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Abstract

Social enterprises (SEs) combine economic and social goals and are essential pillars
to contribute to a better world. SEs often manage limited resources; wasting
some could mean minimizing their social contributions. This study, supported by
the theoretical lens of the business model (BM), analyses the modes of uncaptured
value in SEs. This qualitative study examines micro and small SEs from the sustainable
fashion industry based on ethnographic views and semi-structured interviews. This
study contributes to the literature and the managerial field by examining the modes
of uncaptured value and their consequences while organizing them in two groups
according to the set of decisions and actions of the SEs; presenting a framework that
represents stages of the development of SEs according to their relationship with
modes of uncaptured value; and, providing a set of valuable knowledge to support
the qualification of SEs in better structuring their BMs and practices. Understanding
the modes of uncaptured value in the BMs of SEs leverages the value that could be
delivered but is not, especially in a context of resource scarcity and social demands.
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Introduction

Currently, society faces severe sustainability challenges, and focusing only on
maximizing the value for shareholders or customers is not enough (Bal et al.,
2023). In this context, hybrid organizations such as social enterprises (SEs) com-
bine economic and social goals, becoming essential societal pillars. For SEs,
social responsibility become the raison d’étre of the business. To do so, SEs adopt
a hybrid business model (BM) approach of pursuing a social mission while target-
ing economic sustainability (Imperatori & Ruta, 2015).

A BM presents a set of themes and constituent elements that have a function
designed to contribute to the generation of value (Teece, 2010). The critical
starting point of building a BM is understanding the value to the enterprise and
stakeholders. In a more reduced perspective, value is generally defined by ben-
efits against sacrifices (Gronroos, 2017) or gains against costs. Firms prioritiz-
ing economic results aim to receive more value from a stakeholder than the firm
spent to create it.

However, a perspective centred primarily on profit is insufficient for surplus
challenges related to climate change and social and income inequalities (Sugai &
Mabhajan, 2023). Value, in a broader connotation, depends on the principles and
purposes. In this sense, creating value can be understood as the execution of habit-
ual, conscious, inspired and even imaginative actions that increase the overall
good and well-being. Thus, the value cycle of and for ideas, goods, services, peo-
ple or institutions is fed back, including society and all other stakeholders
(Mahajan, 2022).

In this context, SEs consider other stakeholders, including the beneficiaries of
the delivered social value (Dobson et al., 2018). For an SE, the value definition
goes beyond a product’s worth and is aligned to a broader meaning: value is cre-
ated when the firm does something good for itself and its stakeholders, including
customers, employees, beneficiaries and the environment (Sugai & Mahajan,
2023). This hybridity is reflected in the BMs and revenue streams on which SEs
depend. Although BMs have often been discussed and analysed in the research
literature reinforcing the relevance of generating superior value for the customers
(Kumar & Srivastava, 2022), BM frameworks for SEs are scarce, indicating that
research in this area is still early (Sparviero, 2019).

If an SE has inefficiencies and losses in its BM’s processes, the final value to
the enterprise, its stakeholders and beneficiaries could be reduced or even contrib-
ute to bankrupting the enterprise. Such inefficiencies and losses can be under-
stood under the ‘uncaptured value’ concept. The term ‘uncaptured value’ was
coined by Yang et al. (2017) to refer to a set of benefits that could be, but have not
yet been, captured by an enterprise (Yang et al., 2017). To these authors, the tradi-
tional perspectives of BM studies only explain how, what and with whom the
value is exchanged. They do not fully explain how much, or to what extent, the
value is exchanged. However, little is known about what, how and why uncap-
tured value occurs in SEs.

Interestingly, the literature on BMs for SEs does not explicitly discuss uncap-
tured value in BMs or their modes of occurrence. Some studies have indirectly
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presented the value that could be captured by analysing challenges for the design
of BMs in SEs (Imperatori & Ruta, 2015). Others present challenges for measur-
ing the social impact (Satar & John, 2016) or the value missed through under-
utilized resources (Bockenetal.,2013). As far as we have researched, consequences
from uncaptured value modes are fragmented or not explicitly discussed in the SE
literature. This study is supported by the idea that understanding the causes and
consequences of uncaptured value in a BM is relevant to SEs to improve their
delivered value performance. So, inspired by Yang et al. (2017) concerning uncap-
tured value definition and using the term ‘failure mode’ (Aguiar et al., 2015), we
consider if the function linked to the BM’s component is not correctly fulfilled,
there is a mode of uncaptured value.

