuing innovation to create change rather than prosperity.346 

3.3 Social entrepreneurship across the world 
This section will take a closer look at the development of social entrepreneurship 

across the world, starting with a global perspective, then gauging market sizes and 

putting the development in Europe in focus, followed by a detailed look at the 

countries in focus of this master’s thesis, Sweden and Austria.   

Today, social entrepreneurs in Europe often engage in work integration for 

marginalized groups, for example migrants, youth, and disabled people. This has 

been encouraged by government support e.g. in France, Spain, and Portugal.347 In 

Anglo-Saxon countries social ventures play a big role in delivering social services.348 

Social entrepreneurs in countries such as France, Italy, Denmark, Hong Kong, 

Japan, the UK, and the US are particularly active in launching culture-related 

organizations, providing services for disabled people, waste recycling, nature 

protection, and open-source activities such as online networking.349 Social 

entrepreneurs in developing countries generally tend to focus on basic needs such 

as healthcare, access to water, sanitation, and agricultural activities.350  
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3.3.1 The differences of social entrepreneurship across the world 

Social entrepreneurship takes on many shapes across the world. The reasons for 

these differences have not yet gained much attention by scholars.351 Kerlin attempts 

to explain the differences by distinct socioeconomic context specific to single 

countries or regions.352 Socioeconomic context is influenced by factors such as the 

relative strength or weakness of civil society, government, state, market, and 

international aid.353 She also includes factors such as the use of social ventures, their 

organizational and legal form, as well as existing support structures for social 

ventures in explaining country specific differences.354 Kerlin’s study recognizes “weak 

state social programs or funding, due to either the retreat or poor functioning of the 

state study”355 as a main driver of the development of social entrepreneurship across 

many regions and countries.356 The other drivers of this development are, however, 

very different. Kerlin theorizes that the development of social entrepreneurship 

almost always draws from and positions itself closest to the strongest area (market, 

state, civil society, or international aid) in terms of influence and power, in a region or 

country.357  

Figure 3.8 below illustrates two aspects of socioeconomic context by example of 

several countries. First, it illustrates which of the above mentioned areas are 

relatively strong, and second depicts the correlation to the area in which social 

entrepreneurship has emerged in a specific country or region. In the US and in 

Western Europe market, state, and civil society have strong positions. The model 

shows that a strong state has a profound influence on social entrepreneurship and 

social ventures in Western Europe. The state generally exerts its influence through 

the provision of funds, strategic development programmes, and financial support of 

certain services that are often related to work integration, but which can be provided 

cheaper by social ventures. Because of the strong but reluctant state in the US, here 

social ventures are often found at the intersection of market and civil society. Kerlin 
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argues that the broad spectrum of non-profits with earned income strategies and for-

profits with a social mission in the US are a result of this development.358  

 

Figure 3.8: Areas where social entrepreneurship emerges. The diagram shows which of the 

areas, international aid, market, state, or civil society are relatively strongest in a country or region. 

Kerlin has found that social entrepreneurship emerges in the strongest area.359 

 

Kerlin uses social origins theory to provide understanding of the formation of new 

institutions in different regions and countries. Simplified, this theory explains how 

existing social institutions and patterns limit options available for the development of 

new institutions.360 Social origins theory can be used to explain variations in scale, 

composition, and financial structure of a country’s non-profits through exploring the 

country’s social, economic, and political structures. Kerlin recognizes that most social 

ventures are based in civil society, and since social origins theory was developed to 

understand these kinds of organizations she argues that the theory also can be used 

to examine market-based ventures employing a social mission.361 She argues that 

this development has been observed in the development of non-profits, and that 
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social ventures seem to follow a similar pattern. This suggests that an idea could be 

transferred and implemented more easily into a region that features socioeconomic 

characteristics similar to the region the idea originated from. This further highlights 

that successful replication and transfer of an idea from one socioeconomic context to 

another often is based on “the involvement, and many times initiative, of the people 

and countries themselves”.362  

3.3.2 Market sizes  
The UK is one of the few countries worldwide that measure social entrepreneurial 

activity annually.363 Data from 2005 showed that 775 000 people in the UK were 

employed by social ventures that generated a total annual turnover of more than 

GBP 18 billion. Earlier data from 2003 also showed that 6,6% of population were 

involved in some form of social entrepreneurial activity and that businesses with 

mixed sources of revenues created more jobs and had higher turnover per employee 

than their mainstream counterparts. Moreover, these businesses were more likely to 

be started by women, members of ethnic minorities, and people with low income.364 

Data from 2006 indicated that 3,3% of population were involved in creating or running 

early-stage social ventures, and that another 1,5% ran established social ventures.365 

Mair and Ganly state, “This represents a significant chunk of the population 

compared with the figure for mainstream early-stage entrepreneurship at 5,8%”.366 

Another country keeping extensive data on social ventures is Japan. The country 

introduced a specific legal form for non-profits in 1999367 and by 2008 the number of 

social ventures had risen from 1176 to over 30000. In 2005 social ventures 

contributed 1,5% of Japan’s gross domestic product.368  

3.3.3 Social entrepreneurship in Europe 

OECD has presented a general image of social ventures across Europe through 

clustering typical characteristics across the countries’ borders. They report that social 

entrepreneurs are active in both rural and urban areas and that their ventures are 

initiated voluntarily and managed by groups of citizens, often by people belonging to 
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the same community or sharing certain needs and aims. European social 

entrepreneurs engage in the production and/or sale of products and services, e.g. 

social services, work integration services, and community services. They are also 

active in education, culture, and environmental issues, and they often work with 

disadvantaged groups and communities. Social ventures are highly autonomous 

since they operate as businesses owned by shareholders. They are often 

participatory by nature and emphasize decision-making power not only based on 

capital. For instance, stakeholders and shareholders are often awarded decision-

making rights according to the principle of one member, one vote. The participative 

nature is also expressed through representation of the users of the products or 

services in management activities. In many cases the objective of the ventures is to 

strengthen the users’ position and enhance democracy at a local level. Economic 

viability of a social venture depends on the efforts of the members responsible for 

ensuring adequate financial resources. Social ventures therefore generally involve a 

significant level of economic risk whether they operate on donations or grants from 

governments or private business or generate revenue from selling products and/or 

services. Some ventures prohibit distribution of profits partly or entirely. They often 

combine voluntary and paid work.369 

3.3.3.1 Social entrepreneurship in Sweden 

From an international point of view social entrepreneurship was discussed early 

in Sweden. A group of business administration researchers put the topic on the 

agenda already in the late 1970's in an anthology, which questioned the Swedish 

economy that was based on large corporations. The topic of social entrepreneurship 

was further reinforced by the ongoing industrial transformation of the country as 

industries in cities and villages were forced to shut down due to technologization, 

increased competition from production facilities in other countries, and off-shoring. 

Another vehicle for social entrepreneurship was the extensive reduction of the 

number of municipalities, from more than 1000 in the late 1960s to approximately 

290 today.370 Furthermore, the debate concerning survival of local communities and 

social responsibilities of big corporations was conducted in different closed circles 

during the 1970s and 1980s. These circumstances resulted in frustration in many 
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cities and villages for many people felt that the power over their lives was moved to 

somewhere else. This spurred interest in and commitment to one's own community 

resulting in an emerging movement of social entrepreneurs acting locally to revitalize 

their community.371 Gnosjö and Trångsviken are popular examples of this 

movement.372 

Swedish case studies and attempts to develop a terminology of the field were 

published early and internationally. Those articles often referred to the term societal 

entrepreneurship or community entrepreneurship, primarily connected to the local 

economic development mentioned above. The Swedish national encyclopaedia 

mentioned societal entrepreneurship as a subsection of entrepreneurship as early as 

the beginning of the 1990s. Further contributions to the development comprised of 

research regarding civil society, civil society organizations, social movements, 

participation in politics, and social work.373  

As in most other parts of the world the definition of social entrepreneurship in 

Sweden is unclear today. Adding to the confusion are terms imported from Anglo-

Saxon context that cannot be transferred into Swedish context and language 

easily.374 Many contemporary Swedish entrepreneurs are still rooted in local context, 

even if their ambitions have a much wider reach. This, together with the historical 

development, might explain why the term societal entrepreneurship is still frequently 

used in the Swedish language, along with other terms such as social 

entrepreneurship.375 There is plenty of evidence that the Western European definition 

of social entrepreneurship has gained recognition in Sweden.376 This development is 

partly due to the country’s strong civil society movements, such as labour unions, 

temperance societies, free churches, sports and women's associations, 

environmental groups, and cooperative movements, which all have a strong 

communitarian foundation. Also folk high schools, study circles, and top-rankings 

concerning membership and active participation in a broad variety of organizations 

have contributed to this development. In the Swedish cooperative movement the 

definition of social entrepreneurship has become closely linked to their definition of 
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social economy.377 Hence, in the Swedish social economy context, social 

entrepreneurial initiatives are often exclusively linked with cooperatives specializing 

in job training or job integration.378  

A rough estimation made in 2006 identified approximately 400 to 500 social 

ventures in Sweden.379 Since 2006 a legal framework partly inspired by the British 

CIC (Community Interest Company) exists in Sweden, called AB (SVB).380 The 

Swedish framework was developed simultaneously to the CIC but ended up being 

very different. The AB (SVB) was created in a context of political debate focused on 

deregulations of social services. Different political factions struggled whether to lift or 

strengthen regulations on dividend in businesses working in healthcare, school, and 

social services. In contrast to the CIC, the Swedish legal framework was neither 

developed with social entrepreneurs, social economy, or the community's interests in 

mind, nor have there been introduced any incentives (e.g. tax reduction, favourable 

regulations) to use it. In January 2007 six companies were founded within this 

framework in Sweden as compared to 350 CICs in the UK. The number of AB (SVB) 

in Sweden today is 38381, while the UK reached 3000382 CICs already in 2009.383 The 

skyrocketing increase in the UK in contrast to slow Swedish developments may be 

related to the fact that the CIC concept was jointly developed with and for social 

entrepreneurs and that incentives to run a CIC were created. 

3.3.3.2 Social entrepreneurship in Austria  

Lehner, Hansen, and Mader concur that a multitude of events over the last 

couple of years has brought the phenomenon of social entrepreneurship to public 

awareness in Austria. Those events include among others the introduction of awards 

and prizes for social entrepreneurs and private initiatives, supporting structures for 

social entrepreneurs, an increase in visibility of social ventures, and establishing 

venture philanthropy and social capital funding.384 Despite this sudden bloom of 

social entrepreneurship, the difference between social entrepreneurship and the non-
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profit sector remains unknown to most Austrians. Furthermore, research shows that a 

larger part of the population only recently has gained awareness of the country’s non-

profits due to the liberalization of the political landscape, increased pressure on 

budget cutting, and strengthened EU regulations.385  

Lehner’s study on social entrepreneurship in Austria shows that social ventures 

often are positioned between civil society and the market. It also detects a clear 

difference between the concept of traditional Austrian non-profits and social venture 

as a business concept. The study further found that social ventures in Austria are 

relatively young, employ a strong entrepreneurial spirit, apply improvisation and 

innovation to create products and services, work in a multitude of fields, and are 

independently owned. Lehner also notes that even though the origins of many of 

Austria’s social ventures can be traced to voluntarism and the social sector, most 

social ventures are not related to the large traditional non-profits today. Most Austrian 

social ventures use market-based approaches and strive for market-based 

income.386 

An Austrian peculiarity is the presence of political parties as well as the church in 

the so-called third sector. Political parties traditionally try to strengthen their influence 

and power through establishing tight ties with professional associations like the 

Austrian Chambers of Labour, the Chamber of Commerce, and other civil society 

organizations working with sports, culture, and social welfare. Due to this peculiarity 

newly founded non-profits struggle to gain funding and establish themselves without 

closely working with a political party. The church is regarded a key player in Austria 

providing social welfare. Another peculiarity influencing the possibilities of social 

ventures in countries like Austria is their Bismarkian tradition that introduces a large 

number of intermediate bodies responsible for providing social services and social 

insurance, and the representation of large private non-profits financed and regulated 

by public bodies.387 

Specific to Austria is the legal form of Gemeinnützige GmbH (gGmbH)388, which 

allows for some tax alleviations. This concept is however found to relate closer to 
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traditional non-profits than to social ventures. Recent trends in tax-legislation could 

serve as an indicator that this legal form could serve social ventures in the future.389  

3.4 Characteristics of the social entrepreneur  
This section studies the personal characteristics of social entrepreneurs. It first 

summarizes descriptions of the characteristics which the authors have come across 

in their work, followed by a description of Zarah’s et al. typology of social bricoleurs, 

social constructionists, and social engineers. 

3.4.1 Characteristics of the social entrepreneur 

 

Figure 3.9: Word cloud of social entrepreneur’s characteristics. The word cloud is a summary of the 

concepts found in the definitions of the social entrepreneur’s characteristics below.390 

 

Ellis describes social entrepreneurs as heterogeneous group, comprised of 

people on different paths in life and of different educational levels. She recognizes 

that they can be idealists as well as activists, often motivated by “social 

indignation”391 or love for other people. They can be wealthy individuals wanting to 

give something back to society or businesspeople looking to run a successful 

sustainable business model. She points out that even though a social venture is 
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more likely to be started by a man, the gender gap is not as wide as in regular 

business.392 Ashoka describe social entrepreneurs as “ambitious and persistent”393, 

some “possessed by their ideas”394 and “concerned with the practical implementation 

of their vision above all else”.395 They notice that social entrepreneurs commit their 

lives to change, and that they comprise of both visionaries and realists.396 Zarah et 

al. recognize social entrepreneurs’ ability to “inspire, marshal and mobilize the efforts 

of commercial and non-commercial partners, donors, volunteers and employees in 

the pursuit of social wealth”.397 Gawell, Johannisson, and Lundqvist concur regarding 

mobilizing powers and further add innovative and value creation powers to the list of 

personal characteristics.398 According to Mair and Marti social entrepreneurs are 

characterized by leadership skills, a passion to realize their visions, and a strong 

ethical fibre.399 Gawell, Johannisson, and Lundqvist further note that social 

entrepreneurs often share strong similarities with tomorrow’s leaders and 

organizations as described in contemporary management literature. Hence, working 

without employing hierarchical structures and acting glocally400 with as many 

contacts in their own local community as globally.401 Another characteristic of social 

entrepreneurs is that they can contribute to changes beyond tangible measures and 

companies' annual reports since they address changes of approaches, attitudes, or 

priorities regarding the view of the individual, society, or environment.402 Most social 

entrepreneurs seem to share a passion for pursuing social issues, but major 

differences exist among them in the way they discover social needs, pursue social 

opportunities, and the impact they have on their communities.403 Commercial as well 

as social entrepreneurs usually pursue a diverse set of goals, including personal 

objectives and fulfilment.404 Gawell, Johannisson, and Lundqvist note that the social 

entrepreneur can take on the role of an agent provocateur in his or her efforts to 
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create change, “[as] the social entrepreneurs enters the stage we are horrified, 

marvelled and filled with admiration”.405 

3.4.2 Typology of characteristics 
Zarah et al. have compiled a typology based on personal characteristics of social 

entrepreneurs. They have found three different types of social entrepreneurs: the 

social bricoleur, the social constructionist406, and the social engineer. These three 

types could also serve as indicators of different roles social entrepreneurs take on at 

different stages of a venture’s life.407 Zarah’s et al. work is the only typology the 

researchers have found, which elaborates on the characteristics of social 

entrepreneurs.  

3.4.2.1 Social bricoleurs 

Social bricoleurs usually focus on discovering and addressing small-scale local 

social needs. They possess intimate, often tacit knowledge of local conditions as well 

as of locally available resources. The social needs they address usually do not 

appear on the radar of larger actors. They have the skills to combine existing 

resources to solve problems, hence leverage new opportunities. Social bricoleurs 

often operate very informal ventures, small in scale and limited in scope. They 

typically neither need nor have access to external or specialized resources, thus they 

often rely on whatever resources they can get access to. This makes them 

independent and they can operate freely. They often correct their own mistakes and 

can respond to changes quickly. These preconditions may however prevent them 

from scaling up their ventures. 

3.4.2.2 Social constructionists 

In order to introduce reforms and innovations to the broader social system social 

constructionists exploit opportunities and market gaps by serving needy clients. They 

operate ventures, which tackle social needs that are inadequately addressed by 

others. Their motives, ambitions, and desires for social change and change of 

societal systems are complex and far-reaching. Many successful social 

constructionists share traits of business entrepreneurs, for instance acting as if they 
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could predict future events through employing alertness to new opportunities and 

finding innovative solutions. They seek to remedy broader social problems by 

developing formalized or systemized scalable solutions to fulfil their mission or 

transfer their ideas to new contexts and new markets. 

Many social constructionists have to manage a complex web of organizations, 

donors, employees, and volunteers as they pursue their missions. They often face 

limited competition in the delivery of their products and services, but competition for 

the required resources is on the other hand often tough. To ease the problems of 

gathering resources they deploy collaborative ventures that help them to build, 

maintain, and grow their organizations. This can, however, lead to another problem: 

raising funds and acquiring other resources from many different sources may result 

in significantly changing, diluting, or being diverted from the mission of the venture. In 

order to scale up their ventures social constructionists often have to build even more 

complex and formal managerial systems. Some scholars have described social 

constructionists as totally possessed by their visions of change.408 

3.4.2.3 Social engineers 

Social engineers often engage in national, transnational, or global issues, and 

can have a profound and powerful impact on society. Social engineers recognize 

systemic problems within existing social structures and institutions and address them 

by introducing revolutionary change and reform. They destroy dated systems 

incapable of serving social needs and replace them with socially efficient ones. Their 

reforms, which include fracturing existing, often dominant institutions, are often 

regarded as threatening, illegitimate, or even subversive by existing institutions. A 

prominent example of a social engineer is Muhammad Yunus. With his persistent 

work since the 1970s Yunus has changed the outlooks for many of the poorest 

people in Bangladesh from outside the system, as opposed to changing existing 

banking institutions from the inside.  

Social engineers often act as first movers and hence are deemed responsible for 

executing the dramatic change they bring about. In order to succeed they need 

popular support to gain legitimacy for their ideas. Many social engineers do benefit 

from charismatic leadership. Scholars have noted that sometimes it takes the social 
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engineers’ specific abilities to marshal resources, for instance their missionary 

devotion and enthusiasm combined with their unconstrained belief in their cause to 

create momentum for large-scale transformation. Many social engineers are of 

course driven by the notion of doing good. But scholars also highlight concerns, 

which may occur when social engineers put their ego before the purpose of their 

venture, or even act deviant or manipulative. Or when their activities radically differ 

from prevailing morals and norms, or even are considered toxic to society at large. 

There are also times when the actions of a social engineer can create more tension 

and conflict contrary to achieving prosperity.409 

3.5 The social entrepreneur’s business 
There are many typologies available describing social entrepreneurs’ businesses 

models. In this section the authors examine three aspects of these business models 

beginning with Defourny’s and Nyssens’s and The Global Entrepreneurship Monitor’s 

typologies of social ventures. Based on the latter typology other scholars’ views on 

four main types of social ventures are presented: non-profits with an earned income, 

hybrids, for-profits with a social mission, and traditional non-profits. Then two 

certification types for social ventures are illustrated: B Corporation and Community 

Interest Company. Finally, this section takes a closer look at two terms, social 

enterprise and social business, which in some context refer to social ventures in 

general, and in other context to a specific type of social ventures.  

3.5.1 Typology of social ventures 
Social entrepreneurship cannot be limited to a certain legal framework of 

business. Consequently social ventures cover a broad spectrum of organizational 

forms ranging from pure charities and non-profits to hybrids and for-profits.410 

However, as most scholars deem pure charities outside the boundaries of social 

ventures those are not included here.411 The concept of social ventures can function 

as a tool to bridge the tensions which have emerged between organizations of sole 

commercial character and organizations deemed to have less economic character, 

which often are completely based on grants, subsides, and volunteering. It can also 
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bridge the tension between organizations serving only their members and 

organizations serving a broader general community.412  

Defourny and Nyssens propose a typology of social ventures. The first type 

suggests that social ventures are first and foremost business units since they 

conduct some kind of trade to support their social purpose. The second type 

underlines that economic viability of a social venture depends on the members’ ability 

to acquire resources, often through utilizing a hybrid organization that engages in a 

mix of trade, subsidies, and voluntarism.413 The third type is similar to corporate 

social responsibility and comprised of non-profits as well as for-profits seeking to 

enhance their social impact through approaching social needs with an innovative 

approach. The fourth and final type is represented mainly by organizations in the 

third sector, generally non-profits or cooperatives for which achieving social impact is 

the actual motivation of business rather than a consequence or side effect of its 

activities.414 Defourny and Nyssens suggest that the four types share the following 

traits: “[They] trade in the market, but not with an aim of maximizing the financial 

return on investment for their shareholders; they receive public support through 

public policies which they contribute to shaping; they are embedded in civil society 

through the development of voluntary collective action around common goals 

characterized by a public benefit dimension”.415 

The Global Entrepreneurship Monitor (GEM) has investigated the global 

prevalence and nature of commercial as well as social entrepreneurship in 49 

countries. Through a survey including “any kind of activity, organization or initiative 

with a particularly social, environmental, or community objective” they have outlined 

four types of social ventures worldwide, presented in order of prevalence.416  

1. Innovative non-profits (social ventures) with a high level of social and/or 

environmental goals. 

2. Hybrid social ventures with high levels of social and/or environmental goals 

employing an earned income strategy integrated or complementary to the 

social mission. 
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3. For-profits (social ventures) with strong but not exclusive social and/or 

environmental goals and an earned income strategy. 

4. Traditional non-profits (NGOs) with a high level of social and/or 

environmental goals. 

Utilizing thoughts of both scholars and practitioners the four types are illustrated 

in detail below. 

3.5.1.1 Non-profit with earned income 

An important reason why non-profits choose to engage in entrepreneurial 

strategies and business models is to reduce their dependence on grants and 

donations. This is especially true since traditional sources of funding for non-profits 

are declining, while costs for running various programmes are generally 

increasing.417 The non-profit with earned income is an organization that tightly links 

the concepts of non-profit and commercializing ideas and fuses them with the 

purpose of the organization. The users or customers of this kind of organization often 

have some ability to pay. A common problem among these organizations is that they 

tend to employ two staffs, “one working on the philanthropic goals and another 

working with sales, marketing and customer service for the commercial side”.418 This 

can make the organizations costly to run and may also cause conflicts of interest. 

These organizations may also encounter trouble with the tax authorities since it may 

not always be easy to prove that the organization is in fact non-profit when in fact all 

its activities achieve income. In the US the volume of income for non-profits is 

substantial, nearly 70% of USD 1,4 trillion generated by non-profits came from sales 

of products and services.419 

3.5.1.2 The hybrid 

A hybrid is an organization linking non-profit and for-profit concepts. Examples of 

how this relatively new form of organization might be established include one 

organization being the subsidiary of another or two organizations being bound 

together by long-term contracts. For these constellations to function properly it needs 

to be clear how one organization can fulfil the other’s needs. Both entities require 

separate boards and management staff, since significant crossover might result in 
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conflicts of interest. Further, if the non-profit generates unrelated business income 

coming from the supporting for-profit organization in some countries its non-profit 

status may be threatened. Some for-profits enter in such kind of organizational 

construction as part of their corporate responsibility strategy to manage charitable 

activities.420  

Note that the term hybrid can also be used in another context: social ventures 

gaining income from a hybrid set of sources, e.g. earned income, donations, and 

grants.421 

3.5.1.3 For-profit with a social mission 

In a for-profit with a social mission the mission is woven directly into the venture. 

The products or services sold by the for-profit “triggers social or environmental 

change”.422 This venture cannot be separated from its social mission; the social or 

environmental impact is intrinsically tied to the business proposition. The customer 

has the ability to pay the larger part of or the entire purchase price. For this model to 

work clear market demand for offered products or services is required.423 These 

organizations often need to quantify their financial as well social and environmental 

impact to prove their value to investors. If the business expands, takes on new equity 

partners, merges, or goes public it may prove difficult to protect the mission. 

Typically, funding partners may start with good intentions, but as the business 

changes over time more emphasis may be put on the shareholders’ demands than 

the organization’s mission.424  

3.5.1.4 Traditional non-profit 

Scholars recognize that many social ventures have their roots or base in non-

profits.425 It is typical for traditional non-profits that users cannot pay for the offered 

product or service, and that they are run on donations and grants. People or 

organizations that donate to a non-profit generally require measures of impartiality 

since they want their money to support the cause and not be diverted to shareholders 
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or management.426 Non-profits may also face difficulties innovating or expanding 

since donations or grants can be restricted to certain causes or projects.427  

3.5.2 Certified types of social ventures 
B Corporations and Community Interest Companies are two examples of 

certification systems used by social ventures.  

3.5.2.1 B corporation 

Since 2007 the US initiative B lab has worked on the creation of a certificate to 

make it easier to identify companies that are truly committed to valuable social and 

environmental practices. This work eventually resulted in the organizational form of B 

Corporation or B corp, where B stands for “benefit”. The B corporation certification is 

designed to move beyond profit maximization by expanding the company’s legal 

responsibility. B Corporations can use the rigorous certification standard to monitor 

its own sustainability performance. Lapowsky reckons that the B Corporation works 

best when “a business has more than one social impact”428 since the certification 

system generates higher scores the more active the organization is to benefit each 

category, for instance community, employees, consumers, and the environment.429  

3.5.2.2 Community interest company 

In 2004 the British parliament voted to create the new legal form Community 

Interest Company.430 The Community Interest Company (CIC) is a limited liability 

company designed to operate for community benefit. A CIC has a “cap on dividend 

and individual profit, which ensures that revenues and assets are retained for 

community purposes”.431 Similarly to the B Corporation the CIC has to comply with a 

number of criteria and pass a test to find out whether it really benefits the 

community.432  
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3.5.3 Examples of specific types – or social entrepreneurship in general?  

The two terms social enterprise and social business can be used to refer to social 

ventures in general in some context. In other context they are used to describe very 

specific types of social ventures.  

3.5.3.1 Social enterprise 

Social enterprise is a term reoccurring especially among European researchers 

who use it quite arbitrarily, sometimes denoting social ventures in general and other 

times referring to a particular kind of social venture. One particular application 

describes various work integration initiatives,433 a second links it closely to social 

ventures and social entrepreneurship in a wider perspective. A third is used to 

describe for-profit social ventures.434 And a fourth application is synonymous with the 

hybridization described above concerning the combination of resources: income from 

sales or fees, public subsidies, private donations, and volunteering.435 In the US there 

is a strong tendency to use the term only to describe non-profits with earned income 

strategies that emerge in response to decreasing public subsidies and limited grants 

from foundations.436  

The social enterprise concept, which has been central to the European definition 

of social ventures, appeared in Europe a few years before it emerged in the US. The 

term social enterprise first emerged in Italy in 1990, where it was used to label 

pioneering initiatives in the cooperative movement. In 1991 the Italian parliament 

created a designated legal form for social cooperatives and the number of entities 

using this legal form grew at an extraordinary rate. Since then many European 

countries have passed new laws to promote social ventures.437 One of these 

countries is the UK, which experienced an accelerated debate about social enterprise 

in 2002. The Blair government created the Social Enterprise Coalition438 and the 

Social Enterprise Unit to accumulate and spread knowledge and promote social 

ventures throughout the country.439  
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3.5.3.2 Social business 

Similarly to the term social enterprise, social business can refer to market-based 

social ventures in general or to very specific business models. One of the most 

acknowledged social business definitions is the one promoted by Dr. Muhammad 

Yunus. He defines social business as a company selling products or services at a 

self-sustaining price level. Furthermore, the social business has to recover its full 

costs. The owners of the business can get their investment back over a period of 

time, but it pays no dividends. Any profits made are being reinvested in the business 

to finance expansion and innovation, and to find even better ways to pursue 

environmental and/or social impact.440 Yunus describes that a social business is not 

a charity, “it is a business in every sense”441, but that it is rather driven by cause than 

profit, and that it can function as an agent of change for the world.442 Yunus explains 

the reason why not even a little bit of profit is allowed to be distributed to 

shareholders in order to attract more people to social business, “We’re not trying to 

lure them with a profit. We are trying to attract them with the excitement and 

happiness around that they’ve never tried before. […] To me, it’s a very intoxicating 

experiment. It’s much better than making money”.443 Yunus deems business a kind of 

format, which can be used for any purpose, “for making money or for solving 

problems”.444 He also adds that it is a question of mindset, which one we chose to 

do.445 

3.5.4 Financing the social venture 
There are different financing possibilities available for social entrepreneurs 

seeking to support their ventures, some specifically aimed at social entrepreneurs 

and others directed at entrepreneurs in general. Table 3.1.3 below summarizes some 

examples. Financing alternatives include revenue drawn from selling products and 

services, loans from commercial or social banks, soft loans, grants and scholarships, 

donations, venture capital, venture philanthropy, and angel capital.446  
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Social entrepreneurs seeking financing are often forced to choose between 

taking a loan from a commercial bank or attain donations or grants, the latter being 

common for non-profits and NGOs. Both alternatives might present a problem. Social 

entrepreneurs may have to reduce their focus on their actual mission when 

addressing a commercial bank and may even face rejection because they often lack 

collateral. On the other hand, by pursuing grants or donations social entrepreneurs 

may be forced to give up the idea of running the initiative as a business.447 

Financial source Description 

Revenues Revenues from selling products and services. This category also 

includes fees and charges. A group of researchers looked at non-

profits’ incomes across 34 countries and found that 53% of their 

income stemmed from fees and charges for services they provided, as 

well as income e.g. from investments. In 24 of the 34 countries fees 

and charges was the dominant source of income for the non-profits. 

The researchers noted that a commercial income stream was most 

prevalent among non-profits in countries exhibiting a rather weak civil 

society, for instance transitional and developing countries.448  

Loans from 

commercial banks 

Commercial bank loans can be problematic for social entrepreneurs 

because such banks generally maintain high expectations on both 

profit and dividend to ensure payment of interest, instalments, and 

principle. 

Loans from social 

banks 

Social or ethical banks differ from commercial banks as they take both 

the business’ purpose and environmental and/or social impact into 

consideration when issuing a loan. A social bank would generally 

understand and support the idea that a social venture’s main or sole 

purpose is not to make profit. 

Soft loans Less collateral and less regulated repayments characterize soft loans. 

The lender can choose to claim only a certain project as collateral, 

rather than the whole business. The UK initiative CDFI (Community 

Interest Financial Institution) is an example of an institution providing 

soft loans to social entrepreneurs. CDFI also provides smart capital, 

such as a network of experts and know-how to their customers. 
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Financial source Description 

Grants and 

scholarships 

Some grants and scholarships are open for applications from 

businesses in general, or social ventures in particular. Examples of 

institutions providing grants and scholarships are municipalities, 

regional funds, national and transnational institutions like the EU. 

Donations Donations e.g. from private individuals or commercial businesses. 

Venture capital and 

venture philanthropy 

Venture capital and venture philanthropy make investments directed to 

companies with high growth potential. In a social entrepreneurial 

context venture philanthropy is also known as patient capital, social 

investment, high-engagement philanthropy449, impact investing450, 

socially responsible investing451, and social capital market452.  

Angel capital and 

social angel capital 

Angel capital is provided by business angels (also known as angel 

investors), which are wealthy individuals investing their own money, as 

well as know-how and network in ventures with high growth potential. 

Business angels engaging in social ventures are also labelled impact 

investors or social business angels.  

Table 3.3: Summary of financing opportunity for social entrepreneurs.453 

3.5.5 Social entrepreneurs and social investors 

Since there is not much research available on social entrepreneurs and investors, 

the authors have chosen to include the voices of practitioners alongside with scholars 

in this chapter.454 This particular topic is characterized by as much confusion as the 

other topics presented in this study above. Hence, investors pursuing a double or 

triple bottom line approach are referred to as social investors, impacts investors, and 

social business angels, to name a few terms that even may or may not be used 

synonymously. Hence, for reasons of simplicity and consistency we will only use the 

term social investor throughout the text, as sources obtained for this study often refer 

to social investors without distinguishing where they may be related to in a spectrum 

that ranges from an informal business angels market to a formal venture capital 

market. 
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The number of investment vehicles available for meeting social entrepreneurs’ 

specific needs is increasing rapidly.455 In recent years new groups of social investors 

employing various kinds of social investment business models have emerged456. 

