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SOLVED ASS SMWENT GUIDE

(Fo. Stwu..y & Reference)

Note: This guide is prepared for stu.'y ar.1 reference purposes. Students are advised to read the relevant
units of the course book, 'nderst. nd the coricepts, and then write the assignment in their own words.

Coy ying this giide word for word is not recommended.

Question 1: Definition of Social Entrepreneurship and

Entrepreneurship Theory (20 Marks)

Define social entrepreneurship. Discuss entrepreneurship theory in the context of social

entrepreneurship.

Introduction

Every society faces problems that neither the market nor the state has fully solved: children out
of school, untreated illness, unemployment among young people, unsafe water and exclusion
of women and persons with disabilities from economic life. Commercial business generally

moves towards customers who can pay, and government programmes, although essential, are
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often slow, under-funded or unable to reach the last mile. Social entrepreneurship has grown in
the space between these two sectors. It applies the energy, innovation and discipline of
entrepreneurship to problems whose solution is measured not in private profit but in social
change. This answer first defines social entrepreneurship anc. ~4piains its features, and then
discusses the main theories of entrepreneurship — erono.ir, psychological, sociological and
resource-based — showing what each theory ccntribi.'tes to our understanding of the social

entrepreneur.

Meaning and Definition of Soc:=l Ei~trepreneurship

The term is built from two “~ords. Entrepreneurship means identifying an opportunity,
organising resources, t.%ine _alculated risk and creating something new that produces value.
Social qualifies the purpose: the value created is primarily social value — an improvement in
the well-being of a commuriity or a disadvantaged group. J. Gregory Dees, one of the earliest
scholars of the field, described social entrepreneurs as change agents in the social sector who
adopt a mission to create and sustain social value, recognise and relentlessly pursue new
opportunities to serve that mission, engage in continuous innovation and learning, act boldly
without being limited by the resources currently in hand, and show a heightened sense of

accountability to the people served and for the outcomes created.

Roger Martin and Sally Osberg add an important condition: the social entrepreneur directly

targets an unjust but stable equilibrium — a situation in which a group is permanently excluded

or harmed — and tries to replace it with a new, better and stable equilibrium, rather than

merely relieving symptoms for a short time. Nobel laureate Muhammad Yunus, founder of the
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Grameen Bank, defines a social business as a business created to solve a social problem, in
which investors may recover their money but take no dividend beyond it; all surplus is
reinvested in the mission. Combining these views, we may define social entrepreneurship as
the process of recognising a social problem, and using entrenrcr cural principles — innovation,
resource mobilisation, risk-taking and sustainable revs nue m~dels — to create, manage and

grow a venture whose primary purpose is lasting < Jcial ‘alue rather than private wealth.

Social mission first. Profit is a means and a ~ondition of survival, not the final goal. Where a
commercial firm asks first "will it pay®", tne social enterprise asks first "will it change lives?",
and then "how will it pay for .t.=l?"

Innovation. The ven ur_: vfiers a naw product, a new method, a new market or a new
combination of re-ources, becatuse existing solutions have already failed the target group.
Earned income and sustainability. Unlike pure charity, the social enterprise tries to cover at
least part of its costs through fees, sales or contracts, so that its impact does not end when
a grant ends.

Accountability for impact. Success is reported in social terms — children enrolled, patients
treated, incomes raised — alongside financial accounts.

Empowerment of beneficiaries. Those served are treated as participants, customers or co-

owners whose dignity and choices matter, not as passive recipients of aid.

Social Entrepreneurship, Commercial Entrepreneurship and Charity

Table 1: Three ways of organising activity compared
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Feature

Primary goal

Commercial

entrepreneurship

Private  profit and

shareholder wealth

Social

entrepreneurship

Social mission,
supported by e.rm2d

income

Official Portal: www.usmannotes.com

Charity / traditional

NGO

Relief of need through

donations

Main measure

success

of

Profit, growth, market

share

Social  impact  plus

£+ ancial sustainability

Funds raised and

distributed

Use of surplus

Paid to owi.ars us

dividenu

Beneficiaries

Reinvested in  the

mission

Spent on charitable

activity

Javi~T customers

Beneficiaries who may
pay, partly pay, or be

subsidised

Recipients who do not

pay

Sustainability

Self-sustaining by

design

Aims to be self-

sustaining

Depends on continuing

donations

The table shows why social entrepreneurship is not simply "business with a kind heart" and not
simply "charity with a shop". It is a distinct form that borrows the revenue discipline of business
and the mission discipline of the social sector, and it is judged by a double bottom line: social
impact and financial viability together. In early childhood education (ECE), for example, a low-
fee community preschool that charges poor parents a small amount, cross-subsidises the

poorest children from that income, and measures itself by school-readiness is a social

enterprise; a purely free centre that closes when its donor leaves is charity; and an expensive
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commercial montessori serving only rich families is a commercial enterprise, however good its

teaching may be.

Entrepreneurship Theory: The Economic Tradition

Entrepreneurship theory has developed over three cent 'rizs, and each strand illuminates a
different part of social entrepreneurship. The ~arlicst economic writers treated the
entrepreneur as a risk-bearer: Richard Cantillon {2 7535) described the entrepreneur as someone
who buys at certain prices and sells at unc=rtain prices, and therefore bears risk. Jean-Baptiste
Say added that the entrepreneur st itt- esources from lower to higher productivity and acts as
an organiser of production. . rcn knight (3221) sharpened this into the distinction between
risk, which can be calcu.~ted und insured, and true uncertainty, which cannot; the entrepreneur
is the person willing to act under uncertainty and to guarantee incomes to others while doing
so. A social entrepreneur bears exactly this uncertainty, but in a harder form: she opens a
learning centre for street children without knowing whether parents will send them, whether
teachers will stay on modest salaries, or whether a promised grant will arrive. Knight’s theory
therefore explains why social ventures need patient capital and why their founders must be

compensated, if not in money, then in commitment to the mission.

