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Abstract

Passion — in the sense of fervent commitment toraet and compassion — understood
as sensitive openness for social and ecologicatezos — are not a sure formula for
business success. Whether social or ecologicat¢meimeurs, who find themselves un-
der pressure from market competition, experiensa@ages or disadvantages, depends
crucially on the level at which passion and comjmaisare brought into play. Competi-
tive advantages are possible if entrepreneuriabvators engage in rule-finding dis-
courses and in rule-setting processes that airatamg free a previously neglected po-
tential for value creation. To illustrate, thisiclg makes use of a case study in order to
elucidate the ordonomic 4-box-matrix, which is #uahble orientation tool for strategic
management.

Keywords: Social Entrepreneurship, Value Creation, Stakems|d8ocial Dilemmas,
Sustainability, Strategic Management

JEL Classification: M14, M21, M40, Q56

Kurzfassung

Leidenschaftliches Engagement (,passion“) und Mitgeim Sinn einer besonderen
Sensibilitat fir bislang vernachlassigte Anliegeozigler oder o©kologischer Art
(,compassion®) sind keine Garantie daftir, dass bhatemen im Marktwettbewerb er-
folgreich bestehen kdnnen. Ob sie sich positiv esgrativ auswirken, hangt davon ab,
ob es Unternehmen gelingt, passion und compassidRepelfindungsdiskursen und
Regelsetzungsprozessen zur Geltung zu bringen, ddieauf abzielen, bislang
unausgeschopfte Wertschépfungspotentiale innoWwaizusetzen. Hierfur wird anhand
einer konkreten Fallstudie die ordonomische Vidd&eMatrix illustriert, die dem
strategischen Management eine wichtige Orientiemunigieten vermag.

SchlusselworterSocial Entrepreneuship, Wertschdpfung, StakelnplBeziale Dilem-
mata, Nachhaltigkeit, strategisches Management

JEL-Klassifikation: M14, M21, M40, Q56






Passion and Compassion as Strategic Drivers fanifbable
Value Creation: An Ordonomic Perspective on Scenal
Ecological Entrepreneurship

Markus Beckmann, Ingo Pies and Alexandra von Wiginin

Following the UN Report of the World Commission Bnvironment and Development
(Brundtland 1987), the term “sustainability” hasbeestablished on a world-wide scale
to denote the search for long-term solutions take tcare of the economic, ecological
and social dimensions of societal problems. Insm@e time, “social entrepreneurship”
has evolved as a topic of academic inquiry thagives increasing attention. Much of
the literature on social entrepreneurship thatdmasrged from mainstream management
or entrepreneurship scholarship has focused orgtlestion of what social entrepre-
neurs can learn from established business theadypaactice (cf. Short, Moss and
Lumpkin, 2009). This paper takes a rather diffeqeetspective and looks at how the
dynamic domain of mission-driven entrepreneurslifpre interesting insights that are
relevant not only for social entrepreneurship dab dor business entrepreneurs. Mis-
sion-driven social entrepreneurs often show highreles of passion and compassion
towards their stakeholders and their social andrenmental concerns. This paper
looks at the important function passion and compassan play for profit-oriented en-
trepreneurship that aims at innovative market gmhgtwhich provide social as well as
ecological improvements.

The key claim of our paper is that passion and @ssipn can be strategic drivers
for enabling, organizing, and realizing sustainatalie creation. However, both from a
management perspective and from an ethical poiaies¥, passion and compassion are
not necessarily always useful to achieve desiraddalts. In effect, the naive and direct
translation of passion and compassion into managepractice might lead to unsus-
tainable and even highly undesirable results. Dngvan the theoretical perspective of
ordonomics, we present a conceptual frameworkhelus to understand and to manage
this ambivalence. We then illustrate this framewbikshowing how a real-life eco-
social entrepreneur uses passion and compassioritiaal drivers for value creation.
From an ordonomic perspective, such social entneanes do no try to directly translate
their passion and compassion into more (com)paat@andividual moves within a giv-
en game. Rather, the entrepreneurial dimensiom@élsentrepreneurship lies in inno-
vative strategies that change the very game thrauaglguate meta games. Passion and
compassion can play a functional role in these mataes. While passion helps to clari-
fy and voice one’s own vision of value creationmnpassion is a powerful asset when it
comes to understanding the interests and needbef stakeholders. At the same time,
passion and compassion can help to establish anatcommitments that overcome
undesirable social dilemmas.

We develop our argument in four steps. The firep ahtroduces the three-tiered
conceptual framework of the ordonomic perspectivere, we distinguish between the
basic game of value creation, the meta game oémneurial rule-setting, and the me-
ta-meta game of rule-finding discourse.

The second step uses this framework to identifynndred why the naive reliance on
passion and compassion runs the risk of causinge rharm than good. From an
ordonomic perspective, passion and compassion €alysfunctional or even potential-
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ly destructive if one tries to translate them digeinto particularly (com-)passionate
individual moves within the given basic game of ibass. Such behavior might be
well-intended but, accidently, threatens to eroderapany’s social function of mutual-
ly advantageous value creation.

The third step then changes the perspective argdthedhree-tiered ordonomic per-
spective to answer the question of when passioncantpassion do play a beneficial
role, both from an ethical perspective and fromamagement point of view. We argue
that passion and compassion are highly relevantpdeng a productive role for value
creation; yet not on the level of the basic gamedouhe meta-meta game level of rule-
finding discourse and on the meta game level & seftting. Here, aimed at improving
the governance structure of economic behavior,igasand compassion can provide
powerful win-win heuristics for finding and creadirhitherto untapped potentials for
value creation.

In the fourth step we look at the case of a rdaldico-social entrepreneur—a bio-
pioneer in the production of organic beer—to iltatd how passion and compassion
can be translated into institutional innovationat tthange the way stakeholders interact
in the basic game of value creation. Here, we sti@atvsuch win-win institutional inno-
vations can be reconstructed as the sophisticatsthgement of social dilemmas. We
then sketch a strategy matrix for the practiceazia entrepreneurship and distinguish
four paradigmatic strategies social entrepreneamsernploy to blend passion and com-
passion into sustainable win-win scenarios by cimantie rules of the game.

The article ends with a short summary and someledimg remarks.

l. THE THREE-TIERED CONCEPTUAL FRAMEWORK OF THE
ORDONOMIC APPROACH

In this article, we draw on the theoretical perspecof “ordonomics”. Ordonomics is
understood to be a scientific approach to analytiveginterdependence of individual
actions, social order (the Latin “ordo” meaningder’) and semantics. It evolved from
an interdisciplinary school of thought that regandgdern business ethics as an eco-
nomic theory of morals and therefore makes usea@h@mic tools, i.e. game theory and
rational-choice analysis. The development of ordies can be traced by the publica-
tions of Homann and Pies (1994), Pies (1993), (1L9@2®00a), (2000b), (2008), Pies,
Hielscher and Beckmann, (2009), Beckmann (2009%, FB=ckmann and Hielscher
(2010), (2011) as well as Hielscher, Pies and Maden (2012).