Their aim is to create social and/or environmental impact by providing financial 

support, as well as know-how and networks to social entrepreneurs. Some social 

investors view their investments as donations without any payback obligation, others 

set out at least to recuperate their investment, and yet others want to obtain financial 

return.457 This heterogeneous group of social investors includes venture philanthropy 

funds, social venture capital funds and impact bonds, social investors, social 

business angels, and impact investors.458 Inc. Magazine label venture capitalists and 

business angels aiming beyond sole financial return impact investors.459 Palmås says 

the social venture’s equivalent to the commercial business angel and venture capital 

is venture philanthropy. He deems venture philanthropists and business angels very 

similar, as both are interested in supporting the social entrepreneur to reach their 

goals, for instance through low interest rate loans or capping dividends.460 Schwartz 

uses the term social business angels and reckons they are becoming one of the most 

important sources for funding social ventures worldwide.461 “Their vital role cannot be 

over-stated, as they have abundant capital, short decision times and few regulatory 

restrictions. Most critically, they typically possess expertise, experience, contacts and 

networks, which can greatly increase the human capital of the social […] 

entrepreneur and thereby materially raise the probability of success.”462 They 

furthermore provide their investees with long-term financial support, predefined exit 

strategies, and continuous performance measurements.463 Whatever the different 

labels, social investors generally have in common that they focus on double or triple 

bottom line business.464 Social investors sometimes speak in terms of patient capital 

referring to investments that can take as long as a decade before yielding any 
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profits.465 Social investments tend to be small, generally less than USD 1 million. J.P. 

Morgan Global Research division has estimated that there is a USD 1 trillion 

investment opportunity over the next 10 years in businesses that serve people 

earning less than USD 3000 per year. The researchers also concluded that there is a 

USD 667 billion in profits to be made in the same market, referring to them as 

“largely untapped markets”.466  

3.5.6 Capital and social investors in abundance – or not?  
A current discussion among scholars, social entrepreneurs, and social investors 

concerns whether there are enough capital and social investors accessible for social 

entrepreneurs and how social entrepreneurs and social investors can reach each 

other more easily. Savén and Zadig state that the biggest problem is not shortage of 

capital for social entrepreneurs to finance their initiatives but that they cannot find 

each other.467 Two practitioners provide distinct perspectives. As Mowatt says, “What 

I don’t understand is why there’s a perception of a shortage in social business 

angels. That certainly isn't true from where I’m sitting.”468 Hannula concurs, “There is 

more than enough money for good ventures”.469 In contrast to these statements, not 

all scholars and practitioners encounter social investors and capital in abundance. 

For instance, Achleitner et al. deem finding external capital a key challenge for social 

entrepreneurs, particularly during they pass through the so-called valley of death, 

denoting a very early stage in a venture’s development.470 Palmås underlines that 

lack of financial means is one of the biggest threats when developing a social 

venture.471 Skeele concedes not having the right connections to find the proper social 

investors for her venture, “We face the prospect of shutting down every single day 

because of lack of funding. Please make angels easier to find and communicate 

with”.472 Craine provides another perspective, “There may be a huge supply of 

capital, but only a tiny fraction is ready to get social entrepreneurs from USD 0,5 

million in sales to USD 5 million, and build the systems along the way while things 
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are still a bit messy”.473 Craine continues, “I dearly hope no social [venture] has to go 

through what we went through in the last 6 years, and that entrepreneurs, angels and 

institutions can work together far more efficiently than they have in the past”.474  

3.5.7 The venture capitalism approach in the selection process  
Social investors choose their investees in an intense multi-stage selection 

process during which criteria like social mission, concept, or level of innovation are 

examined.475 Skeele reflects on the selection process, saying that social investors 

tend to use the same software as regular venture capitalists to collect data about 

potential investees, thus “[forcing] us to put our oddly shaped ideas, organizations 

and goals into square pegs, and thus look more like [companies ready for venture 

capital investments]”.476 Craine criticises, “an investor wants to see a perfectly run, 

quality deal with perfect systems and paperwork, and will under-invest or not invest, 

starving the entrepreneur until the systems are in place and the deal is less risky”.477 

Hannula adds, “There may be still too much venture capital mentality floating around: 

scale or die. This is leaving a pack of potentially profitable and impact worthy 

companies in the dark”.478 Zarah et al. spot another complication, as social 

entrepreneurs mainly acting on a local level may be difficult for social investors to 

detect since they are off the radar e.g. of governments and media which function as 

important information sources to investors.479  

3.5.8 How social investors choose their investees 

In the selection process the social investor assesses the social entrepreneur in 

order to evaluate his or her skills, personal fit between investor and investee, and 

whether the investee will use the investor’s funds wisely.480 Furthermore, the social 

investor often looks at the social entrepreneur’s background, voluntary efforts to 

increase the transparency of the social venture’s activities, the motivation to pursue a 

social mission as well as the origin of this motivation.481 The social investor’s decision 
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might also be influenced by external judgments, such as reputation of the potential 

investee.482  

3.5.8.1 Trust as key component of the selection process  

Achleitner et al. deem lack of transparency in the field of social entrepreneurship 

makes accountability on the social entrepreneur’s side particularly relevant.483 Due to 

the lack of transparency social investors need to know that they can trust the social 

entrepreneur to an even higher extent than in other investor-entrepreneur 

relationships. Trust is also high on the agenda because social investors very often 

provide social entrepreneurs access to their professional networks. A way to protect 

this network is to only fund social entrepreneurs they find highly trustworthy.484 

Moreover, social investors deem current trustworthy behaviour of a social 

entrepreneur as an indication of similar behaviour in the future.485 All actions the 

social entrepreneur takes to decrease potential informational asymmetries between 

investors and investee increases the level of trust. Highly relevant actions can 

include voluntary disclosure of reports or measurements to legitimize social and/or 

environmental impact, as well as setting up an advisory board or appointing non-

executive members to the board of directors to increase external control and 

decrease e.g. the risks of opportunistic behaviour of the social entrepreneur. 

Additional but less relevant actions include attaining certifications or memberships in 

umbrella organizations.486  

Achleitner et al. perceive integrity a key ingredient of trust, since it can serve as 

an indication of whether the social entrepreneur will pursue his or her mission and 

the double or triple bottom line also in the long term.487 However, they deem 

evaluation of a person’s integrity a complicated task based on facts, as well as gut 

feeling and a high level of experience.488 Evaluating the integrity of a social 

entrepreneur and their venture, respectively, can be even more complicated 

compared to a commercial entrepreneur since it includes assessing social and/or 
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environmental impact as well as financial profit.489 To complicate matters even 

further, prior research has found conflicting patters. Some argue that experts have a 

“more elaborated decision system, taking into account more attributes than 

novices”.490 Others argue the opposite, saying that experts have “simpler decision 

models than inexperienced decision makers and only focus on a small number of key 

factors”.491  

3.5.8.2 Assessing the background of the social entrepreneur 

In the selection process the social investor examines the social entrepreneur’s 

background closely. Most social entrepreneurs have their background in either 

business or a social area.492 A background in business can signal a high level of 

commitment to the venture, since financial opportunity costs may be high due to 

generally lower salaries and limited profits in social ventures. It may furthermore 

signal future success of the social venture, but generally also a lower level of 

identification with a social purpose compared to someone with the background in a 

social area.493 A background in the social field may signal reduced risk of mission 

drift due to high social commitment, altruism, and a strong personal value system.494 

Social entrepreneurs with such background have shown through prior career choices 

that they rather commit to creating social impact than financial wealth. This may 

however also indicate that they lack motivation and know-how to scale their venture 

that they are used to working directly with the target group and less with managerial 

tasks, such as reporting and developing growth strategies. It may also signal that 

they are less inclined to increase financial revenues by reducing social impact of the 

venture. All of which may lead to conflicts with the social investor.495 It is a well-

known fact that venture capitalists prefer commercial entrepreneurs with educational 

and professional background similar to their own. This holds also in the case of social 

investors, who prefer social entrepreneurs featuring backgrounds similar to their 

own.496 This bias pattern also reoccurs in employee and business partner selection 
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processes and is based on the fact that people are inclined to provide stronger 

confidence to those similar to themselves.497  

3.5.8.3 The social entrepreneur’s motivation  

Achleitner et al. argue, “Entrepreneurs need to be intrinsically motivated to 

establish a venture as they are likely to face challenges in the process of creating 

and scaling their ventures”.498 They underline the importance of the social 

entrepreneur motivation’s origin in the selection process since this can be an 

indication of the entrepreneur’s goals. “A high social motivation can act as signal for 

perseverance of the entrepreneur and reduces the risk that the entrepreneur will drift 

away from his [or her] social mission”.499 The motivation of a social entrepreneur 

often originates from personal experience with the problem addressed by their social 

venture. Achleitner et al. deem that personal experiences imply that the social 

entrepreneur himself or herself, relatives, or friends have been affected by the issue 

addressed, for example unemployment, social exclusion, or violence and point out 

that such experiences can be evidence of deeply rooted beliefs which result in high 

motivation.500  

3.5.8.4 External influences of varying importance  

Similar to the description of current behaviour’s influence on future behaviour, 

current reputation may serve as an indication of future reputation. Consequently the 

investor puts strong emphasis on scrutinizing the potential investee’s reputation 

during the selection process. This becomes even more important when young social 

ventures are examined, since little public data may be available in these cases. 

External opinions regarding a potential investee are considered highly relevant 

because networks in the social field are often tight, and stakeholders may be 

dependent on each other for e.g. volunteering or pro bono services. From the social 

investor’s perspective the social entrepreneur’s reputation is very relevant since the 

investor’s own reputation is highly linked with his choosing of investees. Social 

investors can assess the social entrepreneur’s reputation by asking around in their 

network for feedback concerning a potential investee.501 Another way for social 
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investors to gather information about social entrepreneurs is to keep an eye on 

awards and granted fellowships to have a pre-selection of potential investees others 

perceive as promising and trustworthy. Researchers have recognized that 

commercial entrepreneurs increase their likelihood of receiving funding from venture 

capitalists if they previously have received an award.502 Achleitner’s et al. work 

shows, however, that this is of minor importance when social investors are looking for 

potential social ventures to invest in.503 

3.6 Summary 
Social entrepreneurs are one out of many actors pursuing social and 

environmental goals as well as financial viability with sustainable development 

representing their overall vision. Social entrepreneurial activities are conducted 

through a wide array of activities, ranging from activism to social business, and social 

enterprise to corporate social responsibility. Social entrepreneurs can be described 

as both a product and a driver of social innovation. They have an important role to 

play in the current change of business paradigms because they challenge and 

disrupt institutions and structures on all levels through offering solutions to social and 

environmental problems, which other actors cannot or choose not to deal with. Social 

entrepreneurs comprise a heterogeneous group concerning the context they operate 

in, as well as their interests, objectives, paths in life, and educational levels. 

Social entrepreneurs existed a long time before they were labelled as such. Two 

of the most famous contemporary social entrepreneurs are the founder of Ashoka, 

Bill Drayton, and Nobel peace prize laureate and founder of The Grameen Bank, 

Muhammad Yunus. Since 2006, when the Nobel peace prize was awarded jointly to 

Yunus and The Grameen Bank, and due to the rapid increase of international 

conferences, research projects, as well as government initiatives and investment 

vehicles social entrepreneurship has become much more visible. However, there 

exists major confusion among scholars as well as practitioners regarding the 

boundaries as well as definitions of the domain of social entrepreneurship. In their 

research the authors found 27 terms which depending on context can be used 

synonymously or antonymously with social entrepreneurship. Confusion regarding 

the term can be attributed to many schools of thoughts trying to define and shape 
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social entrepreneurship to benefit their political agendas, the very different 

characteristics of social entrepreneurship across the globe and the ambiguous 

meaning of the word social. 

Social and commercial entrepreneurs show many similarities, but at the same 

time they are also very different. They both share the spirit of recognizing and 

exploiting opportunities. Due to this trait, some argue that social entrepreneurship is 

merely a subsection of entrepreneurship, or even an evolution of the latter. In terms 

of relative priority social entrepreneurs assign to creating social and environmental 

value in comparison to solely financial value, the two are however very different. For 

a commercial entrepreneur the financial value creation is often the highest priority, 

while social entrepreneurs pursue social and/or environmental value creation along 

with financial value. This extended value creation is often referred to as the double or 

triple bottom line. 

Despite the increased recognition of social entrepreneurship, there is also 

criticism. Some argue that lack of transparency, monitoring, and democratically 

controlled processes and the absence of a universal definition of the term may 

threaten the legitimacy of social entrepreneurship. Also, there is no proof that implies 

that social entrepreneurship is only used to do good; it can also be pursued to 

provoke or to trigger social upheaval. A common point of critique is that social 

entrepreneurship represents a harmful combination of opposing values: market-

based approaches versus the provision of public goods and community participation. 

Some mean that this combination is what makes social entrepreneurship innovative 

and relevant, others argue that this is evidence that social entrepreneurship is faulty 

or even harmful.  

There are major differences of the characteristics of social entrepreneurship 

across the world. One theory states that social entrepreneurship, and social 

ventures, almost without exception, develop in the field in which a country or region is 

relatively stronger: international aid, the market, the state or civil society. Therefore, 

the replication and transfer of a social entrepreneurial initiative to a region or country 

with a different socioeconomic situation, where the relative strengths are very 

different from the initiative’s origin can be very problematic. Social entrepreneurship 

in Austria and Sweden has a very different history. In Sweden the development 

started in the 1970s. Local movements with interests in societal entrepreneurship 
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formed strategies to reclaim power over politics and business, which they felt, had 

been removed from them. The development in Austria started only four to five years 

ago due to several simultaneous initiatives for instance by government or private 

businesses, like awards, information campaigns, and conferences. 

There are several business model strategies social entrepreneurs can pursue 

regarding type of business and forms of finance. There are four main types of social 

ventures: non-profits with earned income, hybrids, for-profits with a social mission, 

and traditional non-profits. The US initiative B corporations and the UK initiative 

Community Interest Companies represent two kinds of certifications, which were 

created to ensure the double or triple bottom line intent of the social venture. Two 

terms, social enterprise and social business, sometimes refer to social ventures in 

general and sometimes to very specific sets of business strategies. Social enterprise 

is often used in Europe to describe initiatives providing social welfare, e.g. through 

work integration initiatives. Social business is often used to describe the type of 

social ventures promoted especially by Yunus, in which investors receive their 

investments back over time, but that does not pay dividend, and instead reinvests all 

profits into the business. Financing strategies available for social entrepreneurs 

include revenues, loans from commercial and social banks, soft loans, grants and 

scholarships, donations, venture capital, venture philanthropy, and angel capital and 

social angel capital. Two of the latter types of financing, venture philanthropy and 

social angel capital, are directed at social entrepreneurs through their focus on the 

double or triple bottom line. The number of investment vehicles available especially 

for social entrepreneurs is rapidly increasing. Also the area of social investment is in 

a state of terminology confusion. Social entrepreneurs seeking financing are often 

forced to choose between taking a loan from a commercial bank or attain donations 

or grants. Both strategies can be problematic. Since commercial banks often do not 

understand the double or triple bottom line approach, and since grants and donations 

often are directed to specific projects, this may prohibit the social ventures from 

expanding. Two of the most debated issues concerning financing social ventures are 

whether there is enough investment capital available for social ventures, and whether 

there is too much of an venture capitalist approach among social investors, which 

eventually forces social ventures to scale – or to die.  Research regarding the 

relationship of social entrepreneurs and social investors is nascent. But scholars 

have started to outline important components in the process of social investors 
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choosing their investees: trust is a key component, as is assessing the background 

and motivation of the social entrepreneur since the social investor similar to investors 

in general, choose to invest in people that are similar to themselves. 
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4 Business angels 
Social entrepreneurs dealing with financing their venture face a large and 

seemingly hardly penetrable cloud of terms related to (social) entrepreneurial 

finance: private equity, venture capital, business angels, angel investing, informal 

and formal venture capital, seed and start-up capital, development capital, growth 

capital, institutional investing, love money versus smart money, strategic and 

corporate venturing, impact investors, philanthro-capitalists, social and high-

engagement philanthropists, (social) venture philanthropy, new donors, charity, 

grants, and so on and so forth.504 

This chapter attempts to provide some guidance and to increase transparency. 

The big picture of entrepreneurial finance is drawn to explain the current state of 

knowledge regarding private equity funding paying special attention to the position of 

business angels within the private equity sector. A brief exploration of the historical 

development leads to delimiting available types of investments and allows positioning 

the activities of business angels. Main players providing risk capital over a venture’s 

life cycle are determined and equity is compared to debt financing. The chapter then 

attends to business angels in more detail, identifying specific characteristics and 

drivers, describing the investment process and exploring the evolution of the informal 

market of business angels. A critique of angel investing concludes this chapter. 

4.1 Introduction to the private equity market 
An informal market of private equity funding developed in the late 18th century in 

the UK. Entrepreneurs addressed wealthy individuals on an ad hoc basis to receive 

funding for projects.505 Famous examples of entrepreneurs who received such 

funding include Werner von Siemens who in 1847 got 6000 taler506 from his cousin in 

exchange for a stake in the company, and Henry Ford in 1903, who obtained USD 

41,500 from five business angels to start the production of automobiles.507 The great 

depression of the 1930s triggered a new wave of funding by venture capital, which 

was initiated by governments that had recognized a long-term financing gap for 

                                            

504  cf e.g. Arundale (2003), Avdeitchikova (2008), Ellis (2010), Mason (2008), Poutziouris (2010), 
Hellman (2010), Ward (2005), Wiener Börse (2006) 

505  cf Arundale (2003): 7 
506  A former currency of Germany 
507  cf Jörg, Mahlich, Ohler (2002): 7 



  92 

businesses.508 These public venture capital funds owned by governmental institutions 

were taken private eventually in the late 1970s and early 1980s, boosting the industry 

to considerable size.509 

Next to the more formal and institutionalized venture capital market the business 

angels market came into focus of policy-makers and researchers during the 

economic boom times after WW II. The term angel was originally coined in the early 

1900s on Broadway510, and described wealthy individuals who were interested in 

theatre and financially supported productions511, such as purchasing the privilege to 

“rub shoulders with the theatre personalities they admired.”512 Hence the term 

business angel was assigned to people who performed the same function in a 

business context. In the 1950s and 1960s this type of financing became increasingly 

important when a lot of new technology-based ventures mainly in Silicon Valley 

received start-up capital from such individuals. In the US this resulted in 

investigations led by the Federal Reserve Bank aiming to explore the process of this 

type of financing. These studies helped to constitute legislation dealing with this area 

of business, for example the Small Business Investment Act of 1958 in the US and 

the Finance Act of 1962 in the UK.513 

Today one faces a thriving and multi-faceted market that is quite thoroughly put 

under scrutiny of research and practitioners alike. Despite – or maybe because of – 

the large volume of data and knowledge available, there are many terms that are 

defined and understood differently.514 In North America private equity “is an 

encompassing term”515 including a variety of equity-like, long-term investments in an 

unquoted company, and venture capital constitutes a subset of the private equity 

market dealing with investments at early stages of a venture’s life cycle. In Europe, 

venture capital is often used synonymously to private equity, such contributing to 

confusion.516 Similarly one can observe synonymously used terms for the field of 

business angels, such as angel investing, informal venture capital, and informal 
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investing517. Even more confusion emerges when considering different forms of logic 

that are applied to distinguish between the terms. Some private equity and venture 

capital firms focus only on providing growth and buy-out capital and apply the term 

private equity to these stages only, while others argue for a distinction based on the 

type of transaction. They tend to address capital that is provided at an early or growth 

stage as venture capital, and consider capital used for buy-outs as private equity.518 

In the following key terms essential for an understanding of the market based on 

the stages of entrepreneurial financing are determined and defined. 

4.1.1 The entrepreneurial start-up financing cycle 
Entrepreneurial and corporate finance are issues that need to be addressed over 

the entire life cycle of a company, and “the notion that firms evolve through a 

financial life cycle is well established in the literature as a descriptive concept”519. 

Thus the authors decided to proceed based on such a model, linking the company’s 

typical life cycle520 with required types of capital provided by various types of 

investors.521 Further main functions of capital over the financing chain are 

highlighted.522 However, considering the focus on business angels, the description of 

the financing requirements is constrained to those, which are related to forms of 

private equity investments omitting debt-based forms of financing. 

In figure 4.1 the authors compiled a comprehensive model including a variety of 

approaches of different scholars and practitioners in order to illustrate that terms, 

definitions, and phases of the financing cycle are seen somewhat differently. This 

suggests an ongoing discussion in the field523 and indicates prevailing imprecision in 

the description of the private equity market. 

Some authors distinguish stages of investment and assign typical investors to 

different stages524, while others describe the development of a company passing 

through several phases525 or speak of investment segments526. 
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522  cf Hellmann (2010), Berger, Udell (1998): 7-12 
523  cf Jörg, Mahlich, Ohler (2002): 5 
524  cf Poutziouris (2010), cf Arundale (2003): 5 
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Figure 4.1: The start-up financing cycle, model compiled by the authors527 

 

On a general level the authors concur with the definition prevalent in North 

America. Hence private equity means risk capital provided to potentially high growth 

companies that are not listed on public stock markets528 and covers all stages from 

pre-seed to exit,529 and companies that may be listed and undergo restructuring. 

Providers of private equity range from founders, family and friends, business angels, 

venture capitalists, and strategic investors, to public markets530. These types of 

investors are typically committed in the medium to long-term and willing to share the 

founder’s risks.531 Finance is normally provided in return for an equity stake in the 

                                            

525  cf Hellmann (2010a): 19 
526  cf Hellmann (2010a): 20 
527  Bauer-Leeb, Lundqvist (2011) 
528  cf Arundale (2003): 6 
529  cf Poutziouris (2010) 
530  cf Hellmann (2010) 
531  cf Arundale (2003): 1 
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company.532 Venture capital and business angel capital are hence subsets of private 

equity. 

4.1.2 Providers and function of risk capital 
Financial needs and options of businesses change over the course of their 

development. As they grow and gain further experience they gain access to other 

forms of finance.533 

Each venture begins with an entrepreneur’s idea, and when there is nothing more 

than this idea, we can speak of a pre-seed stage, prior to the inception of the 

company. Next to financial bootstrapping,534 which includes all kinds of internal 

sources from personal savings or credit card funding to second mortgages, initial 

capital provided at this stage typically comes from insiders – founders and their 

families and friends,535 and hence is also called love money536. It is used to work on 

the idea by conducting first research. 

During the next stage seed capital is provided for the development of a business 

concept or even a business plan, and further and more detailed research.537 The 

start-up stage is connected to the seed stage, though boundaries between those two 

are rather fuzzy. Capital at this stage functions as fund for the development of 

products and services, for funding activities necessary to set up the company, market 

research, building a prototype, and detailing the business plan, all prerequisites to 

obtain further finance during next stages.538 

This very early phase from pre-seed to start-up typically sees no revenue flows 

as the company is being set up or has run as a business for only a very short time 

and does not yet sell any products or services539. Usually this very early phase 

requires only modest amounts of financing.540 Typical investors next to insiders are 

business angels and some types of venture capitalists, though only very few large 

                                            

532  cf Arundale (2003): 6 
533  cf Berger, Udell (1998): 7 
534  cf Hellmann (2010): 2-3, cf Poutziouris (2010) 
535  cf Berger, Udell (1998): 8 
536  cf Avdeitchikova (2008): 57 
537  cf Arundale (2003): 16 
538  cf Berger, Udell (1998): 7-9 
539  cf Arundale (2003): 16 
540  The exact amount of funding depends of course on the nature of the business. Still, most 

businesses do not require overly large amounts of capital because main activities necessary 
largely regard concepts, planning, and research. 
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private equity funds are active during this phase.541 Owing to a very high likelihood of 

failure, this phase is sometimes called Valley of Death542. Hill and Power give kudos 

to business angels being active so early when stating that “[they] invest when there is 

little more than the dream of an entrepreneur”543 and therefore they argue, “Angel 

investments […] should be called ultrarisk capital”544. 

The next stages see a variety of different investors. Venture capitalists and 

strategic investors usually fund the company during early and later stages and some 

business angels are still active investing alongside. Strategic investors include all 

types of institutional funds and corporations.545 Early stage capital is typically 

dedicated to initiating commercial manufacturing and sales, fund up-scaling of 

operations, and selling products and services.546 First revenue flows can be 

observed, though usually the company is not yet profitable.547 Capital provided in the 

later stage is also known as mezzanine, expansion, growth, or development capital 

and is used to grow and expand the established company, increase production 

capacity, product development, marketing, and as working capital.548 

In the final stage of the start-up financing cycle private investors want to harvest. 

By selling their stake of equity in the company they make their exit. This can happen 

through going public, which means listing the company at a stock exchange, or by 

selling the company for instance to a competitor, or merging it with another company. 

First time listings on a stock exchange are called IPO, initial public offering; further 

rounds of financing are called secondary offerings.549 

At an even later stage, the restructuring stage or mature phase, which typically 

sees decreasing revenues, another form of private equity deals can be observed. 

These can take all kinds of forms, including management buy-outs in which executive 

management buy parts or the entire company, leveraged buy-outs with equity 

utilizing debt as lever, or mergers and acquisitions. These deals intend to restructure 

                                            

541  cf Poutziouris (2010) 
542  cf Wikipedia (2009) 
543  Hill, Power (2002): 4 
544  Hill, Power (2002): 9 
545  cf Hellmann (2010): 5 
546  cf Berger, Udell (1998): 7-9 
547  Arundale (2003): 16 
548  Arundale (2003): 17 
549  Ward (2005) 
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the company in order to come out of the downturn at the end of the company’s life 

cycle and be able to start over.550 

4.1.3 The cost of risk capital 
Concerning returns common sense suggests as a general rule the riskier the 

more expensive, which is reflected in investors’ expectations. The cost of private 

equity capital provided at pre-seed and seed stages exceeds 50% expected return, 

decreasing during later stages. Investors at start-up stages expect 40% plus, at early 

and expansion stages between 20% and 30%, and from an IPO 10% plus.551 Paying 

particular attention to business angels who invest typically rather early, Ward speaks 

of an expected ROI of 30% to 40%.552 This is consistent with findings of Hill and 

Power stating that the average expected ROI of a business angel is 34%, with an 

upper bound of 100% and a lower bound of 20%.553 

In comparison, debt usually yields between 6% and 10%.554 So why should the 

(social) entrepreneur not go for a loan but chase the more expensive equity capital? 

4.1.4 Private equity versus senior debt 
Although debt financing is usually cheaper than private equity, the latter proves to 

have essential advantages compared to debt especially in the early development of a 

company. Arundale provides an overview of main differences, listed in table 4.1 

below.555 

A creditor (provider of debt, lender) has a legal right to receive interest and full 

repayment of the capital after a pre-determined period of time, irrespective of the 

success of the company. Typical providers of debt to unquoted and new ventures are 

banks. Other forms of debt financing such as issuing corporate bonds are usually not 

relevant at early stages of the entrepreneurial financing cycle. Furthermore, loans 

usually have to be secured by collateral, making it difficult for small and/or young 

ventures to obtain them, as Berger and Udell concur, “Conventional wisdom argues 

that bank or commercial finance company lending would typically not be available to 

small businesses until they achieve a level of production where their balance sheets 
                                            

550  cf Hellmann (2010a): 19-22 
551  cf Poutziouris (2010) 
552  cf Ward (2005): 12 
553  cf Hill, Power (2002): 67  
554  cf Poutziouris (2010) 
555  Arundale (2003): 13, abridged and amended by the authors 
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reflect substantial tangible business assets that might be pledged as collateral, such 

as accounts receivable, inventory, and equipment”556. However, instead of business 

assets “most small business loans […] are personally guaranteed.”557. This may of 

course have severe consequences for the new business as well as the founders. In 

case the lender perceives the servicing of the loan to be threatened, a lender can 

endanger a business by putting it into receivership, which may lead to a complete 

liquidation of all business assets, and even to personal bankruptcy, depending on the 

type of collateral.558 Lenders do not share the entrepreneur’s risks, but only assess 

them to gauge collateral necessary, and usually do not get involved in the business. 

 Private equity Senior debt 

Investment 
horizon 

Medium to long-term Short to long-term 

Degree of 
commitment 

Committed until exit Not likely to be committed if the 
safety of the loan is threatened 

Effect on cash 
flow 

Capital cost tailored to needs and 
affordability of company, good for 
cash flow 

Requires regular cash flow to 
maintain financial obligations 

Returns Returns depend on company’s 
success 

Depends on company maintaining 
its financial obligations (interest) 

Risks Shared risk, in case of failure equity 
ranked below debt 

In case of failure serviced prior to 
equity, collaterals 

Degree of 
involvement 

In case of difficulties strong 
assistance from investor 

In case of difficulties might make 
them worse as could put business in 
receivership to safeguard loan 

Type of 
partnership 

Typically business partnership 
providing practical advice and 
expertise 

Available assistance varies, typically 
no involvement 

Table 4.1: Private equity compared to senior debt559 

 

Equity, however, is given in return of shares of a company. As shareholders, 

investors share all risks, making them dependent on the development and success of 

the firm, which means growth and profitability. Investors are only rewarded by the 

company’s success. Furthermore, private equity is usually not to be secured by any 

assets, and it is ranked below (senior) debt concerning prioritization of 

                                            

556  Berger, Udell (1998): 8 
557  Berger, Udell (1998): 11 
558  cf Arundale (2003): 7, 12, 13; cf Berger, Udell (1998): 11 
559  Arundale (2003): 13, abridged and amended by the authors 
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repayments.560 These particular characteristics of private equity finance provide a 

strong incentive to investors to become active and supportive in the development of 

the company, contributing beyond money.561 

Private equity is more than just money. It means valuable involvement and 

support from the investor, but perhaps most important to the entrepreneur may be 

that it sends a signal of faith and belief in the entrepreneur’s idea and person. 

4.2 Market size 
This section intends to provide an overview of the market size of private equity 

with special focus on the business angel markets in Austria and Sweden. Though 

data is available on the global private equity market in general, there is insufficient 

data concerning the size of the global business angels market. Some research on 

single countries has been done to produce estimates, however, detailed information 

based on large quantitative and representative studies is still missing largely562. Also, 

definitions and delimitations of market and investor types vary considerably, making 

comparisons very difficult. Therefore, breaking down overall figures into classes of 

investments or into country-based numbers is more of an educated guess. 

Concerning business angels this is especially so due to the fact that they are 

inherently difficult to identify. To obtain information regarding their investments is 

equally hard.563 Most data can be found on the US and the UK markets, while for the 

Austrian market there are only rough estimates available. For the Swedish market, 

however, a study by Avdeitchikova provides data on the informal investors market.564  

The authors want to emphasize that all data presented below should be read with 

care, for they are rather crude estimates of actual market sizes and therefore ought 

to be understood only as notion of considerable volumes of risk capital available to 

entrepreneurs. 

                                            

560  cf Arundale (2003): 7, 12-13 
561  cf Arundlale (2003): 7, 12-13 
562  cf Avdeitchikova (2008): 56 
563  cf Mason, Harrison (2000): 216-219 
564  cf Avdeitchikova (2008) 
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4.2.1 Global private equity market size and structure 

Regarding the PE market in general, Poutziouris attempts to draw the big picture 

compiling data from several studies.565 In general, data suggests that the Anglo-

American markets are the largest in terms of both absolute private equity investment 

volumes and investment volumes relative to countries’ GDP. North America plays by 

far the most important role, accounting for 63% of investments worldwide. Western 

Europe follows suit accounting for 25% of investments. Asia Pacific accounts for 9%, 

while the remaining three percent of the global private equity market can be ascribed 

to Africa and South America. Concerning a country ranking according to aggregate 

deal values as of 2009 compiled by Zephyr, the US are leading worldwide with 

private equity investments of USD 52.5 billion, followed by the UK and China with 

investments totalling USD 12.4 billion each. Sweden is 21st with an aggregate deal 

value of USD 1.2 billion, while Austria takes the 27th position with USD 0.9 billion.  

Avdeitchikova provides an explanation for the prominence of Anglo-American 

markets. The US, the UK, and Canada feature a rather stock market-centred market 

system that makes access to private equity both easy and typical, while European 

markets such as the Austrian, Swedish, but also French and German, have a rather 

bank-centred market system with a focus on debt financing and a weak tradition of 

private equity financing.566 

The share of angel investments of the overall private equity market can hardly be 

distinguished, mainly due to their “invisibility and desire for privacy, and the private 

and undocumented nature of their investing”567. Concerning US data, investment 

estimates range from USD 15 billion to USD 180 billion per year, though it seems 

that a majority of studies provides estimates around USD 30 billion per year 

distributed to some 50,000 ventures provided by 300,000 angels.568 For the UK, 

                                            

565  cf Poutziouris (2010), quoting data from PricewaterhouseCoopers (PwC), 3i Investment Company 
(3i), Asian Venture Capital Journal (AVCJ), and Zephyr Investment Advisors (Zephyr) 

566  cf Avdeitchikova (2008): 60 
567  Mason (2008): 6 
568  Hill and Power estimate USD 180 billion, based on 6 million business angels investing on average 

USD 150,000 over an average holding period of 5 years (Hill, Power (2002: 27)). The WBAA 
(World Business Angels Association) estimates that angels in the US invested USD 26 billion in 
57,000 start-ups in 2007 (in Europe approx. USD 3 billion), which is supported by Sohl (2003: 37) 
who estimates 300,000 to 350,000 business angels investing USD 30 billion into 50,000 ventures. 
Berger and Udell quote two estimates, the lower coming from the National Survey of Small 
Business Finances (NSSBF) calculating total investments of USD 15 billion to USD 24 billion, the 
upper from a study by Freear, Sohl, and Wetzel rendering USD 60 billion to USD 120 billion. 
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Macht and Robinson reckon that 20,000 to 40,000 business angels contribute 

between GBP 0.5 billion and GBP 1 billion per year.569 However, some evidence 

suggests that the informal business angels market may even be larger than the 

formal venture capital market. In a study by Berger and Udell on the financing 

situation of small and medium enterprises (SMEs) the authors find that angel finance 

has a share of 3.6% of the entire equity capital of a SME, while venture capital 

accounts for only 1.9%.570 

Considering market development, size, and structure of the Swedish and 

Austrian financial markets in comparison to Anglo-American markets rather moderate 

market volumes of business angel investments can be expected. 

