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Transitions within
the Ecosystem
of Change
Willie Cheng

The ecosystem paradigm provides a framework to understand and influence the
forces of change facing the nonprofit sector. In this extract from the forthcoming book,
“The World That Changes The World: How philanthropy, entrepreneurship and
innovation are transforming the social ecosystem,” Willie Cheng describes the social
ecosystem framework, its change enablers and macro-trends.

We live in an age of transition.
The big transition, which has been playing out for
decades, has been the move to a global knowledge
economy. Momentous events have rippled alongside
this shift: the fall of communism, the rise of
capitalism and the growth of civil society. In turn,
smaller transitions such as changes in a currency’s
value and society’s values may be felt more
immediately in our daily lives. Yet, in many ways,
all these smaller waves of change are really part of
the larger ones.

To place these transitions in context, it is useful to
have a framework to anchor ourselves, to be able to
understand the forces of change and to determine
how we can respond to them.
One such useful framework is derived from biology.
Framed by the study of living organisms, the term
“ecosystem” describes a self-sustaining community
of inter-dependent organisms interacting with one
another in their local environment. The beauty of
the ecosystem paradigm is the way it applies systems
thinking to a complex environment.
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At the core of the social ecosystem are the social purpose entities that seek to positively
impact their beneficiaries and the capacity builders that facilitate the missions of these
social purpose entities.

For our purposes, an ecosystem is defined as a
system whose members benefit from one another’s
participation via symbiotic relationships. And just as
systems can comprise sub-systems, an ecosystem can
comprise sub-ecosystems which interact with, and
benefit, each other. Thus, the ecosystem of a country
is composed of three interdependent sub-ecosystems:
the enterprise ecosystem (the private sector), the state
ecosystem (the public sector) and the social ecosystem
(the people sector).
In a sense, the social ecosystem has a unique role
relative to the other two: Its function is to fill the
gaps and pick up the pieces left behind through the

misdeeds or negligence of the state and enterprise
ecosystems. It is indeed, the ecosystem of change
- change to a better society and change for a
better world.
The Social Ecosystem
By applying an ecosystem approach to the social
sector, we obtain a holistic and integrated perspective
of how the different players can and should interact
with one another to create a more effective sector and
a better world.
Below is a picture of what the social ecosystem and
its players might look like:
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At the core of the social ecosystem are the social
purpose entities that seek to positively impact their
beneficiaries and the capacity builders that facilitate
the missions of these social purpose entities.
Social purpose entities describe the organisations and
individuals who seek to change society for the better.
The organisations go by labels such as nonprofit
organisation (NPO), nongovernmental organisation
(NGO) and civil society organisation (CSO) which
are used quite interchangeably.1 CSOs that qualify
for tax-benefit status are called charities.2 Social
enterprises are a new form of hybrid social-business
organisations.3 Individuals working in the sector
include the social workers, activists and a new breed

