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Social Innovation and Earned Income — Antecedentsnal

Outcomes of the Institutional Logics in Hybrid Socal Enterprises

Abstract: This paper discusses two organizational logicclvhiave been proposed as
being symptomatic for hybrid social enterpriseD®es and Anderson (2006): a social
innovation logic which aims to transform sectorgabgpagating more effective solutions,
and an earned income logic which prioritizes incdrom sold products and service over
grants and donations. Based on existing literatueeadvance a model in which we identify
four factors (a willingness to share knowledgekatmlder driven decision making, a use of
salaried employees, and dividend payments) thaligirdhe emergence of these logics in
social enterprises. Moreover, we propose that vesesecial enterprises adopting a social
innovation logic tend to go along with increasediglimpact ambitions, social enterprises
with earned income logic tend to favor the likalyéability of social enterprises. These
hypotheses are tested through a sample of 441 ermgexgcial entrepreneurs who are in the

process of starting a social venture and a secamghle of 245 managers at mature social
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enterprises. Results from the nascent social emerpample confirm all hypotheses.
Correlations are less strong for the mature secitdrprise sample and for three hypotheses

we could no longer deliver significant results.

Keywords: social enterprise, social innovation, earned ineom
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INTRODUCTION

Over the past decades new types of organizationalsf have established themselves
between conventional for-profit companies and tradal non-profits organizations. They

are often referred to as social enterprises oritiydrganizations. There has been an increased
focus in entrepreneurship research on these neanaional phenomena (Dees, 2012;

Defourny & Nyssens, 2010; Drayton, 2002; Mair & Ma2006).

In its early phase, the field of social entrepresbip research has been dominated by
conceptual discussions (Mort, Weerawardena, & Gpen@003; Peredo & McLean, 2006) ,
practitioner based accounts (Bornstein, 2007; Leat#, 1997; Scofield, 2011), case studies
and research studies adopting qualitative appreagteckerts, 2010; Yunus, Moingeon, &
Lehmann-Ortega, 2010). There have been severaéptual papers on types of social
enterprises (Alter, 2007; Young & Lecy, 2013; Zal@adajlovic, Neubaum, & Shulman,
2009) schools of thought in social entrepreneurstsgarch (Dees & Anderson, 2006;
Defourny & Nyssens, 2010; Hoogendoorn, PenningEh&rik, 2009) and social enterprises
across countries (Borzaga & Defourny, 2001; DefguiNyssens, 2008; Kerlin, 2006,

2009, 2012)

Far from being homogeneous, social enterprises ¢omdewildering array of
configurations. This paper aims to study theseatians and develop instruments that allow a

better understanding of these configurations. Athbart of this paper lies the realization that
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social enterprises follow, to a larger or smalbdeat, differing institutional logics. The
concept of institutional logics is based on thdization that institutionalized belief systems
can influence both the cognition and behavior ghoizations and its actors (Dunn & Jones,

2010; Lok, 2010; Purdy & Gray, 2009).

Several authors have pointed at the role thattutigthal logics play in the formation and
management of hybrid social enterprises (Nich@d,0; Vurro, Dacin, & Perrini, 2010).

This paper aspires to provide empirical evidencéaandiffering institutional logics that are
particularly present in social enterprises. Thst s a social innovation logic that aims at
creating large scale societal change and the seas@rearned income logic that aims to
support social missions by creating revenue froodpets and services which are sold on the

open market.

Our intention is not only to allow scholars to stw@riations in social enterprise logics. We
also want to encourage more quantitative work idiggrthe antecedents and outcomes of
these logics. Hence our guiding research questieakwith the following two issues: What
are the factors predicting the prevalence of aas@mnovation logic and an earned income
logic respectively? What are the outcomes of thagies on the performance of social

enterprises?
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STRUCTURAL MODEL UNDERLYING HYPOTHESIS

Social entrepreneurship has emerged as a sigrifiiedeh of research (Mair and Marti 2006)
describing hybrid organizations that aim for sodiapact while borrowing tools and
strategies from traditional for-profit firms. As search on these hybrid forms has
accumulated (Battilana & Dorado, 2010; A Evers,208aigh & Hoffman, 2012; Hockerts,
2015) it has also become obvious that far fromdpbimmogeneous social enterprises differ in
many ways. Adopting a very restrictive definitidretefore implies that one would miss out
on a considerable number of potentially relevanganizations. Attempts at more
encompassing definitions will result in a groupoofanizations having high variations along
a number of organizational variables. Realizing thgpractice the term social enterprise is
used very widely this paper adopts the second approrhrough this we attempt to shed
light on the variations among the kind of orgarnias that are referred to as social

enterprises by different actors.