4.2.2 Size of the Austrian business angels market 
According to estimates of the Vienna Stock Exchange and an evaluation report 

on the business angels network i2571, approximately 1000 to 2700 individuals in 

Austria are business angels572 investing annually EUR 110 million573. These figures 

include all persons possessing both know-how and necessary financial funds574 and 

investing actively. So-called potential or passive business angels that are either 

latent in their investment behaviour as they currently do not have an investment 

opportunity at hand, or that are so-called virgin angels fulfilling the qualifying criteria 

but not having invested at all so far575, are not included in these figures. The number 

of potential business angels in Austria is unclear. 

The share of business angels of the entire Austrian population with regards to the 

above mentioned estimates is between 0.012% and 0.033%, while US data suggest 

                                            

569  cf Macht, Robinson (2008): 189 
570  cf Berger, Udell (1998): 5, Harrison, Mason (2007): 445; note that for example Poutziouris (2010) 

quotes data by PEREP (Private Equity Research Exchange Platform) estimating the share of 
early stage financing including business angels and venture capital was 4.1% as of 2007, 
indicating a decrease of this sector. CONNECT (2006) supports this view in their report on SME 
financing in Sweden. 

571  i2 is run by AWS, Austria Wirtschaftsservice, a governmental development bank aimed to finance 
Austrian businesses. 

572  cf Wiener Börse (2006): 22, Jörg, Mahlich, Ohler (2002): 7, both translated by the authors; no 
indication is given neither on the amount of financial funds that are deemed necessary to qualify 
as a business angel, nor on the necessary know-how. 

573  cf Jörg, Mahlich, Ohler (2002): 7 
574  If we assume necessary financial funds to be constituted by private wealth of EUR 1 million or 

above, in Austria 37,000 people would qualify, according to the latest “Global Wealth Report 
2011” by Boston Consulting Goup. 

575  cf Jörg, Mahlich, Ohler (2002): 7, Avdeitchikova (2008): 61 
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a share between 1% and 2%576. US data applied to the Austrian situation would yield 

a potential of up to USD 4.7 billion per year, which seems unlikely compared to the 

aggregate value of private equity deals totalling USD 0.9 billion. However, compared 

to UK data, Austrian market estimates seem rather plausible. Further, considering 

that the Austrian informal investors market is less developed than in the UK, some 

upward potential can be identified. Table 4.2 below provides a comparison. 

Table 4.2: Estimates of selected business angel market sizes577 

 

4.2.3 Size of the Swedish business angels market 
Regarding the Swedish market of business angels his study draws mainly from 

research conducted by Avdeitchikova dedicated to a systematic assessment of the 

market size of informal venture capital investors, wherein “informal investors are 

defined as private individuals who invest risk capital directly in unquoted companies 

in which they have no family connection”578. The group of business angels included 

in the sample of informal venture capital investors is characterized by personal 

wealth, i.e. having assets worth EUR 220,000 or above and an annual income of 

EUR 82,500 or above, and accounts for 19% of all households that participated in the 

study.579 

Avdeitchikova’s study finds the informal investors market to have an estimated 

size of EUR 385 million to EUR 450 million per year distributed to 27,800 to 32,600 

                                            

576  cf Power, Hill (2002): 27, Sohl (2003): 37 
577  Bauer-Leeb, Lundqvist (2011) 
578  Avdeitchikova (2008): 58 
579  The boundary of EUR 220,000 is rather low compared to other authors that usually set it at EUR 1 

million (or GBP/USD 1 million, respectively) 
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investments. An average investment per individual of EUR 13,500 is relatively 

moderate compared to estimates from other markets and studies. Considering the 

relative size of the group of business angels to all other groups of informal investors 

in this study, and assuming that they invest average amounts ranging from the 

individual average to twice as much, as they are rather active in businesses with 

larger capital requirements than other informal investors, it may be concluded that 

the Swedish business angels market is similar to the Austrian market both in size and 

structure, contributing between EUR 80 million and EUR 160 million per annum580. 

This leads to a number of 2,900 to 5,800 business angels. A report issued by 

CONNECT581 estimates the number of business angels in Sweden to be about 

3,000, adding some credibility to this rough calculation. 

Considering methodological issues and definition problems as mentioned earlier 

these figures still seem to be consistent with the data from other markets, and concur 

with a general expectation of Austrian and Swedish markets being rather less 

developed and relatively moderate in size compared to the US or the UK markets. 

4.3 Business angels in detail 
After having positioned business angels within the private equity market they are 

put in the spotlight in this section. It provides an answer to the question of what a 

business angel actually is, presenting typologies, exploring drivers and objectives, 

and based on the investment process discussing investment preferences, 

expectations, challenges, deal breakers, the roles business angels tend to take after 

a decision to invest has been made, and exits. This chapter continues with a 

description of the recent evolution of the market resulting in the formation of business 

angel networks, and conclude with a critique of angel investing. 

4.3.1 Business angels – defining a heterogeneous phenomenon 
Mason as well as Avdeitchikova, Landström, and Månsson conclude that 

definitions and terminology still lack clarity, despite abundance and decades of 

research on the topic.582 Still, scholars and practitioners alike agree in principle on a 

                                            

580  Assuming that business angels account for 19% of EUR 420 million of annual investments 
(average of 385 and 450 million), based on the average investment size of EUR 13.500 results in 
EUR 80 million. Assuming twice as large investments concerning this group results in EUR 160 
million per year. 

581  cf CONNECT (2006) 
582  cf Avdeitchikova, Landström, Månsson (2008): 373, Mason (2008): 33 
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basic definition of a business angel. According to that, a business angel is a high net 

worth individual who invests his or her own money, time, and expertise directly in an 

unquoted company in return for an equity stake of the company.583 

Next to this basic definition other aspects are deemed important to enhance the 

basic definition, for example: 

• “… and typically also take a seat on the board”;584 

• “… in which they have no family connection”;585 

• “… in hope of financial gain”;586 

• “… along with capital invests expertise of markets, management, 

technology, as well as know-how and contacts”.587 

Aside from the basic definition a very high degree of heterogeneity among 

business angels can be found, thus making “generalizations […] elusive and 

hazardous”588. This concerns a broad range of parameters and characteristics, from 

personal and professional background and driving forces to objectives. This also 

becomes obvious in the disagreement among researchers how to delimit a high net 

worth individual. Thus it can be criticized that the definition of a business angel as 

presented above is nothing more than the least common denominator summarizing 

what researchers have identified as traits a majority of business angels seem to 

share.589 

It is also worth mentioning that not every wealthy person is a potential business 

angel. If they are risk-averse, have not acquired relevant business wisdom to gauge 

the potential of a company or to contribute necessary experience and knowledge, do 

not want to take on a controlling function, or do not like the illiquidity of the private 

equity market, the probability that they will become angel investors is exceptionally 

low.590 

                                            

583  cf Arundale (2003), Poutziouris (2010), Hill, Power (2002), Mason (2008), Jörg, Mahlich, Ohler 
(2002), WBBA (2011a) 

584  Arundale (2003): 7 
585  Mason (2008): 1 
586  Mason (2008): 1 
587  Jörg, Mahlich, Ohler (2002): 4, translated by the authors 
588  Hill, Power (2002): 4 
589  cf Avdeitchikova, Landström, Månsson (2008): 372, 373 
590  cf Hill, Power (2002): 39-40 
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4.3.2 Profile of the typical business angel 

The typical business angel is male, 49 years of age, holds a graduate degree and 

has enough money to invest parts of his funds in generally high-risk ventures. He has 

been a successful entrepreneur or has at least acquired substantial entrepreneurial 

experience. He then started to invest in other ventures contributing money and 

expertise, and thus now holds on average five years of experience. After investing 

between USD 25,000 to USD 500,000 in a local venture he tends to be actively 

involved in the company over the entire holding period, which on average is between 

three and five years. It is not easy for the entrepreneur to get the angel’s investment 

approval, as he tends to be very selective in his choices. Only five to twelve projects 

out of a hundred presented to the angel will be accepted. But then he is usually very 

fast and the entrepreneur will find himself or herself in a business relationship within 

three months, often even faster. Seeing the company develop under his auspices 

makes him proud and happy, as he can derive the notion that his contribution just 

made a difference.591 Figure 4.2 below provides a comprehensive portrait of the 

typical angel investor based on findings from several studies. 

Though this typical profile seems to have been quite stable over a period of time, 

certain developments that may contribute to reshaping it in the future are noticeable. 

These include a change of composition of age group, an increase in the number of 

business angel networks, more female business angels entering the market, and a 

developing scene of business angels interested in social business. It is however not 

clear whether these developments may also lead to transforming specifics or 

behaviour of business angels. Section 4.3.7 below elaborates on some of the 

developments. 

 

                                            

591  cf Arundale (2003), Hellman (2010), Hill, Power (2002), Mason (2008), Poutziouris (2010), Ward 
(2005), WBAA (2011) 
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Figure 4.2: Attributes of the typical business angel592 

 

4.3.3 Function and impact of business angels 
Though angel finance overall represents only a relatively small fraction of a 

company’s financial funds its importance should not be underestimated.593 Despite a 

very low share of early stage finance of 4.1% in terms of aggregate deal values, it is 

as high as 34.6% concerning the number of deals.594 Mason concludes that 

“Business angels are the most significant source of external risk capital for young 

ventures”595 and “in many regions [they] are the only source of risk capital”596 after 

                                            

592  Bauer-Leeb, Lundqvist (2011) 
593  cf Berger, Udell (1998): 15 
594  Poutziouris (2010) 
595  Mason (2008): 1 
596  Mason (2008): 4 
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founders, family, and friends.597 This becomes very important when considering that 

entrepreneurial enterprises are seen as engines of growth, based on the idea that 

they are drivers of innovation, and innovation again is vital for a flourishing 

entrepreneurial sector. To illustrate, imagine for instance the pivotal role of 

entrepreneurship in the transformation of countries formerly promoting command 

economy to a more capital market-oriented economic system. 598 

Business angels become vital for young firms considering that venture capitalists 

are less inclined to fund early stage ventures. Seed and start-up financing has 

decreased from 40% to 24% over the period of five years beginning 2001599, making 

business angels the only considerable source of professional external risk capital 

during this phase. An UK report on angel and venture capital states that business 

angels close 80% of such deals.600 Furthermore, they are required to invest in 

several rounds of financing for the same company, as there is a lack of follow-on 

investment.601 However, having an angel on board at very early stages awards 

credibility to the business attracting private equity firms in subsequent rounds of 

financing.602  

Angel capital gives founders the liberty and concentration enabling them to take 

their ventures to the next level, for it functions as a stable basis for strategic 

decisions. Mason also calls it “smart money”.603 Business angels are better in dealing 

with the raising complexity that emerges during phases of high growth compared to 

entrepreneurs, for most of them have been there and seen it all themselves and can 

act in a very entrepreneurial manner, taking risks, being active, and pursuing 

innovation.604 

Business angels may even affect the entire economy of a country. A survey 

conducted 2002 and 2003 in the UK found that 83% of companies that had been 

backed by private equity said they would not exist or had developed much less 

without this form of funding. Additionally, 75% stated that the investor offered more 

                                            

597  cf Avdeitchikova, Landström, Månsson (2008): 371 
598  Berger, Udell (1998): 1 
599  cf Poutziouris (2010), quoting a study by Roland Berger Strategy Consultants 
600  cf Arundale (2003): 7, 18 
601  WBAA (2011) 
602  cf Arundale (2003): 1-16, Berger, Udell (1998): 15 
603  Mason (2008): 2 
604  cf Hill, Power (2002): 263-265, Mason (2008): 2-12 
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than just money. Furthermore private equity-backed firms outperformed other leading 

businesses in the UK achieving higher sales (30% annual increase as compared with 

10% of FTSE 100 companies), higher exports (20% cf. 2.9% national growth), and 

creating 23% more jobs (cf. 1.5% of the national private sector).605 

To summarize, these are common traits of business angels:606 

• They fill the equity gap in the start-up phase of the venture; 

• They invest in companies venture capitalists deem rather unattractive with 

regards to the stage of development; 

• They constitute a fundamental link in the chain of funding; 

• They are conducive to developing a culture of entrepreneurship in the 

region, thus catalyzing economic growth. 

4.3.4 Typology 
As heterogeneous and manifold as the picture of business angels is the number 

of typologies available that try to classify and categorize angel investors in order to 

make the phenomenon tangible. The different classifications scholars suggest are 

based on investment activity, competence, motivation, post-investment roles, or 

combinations thereof.607 

Poutziouris for instance provides two different typologies. One typology is based 

on a distinction of the degree of involvement interrelated with the amount of 

investment, and labels patron, entrepreneurial, and occupational angels. Patron 

angels typically invest the highest amount (up to one million) but will not be involved 

much after closing of the deal. Entrepreneurial angels invest typically between 

50,000 and 1 million (though more often at the lower bound) and also offer hands-on 

advice, while occupational angels offer up to 50,000 but argue to add value by 

working full-time for the venture. The other typology classifies angels into corporate, 

entrepreneurial, enthusiast, and micromanagement angels, reflecting on a mixture of 

professional background and involvement. Corporate angels use their severance or 

early-retirement pay from senior executive positions, and typically seek a new senior 

management job in the investment. Hence they want to be involved in one 

                                            

605  Arundale (2003): 1, 45 
606  cf WBAA (2011), WBAA (2011a) 
607  cf Mason (2008): 8 
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investment at a time. Entrepreneurial angels are the most active group in this kind of 

classification. They were entrepreneurs themselves, and are now looking for a 

diversification of their portfolio. Enthusiast angels are less professional than 

entrepreneurial angels. They tend to invest more as a hobby in their later years, and 

usually do not actively participate in the investee business. On the contrary 

micromanagement angels prefer great control, often taking a board seat. Up to four 

parallel investments can be found in their portfolio.608 

Hill and Power describe different typologies based on different aspects. First they 

distinguish three types of angels considering their backgrounds and investment 

objectives: core angels, high-tech angels, and ROI angels. Core angels are 

experienced business people whose wealth has been accumulated over a relatively 

long period of time. They stay with angel investing in good times and bad, or in the 

words of Hill and Power, their “net worth has weathered many downward blips of the 

economy”609. High-tech angels or new money angels are investors who got rich 

during the economic boom times of the late 1990s, mainly through starting up their 

own business and selling it before the so called dotcom bubble burst. They tend to be 

younger than the average business angel and are less experienced in investing, 

though they feature a great willingness to take risks and can contribute with state-of-

the-art knowledge in IT. The last group in this typology are ROI angels, who are in 

the business for money only. They often work in high-income jobs, e.g. attorneys, 

doctors, investment professionals, or executives. Their main interest lies in improving 

their portfolio performance, usually they are not further involved or interested in 

building up or developing the company.610 

In another classification Hill and Power categorize angel investors taking into 

account their roles and degree of involvement in the investee business. Hence, lead 

dogs are business angels who want to be first in a deal. They are “ambassadors of 

the business”611 advocating for the company to get additional financing. Guardian 

angels have strong interest in mentoring the entrepreneur. They understand that their 

advice is at least as important as their money. Heirs of wealthy families, who often 

are experienced in working in executive positions running their families’ businesses 
                                            

608  Poutziouris (2010) 
609  Hill, Power (2002): 85 
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and want to extend their experience towards becoming investors are called silver 

spoons with silver wings. Dark angels want to make a good deal and take over the 

venture, thus booting out the founders. Archangels are those business angels that 

everyone in the industry knows. They are very experienced and established investors 

featuring a high reputation. The opposite to arch angels are called cherubs, who are 

new in the business of angel investing. They tend to invest as groups or alongside a 

more experienced business angel.612 

Hill and Power also address new forms of business angels that have been 

identified in recent years. For instance sweat-equity business angels working for a 

share of ownership, e.g. a lawyer or an accountant, who provides services that fall 

into the skills gap of the venture’s team. Another class is corporations as business 

angels. This form of investment is seen similar to a symbiotic relationship, in which 

the small start-up benefits from the larger partner’s resources, while the investing 

corporation benefits from the new solutions and the entrepreneurial drive of the start-

up.613 

Many more typologies are available, perhaps based on as many different criteria 

as there are business angels out there. As most of them use a non-consistent 

mixture of aspects, and since changes also occur within a classification, it is 

questionable if any of these categorizations adds to the understanding of the 

phenomenon business angel. 

4.3.5 Driving forces and objectives 

Similarly to the different typologies scholars identify considerable diversity with 

regards to drivers and objectives of business angels, though again they discern some 

common traits among the individuals614. 

“Unshakable belief in the viability and necessity of entrepreneurship”615 seems to 

be a common driver of business angels, often investing in nothing more than the idea 

of a passionate entrepreneur. Beyond that belief business angels are driven by a 

complex set of motives that may vary from individual to individual, but also from 

project to project. These motives include the expectation of high financial returns, 
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playing a role in the entrepreneurial process, being able to participate first row at 

newest developments, setting trends, having fun and deriving satisfaction from their 

involvement and contribution, social aspects ranging from a desire to be “part of the 

club that is making investments”616 to altruistic motives stemming from a sense of 

responsibility, and sometimes creating a job for themselves or someone they 

know.617 

Earning money with angel investments seems to be intriguing, considering that 

high-risk early-stage investments usually lead to low valuation and thus to cheap 

prices allowing to purchase quite large parts of a venture for rather little money. 

Though a majority of business angels want to earn money, this seldom is the sole or 

even the strongest driver. Many of them are inclined to pass on their knowledge and 

experience. They want to apply lessons learned to new situations and observe their 

investee companies to develop, grow, and blossom, as they can derive positive 

emotional return in the form of pride, satisfaction, and fun from sharing their valuable 

advice. Berger and Udell concede, “Angels are willing to accept psychic618 return 

partially in lieu of monetary return”619. This kind of return is of course less tangible 

than monetary returns, still it seems to be more valuable to business angels on the 

long run than financial success alone. 

Moreover, an additional motivation complementing financial interests might turn 

out to be valuable from the entrepreneur’s point of view. Money alone can be a 

harmful driver, as angels in for the fast buck tend to be less patient, they are “not 

mentors or guardians of the entrepreneurial dream”620 who are committed in good 

times or bad, but might even try to oust the entrepreneur from power and take over 

the venture. 

The notion that money is not the main driver is not very surprising. Motivation 

theory provides useful insight, especially Herzberg’s Two-Factor Theory. He 

suggested that monetary reward is a hygiene factor rather than a motivator; hence in 

itself money is unlikely to motivate. He further contended that monetary rewards 

                                            

616  Hill, Power (2002): 33 
617  cf Poutziouris (2010), Hill, Power (2002): 33-40, Mason (2008): 10-13, WBAA (2011a) 
618  Berger and Udell actually use the term psychic, though from context it is likely to mean 

psychological 
619  Berger, Udell (1998): 16, and also cf Mason (2008): 1, or cf Hill, Power (2002): 9 
620  Hill, Power (2002): 38 



  112 

need to be adequate to prevent dissatisfaction, but other factors such as 

responsibility, participation, or autonomy induce motivation.621 

4.3.6 The business angel investment process 
Based on the structure of the business angel investment process as described by 

Mason this section highlights further characteristics of business angels. As shown in 

figure 4.3, five discrete stages make up the typical investment process, beginning 

with deal origination, followed by deal evaluation with its sub-stages initial screening 

and due diligence, negotiation and contracting, post-investment activities, and finally 

making an exit.622 

Figure 4.3: The business angel investment process according to Mason623 

 

Mason and many other scholars use principal-agent theory as an explanatory 

framework for the analysis of particular business angel behaviour during the 

investment process.624 The authors will provide a brief overview of the theory before 

describing each stage of the investment process in more detail. 

4.3.6.1 Principal-Agent Theory 

The principal-agent theory explains the relationship of a principal who engages 

an agent to act on his behalf. Such relationship requires the principal to place the 

responsibility and authority to make decisions, at least up to a certain degree, on the 

agent. The theory is further based on the assumption that principal and agent are 

rational beings following self-interest and striving to maximize benefits. However, this 

raises the issue of opportunism and fundamental problems related to transfer of 

power. One problem is adverse selection arising from asymmetric information. The 
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623  Bauer-Leeb, Lundqvist (2011), inspired by Mason (2008): 13-30 
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principal is by nature less informed about the abilities and competences of the agent, 

and hence might draw an adverse selection in assigning the agent.625 Another 

problem is moral hazard, concerning situations in which the principal cannot monitor 

the agent’s behaviour. Thus the agent could engage in behaviour that is detrimental 

to or in conflict with the principal’s interests.626 

Concerning angel investments, next to agency risks, which are the risks of 

adverse selection and moral hazard, an investment also bears market risk. Hence it 

can be expected that business angels address these risks in the investment process. 

4.3.6.2 Deal origination 

Finding quality deals often proves to be a challenge for business angels. This 

holds of course vice versa as “Investors have just as difficult a time finding 

[entrepreneurs] as [entrepreneurs] have finding them.”627 That can largely be 

ascribed to the inefficiencies of an informal and hardly visible and transparent 

market.628 

Usually business angels apply an unspecific and unscientific approach, often 

based on chance meetings or referrals.629 Personal informal contacts including 

business associates, friends, and entrepreneurs still dominate in generating deal flow 

in comparison to other means. Those include referrals coming from formal personal 

contacts such as lawyers, accountants, or bankers, joining a business angel network, 

networking at conferences, forums, and trade shows, participating in so called speed-

dating events that specifically aim to team up entrepreneurs and investors, keeping in 

close touch with incubators, scanning press releases and reports in relevant 

magazines and papers, or the use of Internet-based matchmaking platforms.630 

However, the highest probability of successfully entering a deal is through 

informal personal contacts. This suggests that relying on friends’ referrals can be 
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understood as an attempt to minimize adverse selection problems631, or as Hill and 

Power put it, “a referral is everything in the world of angel investing.”632 

4.3.6.3 Deal evaluation 

This next stage in the investment process includes two steps, initial screening 

and due diligence. First a potential deal is screened to assess whether it is worth the 

effort of the second step of conducting a more detailed investigation. The initial 

screening determines if a proposal meets the angel’s investment preferences and 

complies with the investor’s minimum requirements.633 

Initial screening 

The set of preferences and requirements can vary widely, as does the way in 

which business angels analyze potential investments. For the single angel, the 

personal situation often heavily impacts the outcome of a decision.634 However, they 

usually include factors like location and nature of business, the amount of capital that 

will be required, familiarity with the industry of the proposed business, the stage of 

development of the investee company, and if the angel detects whether he or she 

can add value to the venture by his or her contribution.635 Angels often proceed 

intuitively during this first step making decisions based on the “old, reliable gut 

instinct.”636 

Due Diligence 

Only approximately 10% to 25% of proposals proceed from initial screening to 

due diligence.637 The overall objective of due diligence is to validate data provided 

from the entrepreneur. Also other sources are utilized to retrieve information, such as 

business partners or professional advisors or service providers. Business angels are 

rather less sophisticated and analytical in conducting a due diligence, as compared 

with for example venture capitalists. This can mainly be ascribed to the fact that 

                                            

631  cf Mason (2008): 15-16 
632  Hill, Power (2002): 171 
633  cf Mason (2008): 13, WBAA (2011a) 
634  cf Hill, Power (2002): 225-233 
635  cf Mason (2008): 16, Hill, Power (2002): 43-44 and 61-63, WBAA (2011a) 
636  Hill, Power (2002): 228 
637  cf Mason (2008): 20, WBAA (2011a) 



  115 

business angels often have fewer resources at their disposal, such as staff or time, 

but also costs involved in the process.638 

Aspects of due diligence 

The entrepreneur is key to considerations that inform the investment decision of 

business angels during due diligence. Other less significant aspects cover market, 

business plan, products or services, possible collaterals, or financial 

considerations.639 These aspects are explored in more detail in the following. 

The main aspect of the investor’s decision is the entrepreneur. “Investors put 

money behind people […]. The whole key to the angel investment process is to be 

able to identify potential in up-and-coming, often young, people.”640 Alexandre 

Gonthier, an entrepreneur who found angel investors, confirms this view, “At that 

stage, one bets on people, not so much on a product, or a client roster, or a business 

plan. They wanted to be convinced that we had the vision, drive, passion, focus, and 

execution capability that are required.”641 Hence getting to know each other, building 

up a personal relationship, and especially gaining trust are paramount elements of a 

successful investment. Thus personal qualities dominate, for instance the 

entrepreneur’s or management team’s abilities to exploit the potential, their 

experience, ambition, and knowledge ability, their understanding of requirements and 

being able to apply a realistic view to that, strong work ethics, integrity, honesty, 

openness, and personal chemistry.642 Figure 4.4 provides the profile of the ideal 

entrepreneur as conceived of by business angels. 

Concerning market, business angels assess if there is already a large market or if 

the market features at least considerable growth potential. Another aspect is 

competition. The venture needs a defensible and sustainable competitive advantage. 

It is important that the entrepreneur draws a clear picture of the market for the 

product or service and has a realistic plan for market penetration. Ideally entry 

barriers for competitors are high.643 Products or services must feature a uniqueness 

that distinguishes them from competitor’s offerings. They must meet a compelling 
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need of the market and need to be commercially viable. Further potential for 

sustained growth should be present.644 

 

Figure 4.4: Attributes of the ideal entrepreneur as considered by business angels645 

 

The focus on the entrepreneur further suggests that agency risk is more of a 

threat than market risk. Business angels might lack the means to assess market risk 

adequately and as a consequence turn to managing agency risk by putting the 

majority of efforts into selecting a competent and capable entrepreneur.646 

This notion is also reflected in the way business angels usually deal with 

business plans. Investors usually request a business plan be provided, though usage 
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in informing the business angels’ investment decision can be described as being 

somewhat ambiguous. Some business angels rely more on the business plan than 

others, and others again use it only to assess the degree of completeness and 

realism the entrepreneur put into the plan. Thus they attempt to gauge the 

entrepreneur’s attitude and sense of reality, which is by far more important for the 

investment decision than any planned commercial figures.647 

Regarding possible collaterals business angels employ a quite realistic view 

acknowledging that the entrepreneur usually is not able to provide sufficient amounts 

of tangible business asset. However, signalling dedication and belief in the own 

business by entering into personal financial investment in the company may prove 

valuable in the decision making process.648 

Financial considerations include an exit strategy for the investor that is reachable 

typically within five years, the potential for a strong return on investment based on a 

business with clear aspiration of rapid growth within a clear horizon, and an 

assessment if the reward-risk ratio fits the angel’s preferences and is justifiable. 

Though the exact return on investment plays a lesser role, angel investors want to be 

presented a strong vision of high growth potential, which eventually should translate 

into financial returns.649 

An obstacle to overcome by entrepreneurs seeking angel investment during deal 

evaluation is opacity of information about them or their business to potential 

investors. Opacity of information hinders business angels to gauge the quality of a 

potential deal, in other words asymmetric information could lead to adverse 

selection.650 Knowledge is paramount for the investor to be able to assess the risks 

they take. Entrepreneurs that acknowledge this help the investor by increasing the 

sense of security because “knowledge is in itself a means of lowering at least the 

perceived risk.”651 
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4.3.6.4 Negotiating and contracting 

Based on a positive investment decision the next stage entered by business 

angel and entrepreneur is setting up and negotiating the contract. Three main issues 

are being addressed during this stage. First, valuation of the company in order to 

render a basis for the price, second, structuring the deal, which includes share price, 

type of shares, size of the stake, and finally determining terms and conditions, with 

special focus on the business angel’s minority interest.652 

There is no universally agreed method for valuation. Due to the very early stage 

of investment, valuation often is a matter of intuition and rule of thumb.653 Typically 

no products or services are available yet and the business plan provides a rough 

framework rather than an elaborated plan and outlook,  

Terms and conditions govern the future relationship regarding rights and 

obligations of the contracting parties. Business angels pay special attention to 

minority interest rights. As they usually do not acquire a majority stake, they need to 

secure veto rights concerning decisions that may impact the nature of business or 

their stake in the company. Such decisions concern mainly acquisitions and 

divestments, approval of strategic plans and budgets, new issuance of shares that 

would dilute the business angel’s stake, and raising additional equity or debt.654 

Fairness is the key factor aside from rights and duties written down in a term 

sheet, because contracts cannot be complete and exhaustive by their very nature. It 

is impossible to foresee every possible incident, and it is most often too costly to 

compile large contracts. However, all available evidence suggests, “that in most 

cases entrepreneurs are not exploited by business angels.”655 

On average, the investment process from initial screening to closing the deal 

takes 67 days, with a range of one month to one year, but typically not more than 

three months.656 Only between 5% and 12% of projects initially screened are leading 
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to closing a deal. This means about 50% of projects reaching due diligence are 

declined either during this close examination or negotiation.657 

4.3.6.5 Post-investment involvement 

Though there is controversy among researchers concerning the involvement and 

degree of active participation of business angels in their investee companies,658 one 

element seems to be undisputed: trust. That is no surprise considering that the 

business angel invests in the entrepreneur as a person, rendering personal attributes 

key for the investor’s decision-making. Trust is essential for both; the entrepreneur 

has to trust the angel’s readiness not to interfere with the business in a manner that 

affects daily operations to a degree of leaving the founder without control, and the 

angel has to trust the entrepreneur’s capability of managing the daily business, 

resulting in a “delicate balancing act”.659 

Agency theory provides another notion regarding involvement of investors in 

investee companies, reasoning that monitoring is paramount for managing agency 

risk.660 Interestingly and in contrast to agency theory, most business angels are not 

active because they want to monitor the entrepreneurs and such mitigate risk, but 

they draw emotional and psychological benefit from their involvement. Fun, 

satisfaction, pride, and a strong conviction to make a difference are far more 

essential drivers.661 

Business angels are rather active players in pursuit of a wide range of activities, 

but careful not to harm the relationship with the entrepreneur. Typically they “lend a 

hand to the company”662 providing financial advice and guidance in strategic matters, 

support with recruiting new personnel and managers, open their network of contacts, 

provide market and industry intelligence, give access to new potential customers, 

and contribute all kinds of specialized experience such as legal or accountancy 

services, based on their professional backgrounds, and also depending on the phase 

of development of the company.663 Generally speaking business angels are valuable 
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advocates to the company in times of rapid development and growth, and ideally 

“they serve as coach, mentor, champion, white knight, and hero.”664 

Statistics provided by Poutziouris further elucidate the degree of involvement, 

suggesting that 17% of business angels work full-time, 27% consult, 22% work part-

time, 19% are rather passive and settle for reviewing reports and documents, and 

15% want to be on the board of directors.665 On average business angels spend 

approximately 10 hours a week dealing with the company’s affairs.666 

Hill and Power present a classification of business angels’ roles distinguished by 

levels of involvement (see table 4.3.) According to their research, most angel 

investors take board seats and advise and assist the entrepreneurs, some only if 

asked to (role 2, on demand), some as formal advisor based on predetermined rights 

and duties (role 3, predetermined).667 

Role668 Characteristics 

Passive Invests money and remains completely passive, little contact. 

On demand Invests money and takes seat on board of directors, provides advise and 
assists specifically if asked to. 

Predetermined Invests money and takes seat on board of directors, acts as formal 
advisor with predetermined rights and duties. 

Executive Invests money and takes seat on board of directors, assumes role of full-
time executive. 

CEO Invests money and takes seat on board of directors, becomes CEO. 

Dark angel Invests to obtain a majority stake, takes over control. 