Joseph Schumpeter (1934) gave the most influential economic theory: the entrepreneur is an

innovator who carries out "new combinations" — a new good, a new method of production, a
new market, a new source of supply, or a new form of organisation — and thereby produces
"creative destruction” of old ways. Social entrepreneurship is Schumpeterian almost by

definition. Microfinance was a new combination: lending tiny amounts, without collateral, to
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groups of poor women — a new product, a new market and a new organisational form at once
— and it destroyed the old assumption that the poor are not bankable. Likewise, a mobile
preschool van that takes ECE to scattered villages is a Schumpeterian innovation in delivery.
Schumpeter also teaches that innovation, not ownership of cc~iial, is the entrepreneurial act;
this fits social entrepreneurs, who typically own little .apiunl 'but recombine the resources of
others — volunteers, mosques and communty hills, government schemes, corporate

donations and small fees.

Israel Kirzner’s theory of alertness complements Schumpeter: the entrepreneur is alert to
opportunities that others have ¢ ‘e.looked, @and discovers them rather than creating them.
Social entrepreneurs are of'c.y people who first "noticed" what everyone else walked past —
that girls were dropping r ut because there was no female teacher, or that farmers sold cheap
at harvest for want of storage. Kirznerian alertness, applied to social problems, is the capacity
to see a social need as an opportunity for a workable solution rather than as an occasion only

for complaint or pity.

Psychological, Sociological and Resource-Based Theories

Psychological (trait) theories ask what sort of person becomes an entrepreneur. David
McClelland (1961) argued that a high need for achievement (n-Ach) drives entrepreneurial
behaviour, and that societies and training programmes can raise it. Later research identified
internal locus of control (the belief that one’s actions matter), tolerance of ambiguity, self-
efficacy and moderate risk-taking propensity. For social entrepreneurship these theories

explain the personal fuel of the venture — the persistence of a founder who works for years on
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a problem others consider hopeless — but they also carry a warning. Trait theory alone makes
success look like a gift of personality; in reality, skills can be taught, confidence can be built
through small wins, and AIOU students of ECE should read the psychological literature as an

invitation to develop these qualities rather than as a test thev e#+'.er pass or fail at birth.

Sociological theories locate entrepreneurship in -ocia. context. Max Weber linked
entrepreneurial energy to cultural and religioi's va ues; later writers emphasised family
background, role models, migration, marginalv and, above all, networks. A person positioned
between groups — able to hear the ne~ds of a village and the language of a donor agency —
can broker resources across wiat network theory calls "structural holes". Social
entrepreneurship is deeslv scociological: community trust is its real licence to operate, local
elites can block or bicss it, and cultural norms decide, for instance, whether mothers may work
in a centre or send daughters to it. A theory of social entrepreneurship that ignores caste,
gender, kinship and faith networks in Pakistani communities would fail in practice however

elegant it looked on paper.

Resource-based and process theories complete the picture. The resource-based view holds that

ventures succeed by assembling distinctive bundles of resources. Social entrepreneurs rarely

own such resources, so two related ideas matter most. Bricolage (Baker and Nelson) is "making
do with what is at hand" — recombining discarded or cheap resources for new purposes, such
as turning fabric waste into learning toys. Effectuation (Sarasvathy) describes how expert
entrepreneurs start from who they are, what they know and whom they know, commit only
what they can afford to lose, and co-create the venture with partners, rather than beginning

from a fixed plan and predicted returns. Effectuation fits the social sector especially well,
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because social problems cannot be forecast like markets, partners (community, government,
donors) must be enrolled early, and affordable loss — not maximum profit — is the natural

decision rule for a mission-driven founder.

Applying the Theories: A Worked Illustration

Consider a graduate of the Certificate of Entrepren~z.-ship in ECE who notices that in her union
council most children enter Grade 1 without an ‘' pieschool experience and many repeat the
class. Cantillon and Knight explain her fii:t step: she commits her savings to rent one room
under genuine uncertainty. Schun oe.>r explains her model: she combines a trained local
woman as teacher, a low mo.uv fee, a free place for every fifth child, and learning materials
made from local waste - a rew comhination for that village. Kirzner explains why she, and not

an outsider, saw the chance: she was alert because she knew the families. McClelland and self-

efficacy explain her persistence through the first term, when enrolment is only twelve children.

Weber and network theory explain her method of growth: she wins the trust of mothers, the
imam and the school head teacher, whose endorsements enrol the next thirty children.
Bricolage and effectuation explain how she expands without a loan, using a donated room and
parent volunteers. No single theory explains the whole story; together, they form the

theoretical toolkit of the course.

Conclusion

To conclude, social entrepreneurship is the use of entrepreneurial methods — opportunity
recognition, innovation, resource mobilisation and calculated risk — in the service of a social

mission, judged by social impact and financial sustainability together. Entrepreneurship theory,
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developed mainly for commercial firms, transfers to this field with a change of purpose:
Schumpeterian innovation becomes innovation for inclusion, Knightian uncertainty is borne for
beneficiaries rather than shareholders, psychological traits supply the founder’s persistence,
sociological theory directs attention to trust, culture anc r.etvorks, and bricolage and
effectuation describe how ventures are actually built whe rioney is scarce. Understanding
these theories protects the student from two errcrs: rc manticising the social entrepreneur as a
born hero, and reducing the social enterprise *o a.. ordinary business. The reality — a learnable

process, carried on inside a communi:v, 7>+ a mission — is both more demanding and more

hopeful.