In line with our research objective, we define abenterprises as social mission driven
organizations in which the attainment of the soclgkctive is the primary motive for
existence and operation. Moreover, we postulateithorder to be counted as a social
enterprise, such organizations have to follow eithsocial innovation logic, an earned

income logic, or both logics.

The differentiation between these two logics hest fieen proposed by Dees and Anderson

(2006) in their seminal paper on the theoreticatsmf social entrepreneurship where they
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identify two schools of thought. We follow their @pach by differentiating two logics
employed by social enterprises. While some hybrghoizations may in effect employ both
logics we also realize that there are social entap in which only one of the two logics is
present. This heterogeneity of logics employedoiriad enterprises raises the question which
factors predict the emergence of asocial innovakigic, an earned income logic, or both
logics. Drawing on the work of Defourny and Nyss€B808) this paper identifies four
factors predicting the emergence of social innavaéind earned income logics. The next two
sections will develop testable hypotheses. Thedtliction will then study how social
innovation and earned income logic impact two omneovariables, namely social impact
perception and perceived ease of funding. Figugivés an overview of the hypotheses

presented along the structural model that we asgntting.

INSERT FIGURE 1 ABOUT HERE

Social Innovation Logic

Often the social innovation logic is referred td‘@sange making” (Bornstein, 2007;
Drayton, 2002) rationale. In defining social innbwa many authors refer to novel
combinations of existing components in order t@atzesocial impact (Mulgan, Tucker, Ali,

& Sanders, 2007; Nicholls & Murdoch, 2011). Howeveere newness is in itself not a
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sufficient condition for defining the social inndian logic. At its heart lies a Schumpeterian
view of entrepreneurship (Schumpeter, 1934; SBavenkataraman, 2000). We therefore
follow Hockerts’ (Hockerts, 2007, 2010) definitioh social innovation as the creation of
market and non-market disequilibria through thealery of opportunities to generate social

impact.

As Schumpeter (1934) points out the entreprenepradlts generated by innovation tend to
be transient. Competitors are likely to emulateitim@vation strategy of a successful
entrepreneurial venture, thereby competing awagftieepreneurial profit. At that point
most entrepreneurial enterprises become merelymaphg firms” (Schumpeter, 1934:133)
unless they can identify a new entrepreneurial dppdy and exploit it. The same process
happens in social enterprises driven primarily speial innovation logic. However, rather

than trying to avoid this outcome social innovatactually want others to copy them.

The archetypical example of entrepreneurs adojtisgcial innovation logic are Ashoka
fellows (Bornstein, 1998; Meyskens, Robb-Post, $taGarsrud, & Reynolds, 2010). They
are primarily change makers and catalytic innowa(dChristensen, Baumann, Ruggles, &
Sadtler, 2006). Just as with traditional for-praifihovators, the disequilibria created by social
innovators (such as the Ashoka fellows) are nanpeent. As their activities are observed
by market and non-market players the successfakidésocial enterprises will be emulated.
This can have two transformative consequences (@ttgk2010). On the one hand non-
market players (i.e. charities, NGOs, governmeauts)ikely to mimic behavior of the social

venture aiming to improve their social impact. @a bther hand, for-profit firms will attempt
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to capture part of the economic rent created bydtuogal venture. In adopting certain
practices of the social venture both market andmarket players propagate the innovation

and increase the social impact generated.

Based on a careful reading of the extant sociaepreneurship literature, two variables
emerge that can be expected to predict the exdemhich social enterprises follow a social
innovation logic. In the following these two variab (a willingness to share knowledge

freely and stakeholder-driven decision making) Wwéldiscussed in more detail.