The term “ordonomics” is used for the first timeRres (2007). It consists of a ter-
minological combination of two words, “ordo” beirlge Latin word for “order” and
“nomos” being the Greek word for “law”. In analogythe term “economics”—a com-
bination of “oikos” and “nomos”™—being the theory tfe laws of the economy, the
word “ordonomics” aims at formulating a theory b&tlaws of social orders. Drawing
on the Kantian idea that freedom results from feit@ reasonable rules, and drawing
on the elaboration of this idea in the German Sodvarket tradition of
“ordoliberalism”, “ordonomics” takes the perspeetihat the evolution of modern soci-
ety largely depends on constitutional learning psses which allow for a co-evolution
of institutions and ideas.
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The basic assumption of ordonomics is that playdegisions and (inter)actio
(Level 1) are not solely influenced by their waatgl needs, but systematically dep
on the social structure they are embedded in. Alieg to ordonomics, “social stc-
ture” is defined as formal and informal institutedrarrangements, which are the re:
of a longstanding evolutionary process. This evohary process is driven both by t
aggregate of individual (inter)actions as wellby the human intent to influence soc
structure in a political process (Level 2). Ordomesrargues that the course of so
structure’s evolution depends largely on “semahtidsnoting the terminology and tl
ideas as well as the underlying thougategories that shape public and organizati
discourse (Level 3). Semantics then refers to tdugally relevant ideas that are driv
by conscious or unconscious theories, alternatigalied “mental models” (Denzau a
North, 1994), the results of ‘aming” (Kahneman and Tversky, 2000), our “sh-
lights” (Popper, 1972), “heuristics” (Lakatos, 1908 “paradigms” (Kuhn, 1962). Fro
a social science and management perspective, semaimportant because it in-
nels how people perceive, described evaluate social phenomena and, in partic
social interactions, conflict, and cooperat

To summarize, we can state the basic concern ajrf@nomic research program
be the systematic exploration of interdependenbetg/een institutions and eas or,
more specifically, the analysis of interdependendietween “social structure” al
“semantics.”

Figure 1 illustrates the conceptual framework @& ¢mdonomic perspective that
think to be useful for looking at the role of pagsand compassiiin entrepreneurshij
To conceptualize the social interplay between ideesitutions, and interactio—be it
within an organization or within society at la—, the ordonomic approach ren-
structs the social sphere as an arena of threed@gendent ¢(mes. Hence, it disn-
guishes between the following three levels: Thedogame of social (inter)action (v-
el 1), the meta game of r-setting processes (Level 2), and the -meta game of
rulefinding discourse (Level &

Rule-Finding Discourse

Perceptions Meta-

(Semantics) 17 Meta Game
L3

Rule-Setting Process

Institutions

(Social Structure) 17 Meta Game |[-------------
A

Social Interactions

Basic Game [~ 77t

(a) (b) (c)

Figure 1: The thrediered onceptual framework of the ordonomic perspe
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l.a The basic game of social interaction

The first level describes thmsic gameof social interactions, both in society at large a
well as within organizations (Figure 1a). This lbagame concerns the day-to-day inter-
actions that occur not only in the marketplace iantbmpanies and other organizations,
but also in politics, sports, science, and in #fleo societal domains. In each of these
environments, the basic social game unfolds awichakl actors pursue their respective
goals, interact with each other, and respond tentices and opportunities (Becker
1976, 1993; Coleman, 1990).

What is of particular interest for the ordonomicgmective is that these basic games
can lead to highly divergent outcomes at the sdeial. Some interactions produce
aggregated social results that are highly desirfibla a normative point of view. Take
the case of economic growth and prosperity, or kegkls of innovation in oligopolistic
competition (cf. Baumol, 2002, 2010). Here, theibgame seems to be led by some
sort of “invisible hand” that promotes societal @tijves. However, other interactions
appear to be more guided by what could be terméthaisible fist”, since they result
in severe societal problems. Unemployment, coromptand climate change are just a
few examples of aggregate social outcomes thahigidy undesirable but, neverthe-
less, result from rational actions of individuahyérs in the basic game.

From an ordonomic perspective, the divergent aggesgutcomes of the basic game
illustrate an important point. Whether the socedult of the interaction of many indi-
vidual players is normatively desirable or undddedas not primarily due to individual
motivations; rather, given the complexity of sodiaterdependencies, it is the social
structure—the incentive properties of the ruleshaf game—that systematically deter-
mines the game’s outcome. The outcome of the sgarale results from the sum of the
individual moves of the game—uwith these being cleteth by the relevant rules of the
game that define its situational logic (Popper,6tH#D-99). If asked about their actions
leading to undesirable social results, the playerslved may answer that it is difficult
for them to change the result of interaction, syrimcause individual payoffs are more
advantageous, if following individual goals thanfallowing social goals, given the
basic rules of the status quo. On a side note,vifibbe explored further in Section Il
An insight from this interdependency of individuadtions and social results is that
compassion—in this case contributing to a desirablgal outcome in spite of lower
individual payoffs—can systematically lead to havto choose between individual and
social goals, which seem to be contradicting ealcaro

l.b The meta game of rule-setting processes

The argument we put forward in this section is thhile the social order guiding indi-
vidual (inter)action explained above is largely thesult of a longstanding evolutionary
process, players may try to change these ruldseif tegard the social outcome to be
unacceptable. Against this backdrop, a second Ev&bcial interaction is of systematic
importance to the ordonomic analysis, namely,nie¢a gamef societal and organiza-
tional rule-setting (Figure 1b). This meta gameacawns those processes by which the
players establish the rules that shape the logib@basic game. It serves to form and
reform institutions and set incentives, thus hauimg potential to change and improve
the social structure that channels the interactiornise basic game. Such meta games of
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negotiating new rules are important because theyahe players to establish institu-
tional incentives that enable cooperation in theidgame interactions. Also, if the
basic game produces undesirable social outcomissthié meta game that opens up the
possibility for changing the situation into onettisamutually advantageous. Following
the distinction between “choices within constraimsid “choices among constraints”,
the ordonomic approach strongly builds on the pEatype of constitutional economics
as advanced by James M. Buchanan (1987, 1990).

This said, the above explanation makes the metae gainrule-setting processes
sound easier than it is. Rules that have partiedglved over tens, hundreds or even
thousands of years are difficult to change. Thecssg of this endeavor depends on
whether effective strategies are used to tackléesatically different forms of social
structures. In this regard, ordonomics differeesabetween two different types of prob-
lems that will be explained in detail and with thelp of a case study in section IV.b.
The two types of problems addressed by ordonom&sveo paradigmatic types of di-
lemma structure: one-sided and many-sided. Thesmlesl dilemma structure allows a
single player to change the basic rules of the gamleis own, whereas the many-sided
dilemma structure—found in most cases involving petition—depends on all players
involved collaborating in the rule-setting procesgen though they are antagonists in
the basic game of interaction.

The arena for the meta game of rule-setting preseissnot only restricted to consti-
tutional political processes. A new arena is créatben one or more people are unsat-
isfied with a certain aggregate result of socigéraction and aim at tackling this prob-
lem, be it on a Federal State level, in a socady,alithin a company or within the fam-
ily. But within all these arenas it is still impartt to analyze the type of underlying so-
cial dilemma before developing strategic institnéibsolutions. Let us illustrate the dif-
ference between the two types of paradigmatic dilanstructures by using exemplary
issues emerging in business life.

