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Introduction. An economic indicator can give an overall picture of the production, income and exchange of resources.
The state practices to report the economic performance of the country is not able to depict the real picture of the overall situation
of the society. Economic growth has been globally accepted to compare the status of development, but regardless of the high rate
of economic growth, poverty still exists at a significant level. There are conflicting views about what actually shows real economic
development. The entire results of the innovative efforts are generally attributed with the achievements of the government of the
states. Although the role of the government in making innovative outcomes for the benefit of the public cannot be overlooked, it is
not sufficient to merely look into the effort of the government. There are different people or communities playing roles in the
development. Social entrepreneurs are self-motivated, skilled and expert people who work to bring changes to make life better for
everybody in the society. They are not motivated by profit at the start; but will be rewarded with the entrepreneurial profit if their
innovation is successful. Review of economic history reveals interpretation of the economic development is significantly influenced
by the philosophy adopted by the state to govern. In this essay, along with the analysis of the relation between social
entrepreneurship and development, core values of political theories and its relation with social entrepreneurship have been
discussed. To emphasize the role of entrepreneurship in making life better as well as by facilitating the people and communities of
underdeveloped geographical locations, a few cases of social entrepreneurship from Nepal are highlighted. Important findings
include that social entrepreneurs are spontaneous but the state can play a encouraging role. Importantly, development cannot be
found in the weight of economic indicators alone but shall be seen as the total situation of the society.

The study of economic development needs knowledge of political philosophy and political economy as well as a focus on
organizing societies for the production of wealth, eradication of poverty and the arrangement of society to make it a just social
order [9]. The state of economic development has to be seen not simply from the viewpoint of emerging or preceding economic
conditions but from the total situation of the society, which is preceding or emerging. It is not possible to explain economic change
only with the help of economic condition alone [24]. The method of calculating GDP as developed by John Maynard Keynes was a
product of the Second World War. This method was initially developed by Simon Kuznets to estimate the national income of the US
in 1932 to analyze fully the Great Depression. Later, in 1940, Keynes refined it by rejecting the government’s income as a part of
GDP as defined by Kuznet. Keynes defines GDP as private consumption, investment, and government spending. If government
spending was not included, Britain’s GDP at that time would fall despite the economic growth. This was the war time necessity seen
by Keynes which continues till today. But GDP does not measure human well-being in proper sense [11].

Purpose. The objective of this study is to get insight into the circumstances leading to the emergence of social
entrepreneurs and their contribution to the economy and society. In addition, the objective is to analyze the few selected cases of
social entrepreneurship in Nepal and to analyze how the social entrepreneurships are proven to be the real drivers in transforming
the society to equitability, with opportunities for everyone to flourish.

Result. Social entrepreneurship as a special form of management, which operates the production function with principles
of ensuring increased value for all participants in the production process and the basic objective is to make the world a better place
for everyone. Such a process of change is carried out by the individuals who are designated as social entrepreneurs [21]. Such
individuals are skilled experts and self-motivated with a will to achieve something significant.

Conclusions. Economic growth as indicated by GDP alone is not a sign of economic development. Economic development
shall be reflected in the total situation of the society where everybody has an opportunity to develop and everyone has a good life.
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Henan A., moyecHU# HayKOBUH cHiBpoOITHUK, [HCTUTYT flHa-Yp6aHa Cangana, PiHcraaiiopget, Hopgeris
IliAnpUEMHUILITBO Ta EKOHOMIiYHHMH PO3BUTOK