of heroes called social entrepreneurs. In essence, social
entrepreneurs effect systemic, large scale social change
through innovative approaches.
Capacity builders, as the name suggests, are the
intermediaries that help build the capacity of the
social sector. Intermediaries are needed in any
marketplace although their form differs in each
market. For the social sector, there are the watchers
who provide analysis and monitoring of the
performance of the CSOs; the promoters who seek
to grow and develop CSOs and the sector; the service
providers4 who provide the myriad services that CSOs
need to function; and the grantmakers who aggregate
donations and make grants to the CSOs.
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The prevailing culture of the social ecosystem is based on the notion of “doing good.” With
the focus on helping others and improving society, good feelings often result for all the
participants in this common mission. Flowing from this feel-good notion of doing good
are practices and values that have come to be associated with the relative shortcomings
of the social sector, when compared to the other two sectors.
Around the core players are the community
(individuals and corporations who volunteer their
time and expertise and donate money), the media
and the government who collectively provide the
resources, support and scrutiny to ensure that the core
players function as intended. The government plays
multiple roles in the ecosystem: as regulator, funder,
promoter and player.
Change in the Ecosystem
The diagram of the social ecosystem shows neat
and well-circumscribed compartments housing
the different players of the ecosystem. A more
representative depiction would have been an animated
video that shows the dynamism of interactions as
players push and influence each other within each
component and across components of the ecosystem.
Indeed, the shape and the nature of the ecosystem
continue to morph even as we discuss it.
That “change is the only constant” is a truism of our
age. But what is also increasingly recognised in today’s
world is that the speed of change is accelerating.
So it has been with the transitions which the social
ecosystem and its players are experiencing.
Several key factors have enabled and driven these
changes in the social sector in the last two decades:
- Culture
- Leadership
- Technology
- Social Finance
The prevailing culture of the social ecosystem is based
on the notion of “doing good.” With the focus on
helping others and improving society, good feelings
often result for all the participants in this common
mission. Flowing from this feel-good notion of doing
good are practices and values that have come to be
associated with the relative shortcomings of the social
sector, when compared to the other two sectors.
These include, for example, a penchant for
hand-outs, a lack of accountability and a lack of pace
and drive.
The importance of culture from a change perspective is
its impact on the nuances of the participants’ behaviour.
In most human endeavours and organisations, culture
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often accounts for a strong resistance to change.
Such resistance may perhaps be less so for CSOs
because the social sector is about change and is less
bogged down by monolithic organisations and rigid
practices. In recent years, noticeable changes have
seeped into some of the social sector’s cultural traits:
There has been a push for less donor dependence,
greater accountability and higher performance on
the part of social organisations.
Strong leaders can drive the cultural and other
changes needed. In his studies on enduring “great”
organisations, Jim Collins concludes that the best
possible impact on organisations and society is
achieved by having enough “of the right people on
the bus, especially the right bus drivers.”5
The last few years has seen a debate on whether
there are enough bus drivers, or what is known as
the “leadership deficit” of the social sector. A 2006
report by the Bridgespan Group identified the need
for some 640,000 new senior managers for the US
nonprofit sector, an increase of 2.4 times the current
pool, within a decade.6 This led Collins to conclude
that the number one constraint to the effective growth
of the nonprofit sector will be the ability to attract,
retain and develop enough of the right leaders.7
Solutions to the leadership deficit have been
proposed and worked on. These include increasing
capacity and capability through new sourcing models
(e.g. idealistic youths and sector-shifters),
understanding and catering to generational shifts
and providing educational and developmental support
to nonprofit leaders.8 What is significant is that the
forces of globalisation, innovation and technology
are allowing for much greater leverage than before for
social change. And many leaders are emerging from
within, as well as from the fringe of the social sector
to respond to these leveraged opportunities to create
transformational social change.
To d a y, t e c h n o l o g y i s p ro b a b l y t h e m o s t
powerful driver of change, especially disruptive
transformational change; but while the social world
has benefited from the use of technology, it has
generally lagged behind in its adoption compared to
the other sectors.
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Four clusters of technology have the greatest
potential to transform the social world in the
future: environmental technologies, in particular,
clean energy (solar power, wind power and hydro
power) and clean water; health and medical
technologies which have significantly improved
mortality rates and the quality of human living;
robotics which help the disabled and aged to function
at an optimal level of physical, mental and social
well being; and “infocomm” technologies – the
combination of computing, information technology
and communication technologies – which have
enabled the information age and an interconnected
globalised world.
Unfortunately, technology also has its ugly side,
and can create social injustices even as it fixes
them. At the end of the day, technology is but a
tool that must be properly harnessed for the social
good. To maximise its value, the application of
technology must be integrated with considerations
of organisational strategy, the operational process and
people management.
Finance remains a critical resource for CSOs even
if they generally make do with as little as they
can. Traditionally, their financing needs have been
provided through a mix of “free” money by way of
donations, grants and sponsorship, revenue from
the provision of products and commercial loans
where possible and appropriate. In recent years, new
creative ways and vehicles have emerged to fund and
even to seek the financial sustainability of CSOs and
their ventures.
Many of these new financial options – such as
programme related investments, social bonds and
quasi-equity – are a combination of grants, debt
and equity instruments, adapted from the financial
industry but offered at near or below market rates.
To assure financial sustainability and in some cases,
to provide employment to their beneficiaries, CSOs
have also set up businesses. These social enterprises
will have more financial options for their capital
and operating needs as they generate revenue
and thus allow capital to be returned to lenders
and investors.
On the horizon are several financial innovations
that will further transform the social finance field
and the social sector. There are several initiatives
around the world to set up social stock exchanges –
pioneered in Brazil – and which can lead to secondary
social markets.9 Technology-enabled platforms for
aggregated giving such as KIVA10 and the aggregation

