Glossary of Terms

Communities: Communities are made up of non-governmental organizations, institutions and individuals that organize around the interests of citizens, independent of the government. 
Community engagement: Citizens participate in economic, political and social activities in order to create just, secure and productive communities. 
Just, secure, productive communities: Just, secure and productive communities are guided by what is legally or ethically fair to all citizens. These communities are free from or not exposed to extreme danger or harm. 

Nonprofit Board of Directors: The group of people responsible for supervising the affairs of a nonprofit organization. The board of directors generally sets policies rather than participating in day-to-day managerial decisions, although selection of the executive director is the board's responsibility. Members are elected by the firm's stakeholders and may or may not be stakeholders themselves. 
Board Member: A board member is a person who sits on the board of directors. 

Non-governmental organization (NGO or nonprofit): A NGO or nonprofit is a legal organization created by private persons or organizations with no participation or representation of any government. When a NGO (or nonprofit) is funded totally or partially by governments, the NGO (or nonprofit) maintains its non-governmental status because it excludes government representatives from membership in the organization. Because nonprofits are private organizations that provide a public benefit, they may or may not be required to pay taxes in the Untied States. NGOs may pursue activities to relieve suffering, promote the interests of the poor, protect the environment, provide basic social services or encourage community development. 

Entrepreneurial nonprofit: An entrepreneurial nonprofit is a type of nonprofit that seeks to match its knowledge, ability or expertise in a specific subject area or skill set with market opportunities to produce earned income and expand social impact at the same time.

Private voluntary organization (PVO): NGOs or nonprofits may be referred to as private voluntary organizations. However, many NGOs or nonprofits receive state and corporate funding and manage projects with professional staff.

Social sector: The term social sector was created as an alternative to nonprofit sector and nongovernmental sector. The nonprofit or NGO sector puts an emphasis on what this sector is not, rather than calling attention to its focus on a social mission. Other terms are voluntary sector, third sector, independent sector or mission-based sector.

Social sector business:  A social sector business is designed to address a social need and make a profit through earned income at the same time, regardless of whether it is legally structured as a for-profit or nonprofit entity. 
Public-private partnerships (PPP or P3): A PPP or P3 is a government service or private business venture which is funded and operated through a partnership of government and one or more private sector companies. PPPs occur for the purposes of designing, planning, financing, constructing and/or operating projects that are typically within the public sector. 

Stakeholder- A stakeholder is an individual our group who affects, or can be affected by, an organization's actions. 
Entrepreneur: An entrepreneur takes on the financial risk of the start and continuation of the operation and the management of a given business. Entrepreneurs create a business and bring it to the point at which it can sustain itself on internally generated cash flow; they are concerned with profit. 
Social entrepreneur: A social entrepreneur is someone who works in an entrepreneurial manner, but for public or social benefit, rather than to make a profit. Social entrepreneurs may work in ethical businesses, governmental or public bodies or the voluntary and community sector. Social entrepreneurs are catalysts and innovators behind social progress. 

Entrepreneurship: Entrepreneurship is the ability to convert an idea or a model into a business that can sustain itself on internally generated cash flow.

Social entrepreneurship or social entrepreneurialism: Social entrepreneurship or social entrepreneurialism is the art of creating and growing new ventures to serve the social good. Social entrepreneurship often identifies opportunities to create social value or capital through unconventional collaborations which merge the skills and assets of government, community, business and philanthropy. 

Social Enterprise - A social enterprise is defined as any business venture created for a social purpose--mitigating/reducing a social problem or a market failure--and to generate social value while operating with the financial discipline, innovation and determination of a private sector business. (Virtue Ventures)  A social enterprise seeks to simultaneously generate a financial and a social return. In this regard, it has a “double bottom line.” If it also includes an environmental return, it has a “triple bottom line.  It can be legally organized as an NGO or as a for-profit business.  
Socially Responsible Business: for-profit company that operate with dual objectives-making profit for their shareholders and contributing to a broader social good. A Socially Responsible enterprise is also considered to be “double bottom or triple line” businesses. Socially responsible businesses are willing to forsake profit or make substantial financial contributions rather than distribute earnings privately, and frequently place social goals in their corporate mission statements.
Private Enterprise- is the basis of a free market system; it is a business established, owned, and operated by private individuals for profit, instead of by or for any government or its agencies. 

Micro-loan (or micro-credit)- A micro-loan is the extension of credit to entrepreneurs too poor to qualify for conventional bank loans. Microfinance organizations provide micro-loan or micro-credit. 

Micro-enterprise (or micro-business)- A micro-business is a small business, typically with fewer than six employees, that does not have access to standard sources of capital.
Asset Mapping- A process of mapping out the strengths and resources in a community that could be helpful to the social venture.

Innovation: Innovation combines inspiration, insight and imagination with research, logic, and analysis to create something new or different.  Innovation is often confused with entrepreneurship, but innovation may not include earned income. 
Social innovation: The social innovation process combines personal experience, social needs, social assets, and change to create something new or different. Social innovation often uses methods from business, philanthropy and government to create social value that is sustainable and has the potential for large scale impact.

Window of Opportunity- A time frame in which the environment is positive for pursuing an opportunity. 