EXKOHOMIYHI NOKA3HUKU MOXCYMb Hadamu 3d2a/1bHY KApmUuHy 8Uupo6HUymeda, 0oxody ma o6miHy pecypcamu. [lepicasta
npakmuka 36imy8aHHsl Npo eKOHOMIYHI NOKA3HUKU KpaiHu He Modjce Hadamu peaabHy KapmuHy cumyayii 8 cycniabcmei.
IcHylomb cynepeuausi no2asdu wjoo0o nokasHuKa, sIKUll Modice 06’€eKMuUBHO oxapakmepuzysamu eKoHoMiYHull pozsumok. Mema
Ybo2o 00CAi0KHCeHHS1 — chopmysamu pO3YMIHHS NPUYUH MA YUHHUKIB, WO CNPUYUHSIIOMb Nosigy CoyianbHux nionpuemyis,
docaidumu ix 8HeCOK 8 eKOHOMIKy ma cycninbemeo. Bci pesysbmamu IHHO8AYIliHUX 3yCU/b, SK NPAsu/io, NO8's3ymbv 3
docsizHeHHAMU ypsidy wmamie. Xoua poab depicagu 8 ompumaHHi iHHOBAYIliHUX pe3yabmamis € 8axcAu8or, HedoCmamHbo
poszaasdamu auwe 3ycuaasi ypsady. IcHyroms pisHi @izuuHi ocobu, epomada, ski enaugaroms Ha yetl pozsumok. CoyianbHutl
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nidnpuemeys - ye camomomueosati, keaaigpikosani ma doceidueri 100U, sIKi npayorome Had muM, Wo6 3po6umu Wocsb HOBe,
me, Wo MoJice BHECMU 3MIHU Y HANPAMI NOKPAWEHHS JCUMms 6Cix y cycniabcmei. Ix momueayis, 6 0cHO8HOMY, — He npubymok,
80HU 6acaroms 3pobumu cgim kpawjuM, 00HAaK coyianbHi nionpuemyi ompumyoms npu6ymox, sikujo iHHogayisi 6yde ycniwHoro.
IIpoaHanizoeaHo, o mpakmyeaHHsi ma po3yMIiHHS eKOHOMIYHO20 pO38UMKY CYMMEBO 8nauU8arms Ha ginocogito, nputiHamy
depsicasoro 0415 ynpasaiHHa. Tak, pazom 3 aHa1i30M 83aEmM038'53Ky coOyianbHO20 NiOnpueEMHUYM8a ma eKOHOMIUHO20 pO38UMKY,
doc1idxceHo 0CHOBHI YiHHOCMI eKoHOMIYHUX meopill ma ix 38'A30kK i3 coyianbHuM nidnpuemHuymeom. IlpedcmasaeHo ycniwHi
npukaadu coyianbHozo nidnpuemHuymea Henasny 048 6uokpeMaeHHS poai nidnpuemHuymea y nokpauwjeHHi jcummsl.
O6rpynmosaHo, wo coyianbHull nionpuemeyb € CMUXIUHUM NOHAMMSAM, O0OHAK pO/ab 0Oepicasu HA WJSAXY 300XO0YEHHS
@yHKYyioHy8aHHs coyianbHuXx nionpuemyis ma 36i1bWeEHHS MeMnié eKoHOMIYHO20 pO3BUMKY € 8axcAugoi. ExoHomiuHuill
po38UMOK nosuHeH gidobpasxcamucs Ha 3az2aabHill cumyayii 8 cycninbcmei, de KojceH Mae Moxcausicms pozgusamucs i eci

MAHMb 2apHe 3umms.

Kamwuosi cnroea: kanimanizm; ekoHoMIivHull po3eumok; iHHosayii; coyianiam; coyiansHe nionpueMHUYmaso.

Introduction. The bitter truth is that countries with
high GDPs have alarming situations of poverty. The basic
proposition of capitalism is that left alone without any
hindrances from the state, the economic system performs
satisfactorily. However, its much emphasized general
feature is that it is an economic of ‘riches’ which promotes
inequalities in income distribution. On the other hand,
socialism, as an opponent concept of capitalism, was
believed to benefit the society by centralized planning, full
employment of the labor force, and the elimination of the
evil of economic inequalities. Nevertheless, socialism is
also not free from criticism. Because with the concept of
centralized planning, many types of freedom have to be
curbed and what little economic success has been
achieved is at the cost of democratic values.

Literature review and the problem statement. The
focus of problem of the study is whether it is the
government who innovates and builds the foundation of
development or the individuals in the society, called social
entrepreneur, who are the real drivers of the process of
economic development.

The method of the study includes a review of theories
related to entrepreneurship and profits. Similarly, a few
selected cases of entrepreneurship have been collected,
reviewed and analyzed with a view to social
entrepreneurship and the motives of entrepreneurs.

Full capitalism and full socialism are the expression of
the politicians to highlight their agendas to make their
people fool, because there are many observations that the
most regarded capitalist system of the USA also has some
state policies that has direct relation with the concept of
socialism and the societies like China and other who still
keep their state value of to be full socialist projected
towards the communism as their last goal also currently
seems to be adopting capitalist model of development.

Very often economic development is regarded as
economic growth. Economic development should not
always be advocated with indicators of growth and
national income. For Amartya Sen, economic growth is
only one aspect of the economic development process.
Growth is vital but growth alone does not guarantee
development [26]. Sen’s work has shifted the paradigm
from the old framework of income, growth and utility
towards increased emphasis on individual entitlements,
capabilities, freedom and rights [18]. Economic
development significantly should be taken from the social

viewpoints because social economy should be the essence
of the economic reality.