Question 2: Typc'ogy »f Socizi Entrepreneurship (20 Marks)

Discuss the typology of social entrepreneurship.

Introduction

Social entrepreneurship appears in many shapes: a one-woman preschool in a village, a large
microfinance bank, a cooperative of women embroiderers selling online, a hospital that charges
rich patients full fees so that poor patients are treated free. Because the forms differ so much in

purpose, funding, legal structure and scale, scholars have developed typologies — systematic

ways of classifying social enterprises — so that students, policy-makers and funders can

compare like with like, choose suitable legal and financial arrangements, and avoid applying the
rules of one type to another. This answer discusses the main typologies: by the relationship

between mission and income (Kim Alter’s typology), by organisational and legal form, by the
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depth of change sought (Zahra and colleagues), and by sector and scale, and illustrates each

type with examples, including examples from education and early childhood care.

Why a Typology Is Needed

A typology is not mere labelling. The type of a social ente -orise determines practical decisions.
A venture that earns all its income from its missicr. ~ctivity can plan like a business; one that
depends on grants must plan around donor cyc!es. A registered non-profit cannot distribute
profit to its founder, however hard she works; a cooperative must share decisions with
members. A funder assessing risk, a ur:: -arsity teaching the subject, and a government writing a
policy for social enterprise al \c~d to know which type they are dealing with. Classification also
exposes hybrids and bo. derlir.e cases tionestly, instead of forcing every initiative into the single
box of "NGO" or "business". The typologies below are complementary: the same enterprise can

be located in each of them at once, and together they give a full description.

Typology by Mission and Income: Alter’s Embedded, Integrated and External

Models

Kim Alter’s widely used typology classifies social enterprises by how the income-generating
activity relates to the social mission. In the embedded model, the business activity and the
social programme are one and the same: the enterprise’s commercial work itself produces the
social good. A work-integration enterprise that employs persons with disabilities to run a
bakery is embedded — every loaf sold is both income and impact. Microfinance is also largely
embedded: the loan is the product and the empowerment tool at once. Embedded enterprises

are financially the most coherent, because growth in income automatically means growth in
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impact, but they must compete in real markets while carrying social costs that ordinary

competitors do not bear.

In the integrated model, the business activity and the social programme overlap and share
costs, assets or staff, but they are not identical. A non-prufit schvol that runs a commercial
printing press staffed partly by its own trainees, whose profits subsidise the school, is
integrated: the press supports the mission, shares its 1yremises and reputation, but printing is
not itself the educational programme. Intepration diversifies income and reduces grant
dependence, yet it creates a managemaont challenge — the enterprise must run two logics at
once and prevent the profitable activity from quietly swallowing time and attention meant for

the mission, a drift know 1 22 vission drift.

In the external mode, t*.e business is unrelated to the mission and exists purely to fund it. A
charity that owns shops, croperty or a consultancy firm and transfers the profit to its

programmes is using the external model. This is the oldest arrangement — endowments

(awqgaf) in Muslim societies funded schools and hospitals for centuries through income from

shops and land. Its advantage is freedom: the funding business can be run purely commercially.
Its risks are reputational (an unrelated business may damage the charity’s name) and
managerial, since trustees may understand neither the business nor, eventually, the mission it
funds. Alter’s typology thus runs along a spectrum of hybridity, from the purely philanthropic
organisation at one end, through these three hybrids, to the purely commercial firm that

practises some social responsibility at the other end.
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Typology by Organisational and Legal Form

e Non-profit social enterprise. Registered as a trust, society or non-profit company; it may
charge fees and earn surplus but cannot distribute it to owners; the surplus is locked into
the mission. Most community preschools, charitable nospit>'s and NGOs with income-
generating projects take this form.

For-profit social enterprise (social busines:). Regi.tered as a normal company but with a
social objective written into its purpore; in \inus’s strict version investors recover only their
capital and take no dividend. Ir <ofte* versions, limited profit is distributed with a cap, and
the firm reports a double or tip'e bottom iire.

Cooperative and roi...aul ity entercrise. Owned collectively by members — producers,
workers, parents ¢+ rzsidents — who share decisions and surplus. Producer cooperatives of

women artisans, farmer cooperatives and parent-owned community schools belong here.

The form maximises empowerment and local ownership but can be slow in decision-making

and weak in raising outside capital.

Hybrid structures. Many mature ventures combine forms: a non-profit parent that owns a
for-profit subsidiary (to trade freely and pay tax normally), or a for-profit firm with a
charitable foundation beside it. Hybrids try to capture grants and donations through the
non-profit arm and market income through the company arm, at the cost of complex
governance.

Government-linked and corporate forms. Public-sector social enterprises (for example, a

municipal service run on commercial lines) and corporate social ventures created by
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companies also exist, blurring the boundary further; their type is judged by mission primacy

and use of surplus, not by who founded them.

Legal form is not a technicality. It decides taxation, whether donations can be accepted,
whether a founder can ever sell her stake, and what happe:is 1o as.ets if the enterprise closes
(non-profit asset locks protect the mission; company 'a.’ doe, not). A student planning an ECE
venture must therefore choose the form deliber. tely: a parent-cooperative preschool, a non-
profit low-fee school and a for-profit kindergcten chain with free scholarship seats are three

different types even if their classrooms 1 nok identical.

Typology by Depth of Chowvaoe: Bricoleur, Constructionist and Engineer

Zahra, Gedajlovic, Neuba ni and Shuiman (2009) classified social entrepreneurs themselves by
the scope of change they seek. The social bricoleur works locally and small: she notices a local
problem and improvises a solution from resources at hand, without challenging the larger
system. A woman who starts a home-based day-care and pre-school class for her mohalla’s
children, using her own courtyard and home-made materials, is a bricoleur; her impact is deep
for twenty families but limited in scale, and that is not a criticism — most social needs are in

fact met, worldwide, by bricoleurs.