of long term, growth capital by the likes of the Edna
McConnel Clark Foundation will increase the level
of philanthropic resources.11 Socially responsible
investing and impact investment products have
transitioned from being of interest to only a select
few, into the mainstream. Investors and investees
are coming under pressure to account for their work
and new performance metrics are being developed
to ensure this.
As the forces of culture, leadership, technology and
finance impact the different players of the social
ecosystem, the players impact each other as well.
Collectively, this has amounted to a much larger
transition: the transformation of the social ecosystem.
Lester Salamon calls it a “veritable global associational
revolution,”12 John Elkington talks of an emerging
“new economic order,” 13 and Bill Drayton sees
the citizen sector as “the most vital, fast-growing
sector because it’s become entrepreneurial and
competitive.”14
Taken together, these shifts suggest three macro-trends
for the social ecosystem as a whole:
- The rise of global civil society and its attendant
issues
- The acceleration of social change through
innovation
- The fusion of ideas, models and practices of the
social and private sectors.
Global Civil Society
Civil society is on the rise globally. There is widespread
agreement on this point even though there is not
a great deal of clarity about how big civil society
has become.
The Johns Hopkins Comparative Nonprofit Sector
Project which looks at the scale of nonprofit activity
across the world, shows an aggregated US$1.9 trillion
in annual operating expenditure, 48.4 million full
time equivalent jobs and about 4.6 percent of the
economically active population for the nonprofit
sectors in 40 countries.15 In relative terms, the study
indicated that if the nonprofit sector were a country,
it would be the fifth largest in the world. It also found
that the average annual growth of the nonprofit sector
was nearly double the growth of the total economies
of five major countries.
Estimates of the total number of CSOs worldwide
range from 3 million to 10 million.16 Most operate
within national borders. However, increasing numbers
are operating across borders. The likes of Médecins
Sans Frontières, Oxfam and World Wildlife Fund
have made their mark and are growing in strength
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Transnationals have often been the targets of international CSO activity. Campaigning
against Nike sweatshops, Pepsico’s venture in militar y-controlled Myanmar
and Nestle’s marketing of breast milk substitutes are examples of civil society
players taking on power ful cor porate conglomerates and forcing changes to
their business decisions which the CSOs consider detrimental to society at large.
There are also CSOs such as CorpWatch that investigate and expose corporate
violations of human rights, environmental damage, fraud and corruption around
the world.

and influence globally.17 The Union of International
Associations (UIA) has more than 21,400 active
international CSOs in its register, up from 15,100
a decade earlier.18
CSOs worldwide are networking and working on
common agendas. The UIA reported over 11,000
international meetings held in over 250 countries in
2008.19 One of the most prominent meetings is the
World Social Forum, a rival convention to the annual
World Economic Forum in Davos.20 The World
Social Forum takes on different formats each year.
At its height, it drew more than 150,000 participants
from 135 countries involved in 2,500 activities.
Other global forums are also being established for
specific segments of the nonprofit world such as for
social entrepreneurship (World Skoll Forum), social
investments (Social Capital Markets) and volunteers
(International Association for Volunteer Effort World
Volunteer Conference).21
As global civil society grows in number and strength,
it is flexing its muscles. In 1998, global civil society
actors working in unison successfully killed the
Multilateral Agreement on Investment (MAI),
a draft agreement being negotiated by the
Organisation for Economic Co-operation and
Development countries. 22 The MAI ostensibly
sought to ensure a more systematic and uniform
approach between states on international investments.
However, CSOs argued that MAI would threaten
human rights, labour and environmental standards
and the least developed countries of the world.
As a result of intense lobbying, several countries
withdrew from the negotiations. The international
campaign was celebrated as the first-ever
successful mass-activism campaign to utilise the
internet to gather information and communicate
among activists.
Transnationals have often been the targets of
international CSO activity. Campaigning against
Nike sweatshops, Pepsico’s venture in militarycontrolled Myanmar and Nestle’s marketing of breast
milk substitutes are examples of civil society players
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taking on powerful corporate conglomerates and
forcing changes to their business decisions which
the CSOs consider detrimental to society at large.23
There are also CSOs such as CorpWatch that
investigate and expose corporate violations of human
rights, environmental damage, fraud and corruption
around the world.24
Notwithstanding its growing base and power to
improve the world, global civil society is not without
its own set of problems. It has always faced, and will
continue to face, the challenges of limited resources
and working against the status quo and vested
interests. It often finds itself having to depend on
governments and enterprises for funding and support
even as it seeks to change them.
What’s more, some of the issues that global civil
society are facing - the rich/poor divide, motivation
and accountability - are, ironically, the same issues
it champions against the state and enterprises in
society at large.
The much talked about rich/poor divide also besets
the CSO world. International CSOs a re
overwhelmingly concentrated in the developed
world, exercising their power on local CSOs and the
developing world. Indeed, international CSOs from
the developed world have been variously accused
of compensating themselves well with aid funds,
poaching talent from the developing countries
and serving the “imperialistic agendas” of the
developed world.25
The motivation for civil society should be generosity
and altruism. Charity scandals and cases of CSO
misconduct have led to the questioning of their values
and agendas. Added to this, we have businesses and
governments that seek to impose their values and
approaches on the CSOs.26
While civil society has been vociferous in its push
for accountability by governments and companies,
it has, in turn, been accused of not practising
what it preaches. The generally smaller size and
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voluntary nature of CSOs and their work often
means less structure, organisation and discipline
compared to governments and companies. Questions
have arisen over the effectiveness, transparency
and value of their work.27 In recent years, voices of
concern on CSO accountability have become louder.
In 2004, for example, NGOWatch was established
to highlight “issues of transparency and accountability
in the operations of CSOs and international
organisations.” 28 In a sense, NGOWatch mocks
the “watch-style” NGOs that merely monitor the
actions of corporations and governments.29
Social Innovation
Innovation can accelerate change. It has been the
driving force behind much of the changes we see in
today’s world. Its power to scale change is such that
many businesses and governments have pursued
innovation as a primary means of attaining their next
level of economic growth.
The social sector has also generated and implemented
many world changing “new ideas that meet unmet
social needs.”30 These include distance learning, fair
trade, citizen ecological movements, microfinance
and human rights advocacy.31
More significantly, social innovation has become
a mini-industry of sorts within the social sector.
Organisations such as the Young Foundation32 and
the Lien Centre for Social Innovation are dedicated to
fostering the cause of social innovation. The industry
is nascent but vibrant with players coming together
in networks. The Social Innovation Exchange fosters
mutual learning alongside joint initiatives such as
a Global Academy for Social Innovation.33 As the
industry develops, we are also seeing the creation of
dedicated social innovation incubators which provide
funding, mentoring and hands-on implementation