Research results. To enter into the core objective of
this essay, | recall my general understanding of capitalism,
socialism and communism. Capitalism is the system based
on the ideology of private ownership of assets and all
means of production, and operation of production
process for the basic motive of profit. Mercantilism is the
early form of capitalism. Currently, many economists
argue that present stage capitalism is crony capitalism,
which creates a nexus between politics and business
groups with a motive of accumulation of money without
taking any business risks. This is much debated in the
developing world.

In contrast, communism is an ideology and the system
of social organizations where all property and the
resources is owned by the community, each person
contributes in the production process as per the capacity
and distribution of the output is made according to the
ability and need of individual. Socialism, on the other hand
is a political and economic theory of social organization
controlling the means of the production, distribution and
exchange, which is owned and regulated by the
community as a whole.

Societies are not simply capitalist or socialist because
all societies have some features of both. Even socialist
features are to some extent present in the United States,
a society that is called more capitalist than others and
gradually more so over the times [9]. Marx’s study of the
genesis of capitalist production process rose up in feudal
class giving rise of capitalist enjoying ownership of means
of production and labor class owning nothing except their
labor power. The accumulation of socially produced
wealth emerged as capital and gave ground for the
establishment of capitalist relation [12]. There are many
countries in the world claiming to be socialist societies but
capitalism is still in center of the academic discussion.
Many scholars even in American society have said that
capitalism is almost in a coma, but at the same time there
are other scholars who without mentioning the word
capitalism strongly advocate capitalist values.

Classical economists Adam Smith and David Ricardo
focused on three factors of production: land, labor and
capital. Marxian philosophy considers labor as the key
element of production. Marx’s model of surplus value
shows three circuits of money capital, where the money is
at the initial stage if it is put in place as capital resulting in
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a surplus through the production and again used as
capital. They are the labors who convert the initial money
capital into its original plus surplus value, which is reused
in the production again to generate surplus in the
subsequent stages. Neo-classical economists elaborated
the concept with an alternate theory of value and
distribution. They introduced the concept of financial
capital, working capital and technology. More recently,
entrepreneurship has been taken as the fourth factor and
the concept of the entrepreneur, human capital and
technology [28] has been added.

By his early training, Karl Marx is a neo-Hegelian. From
his German upbringing, he derived the materialistic theory
of history, and from his later experience, he acquired the
point of view of liberal-utilitarian school, which
dominated English thought throughout his life. The
standpoint of neo-Hegelian Marxism is forgotten and
cannot be regained [28]. If a human being goes beyond
the spontaneous production of the nature, he forcefully
has to go to industrial production. The large volumes of
production are not the creation of nature, they are the
creation of industries [15]. Inequality is not an accident
but it is the core feature of capitalism. Capitalism needs
reform, because without reform, democracy will be
threatened [19]. Piketty argues that over the long run, the
rate of economic growth is more than the rate of return;
as a result, there will be a concentration of wealth and this
unequal distribution of wealth causes social and economic
instability. He proposes a progressive annual global
wealth tax and a progressive income tax to reduce
inequality. However, his idea is criticized on the basis that
his theory of long term growth exceeding the rate of
return is not supported by any empirical study [30].
Irrespective of the criticism over the ideas, one thing is
clear: unequal distribution is sure to promote inequality
and economic instability. Piketty goes wrong for exactly
the same reason Marx and before him Ricardo went
astray, although their work for a sweeping theory of
inequality and the ensuing debates over inequality are
healthy and constructive. Because for any plausible theory
of nature and the evolution of inequality, political and
economic institutions have to be focused, the endogenous
evolution of technology has to be recognized from the
institutional and economic and demographic factors, view
point to make the existing political and institutional
equilibrium can be modeled to manage the shocks and
opportunities in an economy [1]. It is of course a proven
historical fact that many ideas in history over time change
and lose their original form and get developed in a new
way, as if they had emerged on their own.

Socialism by no means is an invention of nineteenth
century Marxism but is much older. On the other hand,
capitalism is a system based on the explicit recognition of
private property and non-aggressive contractual
exchange between the owners. There must be varying
types and degrees of socialism and capitalism where
private properties are respected or ignored as per the
clear course of treaties [9]. The understanding of the

nature, system and characteristic of socialist public
finance are important matters in the development of a
socialist revolution and social reconstruction. The matters
of distribution are established in the foundation of
production. Distribution cannot be done without
production. Naturally, in socialist public finance, where
there is large volume of production of socially usable
goods, after considering the basis of distribution, the state
can step in the appropriate portion of the production for
public distribution [32]. This indicates that focusing only
on distribution cannot be possible, because distribution
significantly relates to industrial output obtained through
the process of production.