Table 4.3: Roles of post-investment involvement669 

 

The exact roles and contributions depend largely on experience, knowledge, 

available time and willingness of engagement of the angel investor. Since 

undesirable influence cannot be excluded, it is advisable to agree on the exact nature 

of involvement in advance, because “the true motives of angels [may be] unseen until 
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much later in the transaction”670 and sometimes business angels interfere too much 

resulting in alienation or even ousting of the entrepreneur.671 

4.3.6.6 Exit 

The final stage of investment comes with harvesting. Business angels typically 

exit after three to five years, sometimes they are invested even longer.672 

Due to the very early investment business angels tend to make, the road to an 

IPO is rather far away. Only 8% of exits happen on public markets by flotation. The 

majority, 35% of exits are trade sales to other companies. These may be competitors 

striving to eliminate a potential threat to their own market share or companies that 

want to complement their portfolio with a specialized product or service including 

access to a growth market. 16% of exits are sales to other existing shareholders, and 

40% of projects are written off, while 34% are total losses, and the remaining 6% are 

partial losses.673 

Mason reports that a Finnish study found that “[the] most successful investors 

were more likely to be motivated by the fun and interest of making such investments, 

have a large deal flow and have a lower estimation of the value of their hands-on 

involvement. The least successful investors were more likely to be motivated by 

altruism, have a low deal flow and make few investments and rely to a greater extent 

on friends for deal flow.“674 

 

Figure 4.5: Typical exit routes and realized returns of business angels675 
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Mason’s and Harrison’s study of returns actually achieved by business angels 

provides further insight as to the distribution of realized returns. According to their 

key findings, almost every second investment will end with a loss or at best break 

even. Still, if exits are successful and achieve returns, one in four investments will 

yield a cumulative return of 50% or more.676 Figure 4.5 depicts Poutziouris’s and 

Mason’s findings. 

Business angels are rather successful in comparison to early stage venture 

capital funds. They lose significantly less money (40% cf. 64% of venture capital 

funds), have considerably more investments that break even or generate at least low 

returns (24% cf. 7%), and have a similar proportion of very successful investments 

(25% cf. 21%).677 

Mason and Harrison explain the better performance of business angels in 

comparison to venture capital investments. The performance concerning the 

achievement of outstanding results is quite similar, however, business angels are 

more successful in avoiding losses, as they seem to be more concerned to stay away 

from bad investments than to find actual winners.678 It is however unclear exactly 

how they do this. A possible explanation might be drawn from the structure of exit 

routes business angels take in comparison to venture capital funds. With business 

angels trade sales dominate by far, while venture capitalists usually tend to exit via 

an IPO, selling their share on public markets. 

4.3.7 Trends on the business angels market 

The market of angel finance can be characterized as an informal and almost 

invisible market dominated by individuals or small groups that is rather dispersed and 

characterized by local investments.679 In recent years, though, the marketplace is 

evolving from an informal state to a more organized one, featuring several trends, 

among others the formation of business angel networks, some (especially female) 

angel investors focusing specifically on addressing the very low share of women 
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among business angels, or the development of a market of social business angels 

focusing on investments that want to achieve considerable social impact.680 

4.3.7.1 Business Angel Networks 

Angel groups are becoming more important with regards to number an influence. 

This is a global trend lead by the US market, while other countries lag behind 

considerably.681 The organizational degree of business angel networks (BAN) varies 

from loosely organized and formalized open associations to very strictly organized 

and formalized investing groups. Local networks of friends or business associates 

often found business angel networks. Members meet regularly to review business 

proposals and select entrepreneurs to make presentations to the members. Reasons 

to join business angel networks include combining capital and expertise, networking 

in order to maintain a constant deal flow, reducing costs by sharing resources for 

screening and due diligence, and sharing risks by investing smaller amounts 

together.682 Median investments of angel groups in the US in 2007 were around USD 

266,000 per round, in Europe this amount was about EUR 165,000.683 

Angel groups carry several positive effects.684 Market inefficiencies resulting from 

low visibility of solo angel investors are reduced considerably, as business angel 

networks are easier to address. They stimulate the supply-side, because they give 

inexperienced angels a chance to participate on the market benefiting from combined 

expertise of the group. Business angel networks provide a solution for the new equity 

gap that emerges due to the upward shift of venture capital funds as their interest in 

early stage investments is decreasing.685 This new equity gap may range from GBP 

0.5 million to GBP 2 million (or USD 0.5 million to USD 3 million)686, which is too 

large for love money. Business angel networks can more easily provide follow-up 

funding in subsequent financing rounds and add non-monetary value to investee 

companies by providing a broad set of skills and competences. 
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It is, however, not clear so far whether this development does not have negative 

effects on entrepreneurs. For instance business angel network activities could also 

lead to another equity gap at the very early stages (pre-seed and seed) by binding 

capital of angel investors who have been active at these stages before, but prefer to 

join angel networks to benefit from the community. Also an investment process that is 

rather informal could be turned into a more formal one, resembling the process of 

venture capital firms. Greater formality may thus lead to stricter rules for applicants 

and network members alike, affecting the flexibility of investment decisions. 

Investment preferences specific to single investors may be put at a disadvantage for 

the sake of the network.687 Further research is required to address these and other 

questions related to the evolution of the business angel network market. 

4.3.7.2 Female business angels 

Harrison and Mason assess that there are “very few women involved in making 

investments, either as venture capital fund managers or as business angels.”688 A 

number of studies concur with this statement indeed, finding that the share of female 

business angels remains quite consistently below 5% across different national 

markets.689 Practitioners in the industry as well as scholars offer a wide range of 

explanations. Among reasons690 posed these include:  

• that women would not have the same social and business networking 

possibilities as men and hence could not participate in the system of 

personal referrals leading to constant deal flow; 

• that they would lack self-confidence facing a majority of male investors 

and hence refrain from becoming professional investors; 

• that they would not have necessary know-how and expertise for making 

investments; 

• or that they would be barred systematically from participating in financial 

markets and institutions by a male majority. 

Though the demand-side of entrepreneurial finance relating to gender-issues has 

been subject to scientific scrutiny, there is little research exploring this striking 

                                            

687  cf Arundale (2003): 1 
688  Harrison, Mason (2007): 445 
689  cf Harrison, Mason (2007): 450, Hanson (2007): 29, Tillväxtverket (2011): 3 
690  cf Hanson (2007): 29, Harrison, Mason (2007): 449-451 
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peculiarity of the business angel market or trying to verify above-mentioned 

arguments. Harrison and Mason conducted a study that investigated the “relationship 

(if any) between gender and business angel investing”691 in order to provide a profile 

of the typical female business angel. Their objective was to answer the questions 

whether and where there are differences between female and male business angels 

in terms of backgrounds, demographics, and investment approaches.692 

Overall they find that female and male business angels share many common 

characteristics in all terms of demographics, professional and financial background, 

behavioural patterns, motivation, and investment preferences and criteria, featuring 

only minimal and subtle differences. Hence, women business angels are slightly 

younger, have worked in a wider range of industries, and are more likely than men to 

have worked in business services. Concerning entrepreneurial background Harrison 

and Mason did not find any differences. Also regarding motivation they find very 

pronounced similarities, with only a subtle difference that women express a slightly 

stronger motivation to support the next generation of entrepreneurs and socially 

beneficial projects.693 Concerning investment preferences, though, Harrison and 

Mason do not find any gender-related distinction. However, they find a stronger 

probability of women investing in environmental technologies and creative industries. 

With respect to investment criteria, they find that both men and women emphasize 

the same criteria, but men are more likely than women to loosen them if only a small 

investment is required, and are more willing to rely on intuition.694 

Harrison and Mason’s findings seem to partially contradict some practitioners’ 

views of the topic. For instance, Agneta Påhlin, a local project manager for a 

Swedish initiative supporting women to become business angels states, “97% of all 

risk capital comes from and goes to men. We want to change the view on what you 

can invest in. Women as business angels discover other projects.”695 Also Hanson 

quotes female business angels concurring with this view, saying they feel that a 

group of female investors might be more understanding, or that women business 

                                            

691  Harrrison, Mason (2007): 446 
692  cf Harrison, Mason (2007): 446 
693  Harrison, Mason (2007): 453-457 
694  Harrison, Mason (2007): 457-469 
695  Tillväxtverket (2011): 6 
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angels contribute in a different way than would male business angels.696 Though 

Harrison’s and Mason’s data support the notion of women business angels investing 

in different projects than male business angels, the data do not, however, concern 

gender-related flow of investments and relaxing of investment criteria, but rather 

sectoral differences. Also noteworthy, possibly related to the strongly skewed 

distribution of angel capital between men and women entrepreneurs, is the fact that 

very few women are looking for venture capital, and that the proportion of both 

women running growing start-ups and women acting as business angels is relatively 

small.697 There are also contradicting opinions among practitioners, explaining that 

neither the investor’s nor the entrepreneur’s gender did matter in the process of 

securing venture capital, but only “grit, tenacity, and determination.”698 This indicates 

a high degree of flux and insecurity in the matter, which can be deemed typical for a 

rather nascent field of research. 

However, an increasing number of initiatives can be observed that aim both at an 

increase of female business angels and a better supply of risk capital to female 

entrepreneurs. Among them are business angel networks for women by female 

business angels, such as the Austrian network Business Angelinas699 or Cash is 

Queen700 in Sweden, business angel investment funds such as Theia701 (Sweden), 

and both governmental and private schemes and initiatives such as those by 

Tillväxtverket702, the Swedish agency for economic and regional growth, or Finance 

South East703, a private British organization. They all employ a range of approaches 

addressing issues of education and networking. Knowledge and experience are 

transferred through specialized project managers, external experts, but also through 

peers via education programs, workshops, case studies, post-deal assessments, 

networking activities, and investment-specific on-hand mentoring. Topics highlight 

both the investor’s and the investee’s perspectives including for example board work, 

                                            

696  Hanson (2007): 29 
697  cf Tillväxtverket (2011): 3 
698  Hanson (2007): 30 
699  http://www.business-angelinas.at, founded by Selma Prodanovic, a business angel and 

entrepreneur, who has participated in this study as one of four business angels. 
700  http://cashisqueen.wordpress.com, an initiative by CONNECT Sweden.   
701 http://www.theia.se/english.htm, founded by three women with entrepreneurial and investment 

backgrounds. Among them is Anna-Carin Månsson, who participated in this study as a business 
angel. 

702  http://www.tillvaxtverket.se  
703  http://www.financesoutheast.com  
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communication, gender issues, how to prepare and present business ideas to attract 

venture capital, valuation, tax issues, negotiation strategies, and contracts. Moreover, 

these networks are created to convey a sense of belonging to a community, to create 

stronger connections between the participants, and to allow female business angels 

gain confidence in an atmosphere of peers without the pressure of a male majority.704 

According to statements of these initiatives they prove successful,705 though 

scientific verification still seems to be missing. Tillväxtverket for instance concedes to 

have increased the number of projects with female business angel involvement up to 

20%706 and Anna-Carin Månsson, founder and managing partner of Theia, adds “a 

lot has happened since [the inception of Theia707]. There are many more women 

business angels today and there are more networks. There is a bigger focus on 

women’s businesses now.”708 

It is a matter of time until impact and efficiency of these initiatives can be 

assessed. To summarize it can be stated that although some of these initiatives 

seem to address topics and issues that may or may not be purposeful, for example 

gender-related investment schemes addressing women-to-women business 

relationships, they still seem to bring about a change of perception of the matter of 

female participants in the informal venture capital market.  

4.3.7.3 Social investors market 

There is increasing recognition and consensus that the economic system that has 

been promoted intensely during the last three decades – which is one of deregulation 

and selfish pursuit of personal benefits – cannot successfully command the global 

threats and challenges ahead of us.709 This trend of recognition and consensus is 

also spreading in the investor community, giving rise to a desire of achieving a 

broader impact by making responsible investments. Social and environmental impact 

is becoming more and more important and is seen as complementary or even 

necessary for achieving financial profits and hence economic success.710 An 

expanding number of firms that made the management of social and environmental 
                                            

704  cf Tillväxverket (2011): 6-27 
705  cf Hanson (2007): 29, Tillväxtverket (2011): cf 16-17 
706  cf Tillväxverket (2011): 1 
707  Theia was founded in 2000 
708  Tillväxverket (2011): 16 
709  cf Kell (2010): 7, Porter, Kramer (2011): 64 
710  cf Porter, Kramer (2011): 64, Nidumolu, Prahalad, Rangaswami (2009): 3-4, Ellis (2010): 113-125 
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issues a priority substantiate the business case of sustainability by generating new 

revenue streams, decreasing costs, and enhancing their reputation.711 Also markets 

begin to acknowledge this change. Kell presents studies confirming that companies 

adopting sustainability practices outperform the global market.712 

With regards to private equity a growing number of organizations can be 

observed that make sustainability issues an integral part of their investment criteria. 

For instance, Kell reports that “in early 2009 the Private Equity Council [...] 

representing USD 18 trillion in assets officially adopted a set of guidelines”713 that 

recognize the importance of environmental and social inclusion in business 

decisions. These guidelines are based on a provision of the UN-backed Principles for 

Responsible Investment (PRI) and explicitly refer to the UN Global Compact.714 

However, concerning individual investors – and particularly business angels – 

there is insufficient data and knowledge relating to them adopting sustainability 

issues. Anecdotal reference by the authors indicates an emerging scene of business 

angels fond of resolving social and environmental issues through their investments. 

However, it is not clear if there is a specific type of social business angel 

distinguishable from other business angels. We may borrow, though, from examples 

of the philanthropy sector, which may provide further insight that may enable us to 

infer certain specifics connected to social investments. 

Ellis speaks about “’philantrocapitalists’ – also known as venture philanthropists, 

new donors, high-engagement philanthropists or social venture capitalists.”715 She 

describes it as the search “for efficiency and visible concrete social returns,”716 which 

determines a “high-impact, entrepreneurial approach to their giving."717 They view 

their engagement not as providing charitable donations, but apply economic 

principles, just as they do with a regular investment, adopting an objective of 

achieving social returns. Performance measurement, transparency, and 

                                            

711  cf Porter, Kramer (2011): 67-69, Nidumolu, Prahalad, Rangaswami (2009): 6-8 
712  cf Kell (2010): 8 
713  Kell (2010): 7 
714  cf Kell (2010); Note: the UN Global Compact is a sustainability initiative that invites corporations 

worldwide. Membership requires the corporations to commit themselves to align all business 
activities according to ten principles in the areas of human rights, environment, labour, and anti-
corruption. 

715  Ellis (2010): 116, emphasis in the original quote 
716  Ellis (2010): 116 
717  Ellis (2010): 116 
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accountability are key issues for these individuals who moreover often found their 

own funds or foundations in order to ensure that their investment preferences and 

criteria are met exactly as they want to.718 Examples include among many others The 

Omidyar Network719, the Skoll Foundation720, the Bill & Melinda Gates Foundation721, 

or LGT’s Venture Philanthropy fund headed by Max von Liechtenstein.722 

Max von Liechtenstein’s point of view on venture philanthropy may provide some 

ideas providing guidance for a tentative assessment and comparison of today’s 

social investors’ characteristics with mainstream business angels’ characteristics. 

Being a practitioner with a professional background in the banking and financial 

services industry, and owing to a long family-tradition of philanthropy, he connects 

both worlds in order to achieve sustainable social impact.723 The importance of 

economic principles, being applied to social investments, becomes very clear when 

he states that the funds’ social investments are about maximizing the social effect. 

Hence profit maximization is replaced by maximization of social impact. A main 

selection criterion for potential funding projects is that social issues are addressed 

through an entrepreneurial approach. The fund does not provide money to help an 

organization or a project in the short-term, but selects enterprises that contribute to 

improving the situation of socially unprivileged people in an effective way. It is 

important that the solutions deployed are scalable and that the organizations 

supported can grow considerably and in the long run.724 “At the end of the day the 

value added ought to allow these organization standing on their own feet.”725 

Services provided by the fund cover financial, social, and intellectual capital for a 

limited period of time. Achieving financial returns with an investment is understood as 

nice-to-have, but does not constitute a mandatory requirement. The investment 

process resembles that of a business angel concerning both steps taken and criteria 

applied. “We conduct a very accurate due diligence […]. We x-ray organizational 

                                            

718  cf Ellis (2010): 116-117 
719  Founded 1998 by eBay founder Pierre Omidyar 
720  Established 1999 by former eBay director Jeff Skoll 
721  Founded and co-chaired by Bill Gates and his wife Melinda Gates 
722  Max of Liechtenstein is CEO of the national LGT bank that provides mainly private banking 

services to wealthy customers. The bank’s Venture Philanthropy fund invests in social projects. 
723  cf Stocker (2010) 
724  cf Stocker (2010) 
725  Stocker (2010), translated by the authors 
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structures, management, strategy, solution approaches in the market and analyze 

strengths, weaknesses, and opportunities.” Also the fund’s involvement seems to be 

very similar to the typical behaviour of business angels, as they “design plans 

together, agree on objectives. […] Often we strengthen the local management by 

recruiting additional capacities. […] We are informed in detail through frequent 

reports and visits.”726 

On a general and admittedly very simplified level of analysis it seems that these 

forms of social investments are very similar with respect to criteria and motivation. 

Further research is necessary to address questions of definition, classification, and 

analysis of characteristics and behaviour of social investors. 

Social investments convey positive effects for both investor and investee: 

investments in socially and environmentally sustainable companies promise better 

performance through lower risk, they provide a competitive advantage by meeting a 

new range of stakeholder’s needs, influence investees to incorporate sustainability 

management and peer investors to follow suit, and contribute to rebuilding trust in the 

economy by showing that a different way of conducting business is possible.727 

4.3.8 Critique of angel investing 

This final section of the chapter offers some critique on the concept of angel 

investing. 

Not every wealthy person makes a good angel. It takes a challenging educational 

learning process to become an angel, able to complement the financial investment 

with non-monetary benefits supporting the development of the venture. Though there 

are lots of mentoring circles for entrepreneurs728, similar initiatives for angels are 

seldom. Freshmen angels need to gain confidence in very early stage investing, as 

they need to be able to deal with the high pressure of high-risk investments. It’s also 

important for the entrepreneur, as the likelihood of succeeding increases with an 

experienced angel on board.729 

                                            

726  Stocker 2010, translated by the authors 
727  cf Kell (2010): 9 
728 e.g. the global “Hub” network supporting social entrepreneurs 
729  cf Hill, Power (2002): 44 
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The term angel might also be a misnomer. It can lead to “erroneous 

conclusions”730 and expectations business angels cannot and do not want to comply 

with. It sounds ethereal despite the fact that it is down-to-earth investing and conveys 

an image of someone watching over you and helping you out of trouble. This might 

be connected to a degree of altruism, which might be there but need not necessarily 

be the case. Hill and Power suggest alternatively the term Active Financial Partner 

(AFP) to link their actual activities closer to the term.731 

Furthermore, an angel investment may not be the ideal choice for every 

entrepreneur. Key questions the entrepreneur needs to answer for himself or herself 

include whether they are willing to give up some share of ownership and control and 

if they can demonstrate significant growth leading to earnings and thus financial 

returns corresponding to the business angel’s expectations, if an exit strategy is 

possible and wanted, and if they are willing to accept advice and decisions they may 

not agree with?732 

Finally, concerning entrepreneurs running non-technological ventures (and hence 

many social entrepreneurs), there are two conflicting images. On the one hand, 

“angel investing is an evolutionary market”733 opening a window of opportunity for the 

social entrepreneur to take influence and drive this evolution. On the other hand, 

however, “many entrepreneurs with non-technology ventures are still faced with an 

almost insurmountable challenge to obtain capital for their venture, namely the 

perception that these ventures have inherently lower potential return on investment 

and are, therefore, less attractive.”734 Drawing from Avdeitchikova’s findings on the 

Swedish informal investors market735, it might be easier for social entrepreneurs to 

try to obtain capital from other informal investors than business angels, such as 

micro-investors or knowledge-oriented investors. Micro-investors typically invest 

smaller amounts of money and are rather passive, as they usually do not have 

specific knowledge of a particular industry, nor do they want to be involved in an 

advising role. Knowledge-oriented investors also invest smaller amounts, but other 

than the first group, provide valuable and specific knowledge to the entrepreneur. 
                                            

730  Hill, Power (2002): 28 
731  Hill, Power (2002): 28-29 
732  WBAA 82011a) 
733  Hill, Power (2002): 20 
734  Hill, Power (2002): 298 
735  cf Avdeitchikova (2008) 



  132 

Both groups might have lesser requirements concerning their investments than 

business angels and may therefore be a valuable source of funding for social 

entrepreneurs requiring lesser amounts of finance. 

4.4 Summary 
This chapter aimed to provide an image of business angels’ specifics. Being part 

of the large and diverse market of private equity, there is a multitude of approaches 

that make it rather difficult to clearly delimit the concept. History brought us back as 

far as the 19th century when Werner von Siemens obtained angel capital from a 

cousin. Despite an abundance of research conducted on the topic since then, there is 

still lack of clarity and no unified definition. This may be owed to a very high degree 

of heterogeneity and invisibility of this market and the participating players, leading 

further to inconsistent typologies of business angels. As they are influenced in their 

decisions by a variety of both, personal and external factors that further may change 

over time and investments, it may be necessary and sensible to provide context-

specific definitions rather than a general one. 

Business angels provide high risk capital expecting rather high rates of return. 

They typically invest in early stages of a company’s life cycle enabling it to fund the 

development of business concepts, products and services and bring them to market. 

But they are difficult to approach as they seek privacy and tend to keep a low profile. 

Still, they carry advantages compared to debt or formal venture capital. Debt may be 

cheaper and more visible, but harder to obtain at an early stage of development with 

usually no business assets to employ as collateral. Formal venture capital, on the 

other hand, features similar characteristics to debt with regard to availability and 

visibility, however due to other reasons. Venture capitalists tend to invest later and 

larger sums, hence early stage businesses face an equity gap, which business 

angels sometimes are willing to close. 

A glimpse on informal investment volumes proves difficult due to above-

mentioned opacity of players and definitions, but crude estimates suggest 

considerable market sizes and with regards to Austrian and Swedish markets largely 

untapped potential. Furthermore, research indicates that business angels are a major 

and very valuable source of funding for young ventures. 



  133 

In order to close a deal with business angels, entrepreneurs must feature 

personal qualities such as passion, drive, and perseverance, for business angels 

invest in people rather than business plans. Though they want to earn money 

eventually, it is not their main driver. Business angels are strongly motivated by 

growing and developing a venture through contributing own experience, network, and 

time. They derive satisfaction from being involved, setting trends, and participating in 

the entrepreneurial process. This may be largely owed to the fact that most business 

angels have been entrepreneurs themselves. However, not all entrepreneurs will find 

an angel for themselves, especially those who cannot demonstrate personal skills 

combined with growth and earnings potential of their business, who are not willing to 

give up a share of ownership and control. Other crucial investment criteria 

strengthening the idea of angel investments as people business are mutual trust and 

personal chemistry.  

Business angels find potential deals usually through personal referrals from 

informal contacts, such as peer investors or business partners. They screen deals 

and if found worth the effort, apply intense scrutiny during due diligence, x-raying the 

entrepreneur and their idea. Only 5% to 12% of projects will lead to closing a deal, 

but these prove to return financial success in 60% of the cases by employing an exit 

typically through a trade sale, seldom through going public. Such rates of success 

make business angels more successful than formal venture capitalists. 

The market of informal private investors is also evolving, showing different trends. 

An increase in the number of business angel networks, for instance, leads to higher 

visibility and greater supply of risk capital for young ventures. However, this also 

might lead to a formalization of investments, possibly excluding certain types of 

businesses. The market also evolves in terms of an increase in the number of female 

business angels, especially through a provision of dedicated networks and education. 

The phenomenon of social investors emerging gives rise to a possible change of the 

economic paradigm promoted over the last three decades – away from solely 

pursuing economic self-interest towards achieving shared benefit for both business 

and society. 



  134 

5 Profiles 

5.1 Introducing the participants 
The following profiles of the participants in this study are based on the interviews 

conducted with each of them and intend to introduce them in all their heterogeneity to 

the reader. Participants’ quotes are the main foundation of the profiles, however, they 

have occasionally been complemented with data from external sources for 

verification or additional information. 

 Business angels Social entrepreneurs 

Tony (pseudonym requested by 

participant), founder of Academic Work, 

limited experience with investments in 

social ventures.  

John Higson, co-founder of People 

Owned, experienced with venture capital 

and grants, working with empowerment 

platforms.  

S
w

ed
en

 

Anna-Carin Månsson, founder of Theia, 

business angel, venture capitalist, some 

experience investing in social ventures. 

Sebastian Stjern, founder of Fairtailor, 

experience with venture capital, seeks to 

initiate a platform providing a meeting 

place to social entrepreneurs, corporate 

responsibility managers and investors. 

Selma Prodanovic, founder of Brainswork, 

mentor and business angel, active in 

creative industries and innovation, some 

experience with supporting social 

ventures.  

Hilary Warmoth, seeking to finance her 

skills and jobs training initiative, manager 

and consultant in vocational training.  

A
us

tri
a 

Johann “Hansi” Hansmann, business 

angel and venture capitalist from 

pharmaceutical industry, invests in e-

commerce and medical services, no 

experience with social venture 

investments. 

Sylvie Chin, founder of clearkarma.org, 

looking for finance for her social venture, 

previous experience in IT and mobile 

applications, marketing and product 

development. 

Table 5.1: Participants in the study736 

 

                                            

736  Bauer-Leeb, Lundqvist (2011) 
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Table 5.1 above provides a brief overview of the participant’s name, background 

and level of experience, ordered by country of residence. They are further listed in 

the order they were teamed up together (from left to right, each line representing one 

pair) for the discussion meetings. 

Each of the profiles illustrates the participants’ backgrounds and professional 

experience, their current endeavours, their experience with and view on social 

entrepreneurs and business angels, and personal characteristics, such as their 

personal driving forces, fears, and expectations. 

Concerning personal driving forces all participants were asked during the 

discussion meetings to determine their personal list of driving forces based on a set 

of 14 cards, which had been prepared in advance. The driving forces that were 

included in the set of cards intended to represent typical themes of describing 

motivation in the fields of social entrepreneurship and business angel investing. They 

were derived from literature on behavioural science, social entrepreneurs, and 

business angels and had further been informed by data and experience gathered 

through the background interviews with the Swedish participants previous to 

discussion meetings. The set included the driving forces of “personal belief”, 

“change”, “innovation”, “doing good”, “social impact”, “environmental impact”, 

“providing for my family”, “money”, “profit”, “to be remembered for something”, 

“idealism”, “solidarity”, “responsibility”, and “obligation”. Participants were further 

presented the option to include cards of their own (blank cards were provided 

accordingly), in case they missed any of their personal driving forces in the 

preselected set of cards. Four of the participants chose to include additional cards. 

Participants were told to make a selection of their own, arranging the cards how they 

seemed fit, and to use as many or as less cards as they wanted. 

The results are displayed in diagrams made from photographical representations 

showing how participants chose to sort and arrange the cards. A colour code was 

included to enhance understanding of the selections. Green cards represent driving 

forces selected by the participant, red cards represent those discarded. Blue cards 

represent driving forces added or amended by the participants. Numbers on the 

cards indicate the rank each driving force takes within the structures, where 

applicable. In case of cards showing no number, the participant has not given any 

emphasis on how to rank the driving forces selected.  
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Furthermore, every profile displays a fact box containing basic facts about the 

participants, including name (in one case this is a pseudonym requested by the 

participant), age, country of origin, country of residence, profession, and a personal 

quote, which highlights the participant’s current position towards or understanding of 

social entrepreneurship. 

All profiles have been revised and approved by the participants. 

Note regarding notation used for referencing to empirical data throughout chapters 5 “Profiles”, 6 

“Analysis”, and 7 “Conclusion” 

All references follow the structure: source of data (background interview BI or discussion meeting 

DM) – participant (two letter initials) – three digit code referring to number of statement. 

Example: BI-TO-030 would refer to Tony’s statement #30 in the background interview, DM-SP-112 

would refer to Selma’s statement #112 in the discussion meeting. 
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5.2 Tony737 
Tony was born and raised in 

Sweden and currently lives there 

with his family. While studying 

economics, he started his 

entrepreneurial endeavour by 

founding a staffing and recruiting 

company together with two 

student friends in the late 1990s, 

helping their fellow students to obtain jobs. This company grew successfully to 

become one of the biggest of the industry in the Nordic region. Tony is not longer 

operatively active in this company but still holds a stake and assumes a strategic 

advisory role. He began to invest in unlisted private companies providing money and 

expertise,738 classifying him as business angel according to the definition available to 

us, though he dissents from this view. “I don’t see myself actually as a business 

angel. Because my view on doing investments is not based on financial issues, more 

of heart issues.”739 He has accumulated 10 years of experience as an entrepreneur 

as well as a few years as investor.740 Tony is fully aware of the phenomenon of social 

entrepreneurship and considers many of his investments are located in this area,741 

though he admits that he has difficulties to define it.742 He is dedicated “to create 

companies that fulfil a need, [...] making a difference in the world, [...] that do good for 

people around the world.”743 His investments mainly include companies in the sports, 

health, and educational sectors in Sweden, though he pondered investing for 

instance in the US, but due to various issues such as tax and regulations refrained 

from doing so.744 

Tony regards himself a “driven and creative, visionary, fast to action, decisive 

kind of guy.”745 He believes others perceive him the same way,746 though he 

                                            

737  Name changed by authors upon participant’s request to remain anonymous 
738  cf DM-TO-012 
739  BI-TO-001 
740  cf DM-TO-012 
741  cf BI-TO-001 
742  cf BI-TO-020 
743  BI-TO-018 
744  cf BI-TO-054 
745  BI-TO-028 
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concedes that he has changed considerably over the last years, for he embarked on 

a journey of self-discovery some seven years ago, with a very intense phase for the 

last 2 ½ years.747 Tony reflects that before he entered this process of self-reflection 

he was much more egoistic and concerned about building up the company, achieving 

certain goals, and making money, instead of “enjoying the ride.”748 “I had an idea that 

money would make me happy. And eventually earning a lot of money, it really wasn’t 

it. So I’ve been a seeker for a long time [...] trying to figure out what to do.”749 His new 

self-image reflects also in his understanding that business, which is deemed good or 

socially sustainable, is “taking away the ego part of doing business.”750 

He refers strongly to this self-discovery as a life-changing event, learning about 

himself and his behavioural patterns and motives and providing him with a more 

holistic view of the world.751 It further triggered his interest in making “social 

investments that I would probably not have done before, and I would absolutely not 

have done it the same way I go about now.”752 Other important events were meeting 

his friend with whom he started the staffing company, and meeting his wife. Tony 

says it “was absolutely key for the business and also for me, and the way I’ve 

developed as a person”753 that he met his friend and started the business with him. 