Let us assume that a company is trying to markehaovative product. The new
guality has a strong private-good component. Lefuuhier assume that the new prod-
uct is healthier and a little more costly than kipeoducts already on the market. In
principle, numerous customers would be willing &y phe higher price. However, they
might be reluctant in believing the promise tha tlew good is healthier. As long as
this problem is unsolved, there is a social dilemenavin-win potential that cannot be
realized. A possible solution might be a warranty eertificate, i.e. a costly signal that
makes the company’s promise credible. This wouldabeexample of an individual
commitment to overcome a one-sided social dilemma.

If the innovation has a strong public-good companeastomers would not show a
willingness to pay for the new product. This wounidke it difficult for all companies in
the industry to recover the additional cost for tlesv product, thus inhibiting innova-
tion. In such a case, the companies would find #eves in a many-sided dilemma: If
all firms joined in simultaneous innovation, thegpwd have no difficulty in passing the
additional cost on their customers with experieg@ompetitive disadvantage. Howev-
er, since a single innovator would experience apmiitive disadvantage, the group of
firms will not innovate until they decide to takellective action , e.g. by negotiating an
industry standard or by lobbying for a legal prggan that requires all firms to inno-
vate. The crucial point here is that an individcanmitment by a single firm would not
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solve the problem. In order to overcome a manyesgieial dilemma, it is necessary to
institutionalize a collective commitment that comsps all competitors.

l.c The meta-meta game of rule-finding discourse

As explained above, to change the rules of the garsearely enough that an individu-
al player sees the desirability of doing so. In ynaases, (re-)forming the institutional
framework requires collective action and thus tleduntary collaboration of diverse
players. Yet, ordonomics—being based on rationalcehtheory—assumes the players
will never agree on institutional reform and co@tiem in the meta game unless they
first understand and agree that these new ruldsbwibf benefit to each of them indi-
vidually. An awareness of common interests is tloeecan important condition for in-
stitutional reform.

Creating such awareness is what the third levedoafal interaction is about. This
meta-meta gamserves as an arena for rule-finding discourseu(gig.c). Whereas the
meta game focuses on institutions or, in other woscial structure, the meta-meta
game is focused on the importance of ideas, thaemmantics. Semantics is important in
this regard because voluntary cooperation betwésgrers is largely dependent on how
they perceive the situation, each other, and tied@tionship. For example, it makes a
significant difference whether the players percehasr situation as a zero-sum game or
as a precarious positive-sum game (Schelling, 19885 is why discourse is an im-
portant social arena. By engaging in discourse,digeuss, reflect, and develop the
mental models and ideas (semantics) that guide whagierceive as relevant problems
and sustainable solutions. Similar to situationaentives as the institutional order (or
social structure) shaping interaction, the situslanind-set as the intellectual order of
ideas (or semantics) is a frame that shapes oulgtie and perceptions. Discourse is
thus important in defining the relevant problemd amen more crucial to developing a
shared understanding of the common interest inesddrg these problems and their
often economic, social and environmental dimensions

II. PASSION AND COMPASSION AS POTENTIALLY HARMARRUT IN THE
BASIC GAME OF BUSINESS

When do passion and compassion run the risk oftingeaegative repercussions and
should, therefore, be viewed with great caution? @nswer is this: For an enterprise
that is confronted with market competition, passao compassion are highly ambiva-
lent and can cause negative effects if the idéa ssmply understand passion and com-
passion as some sort of corrective for changingsandividual moves in a given basic
game In thebasic gamepassion and compassion might then prove to bestaisable
and even to be dysfunctional—falt players involved. This claim might sound counter-
intuitive at first sight. To explain its underlyirygument, we need to look at the func-
tion and the logic that drives the basic game diress entrepreneurship within mar-
kets.

Critics of the market system and of business erig&p sometimes decry that com-
panies and their managers only focus on profitsi¢k)l 2008). Instead, the criticism
goes, managers should ‘dare to care’ and shoulte glassion and compassiabove
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the anonymous profit principle. We hold that thiglof thinking is flawed, especially if
one looks only at the level of the basic game. Faonordonomic perspective, it is criti-
cal to bear in mind that business has an imposaaoietal function, and that islue
creation As already pointed out by Mises (1996, 2008), panies are agents with a
societal mandate to create value for consumers anadn important extension to von
Mises’s standpoint, for other stakeholders as well.

The basic gameof business is then the principal arena where tmepany creates
valuedirectly. This ‘game’ comprises the day-to-day operatidnainess, including the
production of goods and services, research andi@awent, innovation, and the effi-
ciency-oriented management of scarce resourcdabidrbasic game, contrary to wide-
spread misperceptions, cooperation is not the exeerut the norm. Customers, sup-
pliers, shareholders, debtors, and employees hfecalto enter into exchange with a
company or not. The individual decision to cooperan a voluntary basis is a strong
indication that each party expects to benefit fittva exchange. At this level, ‘win-win’
scenarios are not a romantic ideal, but a prerggquigr staying in business (Mackey,
2006).

Seen from this perspective, profit is an epiphenmmeof successful value creation.
As Jensen (2002: 239) argues, social “value istedeahen a firm produces an output
or set of outputs that are valued by its custoraérsore than the value of the inputs it
consumes (as valued by their suppliers) in suckdymtion.” Profit signals that the in-
teractions in the basic game have created a suppluglue. So how are profits related
to the societal purpose of business? Milton Friedfi®70) famously argued that the
“social responsibility of business is to increaseprofits.” We prefer a somehow differ-
ent take. Our point of departure is that the sa@aponsibility of business is to create
valuefor society. From a societal—and, arguably, framethical—point of view, prof-
its do not have any intrinsic value, but only angortant!) instrumental value. Profita-
bility is a powerful motive for companies to fulftheir societal mandate of value crea-
tion.

So what do these reflections have to do with the ob passion and compassion in
business entrepreneurship? True enough, there ang shortcomings of the current
market system. In fact, there are many urgent ndmab social and environmental, that
are currently unmet. Take the case of enduring fppvendemic corruption, or envi-
ronmental degradation. These problems show thatuhent business basic games of-
ten fail to create full value for society. In thgguation, it seems tempting to call for
more passion and compassion in management. Yenheiftries to implement passion
and compassion directly and looks only at the bgaioe, then the reliance on passion
and compassion ultimately amounts to curbing amdihg the role of profits.

The point is that the call for passion and commastd ‘tame’, ‘restrain’ or ‘refine’ the
profit principle runs the risk of undermining thalwe creating function of business.
Companies which, say, care about the problem oépand which are compassionate
to the poor would sacrifice their profitability they decided—within thgiven basic
game—to give away their same products or servitésweer prices than the costs to
produce them. This would not only be undesirabdenfia management perspective. In
the long run, it would erode the company’s socigiattion to create value and thus be
dysfunctional for the whole market system.