Willingness to Share Knowledge Freely

A first factor predicting the degree to which aiabenterprise adopts a social innovation
logic is the extent to which it purposefully emb#a@nd supports the imitation of its
approach by peers in the sector (Chesbrough, ZD@6Gstensen et al., 2006; Drayton, 2006;
Meyskens et al., 2010). In other words, to whatéeglo social enterprises want market and
non-market competitors to adopt their innovativeas? Social enterprises following a social
innovation logic will often profess to a desirepoitting themselves out of business by
transforming the market and non-market environmtrag operate in until their innovation
has become the quasi standard. It can thus betexiat social enterprises subscribing to a
social innovation logic are more likely to makeitheowledge free available to its peers and
even competitors. They are less likely to worrthiir ideas are being copied and replicated

by others. This leads to the following hypothesis:
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Hypothesis 1a: There is a positive link between@as enterprise’s willingness

to share knowledge freely and its likelihood to @tde social innovation logic.

Stakeholder-driven Decision Making

Drawing on the work by Defourny and Nyssens (Defigus: Nyssens, 2008, 2010), a
second important factor emerges that can be exppéziee associated with social enterprises.
They posit that “democratic control and a parttgey involvement of stakeholders in

decision making” (Defourny & Nyssens, 2010) refleatial enterprise practice.

Yunus et. al (2010) stress the importance of stalklein involvement during the early
development process of a social enterprise. Ttasénclude individuals who benefit from
the social mission of the organization, employddt® organization and investors in the
organization (Low, 2006). Stakeholder involvemerparticularly strong among cooperative
societies and organizations comprising social esgnio Europe (Defourny & Nyssens,
2008; Adalbert Evers & Laville, 2004). This compaohis characterized by a participatory
nature in daily operation and decision making efdhganization. It comprises the
democratic nature by which various stakeholdergjasen a voice in the decision making
process and the autonomous nature by which desisiamade independent of involvement
of external private or public bodies. Democraticid®n making has been emphasized in the
social entrepreneurship approach of Europeanmdsgaoup EMES (Borzaga & Defourny,

2001; Defourny & Nyssens, 2010; Hoogendoorn e28I09) .
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Drawing on user-driven innovation (Baldwin, Hierer& von Hippel, 2006; Urban & von
Hippel, 1988; von Hippel, 2001) and open innovai{iGhesbrough, 2006) literature it can be
deduced that a participatory decision making apgraslikely to favor unexpected outcomes
and more radical innovation. Based on these réflestt can thus be expected that a

stakeholder-driven decision model is likely to Issaciated with a social innovation logic.

Hypothesis 1b: There is a positive link betweerdiggree to which a social
enterprise involves stakeholders in its decisiokingpand its likelihood to

adopt a social innovation logic.

Earned Income Logic

The earned income logic discussed in this pagerséo income generation and distribution
aspects in the social enterprise. Rather thannglyn charity or government grants to solve
social challenges, social enterprises have beaibded as using earned income strategies to
create revenue to run their operations (Robinsdfie8n, 2002). The earned income logic

can be described as a social enterprise’s proce§sesating products and services which are
traded on free markets (Young, 2013; Dees and Aote2006; Defourny and Nyssens, 2010
). The aim of the earned income logic is to provadslution to imperfect matches between
private resources and public needs (Froelich, 1B8@nkin, 2009). Traditionally, non-profit
and charity organizations have raised funds fromodoand government grants. However,
when the flow of such external income has beguiwimdle, these organizations have begun

to look for other sources of revenue to fund tgerations. Earned income strategies may
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also be preferable to time consuming processeppication and reporting required to

attract and retain grants and donations (Frumkig92 Skloot, 1983).

An earned income logic allows social enterpriselsedess dependent on donations and more
financially self-sustainable. Earned income geti@mngprocesses can be mission related as in
when social enterprises accept government contfactelivering social services or directly
charge beneficiaries or firms for services whicadu be free (Dees, 1998). Earned income
generation process can also be unrelated as in prioelncts and services are sold that have

no link to the social mission but purely to genenavenue (Kerlin, 2006).

In summing up the earned income logic helps theakeaterprise to remain independent
from the vagaries of both donations and voluntedri¢e also ensuring that any profit
generated is used exclusively to achieve the sotsdion. While social enterprises can
follow both a social innovation logic and an earimembme logic this is not a requirement.

Indeed there may social enterprises that are b@sedly one of these logics.