They worked together as “wing-mates taking this company to the point where it’s at 

today”.754 His wife “contributed to my world”755 providing “a stable foundation at 

home”756 and raising his awareness of different perspectives.757 

Tony is driven by the desire to support social entrepreneurs. “I want to help 

people build their business, but I have no need for dividends or payoff of these 

investments”758 because “at this point my driving force is to do good.”759 Hence, 

people to him are the pivotal point of any business success. “You need passionate 

                                            

746  cf BI-TO-030 
747  cf BI-TO-044 
748  BI-TO-032 
749  DM-TO-012 
750  BI-TO-020 
751  cf BI-TO-042 
752  ibid 
753  BI-TO-038 
754  ibid 
755  BI-TO-040 
756  ibid 
757  cf ibid 
758  BI-TO-001 
759  BI-TO-018 
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people to run [a company]”760 successfully. He strongly relies on his gut feeling when 

deciding to invest, saying it needs to “[feel] good on a personal level with the people 

doing business. That’s important, the personal chemistry. And that the idea is 

good.”761 

Figure 5.1: Tony’s driving forces. Tony clustered a set of driving forces that are key to him on the 

left hand side, adding two new cards (“fun”, “to be real”) and amended the card personal belief by 

adding “passion” to it. He emphasized that these key driving forces do not have any particular order 

but each of them may have more or less importance over time, depending on the concrete situation or 

project he is in at a particular point in time. Tony did not mention “innovation” and “change” at all, while 

he cared to explain his reasons to exclude all other cards.762 

 

He clearly distinguishes between charity and social entrepreneurship. The latter 

has to prove successful business-wise, i.e. it must have the potential to become self-

sustained. Tony states, “I want [my investments] to be socially sustainable, but [they 

                                            

760  BI-TO-056 
761  BI-TO-088 
762  Bauer-Leeb, Lundqvist (2011) 
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also need] a business model that really could work”763 and “If it’s called 

entrepreneurship in my book you must be able to make money”764. However, it is not 

important to him to get money back from an investment, but that the company he 

invested in survives in order to be able to help more people. Tony applies a long-term 

perspective with all his investments, and he shows no interest in exiting an 

investment, which distinguishes him from the typical business angel. “What I go into 

is for life. I don’t have the horizon or vision to sell anything that I invest in, but more 

like to invest and develop and contribute until I pass away.”765 
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5.3 John Higson 
John was born in Northern 

Ireland as son of an Irish catholic 

mother and an English protestant 

father.766 John grew up in Belfast, 

and then moved to the Midlands 

in the UK.767 The first time he 

visited Sweden was in the 

1980’s. At university he studied 

psychology and got into branding. Later, as he pursued a career in branding, John 

got a commission from British brewing interests to start importing draft beer to 

Sweden, with the goal of breaking up the government’s alcohol monopoly on this 

product – which he succeeded doing.768 John says that, in what he refers to as 

“almost a mini-religious experience”769, he suddenly realized that he “was creating 

value for products that lack value”.770 He started to question what he was doing with 

his life and travelled the world in search of meaning. One day he met a Buddhist in a 

field in Sweden. “[The Buddhist had a hell of a lot of horseflies all over him. They 

were biting him, and he just picked] them off really calmly. He was focused about 

what he was doing. And I was killing them all over the place. […] There was a 

cemetery of dead horseflies in front of me.”771 There and then he had a deep insight, 

“I was racing around after this next kick and this next thing. But I wasn’t truly centred 

in what I was doing and I didn’t have this inner calm”772. Some time later he had a 

dream, “I was floating in a huge sea, and everything, the water and the sky was blue, 

and there was no horizon. I moved my little finger, and this wave went out from me. I 

was struck with the knowledge that every tiny thing I do has an effect around me.”773 

After this dream he decided to abandon his branding business “and start to work with 

things that had value but don’t quite often manage to express or communicate [it].”774 
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John’s next venture was the creation of the Swedish Farmers’ market brand, 

Bondens egen marknad. This led him to a new discovery, a conviction that our 

greatest wasted resource is the people in our towns and cities and the knowledge, 

compassion, professionalism, and common sense they have. John elaborates, “by 

including them in the process we could achieve many of our most heartfelt desires – 

how we really would like the world to be”.775 John believes that most peoples’ desire 

is to create a good life on a stable platform, and a good future for their children.776 

John also considers this in stark contrast with how corporations act solely in their 

own interest, often at citizens’ cost.777 He explains that these insights are now the 

“bedrock”778 of his current work within community planning and the development of 

empowerment platforms,779 where experts and civil society together outline and 

develop their communities780. “All my businesses are sustainable empowerment 

platforms seeking to push sustainability, to involve as many people in the process as 

possible and put them together with the relevant experts who can help them realize 

their full potential.”781 John explains further, “In this kind of process I’m looking to 

make a win-win a win-win-win-win-win-win all over the place.”782  

Describing himself John states, “I work with creating empowerment”.783 He says 

that he has discovered that empowerment is his gift and driving force in life, “When 

you realized what it is that you can do you haven’t really got any excuses. It’s just to 

go out and do it. […] I ripped up a fairly successful career and decided to go and do 

my gift, what I’m good at. That’s my driving force.”784 Johns says that such topics 

might not be something you would think about much, “these are things that just come 

to you, they just land in you”785. He describes it like scrabbling about wondering why 

he maintained a feeling of dissatisfaction, “You can look and look and look, and then 

all of a sudden it becomes apparent”.786 He supports this feeling by the notion of 
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looking around and asking, “What’s needed?”787 – which he answers with 

empowerment.788 John’s other driving forces are “environmental […], social and 

cultural impact”789, along with economic sustainability – “long-term profit is 

important”790, and further “doing good”791 and “enjoyment and health”.792  

Figure 5.2: John’s driving forces. John very decisively arranged a cluster of three levels adding 

and amending cards. Though „environmental Impact“ is placed on the second level, he connects it 

strongly with social and economic sustainability, represented by „social impact“ and „profit“. He further 

adds another dimension, which is cultural impact, and explains profit to be meant long-term profit 

only.793 

 

John is cautious about doing good, for “in many cases you may feel that you’re 

doing good, and you may, in fact not be doing good”794. In order to ascertain whether 
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you are doing good, “you have to trust your inner compass. [And] talk to as many 

different people as well, […] really having an open discussion forum.”795 In 

connection with  “enjoyment and health” John finds a driving force in “[working 

together with] really cool groups of people, very exciting people – not people, who 

always see eye to eye”.796 He preferably works with “a large network of people with 

polarities and different wills, but who are more or less on the same track,“797 because 

“polarities create a huge energy and a huge potential.”798 

Even though John recognizes that others label him a social entrepreneur he 

would not define himself as such.799 John describes himself as a “visionary 

entrepreneur”800, “I’ve got my idea […] and I’m […] creating business around it. 

Through empowerment there are lots of business opportunities that throw 

themselves up. I just keep on my path.”801 He explains further, “I’m an entrepreneur 

and I do like money. But I’m not money driven in the first way. I’m counting the 

bottom line, but not for the bottom line’s sake. I’m counting it to be able to do what I 

want to do.802 He believes others would describe him as stubborn and “a bit of a 

creator”.803 
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5.4 Anna-Carin Månsson 
Anna-Carin was born and 

raised in Sweden and today lives 

in Stockholm with her family. She 

finished her studies in 

international economics at 

Linköping University and became 

an entrepreneur after her 

graduation. She established a 

company together with a friend that provided services to Swedish companies 

expanding to Germany. Anna-Carin successfully grew, sold, bought back, and sold 

again her first company. She holds more than 15 years of professional experience 

working as an entrepreneur as well as holding top management positions, among 

others as CEO of an e-commerce company. About 10 years ago Anna-Carin began 

to invest as a business angel.804 Her involvement in research programmes on female 

investors and entrepreneurs raised her awareness of a lack of women business 

angels and women entrepreneurs, triggering the foundation of Theia, a business 

angel investment fund run by Anna-Carin and two other women as co-founders and 

partners.805 Today Anna-Carin holds investments in several companies across 

different industries, some of them social entrepreneurship ventures, providing 

support and advice as member or director of the board. She further is a member of 

the Swedish Venture Capital Association and involved in an innovation programme 

for Swedish universities.806 Though being a business angel herself she views venture 

capital also critical, “Everyone goes ‘woohoo’ about venture capital and it’s 

considered to be very good. I say, be a little bit careful. You have to decide what you 

really want to do in the long run.”807 

Anna-Carin regards herself an achiever and believes this stems from her youth 

when she was a tennis player. “I won the European and national championships as a 

junior.”808 Other personal qualities she uses to describe herself are “quite brave [...] 
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and outspoken”809, and being “good with people”810 especially in terms of motivating 

them – “I’m good at getting others to deliver.”811 She believes that she entertains a 

pronounced instinct for business and innovation, recognizing “business opportunities, 

[...] new ways of doing business”812 and having talent in “selling and marketing”813. 

Anna-Carin “can be very enthusiastic”,814 especially if she sees talent and potential in 

an entrepreneur and the idea, but she can equally be very realistic and harsh, 

particularly when evaluating a business plan and the growth potential of an 

entrepreneur’s idea.815 It is important to her to be independent, because “I don’t have 

to take into account to be loyal to someone else, which makes me very neutral.”816 

Her father had very strong and positive influence on her, for he “really believed in 

me”817 and her abilities, giving her the confidence that enabled her to become a 

successful entrepreneur and business angel.818 Anna-Carin likes to face “difficult 

times, [...] Because then you come up with new solutions, [...] you are forced to think 

out of the box”819 showing talent for the mastery of tenacious challenges and getting 

an opportunity to learn.820 Another very important factor influencing her life is her 

family. She believes having the right partner helps a lot in dealing with life’s 

adversities. Her husband is also an entrepreneur, making him sensible to her day-to-

day business as well as private issues.821  

For Anna-Carin the most important motivation as a business angel is working 

with people. “I think the overall importance is the entrepreneur.”822 She looks for skills 

and qualities of ability, execution, focus,823 and braveness, because entrepreneurs 

have to “make way, take risks, and [must not be] afraid at all.”824 She further sees the 
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main reason of failure in “bad management. Always bad management.” 825 Trusting 

and liking each other further inform this particular aspect. Furthermore Anna-Carin is 

driven by a desire “to learn new things. That’s why I [do] not very often repeat 

[investments in the same area of business.]”826 Creation, growth, development, 

change, and diversity are essential ingredients for Anna-Carin827, and having fun in 

accomplishing your objectives. “It’s really fun. It’s good fun. I like it, a lot.”828 

However, though her main drivers are people, learning, creation, and fun, money 

plays a crucial role as well. “If I invest money of course I want to get money out of 

it.”829 She views money as a trademark of success830 and a means to creation. “I like 

money because I can do something about things. It’s not interesting to just gather it. I 

think it’s interesting to use it.”831 

 

Figure 5.3: Anna-Carin’s driving forces. Anna-Carin made two clusters, but was not discussing or 

explaining all the terms. The top cluster includes her main driving force „providing for my family“, which 

is the only numbered card. All other drivers in the top-cluster are also important to her The bottom 

cluster contains terms that are partly included in the meaning of the terms of the top cluster.832 
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Based on her own rich reservoir of experience Anna-Carin strongly believes that 

it is advisable and even necessary to have peers around you that share your values, 

visions, and views, because in difficult times you need to be able to rely on close 

friends that you can trust and who can help you out. In order to be able to work 

professionally as an entrepreneur or business angel it is vital to have the best people 

around oneself, because no one can do everything on their own.833 She always used 

to work with close friends, starting her own business in the vicinity of companies that 

were founded by other student friends of her. This pattern continued when Anna-

Carin made her first investment as a business angel in a company run by a friend of 

her.834 For Anna-Carin teamwork is the essence of success. “No one will invest in [a 

single] man or woman. It has to be a team, and the team has to be strong.”835 It also 

helps to retain a sense of realism and it allows sharing the daily troubles and sorrows 

that eventually will come along the way.836 
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5.5 Sebastian Stjern 
Sebastian was born into a 

family of entrepreneurs in the 

small coastal town Grebbestad in 

southwest Sweden. Sebastian 

describes himself having been an 

entrepreneurial child, working 

different summer jobs. 

Recognizing how hard his 

parents had to work, Sebastian felt during his late teenage years that he wanted to 

embark on another track than his parents and ended up studying electrical 

engineering at the University in Norrköping.837 After finishing his studies he worked 

as a project manager within safety and security in the automotive industry. Sebastian 

describes that he has always had a “social passion”.838 In his spare time – when still 

working in the automotive industry – he started a project at the local library to support 

children prepare their homework839, additionally he took political science classes to 

learn more about society.840 When the recent economic crisis hit the automotive 

industry in 2008 Sebastian detected an opportunity to try something new. He 

accepted a severance package and left the industry. During this period he felt that he 

wanted to do good, which he felt there was no room for in his previous job.841 During 

the grace period after having accepted the severance package Sebastian and his 

founding partner Lina Svensberg came up with an idea that comprised both doing 

something new and good. The idea resulted in the foundation of The Fair Tailor, a 

company selling fair-trade custom-made shirts sewn by a social organization in Nepal 

to Swedish customers via an online store. Setting up production and going online 

took roughly one year.842 Shortly after the launch of the online store The Fair Tailor 

was contacted by the Swedish venture capitalist Sätila, which bought 40% of the 

company, taking only a few weeks to closing the deal843. According to Sebastian the 

deal between The Fair Tailor and Sätila is one of a few known venture capital 
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investments in social entrepreneurs in Sweden.844 Sebastian has now moved from an 

operational to a strategic position in the company.845 He remains a major shareholder 

developing the company further.846 The company is currently issuing a second round 

of shares and Sätila is putting in more money847, confirming Sebastian’s success. 

“That is fantastic for the company, but also for me as a person. It proves that we’ve 

been on the right track with what we’ve been doing”.848 Sebastian, who defines 

himself as a person inclined to start-up new ventures rather then managing them for 

an extended period of time, is now looking to set up a new venture. He aims to 

support other social entrepreneurs in the process of establishing and growing their 

ventures more rapidly and efficiently through a programme offering mentorship, 

advisory board, and expert help from professionals within e.g. corporate social 

responsibility.849  

Sebastian refers to himself as a creative, adaptable, and flexible organizer who 

can balance different roles’ requirements, “In some situations I am definitely the 

creative one, and in other situations I might take the role of an organizer instead. 

Generally I adapt to the environment that I’m in. If I see that everybody here is that 

way, then we need to balance it. So, I take on a different role.”850 Sebastian believes 

this ability makes him difficult for others to describe851, “[It] depends on the context. I 

think different people would describe me quite differently”.852 Sebastian describes his 

strengths to include an ability to associate freely – letting the mind make connections 

that are not always apparent to other people, as he believes853; to manage the daily 

business also when it’s a heavy struggle, which he refers to as “walking the extra 

mile”854. Sebastian elaborates, “[I’m] good at walking uphill with a heavy backpack. 

That’s a good thing when it comes to running a business”.855  
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Figure 5.4: Sebastian’s driving forces. Sebastian made three clusters. The first on the left hand 

side is numbered to indicate groups of words and their importance or order to him. The second cluster 

on the top right hand side contains five cards describing driving forces that are also important to him, 

but which he did not rank or discuss at large. However, he mentions that money and profit are linked 

with each other, and pus them on top of the second cluster. The third cluster contains two words which 

he removed already at the beginning, „obligation“, and „providing for my family“.856 

 

One of Sebastian’s driving forces is to do good, which to him is “to make the 

world a little bit better”857 through doing the right thing, to stick to your passion858. He 

draws a parallel to his previous work in the automotive industry where he did not 

believe in what he was doing, “if I have a passion for something, I can do much 

more”.859 Sebastian expresses concern that in attempting to do good a situation 

might even get worse, “I might be wrong every single time I try to do good. But if I 

don’t do it, nothing will be done.”860 He is also cautious, as “things may not work out 

the way you planned”.861 Sebastian considers money only a secondary driving force, 
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“[…] to some extent money – but just for basic levels”.862 Sebastian is confident that if 

he really needed money he could get a regular job, but “as long as I don’t get that 

desperate, I should continue doing what I have a passion for.”863 Money and profit 

are important to Sebastian because he feels he can use them to achieve greater 

impact, up-scale and develop his projects to new levels, "It’s not a driving force for 

me to become rich of my projects. My driving force is rather to make money that I can 

invest in other projects. I wouldn’t be happier if I had two million in the bank, but I 

would be happier if I had two million to invest in other projects“.864 Sebastian 

describes himself as a habitual problem solver, “I really like to solve problems, it’s 

almost compulsory. I can’t really help myself sometimes.”865 Sebastian feels that his 

privileged situation, being born in Sweden and receiving free education, combined 

with his capability and confidence of contributing to change – adds another driving 

force namely responsibility. He perceives this to be closely connected to idealism and 

solidarity,  “I’ve worked a lot in Nepal and I’ve seen the situation there, and I feel that 

I have the possibility to [show] solidarity.”866	  
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5.6 Selma Prodanovic 
Selma was born in Sarajevo, 

Bosnia-Herzegovina, and raised 

in different countries in Europe 

and Northern Africa. She 

attended a French school and a 

US university both in Spain. 

Since 1991 she lives in Vienna 

with her family. More than twenty 

years of experience in business development especially from the creative industries 

determine her career, both working as an employee and as an entrepreneur. She has 

developed Brainsworking, a strategy for sustainable business development based on 

connecting people and bringing them together to enable transfer of knowledge from 

wide fields of experience. This concept of “brains working together”867 constitutes the 

foundation of her company, Brainswork, where she holds positions of CEO and CNO, 

Chief Networking Officer, a role Selma was among the pioneers to introduce868. She 

is the founder of IncrediblEurope, a platform committed to change and innovation, 

and Business Angelinas, a network dedicated to bring together and educate 

especially potential (female) business angels. Today Selma is active in a wide area 

of businesses, from running her own company, performing as a board member and 

chairwoman of several organizations, lecturing, to investing as a business angel, 

mainly in entrepreneurs and companies active in the creative industries, but also in 

web-technology industries. It is very important to her that the companies she invests 

into achieve social impact. “I certainly have a specific affinity to social 

entrepreneurship [...] and I’m probably seeking it [...] because basically all of the 

businesses I’ve supported [or] invested in have some social component”869, though it 

is difficult to address this kind of responsible investments, usually attaining rather 

negative reactions: “That’s something people don’t like.”870 Still, she is quite 
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optimistic regarding the future and believes that “every business will have a social 

impact, and every investor will also be a social investor.”871 

Selma refers to herself as a solution-oriented, “optimistic”872, and “passionate 

connector”873 of people and ideas, who thinks strategically and recognizes solutions 

rather than problems.874 She likes to “explore limits”875 and enjoys experimenting and 

discovering, but had to learn to become more patient.876 From her point of view she 

believes others may perceive her as visionary, hands-on and solution-oriented, 

friendly and interested in social matters, but at the same time perhaps as eccentric, 

because both as entrepreneur and as investor she pursues ideas that could be 

deemed outside the regular investor’s or entrepreneur’s typical range of 

operations.877 

Change is a pronounced and distinct factor influencing both her private and 

professional life. “On average I changed schools every two years because I’ve 

changed countries, and every time I had to start all over again”.878 This has not only 

resulted in an enthusiasm for “starting things”879 but also made her highly aware of 

cultural context. She became a fast and adaptive learner and successfully mastered 

all challenges ahead.880 Selma perceives change positively, “I think it’s very exciting 

to go through that [process of change]”,881 for it enables growth, both personally and 

with regards to business.882 
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The birth of her children and running a family taught her organization, time 

management, setting priorities, and dealing with crises, which she considers very 

important for running a company and investing in young firms. Going back to work 

after the maternal leave turned out to be more difficult than she had imagined. “There 

was no box for me, there was no job for me. Nobody really wanted me although I had 

– theoretically at least – everything a company would dream of.”883 This experience 

however triggered a reflective process in which Selma asked herself critical 

questions as to what she really wanted resulting eventually in her becoming an 

entrepreneur and the foundation of her company Brainswork.884 

Figure 5.5: Selma’s driving forces. Selma organized important driving forces in two clusters, going 

from bottom to top and thus depicting two particular aspects in her life, one being business (on the 

right hand side), one private life (in the middle). The third cluster on the left hand side contains those 

driving forces Selma disregarded as not applying to her.885 

 

Selma’s main driver as a business angel is her passion for and belief in people 

and her desire to support them in the development of both, their business and their 

personal skills,886 “even if it’s not a good business, but the idea in general is ok [...] 

I’m here to make it a business.”887 She tends to invest at rather early stages of a 

company’s lifecycle, often lacking a business plan. Hence her investment decisions 
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are mostly based on intuition and an appraisal of the entrepreneur’s 

characteristics.888 They need to show that there is “really passion behind it, 

perseverance, [...] and drive.”889 Money plays a subordinated role on her list of 

driving forces – “I’m not after making money fast”890 – though Selma concedes “that 

making money is very important, not only for [the entrepreneurs] but to me so that I 

can invest in more of that new businesses.”891 

Selma also criticizes the overly importance many people ascribe to money, 

including investor’s, entrepreneurs, and the society in general. This reflects in a 

distinct assessment of different forms of contribution, leading to an imbalance 

between monetary and non-monetary forms of investments. “If somebody invests 

money in you, you’re ready to give them part of your company, but if somebody helps 

you out – nothing.”892 Though she acknowledges that “there is a slight value change 

happening with the crisis that we had”893 she criticizes that “the values did not 

change at a pace and dimension I would have liked”.894 Society “very fast returned to 

the classical consumer approach”895, which she deems cannot be maintained much 

longer, for we need to become aware of a limited availability of resources as well as 

a limitation to constant growth that is understood in an old-fashioned way. 
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5.7 Hilary Warmoth 
Hilary was born in Nairobi to 

military parents and educated in 

France.896 After school Hilary 

started a degree, had her two 

children, and was a very active 

mother outside of parenting. One 

day she came across an advert 

for a training-course for women 

with “unmet potential”897 who wanted to go into management. Hilary was chosen to 

attend the training-course and says it changed her life, “[It] was fantastic, it gave me 

the confidence and a sense that I could do what I thought I was capable of”898. After 

the course her career progressed quickly, “I had almost supreme confidence, and 

every time there was a challenge my head was the one that came above the wall and 

said, ‘I can do it. Why not give this to me?’”899  

Hilary has been working in the field of economic development, vocational training, 

and entrepreneurship, first in the public sector, and later the private sector. There 

Hilary helped grow a company from 70 employees to over a thousand 10 years later 

and eventually found herself in a top management position in the Middle East.900 

Hilary believes the company she worked for would today classify as a social 

enterprise, “The owner’s motivation was to do good and to build a business at the 

same time”.901 Hilary reflects on the private sector’s ability to serve people’s needs, “I 

[…] saw that there were people who needed a lot more than we could offer with our 

private sector hat on – [we were mainly focusing on] making profits”.902 Hilary also 

saw the company change, “By the time I left, the motivation of that business was 

purely profit”903, “The ethos of the business changed”904. Hilary went back to 

university to do an MBA specializing in international development. She recounts “[the 
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studies] showed me that my private sector experience was absolutely valid in the 

field of international development. It really gave me a lift.”905 Hilary describes the 

company she worked for previously to her MBA as a very competitive environment, 

“You were very much on your own. For me, the MBA course pulled me back into 

valuing and trusting people.”906 

Hilary is currently working as a consultant for UNIDO907 in Pakistan in and out of 

Vienna.908 At the same time she is setting up her own social business.909 She feels 

that she has come to a point in life where she can use her knowledge and experience 

to do good and “to make a difference in people’s lives”.910 Hilary has confidence in 

her skills to run a successful business and identifies her biggest challenge now being 

to “just go for it”911 and start the business. Hilary’s idea is to provide leadership and 

management training for the premium market in India.912 She identifies huge demand 

and believes this business will generate profit, which subsequently can be reinvested 

in the business’ social programmes providing specific skills development to the poor, 

enabling them to “lift themselves out of poverty, as opposed to doing it for them”.913 

She estimates that by 2020 twenty thousand people could be lifted out of poverty in 

India with support from her business.914 Hilary says, “[This] gives me an adrenalin 

rush. It’s about working in a commercial environment and [using] the results of that to 

do some good”.915  

Hilary neither labels herself as a social entrepreneur nor as an entrepreneur. She 

feels that one cannot call oneself an entrepreneur before actually having started 

one’s business. For the time being she views herself rather a thinker and as 

someone who always wanted to set up her own business.916 Hilary says that she 

does not have any friends who identify themselves as entrepreneurs or business 
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angels, “I don’t have anyone I could go to and say ‘So, how did you do it? What was 

it like for you?’”917  

Figure 5.6: Hilary’s driving forces: Hilary is driven by a passion to do good, which she wants to 

achieve through change and innovation. Profit is important to her in order to sustain her social 

entrepreneurial venture.918 

 

Hilary identifies her driving forces as “doing good, change, innovation, profit, and 

responsibility”.919 She feels that “environmental impact is a given”920 driving force, 

and she would not set out to do anything resulting in a negative environmental 

impact, but also expresses that the topic itself is not very high on her agenda. She 

says that earning lots of money is not a driving force, “I can maintain [an OK standard 

of living] without having to earn stacks of money.”921 But she also clearly points out 
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that she is not profit averse, “It’s what you do with that profit that counts, not whether 

you earn it or not.”922 

Hilary describes herself as a “doer”923 being “driven, exact, [and] setting high 

standards”924, also “introspective, good at networking”925 and highly valuing 

continuous improvement processes926. She worries about being a perfectionist and 

believes this may be her downfall. She says that it is considered her key strength that 

she can work both strategically and operationally.927 Hilary states that she has a very 

high sense of integrity, “I cannot stand by and not say anything, if I think that people 

are behaving unethically.”928 She also refers to herself as “a bit of a control freak”929, 

but also points out that she “thrives in uncertain situations”.930 She prefers being “at 

the top of an organization”931 but also finds it important to work together with other 

people932, preferably in an environment that is “fluid [or] flexible”933. Hilary says that 

she has a passion and love for people development934, “[…] it’s about growing people 

not businesses.”935 
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5.8 Johann Hansmann936 
Hansi was born in Austria and 

studied economics in Vienna. He 

spent the major part of his 

professional life working as an 

executive in the pharmaceutical 

industry in Austria, Germany, and 

Spain. He gathered several years 

of entrepreneurial experience 

running a pharmaceutical production facility in Spain after conducting a management 

buy-out, making an exit in the early 2000s. Since this time he is active as investor, 

regarding himself a business angel conceding with the typical definition. “Whenever 

I’ve heard something about business angels or seen a definition of what a business 

angel is like, I identify myself quite much with that.”937 However, he also identifies 

himself as entrepreneur938 detecting similarities between being a business angel and 

an entrepreneur. “What I’m doing [as a business angel], I’m very much involved in 

that business, not operationally, but 100% strategically”939 supporting his investee 

partners covering their skill gaps.940 Currently Hansi holds about eight investments as 

a business angel across several industries, including health care941, diverse Internet 

businesses942 from luxury goods943, language training944, to private insurance, with a 

geographical focus on Austria, Germany, and Spain.945 He greatly enjoys his current 

profession, “[I’m] extremely happy with what I’m doing.”946 Today he lives in Vienna 

with his wife after having moved back to Austria a few years ago, though he travels 

frequently to visit his investees and ride his mountain bike.  
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Hansi is aware of the phenomenon of social entrepreneurship, however, he did 

not yet consciously consider investing in such business947 nor would he classify one 

of his investments being a social business, though some of them may convey “some 

social factor.”948 He rather seeks to assess if an idea turns out to be “a nice 

business”949 and asks, “Do I like the business?”950 Which may be the case if Hansi 

can detect “huge potential”951 of a project in the sense that it is “scalable 

business”,952 but also if it “maybe [carries] some aspects of social 

entrepreneurship.”953 

Figure 5.7: Hansi’s driving forces. Hansi used all cards and further added his most important 

driving force, “fun”. He structured the cards into four clusters, from left to right and top to bottom. The 

first cluster reflects his understanding of being a business angel and shows what is most important to 

him in investments. The second cluster contains driving forces he ascribes to social ventures, which 

are nice to have but not mandatory for an investment decision. The third cluster only contains “profit”, 

though he links it closely to “money”. The fourth cluster includes driving forces not important to him.954 
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His main driving force in both life and business is fun.955 “The driving force behind 

that is not, and that’s very clear, to earn money.”956 Rather he wants to “spend time, 

have fun with young people who I like, who I can help to develop their skills.”957 Hansi 

wants to contribute to the creation of new business and see them grow. He compares 

investing with playing a game, which objective is to outperform competitors by 

adapting to the rules of the game in a superior manner. Hence money is just an 

indicator of success, “a consequence.”958 

According to viewing his investment activities as participating in a game he 

concedes to be very competitive in everything he does.959 He further describes 

himself as a quiet and balanced person, as well as being a quick decision maker.960 

He acts in a controlled manner961 and believes others perceive him in the same way. 

Hansi emphasises that control of his own time and freedom are paramount to him.962 

This roots in his experience of running a pharmaceutical plant in Spain, which 

required him to work very long hours over an extended period of time, often due to 

external factors he could not influence or control. Hansi describes this situation as a 

lack of fun. “It was not just fun, that’s the problem. If it was just fun – and just fun 

means ‘Ok, it’s my company’ or somebody is authorizing me to make all decisions 

and leaves me alone – that’s real fun. But it wasn’t like that.”963 

People are the main influencing factor informing his investment decisions. He 

pays specific attention to two aspects, one being personal chemistry and the other 

being professionalism of the entrepreneurs. “The first aspect is the personal aspect. 

There must be a good feeling. [...] I have to like these people and they have to like 

me. [...] The second one is that I have to be quite sure about their professional 

capacities.”964 These capacities are determined by “what the project requires”965 and 

include specific knowledge as well as financial, organizational, and other necessary 
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expertise to run a company.966 An assessment of the required characteristics is 

largely based on intuition, though he believes to be rather quick in this process.967 

Though he asks for a business plan, he mainly uses it to “understand the key points 

of the business”, because in terms of figures and projections Hansi is convinced that 

the “business plan you get as a business angel is always inflated.”968 Hence he 

makes his own valuation based on his own revision of the business plan.969 

Describing some life-changing events that brought him to where he is today he 

says the first was his decision some thirty years ago to seek employment in the 

pharmaceutical industry, based on a comparison of the development potential of 

industry-specific salaries. The second was to go abroad in the early 1990s to further 

push his career working on executive level,970 which eventually led him to become an 

entrepreneur through above-mentioned management-buyout. Working long hours for 

several years he decided in the early 2000s “that I’m not going to do that for the rest 

of my life.”971 Hence he was seeking to conduct an exit, finally triggering his 

investor’s career.972 

                                            

966  cf BI-HH-056 
967  cf BI-HH-084 
968  ibid 
969  cf BI-HH-184 
970  cf BI-HH-088 
971  BI-HH-090 
972  cf ibid 



  165 

5.9 Sylvie Chin 
Sylvie was born in France 

and has been working in France, 

Germany and Austria.973 She was 

educated at the Université de 

Marne-la-Vallée, Université de 

Paris X-Nanterre and ESCP 

Europe Business School, 

receiving degrees in business, 

economics, and management. Sylvie has previously consulted telecom, accounting, 

and software businesses with a focus on marketing, social media, sales, customer 

relationship management, and e-business.974  

Sylvie is currently setting up her own business975 and reflects on the events 

leading up to this, “14 years ago my father died of a heart attack. It was […] a shock 

for everybody, he was living healthy except that he was eating too much meat and 

had too much cholesterol in his blood – one of his arteries got blocked and he died. 

[…] I thought ‛If I can do something meaningful in my life one day, [If I can] save one 

family [from] the fate we had – then it would have been worth [coming] to this 

world.’”976 Sylvie says she wants to make people aware that they can be “healthy or 

sick depending on the food they eat”977. To benefit from this insight she decided to 

start a food franchise. Thus she quit her consulting job and started an Austrian 

affiliate of Morgengold.de978, a breakfast delivery service, in Vienna. She was 

successfully running this business with sales growing exponentially, but could not 

hire a sufficient number of employees to serve the demand. Consequently she had to 

start filling in the night delivery shifts as well as heading the company during the day, 

resulting in severe health problems. “I got a burnout after two months. […] I got really 

sick, I had to step back.”979 Sylvie says she had to learn to take better care of herself, 

“I really worked on myself. […] I got more into meditation. [I worked on my] personal 
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believes. […] It was a crisis, but at the same time I came out […] much stronger.”980 

This reinforced Sylvie’s conviction that stress can make one sick and eating the right 

food can make one feel better.981 After the burnout Sylvie went back to consulting but 

the idea of running her own business kept coming back982, “When you’ve been an 

entrepreneur it’s difficult to fit in the typical hierarchical pack of companies. I quickly 

found out that I had to do something of my own again”.983 She quit her job, took some 

freelance work to have more time to think about her ideas, and in August 2010 she 

felt that she had come to a point where she could start devoting all her time and 

energy to her idea.984  

The goal with Sylvie’s business ClearKarma985 is to make the consequences of 

people’s actions transparent. The business builds on a software application running 

on mobile phones, which provides the user with food related information: translations, 

ingredient labels, food safety and product origin information, and whether a certain 

product may lead to health problems or allergic reactions connected to the user’s 

food requirements. The target group comprises of people with allergies or other 

specific food requirements. Since October 2010 Sylvie has been in discussion with 

investors, participated in crowd funding events, and was invited to speak at 

conferences.986 Sylvie labels herself an entrepreneur987 and only recently got 

introduced to the term social entrepreneurship, “[Through The Hub in Vienna988 I 

found] models and role models for social entrepreneurship. […] I was just doing what 

I thought was right for myself and for other people.”989 She says that the social 

entrepreneurship box is nice to be put in, though she is “not too picky about names or 

roles.”990  

Sylvie sees that the change she wants her business to accomplish has a 

systemic nature, “If you change something […] it could have a domino effect. [But] 
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you cannot change other people, […]. [You can only change yourself], and […] 

become a role-model.”991  

Figure 5.8: Sylvie’s driving forces. Sylvie made a list starting at the top right position running top 

down from right to left. While explaining she disregarded “obligation” and “to be remembered for 

something” as not important to her.992 

 

Sylvie describes her driving forces, “Positive change, doing something 

meaningful, doing something [fun] for myself, using all my skills and choosing [the 

people I want to work with]”.993 She deems money a driving force, for “I need money 

[…] to make sure I can earn a living”994 and also states that her business needs to 

generate profit to be sustainable, but critically states that “it’s not about making 

horrendous sums on the back of other people”.995 Sylvie says she has never earned 

this little money in her career as during the company’s start-up period. “It’s a tough 

                                            

991  DM-SC-117 
992  Bauer-Leeb, Lundqvist (2011) 
993  BI-SC-038 
994  DM-SC-019 
995  ibid 



  168 

period [financially] but I’ve never been in a situation where I’m so totally relaxed and 

have so much faith”996, and also states, “I’m so rich in terms of what I’m doing at the 

moment”997 and that financial reward consequently follows doing good and doing the 

right thing.998 Sylvie rejects the idea of being remembered for something as a driving 

force, “I don’t have to put my name forward, I just want to [provide for my family in a 

larger sense and do good]”.999 She says, “I make sure that whatever I do, […] has no 

negative consequences, as much as I can.”1000 Sylvie describes herself as driven by 

success1001, being “a good communicator, [...] strong in conception, [and] a good 

networker.”1002 She thinks of herself as an open person who is “good at putting teams 

together and motivating them”.1003 She says, “I can think out of the box […] and put 

things together that people haven’t thought […] about before and that are not on the 

market yet.”1004 Sylvie believes that integrity is one of her strongest assets, “People 

know that they can trust me. I’m handshake quality”.1005 She believes other people 

would describe her as “sociable”1006, “a good communicator, [...] and open.”1007 
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6 Analysis 

6.1 Current situation regarding business relationships between 
business angels and social entrepreneurs 

The first part of this section intends to determine a frame of reference by 

assessing the degree and form of engagement between social entrepreneurs and 

business angels. This provides a basis to put their business relationship into 

perspective and enables to compare it to other forms of business conducted by 

business angels and commercial entrepreneurs. In the following the authors will 

report on the participants’ own experiences and provide a summary of possible 

explanations of the situation. These explanations consist of both statements given by 

participants themselves and own interpretations that are guided by triangulation with 

existing literature. 