The expression of passion and compassion throughrgdieroic moves within the
given—and often deficient—basic games would simg@ynot sustainable (cf. Baumol
1975). Take the example of companies that are stuekquagmire of corruption (cf.
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Eigen, 2006; Shleifer and Vishny, 1999). In theecasendemic corruption, companies
are collectively trapped in a social dilemma. lasocial dilemma not because the com-
panies cause harm to society in general, but bectney also collectively harm each
other. Endemic corruption amounts to collectivef-damage for the companies in-
volved—they are forced to pay expensive bribesy tha the risk of serious damages to
their reputation, they live in fear of judicial slons—while at the same time no indi-
vidual company is likely to gain any competitivevadtage as all firms in its sector are
engaged in corrupt practices. In this case, theitbgame” of business competition is
heavily characterized by perverse incentives. Caqunesetly, individual profit maximiza-
tion within the existing rules of the basic game does notler@impanies to adequately
fulfill their societal function of value creatioiYet, at the same time, a strong passion
for integrity would fail to fight corruption effeistely if a company simply changed its
individual moves within the given basic game. E@anpany were content with its indi-
vidual decision to refrain from corruption, it wautun the risk of suffering severe
competitive disadvantage without even coming ckoseolving the social dilemma of
endemic corruption at the group level. An individobemmitment is not enough. A sus-
tainable solution requires a collective commitmanthange of the rules of the game. In
the case of corruption, companies could bring alaah a change of rules for example
by collaborating with civil society-partners to sgi industry “integrity pacts” (Eigen,
2006; Ruggie, 2007). Here, a sustainable solutmuires a joint arrangement for the
whole industry in order to prevent that market cetiipn leads to a disadvantage for
actors that behave in accord with moral integrity.

The case of corruption shows that institutionabmefs can help to overcome a race-
to-the-bottom competition in the basic game. Ykeis wery approach requires leaving
the basic game in the first place. Within the gigame, management can only express
passion and compassion through more ‘(com)passomalividual moves Value crea-
tion, however, is the result @cial interaction The quality of social value creation
therefore hinges upon the quality of the commdas of the game. Managers and com-
panies who dare to care are therefore well-advigatirect their passion and compas-
sion towards levels 2 and 3: Instead of being cdnkgth changing one’s own behavior
with regard to level 1, it is prudent to engageplaying constructive meta and meta-
meta games that lay the groundwork for playingdsdiisic games. The next two sec-
tions show how social entrepreneurs do exactly thesy use their passion and compas-
sion to change the rules of the game and thus k@ passible a sustainable value crea-
tion.

[ll. SOCIAL ENTREPRENEURSHIP FOR SUSTAINABILITYS8KWN AND
COMPASSION AS POWERFUL HEURISTICS FOR INNOVATIVEERUNDING
AND RULE SETTING

Social entrepreneurs manage to combine commerdialovertly social as well envi-
ronmental missions, a pragmatic outcome-orientatwth high ethical standards, ex-
treme organizational flexibility with long-term conitment. They are, in short, the
epitome of entrepreneurs who draw on the powerssion and compassion. We argue
that social entrepreneurs are able to do that Isectney have learned not to apply their
passion and compassion blindly in the basic gantedunderstand and to use their
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strategic value for playing constructive meta aretarmeta games that aim at fostering
sustainability.

lll.a  Social entrepreneurship and the more-thanfpnmission

Although there is still no universal agreement @who define the concept of social
entrepreneurship (Mair and Marti, 2006; Martin @&sberg, 2007), the ordonomic per-
spective provides at least one important elemerdguch a definition: social entrepre-
neurship is always a reaction to perceived def@emin society’s basic games. Social
entrepreneurs react to situations in which the eatignal problem-solving mechanisms
of market exchange or government action fail tasgangly address important moral,

ecological, or social objectives (cf. Seelos andrMa05).

To illustrate, take the work of three well-knownced entrepreneurs. Through his
activism, Muhammad Yunus brought attention to thet that the conventional basic
game in the economic and banking system in Bangladiails to eradicate poverty,
causes credit rationing in rural areas, and prdotige social exclusion of women
(Armendériz and Murdoch, 2007; Yunus, 2007; de V8apienza and Villanueva,
2007).Andreas Heinecke, founder of “Dialogue in the Darkjsed awareness of the
fact that in the basic social game many peopley siscthe blind, are marginalized and
that little interaction takes place between “theamt “us.* Finally, take the case of
Aravind Eye Hospital and Aurolab (see Mair and Ma2006), a social enterprise
founded in response to the problem that the basimlsgame in India fails to provide
millions of people with urgently needed ophthalinéalth care services.

lll.Lb  Passion and compassion in the rule-findinglanle-setting meta games

Social entrepreneurs thus ‘dare to care.’ Theyctiméention to areas in which the basic
social game needs improvement. Yet, social entnepmship is not only about increas-
ing awareness of social and environmental probleatker, it is essentially about creat-
ing, organizing, and managing a venture thdtlresseshese problems and seeks to
engineer sustainabkeocial changeHow do passion and compassion impact the way
they go about achieving social change? Our anssvéhat passion and compassion
powerfully influence their heuristics in a rule-ing discourse and their entrepreneurial
leadership in rule-setting.

On themeta-meta level of a rule-finding discourtiee underlying normative ideas,
goals, or visions significantly influence the wag@anpany argues. Social entrepreneur-
ship differs from conventional forms of businessrepreneurship in the relatively high-
er priority given to achieving social and enviromts goals versus merely optimizing
financial performance (Dees, 1998). This does ne&imm however, that social entrepre-
neurs are completely uninterested in financialgrenfince. In fact, social entrepreneur-
ship includes both not-for-profit and for-profitterprises (Bornstein, 2004; Mair and
Marti, 2006; Zahreet al, 2009). What is characteristic of all forms of isb@ntrepre-
neurship, however, is that a social entreprenenuemdefines his mission and never
measures his success exclusively in terms of fiahpecofit and return. Put simply, a

! See http://www.dialogue-in-the-dark.com.
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social enterprise is a “more-than-for-profit” orgeation: Muhammad Yunus’s success
criterion is not (only) the financial viability dfis Grameen Bank, but also, maybe more
importantly, the number of poor people who havermupd their lives by way of his
services; Andreas Heinecke measures his successnhotn profits, but in terms of
how the status of blind people has been improviedi|asly, when assessing its success,
Aravind measures its performance not only by its talance sheet but mainly by how
much eye care it has provided to those so urgantiged of it.

In all these cases, the initial rationale for sberatrepreneurship was not the desire
to maximize profits but to improve the workingstbé basic game in business, health,
education, and other societal domains. Scalingugh & social entrepreneurship ven-
ture, however, not only increases its social imphat also means a need for more re-
sources, such as money, knowledge, or voluntees. ths a consequence, only those
social entrepreneurs whose business model genevaffesent resources can scale up
their projects—whether those resources are accueautarough earned income, public
grants, donations, or private social venture capitaa free society where people and
organizations exchange freely, a social enterpmfieattract these resources only if it,
too, creates value for those with whom it cooperatdiis is why social entrepreneur-
ship needs to create win-win scenarios in ordgetterate a sustainable social imgact.

lll.c  Social entrepreneurship as a semantic innarat

Seen in light of the three-tiered ordonomic framegkyehe very notion of social entre-
preneurship is hence an important semantic innowati the societal and business me-
ta-meta game of social discourse. Social entreprshig takes a social or environmen-
tal problem as its starting point and then turns gnoblem into an entrepreneurial op-
portunity, thus changing the discourse—the way hiakt and communicate—about
eco-social challenges. It is a win-win way of thimk about societal challenges and,
more importantly, it is a win-win direction thatigas the search for solving these prob-
lems in a sustainable way.