The social constructionist builds institutions to fill gaps that markets and the state have left at

regional or national scale: she creates new organisations, professions or markets where none

existed. Founders of large school networks for low-income families, of teacher-training
institutes for rural women, or of microfinance institutions are constructionists. They need

managerial systems, capital and partnerships, and their ventures often become the integrated

Solved Assignment Guide — AIOU Social Entrepreneurship (1617) — Page 14

Page 14 of 35 - USMAN NOTES (100% Quality Academic Reference) WhatsApp Orders: +92 324 5836626



USMAN NOTES | AIOU Code 1617 Solved Assignment 1 (Autumn 2026) Official Portal: www.usmannotes.com

or embedded enterprises of Alter’s typology. The social engineer seeks the deepest change:
reform of the social system itself — laws, norms and structures. Historic reformers who
campaigned to abolish exploitative practices, and modern advocates who change national
policy on child labour, girls’ education or disability rights, work =* ¢h s level. Engineering change
is rare, slow and politically contested, and engineers o”cen :/c:k through movements as much
as through ventures. The three types form a ladc.er oi ambition, not of worth: societies need
bricoleurs in every street, constructionists it. eve.y district, and engineers at the level of the

state.

Typology by Sector, Ben~ficiaiv and Scaje

Social enterprises are clso riassified by the field in which they work — health, education,
microfinance, agriculture, environment and clean energy, water and sanitation, housing, and
livelihoods and crafts — beacause each sector has its own economics: a health enterprise can

charge per treatment, an environmental one often cannot charge its true beneficiaries at all.

Classification by beneficiary distinguishes ventures serving the poor as customers (the "bottom

of the pyramid" model, where very low prices and very large numbers create both income and
impact), serving them as producers or employees (fair-trade and work-integration models), or
serving them as citizens through advocacy. Classification by scale distinguishes micro and
community enterprises, growth-stage ventures replicating across districts, and mature
institutions operating nationally or, like BRAC, internationally. Finally, ventures may be

classified by funding model: fee-for-service, cross-subsidisation (rich customers pay full price,
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poor customers pay little or nothing — the Aravind Eye Hospital model, where paying patients

fund free cataract operations), donor-subsidised, and freemium models in digital services.

Table 1: Summary of the main typologies

Basis of classification Types fstrative example
a

Mission—income relation (Alter) | Embedded; Integrated- Extevnal | Embedded: work-integration
bakery. Integrated: school
running a press. External:
charity owning shops (waqf

model)

Legal / organisational forn. Non-profit;  For-profit social | Non-profit  low-fee  school;

business; Cooperative; Hybrid women’s artisan cooperative

Depth of change (Zahra et al Social bricoleur; Social | Bricoleur: home-based

constructionist; Social engineer | preschool. Engineer: national

policy reformer

Funding model Fee-for-service; Cross-subsidy; | Cross-subsidy:  Aravind  Eye
Grant-supported; Freemium Hospital; Grameen-type

microfinance

Micro/community; Regional; | Village day-care; multi-district

National/international school network; BRAC
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Conclusion

To conclude, the typology of social entrepreneurship is best understood as a set of overlapping
lenses rather than a single ladder. Alter’s typology shows how income relates to mission —
embedded, integrated or external; legal typology show. how *ne venture is owned and
governed — non-profit, for-profit social business, couneracive or hybrid; Zahra’s typology
shows how deep the intended change runs — the iocal bricoleur, the institution-building
constructionist and the system-changing engii.cer; and sector, beneficiary, funding and scale
complete the description. For the stuaaont, the practical lesson is that type is a choice with
consequences: it fixes how mone / My be raised and used, how impact grows with income, and
how much change can hc~2st ' be promised. A well-designed venture states its type clearly and

accepts the discipline “ha'. the type imposes.

Question 3: Cognitive and Non-Cognitive Entrepreneurial Skills (20

Marks)

Explain the cognitive and non-cognitive entrepreneurial skills and their importance for a social

entrepreneur.

Introduction

An enterprise is built twice: first in the mind and character of its founder, and then in the
market and the community. Research on entrepreneurship therefore divides the founder’s
equipment into two families of skills. Cognitive skills are the thinking skills — what the

entrepreneur knows and how she processes information, analyses problems and makes
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decisions. Non-cognitive skills are the personal, emotional and social qualities — motivation,
perseverance, empathy, integrity and the ability to work with people — that determine
whether knowledge is actually used, day after day, under difficulty. For a social entrepreneur
both families are indispensable, and arguably the second( .naters even more than in
commercial business, because the social founder is p~.d le:s. resisted more and trusted with
the hopes of vulnerable people. This answer exgiains the main skills in each family and then

shows their specific importance for social enti=2pi<;.eurship.

Cognitive Entrepreneurial Skil’:

e Opportunity recognition o3 <ritical thinking. The ability to gather information, question
assumptions and spt th2 gap between a social need and existing provision. It includes
pattern recognition — connecting, for example, low Grade-1 performance with the absence
of preschool experience in the same neighbourhood.

Problem-solving and analytical skills. Breaking a large problem into causes (using tools such
as the problem tree or the "five whys"), comparing options against evidence, and designing
a response that addresses causes rather than symptoms.

Creativity and innovation skills. Generating original and useful combinations: new teaching
materials from waste, new timings that suit working mothers, new fee arrangements such
as paying in instalments or in kind.

Planning and organisational skills. Turning an idea into objectives, activities, budgets,

timetables and responsibilities — the content of feasibility studies and business plans —

and then monitoring progress against the plan.
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Financial and numerical skills. Bookkeeping, costing, pricing, cash-flow forecasting, break-
even analysis and reading simple accounts. A social entrepreneur who cannot do these
sums cannot know whether her mission will survive the year.