Thus, this study aims to answer: ‘What are the modes of value not captured in
their entirety, as proposed in the business models of SEs, and their consequences?”’.
The aim is to analyse the modes of uncaptured value in SEs and their conse-
quences under the lens of the BM. SEs face limited resources, which increases the
chance of mission drift and difficulty scaling the SE while casting a shadow on the
potential social and environmental impact of SEs (Diaz Gonzalez & Dentcheyv,
2021). Enterprises, in general, may have uncaptured value in their BMs.
Understanding the modes of uncaptured value in the BM of SEs can guide research
and managerial actions to increase the socio-environmental value delivered to all
stakeholders while guaranteeing economic sustainability.

We use a qualitative approach with micro and small sustainable fashion SEs in
southern Brazil. Brazil is one of the four major world producers of textiles
(Libanio & Amaral, 2017). The concept of sustainable fashion encompasses a
variety of terms, such as organic, green, fair trade, sustainable, slow, eco, etc. It
highlights various perceived defects in the fashion industry, including animal cru-
elty, environmental damage and worker exploitation (Mukendi et al., 2020). In
addition, since there is still much uncertainty about how innovative and sustain-
able fashion BMs should be structured (Todeschini et al., 2017), this particular
sector provides an opportunity to investigate uncaptured business value issues.

First, we contribute to the literature by proposing two groups of modes of uncap-
tured value according to the set of decisions and actions of the SEs. Also, we present
the possible consequences of such modes. Second, we present a framework that
represents the stages of the development of an SE according to its relationship with
the modes of uncaptured values. Third, this study provides a set of practical knowl-
edge to support the qualification of an SE in better structuring its BMs and practices,
which could maximize its socio-environmental and economic results.

Literature Review

Business Model for Social Enterprises

Most definitions connect SE with a social mission involving a market orientation
that mitigates a social problem or a market failure (Imperatori & Ruta, 2015).
There is usually an effort to generate social value while operating within the
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financial discipline. Economic profitability was previously seen as a sine qua non
to entreprencurial action, but for SEs, it is seen as necessary but not sufficient
(Murphy et al., 2021). An SE presents dual social and economic missions; the
challenge is avoiding mission drift (Diaz Gonzalez & Dentchev, 2021). Mission
drift arises when SEs prioritize creating value for their customers to the detriment
of their beneficiaries.

The literature presents diverse configurations for SEs. The scope of this study
aligns with the concept of for-profit SE, which means that the businesses are
market-oriented. Typically, such SEs are more likely to be established in sectors
where commercial organizations traditionally dominate (Davies et al., 2019) and
face fierce competition. Different configurations may demand different BMs
based on whether the beneficiaries are in the value chain.

Most of the definitions of BMs seem to converge on a company’s core logic for
proposing, creating, delivering and capturing value by various methods. An SE
applies multidimensional notions of value and considers the creation of social
worth (Sparviero, 2019), which is reflected in the BM (Searing et al., 2021). The
creation of a BM requires that the SE understands the environmental dynamics
concerning the social value to be captured by its beneficiaries, pays attention to all
stakeholders (Dobson et al., 2018), provides the necessary product or service
value to satisfy its customers (Davies et al., 2019), communicates to the market
the needs to be met and the targeted social changes (Rispal, 2016), and generates
enough revenue to sustain a competitive advantage. Customer brand engagement
with the enterprise reinforces the value proposition perspective of a business
focused on something more than profit (Hollebeek et al., 2023; Sugai & Mahajan,
2023). In addition, a BM is dynamic and needs constant innovation to respond to
changes in the surrounding business environment. The growing awareness of the
negative impact of the cloting industry on the environment and human life should
encourage producers and retailers to innovate their BM (Lichy et al., 2023). Such
dynamism introduces challenges to the textile industry and retailers. For example,
it is necessary to rethink the customers’ experience of using new omni-channels
and consider it in the BM (Do Vale et al., 2021).

To the scope of this study, the three constituent themes prevalent in the litera-
ture have been considered: value proposition, value creation and delivery, and
value capture (Bocken & Short, 2016). Table 1, presented in the next topic, dis-
plays each theme in its elements and presents the primary function of each one.