Perhaps this point is best made by looking atradiere semantic concepts that also
address urgent problems in the social basic garfter All, social entrepreneurship is
certainly not the only means for trying to make #erld a better place; there are any
number of other ways to go about this, includimgname a few, charity, philanthropy,

% Note again that this assertion does not mearathatcessful social enterprise necessarily neetsrto
a profit. Take, for example, the case of sociategreneur Peter Eigen, who founded the not-foriprof
civil-society organization Transparency Internaéib{T1). The starting point for Eigen was the sbcia
problem of corruption. He reacted to the fact thahe economic, political, and bureaucratic bgsime,
corruption is a highly undesirable outcome withakating consequences for society. In the meta-meta
game of discourse, Transparency International niyt areates awareness of this problem, it alsotpoin
out that there is potential for a win-win solutifam governments, bureaucracies, and, above allpaem
nies who take up the fight against corrupt prastiddost importantly, Transparency International kgor
to change the rules of the game by playing a coaiste role in rule-setting meta games. TI's instant,
the “Integrity Pact,” for example, a tool aimedpatventing corruption in public contracting, hetgker
actors play a better basic game. Ordonomicallylépgaby way of the Integrity Pact, Tl offers adee
for collective self-commitment to players who othiese have difficulties in binding themselves. The
point is that this commitment service creates vétuehose stakeholders—including the companies—
whose cooperation is imperative for achieving htission. Without this ability to create social valior
the relevant stakeholders, TI's anti-corruptiorivai¢s would not have the success and social irnfbet
they actually do have.
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aid, social transfers, and redistribution. Whaofisnterest here is that these sema
concepts all build on a common mental model thakeast implicitly, promotes a r-
tain kind of tradeoff thinking. Figure 2 a graphic illustration of this type of thinkin
Plotted on the horizontal axis are the interestdigdidvantaged people; the interest
the more privileged are plotted on the ordinatee magatively inclined line in Figure :
illustrates the notiorhiat there is a tradeoff between these two interéstglenoted b
the arrow pointing southeast, this perspectivengiisorests on the idea that the o
way to help the disadvantaged is for the b-off to give up something, whether it
through volumary donations, taxation, or by some other mettSaath thinking assume
a zerosum game in which one side can benefit only aettgense of the other. To
it pointedly, this semantic concept is not about-win value creation but about (a mc
equitable) winlose transfer of value

4 N ( ™
Interests of the healthy and the Interests of the healthy and the
wealthy wealthy
A A
> >
Interests of the sick and the poor | | Interests of the sick and the poor .
(a) (b)

Figure 2:Social Entrepreneurship as a Semantic Innov:

In contrast, social entrepreneurship does not fecugalue distribution but on genui
value creation. As a societal \-win perspective, it does not view thesadvantaged ¢
passive recipients of help; rather, it assumes ¢hah the wor-off have somethin
valuable to offer in return. Muhammad Yunus’s Gram®&ank does not treat theo-
ple in poor rural areas as powerless recipientshafity, but takeshem seriously a
micro-entrepreneurs who can and will pay reasonablegasteates on their loans. Si-
larly, Andreas Heinecke’s Dialogue in the Dark pdas blind people with an opr-
tunity to demonstrate (and be paid for) their tedemnd skills. Finlly, Aravind Eye
Hospital treats poor people as normal patientsagmiteciates them as critical com-
ers of highquality ophthalmic health care services. Sociakegreneurship is tht
strongly anchored by the belief ttentrepreneurial success is laly the result of -
ating and organizing sustainable posi-sum gamesThis meansyery often, the inwu-
sion of the formerly excluded in the process ofietat value creatio



12 Diskussionspapier 2012-22

lll.d Passion and compassion as complementary a$setalue creation

The key claim of this section can now be develoggebllows: Social entrepreneurs use
their passion and compassion as a powerful susilitpaheuristics for finding and
even creating new win-win-potentials and for settinles that allow to realize these
win-win-potentials. From an ordonomic perspectagch meta games are indispensable
for innovative forms of creating value. After athlue creation is a societal process that
needs to bring together many and often diverseaaot®n partners. Finding und even
inventing win-win potentials for sustainable valaeation therefore largely involves
learning about relevant stakeholders, their eciasoeeds and interests, their capacities
and resources, and also about the way they pertieeraselves, each other, and the
situation. This is why passion and compassion ¢ay g functional role for sustainable
value creation:

Passionis a valuable normative asset for clarifying amicing one’s own identity,
needs, and interests. Passion can provide motivediomaking others listen to and un-
derstand one’s interests. Passion provides a lieuoisentation when answering im-
portant questions such as: Who are we? What dotavel or? What is our mission?
What are we willing to do to achieve this missidxaid what are we not willing to do?
What is the value we create? What can we offer? tWlhaes us? Social entrepre-
neurs—but also for-profit companies and their mansg-who are passionate about
what they do will be much better prepared to comicata in processes of rule-finding
discourse what is important to them. CooperatiMaesareation requires that the stake-
holders of an enterprise understand the comparojig pf view in their own language.
Passion can be an important motivation for putting necessary ‘translation work’ into
practice.

Compassions an important normative asset for translatirgittierests of others in-
to one’s own language and mindset and thus for staleding what hinders them from
cooperating. It is a prerequisite for finding and implementinges that enable passion
to change reality because compassion helps unddrgta goals embedded in passion
and to foster it by making cooperation manageabidy understanding the interests of
other stakeholders makes it possible to creaternt®s that are acceptable to all parties
involved and thereby to facilitate social cooperati

Whereas passion is a critical driver for commumigabne’s own interests and mak-
ing oneself heard, compassion is an important dssé&tanslating the interests of others
into one’s own language and mindset. Again, theeasg of any business or social en-
terprise depends on its ability to create valuetgyanizing social cooperation. Accord-
ingly, entrepreneurs need to develop the abiliteriter into an exchange of ideas with
all the actors relevant to the value creation peeeinvestors, employees, customers,
suppliers, and also critical (civil) society acterso that the organization is sensitive to
different (and sometimes even incommensurable) viemd concerns. In such a dia-
logue, the different stakeholders often speak qditierent ‘languages.’ Against this
backdrop, compassion is key to effective listentogempathize, and to identify shared
interests and complementary needs.