Decision-making under uncertainty. Weighing incomp.zie nformation, judging risk,
deciding when to persist and when to change cours: (pivot!, and accepting responsibility for
the decision.

Marketing and research skills. Understanaing beneficiaries as people with preferences:
conducting a small needs survey, seZmc..iing the community, communicating the offer, and
learning from feedback and ccta.

Digital and informat’on ~k%i's. Using niobile phones, messaging groups, spreadsheets and
online platforms for e wrolment, payments, records, learning content and publicity — now a

basic entrepreneurial literacy in Pakistan.

Cognitive skills are, in principle, teachable and testable: they are what courses such as this one
mainly transmit, through units, assignments and practical exercises. Their mastery shows in the
quality of the venture’s paperwork and decisions — a realistic budget, a correctly priced fee, a

timetable that actually works.

Non-Cognitive Entrepreneurial Skills

e Empathy and social perceptiveness. Understanding the feelings, constraints and dignity of
beneficiaries — why a mother hesitates to send a daughter, why a father doubts the value
of play-based learning. Empathy is the social entrepreneur’s market research of the heart;

without it, services are designed for people who do not exist.
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Perseverance and grit. Sustained effort towards a long-term goal despite slow enrolment,
late payments and official hurdles. Social change is slow; ventures usually take years, not
months, to stabilise.

Self-efficacy and initiative. The belief "I can organise this' “na1 turns concern into action,
together with the habit of starting before condition- are pe: rect.

Motivation and commitment to the missior . An internal, values-based drive — service,
faith, justice — that substitutes for the i»ign wnancial rewards that motivate commercial
founders, and that staff and donors <aii 22nse and trust.

Communication and interpvvscnal skills. Listening, speaking clearly to illiterate and
educated audiences alik~ 1 egotiation with suppliers and officials, storytelling that wins
support, and cor lict r :solution inside the team and community.

Leadership and teamworx. Recruiting, training and motivating staff who could earn more
elsewhere; delegating; building a team whose members share the mission; and developing
local leadership so the venture survives the founder.

Integrity and ethical responsibility. Honest accounts, keeping promises to beneficiaries,
refusing bribes and shortcuts. For a social enterprise, reputation is capital: one scandal can

destroy the trust on which enrolment, donations and partnerships rest.

Adaptability, resilience and emotional regulation. Remaining functional under stress,

learning from failure without collapsing, and adjusting the model when evidence or
circumstances change — as centres had to do during floods, epidemics and economic

shocks.
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e Networking and relationship-building. Creating and maintaining ties with community
elders, schools, health workers, local government, donors and other NGOs, through which

resources and legitimacy flow.
Table 1: Cognitive and non-cognitive s'.ills cor.pared

Cognitive skills Non-cognitive skills

Nature Thinking, knowing a.:ziysing Feeling, willing, relating to

others

Examples Plaan .7 numeracy, problem- | Empathy, grit, integrity,

$2lhving, creativity leadership

How developed Study, t_raining, practice with | Experience, mentoring,

tools reflection, habit

How visible In plans, budgets and decisions | In persistence, trust and team

morale

Failure if absent Bad decisions, losses, chaos Abandonment of mission, loss

of trust, team breakdown

Importance of These Skills for a Social Entrepreneur

The importance of the two families becomes clear when we list what a social entrepreneur
actually faces. First, resources are scarce and contested: cognitive skills of planning and finance
stretch every rupee, while bricolage — a creative cognitive habit supported by non-cognitive

patience — finds resources others discard. Second, the "customers" are vulnerable and often
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cannot judge quality: parents cannot easily assess early learning, patients cannot assess
medicine. This places an ethical weight on the founder that only non-cognitive integrity can
carry; the venture must protect people who cannot protect themselves, and must measure its

impact honestly even when honest numbers are disappointing.

Third, the social entrepreneur works with, not merely 7c-. a cc nmunity. Enrolment, attendance
and behaviour change all depend on trust and persuasion, which are non-cognitive
achievements built through empathy and cormunication, and on services correctly designed
for real needs, which is a cognitive aci.ievement built through research and analysis. Fourth,
income is hybrid and fragile — 1ces grants, aunations and contracts arrive irregularly — so
financial skill must cons ariy re-balance the model, while resilience keeps the founder and

staff from despair in “he faps. Fifth, the mission invites opposition: vested interests, suspicious

officials or social norms (for instance, resistance to girls’ education or to women working) may

obstruct the work; negotiation, patience and courage are required in equal measure.

Finally, in ECE specifically, the founder is also an educator and a role model. Her cognitive grasp
of child development, play-based pedagogy and centre management decides the quality of
learning; her non-cognitive warmth, patience and fairness decide whether children love
coming, whether young women teachers stay and grow, and whether parents become partners
in their children’s learning. A technically perfect centre run without empathy will empty; a
loving centre run without accounts will close. The complete social entrepreneur needs both,
and training programmes do best when they deliberately cultivate both — knowledge through

study, and character through supervised practice, mentoring and reflection.
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Conclusion

In conclusion, cognitive skills — opportunity recognition, analysis, creativity, planning, financial
literacy, decision-making and digital competence — give the social entrepreneur a clear head,
while non-cognitive skills — empathy, perseverance, cclf-efficacy, mission commitment,
communication, leadership, integrity and resilience — gi.e he: a strong heart and steady hands.
Neither family is sufficient alone: analysic \‘fthcut empathy produces schemes that
communities reject, and goodwill without nun.=racy produces beloved ventures that collapse.
For social entrepreneurs, whose product is trust and whose beneficiaries are vulnerable, the
non-cognitive family carries a sacaial weight, but the professional standard of the field is
competence in both. The zacouraging <onclusion of the research is that both families can be
developed — cognitie <«ills through courses like this one, and non-cognitive skills through
practice, feedback and conscious habit — so the making of a social entrepreneur is an

educational task, not an accident of birth.