Uncaptured Value in a Business Model for Social Enterprise

A BM may allow for capturing or losing value through inconsistency (Jabtonski,
2019), which is related to uncaptured value. For SEs, uncaptured value can be
associated with social and environmental values that could be delivered to their
various stakeholders (beneficiaries, suppliers, communities) and to the economic
value that can be delivered to the enterprise to sustain and expand its business.
Due to different factors, they do not occur. The uncaptured values are related to
failures in the planning or execution of the BM (Yang et al., 2017). The notion of
uncaptured value can be understood from diverse perspectives, such as for the
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Table I. Potential Modes of Uncaptured Value and Their Consequences in Social

Enterprises.

Business Modes of
Business Model Function of the Uncaptured Conse-
Model Theme  Element Element Value quences Authors
Value Product Having innova-  Products Products and  (Satar &
proposition /service tive products and services  services with  John,2016;
features and services do not have low accep- Todeschini
with quality enough qual-  tance of the etal,2017;
levels aligned ity or innova-  market. Yang et al.,
to strategic tion or do Insufficient 2017)
positioning. not consider  social value
Considering abundant lo-  and impact
local resources  cal resources.  for beneficia-
in the design. ries.
Customer Knowing the Unknown Inat‘.lequate (Davies
segment / customer potential environmen- - ot a1, 2019;
. . tal results. ;
Relationship  segments; customers; Mukendi
establishing inappropriate et al., 2020)
relationship marketing
mechanisms orientation;
with these local context
segments. not
considered.
Value to Providing Unclear (Mukendi
customers products/ understanding et al., 2020;
services that of customer Todeschini
surpass the needs.Cus- etal,2017;
customers’ tomers do Yang et al.,
needs. High- not perceive 2017)
lighting socio-envi-
socio- ronmental
environmental  value in the
value. products.
Value to Understanding  Social mis- (Janssen et al.,
society/ the beneficia- sion is not 2018)
beneficiaries  ries’ needs. adequately
Establishing a defined or
relationship understood
process with by society;
beneficiaries inadequate
that meets moral as-
their needs. sumptions
about who is
‘worthy’ of
support.
Value to the  Proposing a The use (Todeschini
environment  change from and disposal etal,2017;
non-desirable of waste Yang et al.,
consequences  material are 2017)
inherent of the  inappropri-
current fashion  ate; no use of
industry (e.g,  low-impact
extensive use  or green

of resources).

materials and
technologies.

(Table 1 continued)
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(Table 1 continued)
Business Modes of
Business Model Function of the Uncaptured Conse-
Model Theme  Element Element Value quences Authors
Value Activities Mapping inter-  Lack of Unbalanced (Yang et al.,
creationand  (internal nal processes,  production production 2017)
delivery processes) establishing planning;low  capacity and
production operational demand.
planning and efficiency; Raw material
flexibility capacity and acquisition
mechanisms. demand non-  costs are high.
compatible. Delays in
Resources Developing Lack or ﬁzt:e?;duc- (Bal et al.,
(raw ma- sustainable excess of raw oo P 2023; Cheah
terials and raw materi- material; lack aviey. etal,2019;
) . High invest- :
suppliers) als with new of resource . Imperatori &
: ) ) ment in
technologies; planning; dif- trainin Ruta, 2015;
adopting fair ficulty buying 8 Todeschini
trade rethink-  raw material etal,2017)
ing procedures  at a fair price;
in partner weak social
selection, network-
monitoring, ing with key
and rewarding;  stakeholder
considering groups; poor
upcycling and engagement
recycling and of local stake-
production of  holders and
vegan products. beneficiaries.
Resources Providing Lack of (Barki et al.,
(workforce)  active roles to  people with 2020; Satar &
the beneficia-  a suitable John, 2016)
ries (providers, combination
workforce, of skills and
leaders) attributes;
reinforces the ~ communica-
co-creation tion problems
process. among work-
forces.
Resources Using green Obsolete (Satar & John,
(technology/  technologies equipment; 2016;Yang
R&D) and sustainable  inadequate etal,2017)
R&D, avoiding ~ maintenance;
excessive lack of tech-
design. nology and
R&D.
Distribution ~ Using proper Limited use (Davies et al.,
channels distribution of diverse 2019;Yang
channels; distribution etal,2017)
managing dis- channels; lack
tribution and of personnel
commercial with commer-
processes. cial acumen.