® The idea of compassion being a necessary toalable social cooperation can be traced back todDavi
Hume (1751, 2009). A translation of Hume’s worloithe language of ordonomics and social entrepre-
neurship can be found in von Winning (2009).
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IV. THE SUSTAINABILITY CASE OF NEUMARTKER LAMMSBRATASSION
AND COMPASSION AS DRIVERS FOR INSTITUTIONAL INNOOUNT

The previous section has discussed how passiorc@amgassion can facilitate a win-
win orientation in the meta-meta game of rule-fngddiscourse and the meta game of
rule setting. We explained that, from an ordonopamt of view, these two meta games
are the systematic arenas for creating sustaimneiblevin solutions to eco-social prob-
lems (Figure 1). Passion and compassion in the-meta game of rule-finding dis-
course can lead to a fully sustainable impact envdry basic game only if the passion-
ate focus on value creation translates into a cactste rule-setting meta game for
changing the rules of the game in a way that presliec mutually advantageous social
structure.

This section aims at illustrating the above ordomoapproach by showing how
Neumarkter Lammsbraeu not only dreamt up win-wilutsans, but alsamplemented
them—Dby incorporating passion and compassion throaosgtitutional innovations that
actually change and improve the basic game of vaieation. A note in advance: From
the perspective of ordonomics, a case study canlmnla case study and never a blue
print for the solution of other cases. Ordonomias provide a heuristic, can put the
spotlight on useful questions to ask, but the answeay vary (considerably) according
to the underlying social order.

IV.a Neumarkter Lammsbraeu: Passion and Succelsst#Social Entrepreneurship

A remarkable example of the value-creating poténdfa passion is the case of
Neumarkter Lammsbraeu. This enterprise is a Gerpnawery with a more than 30-
years history of brewing organic beer and beindpange-agent in favor of sustainable
development in its communifyThe owner and manager, Dr. Franz Ehrnspergerbean
viewed as a classic eco-social entrepreneur. Didyesa passionate vision of creating an
ecologically and socially sustainable businessngierger took over the family enter-
prise from his parents and decided as early as i®8Fanufacture organic beer, thus
becoming a bio-pioneer running his brewery acca@rdmecological and social princi-
ples. The implementation of his passion was eanlydoven by compassion for his
stakeholders, wanting, in particular, to take resgaility for local farmers. Like a typi-
cal social entrepreneur, Ehrnsperger reacted td iMbgerceived to be negative out-
comes in the basic game of modern, highly indUsted agriculture, including increas-
ing damage to the soil and groundwater ecosystemdsttee marginalization of small
traditional farmers.

Note, however, that Ehrnsperger’s passion was lgléacused on the sustainable
creation of value. In fact, his vision also invavé@e profit side of his business. Follow-
ing his creed that “ecology is long-term economyEhrnsperger was convinced that
running an organic brewery according to sustaiitglgdrinciples would create a win-
win outcome for all stakeholders—providing consusnwith high-quality products,

* The analysis of the case of Neumarkter Lammsbdaaws on the material as published on the brewery
website at http://www.lammsbraeu.de as well ashenpublication by Riess, Wenzel and Lith (2008:

105-114). It is inspired by and further develope #nalysis by von Winning (2009) and Beckmann

(2011).

® http://www.lammsbraeu.de/index.php?id=7&L=1.
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employees with attractive and rewarding jobs, aglanal farmers with a long-term
demand for locally produced organic raw materials.

Still, all this was easier dreamed than done. Thaditional rural community in
which Neumarkter Lammsbraeu operates posed sevamars to the transformation of
its conventional agricultural structure into orgamsustainable farming: to make the
dream a reality, a number of innovations reformsogial structure and its incentive
properties were necessary. Today, the institutiomavations created and implemented
by Neumarkter Lammsbraeu have made this eco-sentarprise an impressive suc-
cess. Neumarkter Lammsbraeu was not only thelnesivery to ever convert its entire
range to 100% organic, it is also the biggest aggarewery in Europe, possibly the
world.

IV.b  Passion and Compassion as Critical InputsHonctional Commitments

We want to use the Neumarkter Lammsbraeu casegtdigiit how a passionate and
compassionate entrepreneur can pave the way fae \@kation by changing the rules
of the game. We proceed in two steps. From an amanperspective, each step identi-
fies a problem for organic beer production andrdepective institutional solution that
has been successfully implemented by Lammsbraéa search for a sustainable busi-
ness model.

((1)) Passion and Compassion fostering functionaklf-commitments. The first
example illustrates how eco-social entrepreneurHbrnsperger translated the passion
for his company’s vision into an individuatelf-commitmenthat was important in in-
ducing others to enter a cooperative relationshth Weumarkter Lammsbraeu by put-
ting himself compassionately into his stakeholdetsdes. Put technically in the lan-
guage of rational-choice analysis, the individuglf-sommitment explained here was
important in overcoming a one-sided social dilenaawveen the brewery and its farm-
ers. Figure 3a illustrates this situation grapthycal

Neumarkter Lammsbraeu started its business ateavinen ecological products had
not yet entered the mainstream market. In thissdno, the brewery asked local farmers
in its community to go organic. For the farmersthias problematic for a number of
reasons. To begin with, according to EU regulatidasms have to be run organically
for at least two years before the products canolas organic. Furthermore, the local
farmers did not have the knowledge or managemeregses necessary for producing
organically and meeting product standards for amyinods. As a consequence, farmers
who agreed to go organic would have to make a nuwibleighly specific investments.
Such specific investments, however, could easilywehaeen exploitable by
Lammsbraeu. In fact, with Neumarkter Lammsbraeuadéhie only purchaser of organ-
ic brewing material in the region, the farmers heason to be afraid that their costly
specific investments would be subject to hold-ufeii Crawford and Alchian, 1978;
Williamson, 1985) by Lammsbraeu: Referring to theesgure of competition,
Lammsbraeu could ex post try to renegotiate ancetadwe prices it paid the farmers.
For this reason, the farmers’ initial skepticisrgarling Lammsbraeu’s offer was actu-
ally highly rational. At first, therefore, the faars decided not to go organic.
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Figure 3: The Onesided Social Dilemma Between Lammsbraeu and I1t1&@a

From the ordonomic perspective, this situation dassical or-sided social dilemm
(Kreps, 1990). Given this incentive structure, bbimmsbraeu and the farmers fai
to realize a possible wiwin solution. Within the given parameters of thae, it was
impossible for Franz Ehrnsperger to achieve hissims of ecological and soci
change. In this situation, Lammsbraeu had an imeetd change the social structure
the interactionFacing a on-sided social dilemma, Ehrnsperger needed to ovexdbe
collective selfdamage. In order to do so, he imposed on himsetfedible sel
commitment s (Figure 3b). Translating the pass@rhfs corporate vision into an ii-
vidual self-commitnent, Ehrnsperger offered his farmers -term contracts that gr-
antee for five years the amount and the price gawic brewing raw materials that t
brewery was willing to purchase. In addition, thc@ Lammsbraeu pays is —15%
higher than the m&et price the farmers would receive for conventioasy materials
Moreover, Lammsbraeu helped the farmers to redueecost of their specific invt-
ments by supporting them in the process of goirgamic. To this end, Lammsbra
pays a professional agultural engineer to assist the farmers not onlyr\iegard to the
actual farming challenges, but also in the audipngcess for the e-certification of
their products.