Limited experience 

All participants, both business angels and social entrepreneurs alike have only 

limited experience concerning business relationships with each other. With the 

exception of some own investments the four business angels have made 

themselves1008 they do not know of other cases. Similarly, aside from the occasional 

contact some of the social entrepreneurs have had with business angels1009, they 

cannot report of other cases. The limited contact between social entrepreneurs and 

business angels is consistent with the authors’ review of available research.1010 

Business angels’ experiences 

Three of four business angels emphasize that they have a certain affinity towards 

social entrepreneurship, having made own investments in that area.1011 The 

investments these three business angels claim to have made in social ventures can 

be characterized as very heterogeneous, covering a broad range of sectors and 
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industries. They include an architects’ bureau that is run as a cooperative1012, service 

providers in the health and education sector1013, investments in the fashion 

industry1014, and participatory farming projects1015. However, considering issues of 

definition as presented earlier in this study1016 it remains open to what degree these 

investments can actually be considered investments in social entrepreneurs’ 

ventures. 

“I certainly have a specific affinity to social entrepreneurship and that was always 

there, and I’m probably seeking it one way or another. Because basically all of the 

businesses I’ve supported [or] invested into [...] have some social component in 

them.”1017  (Selma Prodanovic, business angel) 

“The investments that I’ve been doing after my entrepreneurial years, as an 

investor, have been [...] in social entrepreneurship.”1018  (Tony, business angel) 

“[I am invested in] Preera in Gothenburg, which is [...] almost a social 

management company, I would say, they are really [organized and working] from 

bottom-up. [...] And Nyréns architects, [there are] about 110 architects, and [that is] 

also a very interesting company, because it is owned by its employees. Also in a way 

a very social company.”1019 (Anna-Carin Månsson, business angel) 

The fourth business angel believes to have made at least one investment into a 

social venture, despite almost no exposure to the field of investing in social 

entrepreneurship so far.1020 However, he expressed this opinion in retrospect based 

on the knowledge gained through his engagement in this study. He further notes that 

the entrepreneur in whom he had invested would not have called himself a social 

entrepreneur, though the business angel judged his characteristics to be social 

entrepreneurial. 
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“I would say I have some experience in a business where one of the major 

partners [...] would have defined himself as a social entrepreneur. He’s never used 

that expression, [... but] if I had explained to him what a social entrepreneur is [...] he 

would have said yes. [...] It was very important to him […] how results of the company 

[would] affect the environment [… and] the quality of life of people.”1021 

 (Hansi Hansmann, business angel) 

Social entrepreneurs’ experiences 

Both Austrian social entrepreneurs state that they have not had contact or 

conducted deals with business angels.1022 One Swedish social entrepreneur 

conducted business with a business angel once, but did not follow through as this 

investor could only have provided financial means, but no other forms of support, like 

experience in the field or a relevant network of business contacts.1023 However, he 

later obtained equity financing from a venture capitalist.1024 The other Swedish social 

entrepreneur has successfully secured financing for his social ventures in the past, 

using a multitude of external financial sources.1025 

“We had a meeting with one guy. But [...] both parties realized that the only thing 

he could bring to the table was money, so we decided that that was not what either 

party was looking for.”1026 (Sebastian Stjern, social entrepreneur) 

Both Austrian social entrepreneurs are currently preparing to obtain financing, 

though they are in quite different phases of preparation. One has made several 

presentations and pitches addressing a variety of external private financiers, for 

instance a crowd-founding event and venture capitalists.1027 The other is refining her 

business concept and currently searching for possible investors to be addressed, 

conceding that she is uncertain about what kind of investor to talk to and how to 

structure her approach.1028 
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“[The] biggest problem for me at the moment is understanding the motivation and 

returns that an investor is looking for [... so] that I can target the appropriate 

investors, [… and] also to look at how I package my offering as a business.”1029 

 (Hilary Warmoth, social entrepreneur) 

Explaining the situation 

The participants offer a broad range of explanations that may help elucidate the 

current situation. They believe that both groups of business angels and social 

entrepreneurs are rather small in Austria as well as in Sweden, hence there is only a 

limited market for social venture investments. They further detect lack of knowledge 

and experience concerning the rather nascent field of social entrepreneurship . This 

may result in reservations hindering both sides to engage in business with each 

other, and also requires much explaining to investors in order to untangle the 

complexities of conducting social entrepreneurial business. Participants further think 

that particular cultural traditions related to business and social issues contribute to 

the situation, as shall be explained below. 

Small markets due to cultural traditions and lack of funding 

The participants’ assessment concerning limited markets for angel investments in 

social ventures both in Austria and Sweden1030 coincides with the general view of 

experts in the field, as already described earlier in this study.1031 
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“I’ve tried to find business angels, women, who consider themselves business 

angels, and I haven’t met any in Austria yet [...] Business angels in general [...] are 

very rare [...] Having more business angels [...] would be helpful. We definitely don’t 

have enough in Europe, not in Serbia, not in Austria.”1032(Selma Prodanovic, business angel) 

“That’s a problem that there are very few business angels in Austria [...] and in 

Vienna, it’s a very small market for business angels. [There] are a number of 

[wealthy] individuals, [...] who would [qualify as] business angels, but they don’t have 

the experience.”1033 “I would also say that the start-up scene is not very big at this 

moment.”1034 (Hansi Hansmann, business angel) 

“[Since] the Swedish entrepreneurship scene is not that big1035 [...] it would be 

hard enough to find [a handful of] entrepreneurs that are good enough in 

Sweden.”1036 

 (Sebastian Stjern, social entrepreneur) 

The participants offer some cultural peculiarities that may help explain why these 

markets are not further developed. Referring to the business angels’ scene in Austria 

one of the business angels believes that it is very typical in Austria to keep one’s 

economic and financial situation a secret. Furthermore, she believes that Austria is 

characterized by a rather passive investment culture that is coined by a high degree 

of risk aversion, investing mainly in low risk instruments rather than making direct 

investments in stocks or entrepreneurial ventures, as well as a general lack of 

economic knowledge.1037 Statistical data on the distribution of private wealth by the 

Austrian National Bank as well as a recent study by IMAS examining the economic 

and financial knowledge of the Austrian public support this opinion, confirming that 

the larger part of private wealth is being placed in traditional savings accounts,1038 as 

well as economic and financial literacy among the Austrian people can be considered 

insufficient.1039 

                                            

1032  BI-SP-064 
1033  BI-HH-192 
1034  DM-HH-190 
1035  BI-SS-149 
1036  DM-SS-049 
1037  cf BI-SP-062 
1038  cf Andreasch (2011), OeNB (2008) 
1039  cf Erste Group (2011) 



  174 

“[One] thing is the Austrian culture in general. [...You] don’t talk about it when you 

have money.”1040 “That’s a huge problem […] for the investment market, because you 

don’t know who has money and who is ready to invest it.”1041 

“If you take a look in the [USA], almost everybody is having some kind of stocks 

or some kind of bonds [...]. But that’s not the case here in Europe, and certainly not in 

Austria. You just have a certain group of people who are doing that.”1042 

 (Both quotes by Selma Prodanovic, business angel) 

Concerning becoming an entrepreneur in general or a social entrepreneur in 

particular, other researchers describe reasons ascribed to the economic traditions of 

both countries that for one show the general tendency of people preferring 

employment over becoming an entrepreneur, and for the other particularly illustrate a 

strong role of the state in providing social services1043. However, there are 

contradicting reports available, which detect a strong increase in entrepreneurial 

activities.1044 

One Swedish business angel suggests that current macro-economic 

developments – for instance an increased volatility on stock markets or the 

governmental bond crises of several European countries – that were triggered by the 

financial and economic crises of recent years1045 contributed to a decrease in supply 

of private equity from business angels. She says that many angel investors suffered 

considerable losses during the economic crisis of 2007, and ongoing uncertainty 

about future economic development lets angel investors act overly cautious when 

asked to make new investments, resulting especially in decreased seed financing.1046 

One Austrian business angel concurs as she also recognizes an insufficient supply of 

pre-seed and seed financing especially concerning social entrepreneurs seeking 

early stage funding1047. 
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According to one of the Austrian business angels the gap in capital supplies 

could be remedied by empowering especially women to become business angels. 

Her rationale is based on two observations: first, there are many women who have 

sufficient funds to provide pre-seed and seed money, which according to research in 

the case of social entrepreneurship often comprises only of a few thousand Euros at 

most, and which is needed most urgently to survive the valley of death1048. Second, 

she firmly believes that female business angels would strongly be interested in 

making responsible investments, hence employing a different investment behaviour 

focusing on social ventures as compared to male angel investors.1049 This view is in 

line with that of many practitioners.1050 However, scientific findings of female 

business angels’ investment strategies do not entirely support this view, but suggest 

only subtle distinctions in female and male business angels investment patterns. 

Though women business angels do express a slightly higher motivation to invest in 

socially beneficial ventures their actual investment patterns do not seem to support 

this preference.1051 

However, one Swedish business angel believes that a lack of funding is due to 

social entrepreneurs not approaching the right type of investors. He argues that 

social entrepreneurs need to learn to think big and address investors with large 

funds.1052 However, this raises a question of size and scalability in the sector of 

social entrepreneurship. Though investors may deem scalability positively1053, it may 

prove difficult or irrelevant especially for social ventures providing specific and 

individualized services to clients.1054 

Lack of knowledge in a nascent field of business may be a barrier 

All participants concur that lack of knowledge about the concept of social 

entrepreneurship and confusion regarding definitions may pose important obstacles 

in establishing business relations between social entrepreneurs and business angels. 

They express that missing common understanding of social entrepreneurship may 

lead to the formation of contradictory views and opinions, facilitates rumours and 
                                            

1048  ibid 
1049  cf BI-SP-064 
1050  cf Tillväxtverket (2011): Introduction page, Hanson (2007) 
1051  cf Bauer-Leeb, Lundqvist (2011): 144 
1052  cf DM-TO-193 
1053  cf BI-HH-140 
1054  cf Bauer-Leeb, Lundqvist (2011): 103 
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prejudices, and results in confusing social entrepreneurship with other concepts, as 

quotes below illustrate. 

“It’s not easy to define social entrepreneurship. Where do you draw the line 

really? Is it like ‘I have a vision that I would help all school children to [...] eat better 

food?’ Is it social entrepreneurship or is it not?”1055 (Anna-Carin Månsson, business angel) 

“I think that we still have to explain [social entrepreneurship].”1056 

 (Sylvie Chin, social entrepreneur) 

“It’s very difficult both for investors, for governments, for everyone to be able to 

differentiate what is truly a social enterprise.”1057 “A lot of people that you speak to, 

when you explain what it is they go ‘Ah, oh yeah, I understand’, but if you just ask 

them could what it mean, most people [cannot tell]. It’s still a really small part of the 

economy.”1058 (Hilary Warmoth, social entrepreneur) 

Both business angels and social entrepreneurs have reservations 

A main point informing the misconception of social entrepreneurship concerns 

pursuing profit. It seems that some business angels hold reservations towards 

investing in social entrepreneurs, because they believe social entrepreneurs are not 

interested in making profit. As one Austrian business angel describes, he feels to 

have more in common with commercial entrepreneurs, as they both would pursue 

profit in the first place. This would enable him to discuss on the same level about the 

same challenges the venture has to face in the future. He agrees that achieving 

social impact can be important for a commercial venture, but he is also sceptical 

because he thinks overly emphasizing the social side of a commercial venture may 

not leave enough room for business.1059 

                                            

1055  BI-AM-102 
1056  BI-SC-022 
1057  BI-HW-024 
1058  BI-HW-115 
1059  cf BI-HH-060 
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[When a…] person says to me ‘I’m a social entrepreneur’, the next step for me 

would be to define with them what [they mean] by social entrepreneur. Somebody 

who thinks that [...] apart from finding good economic results also other aspects 

[should be] considered, I’m very happy with that. And if somebody who [first and 

foremost] wants to see other aspects, I’m not so happy. Because then I’ve normally 

the feeling that this business is never going to be a business. [...] If the importance of 

social is too big there’s not enough room for business.”1060 

 (Hansi Hansmann, business angel) 

Social entrepreneurs have reservations against business angels as well. The 

participating social entrepreneurs’ views suggest that many social entrepreneurs 

regard investors with suspicion. They express fears of dealing with financial aspects 

and losing their social mission due to tough economic requirements employed by 

investors. Research confirms this fear, which is described in the concept of mission 

drift.1061 The social entrepreneurs concur that the solution to the communication 

problem is that they need to learn to use proper business language in order to 

convey both their offering and needs to investors.1062 How to do this exactly and 

whether this would mean that social entrepreneurs need to adopt the investors’ 

discourse and abandon their own is currently very much debated among scholars as 

well as practitioners.1063 A central point among practitioners is that not only social 

entrepreneurs need to adopt the investor’s language, but also investors need to take 

a step towards social entrepreneurs, otherwise no real change of understanding and 

conducting business can be accomplished.1064 

                                            

1060  BI-HH-060 
1061  cf Zarah et al. (2009): 522, 527-528 
1062  cf BI-JH-050, BI-SC-072, BI-HW-093, DM-JH-197 
1063 cf Nicholls (2010), Social Edge (2011), Achleitner et al. (2011), Zarah et al. (2009) 
1064  cf Social Edge (2011) 
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“[When social entrepreneurs] really need investment, [they need to] know more 

about social entrepreneurship and create models of making investors happy to invest 

in social entrepreneurship. That [investors] understand it’s not [losing] their money. 

Maybe they don’t make millions, but at least they make a good investment.”1065  

 (Sylvie Chin, social entrepreneur) 

“From my point of view, and this is the one I’m struggling [with], I’m trying to put 

myself in the shoes of an investor, I think ‘Why would I do this?’1066 

 (Hilary Warmoth, social entrepreneur) 

This raises concerns of an imbalance of power, for it indicates that social 

entrepreneurs need to adopt language coined by the investment discourse to 

become eligible participants in this discourse. These indications will be further 

investigated in section 6.3. 

Business angels invest in what they know 

Another aspect of both lack of knowledge and the nascent nature of social 

entrepreneurship may be investors’ very limited experience in this area, effecting 

capital supply negatively, as business angels typically invest in industries and sectors 

they are familiar with, and in people that are sharing similar characteristics to their 

own.1067 This finding is confirmed by the answers of the participating business 

angels, who state that they usually invest in areas they know.1068 This is also 

consistent with established scientific knowledge of angel investors’ behaviour1069 and 

scholarly observations regarding an increase in the number of business angels 

attuned to the social cause, manifest in the growing number of social business angel 

networks1070. This might be a sign of a beginning profound change of values and 

beliefs among investors, bringing social impact into the focus of their investments.1071 

                                            

1065  BI-SC-072 
1066  BI-HW-093 
1067  cf Achleitner (2011): 8 
1068  cf BI-SP-115, BI-SP-117, BI-AM-130 
1069  cf Bauer-Leeb, Lundqvist (2011): 142 
1070  cf Bauer-Leeb, Lundqvist (2011): 144 
1071  cf BI-SP-110 
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Meeting of minds 

Participants’ views and general developments of social business angel markets 

as described above suggest that a positive attitude towards social entrepreneurship 

seems to be a crucial factor in establishing business relationships between business 

angels and social entrepreneurs. Many participants expressed the importance of 

finding a business partner with a compatible mind-set, who would share their values 

and beliefs.1072 

“You need an investor who’s got a similar mindset and a similar desire.”1073 

 (John Higson, social entrepreneur) 

“For a social business there has to be a meeting of minds with an investor.”1074 

 (Hilary Warmoth, social entrepreneur) 

“What we want is to find people who fit to our values.”1075 

 (Sylvie Chin, social entrepreneur) 

One reason for this may be found in a particular attribute of social 

entrepreneurship, which is balancing social and/or environmental impact and 

financial returns and thus potentially forgoing maximum financial profitability. 

Commercial entrepreneurs or investors may not recognize discarding of profit 

maximization as viable or healthy for their businesses. Among other reasons this 

substitution of the principle of profit maximization with the maximization of social 

and/or environmental impact requires a “meeting of minds” as it challenges one of 

the most adhered to principles of prevalent economic thinking.1076  

More action to be expected in the field 

Based on the participants’ views, a review of research available in the field, and 

compared with other sectors, for instance the IT, bio-tech, and manufacturing 

industries, in which angel investors tend to be strongly interested and invested,1077 

                                            

1072  cf BI-JH-050, BI-HW-083, BI-SC-074, BI-TO-006, DM-TO-183 
1073  BI-JH-050 
1074  BI-HW-083 
1075  BI-SC-074 
1076  BI-HW-083 
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the number of investments in social entrepreneurship seems to be very little. The 

increased interest in the field and a general agreement of the importance of social 

entrepreneurs for shaping the future paradigm1078 does not yet seem to reflect in 

substantial numbers of cases. However, considering growth rates of both social 

sector and funds dedicated to social investments1079 as well as improvements in 

knowledge transfer and awareness building of social entrepreneurship a future 

increase in social investments coming from business angels is to be expected.1080 

6.2 Meaning of the terms social entrepreneur and business angel 
The second part of the analysis aims at gathering the participants’ views of the 

terms social entrepreneur and business angel. Providing the participants’ statements 

supports the understanding of the meaning they ascribe to these two terms as well 

as it contrasts their understanding with theories and findings of the scientific 

community. 

This section is split in order to first analyze the participants’ understanding of 

social entrepreneurs and social entrepreneurship, and then to address the term of 

business angels. It presents how participants in the study perceive social 

entrepreneurs and social entrepreneurship by illustrating typical characteristics they 

ascribe to the domain. By triangulating participants’ views and scientific research 

reflection and critique is provided. Concerning business angels this section proceeds 

in a similar manner, however, as the understanding of participants of business angels 

coincides largely with those of contemporary literature and research in the field 

considerable less space is awarded to address this particular aspect. 

6.2.1 Understanding social entrepreneurship 
All participants struggle with determining and defining the terms social 

entrepreneurship and social entrepreneur. They cannot detect a generally accepted 

definition and concur in saying that they are dealing with a somewhat grey area. A 

commonly shared view among participants is that the concept is not yet described 

comprehensively. Furthermore, they cannot identify boundaries of the domain of 

social entrepreneurship, neither with regards to concepts they believe are related to 

                                            

1078  cf Bauer-Leeb, Lundqvist (2011): 19, 58, 147 
1079  cf USSIF (2011) 
1080  cf Bauer-Leeb, Lundqvist (2011): 22, 83, 147 
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it, such as NGOs providing social services in an entrepreneurial manner, nor typical 

sectors or business areas social entrepreneurs operate in.1081  

“I’m not there yet with social entrepreneurs, there’s something missing. For me, 

[...] the definitions are not clear yet.”1082 “Usually, [defining] social business or social 

entrepreneurship [...] means [to] define it against classical entrepreneurship.”1083 

(Selma Prodanovic, business angel) 

“I think social entrepreneurship, actually [...] there’s no definition of it, really.”1084 
 (Hilary Warmoth, social entrepreneur) 

“It’s hard do define whether it is social entrepreneurship or not. Does social 

entrepreneurship need to be at the forefront? Does it need to be just about 

environmental issues? Probably not. I don’t know if there is a definition of social 

entrepreneurship that is correct.”1085 (Tony, business angel) 

“It’s not easy to define social entrepreneurship. Where do you draw the line 

really? Is it like ‘I have a vision that I would help all school children to eat better food.’ 

Is [this] social entrepreneurship, or is it not?”1086 (Anna-Carin Månsson, business angel) 

“I have really problems defining social entrepreneurship. Because if you start an 

NGO, of course in one way you are a social entrepreneur, because you are making a 

lot of social impact with your entrepreneurial skills. But you are not building a 

business. So that is the definition I make basically between social entrepreneurship 

and social businesses.”1087 (Sebastian Stjern, social entrepreneur) 

This lack of boundaries of the domain of social entrepreneurship identified by the 

participants coincides with both the views of scholars and practitioners and becomes 

manifest in the multitude of terms that are used by practitioners, researchers, and 

media alike in order to describe the domain of social entrepreneurship.1088 On an 

individual level, focusing on the entrepreneur, terms used to illustrate the 
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phenomenon include among others holistic entrepreneur, civic entrepreneur, lifestyle 

entrepreneur, or ecopreneur. Depending on context, all of these terms are used 

either synonymously to social entrepreneur or to describe a slightly or even 

particularly different idea or concept, focusing on specific entrepreneurial 

characteristics. For instance, an ecopreneur would concentrate on resolving 

environmental rather than social issues, while a civic entrepreneur would deal with 

issues of civil society. However, both could be understood belonging to the domain of 

social entrepreneurship as well. On a systemic level, social entrepreneurs are being 

ascribed to the third or social sector.1089 

“We kind of define the sector they are dealing with, that’s all. [A] social 

entrepreneur is an entrepreneur, just the sector they’re working in is a social 

sector.”1090 (Selma Prodanovic, business angel) 

Some of the participants perceive that the struggle and ambiguity in determining 

the true nature and limits of social entrepreneurship endangers its position and 

legitimacy by allowing competing groups to capture and shaping the discourse 

according to their own particular interests. The lack of consensus and definition also 

allows any individual or organization to use the label of social entrepreneur and 

hence participate in this boom, even misuse the ideas of the concept or taking 

advantage of it.1091 

“You will have the ones at one end that do 100 % social good. And then you will 

have at the other end of the spectrum people that have done it as a marketing ploy. 

[...] Because [the concept of social entrepreneurship] is not widespread at the 

moment, it’s really subject to what exposure people have had, and also what people 

are reading.”1092 (Hilary Warmoth, social entrepreneur) 

“There’s a danger for social businesses, that at the end of the day we will be 

calling social business just things that [...] have absolutely nothing to do with 

business.”1093 (Selma Prodanovic, business angel) 

                                            

1089  cf BI-SP-093/097, BI-SS-006, BI-HW-045, BI-SS-004 
1090  BI-SP-097 
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Accordingly, some of the participants perceive social entrepreneurs and social 

entrepreneurship rather a matter of positioning and marketing than a discrete 

concept.1094 

“This whole idea of social entrepreneurship for me is about perceptions. It is 

about my ability to convince people I’m interacting with.”1095 “It’s how you market 

yourself determines whether you’re a social business or a commercial business, and 

there are organizations out there that are very good at marketing, a commercial 

business to make it look like a social business.”1096 (Hilary Warmoth, social entrepreneur) 

Generally, participants articulate some ambiguity to defining social 

entrepreneurship, as they recognize both advantages and disadvantages. Thus, a 

pro of having a definition involves that social entrepreneurs would be given a means 

of community and group identity, providing them with a set of rules of the game and 

the possibility to communicate with others, sharing moments of doubt, exchanging 

ideas, and receiving psychological and hands-on support.1097 Another benefit could 

be that it would become more difficult for organizations to misuse the term, e.g. 

through greenwashing. A contra would include that a definition might put social 

entrepreneurs into a box they feel not comfortable with, imposing boundaries that 

might hinder them developing in the way they require to achieve their goals.1098 

Some scholars strive for universal definitions and boundaries of social 

entrepreneurship.1099 Other scholars say that this may not be possible because of the 

broad spectrum of understanding and multitude of expressions of social 

entrepreneurship worldwide due to different political agendas and legal frameworks, 

the relative strength of civil society, state, foreign aid, and business.1100 Yet others 

argue that it would be straight unwise at this point in time to attempt a universal 

definition since the terminology confusion is a sign of the pre-paradigmatic state of 

social entrepreneurship that requires many voices to participate in open debates 
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regarding definition and boundaries.1101 Attempting to define social entrepreneurship 

now may only support those actors that already dominate the discussion to establish 

their point of view, and thus would lead to excluding actors that maintain different 

views, which in the long run may lead to undermining the domain of social 

entrepreneurship since the definition may not have the support of a large enough 

group of people.1102 

Characteristics ascribed to social entrepreneurs and social 
entrepreneurship 

All of the participants strongly relate the concept of social entrepreneurship to 

emotional motives rather than rationality, thus contrasting a main assumption of the 

theory of the homo oeconomicus that states individuals maintain a strictly rational 

behaviour when conducting business. In order to explain the phenomenon 

participants resort to describing a certain set of values, beliefs, intentions, and 

attitudes that the social entrepreneur follows and holds dear, for instance idealism, 

integrity, cooperation, peace, empowerment, inclusion of all people, bottom-up 

approaches, or employing democratic structures. The participants believe that social 

entrepreneurs follow an inner compass guiding them towards doing good and 

achieving positive change for society. Recalling that social entrepreneurs run various 

types of businesses across a broad spectrum of different industries1103 and adding 

the participants’ perceptions, accordingly it seems to be more important how social 

entrepreneurs proceed in conducting business, rather than what they do in terms of 

type of business or industry they operate in. This suggests that entrepreneurs 

register as social entrepreneurs based on the perception of the way they do business 

and not based on their type of business.1104 
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“[A social entrepreneur is a] person that is more focused on the values instead of 

the business itself. They are trying to do good, instead of just focusing on making 

money, which is the core of a business with shareholders.”1105 “When I speak about 

social entrepreneurship I’m more focused on creating companies that fulfil a need, 

with the added value that it makes a difference in the world, or bring the world to a 

higher consciousness, or [...] that does good for people around the world.”1106 

 (Tony, business angel) 

“In many cases you may feel that you’re doing good, and you may in fact not be 

doing good. So, how do you know that the development will in fact be good? You 

have to trust your inner compass.”1107 (John Higson, social entrepreneur) 

“Obviously these values that have more to do with social entrepreneurship, like 

idealism, change, solidarity, environmental impact, social impact, and doing 

good.”1108 

 (Hansi Hansmann, business angel) 

“We have five values that we want to put into practice, not only to speak about it. 

But we want to be an embodiment of these values. These are integrity, cooperation, 

simplicity, peace, and empowerment.”1109 (Sylvie Chin, social entrepreneur) 

Specific criteria for social entrepreneurs’ motivation and objectives   

A strong concept that most participants share is that an entrepreneur needs to 

entertain the proper motivation and follow the right objectives to qualify as a social 

entrepreneur and to be distinguishable from a commercial entrepreneur. Participants 

believe that such proper motivation shows by not pursuing sole monetary objectives 

and avoiding business related to certain industries, e.g. weapons or tobacco. They 

believe that a social entrepreneur needs to exhibit a desire to do something 

meaningful for society, to act responsibly, to do good, to resolve social problems, and 
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to aim for positive social and/or environmental impact that makes the world a better 

place for all people.1110 

“In general I think that entrepreneurs are people that solve problems. And a 

social entrepreneur theoretically solves a social problem.”1111 

 (Selma Prodanovic, business angel) 

“[15 years ago] I worked [...] for an organization that would probably today have 

been classified as a social enterprise [...]. The motivation of the owner was to do 

good and to build a business at the same time.”1112 “Social entrepreneur for me is the 

combination of commercial business with conscience.”1113 “As a social entrepreneur 

there has to be a motivation of some sort, of doing something for others.”1114 

 (Hilary Warmoth, social entrepreneur) 

“[Social entrepreneurs are] doing good, but with an entrepreneurial style [...] filling 

a need - and doing good in society.”1115 ”There are still many entrepreneurs that just 

are focusing on building a company with the target or the goal to sell it just to earn 

money. So, that would be the difference in values, why [or how] you conduct your 

business.”1116 (Tony, business angel) 

“You can be an entrepreneur for example in the tobacco industry and look just at 

the bottom line figure and nothing else, and you don’t care at all what’s going to 

happen with what you produce. That’s just entrepreneurship, and social 

entrepreneurship is considering what is going to happen with the result.”1117 

 (Hansi Hansmann, business angel) 
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“I think it’s our responsibility to do something good, to offer a social impact [...] 

and to bring change to society. This is a question of solidarity, providing for the family 

in the large sense, the human family.”1118 (Sylvie Chin, social entrepreneur) 

“I think social entrepreneurs [...] have this gene of doing good.”1119 

 (Anna-Carin Månsson, business angel) 

“[Social entrepreneurship is] a lot [...] about the heart and not always as much 

about the brain. A lot of passion, a lot of commitment.”1120 “I think idealism and 

solidarity might be driving forces [for social entrepreneurs].”1121  

 (Sebastian Stjern, social entrepreneur) 

Beyond personal and professional characteristics 

Further, the participants state that social entrepreneurs must exhibit a spectrum 

of personal characteristics that largely coincide with those found in research on 

commercial entrepreneurship and business angels, for instance drive, passion, sure 

instinct, professional capabilities, and commitment.1122 However, their expectations 

directed towards social entrepreneurs reach even beyond those features. Many of 

the participants concur that social entrepreneurs also need to display idealism, 

selflessness, interest in society rather than in the self, solidarity and fairness, and a 

conscience.1123  

Generally, participants agree that social entrepreneurs employ a broader 

perspective especially with regards to sustainability, compared to the average 

commercial entrepreneur. They believe that social entrepreneurs connect economic, 

social, and environmental aspects. Thus they resolve society’s issues by applying a 

comprehensive view that considers possible consequences for all stakeholders. 