(Table 1 continued)
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(Table 1 continued)
Business Modes of
Business Model Function of the Uncaptured Conse-
Model Theme  Element Element Value quences Authors
Value capture  Cost Attracting High initial in-  Inappropri- (Satar &
structure investors while  vestmentand  ate balance John,2016)
and revenue  keeping eco- low profit. between
nomic sustain-  Difficulty in social impact
ability; planning  mobilizing and financial
the growth capital. viability.
strategy. Difficulty in
Value Stimulating the  Difficulty in attracting (Davies
captured to  customers’ introducing |anestors. . etal,2019;
customers commitment culture-aleer- -0V Margin Mukendi
) ) . . in products/
to socio-envi-  ing habits. A et al., 2020)
. services.
ronmental is-
sues and meet
their needs.
Value Engaging Difficulty (Siqueira,
captured to  beneficiaries as  in measur- Bin, &
society and  co-producers ing social Stefanuto,
beneficiaries  and co- impact. Risk 2021)
creators while  of exploita-
contributing to  tion from
their education marginalized
and income. beneficiaries
who are also
employees;
bad working
conditions.
Value Providing sus-  Unknown (Ebrahim
captured tainable fashion environmen- etal,2014)
to the products with  tal impact of
environment  a positive products and
ecological processes.
footprint.

enterprise, for a broader range of stakeholders, for the customers, etc. This study
focuses on the perspective of the enterprise.

This study considers that the failure to reach the potential value in each ele-
ment that composes the themes of a BM results from the different modes of
uncaptured value. These modes can have one or more distinct causes and can
generate one or more consequences. It is not the purpose of this study to detail the
causes of failure modes, as they relate to specific aspects of each operation and
each company. The possible uncaptured value modes for each BM’s theme and its
elements are presented in Table 1. Each business model theme was deployed into
business model elements. To establish such structure, the triple-layered focus on
the economic perspective, the environmental aspects and the societal stakeholders
(Joyce & Paquin, 2016) was considered.



86 Journal of Creating Value 10(1)

Method

This study is exploratory and aims to unveil empirical insights to support the
development of a deep understanding of a phenomenon (Eisenhardt, 1989). An
inductive approach is used to study phenomena such as SE. This study relies on
qualitative data collection from semi-structured interviews preceded by ethno-
graphic observation.

A literature review was carried out in the work method’s first step. The under-
standing of the uncaptured value related to each BM element was organized.
Based on this, the potential modes of uncaptured value and their consequences
were presented (Table 1), being the basis for data collection and discussion.

The second stage ran parallel to the first and the ethnographic vision was car-
ried out. The ethnographic view made it possible to identify 26 SEs from the
micro and small fashion industry participating in a SEBRAE (Brazilian Service of
Support to Micro and Small Enterprises) qualification program. Several interac-
tions occurred between researchers, SEBRAE, universities and SEs over two
years. Such interactions were documented and provided an ethnographic view of
the search. During the qualification program, in which two co-authors of this
study participated as observers, six enterprises were visited in person for a broad
understanding of the day-to-day of the SEs.

The third stage, data collection, consisted of in-depth interviews with the eight
companies that confirmed their participation in the study. Table 2 presents the
main characteristics of the studied enterprises and Figure 1 illustrates the respec-
tive products of each enterprise. The SEs work on creating, producing and selling
sustainable clothing and accessories from the recycling of textile waste and in
partnership with artisans from poor local communities.

The entrepreneur of each enterprise was interviewed for being the enterprise’s
leader and mentor and being the agent of change and innovation within the

1—Bags and Jackets made from used clothes and uniforms 5 —Clothes made from agroecological cotton

2 —Sneakers made from industrial wastes 6 —Clothes made from naturally dyed woo
3 —Shoes made from 95% of recycled raw material 7 —Bags and wallets made from cardboard and recycled materials
4 —Menstrual pains and swimwear 8 —Bags and Jackets made from textile waste

Figure 1. Examples of Products of Each Studied Enterprise.
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Table 2. Interactions with the Field of the Research.

Period Description References

May 2017 to April 2018 Two researchers established interac- (SEBRAE, 2018)

tions with SEBRAE, focused on the AGIR

(Acceleration and Generation of Social

Impact in Rio Grande do Sul) program.

This program enabled enterprises to

organize their social businesses and se-

lected some of them to be incubated. The

researchers followed the programme and

the process of enterprises’ selection.

May 2018 to January 2019 Researchers participated in the SEBRAE
selection of 26 SEs to the second round
of qualification and incubation. Three
researchers from the National Forum of
Social Enterprises also participated.