These compassionate scommitment strategies of Neumarkter Lammsbi
changed tb interactions between the brewery and the farm&g. making
Lammsbraeu’s commitment to organic agriculture idegthey convinced the former
skeptical farmers to invest in organic agricultwgtuctures. For the rural community
which Lammsbraeu merates, this e-social enterprise has triggered substantial s
change in favor of sustainability. Today, more ti@0 local farmers have gone orga
and devote some 4,000 hectares purely to orgaewiig materia

((2)) Passion and Compassion ftering functional commitment services. The se-
cond exampldlustrates how a social enterprise takescompassiorior its stakehcd-
ers even a step further by using it as a startoigtgor offering acommitment servic
to its interaction partners.

The story behind this institutional innovation is simpyet illuminating. Onc
Lammsbraeu had managed to credibly promise to pgaemium for organic brewin
material, ecological agriculture became a possi@de and lucrative market for tl
farmers. As a gup, the organic farmers had a common interestéimg that this nr-
ket came into existence. At the same time, howeher farmers had conflicting ii-
vidual interests. In particular, each farmer watrtbat other farmers might not hor



16 Diskussionspapier 2012-22

the sometimes costly standards for organic agticallto the degree desirable. In fact,
there was the danger that each farmer might untdéneucostly organic standards as
much as possible, thus creating pressure on otbed® likewise. This disincentive
threatened to keep the farmers from going orgamibe first place.

Viewed from the rational-choice perspective of éheonomic approach, the farmers
in this situation had a shared interest in goirgparc as a group, monitoring each other,
and negotiating prices with Lammsbraeu collectivatipwever, as pointed out by
Mancur Olson (1965), organizing a collective ingtris subject to free-rider problems
and is rarely easy. In fact, the conflicting indival interests kept the farmers locked in
a many-sided social dilemma. The many-sided sdlii@mma is asymmetricsituation
in which cooperation fails because of tieeiprocal opportunity for mutual exploitation
(cf. Bowles 2004: 23-55). Figure 4a illustrates kbgic behind this situation of collec-
tive self-damage. For each farmer, it was ratior@l to cooperate—even though the
group would be better off if everyone cooperatedatvas needed, therefore, was a
collective arrangement comprising all farmers iweal, an institutional arrangement
that enabled them to realize their common interests

Farmer B Farmer B
not cooperate cooperate not cooperate cooperate

gl Il gl I
E’- 1,4 <= 3,3 E— 1,4 » 3,3
o ] - 1 o ] _S = ]

< 8 < 8 A A

g £ |g

| |8

L 8_ v v L 8_
g 2,2 | 4,1 gl 2-s,2s > 4-s,1
sV Il 511V 1|
c c

(a) (b)

Figure 4: The Many-Sided Social Dilemma BetweerFdmeners

Fully suffering from the logic of collective actig®lson, 1965), the farmers in the case
of Neumarkter Lammsbraeu did not have the resourceseate such a collective self-
commitment. In this situation, Franz Ehrnspergedmpassion for his supplying farm-
ers was critical for bringing this problem to histeation. What is more, the
Lammsbraeu brewery itself, also, had a passiomdézeist in the farmers organizing
themselves and thus adding stability to their miovi of organic material. For as long
as the farmers needed to fear a race-to-the-battimpetition, they would shy away
from making the specific investments to go organic.

The compassion for his farmers and the awarenasshigir problem ultimately also
threatened his entrepreneurial mission led Franmndperger to offer the farmerssar-
vice for collective self-commitmenin 1988, Neumarkter Lammsbraeu initiated the
“Growers Association for Organic Brewing Raw Maadsi (or, in German, the
“Erzeuger Zusammenschluss fur oekologische Braudrsioffe, EZOEB) and required
all then organic contract farmers to join this asston. The EZOEB was an important
institutional innovation which solved a number oblpems that were keeping the eco-
social enterprise from meeting its full potentBLOEB now negotiates the framework
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contract between Lammsbraeu and the growers arsddibeides on the sales volumes
and sale prices for the organic brewing raw madtefiaanks to this collective commit-
ment, EZOEB members are obliged to honor strictdaeds of organic agriculture. It
thus helps the farmers to uphold high-quality séadd as a group. Furthermore,
Lammsbraeu requires that any grower wishing to imecan organic contract farmer for
the brewery must join the EZOEB. Farmers who |le¢heeEZOEB forfeit their contract
with Lammsbraeu. By helping set up EZOEB and makmegnbership compulsory for
its suppliers, Lammsbraeu solved the free-ridebl@rm on the side of the farmers. It is
now rational for each farmer to cooperate withdtteer farmers through the EZOEB in
keeping high standards. Providing this compasseorssdrvice for collective self-
commitment thus proved to be an important catdiysstructural change toward sus-
tainable agriculture in the region.

IV.c Functional Commitments as Institutional Inntiwas for Realizing Sustainable
Win-Win-Solutions By Overcoming Social Dilemmas

In a piece on the entrepreneurial pursuits of seifi collective interests, Van de Ven,
Sapienza and Villanueva (2007) have argued agaipsrrspective on entrepreneurship
that looks only at the pursuit of self-interest faits to acknowledge the entrepreneurial
pursuit of collective interests. We think the twases discussed here offer an interesting
perspective because they show how the pursuitlbfréerest and collective interests
can go systematically hand in hand in the contésocial dilemmas. In fact, both ex-
amples show that it is possible to realize an etlsgr untapped win-win potential if a
change in the rules of the game helps to overcarole a social dilemma.

For the ordonomic perspective, the concept of teeas dilemma is crucial for un-
derstanding how entrepreneurs set free new polefdiasocial value creation (Petrick
and Pies 2007, Buttkereit and Pies 2008). TecHgjcal“social dilemma” refers to a
situation in which rational actors fail to realittesir common interests due to their con-
flicting individual interests. There are many wetlown examples of collective self-
damage, including the “tragedy of the commons” (#ad968), collective-action prob-
lems and the corresponding ‘free-riding’ issuess@@l1965), and principal-agent prob-
lems (Arrow 1985), as well as specific investmdli¥slliamson 1985) and the resulting
hold-up problem of appropriable rents (Klein et #878).

What is of interest here is that, from a rationabice point of view, there are two
fundamentally different types of social dilemmashéteas thene-sided social dilem-
mais characterized by the possibility of asymmetspleitation, the many-sided social
dilemma is asymmetricsituation in which cooperation fails because & rieciprocal
opportunity for mutual exploitation. This distinati is important because depending on
whether a social dilemma is a one-sided or a maedone, there are different options
for overcoming the dilemma. While an individual anitment is enough to overcome
the collective self-damage of the one-sided dilemtima many-sided dilemma can only
be overcome through a collective commitment foptdlyers involved. Note that this is
exactly what happened in the two examples descabede. In the first example, a one-
sided dilemma, the eco-social entrepreneur Framadplerger undertakes amdividual
self-commitment on behalf of his company. He bihomsself. In the second example, a
many-sided dilemma, however, an individual committran the side of just one farmer
would not have been enough to overcome the collestlf-damage. In this situation, a
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collective commitment is needed that comprisesaathers involved. They bind them-
selves as a group.