In the past people were found to relate the economic
development of countries with the geographical location,
natural resources, capital resources, labor and many other
things. It can be said that the basic equation production
function is the same, but different new concepts
developed through economic history have found to
influence the production function.

Enterprise is the fourth factor of production after land,
labor and capital. Enterprises are the results of the
entrepreneur’s creative enthusiasm. In the economic
development process, entrepreneurship is the essential
input required. It is the entrepreneur, and only the
entrepreneur, who coordinates and brings together all the
factors of production for the production process to
produce the output.

One of the important concepts developed along with
economic history is entrepreneurship. Creation of a new
venture, hard work, assumption of risks and reaping of
rewards are the main features of entrepreneurship [2].
Entrepreneurs introduce innovations and are catalytic
agent and engines for economic development [2].We can
find mixed evidence on the role played by
entrepreneurship in economic history. Our insight into the
role played by entrepreneurship has been limited by the
heterogeneities [3]. Historical research on
entrepreneurship started much earlier, and it has been
aligned with understanding the process of economics,
which has been commonly utilized as the Schumpeterian
meaning of entrepreneurship [29]. Social
entrepreneurship has been seen as the alternative for the
public or the community or the responsibility of the
government of a country [7]. Studies show
entrepreneurship, even if being an individual effort at the
initial stage, later can turn out well by joining the public
sector.

It has been perceived that entrepreneurs, by
exploiting an innovation, and more generally, exploiting
an untried technology for producing a new commodity, or
producing an old thing in a new way, or by opening up new
source of materials or an outlet for products, or by
reorganizing an industry and so on, revolutionize and
reform the production pattern [25]. The function of the
social entrepreneur also includes revolutionizing the
development by new invention and replacing an old
product or service delivery [25]. These initiations of the
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entrepreneurs, the part of necessity of the life of the
society and contribution to economic development once
their innovation becomes successful. Entrepreneurship
involves the free and independent act of combining the
factors of production for the first time, which has not been
in the market previously. The motive of this endeavor is to
introduce social service to bring improvement in people’s
lives [22; 21]. With its dynamism in the process, social
entrepreneurship, while bringing profit to the
entrepreneur, gives society new possibilities in the market
and in the society. Introduction of a new good or new
method of production, opening of new market, conquest
of new source of raw material and a new organization to
carry out the industry are the five important areas of
innovation [25; 22]. In a new way that improves people’s
lives, the process of social innovation combines the
factors of production [22]. In this process the
entrepreneur acts with high risk for increased results in
social value. If unsuccessful, the entrepreneur loses the
confidence of society but can be rewarded with
entrepreneurial profit if successful [22]. Economic
development can be the result of successful social
entrepreneurship by which equal rights, a better world,
peace, freedom, a more secure society for everyone and
technological, economic and social progress can be
possible.

Stability is the key indicator of a successful society.
Social entrepreneurship, to be successful, must act as
generator of socially-oriented economic development
needs systematic approach to integrate it with overall
economy of the country [14]. In the emergence of
business history, entrepreneurship played a formative
role. The Schumpeterian definition of entrepreneurship
has been typically employed by historical researchers,
which primarily focused on varying forms of innovative
activity and roles played by business, industry, and the
economy. Recent management scholarships primarily
focused on new firm formation [29]. Firms are necessary
instruments to carry out any venture by any entrepreneur.
Recommending for bridging the chasm between political
elite and marginalized citizens in the middle-east [7],
emphasizes the important role played by social
entrepreneurship. Social entrepreneurship is not only a
new coat of paint in an old building but it also changes the
foundation for better social transformation [7]. Social
entrepreneurship not only can act as change agent for a
particular society but it can boost the overall economy of
a country. For developing countries  social
entrepreneurship is vital for new innovation in the market
and creating new job opportunities, poverty alleviation
and enhancing social investment and to unlock economic
inclusion and growth [13]. Promoting entrepreneurship
puts emphasis on promoting the young population in
entrepreneurship. There should be a very coherent
political, economic and social system. All of the aspects of
the society should be friendly to entrepreneur’s young
generation. The only need is we must build the widest
possible financial and institutional arrangement [8]. This

initiation can make the society conducive to the
emergence of social entrepreneurs. Entrepreneurship in
the early days was taken as phenomenon of interest for
economists only. Entrepreneurship shall be seen with
differing views for its better understanding, because it is a
multifaceted phenomenon which cannot be interpreted
from the view point of a single thought or branch of
science [6]. Entrepreneurships shall be seen in totality of
the economic and social context. Social entrepreneurs are
unsalaried people managing the production function.
They will be remunerated by entrepreneurial profit only
when successful [23]. In a socialist, wage-earner, value-
based society, wage earners are forced to be the
borrower, but social entrepreneurship not only promotes
democratic and economic development but shifts the role
of wage earner from a mere borrower to becoming a
lender [21]. This will ensure that the society is better place
for all to live.