Question 4: Implications of Systems Thinking for Social Entrepreneurs

(20 Marks)

Discuss the implications of systems thinking for social entrepreneurs.

Introduction

Most social problems refuse to stay inside the boundaries we draw around them. llliteracy is
connected to poverty, poverty to health, health to water, water to local politics, and all of them

to the beliefs of a community. A social entrepreneur who treats one piece in isolation often
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discovers that the problem returns, moves elsewhere, or grows worse in an unexpected place.
Systems thinking is the discipline of seeing the whole pattern — the parts, their connections,
and the behaviour that emerges over time — before and while acting. Developed by thinkers
such as Ludwig von Bertalanffy, Jay Forrester, Peter Senge -.a Donella Meadows, it has
become essential equipment for social entrepreneurs. veca 1s~. their field is precisely the field
of stubborn, interconnected problems. This answ :r ex} lains the core ideas of systems thinking
and then discusses its practical implications 1or e/ a social entrepreneur diagnoses problems,

designs interventions, works with othe.s o~ learns.

Core Ideas of Systems Tkink:n;

A system is a set of eleiente connect=d in a way that produces a characteristic behaviour over
time: a school, a family, a health service and a village economy are all systems. Systems thinking
studies the connections as carefully as the parts. Four ideas matter most. First, feedback loops:
effects circle back as causes. In a reinforcing loop, change feeds on itself — success breeds
success, or decline breeds decline, as in the poverty—education cycle shown in Figure 1. In a
balancing loop, the system resists change and returns towards a goal or a limit, which is why so
many reforms quietly fade back to the old state. Second, stocks and flows: a stock (children

enrolled, money in the bank, trust in the community) accumulates through inflows and drains

through outflows, and it changes only as fast as the flows allow — enrolment cannot jump

faster than teachers can be trained, however urgent the need.

Third, delays: causes and effects are separated in time, so decision-makers misread the system

— a preschool investment shows its full fruit ten years later, while a harmful shortcut may look
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successful for a year. Fourth, leverage points (Meadows): places in a system where a small,
well-aimed change shifts the whole behaviour — changing a rule, an information flow, a goal or
a mindset is usually far more powerful than pushing harder on numbers, subsidies or buildings.
Underlying all four is the warning against event-thinking: a <,>tem thinker asks not "what
happened today?" but "what pattern is producing ever’s liko this, and what structure produces

the pattern?"

A Reinforcing Feedback Loop. The Poverty-Education Cycle

Low household Children out of
income ECE / school

- .

Parents cannot Low learning &
afford fees/time future earnings

Figure 1: A reinforcing feedback loop — low income keeps children out of education, which lowers future

earnings and reproduces low income.

Implication 1: Attack Root Causes, Not Symptoms

The first implication is diagnostic. A conventional response treats the visible symptom: children
are not in school, so build a school. Systems thinking asks why the stock of out-of-school

children keeps refilling: fees and transport costs, distance, the need for children’s labour, early
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marriage, untrained or absent teachers, a curriculum parents consider useless, and norms
about girls. Tools such as the "five whys", the problem tree and causal-loop diagrams exist to
carry the analysis from event to pattern to structure to mental model. The social
entrepreneur’s design then changes: instead of only a build.»;, she creates a package that
touches several causes at once — a local female teache’ (tru:t =.nd girls’ access), flexible timings
(children’s work), a tiny fee with waivers (cost), and »arent sessions (beliefs about play and
learning). Systems thinking thus turns singlc . ventions into intervention systems, and it

explains why copying a famous model vuu.2: tits supporting elements so often fails.

Implication 2: Map Stakchoiicers and Work at Leverage Points

Because everything is ¢ nne~ced, the entrepreneur must know who is connected to whom: a
stakeholder and system map showing children, parents, teachers, the public school, health
workers, religious leaders, iocal government, donors and rival providers, with the flows of
money, information and influence between them. Mapping reveals allies, blockers and the real
decision-makers, and it prevents the classic error of designing with only the beneficiary in view.
It also directs effort to leverage points. In many ECE systems the highest leverage is not more
classrooms but the mindset that early years are "just play" and therefore unworthy of trained
teachers or budgets; changing that belief among parents and officials — through

demonstration, evidence and respected voices — shifts enrolment, funding and quality

together. Similarly, changing an information flow (publishing each centre’s attendance and

learning results to parents) can improve performance more cheaply than new inputs, because it

changes the incentives of everyone in the loop.
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Implication 3: Expect Feedback, Delays and Unintended Consequences

Systems thinking disciplines the entrepreneur’s expectations. Interventions provoke responses:
free provision may undermine a neighbouring fee-charging centre that was serving other
children; paying volunteers may destroy the voluntary sririt that made the service trusted;
rapid expansion may dilute teacher quality so that lcar.ing 1alls even as enrolment rises — a
reinforcing loop in the wrong direction. History o*fers sharp examples: distributing free goods
has bankrupted the local producers of the .ame goods, and well-meant food or clothing
programmes have shifted problems< rather than solving them ("problem shifting" and "policy
resistance" are the technical nanos,. The practical implications are to pilot small, watch for
side-effects on the whoi~ Lys em (including competitors and public services), monitor stocks
that matter (quality a~d *rust, not only headcounts), respect delays by not declaring victory or
defeat too early, and build halancing feedback — supervision, parent committees, complaint

channels — into the design from the start, so the system corrects itself instead of drifting.