The concept of functional commitments thus helpsrtderstand how eco-social en-
trepreneurs can translate a passionate and corapassiwin-win orientation into better
rules of the game. Such functional commitmentsrasttutional innovations in the me-
ta game. Again, the ordonomic perspective substi@stiwhy it is beneficial to direct
the power of passion and compassion towards tha-meta game of rule-finding and
the meta game of rule-setting, respectively.

IV.d Passion and Compassion as Sustainability Dsiver Functional Self-
Commitments and Commitment Services: The Ordorndirategy Matrix

Just as there are two paradigmatic types of sodiEmmas, the example of
Neumaerkter Lammsbraeu allows highlighting thatehere two paradigmatic types of
commitment devices for overcoming such dilemmasjeig, seltbinding commitments
and commitmenservicesthat help other actors in binding themselveshmnfirst case,
an (eco-social) entrepreneur voluntarily commitsatoourse of action (or nonaction),
either individually or collectively with others. Hpves a promise thdte is bound to
keep. This was for example the case where Lammsho@a@mitted itself to long-term
contracting. In the second case, an eco-sociatemneur helps others (e.g., customers,
suppliers, etc.) to overcome one-sided or manydsgibeial dilemmas by offering them
a functional device for individual or collectivelseommitment. Here, he helps his
stakeholders to keep a promise ttiegtyare bound to keep. In the case of Lammsbraeu,
this happened where Ehrnsperger supported the farimevercoming their free-rider
problem by organizing collective action.

These examples illustrate how passion and compadstp to set up functional
commitment schemes, which might be a crucial stefostering sustainable develop-
ment. Our analysis finds thpassionis a particularly significant asset when it cortes
undertaking bindingelf-commitments: the more passionate you are aboutmsion,
the easier it is for you to convince others thairy@ndividual) self-commitments in this
field are indeed credible. Passion can thus beaesgic driver for functional (self-
)commitments. A complementary logic applies toithportance of compassion. In our
analysis,compassions needed for functional self-commitments; yesian even more
crucial asset when it comes to devising and impiging a commitmenservice the
more compassion you have for your stakeholdersediseer it is for you to walk in their
shoes and to even understand how a commitmentceeiot others might help to im-
prove the rules of the game in a mutually advartagevay.

In summary, it is now possible to use these raflastto develop a comprehensive
strategy matrix that gives a systematic overviewhow (eco-social) entrepreneurs can
use their passion and compassion in entering ditéiog functional commitments in
order to play better basic ganfeBigure 5 illustrates this matrix graphically. Therti-
cal dimension in Figure 5 differentiates between tthio types of dilemma structure—
one-sided and many-sided. In the horizontal dintensihe matrix distinguishes be-
tween the two commitment technologies—passionaliebs®wling commitments and
compassionate commitment services for others. énléft column, the entrepreneur

® For a previous discussion of a similar ordonortiatsgy matrix see also Pies et al. (2009: 57-61).
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binds himself or herself, either individually orlleatively. In the right column, the en-
trepreneur helps other actors—in this case, thendes—to make credible commit-
ments.

Commitment technology

Self-binding Commitment service
commitments for binding others
o 0) ()
S| Individual self- Service
g commitment for individual self-
c (Price and sales volume commitment
o guarantees for farmers) (Monitoring for farmers)
-o 4 N\ 4 N\
g v Service (1)
o | Collective self- for collective self-
. 2| commitment commitment
Dilemma g (Foundation offthe (Initiation of the “Growers
“Association of Organic Association for Organic
Structure | Food Producers”) J | Brewing Raw Materials”) |

Figure 5: The Ordonomic Strategy Matrix

This two-dimensional structure makes it possibledentify four paradigmatic strate-
gies an (eco-social) entrepreneur can engagesodtainably further his or her mission
through functional commitments. The first exampds discussed the case in Box I. The
second example has illustrated the case in BoXAHIFigure 5 shows, the strategy ma-
trix helps to see that there are two more possitosgegies. First, there is the case where
an eco-social entrepreneur offers a mechanismrmtbvidual self-commitment as a ser-
vice to its interaction partners (Box IlI). Intenegly, this case can also be found in the
Lammsbraeu example. Here, the brewery offers eacher a monitoring service that
allows him or her to make credible his or her prsenio deliver truly organic crops.
Second, there is the case where an eco-sociapesieur enters into a collective self-
commitment with other actors (Box IV). Again, tharhmsbraeu case provides a real-
life example: Lammsbraeu collaborated with othenpanies engaged in organic food
production to set up a collective self-commitmérite purpose of this “Association of
Organic Food Producers” (AOEL) was to overcomefthe-rider problem in develop-
Ing joint strategies for pricing, product, commuation, and distribution policies. That
all members have a passionate interest in orgaoid production helped them in over-
coming their many-sided social dilemma.

CONCLUSION: PASSION, COMPASSION, AND FUNCTIONAL GDIWENTS AS
DRIVERS FOR ENTREPRENEURIAL INNOVATION FOSTERINGSTAINABILITY

In our analysis, passion and compassion can btegicadrivers for sustainable value
creation. Nevertheless, passion and compassioalsoeambivalent. Using the three-
tiered framework of the ordonomic approach, we hdexeloped a conceptual perspec-
tive for deciphering this ambivalence. Our keymlas that passion and compassion run
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the risk of becoming dysfunctional if one triesitanslate them directly into one’s indi-
vidual moves, thus trying to play better within igemn basic game. If inserted into the
meta games of rule-setting processes and rulerfindiscourses, however, passion and
compassion can help to find, create, and implemamiually advantageous win-win
solutions by playing better basic games. While ipaskelps to clarify and voice one’s
own vision of value creation, compassion is a péuwersset when it comes to under-
standing the interests and needs of other staketsoldt the same time, passion and
compassion can help to establish functional comenitsh that overcome undesirable
social dilemmas.

We have developed our argument in a discussioheoptactice oéco-socialentre-
preneurship. Still, we argue that the lessons tdaosm this kind of entrepreneurship do
apply to the domain of ordinary business entreprestep as well. In fact, we have dis-
cussed the case of a real-life eco-social entrepirewho is highly profitable. The case
of Neumarkter Lammsbraeu illustrates that a stsmrgse of passion and compassion on
the one hand and genuinely entrepreneurial spirithe other hand are far from being
mutually exclusive. On the contrary, the practiéesacial entrepreneurship highlights
that passion and compassion can be relevant bothddeco-social’ and the ‘entrepre-
neurship’ side of the equation. Theo-socialdimension of the strategies analyzed here
lies in their ability to realize important sustdaidy objectives. In the case of
Neumarkter Lammsbraeu, institutional innovationgenttansformed not only the brew-
ery itself but also the entire supply chain andatsal environment. This is an example
of sustainable development at its best. At the stime, the Neumarkter Lammsbraeu
case also illustrates trentrepreneurialside of eco-social entrepreneurshigmtrepre-
neurial innovation is not about playing a given galvetter; it is about playing better
games.In each of the situations discussed above, Neueratkammsbraeu did not
simply try to optimize its individual moves withim given game, it worked to change
the rules of the game (in effect, making a newebegame) and thus was able to
achieve win-win outcomes for
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