support for new ideas. Also emerging are “social
Silicon Valleys” where related institutions involved
in social innovation are co-located.34
The interest created by the social innovation
industry has led governments and grantmakers to
provide large scale funding and to create initiatives
and programmes that contribute to the industry
and foster social innovations. Innovation tends to
occur at the intersection of disciplines and sectors.
The participation of the private and public sectors in
social innovation will see the development of more
as well as better ideas for social change. Systemic
change – the ultimate goal of social innovation –
is usually also dependent on collaboration and
changes in all sectors of the economy.
Thus, inasmuch as social innovation is about
accelerating social change, these developments in
the social innovation industry and increasing cross
sector collaborations are leading to the acceleration of
social innovation. In other words, what we are
seeing is the acceleration of the accelerator of
social change.
Fusion
The three interdependent sectors of the economy –
the public, the private and the people – have
traditionally coexisted but functioned quite separately,
each with its own purpose, basis and culture. Of late,
the three sectors have become increasingly fused,
particularly between the social and private sectors.
This fusion takes place at several levels.
At a basic level, it takes the form of the copying and
adaptation of ideas, models and practices, primarily
from the corporate world to the nonprofit world.
Since the dawn of foundations and professional
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The highest level of fusion can be achieved by the integration of the social and market
economies. A key focus of the social economy has been the poor and needy at the
“bottom of the pyramid” (BOP).This group represents, in global terms, nearly three
billion people who survive on less than US$ 2 per day. Yet, this socio-economic group
has largely been ignored by big businesses because it is perceived to not be able to
afford even the basic necessities and has to depend on handouts from governments
and donors.