Participants further emphasize the importance of long-term thinking, which they 
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typically find in social entrepreneurs. They say such holistic approach would actually 

improve a ventures overall performance.1124 

Both the views expressed above and those described earlier – that social 

entrepreneurship depends more on how business is conducted than what sector or 

industry a social venture can be ascribed to – indicate participants acknowledge that 

social, environmental, and economic aspects are intertwined. They suggest that an 

interdisciplinary and holistic approach is required to resolve challenges ahead. This 

coincides with the opinion of practitioners in the field, who also recognize a growing 

number of people from across the spectrum of businesses is awakening to the fact 

that a business-as-usual approach does not possess the capabilities to resolve 

social, environmental, and economic problems.1125 

“I would say that it is the broader perspective. I think a social entrepreneur in 

today’s age has to look at sustainability. I think you are practically forced to look at 

sustainability as an issue. I see [three] legs to sustainability. […] You have to have an 

economic base to what you are doing otherwise it’s not sustainable. You have to look 

at social and cultural issues. It broadens your business scope. But also I think it’s the 

bent, it’s the angle of the social entrepreneur that there is a caring for the social 

structure in the society [and] you have to look at the environment as well.”1126 

 (John Higson, social entrepreneur) 

Finally, all participants emphasize the importance and necessity of achieving 

financial profits next to social and/or environmental impact in order to sustain a 

business. This means that social entrepreneurs have to show economic sensibility 

and a talent to build a business.1127 

“My general perception is that [there] should be profit involved in it to make it a 

real social entrepreneurship business.”1128 (Sebastian Stjern, social entrepreneur) 

“You have to be profitable, cause otherwise you can’t continue.”1129 
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 (Anna-Carin Månsson, business angel) 

“We work to make profits, and those profits make us sustainable and we can 

reinvest those profits, again, just for our goals and mission.”1130  

 (Sylvie Chin, social entrepreneur) 

“Long-term profit is important. [You don’t] have to maximize profit over a short 

period of time, but whatever system you set up has to have a profit within it.”1131  

 (John Higson, social entrepreneur) 

“I want my investment cases to be socially sustainable, but still that there’s a 

business model that could really work.”1132 (Tony, business angel) 

“Making profits, and running it under business principles, [...] and then using 

these profits for a social objective.”1133 (Hilary Warmoth, social entrepreneur) 

“It is very important that [social entrepreneurs] consider themselves as a 

business.”1134 (Selma Prodanovic, business angel) 

However, at the same time participants display some uneasiness when it comes 

to discussing the themes of money and profit in connection with social 

entrepreneurship. Some of the participants appear to entertain ambiguous feelings or 

even to employ a critical distance towards money and profit. On the one hand they 

recognize its importance as means of conducting business, on the other hand some 

of them criticize the significance money receives by society.1135 This might point 

towards substitution of the prevailing economic objective of profit maximization by 

maximization of common welfare. Such view is further supported by Porter and 

Kramer, who illustrate that businesses in the future need to pursue shared value, 

which means achieving both economic and social benefit at the same time.1136 
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6.2.2 Understanding business angels 

In contrast to the difficulties participants have displayed when asked to describe 

social entrepreneurship they convey a very clear and almost unanimous image when 

explaining the term and concept of business angels. Hence, they largely concur that 

business angels are wealthy individuals, very often having an entrepreneurial or 

managerial background. That helps them to understand the process of developing a 

venture, to anticipate challenges ahead, and to utilize past experiences to tackle any 

issues that might emerge along the way.1137 One participant stresses that business 

angels usually tend to get involved at a very early stage1138, and that they exhibit 

long-term interest in the venture, often without the intention of making an exit.1139 

Business angels are said to want to develop the idea, the organization, and most 

importantly the people behind a venture. It is furthermore said that they personally 

identify with the business they invest in.1140 

“[A] business angel is a person that comes into a company at a very early stage, 

invests money, but more importantly invests their network, their knowledge, and their 

experience. [...] Business angels invest from 5,000 to half a million or even two 

million.”1141 (Selma Prodanovic, business angel) 

“Somebody who has gone through a lot of things, who knows how to run a 

company from an operational point of view, who knows how to negotiate, who knows 

how to finance a business, who has some spare money to invest, and who has fun 

doing business.”1142 (Hansi Hansmann, business angel) 

Participants believe business angel’s investments include providing financial 

capital ranging from a few thousand to a several hundred-thousand Euro, but also 

involves access to their network, bringing expertise and experience to the venture, 

providing knowledge and complementary capabilities and competences, as well as 

                                            

1137  cf BI-SP-127, BI-TO-010, BI-HH-034, BI-SC-030, BI-AM-046/048, BI-SS-073/075 
1138  cf BI-SP-089 
1139  cf BI-SP-089, BI-TO-094 
1140  cf BI-SP-089; BI-JH-024 
1141  BI-SP-089 
1142  BI-HH-034 



  191 

strategic advice. Participants regard non-monetary forms of investments as important 

as financial contributions.1143 

“[A] business angel [is] somebody who has already made their journey. They 

have earned some money and want either to do good with that money or make more 

money out of it. They try to use their experience to help other companies 

develop.”1144 

 (Tony, business angel) 

“Somebody who has made their money, their statement and their place, and is 

now interested in promoting and supporting other entrepreneurs with knowledge, 

investment, there's a number of different ways.”1145 (John Higson, social entrepreneur) 

“Somebody who has a personal interest in his or her investment. That they want 

to do more than just buy shares in a major company, basically they want to impact 

invest.”1146 (Sebastian Stjern, social entrepreneur) 

Participants believe that business angels are driven first and foremost by a deep 

belief in the investee and their idea. The human relationship and developing a 

personal connection with the entrepreneur are mostly decisive in coming to a 

decision to invest. By their investment business angels want to contribute in the 

creation of something new and they want to take pride as they personally identify 

with the project they are involved in. Participants further note motivations of business 

angels include a desire to help mostly young people in achieving their dreams, and 

thus be able to give something back to society. Participants stress they do not 

believe that making a financial return with an investment is a strong driver for 

business angels. However, despite their views of money not being a main driver, 

participants agree that business angels need to be presented a viable business 

model that is able to promise a certain positive development of the venture.1147 

                                            

1143  cf BI-SP-089, BI-HW-040, BI-TO-010, BI-JH-024/066/105, BI-SC-030, BI-AM-046/048, BI-SS-
073/075 

1144  BI-TO-010 
1145  BI-JH-024 
1146  BI-SS-008 
1147  cf BI-SP-089/127, BI-SC-030, BI-TO-001, BI-HW-040, BI-HW-040, BI-TO-001, BI-JH-024, BI-HH-

034, BI-JH-024, BI-HH-52/150, BI-AM-046/048, BI-SS-073/075 
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Two of the participants further note that they put business angels into a more 

informal investors market, explaining that business angels can be distinguished from 

more formal investors like venture capitalists by their willingness to accept higher 

risks, and that they apply less strict rules in their investment decision making 

process. They also recognize a trend of more formalization among business angels, 

for instance in the formation of business angel networks (BAN). They view this 

development somewhat critically, as in their opinion this might lead to more formal 

approaches in the investment process, and thus to more difficulties for entrepreneurs 

approaching and receiving angel capital especially in very early stages of their 

ventures.1148 

Some of the participants, among them both business angels and social 

entrepreneurs, also express critique. Concerning investments in social 

entrepreneurship one of the participating business angels believes that business 

angels in general have a very heterogeneous and dispersed image of social 

entrepreneurship, and that an angel investor needs to form a different mindset before 

they would invest in social ventures.1149 Two of the participating social entrepreneurs 

think that the term business angel might be a misnomer, as it suggests a certain 

degree of altruism that need not be there necessarily. Hence, for them it is important 

to carefully and thoroughly question the motives of an angel investor before entering 

into a mutual business relationship with them.1150 

“I think the term angel can be a misnomer.”1151 “I think this term angel suggests 

there is some altruism in the investment relationship. And all I am saying is from my 

experience that is not necessarily the case.”1152 (Hilary Warmoth, social entrepreneur) 

“Business angels are hopefully angels who help companies, who want to start 

something new.”1153 (Sylvie Chin, social entrepreneur) 

                                            

1148  cf BI-SP-089, BI-HH-108 
1149  cf BI-TO-006 
1150  cf BI-HW-040/046, BI-SC-030 
1151  BI-HW-040 
1152  BI-HW-046 
1153  BI-SC-030 



  193 

6.3 What does the distribution of power between business angels 

and social entrepreneurs look like? 
The third part of the analysis deals with the question what participants think about 

the distribution of power between social entrepreneurs and business angels as 

potential business partners. 

Considering the process of investing two stages can be distinguished, one prior 

to the decision of making an investment or accepting an investor, and one post the 

investment has been made. Certain perceptions of the participants suggest several 

aspects concerning the question of the distribution of power between social 

entrepreneurs and business angels in a potential business relationship. Prior to 

investing market structure, structural idiosyncrasies, and a discursive struggle 

between the investors’ and the social entrepreneurs’ discourses seem to determine 

the distribution of power, while opacity of information links the first and second stages 

and may influence their potential relationship and the question of power. 

Overall, all but one of the participants concur that they recognize an imbalance of 

power to the advantage of investors, while this one participant recognizes a level 

playing field.1154 In the following the participant’s reasoning and critique are 

presented. 

“I think there will be an unequal distribution. [...] The way it tends to be looked at 

because it's a competitive market is that the person with the purse or the money is 

almost like saying, ‘Here, I have some money, you know, come and ask for it’. It's 

almost like an investor is perhaps doing you the honour of [...] being kind enough to 

let you use their money.“1155 (Hilary Warmoth, social entrepreneur) 

“You don’t really have the power as an entrepreneur. At least in the initial phases. 

You really need the money. The bank has said no. You’ve really tried everything you 

could find on the market. You don’t have the money or resources yourself. So it’s 

really an unbalanced situation, I would say.”1156 (Anna-Carin Månsson, business angel) 

                                            

1154  cf DM-TO-190, DM-JH-191, DM-AM-140/251/352, DM-SS-332, DM-SP-140, BI-HH-052/084/150, 
BI-HW-073, DM-HW-142 

1155  DM-HW-142 
1156  DM-AM-352 
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“I feel we’re meeting on equal grounds. It’s my decision whether I go in or not. 

And as long as neither I, nor [the investees] have made a decision we are on equal 

grounds. The founder may not like me, or doesn’t want to sell me the stake.”1157 

 (Hansi Hansmann, business angel) 

Market structure of excess demand favours investors 

First of all, during the stage preceding an investment the market structure 

apparently works in favour of business angels. According to Porter’s model of five 

forces this market sees buyer power: there are considerably less business angels 

than social entrepreneurs in the market; there is a situation of excess demand; 

suppliers are rather small; and they have low switching costs.1158 It is also rather 

difficult to contact business angels due to their general tendency to keep a low public 

profile.1159 This analysis is confirmed by observations of practitioners in the field, who 

acknowledge that despite the prominence the topic of social entrepreneurship enjoys 

among an increasing number of private investors only a minority of ventures is being 

funded, especially during early stage development, which usually is a main domain of 

business angel investments.1160 

Structural idiosyncrasies to the advantage of investors 

Second, structural idiosyncrasies inherent to the decision making process seem 

to support business angels rather than social entrepreneurs. The participants agree 

that business angels usually can select an investment out of many ventures, while 

social entrepreneurs typically face a binary decision, in the worst case meaning 

survival or death to their ventures. The potential loss to the social entrepreneur due 

to a negative investment decision seems much greater than that to the business 

angel, as the former remains with nothing, while the latter retains what they had. 

Furthermore, investors usually can take their time in looking for potential investees, 

while social entrepreneurs typically only get a narrow window of opportunity, often 

not more than a few minutes, to present their case and make their stand.1161 

                                            

1157  DM-HH-177 
1158  cf Porter (1980): 4, 24-27 
1159  cf Bauer-Leeb, Lundqvist (2011): 120 
1160  cf Lane-Zucker (2011), Bauer-Leeb, Lundqvist (2011): 114 
1161  cf DM-TO-190, DM-JH-191, DM-AM-251/352, DM-SS-332, DM-SP-140 
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“The entrepreneur is looking for money to realize their dream. And if they don’t 

get money, they won’t be able to realize their dream.”1162 (Tony, business angel) 

 “If someone has money, you think that she can put in ‘just a few thousand’. But I 

always ask, ‘Is that the best way to use my money?’ I can use it in 20 different 

ways.”1163 (Anna-Carin Månsson, business angel) 

“There are always a lot of possible business ideas for investors to invest in. For 

an entrepreneur to even get a meeting might be very difficult. [...] If I have to work for 

a couple of months to get a meeting with an investor, and the investor has 15 

minutes for me, of course it’s an uneven situation.”1164(Sebastian Stjern, social entrepreneur) 

“You are in kind of three-minute pitch, you’re supposed to convince that person to 

invest in you.”1165 “If you’re lucky you will meet three investors and you will get into a 

deal with them and that’s it, or you will need to speak to thirty or three hundred to get 

what you want.”1166 (Selma Prodanovic, business angel) 

Some of the participants offer advise to counteract the effects of such market 

structure and structural idiosyncrasies. They suggest not to seek financing in a 

desperate situation, but way in advance, thus buying time to look for the right investor 

at the right time, and further to turn the tables by selecting potential investors in 

advance and letting them compete for the venture. However, as they also 

acknowledge, it is both difficult to offer an investment possibility, which suits the 

investor’s needs and desires as well as making them line-up for an idea, as there are 

few ideas hot enough to achieve that.1167 

“In some cases we’ve come to people and said ‘this is the best thing since sliced 

bread, we’re going to do it with one of five companies, and we’re coming to you first, 

so you have the opportunity, or it goes to your competitor.’ So in some cases, if your 

idea is hot enough and pertinent enough, you can come in on an equal footing.”1168 

 (John Higson, social entrepreneur) 

                                            

1162  DM-TO-190 
1163  DM-AM-251 
1164  DM-SS-332 
1165  DM-SP-140 
1166  DM-SP-162 
1167  cf DM-SS-332/337/356, DM-SP-138, DM-JH-191 
1168  DM-JH-191 
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“The general rule of thumb is that you should always ask for money when you 

don’t need it. Cause then you’re not desperate. Then you can afford to say no.”1169 

 (Sebastian Stjern, social entrepreneur) 

Investors determine the rules of the game 

Third, it is usually the social entrepreneur who has to prove that she or he is 

worth an investment. Though participants agree that both business angels and social 

entrepreneurs require certain personal and professional criteria from their potential 

business partner, it seems that business angels have the final say in determining the 

rules of the game. This can be deducted from statements of some of the participants, 

who explicitly discuss that social entrepreneurs need to adopt the investor’s 

language, adhere to their rules and attitudes, hence enter the investment discourse 

on the investor’s terms. The business angels deem this a prerequisite to establish a 

proper basis of communication with the potential investor.1170 One business angel 

among the participants states that she has experienced especially female 

entrepreneurs to struggle in adopting a language regarded as proper in an 

investment context.1171 

“I’ve been a lot involved in women entrepreneurs and how they interact with 

investors. And they don’t use the same language at all. And in some ways, you have 

to do that. You have to adjust your language, the way of presenting things, so you 

can communicate.”1172 (Anna-Carin Månsson, business angel) 

“I’ve learnt a lot about presenting, you know, the right material for them to be 

secure in making their investment decision as well. Creating security for investors is 

a very important thing.”1173 (John Higson, social entrepreneur) 

However, participants think such adoption of the investors’ rules of the game may 

have negative consequences for social entrepreneurs, as they risk losing their 

authenticity.1174 Concerning language one business angel among the participants 

criticizes certain taboos she finds time and again especially among investors. She 
                                            

1169  DM-SS-356 
1170  cf DM-SP-132, BI-HH-052/084/150, BI-AM-140 
1171  cf DM-AM-199 
1172  BI-AM-140 
1173  BI-JH-050 
1174  cf DM-SP-132 



  197 

states that as social entrepreneur it might be difficult or even inadvisable to use the 

term responsibility, as this is deemed rather negative by certain investors and might 

fend them off of a potential investment.1175 

Opacity of information seemingly favours social entrepreneurs 

Fourth, there is one particular aspect which seems to work in favour of the social 

entrepreneur prior and post an investment decision, thus linking the two stages 

described above, which is opacity of information. The founder and/or manager of a 

venture always has the advantage of information over an outsider, in this case an 

investor. This, however, might be an ostensible advantage only, as it lets investors 

act even more carefully and hesitantly, requiring the social entrepreneur to disclose 

as much information as possible in order to lay the groundwork for a basis of trust 

between investor and investee. As to the factor of trust participants agree that only a 

partnership of equals based on trust and mutual respect lets the venture thrive, 

develop, and function properly. One participant candidly states that it is not advisable 

for any party to play the power card in order to not damage a long-term relationship 

that needs to be built on trust.1176 

“I clearly define what I expect from them, asking ‘How will our relationship [look 

like]? How will I be involved?’ After a period of time I see what kind of relationship it 

will be. What kind of information they provide me with and how they are involving 

me.”1177 (Hansi Hansmann, business angel) 

Regarding operations social entrepreneurs and business angels need to 

delicately balance their relationship, as participants agree. Social entrepreneurs 

might have an information advantage and a clear state of mind about the direction 

they want the venture to proceed to. However, they also might have too little 

experience to make the right decisions, resulting in the investor’s perception that their 

investment might be endangered. Thus investors might want to take over control 

entirely, developing the venture in contradiction to the social entrepreneurs’ goals.1178 

Hence, opacity of information prior and post an investment usually leads to installing 

                                            

1175  cf BI-SP-159 
1176  cf DM-AM-245, DM-HH-188, BI-HH-110/114/150 
1177  BI-HH-150 
1178  cf BI-SS-097, BI-HW-073 
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tight and sophisticated contracts regulating rights and duties of the potential business 

partners.1179 

“I leave decisions, including sometimes strategic decisions, to my partners, when 

they are very much convinced to do so, even if I’m not as convinced. It’s always more 

their business than mine, it was their idea.”1180 (Hansi Hansmann, business angel) 

“You have to trust that the entrepreneur knows what’s the best for the company. 

The investor doesn’t always have the right feeling. You always have an advantage in 

the information when you run the business, which no one else can have.”1181 

 (Anna-Carin Månsson, business angel) 

“I’ve learnt that if you don’t have really tight contracts with investors, then an 

investor [can be] very changeable. They’re looking at their money, they made it, their 

focus is very much there. Any signs of danger, if you don’t have [...] sort of tied down 

[everything] then you can lose your investor.”1182 (John Higson, social entrepreneur) 

“In a business partner relationship, there’s always a power aspect. Unless you 

have a sleeping partner, a sleeping investor who has no interest at all in the running 

of the business.”1183 (Hilary Warmoth, social entrepreneur) 

Money rules 

There is also critique coming from the participants concerning the major role and 

importance money receives from most actors in the field, particularly in comparison 

to other forms of investment, and thus the amount of power financiers are getting. 

There are other aspects a social entrepreneur requires from an investor, for instance 

their experience, competence, or network. All these qualities are needed to address 

the various challenges during the development of a venture. They may come from 

different partners in the venture, investors and investees alike, and ideally should be 

                                            

1179  cf BI-JH-050, BI-HW-099, BI-HH-150 
1180  BI-HH-110 
1181  DM-AM-245 
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complementing each other. Hence, valuing each other and each other’s 

competences is essential for a working relationship.1184 

“It’s all about the team goes together with all the different competences. Quite a 

lot of investors say ‘money is everything’. But money isn’t everything. They say ‘My 

money is worth more than the time that you would put in’. That’s a complete load of 

rubbish. The competence is vital, the money on it’s own wouldn’t create anything 

unless you got the competence, time and created a bedrock.”1185  

 (John Higson, social entrepreneur) 

“If the investor says, ‘I’ve put in 40 50 60 80 percent of the value of this business, 

therefore I can dictate what we should do and how we should do it’ and I don’t concur 

with those views and values, than I would rather walk away than take the money. The 

relationship is more important to me than the investment.”1186  

 (Hilary Warmoth, social entrepreneur) 

Still, most of the times an equal partnership is derived only on the basis of shares 

of equity, valued in monetary terms, and not on other forms of investment or 

contribution, for instance time, network, or competence.1187 An explanation for that is 

given by one of the business angels, who states that it can be problematic to value 

contributions in other means than monetary ones.1188 She further notes that the only 

way for a social entrepreneur to pay an investor is by shares of their company.1189 

Another participant attempts to provide an alternative approach by viewing investors 

just as any other team member, awarding them the same rights and duties as the 

other team members, independent of the kind of investment they make, i.e. financial 

contribution, experience, knowledge, or network.1190  

                                            

1184  cf BI-JH-109, BI-HW-089 
1185  BI-JH-109 
1186  BI-HW-089 
1187  cf BI-HH-052 
1188  cf DM-AM-239 
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1190  cf DM-SC-165 



  200 

“I try to find partners where I have the feeling that we are equal partners. That’s 

also the reason why I never put in money just to get two or three or five percent. I 

always want an important percentage of the company, more or less the same 

percentage my partners have. [...] Then we have equal rights.”1191 

 (Hansi Hansmann, business angel) 

“I wouldn’t say it’s easy, because there’s a gap, it’s a mixture between money 

and work. How do you value money, how do you value work?”1192 “The payment the 

entrepreneur can give is always just shares. And if they’re not willing to pay with 

shares, then sorry, no money.”1193 (Anna-Carin Månsson, business angel)  

In general it can be observed that though non-financial contributions might be 

viewed as important as financial ones, eventually money is used as the terminal 

method of valuation and assigning rights and responsibilities, thus giving those who 

have money power over those who have not. Overall this leads to the conclusion that 

business angels command greater power over social entrepreneurs than vice versa.	  

6.4 Factors facilitating the business relationship between social 
entrepreneurs and business angels 

This chapter first discern factors, which facilitate the business relationship 

between social entrepreneurs and business angels, and then attends to potential 

barriers. It begins by investigating the strong position of trust, and the notion that 

angel investing acutally is people’s business. Second, scrutiny is applied to the 

selection process and criteria employed by social entrepreneurs and business 

angels, and the business angels’ preconditions, which the social entrepreneur must 

fulfill, are analyzed up close. Third, this chapter investigates how social and 

environmental impact, as well as the value of social entrepreneurship is 

communicated. Fourth, an examination is provided of the social entrepreneurs’ 

demands on business angels to contribute with expertise, personal interest and their 

network, beyond the supply of financial means. Sixth, the authors look at 

measurements to assess performance and success: return on investment, profit, and 

measuring social and environmental impact. The authors proceed to hindering 
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factors, beginning with the tendency that social entrepreneurs and social ventures 

seem not to fit into commercial investment schemes and which challenges a social 

venture has to face when searching an investor. 

There are many more factors related to angel investments, which also have been 

discussed in a more general form during the interviews, e.g. formulating a business 

idea and a unique selling proposition (USP), how to approach an investor, due 

diligence, risk management, valuing the business and discussing whether a financial 

investment is more or less worth the time an entrepreneur has put in, principal-agent 

issues, level and form of engagement of the investor, and business angels’ desire for 

long term investment. However, as these factors are universally applicable to both 

commercial and social entrepreneurship they are beyond the scope of this study. 

Furthermore they have already been discussed largely and in great detail in 

investment research literature,1194 hence they are left out of this analysis. 

During the interviews the participating business angels sometimes refer to 

themselves and others as business angels, and other times as investors or social 

investors. For clarity it will be denoted which kind is referred to in the summaries and 

quotes below.  

The method used in this section is different from that used in the first three 

sections of the analysis. In order to find patterns of meaning the authors used 

meaning tables. This section was constructed in six steps. First, all texts were 

scanned for potential factors selecting relevant quotes. Second, the quotes were 

clustered according to meaning and context. Third, since the material is very 

extensive quotes were occassionally edited to better convey meaning and 

message.1195 Fourth, each quote was categorized according to a derived meaning 

topic in the meaning tables. Fifth, a generalized summary was written of each topic 

based on the themes of every group of quotes. Sixth, due to restrictions on available 

space all meaning tables have been put into the appendix. However, the authors kept 

a few quotes to exemplify the participants’ reasoning. 

                                            

1194  cf Loewen (2008), Hill, Power (2002) 
1195  All quotes can be looked up in their original version in the transcripts that are provided in the 

appendix of this study. Footnotes refer to the exact source of each quote. 
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6.4.1 Factors  
Trust and people’s business – above all  

This section deals with the factor that is most important to business angels when 

deciding on a potential investment: trust. Trust and personal chemistry seem to 

outrank all other factors by far when it comes to assessing the potential investee. 

Further this section describes from the point of view of social entrepreneurs how to 

find the right investor. 

“I could not take a decision based on a business case or model, because most of 

the time there is none yet. It’s just an idea – and me believing that person is capable 

of making it come true.”1196 (Selma Prodanovic, business angel) 

“Trust is built on that you know how a person functions. Because when you don’t 

know how a person is going to react, there’s no trust, there’s no way of building a 

relationship together.”1197 (Sylvie Chin, social entrepreneur) 

“It has to feel good on a personal level with the people doing the business. The 

personal chemistry is important.”1198 (Tony, business angel) 

“It’s intuition if an investor fits you or not.”1199 (Sylvie Chin, social entrepreneur) 

Trust is key 

According to the social entrepreneurs, factors adding to trust in a business 

relationship are a known track record1200, high quality dialogue1201, and getting to 

know each other better1202. A high level of trust could even save the business 

relationship if the social entrepreneur does not manage to achieve the business’ 

objectives.1203 The business angels largely concur with the view that building a 

business relationship is based on trust: getting to know the investee, and their 

professional capacity add to trust1204, so does working with people you know very 
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well1205. Trust includes communicating about difficult things and finding solutions1206, 

a high level of trust can increase the entrepreneur’s autonomy1207, and a known track 

record of the investee adds to the level of trust.1208 

Personal characteristics of the investee – “People’s business” 

“They looked at the budget and the business plan, but that wasn’t the main thing. 

I think they invested in the idea and us as entrepreneurs.”1209 
 (Sebastian Stjern, social entrepreneur) 

The business angels agree that the personal characteristics of the investee 

essentially inform their assessment whether or not they consider the investee 

trustworthy. All of the business angels put trust before other characteristics, such as 

professional capabilities. They highlight that it is important to trust your gut feeling 

and develop a feeling of liking in order to establish a business relationship.1210 

People are seen as a prerequisite to success1211, hence developing a feeling for 

finding the right people is essential.1212 It is suggested that a business partnership 

should be maintained similarly to a private relationship by investing time, care, and 

effort.1213 

All these statement prove how strong the personal relationship must be in the 

facilitation of a business relationship. Having empathy with the investees could even 

lead to investment decisions that are bad for the investors.1214 A positive effect of a 

strong personal relationship based on trust and liking each other is that it opens up 

room for exploring and developing other new ideas, beyond the initial investment.1215 

Putting so much emphasis on the investee as a person also makes the image of the 

business angels’ selection criteria even more complex, since personal liking may be 

a matter of more flexibility than e.g. business data. This strong emphasis on the 

                                            

1205  cf BI-AM-009 
1206  cf BI-HH-082 
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person further suggests a change of strategy and process regarding both, investor 

and investee. Instead of presenting the idea first and getting acquainted in detail 

afterwards it might be more effective to start with getting to know each other before 

talking about the idea. However, according to the business angels this is rarely the 

case when entrepreneurs approach investors.1216 

Adding to the topic of trust is that both social entrepreneurs and business angels 

are searching and hoping for chemistry in the business relationship.1217 It is 

underlined that chemistry might be even more important in a business with zero or 

very low returns, since there need to be a meeting of minds and desires to deal with 

forgoing financial returns.1218 

6.4.2 Selection criteria: preconditions, personal characteristics, professional 
capabilities 

This section discerns the criteria social entrepreneurs and business angels 

specifically factor in when looking for an investor or an investment opportunity, 

respectively. It begins by describing which preconditions must be fulfilled for a 

business angel to consider an investment, and continue with the selection criteria 

social entrepreneurs’ and business angels’ employ. Even though a relationship of 

trust may have been established between the investor and the potential investee, the 

journey towards an investment is still a long one.  

Preconditions defined by the business angels 

“Everyone wants to contribute to this. They just don’t know how to, and in what 

kind of project.”1219 (Anna-Carin Månsson, business angel) 

 

Some of the business angels answer the question whether social ventures are 

interesting to invest in or not with both yes and no, depending on the context in which 

the topic was discussed. But the overall answer seems to be yes. The business 

angels state that there ought to be many investors out there who may be willing to 

invest1220, and that social entrepreneurs must not be afraid of thinking big and need 

                                            

1216  cf BI-AM-130, BI-TO-086, DM-SP-103, DM-TO-115 
1217  cf BI-HW-097, BI-SS-111, BI-TO-088 
1218  cf BI-HW-083 
1219  DM-AM-201 
1220  cf DM-AM-201 
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to approach investors with big money.1221 But for an investment to actually happen, 

the business angels present many preconditions connected to their yes. Some of 

these are specifically directed to social ventures: social aspects1222 or mission1223 

must not overshadow the economic outlook1224; if the extent of idealism the business 

is based on is too large it will not work1225; the investment must support the business 

angel’s core business1226; solving social and/or environmental issues must go along 

with huge business expansion potential1227; and other preconditions such as personal 

sympathy, must be fulfilled.1228 The business angels also point out factors, which 

hinder them from investing: there are not enough good projects to invest in1229 and 

they do not know how to contribute.1230 

Apart from trust, there are several preconditions, which must be fulfilled before an 

investment comes into question. The number of investments an investor is willing to 

make may depend on circumstances such as their current prioritization of their own 

availability1231 or if the potential investment belongs to a field of interest to the 

investor.1232 Second, a number of conditions described below must be met. The 

social venture has to show both huge potential in general1233 and huge profit potential 

in particular1234 in order to attract an investor’s interest. Furthermore an investee 

must disclose their track record.1235 There has to be a fit between the potential 

investment/investee and the investor’s goals and desires, the needs of a larger 

audience, and a feeling of pride to invest in a particular venture.1236 And the 

company’s state of development in a venture’s life cycle needs to match the 

                                            

1221  cf DM-TO-193 
1222  cf BI-HH-060 
1223  cf BI-SP-163 
1224  cf DM-HH-028 
1225  cf DM-SP-092 
1226  cf DM-TO-117 
1227  cf DM-AM-229 
1228  cf BI-HH-038, DM-AM-086 
1229  cf DM-SP-144 
1230  cf DM-AM-201 
1231  cf BI-AM-094 
1232  cf DM-TO-113, BI-AM-134 
1233  cf BI-HH-136 
1234  cf BI-AM-134 
1235  cf BI-AM-126 
1236  cf BI-SP-153 
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investor’s preferred investment stage.1237 Moreover, the investor has to find an 

investment opportunity sexy in order to find it attractive enough.1238 

Several of the business angels emphasize their desire to make money through 

their investments,1239 hence underline the relevance and quality of the financial data 

provided.1240 Some point out that the financial background can be of lesser 

importance in making an investment decision.1241 In such cases an investment is 

founded on an emotional assessment rather than financial reasoning,1242 expressed 

through gut feeling, the sense of doing good, and helping others to do good.1243 One 

investor emphasizes that the investors’ gut feeling and profit potential are equally 

important.1244  

Social entrepreneurs’ selection criteria 

“You need an investor who’s got a similar mindset and a similar desire.” 1245  
 (John Higson, social entrepreneur) 

“We want investors that fit our values.”1246 (Sylvie Chin, social entrepreneur) 

The social entrepreneurs emphasize the following criteria when looking for or 

choosing an investor: only going for the investor’s financial contribution does not 

work;1247 there has to be a meeting of minds and similar desir;1248 commitment and 

willingness to learn, use and share of the investee’s experiences;1249 and mutual 

respect.1250 A potential investor’s fit needs to be evaluated on a case-to-case 

basis.1251 Three selection criteria are mentioned as specific for social ventures: there 

has to be a fit with the core values of the social venture;1252 alignment or willingness 

                                            

1237  cf BI-SP-153 
1238  cf BI-HH-136 
1239  cf BI-AM-080 
1240  cf BI-AM-080 
1241  cf BI-SP-076 
1242  cf BI-TO-001 
1243  cf BI-TO-024 
1244  cf BI-TO-024 
1245  BI-JH-050 
1246  BI-SC-074 
1247  cf BI-JH-050 
1248  cf BI-JH-050 
1249  cf BI-HW-099 
1250  cf BI-HW-084 
1251  cf BI-SS-133 
1252  cf BI-SS-200 
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to align with the ethics of the venture;1253 and alignment with the social ventures’ view 

on social and environmental impact.1254 

Business angels’ selection criteria 

“My investments aren't based on financial issues, more on heart issues.”1255  

 (Tony, business angel)  
“I would never have invested in this particular project if I hadn’t worked with my 

key contact before.”1256  (Anna-Carin Månsson, business angel) 

 

In comparison to the social entrepreneurs’ list of selection criteria, the business 

angels’ list is considerably longer. Personal and professional characteristics the 

business angels want to see in potential investees include: 

• Strong abilities, high level of execution, bravery, high level expertise;1257 

• Extensive passion;1258 

• Ability to focus their time and efforts;1259  

• Energy, characteristics of a doer;1260 

• Personal belief and a strong drive to create something;1261 

• They need to show humour and be fun to work with.1262 

Moreover the investee has to be able to illustrate an executing strategy and 

present evidence of a strong1263 and passionate team1264, which will remain 

passionate.1265 Investees also must be able to answer certain questions on hard 

facts:1266 

• What are the expected turnover, profit, and growth rates? 

                                            

1253  cf BI-JH-068 
1254  cf DM-JH-179 
1255  BI-TO-001 
1256  BI-AM-126 
1257  cf BI-AM-140 
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1265  cf BI-TO-098 
1266  cf DM-AM-201 
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• When will the investment be paid back? 

• What will the organization look like? 

• What are the risks? 

• Who else will invest? Hence, whom will the investor share risk with? 

These criteria suggest that business angels decide based on a mix of emotional 

and rational factors, ranging from desires, personal interests and goals, to financial 

objectives. Confirmation of these findings can be found in literature1267, though the 

business angels in this study seem to emphasize the emotional array of criteria even 

more. Very few, if any of the criteria mentioned above are specific to social ventures, 

which may indicate that e.g. social and/or environmental impact is very far down the 

list of what the business angels are looking for. 

6.4.3 Communicating social and environmental impact, and the value of social 

entrepreneurship  
This section examines how social entrepreneurship, social ventures and social 

and environmental impact are communicated.  

Social and environmental impact 

“I’m looking to make a win-win a win-win-win-win-win-win all over the place. And I 

think by doing that you generate a much better project in all ways; economic, 

environmentally and socially.”1268  (John Higson, social entrepreneur) 

“I think you can concinve almost everybody to look at the values that you are 

bringing in. It needs to be a Gordon Gecko kind of guy not to be compelled by social 

impact.”1269  (Tony, business angel) 

The double or triple bottom line, including social and/or environmental impact is 

one of the most distinctive features of social entrepreneurship. The social 

entrepreneurs note that employing social and/or environmental impact can allow 

charging a price premium, which could also result in higher returns for the 

investor.1270 A prerequisite to success might be to make trade-offs on social and 

                                            

1267  cf Loewen (2008), Hill, Power (2002)  
1268  BI-JH-018 
1269  DM-TO-183 
1270  cf DM-SS-446 



  209 

environmental impact, but the opposite also can be true.1271 When experts on triple 

bottom line and sustainability work together with finance people they have great 

potential to create change together.1272 The business angels agree that few people, 

perhaps only somebody very ruthless and egotistic could argue against social and/or 

environmental impact.1273 One business angel notes that social impact can be difficult 

to define.1274 Another business angel underlines that society does not give social 

and/or environmental impact the right value, compared to financial activities1275, and 

therefore suggests to urge governments to establish regulations, which make acting 

socially and environmentally sustainable as high a priority as financial sustainability. 