By reviewing extant literature we have identifiggbtfactors as predicting the likelihood that
social enterprises adopt an earned income perspettie first variable is the presence of
salaried employees and the second variable haswotd how any surplus generated by the

organizations is used.
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Use of Salaried Employees

Further drawing on the work by Defourny and Nysq@@8, 2010) , another relevant factor
for social enterprises is the use of paid salaa#dser than a purely volunteer-based
organization. When moving from volunteer structiorsalaried employees, social enterprises
tend to adopt more professional management toaart®s & Perimutter, 1991; Peterson,
1986; Young, 1982) . Ultimately such a professiaagion is also likely to support

innovation processes. We propose that social emgegithat remunerate their staff at salaries
approaching market rates rather than relying onntekers as staff (Defourny & Nyssens,
2010) are more likely to adopt an earned incomglollany traditional non-profits rely
largely on volunteer work (Defourny & Nyssens, 2DHowever, as social enterprises are
increasingly moving towards remunerated employrsentracts they are also more likely to

embrace earned income logic.

Hypothesis 2a: There is a positive link betweerdiggree to which a social
enterprise uses salaried employees and its likelihto adopt an earned income

logic.

Dividend Payments

Another variable on which social enterprises tendiffer is the degree to which surplus can
be used to pay dividends to investors. In tradéliamarities this option is excluded explicitly

by law. However, as part of his definition of sddasinesses Muhammad Yunus includes
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the possibility that dividends could be paid todstors who are also beneficiaries at the same
time (Yunus et al., 2010). For investors who arebemeficiaries, Yunus allows the

repayment of all capital paid in by investors, hoere without the option of dividends being
disbursed beyond that. He calls this a “no losdirmend model” (Yunus et al., 2010).

Going further, there are even social enterprisetrantions that allow investors to receive a

portion of profits generated as dividends.

Dividend payments are difficult to be argued fagamizations which rely largely on
donations and grants. Therefore, as social ensepare contemplating to pay dividends to
investors they are more likely to adopt earnednmeatrategies. Thus we propose that as
social enterprises espouse dividend paying, thewlao more likely to adopt earned income

logic.

Hypothesis 2b: There is a positive link betweerdiggree to which a social
enterprise allows dividend payments to investois igslikelihood to adopt

earned income logic.

Impact of Logics Employed

The third and last part of the model proposed im plaper refers to the impact that a social
innovation logic or an earned income logic has enmain outcome variables. In particular we

will look at the link between a social innovatiagic and a social enterprise’s self-perception
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about social impact as well as the link betweeeramned income logic and general

perception about ease of attracting funding.

Self-Perceived Social Impact

Social innovation driven enterprises want to raltijiaghange the sector they work in.
Accordingly it can be expected that they are mikedy to reach a higher social impact. A
key problem with this measure is that to date taad enterprise sector does not have
reliable data on social impact. One of the holylgmaf social entrepreneurship research is the
measurement of social impact. Ideally researchard o be able to quantify the outputs,
outcomes, and the actual impact of a social engergractivities (Emerson & Cabaj, 2000).
Moreover, attempts have been made to make impantparable across organizations by
monetizing them through tools such as the SocitfReon Investment (SROI) (Nicholls,
Lawlor, Neitzert, & Goodspeed, 2009). However, ordyy few social enterprises have
engaged in substantive measurement efforts s@ifactically speaking it is therefore
unfortunately not possible to measure social impagbdss organizations with any amount of
accuracy. In addition, the majority of social epteses are still relatively young which makes

the accurate measurement of their long term sougéct even more difficult.

The need to appraise organizational peformandeeimbsense of objective measures is not
new to management scholars. In their study of pelyeheld firms and conglomerate
business units, Dess & Robinson (1984) exploredjtiestion whether subjective

perceptions of senior management about a compaeyfermance can be valid proxies for
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its objective performance. They came to the commtuthat “Although the objective
measure(s) would be preferred, [our] finding suggydsat a researcher might consider using
a subjective perceptual measure of at least twecasf organizational performance (return
on assets and growth in sales) under two speafiditions: (1) accurate objective measures
are unavailable, and (2) the alternative is to nertbe consideration of performance from

the research design.” (Dess & Robinson, 1984).

Following this guidance we include the self-perg@ptmanagers have about the social
impact of their organizations as a variable in gtudy. Drawing on this measure we propose
that social enterprises following a social innowvatiogic are more likely to self-report that

they have a higher social impact than their peers.

Hypothesis 3a: There is a positive link between@as enterprise’s degree of
adopting a social innovation logic and its likelibto self-report above

average social impact.