Vision- Description of what an organization or individual would like to achieve or accomplish in the mid-term or long-term future. It is intended to serve as a clear guide for choosing current and future courses of action. 
Value rub: A value rub may occur when two or more of a social enterprise's economic, social and environmental bottom lines are in conflict; decisions must be made that may temporarily or permanently disrupt the existing balance.
Donor Dependency: Donor dependency is the traditional business model for nonprofits, where they depend solely or almost entirely on charitable contributions (or philanthropic money) and public sector subsidies to operate their programs. Grants and donations usually have restrictions about how the money can be used or what needs to happen to excess or left over money. 

Earned income: Income is "earned" when there is a direct exchange of product, service or privilege for monetary value. For a nonprofit, a few examples of earned income are: the sale of products or services, government contracts, consulting fees, or membership dues (when dues purchase tangible benefits), sale of intellectual property, agreement to use the nonprofit's identity for advertising purposes, ticket sales and property rentals/leases. Earned income for a nonprofit does not include: corporate or foundation grants, government grants or subsidies, financial contributions from individuals, or in-kind donation of products or services.


Market-rate: The market-rate is the cost of goods or services that are priced at the current or going rate. 
Below market-rate: The below market-rate is the cost of goods or services that are priced below the current or going rate. 

Equity Investments:  An equity investment is money that is invested in an organization by its owner(s) or holder(s) of common stock, but which is not returned in the normal course of the business. Investors recover it only when they sell their shareholdings to other investors, or when the assets of the firm are liquidated and proceeds distributed among them after satisfying the organizations obligations.
Double bottom line: Double bottom line is a business term used in social  enterprise or social business ventures. These enterprises seek two bottom lines to measure their performance: positive social impact and financial profit or loss. 

Triple bottom line: Triple bottom line is a business term used in social enterprises and social business ventures. These enterprises may seek three (triple) bottom lines and secure or achieve return on investment in the areas of financial, social and environmental at the same time. 
Return on investment (ROI): ROI, or financial return on investment (FROI), is the ratio of profits (or losses) created by a venture relative to the investment that has been made to achieve those profits (or losses).  It can be a measure of success for a traditional business venture. However, having an ROI does not mean you are a success financially. If it is too low or negative, it will indicate failure. It depends on what other investments of comparable risk are yielding.


Environmental return on investment (EROI): EROI focuses on the environmental impact of the strategy or social sector business relative to the investment required to produce the impact. 

Social return on investment (SROI): SROI focuses on the social result of the strategy or social sector business relative to the investment required to produce the impact.

· Social investor
: A funder that uses elements of mainstream investment thinking to provide capacity-building and growth capital for social enterprises. Note that social investors are not a single group: Some provide capital with expectation of high financial return, some focus on social impact but hope to make some money, and still others expecti no financial return but use investment thinking to increase the impact of their grant capital. They include foundations, banks, government, and multilateral funders, as well as:
· Venture philanthropists: Can be investment funds, foundations, and individuals (sometimes called “angels”), who share a particular mindset about funding. They borrow thinking from the venture capital world to invest money and time in non-profits and social enterprises to build capacity, valuing social impacts over financial ones. Venture philanthropists might use a range of financing techniques, including grants, loans, and equity investments.
· Social venture capital (VC) funds: Funds structured along traditional venture capital lines, taking high-risk equity stakes in early-stage enterprises, and providing hands-on input to increase chances of success. Focus their investments on enterprises with high social impact. Some might seek a lower return than mainstream VC funds; others might seek very high financial returns by investing in profitable social enterprises.
· Sub-market return: Financial return on investment that is below what is sought by commercial banks or investors. Investors expecting sub-market returns know they could make more money by investing elsewhere, but choose to invest in organizations that are providing social impacts as well as some financial returns. Sub-market returns can be in debt or equity. 
· “Traditional” funder: Charitable donations; foundation, multilateral agency, or government grants; and government or multilateral agency contracts that provide funding to NGOs and social enterprises. These funds can further an organization’s mission and build capacity, or support development work with specific deliverables. They play an essential role in development, and can be utilized by social enterprises, as part of a diverse funding strategy.
· Investment vehicle: In general, any method by which to invest. This can include debt and equity, and in the context of this paper, even grants. 
· Commercial business: A profit-motivated business that does not incorporate significant social impact as the key component of its model. Commercial businesses can do good and have positive social impact through philanthropy, corporate social responsibility, and ethical business practice, but their primary purpose is business, not social impact.
Financial Terms                                                                                                                                   


This section talks about several main financial terms useful to understanding social sector business. These terms relate to making decisions about and determining value in addition to how to distribute resources, or obtain, invest and manage resources.  





Social Entrepreneurship Terms 							                               This section defines main terms related to the field of social entrepreneurship. The list talks about the difference between an entrepreneur and a social entrepreneur; entrepreneurship and social entrepreneurship; and innovation and social innovation. 





Organizational Structure Terms 


Organizations are a group of people, systematically arranged and managed to pursue collective goals and categorized differently. Organizations affect and are affected by the environment. 








Community Terms 





This section talks about terms related to various communities. 








� Note that in this document, the term “social investor” is used to describe organizations across the social investment spectrum, from highly engaged grant makers to commercial financiers seeking social impact. 
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