February 2019 to October Two researchers followed the qualifica-
2019 tion program that involved consultancies,
training in management tools and business
rounds. Face-to-face visits were made to
six enterprises.
A collection of fashion industry SEs,
mostly micro and small, were observed
in the qualification program.This context
directed the choice of this industry as the
object of analysis.

November 2019 and February A data collection designed to clarify

2020 specific points related to uncaptured value
in SEs under the lens of a business model
was made.
The contacted enterprises had a minimum
of three years in the market.
Researchers also confirmed with the
enterprises that they had operated based
on their revenue generated, meaning that
they have operated within a market logic.
Eight enterprises agreed to participate. All
eight self-declared working with sustain-
able fashion and being a SE.

business. Each interview lasted between 54 minutes and 2 hours 54 minutes. The
interview protocol included semi-structured questions for each business model
element presented in Table 1. The protocol also had questions related to different
modes of uncaptured value that could be present and their consequences. The
interviews were conducted personally by two researchers. All interviews were
recorded and later transcribed.

The fourth step was data analysis. For data analysis purposes, the data from
each case were allocated to each corresponding block of the interview protocol.
This made it possible to observe each case individually, associating the findings
with each key business model element (Table 1). Then, a cross-case analysis was
performed by comparing the cases and the research framework. This analysis pro-
vided internal validity and reliability (Yin, 2009).
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The last step was to prepare and present the discussions and conclusions of the
study. These analyses identified detailed findings providing the set of uncaptured
value modes and their consequences (Table 3). These results allowed us to discuss

Table 3. Modes and Consequences of Uncaptured Value.

Economic Uncaptured

Socio-environmental

Business Business Value Uncaptured Value
Model Model Conse- Conse-
Theme Elements Modes quences Modes quences
Value Product/ Product Targeted Products Conscious
Proposition  service is not in- consumer are similar consump-
features novative or is limited to  to the con-  tion
authentic; enthusiast ventional diversion.
low quality.  communi- market. Low prod-
Customer Enterprises ties. Limited to uct re.at.:h
segment and do not deal Low prod-. the use of In positive
relationship  with market uct rgach N the same impact
and sector traditional traditional consumer
data or they consumer market markets.
are unaware markets. relationship L,O_W p?r-
of it. Company strategies. ticipation
or product in relief
Value to Customers without so- Low poverty and
customer may not cial and en-  Valuation of reducing
understand  vironmental ~humanized inequalities.
and desire legitimacy. care. Limited
to pay by measures to
socio-envi- mitigate en-
ronmer.mt.al vironmental
proposition. impacts.
Limited
communica-
tion with
market.
Value to Low iden- Low ap-
society/ tification of preciation
beneficiaries the business of empow-
with local erment of
communi- beneficiaries
ties and and the lo-
beneficia- cal ecosys-
ries. tem.
Value to the Lack of Little use
environ- ‘green’ or of low envi-
ment ‘social’ cer- ronmental
tifications. impact
Companies materials,
compete processes
with ‘fake’ and green
green mar- technolo-
keting. gies.

(Table 3 continued)
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Economic Uncaptured Socio-environmental
Business Business Value Uncaptured Value
Model Model Conse- Conse-
Theme Elements Modes quences Modes quences
Value Cre-  Activities Limited Operational Low adher- Low devel-
ation and (internal or poorly ineffi- ence to the  opment of
Delivery processes)  structured  ciency.High  develop- poor local
production  produc- ment of communi-
capacity; tion cost. sustainable  ties.
immature or Unbalanced processes. Removal
non-formal  relationship from
operating between responsible
processes.  capacity and production.
Resources Informal and demand. Little L.ow promo-
(raw mate-  disorganized L.ong "?a‘,j support tion qf
rial) and produc- tlme.lelted for social inclusive
suppliers tion chain. marketing projects and employment
Difficulty in ~ <P2nnels. e develop- 2nd decent
establishing ment of work.
connections beneficia-
and in net- ries; low
working. connection
with sup-
pliers and
partners
focused on
socio-envi-
ronmental
values.
Resources Vulnerable Limited use
(workforce/  beneficiary of tech-
equipment/ is profes- nologies
technolo- sionally and ‘green’
gies) fragile (un- materials.
skilled; with
cognitive
difficulties);
difficulty in
self-man-
agement of
the teams,
including
beneficiaries
from the
production
chain.
Distribution  Distribution Predomi-
channel chan- nance of
nels with economic
restricted criteria
capacity. in the
definition of
distribution
channels.