Perceived Ease of Access to Funding

Next to social impact there is a second outcomialke that is of interest to managers of
social enterprises. It concerns the ease or diffiaf accessing funding from potential
investors. Increased ease of funding is likelyranmote growth and scaling up of social
ventures. Following the work of Emerson (Bugg-Le&vé Emerson, 2011; Emerson, Dees,

Letts, & Skloot, 1999), we identify two drivers @ase of fundability.
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Firstly, we propose that social enterprises adgpdim earned income model will find it easier
to access funding since increased resource fléyibileans that they are more likely to

achieve financial self-sufficiency (Adams & Perltauf 1991; Froelich, 1999).
Accordingly, we propose the following hypothesis:

Hypothesis 3b: There is a positive link between@as enterprise’s degree of

adopting an earned income logic and its perceiveskeof accessing funding.

A second factor driving the decision of investarghgage with a social enterprise is the
expected social return they can expect on thegstiaent (Emerson & Cabaj, 2000). In other
words, so called “impact investors” (Bugg-Levinee@nerson, 2011) are more likely to

engage social enterprises that they expect to gemove average social impact.

Hypothesis 3c: There is a positive link between@as enterprise’s self-

reported social impact and its perceived ease oéasing funding.

METHODS

Sample

Given the ambition of this paper to take a brodthd®n of social enterprises, we have
decided to include two different samples of resgmtsl A first sample is made up of nascent

social entrepreneurs from 83 countries particiggitna massive open online course
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(MOOC). This initial study was then replicated withta from 245 mature social enterprises

from six European countries.

In our first study we used a sample of 3145 nassecitl entrepreneurs enrolled in a massive
open online course (MOOC) to develop a businegsfplatheir emerging social enterprise.
After the enroliment, the participants were senbaline survey questionnaire. For this study
out of the student sample of 3145, we have usgbnses from 441 participants wanting to

start a social enterprise for our analysis.

In the second study, our sample included survgyoreses from managers working at mature
social enterprises. In order to achieve a reasgnalye dataset we have carried out a search
for social enterprises in three regions: the Ul§, ltetherlands, and Scandinavia. To identify
potential respondents we have drawn on publicaliable lists of social enterprises such as
the public membership directories of organizaisnch as Social Enterprise UK, the UK
Social Enterprise Mark, the UK Social Enterprisevidik, Social Enterprise NL, SOFISAM
in Sweden, and the Social Enterprise Mark in Fidland legally identified work integration
social enterprises (WISE ) in Finland( termed asi&alinen yritys’). Moreover we have
carried out online searches to identify organizegiovhich either self-identify as social
enterprises or which have been identified as syabthers. In addition to the term ‘social
enterprise’, the search terms used included sbagihess, social economy, social
innovation, as well as the Danish term “socialgkaorsik virksomhed” (which literally
translates as social economic business), the Skvetis “socialt féretag” (translates as

social enterprise), and the Finnish terms “yhtamstallinen yritys” and ‘sosiaalinen yritys’
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(translates as ‘societal company/enterprise’),taedNorwegian term ‘social virksomhet’

(social enterprise).

This process has resulted in a database of 186&l snterprises (645 in the UK, 223 in the
Netherlands, 400 in Denmark, 308 in Sweden, 238nfand, and 32 in Norway). We sent
the online survey to the email address of a kegqrarel in these social enterprises through
survey monkey. In total we have obtained 277 reses translating into a 17.8% response
rate. From this group, we deleted10 respondentshwiive responded “unsure” or
“disagree” to the question whether they considenmtbelves to be a social enterprise.
Moreover, 22 responses were discarded due to rgigsita. Eventually we have obtained
245 usable responses. The survey respondents @aciddirectors , 61 CEOs, 32 Founders,
17 senior managers,12 owners, 7 board membersaothér personnel of the social

enterprises concerned.

Measures

Since the research of developing logics for scadérprises is very much in the exploratory
stage, we have developed our measurement iteng esisting social entrepreneurship
literature. We have been particularly inspired bgial entrepreneurship parameters
suggested by scholars belonging to European sexiedpreneurship research group EMES
(Borzaga & Defourny, 2001; Defourny & Nyssens, 200&10) as well as by Dees &
Anderson (2006). The initial survey items devetbpere discussed in detail with managers

of five social enterprises, management team ottkoeial entrepreneurship funding and
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consulting organizations and nineteen researchessdial entrepreneurship field. Based on

their feedback some questions were deleted and s@meerephrased.