grantmaking, CSOs have been increasingly
become more attuned to the need for transparency,
accountability and measurable outcomes.
In recent years, successful businessmen-turnedphilanthropists such as Bill Gates, Jeff Skolls and
Mario Morino have pushed the envelope on the use of
business and market approaches in the social world.35
The term “philanthrocapitalism” first coined by
author Matthew Bishop to describe this phenomenon,
loosely covers a gamut of models and approaches
including social enterprises and venture philanthropy.36
Venture philanthropy seeks to apply venture capital
tools and approaches to CSOs. The new forms
of social finance covered earlier in this article
are also being pushed by these neo-philanthropists.
Perhaps a more subtle aspect of this sector fusion is the
cross-pollination of thinking that is seeping into and
slowly altering the cultures of the social and market
economies. Certainly, it is accepted that the social
economy is not always efficient and that the adoption of
business principles will lead to increased accountability
and reduce waste. It is also recognised that a modicum
of enlightened self-interest can create the incentive
structures needed to increase the sector’s performance.
For the market economy, the campaigning by social
activists for compassion for the poor, the disadvantaged
and the environment, has found increasing resonance.
A new and growing demographic of the consumer
market has been identified as LOHAS (Lifestyles
of Health and Sustainability) customers. Even as
businesses debate the basis and merits of corporate
social responsibility (CSR), its rate of acceptance and
uptake is growing. The financial crisis of late 2008
has increased the willingness of corporate leaders to
do well by doing good. Hopefully, the reflections
and reforms following the crisis will help corporate
leaders understand that their long term interests
lie in a balanced, enlightened approach towards
all stakeholders. In turn, capitalism is reshaped,
and for the better.
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A report by Volans37 concludes that the paradigm
shift towards a more equitable and sustainable future
is already underway in the larger world. It highlights
that a new generation of innovators, entrepreneurs
and investors is accelerating the changes for delivering
scalable sustainable solutions to the world. The report
identifies 50 pioneers of this “Phoenix Economy,”
a mix that includes not only outstanding social purpose
organisations, but also mainstream commercial
companies and even government bodies. More
significantly, the report collates a set of concerted
actions that governments, business leaders and
educators can take to rapidly achieve this “new
economic order.”
The highest level of fusion can be achieved by the
integration of the social and market economies.
A key focus of the social economy has been the poor
and needy at the “bottom of the pyramid” (BOP).38
This group represents, in global terms, about 2.7
billion people who survive on less than US$2 per
day.39 Yet, this socio-economic group has largely been
ignored by big businesses because it is perceived to not
be able to afford even the basic necessities and has to
depend on handouts from governments and donors.
However, microfinance, pioneered by Grameen
Bank in the late 70s, has shown that adapting the
right business model for BOP customers can, in fact,
make serving the poor a viable business.40 Today,
microfinance is a vibrant industry that economically
empowers many in the developing world who would
otherwise have been excluded from mainstream
financial services. The model is now even being
adapted for developed countries.41
In the past few years, a growing group of academics,
market practitioners and social entrepreneurs has
actively pursued “inclusive capitalism” whereby
organisations sell goods and services to low-income
people while embracing poverty alleviation strategies
to improve their nutrition, health care, education,
employment or environment.42 Muhammad Yunus
of Grameen Bank, for example, has created a joint-
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venture social enterprise with the multibillion-dollar
commercial yoghurt maker, Groupe Danone. 43
The mission of Grameen Danone Foods is to bring
affordable nutrition to malnourished children in
Bangladesh using fortified yoghurt.
Ashoka: Innovators for the Public, the world’s largest
global community of social entrepreneurs, is taking
a proactive and scaled approach to similar socialbusiness opportunities. Its Hybrid Value Chain
model leverages the Ashoka network to bring together
players from both sectors to collaborate in creating
new products as well as new industries that can serve
low-income populations at an unprecedented
scale.44 For example, Ashoka brokered a commercial
partnership between Amanco, a leading multinational
water system company and two of its Ashoka Fellows
who work with small farmers in Mexico. The 35
million smallholder farmers in Mexico earn less
than US$2 per day, but they can double or triple
their income with irrigation technology. Before
Ashoka came onto the scene, only twelve percent of
agricultural land was irrigated. Amanco reengineered
its products and business model to produce affordable
irrigation technology to create a new and profitable
market for itself. The CSOs involved were the key
market enablers who promoted and mobilised the

farmers. They earned a commission on sales that
covered their operational expenses while helping to
advance the CSOs’ social programmes.45
Forward the Ecosystem of Change
In summary, the social ecosystem framework can be
a useful tool to shape the changes in the social sector.
Only by first understanding the players, the change
enablers and the trends in the social ecosystem, and
then influencing the role, motivations and behaviour
of the different players, can policy makers, sector
leaders and indeed all of us, seek to move this
ecosystem forward.
As noted earlier, the social ecosystem is uniquely
positioned as the catalyst of change for the state
and enterprise ecosystems. Its role is to change the
wider world for the well being of all living on
this planet.
Yet, even as players in the social ecosystem seek to
change the larger world, they must realise that they
need to cope with the change drivers and trends
occurring in their own sector. In other words,
the ecosystem of change has to change itself for the
better – at the same time as it goes about its mission
of changing the rest of the world.
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