(Table 3 continued)
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(Table 3 continued)

Economic Uncaptured Socio-environmental
Business Business Value Uncaptured Value
Model Model Conse- Conse-
Theme Elements Modes quences Modes quences
Value Cap-  Coststruc- Low inte- Difficulty in  Low inte- Difficulty in
tured ture and gration with  sensitizing gration with  sensitizing
revenue the impact  investors. the impact  investors.
ecosys- Low ecosystem Low brand
tem.Poor revenue (investors, value due
economic input for suppliers) to limited
and financial the com- to improve  relationship
structure pany and socio-envi-  with posi-
and risk partners.I-  ronmental tive impacts.
assessment;  regular cash  practices. Offering so-
Inexperi- flow; Lack lutions with
ence in busi- of working low social
nesses. or reinvest- and envi-
Value The price is ment capital. M et does rpnmental
captured to higher than Pr.oduct. not rec- significance.
customer the usual with S°F'a' ognize the Departure
market and envi- socio-envi- fr<.)m the
value. ronmental ronmental fair-trade
value but model.
: value. .
with a low Elevation of
Value Erroneous contribution Little socio-  social and
captured to  division of  margin. environmen-  environ-
beneficia- resources tal transpar-  mental risk.
riesand to  needed to ency, Low Low con-
society qualify the sharing of servation
vulnerable social and of natural
beneficiaries environmen- resources.
that are tal achieve-
part of the ments with
production the supply
chain. chain.The
operation
model is
distant from
the ben-
eficiaries’
reality.
Value The prod- Limited use
captured to  uct does of tech-
the environ- not scale nologies
ment beyond and ‘green’
enthusiastic materials.
customers; Uncon-
product is trolled
eco-friendly carbon
but not footprint.

competitive.
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the findings under the lens of research literature. Thus, academic and managerial

contributions were made.

Findings

Initially, the findings were organized considering the perspective of each respon-
dent related to each BM theme and element. Appendix A presents some quotations
extracted from the interviews. For all the interviewed entrepreneurs, the social
purpose is the basis of their mission, and it is consistent with their personal values.
However, the market and socio-environmental uncertainties lead entrepreneurs to
decisions and actions linked to the elements of the BM about how to perform their
professional activities in which market to operate and how to show the socio-
environmental contribution of the business to the market.

These decisions and actions reflect the generation of economic value, often to
the detriment of socio-environmental value or the prioritization of the generation
of socio-environmental value to the detriment of economic sustainability. In the
first case, the enterprises guarantee the business’s survival and adjust the social
and environmental contribution. In the second case, they continue to prioritize the
social and environmental impact despite the high risk of the non-survival of the
business. In this last group of companies, some entrepreneurs are highly engaged
with the beneficiary communities served.

This tendency towards more emphasis on economic results, which the litera-
ture calls mission drift (Ebrahim et al., 2014), or socio-environmental results, is
also reflected in the modes of uncaptured value. The analysis of uncaptured value
modes can be didactically organized into two groups: those that predominantly
affect the economic uncaptured value and those that affect the socio-environmen-
tal uncaptured value (Table 3). However, uncaptured value modes are not isolated.
Aloss of economic value will affect the delivery of the socio-environmental value
and vice versa. The proposed classification indicates the most common results
from the set of decisions and actions. The results also indicate the consequences
of the uncaptured value modes for each business model theme.

The analysis of the results presented points to the idea that the company’s deci-
sions and actions influence the prevailing uncaptured mode and momentarily
divert the enterprise from the full achievement of its mission. Figure 2 schemati-
cally illustrates this process. Value modes that are not captured in socio-environ-
mental terms reinforce what the literature calls ‘mission drift’ (Ebrahim et al.,
2014), that is the managerial challenge of maintaining the SE’s focus on combin-
ing generated socio-environmental value with economic self-sustainability.
Modes of value not captured in economic terms can drive the company to act as a
non-governmental organizations (NGOs).