Implication 4: Collaborate Across Boundaries and Learn Adaptively

No single organisation controls a whole system, so systems thinking pushes the social
entrepreneur towards partnership: with government (which alone can change rules and
budgets at scale), with other NGOs (to avoid duplication and gaps), with businesses (for skills,
logistics and markets) and with the community itself, whose members are part of the system
and must co-own the change. It also changes how success is pursued. Because complex systems
cannot be fully predicted, the entrepreneur works adaptively: a clear direction (the system’s

goal), small experiments, rapid feedback from data and from beneficiaries, and willingness to
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revise the model — the cycle of action and learning that Senge called the learning organisation.
Measurement likewise becomes systemic: instead of counting only outputs (centres opened),
she tracks patterns over time — retention, transition to Grade 1, girls’ share, teacher turnover
— and asks whether the behaviour of the system itself is char.z'.ig. This is slower and humbler
than heroic models of entrepreneurship, but it ma*.hes the reality of social change and
protects scarce money from being spent on imoaress ve activities that leave the underlying

pattern untouched.

There are also limits to acknowledge. vstems analysis can become an excuse for delay ("we
must map everything before act.9" , diagrams can create false confidence, and data in poor
communities is thin. The muuire position is balanced: use systems thinking to choose where
and how to act, the.> act, then use it again to learn — analysis in the service of action, not

instead of it.

Conclusion

To conclude, systems thinking changes the social entrepreneur at every step: in diagnosis, from

symptoms to root causes and mental models; in design, from single projects to packages aimed
at leverage points; in implementation, from expecting straight lines to managing feedback,
delays and unintended effects; and in organisation, from working alone to collaborating across
the system and learning adaptively. For students of social entrepreneurship in ECE, its central
message is both sobering and empowering: the problems we care about are produced by

systems, but systems can be understood, and where they can be understood they can, patiently
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and intelligently, be changed. The entrepreneur who learns to see the whole board will waste

less, harm less and, in the end, change more.

Question 5: Social Innovation and Its Sources (22 Marks)

Define social innovation. Explain various sources of socio’ ini. wo’ion with the help of examples.

Introduction

Social entrepreneurship depends on ne.' ideas that work. Societies have always reformed
themselves, but in the last few deciuz< the process has acquired a name and a method: social
innovation. Old solutions - -hcrivy for poverty, punishment for addiction, institutions for
orphans — have rep=atedl, been replaced by better ones invented by practitioners,
communities and someumes governments: microfinance instead of moneylenders, community-
based care instead of large institutions, play-based early learning instead of rote drilling of small
children. This answer defines social innovation, explains its characteristics, and then examines
its various sources — unmet needs, social and demographic change, new knowledge and
technology, policy change, market failure, community knowledge, crisis, and the recombination

of existing ideas — with examples for each source.

Definition and Characteristics of Social Innovation

Phills, Deiglmeier and Miller (2008) define a social innovation as "a novel solution to a social
problem that is more effective, efficient, sustainable, or just than existing solutions and for

which the value created accrues primarily to society as a whole rather than private individuals".

The European and practitioner literature (Murray, Caulier-Grice and Mulgan, The Open Book of
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Social Innovation) adds that social innovations are new ideas — products, services and models
— that simultaneously meet social needs and create new social relationships or collaborations.
Four characteristics follow from these definitions. Novelty is relative: an idea need only be new
to the place or the users, not to the whole world; a mobile lib-~.y 15 an innovation in a district
that has never had one. Effectiveness is essential: a so~al n.ncvation must demonstrably work
better than what it replaces, not merely be diffi:rent. Social value must dominate: the main
beneficiary is society or a disadvantaged grc'ip, cv/en if money is earned along the way. And
most real social innovations change re.“ucnsYips, not only techniques — they give beneficiaries
new roles as members, owners, “ea ners or decision-makers, which is why they often outlast

purely technical fixes.

Social innovation should be distinguished from nearby terms. Invention is the idea alone;
innovation is the idea implemented and used. Social enterprise is an organisational vehicle that
may carry an innovation; innovation itself may also spread through government policy or open
copying, with no enterprise at all. Not every improvement is an innovation: routine good
management is valuable, but innovation implies a discontinuous new element — a new
product, process, market, organisational form or relationship, in the Schumpeterian sense —

applied to a social purpose.

Source 1: Unmet Needs and Gaps in Existing Provision

The most direct source is a need that existing services ignore. Where banks refused the poor as
unbankable, Muhammad Yunus’s Grameen experiment (1976 onwards) innovated group

lending without collateral — an innovation born simply from observing that poor women
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needed tiny loans and reliably repaid them. Where hospitals were distant and expensive,
community health worker models (such as BRAC’s shasthya shebikas in Bangladesh and
Pakistan’s Lady Health Workers) took basic care to the doorstep. In ECE, the unmet need of
working mothers in cities produced the innovation of workplace an/| community day-care with
extended hours; the need of scattered rural hamls¢s proriuced mobile and home-based
preschool models. The lesson for the practitioner is 11ethodical: innovation begins by listing

who is not served, or is served badly, by prese1t a.: angements — and asking why.

Sources 2 and 3: Social Chang. anu New Knowledge or Technology

A second source is change \~ z~-iety itself: urbanisation separates young parents from the
grandparents who once minzed children; women’s employment rises; families grow smaller;
populations age; migration mixes !anguages and customs. Each change makes old arrangements
obsolete and creates demand for new ones — after-school care, elder day-care, multilingual
learning materials, support for single-parent families. Demographic change is a slow but certain
generator of social innovation, and the entrepreneur who reads population and labour trends

early can prepare services before the need becomes a crisis.