Different theories of profits have evolved over the
time of economic history. The main theories of profit have
been The Contemporary Theory of Profit, Profit due to
Monopoly of Friction, Profit due to Technology and
Innovation and Managerial Efficiency theory. These
theories are complementary to each other and not
mutually exclusive [4]. However, consensus among
economists about the nature of profit and its origin could
not be found. As a result of this, various theories
pertaining to profit have emerged. Few of such theories
are Walker’s Theory of Profit, Clark’s Dynamic Theory of
Profit, Hawley’s Risk Theory of Profit, Knight’s Theory of
Profit and Schumpeter’s Theory of Profit. Monopoly
Power as source of profit is dealt with separately [5].

Simply put, an entrepreneur is a person who carries a
venture to accumulate something more in his capital,
which has been termed as profit. Social entrepreneurs are
primarily involved in revolutionizing the development of
new invention to replace an old product or service
delivery in a new way. They are managing the production
function and will be remunerated by entrepreneurial
profit only when successful.

In this globalization era, complex collective problems,
which emerge to affect various dimension of local context,
cannot be solved by planning and incentives only. A social
entrepreneur is a person who recognizes the economic
and social problem, uses the approaches, methods and
principles, and establishes a venture. Sectorial
demarcation like private, public and community is be
blurred. These fundamental features of social
entrepreneurs really make them the change makers.
Social entrepreneurs target unjust and unsustainable
systems and transfer them into entirely new, superior and
sustainable forms [20]. Social entrepreneurs can
revolutionize the economic and social transformation
process.

The traditional water mill still being used in many parts
of rural Nepal is an example of Nepal’s indigenous
technology. Traditionally developed and used for grinding
the food grains, mills now have been developed to
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generate electric power as well with required
modification. A video from the internet [31] depicts a
good example.

Another example is from twin researchers Ram-
Laxman Rimal who now manage a company involved in
promoting new and innovative technology in Nepal. They
have fifty inventions with patents of five of total
innovations. Their innovations include the water pump,
wireless community siren system, electronic voting
machine, GPS Nepal applications, automatic door access
systems, and many more.

The most known contemporary social entrepreneur
from Nepal, Dr. Mahabir Pun, is now running an institution
named National Innovation Centre (NIC). Dr. Pun, a
Ramon Magsaysay Award winner, has been working in
Nepal leading the newly established NIC. He is a popular
innovator and social entrepreneur of Nepali society. His
innovative idea of educating children in rural Nepal with
the use of wireless networks has significantly contributed
to rural school education [10]. Among the important
innovations achieved by him and his institution include
the Sabji Kothi (low cost portable vegetable storage),
Alternative Protein (alternative animal protein for
poultry), Medical Drone (a drone developed by him and
his colleague Nepali Engineers for transporting medicine
to rural areas of Nepal without access of transport
facilities) and Baby Incubator (an incubator to save
premature babies in rural Nepal). The vision and mission
statement of the institutions mentioned making Nepal
prosperous through research, innovation and technology
and to provide a platform for innovation [17].

The growth of enterprises in Nepal is slow and the
enterprises are sick or closed due to various reasons [2].
Although supporting every entrepreneur from the side of
the state may be important from the perspectives of
modern economic development, analyzing with a
Schumpeterian point of view the social entrepreneur is
crucial.

Conclusion. A review of economic history, various
empirical analyses, and the work and views of
contemporary economists indicate the authoritarianism
regime has played a positive role neither in securing high
economic growth nor in achieving overall economic
development.

Economic growth as indicated by GDP alone is not a
sign of economic development. Economic development
shall be reflected in the total situation of the society,
where everybody has the opportunity to develop and all
have a good life.

Innovation is the independent action of social
entrepreneurs. Even in a situation where the state itself is
not innovation friendly, social entrepreneurs, whose main
objective is to find out something for the public benefit,
keep going. However, the pace of the real development
may be faster if the state’s economic policy is integrated
with scientific policy encompassing innovation promotion
policy. Recognizing the role of the state, we should bear in
mind that economic development is not to be seen with a
mere emphasis on the emerging or preceding economic
status but as a mirror of total situation of the society.
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