There is dynamism and movement in companies, called in this work the Zone
of Truth (Figure 2), in search of a position with a minimum of uncaptured value
towards fulfilling the social mission. Enterprises do not deliberately choose to
take decisions and actions directed towards the NGO Zone or Mission Drift Zone.
It is the situation in which they find themselves because of routine decisions and
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Figure 2. Uncaptured Value in Social Enterprise.

actions taken in different scenarios and contexts that present themselves. In this
study, the results allow us to propose that if they are not assertive in their deci-
sions and practices, they will remain in the Death Zone until they succumb. If
economic uncaptured value modes are prevalent in enterprises that have already
surpassed the Death Zone, socio-environmental value delivery will predominate.
However, the SE’s survival will be fatally shortened over time without guaranteed
economic sustainability. Conversely, suppose socio-environmental uncaptured
value modes are prevalent. In that case, the socio-environmental contribution of
the enterprise is reduced, which compromises the achievement of the SE’s mis-
sion and may trigger a mission drift process.

The findings reveal that SEs with a prevalence of economic uncaptured value
cannot define how they will be able to innovate their products and processes and
generate economic gains. Even so, when they realize economic gains, they do not
successfully develop efficient business and operational processes capable of pro-
viding visibility that exceeds the level of enthusiastic customers of socio-environ-
mental impact. In some cases, cash flow tends to be irregular, leading to deficient
financial planning and, at times, compromising the business’s long-term vision. In
the search for market opportunities, an insufficient entrepreneurial posture is
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observed. In the eagerness for economic support, the entrepreneur will likely seek
income from other activities and even give up on the business. We call SEs stuck
in economic uncaptured value modes ‘Frugal Economic Results Enterprises’
regarding non-expressive economic results.

For the SEs with an abundance of social and environmental uncaptured value
modes in their business structure, it was observed that the SEs are hesitant when
making decisions to increase positive social and environmental impact. They also
recognize that they cannot assess the risks related to social and environmental
actions correctly. They present inconsistency of socio-environmental purposes
without determining the objectives to be achieved. In many cases, SEs with a
predominance of these characteristics adopt a more passive entrepreneurial pos-
ture towards the beneficiary, waiting for the beneficiary to come to the company
as a candidate for a potential benefit. These initiatives end up giving greater atten-
tion to operational issues. We call the SEs with a prevalence of socio-environmen-
tal uncaptured value mode ‘Good Intention Enterprises’.

Discussion and Further Research Avenues

This study identified, under the lens of a BM, the uncaptured value modes of SEs
in the sustainable fashion industry and their consequences. Understanding these
modes is an opportunity to minimize them and provide more socio-environmental
value while contributing to the economic sustainability of the enterprises. Our
findings outline a heterogeneous view of how uncaptured value occurred in the
BM and its consequences, revealing (a) the prevalence of uncaptured economic
value in SEs that concentrate results on positive social and environmental impact
and the prevalence of social and environmental uncaptured value in SEs that con-
centrate results on economic sustainability; (b) the uncaptured value modes for
SEs and their consequences for each BM theme (Table 3); and (c¢) a framework
that represents the stages of the development of SEs according to their states of
coping with uncaptured value modes (Figure 2).

First, we contribute to the SE literature by exploring the modes of uncaptured
value and its consequences through the lens of the BM. We expand the studies
that present the barriers and challenges in the development (Imperatori & Ruta,
2015) or implementation (Michelini & Fiorentino, 2012) (Table 1) of the BM.
The triple-layered BM (Joyce & Paquin, 2016) was considered as initial struc-
ture for the BM themes and elements. Then, this study contributes illustrating a
practical application of such approach, including the perspective of uncaptured
value. Also, it was considered that value from and for an SE is made from a
broader perspective behind the profit (Sugai & Mahajan, 2023). In line with the
SE and BM literature, such assumptions include beneficiaries, environment,
suppliers, customers and other stakeholders as value givers and receivers. By
adding empirical evidence, we propose a set of modes of uncaptured value
(Table 3). We further identify that the uncaptured value for SEs that focus on
delivering high socio-environmental value is concentrated on causes that nega-
tively affect the economic results (‘Frugal Results Enterprises’). For this
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situation, the results indicate that the modes of uncaptured value are predomi-
nantly centred on lack of product innovation, weak product design, deficient
financial planning, lack of attention to the market and relationship with custom-
ers, and lack of production planning and technologies. Intriguingly, the litera-
ture studied on the difficulties faced by SEs in delivering value presents
challenges and difficulties related to funding, human resources, professional
management and underdeveloped networking (Diaz Gonzalez & Dentchev,
2021) but does not present the issues related to the production system and
scarcely discusses technologies and the research and development (R&D) role
(Satar & John, 2016). For SEs where economic issues are appropriately resolved
and socio-environmental uncaptured value is predominant, the findings indicate
that these enterprises have difficulty evaluating the risks associated with socio-
environmental purposes and are not very proactive concerning their beneficia-
ries’ concerns. These ‘Good Intention Enterprises’ have adopted a more passive
posture related to beneficiaries and have inconstant socio-environmental pur-
poses. Understanding modes of uncaptured value can support further research
on how to eliminate or decrease them, which could potentially amplify the
potential social value to be delivered by SEs.