A third source is new knowledge and technology. Research on brain development in the first
five years — showing how much depends on nutrition, responsive care and early stimulation —

has transformed ECE practice worldwide and justified investment in the early years; that is

knowledge-driven innovation. Technology multiplies possibilities: mobile money (M-Pesa in

Kenya) let poor households save, borrow and receive remittances safely, and became a

platform for school-fee payments and micro-insurance; telemedicine connects village patients
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to city doctors; low-cost tablets and radio programmes carried lessons to children during school
closures; SMS reminders raise immunisation and attendance rates. Technology alone, however,
is not the innovation — the innovation is the new service model that technology makes
affordable, such as a health franchise in which a nurse with a p.>~.1e and standard protocols can

safely serve a village.

Sources 4 and 5: Policy Change and Markeu Failure

Fourth, public policy and law create innovction by changing rules, incentives and money flows.
When a government introduces a ‘or cher or a per-child grant for preschools, new providers
and models appear; when dis~.ihy law recitires inclusion, schools innovate in teacher training
and materials; microfii.ance itself excanded where regulation allowed new kinds of banks.
Policy is also a channel througn which proven innovations spread to national scale —
conditional cash transfers, pioneered as local experiments in Latin America, became state

programmes precisely because governments adopted them. The social entrepreneur therefore

watches policy as a source of opportunity and designs pilots whose results a government could

adopt.

Fifth, market failure is a standing invitation. Markets undersupply goods whose benefits spill
over to others (immunisation, sanitation, early education), goods for people who cannot pay
(the destitute), and goods whose quality buyers cannot judge (childcare, medicine). Each failure
defines a space for innovation in financing and delivery: cross-subsidy (Aravind Eye Care
charges paying patients so that the poor are treated free), social franchising to guarantee

quality, pay-as-you-go models for solar lighting, and results-based contracts in which

Solved Assignment Guide — AIOU Social Entrepreneurship (1617) — Page 32

Page 32 of 35 - USMAN NOTES (100% Quality Academic Reference) WhatsApp Orders: +92 324 5836626



USMAN NOTES | AIOU Code 1617 Solved Assignment 1 (Autumn 2026) Official Portal: www.usmannotes.com

Page 33 of 35 - USMAN NOTES (100% Quality Academic Reference)

government pays for verified outcomes. Naming the exact failure matters, because the
innovation must be designed against it: if the failure is inability to pay, the innovation is a

financing device; if it is information, the innovation is certification, branding or demonstration.

Sources 6, 7 and 8: Community Knowledge, Crisis und R-~combination

Sixth, communities themselves are a source. Usz.- and front-line workers know the real
constraints — the timing of harvests, the authoity ur elders, the reasons girls stop coming —
and often hold half-invented solutions: mcthers rotating childcare among themselves, artisans
improvising teaching aids, a teache '~ home-made reading game. Participatory methods
(discussed in Assignment 2) «xizt to surface this knowledge, and many strong innovations are
formalisations of comn.unitv practice, such as recognised home-based childcare networks or
parent-run reading camps. Innovation from below has the decisive advantage of fit and

ownership: people defend what they helped to create.

Seventh, crises force innovation. Floods, earthquakes, epidemics and conflict destroy routines
and oblige improvisation: distance learning by radio and phone during the COVID-19 closures,
community kitchens and mutual-aid networks in disasters, cash assistance delivered by mobile
phone where banks were destroyed. Some crisis innovations vanish with the emergency; the
valuable ones are captured, tested and kept. Eighth, and very commonly, innovation comes
from recombination and transfer — carrying a proven idea into a new sector or place and

adapting it: franchising methods from fast food applied to clinics and eyeglasses (social

franchising), group-liability methods from microfinance applied to study circles and savings for

school fees, Montessori and other pedagogies adapted to low-cost local materials, or a model
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proven in Bangladesh (BRAC’s non-formal schools) adapted in Pakistan and Afghanistan.

Recombination is the most practical source for students: the world is full of tested solutions

waiting to be intelligently borrowed.

Table 1: Sources of social innovation v.ith exa.nples

Source

Unmet needs / service gaps

How it generates innoVat

Existing provisitn ‘gaores a

group

Grameen group lending;

doorstep health workers

Social & demographic change

Ol' ~rrangements become

cbsolete

Workplace day-care as women’s

employment rises

New knowledge & technjogv—

New "possibilities become

atfordable

Brain research reshaping ECE;

M-Pesa mobile money;

telemedicine

Policy & legal change

Rules and public money open

new models

Preschool vouchers; inclusion

law; cash-transfer programmes

Market failure

Markets undersupply essential

goods

Aravind cross-subsidy eye care;

pay-as-you-go solar

Community knowledge

Users hold workable local

solutions

Parent-run  reading camps;

home-based childcare networks

Crisis

Routines break, improvisation is

forced

learning during

Radio/phone

COVID-19 closures

Recombination & transfer

Proven ideas adapted to new

Social franchising of clinics;
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fields/places

BRAC schools adapted abroad

Conclusion

To conclude, social innovation is a novel solution to a so.ial problem that works better than

existing ones and whose value accrues mainly to soc sty; it typically changes relationships as

well as techniques. Its sources are many, anc' *he _killed entrepreneur monitors all of them: the

unmet needs in front of her, the slov' tide~ of demographic and social change, new research

and technology, shifts in policy ~nd '?w, che failures of markets to serve the poor, the practical

knowledge of the commi'zity nself, the forced experiments of crises, and the rich stock of

proven ideas elsewhere tl.at can b< recombined and adapted. For a student of ECE, the

practical discipline is to keep sn "innovation notebook": record unmet needs, interesting

models seen in other districts or sectors, and relevant policy news, and test small versions of

promising ideas. Social innovations are rarely struck like lightning; they are, far more often,

gathered — from these identifiable sources — by people who are looking.
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