This would change the behavior of actors, which act according to law.1276 

It is noteworthy that most participants speak of social impact leaving out 

environmental impact. Some of the participants explain that environmental impact is 

very important, but that they are not actively addressing environmental issues: one 

social entrepreneur notes that environmental impact is similar to social impact, but 

that he does not have enough competence or experience to work with environmental 

issues.1277 Another suggests that environmental impact, or doing no harm to nature is 

intrinsic to social impact.1278 A business angel explains that environmental impact is 

highly important, but that social impact is more important since solving social issues 

in turn will solve environmental issues.1279 

Communicating the value of social entrepreneurship 

“I’ve discussed this with other social entrepreneurs. It’s about the message you 

put out to investors, right now social entrepreneurship means, “Become a social 

entrepreneur and you’ll be poor until the end of your life”.1280 
 (Sylvie Chin, social entrepreneur) 
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“If you really say health, green, or social entrepreneurs, you have to have a 

picture what it looks like. It has nothing to do with making money.”1281 
 (Anna-Carin Månsson, business angel) 

How social entrepreneurship is communicated is a sensitive issue in facilitating a 

business relationship as has been discussed in the previous section addressing 

definitions. According to business angels words like health, green, or social 

entrepreneurship do not have anything to do with money for an investor1282, that 

there are also parallels between the communicational patterns of women 

entrepreneurs and social entrepreneurs – both tend to talk about their dreams, rather 

than e.g. the financial reality of their business – something business angels generally 

do not approve of.1283 One social entrepreneur highlights this by wondering how 

social entrepreneurs can convey their message about social and/or environmental 

return to an investor when investors are rather used to speak in terms of profit and 

market potential, innovation, and market domination.1284  

The social entrepreneurs deem these factors as important when addressing 

investors: How and what regarding social entrepreneurship is communicated to 

investors, since it currently communicates poor economic performance, and low 

returns1285; to know how and what to communicate to an investor depending on how 

extensive their knowledge of social entrepreneurship is.1286 In order to gain 

investments social ventures cannot be presented and marketed in the same way as 

commercial ventures,1287 for social investors are rather driven by social impact and 

doing good. Since social ventures want to generate social and/or environmental 

returns, a potential investor needs to share this objective, or at least be interested in 

this kind of returns.1288  
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6.4.4 Business angels expected to contribute expertise, personal interest and 

network 

“We saw that we could use the investor’s expertise to bring the company to a 

new level. That was the kind of investor we were looking for.”1289 

 (Sebastian Stjern, social entrepreneur) 

“I contribute with money. That’s the major thing, that’s what people with ideas 

normally need. And then myself, my time, ideas, and opinions.”1290 (Tony, business angel) 

 

Even though the social entrepreneurs’ list of selection criteria is rather short, they 

have a long list of expected contributions they require from business angels. A great 

number of items on this list indicate that business angels are expected to add many 

personal qualities, beyond contributing financial resources. One of the social 

entrepreneurs summarizes, “A business angel we met wasn’t interesting for us since 

he didn’t know anything about our line of business; he could only bring money to the 

table.”1291 The social entrepreneurs’ expectations include:  

• Personal interest, time, effort and commitment;1292 

• Working with the ventures, share contacts, network and experience;1293 

• Time, and competence;1294 

• Opening doors;1295 

• Wisdom, and strategic thinking;1296 

• Expertise.1297 

The business angels respond by mirroring the social entrepreneurs’ expectations. 

They claim to provide:  

• Network, competence, and mentoring;1298 

• Expertise, participation, and coaching;1299 

                                            

1289  BI-SS-125 
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• Skills; 1300 

• Time, ideas and opinions.1301 

6.4.5 Measurements to assess performance and success 
Measurement of social and/or environmental impact was intensely discussed 

during the interviews. This section investigates the role of measurements to assess 

performance and success in terms of measuring social and environmental impact, 

profit and return on investment plays in facilitating the business relationship. 

Return on investment (ROI)  

 “If all investors want is financial returns then actually they can’t complain when in 

order to achieve those financial returns people abuse the environment or whatever 

else it might be, because any target you set drives behaviours. That applies to 

investments just as it does in any other field.”1302  (Hilary Warmoth, social entrepreneur) 

“If I invest money, of course I want to get money out of it.”1303  
 (Anna-Carin Månsson, business angel)  

Participants present a complex and partly contradictive image of the social 

entrepreneurs’ relationship to return on investmen. A central view is that social 

entrepreneurship is about returns on both ends, as both the investor and the 

beneficiary should benefit from the investment.1304 One social entrepreneur notes 

that it can be problematic to understand the motivation and expectations on returns 

that an investor has.1305 We find quite some ambiguity concerning the legitimacy of 

social ventures. One social entrepreneur suggests a cap on financial returns, and at 

the same time returns are expected at the same or even higher levels than from 

commercial ventures.1306 However, excessive levels of return on investment may 

even threaten the legitimacy of social ventures or attract the wrong kinds of investors. 

Diminishing levels of return, on the other hand, would not attract any investors at 

                                            

1300  cf BI-HH-034  
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1302  BI-HW-138 
1303  BI-AM-063 
1304  cf DM-HW-184 
1305  cf DM-HW-112 
1306  cf BI-SC-030 



  213 

all.1307 It is also seen as the social entrepreneurs’ task to enlighten investors that 

investing in a social venture is not imminently connected with losing money.1308 

The business angels present a rather clear image. In a long-term perspective 

their financial investment has to be paid back, some also expect a dividend.1309 The 

investors who do not expect to receive financial returns from a social venture are 

deemed a minority.1310 But also here contradiction can be found as social ventures 

are said to be incapable of generating financial returns at all.1311  

The social entrepreneurs express that it can be problematic to understand the 

motivation and expectations that an investor has on returns.1312 It is also noted that 

having gained an investor, it is crucial to keep them pleased, so that they are willing 

to reinvest.1313 The business angels urge social entrepreneurs to address financial 

issues, since that is part of the reality of running a business. There seem to be a 

lingering impression that social entrepreneurs tend to rather ignoring these issues, 

due to lacking financial literacy, competence, or interest.1314 

Other motivations may be more important than financial returns for the investor, 

such as the interaction between investor and the founding team.1315 Also here a 

contradictive notion is introduced: business angels supporting e.g. young 

entrepreneurs may claim they are motivated by a feeling of doing good, but still end 

up demanding higher returns on investment than a venture capitalist.1316 

Exploring return from a wider perspective indicates that the current macroeconomic 

situation might be favourable for approaching investors, since the outlook to get 

considerable returns from traditional or conservative investments, for example 

savings accounts or government bonds, is rather dire. But what happens when the 

situations changes?1317 The introduction of tax regulations to encourage businesses’ 

behaviour toward a more diverse view on returns could have positive effect for social 
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ventures employing a double or triple bottom line.1318 Furthermore, the whole palatte 

of commercial actors, including investors, start-ups, fund managers, incubators, and 

intermediaries, should be educated about an inclusive perspective of returns locking 

social and/or environmental impact with financial return.1319 This is also related to the 

insight that specific targets drive behaviour in a business: financial targets lead to 

shareholder value and profit maximization, and targets including social and/or 

environmental impact promote stakeholder value and profit seeking.1320 Despite the 

participants’ many insights on the topic, it is worth noting than the term social return 

on investment (SROI) is not used at all during the interviews.  

Profit key to financial sustainability and greater impact 

The concept of profit was also extensively discussed throughout the interviews. A 

social entrepreneur notes that, “It’s very difficult both for investors, governments, and 

everyone else to be able to differentiate what is truly a social enterprise, and how big 

and strong is the profit motive?”1321 These difficulties to define profit permeate the 

discussion. 

The social entrepreneurs agree that profit is a prerequisite for maintaining a 

social venture and creating financial sustainability.1322 It is not a question whether to 

pursue profit or not, but considering what a right and fair amount of profit could 

be.1323 A small profit that ensures the social venture’s financial sustainability is 

deemed legitimate, while an enormous profit, or profit resulting in the suffering of 

other people is not.1324 Higher profit margins should come from charging customers a 

price premium, rather than accepting returns lower than possible for the owners.1325 

Through a financially sustainable social venture1326 profit can contribute to greater 

social and/or environmental impact and up-scaling.1327 
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The business angels also regard profit as a prerequisite to financial sustainability 

and legitimization of a social venture.1328 They also agree that it is not a question 

whether to have profit or not, but how to achieve it and use it.1329 A social venture 

has to make a reasonable profit, so the entrepreneur (in social as well as commercial 

environments) can make a living. Entrepreneurs can legitimise their business only by 

having paying customers, which is described as the nature of entrepreneurship.1330 

Measuring social and environmental impact 

“One solution is to monetize it. Because success will be measured in money. It’s 

one way where people get it straightforward: what’s it worth?”1331  

 (Sylvie Chin, social entrepreneur) 

“Measuring is not easy. I work with these elite management companies. How do 

you measure change? How do you measure the impact you do in an organization? 

It’s not easy. But I think it can be done.”1332  (Anna-Carin Månsson, business angel) 

Several participants recognize extensive problems with monitoring and 

measuring social and/or environmental impact. The social entrepreneurs say that it 

can be difficult to prove the social impact of a particular investment1333, and that 

social impact can create intangible changes, which are difficult to measure1334 and to 

express in monetary means.1335 Measuring social and/or environmental impact or 

change is difficult to achieve for very experiences businesses as well.1336  

Throughout the discussions both social entrepreneurs and business angels 

provided a number of solutions for measuring and monitoring social and/or 

environmental impact. 

• Social impact could be legitimized by documeting a trail of evidence.1337 

Such trail should be developed and implemented already when designing 
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the business model. External auditors could validate evidence, and PR 

and marketing could convey the social and/or environmental impact that is 

achieved in a manner which appeals to the investor.1338 

• Statistics could be enhanced by stories of improvement of quality of life 

told by the beneficiaries.1339 

• Indicators of social and/or environmental impact should frequently be 

compared to predetermined targets, the level of satisfaction among the 

team, beneficiaries, and customers1340, or the happiness index.1341 

• Social and/or environmental impact that is transformed into monetary 

values is easier to communicate1342, especially when it comes to 

displaying that social and/or environmental impact can create financial 

value.1343 

• Employing a strategy that links international policy documents to the 

performance of companies’ social and/or environmental impact could 

clarify the expectations on companies and stimulate action.1344 

Similarly to one of the social entrepreneurs, a business angel suggests that 

measurements of social and/or environmental impact should not be limited to the 

provision of a service, but the effects on the beneficiaries must be monitored and 

measured.1345 Also, connecting an investment directly with the social and/or 

environmental impact achieved raises the value of the investment.1346 Despite a 

reluctant view on governmental regulations on e.g. environmental impact, when such 

regulations would be implemented they could promote or even force environmental 

friendly conduct among companies.1347  

6.4.6 Barriers 

Each of the topics above provide an if, which challenges the chances of 

facilitating a business relationship: if there is a high sense of trust and liking between 
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the parties; if the social entrepreneur meets the business angel’s preconditions; if 

there is a match between the social entrepreneur’s and the business angel’s 

personal characteristics and professional capabilities; if there is a meeting of minds 

concerning social and environmental impact and the value of social 

entrepreneurship; if the business angel is willing to supply their expertise, personal 

interest, and network beyond financial contribution; if there is an agreement 

regarding the relevance and method concerning the level of return on investment and 

profit; and if there is an agreement on methods of how to measure social and 

environmental impact. 

However, as if these if’s were not enough, there are a number of factors, which 

are directly hindering a business relationship: social entrepreneurs are not regarded 

fitting into commercial investment schemes; and the challenge of finding an investor 

in a relatively small pool of investors that are willing to invest in social ventures. 

Social entrepreneurs do not fit in commercial investment schemes 

“We wouldn’t fit in any typical fund or any other typical investment – because we’re 

social. Because we cannot promise, and we don’t want to promise investors that they 

will get millions out of this company because this is not going to happen.”1348 

 (Sylvie Chin, social entrepreneur) 

“If you don’t have time to really understand the whole idea, a lot of ideas will get 

lost. Not because they aren’t good, or couldn't be improved, simply because they do 

not fit the normal box.”1349 (Selma Prodanovic, business angel) 

 

Both social entrepreneurs and business angels describe that social ventures and 

social entrepreneurship are often perceived as not fitting into the general commercial 

investment schemes. Arguments presented indicate a lack of investors’ knowledge 

as well as some unwillingness to assign more time for learning and understanding 

the particularities of social ventures.1350 Adding the word social and not being able to 

promise as big a financial return on investment as commercial start-ups might 
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promise apparently create problems.1351 There is also evidence that adjusting to 

business angels’ requirements is a more realistic and promising solution for attaining 

an investment than hoping for business angels to adjust to social entrepreneurs’ 

requirements.1352 By playing along with the rules of commercial ventures, and 

appealing to commercial investors’ feeling of doing good1353 it is however possible to 

gain recognition.1354  

Finding an investor for a social venture 

How do I find investors that are interested in the same social aims as the 

business that I’m looking to start up”1355 “It’s quite a small pool of potential investors, 

unless I’m looking in the wrong place. If I include CSR foundations there’s a bigger 

pool, but then I’m looking at promoting a completely different concept and 

product.”1356 (Hilary Warmoth, social entrepreneur) 

There are investors like me out there – you just need to find them.1357  
 (Selma Prodanovic, business angel) 

The social entrepreneurs express many thoughts on how to find the right investor 

for their social venture since the pool of potential investors seems to be very small. 

Access to a greater number of potential investors increases chances of finding the 

right one.1358 Understanding the motivation of the investor also increases the 

chances of a potential fit.1359 One social entrepreneur relies on intuition to tell if there 

is a fit or not between investor and investee.1360 Finding an investor for a social 

venture may require looking at another type of investors, than the usual commercial 

investor.1361 
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7 Conclusion 
The final chapter intends to connect all the dots that emerged throughout this 

study by proceeding from a brief wrap up of main findings to outlining a theory that 

attempts to explain what the authors believe is a discursive gap between the 

business angels’ and the social entrepreneurs’ discourses. This gap apparently 

emerges when the word social is added to entrepreneurship, as it seems to create a 

new idea of entrepreneurial conduct that is located in a nascent and yet 

undetermined domain. However, the authors want to stress that this theory shall be 

considered another input into a larger discussion. The chapter concludes with an 

outlook highlighting both practical and further research ideas to bridge the discursive 

gap and thus improve social entrepreneurs’ chances to receive angel capital. 

7.1 Wrap up of findings 
Despite a considerable increase of activities in the domain of social 

entrepreneurship during recent years, such as establishing conferences and 

educational programmes, intense media coverage, the emergence of various support 

platforms, and more and more people advocating a new economic paradigm and 

thus engaging themselves in initiatives promoting change, there is still a high degree 

of uncertainty and insecurity concerning this domain. This study’s findings indicate 

that uncertainty and insecurity may be attributed partly to the heterogeneity of the 

field. Missing boundaries and a multitude of possible definitions stimulate speculation 

and confusion. The field seems to oscillate in a space outlined by culturally, 

traditionally, contextually, legally, and geographically coined determinants. 

One of several ramifications is that not many examples are known of social 

entrepreneurs and business angels having entered in a business relationship with 

each other. Aside from sporadic exposure or the occasional investment in a social 

venture, this study could not find examples that might be used to illustrate specific 

cases or function as templates for replication. Further, according to the authors’ 

analysis it seems to be rather difficult for social entrepreneurs to determine the rules 

of the game when seeking financing. A number of aspects suggests that business 

angels have more power than social entrepreneurs in the fight for funding. These 

aspects include a market structure of excess demand, and idiosyncrasies of the 

process of angel investments, which allow business angels to select among 
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numerous ventures during a period of several weeks or even months, while social 

entrepreneurs need to work hard to even be assigned a pitching slot of only a few 

minutes to make their case. Moreover, it is the group of business angels or in more 

general terms investors, who state the requirements social entrepreneurs must meet 

in order to qualify for potential investment. Among these requirements one factor 

outweighs all others: trust. Without trusting the social entrepreneur and her or his 

idea no business relationship will find nourishment to grow and evolve. 

Figure 7.1: Selection criteria during the investment process1362 

 

The other factors include matching the social entrepreneurs’ and business 

angels’ personal characteristics and professional capabilities, if the business angel is 

willing to contribute expertise, personal interest, and network beyond their supply of 

financial means, and of there is an agreement on social, and environmental impact, 

the value of social entrepreneurship, level of return on investment, profit and method 

to measure social and environmental impact. 
                                            

1362  Bauer-Leeb, Lundqvist (2011) 



  221 

7.2 Theory of the discursive gap 
Both theoretical and empirical data gathered and presented in this study suggest 

a picture of multiple discourses and a discursive gap between the business angels’ 

and social entrepreneurs’ discourses that might explain why there are almost no 

cases of business angels invested in social entrepreneurs’ ventures. 

7.2.1 Recalling the big “D” discourse 
As mentioned in the beginning and now recalling, Gee’s theory of big “D” 

discourse1363 expands the discourse concept beyond linguistics to comprise of ways 

of thinking, values, beliefs, social relationships, historical and current scientific 

knowledge, common sense, practical experience, training, conventions, ideologies, 

and other determinants that make up a human being. Furthermore, according to the 

philosophical worldview of social constructivism reality is determined by social 

artefacts, which receive their meaning through interaction and negotiation of human 

beings. Hence, each discourse could be viewed as a socially constructed artefact 

conveying meaning and as such is ideological. Challenging a discourse may 

therefore lead to a struggle of dominance. 

7.2.2 The big picture 
Borrowing from the model of institutions in society1364, which describes three 

dominant cluster of institutions in society: government, civil society, and the market, 

the authors compiled a diagram that illustrates the big picture their theory is founded 

upon. According to their view of discourse, each of the institutional clusters is 

dominated by one or several specific discourses. Hence actors in the sphere appear 

to be embedded in a realm of multiple discourses all describing particular aspects of 

reality. Each discourse bears its own narratives and assumptions, representing the 

fabric of an institutional cluster. This study focuses on social and economic 

discourses representing the institutional clusters of society and the market. 

                                            

1363  cf Bauer-Leeb, Lundqvist (2011): 38 
1364  cf Habisch, Jonker (2005): 4 
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Figure 7.2: Social entrepreneurship in the realm of discourses1365 

 

7.2.2.1 The sphere of economics discourse 

Within the economics discourse the discourse of business is located, which 

appears to be determined largely by a set of specific assumptions and theorems 

stemming from the neoliberal school of thought within economic theory, which are 

said to have been reinforced during the last three to four decades. The most 

prominent examples of theorems and assumptions include the concept of the strictly 

rationally behaving homo oeconomicus, who pursues personal economic benefit in 

best self-interest; the efficient market theory; or Friedman’s notion of acting 

responsibly and ethically by maximizing profit. Furthermore, deducting from 

participants’ statements as well as from own experience certain perceptions seem to 

be linked strongly with the sphere of business, for instance: businesspeople should 

display a strong sense of realism; decide rationally; being successful means making 
                                            

1365  Bauer-Leeb, Lundqvist (2011) 
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a lot of money; the bottom line is the only measure of success; one cannot have too 

much of a conscience or be too honest, because it weakens one’s position; 

organizations need to be managed hierarchically through strong leadership; only 

competition drives innovation and development; social and environmental 

dimensions are constraints that diminish profit; the next quarter must see increased 

turnover and profit. 

The discourse of business also houses two other domains that are of interest in 

this study, i.e. the discourses of business angels and commercial entrepreneurs. 

They are shown partly overlapping, because business angels very often share a 

common past with commercial entrepreneurs, as they usually come from an 

entrepreneurial background of their own. Being located in closely related discourses 

allows business angels and commercial entrepreneurs to communicate on common 

grounds. 

7.2.2.2 The sphere of the social discourse 

The assumptions and perceptions of the economics discourse are contrasted by 

characteristics perceived to belong to the social discourse forming the roots of social 

entrepreneurship, such as: being social means showing solidarity with others, 

especially with the weak; idealism, fairness, and selflessness; long-term thinking 

prevails over short-terminism; emotions dominate. 

7.2.3 Reflections concerning social entrepreneurship 

7.2.3.1 The social entrepreneur discourse is located in between social and 

economics discourses 

The way participants express their understanding of social entrepreneurs and 

social entrepreneurship suggests that the concept is loaded with a multitude of ideas, 

notions, and hunches stemming largely from both discursive spheres. Participants 

express ideas at both ends of a broad spectrum. On one hand these ideas are 

apparently related to the discourse of business in general, characterized by themes 

like applying business methods in resolving an issue, making profits quickly, 

entertaining economic sensibility, acting rationally by following self-interest, and 

displaying a sense of realism, rather than basing your business decisions on 

emotions. On the other hand these ideas are seemingly stemming from the social 

discourse, linked to themes like applying fairness, acting out of selflessness and 
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considering all possible implications to stakeholders on the long run, showing 

idealism.1366 This indicates that the discourse of social entrepreneurs is located 

between the economics and the social discourses, overlapping partially here and 

there. 

7.2.3.2 Pre-paradigmatic state of flux 

Though it might be easy to locate the discourse it is rather difficult to determine 

its form. It seems that the domain is in constant flux and lacking boundaries. 

According to Ellis1367 these are signs of a paradigm change, and Nicholls1368 

recognizes a pre-paradigmatic state. This study detects several signs of evidence 

supporting these notions of change, for instance the multitude of terms used to 

describe the field, the vast number of players trying to influence the discourse, or the 

high degree of uncertainty and insecurity participants demonstrate when attempting 

to explain the meaning of social entrepreneurship. 

Defining social entrepreneurship is strongly dependent on geographical, cultural, 

historical, and legal context, which makes it so difficult to find a generally acceptable 

and legitimate form. Large and influential actors like Ashoka or Muhammad Yunus 

inform the discussion by promoting their personal version of a definition, which often 

is based on their own needs. Concerning geographical differences, there are two 

main schools of thought present currently, the Anglo-American movement pushing 

the hero narrative, and the European movement endorsing a communitarian 

approach. With regards to cultural and historical dimensions, examples from Austria 

and Sweden illustrate that resolving social issues traditionally is recognized as a task 

of the state, while in the Anglo-American region private individuals as well as a more 

reluctant state and other institutions facilitate and provide social services. Concerning 

legal aspects there also are several approaches, for instance recently issued laws 

constituting a new form of corporation, a B corporation, where B stands for benefit, in 

the USA, while neither Austria nor Sweden have seen any specific laws or regulation 

dealing with this growing phenomenon. 

                                            

1366  cf BI-SP-159, BI-SS-012, BI-HW-019/028/113, BI-AM-052/061 
1367  cf Ellis (2010) 
1368  cf Nicholls (2010) 
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7.2.3.3 Challenging the dominant discourse 

Habisch and Jonker1369 describe another sign of the ongoing paradigm change, 

which is the social reconstruction of roles and responsibilities of various institutions in 

society. An indicator is the ongoing renegotiation and dissolution of traditional 

boundaries between political, economic, and civic sectors. In this sense social 

entrepreneurs take on the role of the newcomer contending some of the dominant 

characteristics of the incumbent discourse. They are role-models applying new ways 

of conducting business, and questioning the prevalent paradigm. The appearance of 

these opposite pairs, the economics and social discourse in the ongoing discussion 

shall be deemed indication to this argument of paradigm change and constant flux of 

the domain. For instance, realism is contrasted with idealism, self-interest with 

solidarity and selflessness, profit maximization with maximization of common welfare, 

strictly hierarchical management with democratic structures, short-term shareholder 

approach with long-term stakeholder approach, competition with cooperation, and 

exclusion with inclusion. 

7.2.4 The discursive gap 
The position of the social entrepreneur discourse in between the social and 

economic spheres, the ongoing definition and the continuous change, hence a lack of 

knowledge, limited experiences due to the nascent nature of the field, the challenging 

of dominant discursive characteristics, insufficient measures of success, and an 

unequal distribution of power lead to a discursive gap. 

7.2.4.1 Social tears discourses apart 

The constant changes and the nascent nature of the field make it difficult to grasp 

the concept of social entrepreneurship. It almost seems as if the epithet social pulls 

the discourses apart, by increasing complexity and adding layers that need detailed 

explaining. All of the sudden there are further dimensions that need to be considered 

when assessing the potential of an idea or a venture. It is not only about making 

good business, but about simultaneously achieving social and/or environmental 

impact. It is thus crucial for any social entrepreneur to consider what message they 

need to convey depending on whom they are talking to. That may even require 

                                            

1369  cf Habisch, Jonker (2005): 3-9 
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providing several business plans at the same time, each emphasizing a different 

aspect of the social venture, as social investor Charly Kleissner aptly puts it.1370 

7.2.4.2 Entrepreneurship plus 

It further seems that social entrepreneurs are viewed as a new breed of 

entrepreneurs, commanding capabilities that enable them to integrate or dissolve the 

apparent polarity between the discursive spheres. They are deemed capable of 

balancing economic, social, and environmental demands and constraints in order to 

achieve the best possible result for all stakeholders. This means that they need to 

exhibit an increased number of characteristics, compared to a commercial 

entrepreneur. Next to the features an investor expects from a commercial 

entrepreneur, such as passion, drive, perseverance, a sense of realism and an eye 

for business, and professional capabilities, social entrepreneurs also need to display 

a set of characteristics ascribed to the social sphere, for instance fairness, solidarity, 

selflessness, and idealism. 

Furthermore, the authors also observe that the theme of the hero entrepreneur as 

promoted especially in the Anglo-American region by prominent players like Ashoka 

or the Skoll Foundation seems to have gained quite some influence with the 

participants of this study. That might be related to or informed by the specific work 

ethos prevalent in this region, or as Nikolay phrases “the neoliberal dogma of 

individual responsibility for one’s own well-being and success.”1371 Hence, the 

communitarian aspect of social entrepreneurship as promoted more strongly in the 

European region seems to lose ground, at least with the participants in this study. As 

it is difficult enough to become a successful entrepreneur due to the complexity of 

tasks and requirements one has to fulfil, it might be even more difficult to integrate 

these additional features into the entrepreneur’s personal profile. 

7.2.4.3 Discrepancy of minds 

Another issue potentially widening the gap is that social entrepreneurs may be 

perceived as coming from a background different than that of the business angel. In 

contrast to the overlap between the discourses of business angels and commercial 

                                            

1370  cf Unreasonable Institute (2011) 
1371  Nikolay (2011) 
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entrepreneurs this means that business angels and social entrepreneurs do not have 

a common ground of communication. 

A prominent and recurring theme of such perception among the participants was 

the topic of money and profit. Many of the participants believed that social 

entrepreneurs are not considering the commercial side of their ventures in a manner 

necessary and suitable to establish an economic sustainable business. In contrast 

they ascribe commercial entrepreneurs an attitude towards the desire to make 

money. Though research clearly shows that also commercial entrepreneurs are 

motivated by a desire to solve a problem or improve a situation, rather than solely 

driven by the prospect to making lots of money, the perception the authors observe 

indicates that business angels feel closer to commercial entrepreneurs than to social 

entrepreneurs. This supports the authors’ assumption that both the business angel 

and commercial entrepreneur discourses are located in the discourse of business. 

7.2.4.4 Measures of success 

A barrier might also be the lack of measures. All participants are looking for 

suitable instruments to assess the impact and success of social ventures. Though 

there are tools available to describe social and/or environmental impact, the need to 

value success in monetary terms seems to be dominating. 

7.2.4.5 Imbalance of power 

Finally, the authors observe a distinct power structure apparently favouring 

business angels. The manner in which power is distributed among the two parties 

allows the business angels to remain in their discourse and forces social 

entrepreneurs to adapt. Social entrepreneurs need to learn to speak a language that 

is considered proper in an investment situation, and they must adhere to the rules of 

the game as largely set out by the investors. 

As both scholars and practitioners emphasize it is necessary that social 

entrepreneurs begin to reclaim the investment dialogue. For instance, they need to 

challenge prevailing methods of evaluating business plans, for those methods often 

do not apply to social ventures.1372 Investor Charly Kleissner supports this view by 

                                            

1372  cf Social Edge (2011) 
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saying that “we all have the responsibility of re-educating the field“1373 about the 

specifics of social entrepreneursʼ business models. As Kleissner describes there are 

three types of investors, the profit-only driven, the non-profit driven, and the one who 

recognizes that social and economic impact need to go together to achieve maximum 
impact, whom he calls the “enlightened one”.1374 

7.3 Outlook 

7.3.1 Ideas for improvement 

There are numerous solutions how to better facilitate a business relationship 

between social entrepreneurs and business angels. The number of initiatives in the 

sphere of social entrepreneurship working to facilitate various business relationships 

is literally exploding as this study has been written. Every day news are received 

from established as well as new actors concerning research, literature, conferences, 

networks, university programmes, mentoring, public and private grant and 

sponsorship programmes, incubators, and governmental and municipal initiatives – 

all recognizing new possibilities and contributing to the diverse development. Also the 

number of social entrepreneurs and the wide range of investors and sponsors seem 

to be increasing in numbers. Furthermore, judging from the highly international 

audience at e.g. conferences such as Global Social Business Forum in Vienna 2011, 

and Rework the World in Leksand (Sweden) 2010, this development seems to be 

global.  

All interviews were finished with a brief brainstorming of the possibilities of future 

collaboration between social entrepreneurs and business angels. Below some of the 

reflections are presented on better facilitating a business relationship between social 

entrepreneurs and business angels following the statement of one of the social 

entrepreneurs stating, “On a global scale, it makes anything possible. It’s almost like, 

what’s not possible!?”1375 

Some of the participants suggested concrete actions, e.g.: speed-dating events 

linking social entrepreneurs and business angels or other investors1376; organize 

                                            

1373  Unreasonable Institute (2011) 
1374  ibid 
1375  DM-HW-184 
1376  DM-JH-197 
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galas and matchmaking sessions to raise capital and identify social 

entrepreneurs1377; create platforms where people in general, and businesses people 

in particular can inspire each other through sharing ideas, missions and dreams, 

discuss and network, and finding a clear definition of social entrepreneurship1378; 

social entrepreneurs could try to convert commercial business angels to social 

business angels by contributing to changing the rules of business by advocating 

inclusion of social and environmental impact in a more diverse profit perspective1379; 

social entrepreneurs should learn the language they need to have in order to 

successfully communicate with investors – then their likelihood of attracting capital 

would raise1380; and identify success cases and communicate that it is a successful 

way of doing business and achieving social and/or environmental impact1381. 

Additional to the participants’ suggestions, the authors have identified a number 

of solutions, which could help facilitate the business relationship: 

• There is a need for a change of mind and behaviour on both sides to allow 

a meeting of minds. Educating both business angels and social 

entrepreneurs about the requirements and realms of each other can 

increase the probability of finding potential and attractive social ventures; 

• Document and publish local and regional social venture success stories 

that could function as templates for replication; 

• Raising awareness about the pre-paradigmatic state of the field and 

offering more information on the value of social entrepreneurship can help 

to increase understanding of the domain, may contribute to the discussion, 

and even prevent a premature definition of the domain of social 

entrepreneurship only endorsed by a few powerful actors; 

• Develop standards and measurements that allow easier assessment and 

comparison of different ventures within the domain of social 

entrepreneurship, but which also allows comparing social and commercial 

ventures. 

                                            

1377  DM-JH-191  
1378  DM-TO-203 
1379  DM-HH-240 
1380  DM-AM-207 
1381  DM-AM-398 
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7.3.2 Research agenda 

Next to practical solutions is study also wants to suggest ideas informing the 

future research agenda. There are several areas that could require more scholarly 

attention, and some of these ideas are closely related to practical solutions above: 

• Expanding this master’s thesis into quantity aspects in order to confirm the 

factors identified by this study, as well as expanding it into other markets; 

• Both the domains of business angels and social entrepreneurs seem to be 

overly represented by men, for instance through literature portraying male 

investors and entrepreneurs alike. If there is a desire to exploit the 

potential of female investors and entrepreneurs better research need to 

urgently investigate the conditions facilitating the dominance of men, and 

consequently a potentially weaker position of women social investors and 

entrepreneurs; 

• Further attention needs to be paid to the development of the definition to 

keep the discussion open in order to avoid premature closure and thus risk 

excluding legitimate and valuable forms of social entrepreneurship. This 

concerns especially the struggle of the hero and communitarian narratives; 

• Related to the former idea, as research grows there still are the same 

examples describing and representing the domain over and over again, 

most prominently Bill Drayton and Ashoka as well as Muhammad Yunus 

and The Grameen Bank. As business angels tend to invest close to their 

home researchers need to record more local and regional success stories, 

which they can more easily relate to and use as templates for replication; 

• Provide insight into different forms of financing social ventures to broaden 

the social entrepreneurs’ perspective of acquiring funding. 
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