Second, the literature suggests that a SE has a double mission: economic sus-
tainability and social issues (Davies et al., 2019). Also, the literature indicates a
lack of understanding of how an SE prioritizes financial goals due to its mission
drift (Searing et al., 2021) or socio-environmental issues or even due to balancing
both (Ebrahim et al., 2014). We contribute by proposing a framework (Figure 2)
that indicates the primary position of SEs concerning the present decisions: socio-
environmental or economic. This implies that various phases of the business mat-
uration with economic and socio-environmental challenges could differ from
those established in the enterprise’s early stage. Based on such findings, this study
contributes to the BM literature by evidencing how dynamic and innovative an
BM (Lichy et al., 2023) must be to balance economic issues with social and envi-
ronmental ones. The entrepreneurs’ characteristics directly influence the deci-
sions in zones with high economic uncaptured value modes or high
socio-environmental uncaptured value modes. Also, there is a dynamic movement
along the edge of the zones due to challenges and uncertainties from the market,
economic context, entreprencurial orientations and social issues. When such
movement reduces the uncaptured value, there is a shift towards the Mission
Zone. The results suggest that if the uncaptured value modes are not reduced,
there is the risk of bankruptcy or a drift to a traditional for-profit or non-profit type
enterprise. Both represent the abandonment of the development of an SE.
Understanding the maturity stage of an SE as a function of the position in one of
the zones and its characteristics and the factors that induce a shift among zones
can be further researched to more deeply understand the challenges and dynamics
of SEs.

Third, the findings provide practical value for social entrepreneurs, manag-
ers and institutions that support SEs. Our study shows that by understanding
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the prevalent modes of uncaptured value according to the positioning of the
enterprise as ‘Frugal Results’ or ‘Good Intention’ along the entrepreneurial
journey, it will be possible to direct managerial support to the SEs. Still, such
support is essential for the social entrepreneur to overcome the conflicts of
interest inherent in an SE to cross the Truth Zone towards its socio-environ-
mental mission and to avoid keeping the enterprise parked in the Death Zone.
In practice, the entrepreneur is focused on the routine of the business, trying
to survive, occasionally navigating from one quadrant to another without
planning.

Conclusion and Limitations

This study aimed to analyse the modes of uncaptured value in SEs and their
consequences under the lens of BM. The research gaps in the literature do not
discuss uncaptured value in BM or its modes of occurrence. Also, the conse-
quences of uncaptured value to the enterprise, the environment and the society
were not mapped. So, this study is supported by the premise that understanding
the causes and consequences of uncaptured value in the BM could be relevant
to SE improving its business and could be a topical issue barely explored in the
literature.

Initially, the modes of uncaptured value and their consequences in for-
profit SEs of the sustainable fashion industry were identified. Afterwards, the
literature review provided the basis for understanding the potential modes of
uncaptured value under the BM lens (Table 1). The results (Table 3) were
discussed based on the findings, providing academic and managerial contribu-
tions. The company’s decisions and actions related to each BM theme can
influence the prevailing uncaptured mode and prevent the enterprise from
fully fulfilling its mission (Figure 2).

Although this study researched for-profit SEs from the sustainable fashion
industry in Brazil, it is relevant to the entire entrepreneurial and managerial fields
to become alert to such uncaptured value modes. Uncaptured value is possibly
present in the SEs from other industries in emerging economies and SEs with dif-
ferent social and commercial structures than the ones we examined. This study
sheds light on this topical theme while suggesting further studies in different
industries and contexts.

This study has certain limitations. A qualitative methodology was used and
data were collected through semi-structured interviews with entrepreneurs. The
findings are based on the perception and experience of them. In addition, all the
studied enterprises are geographically located in southern Brazil. Thus, the modes
of uncaptured value and their consequences under the lens of the BMs were based
on these limitations. Still, the modes of uncaptured value and its consequences
could inspire other enterprises from other contexts to shed light on such modes
and improve their processes and results.
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