Social Innovation LogicFor evaluating whether a social enterprise iagisocial innovation
logic we used four items which are inspired by Sopeater (Joseph Alois Schumpeter, 1934)
which focus on sector transformation. Specifically have used extant social
entrepreneurship literature on social innovationdkerts, 2010; Nicholls & Murdoch, 2011)

as a basis for our formulations. This process @sslted in the following four items:

* Itis an explicit part of our strategy to creat@me among our peers.

* We actively promote change in organizations opegat our sector.

» Through our work, we intend to change the pradghagther organizations.

* Our approach will change the way our sector works.

Willingness to share knowledge opeMye derived these items based on the concepts of
open innovation (Chesbrough, 2006, 2007) as wadkéant social entrepreneurship literature

(Hockerts, 2010).

* We share our knowledge openly with all our peerhésocial sector.

* We are not worried about peers replicating our agg.

* We make our intellectual property available to asHfer free.
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* We welcome others copying the ideas and activitfesur social enterprise.

Stakeholder-driven decision makinghese items were derived based on the Europezal so
entrepreneurship EMES research group’s conceptrobdratic decision making (Borzaga &
Defourny, 2001; Defourny & Nyssens, 2008, 2010)r Bams reflected how an organization

could include its stakeholders in decision making.

Our management involves all internal and extertededolders in a democratic decision
making process.
» Stakeholders are represented in committees and gvotkps of our organization.

* The stakeholders affected by our organization areqd its decision making process

Earned Income LogicThe survey items for this construct were develdpesed on the
definition of earned income social enterprisesxisteng social entrepreneurship literature

(Dees & Anderson, 2006; Defourny & Nyssens, 2010o¢endoorn et al., 2009)

» Our organization produces and sells goods or ssvic

* We engage in commercial activities to support @aeied mission.

* We are generating income from selling products serdices.

* Our revenue relies on earned income from markétites.

Use of salaried employeeBefourny & Nyssens (2010) stress that the us&gaid workers

differentiates social enterprises from charitiesr fems were derived from this suggestion.
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» All people working in our organization are remunedby ordinary employment.

» All people working in our organization receive mairkate salaries.

* We would not be able to do what we do if we hagdg all our employees a normal
salary. (reverse coded)

* The majority of people in our organization are va&ers. (reverse coded)

Dividend paymentThe three items for this construct aim to evaube current practices and
future intentions of the social enterprises fordend payment. They have been inspired
from formulations used by several social entrepuestap scholars (Dees, 2012; Yunus et al.,

2010)

* Inthe long run we plan to pay out dividends toeistors who are not our beneficiaries.
» Itis one of our goals to create shareholder vedueur owners.
* When we generate a profit , we distribute dividetadisivestors.
Perceived social impactWe used three scale items to measure percebgal smpact after
discussions with practicing social entrepreneutsarademics in social entrepreneurship

field. Similar items have been previously used hy, Eng, and Takeda (2015).

* Our organization has a larger than average sou@dct.

» Our organization has more social impact than adberal enterprises in our country.
» Our organization has more social impact than agberal enterprises globally.
Perceived Ease of Fundability¥e used five items to measure the perceived ease of

fundability of social enterprises. Following thenk® by several impact investing researchers
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(Bugg-Levine & Emerson, 2011; Emerson & Cabaj, 20@&tmann, 2012) items 4 & 5
differentiate between the groups of public fundsegrrces, foundations and banks, impact

investors.

We are able to find money to fund our organization.

It is easy to raise capital for our organization.

For new projects, we find it easy to obtain funding

It is easy for our organization to attract fundfrgm charitable foundations and
government sources .

It is easy for our organization to attract fundfngm impact investors and banks.

Data Analysis

The descriptive statistics of the respondents édh Isamples are presented in Table | &

Table Il .

The nascent sample had 441 respondents out of BABthwere female. The average age of

the respondents was 25.96 years. The respondergsSnm 83 countries.

Insert Table | about here

The survey sent to mature social entrepreneur#adespondents in total. 44% of
respondents were from the UK, 37% from Scandinamé19% from the Netherlands. The

average age of the social enterprises was 13.%8.yea
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Insert Table Il about here

Exploratory factor analysis was conducted on bath@es using SPSS. For the sample of
nascent social entrepreneur students in the massliree course the Kaiser-Meyer-Olkin
measure of sampling adequacy was 0.668 . Bartte&tsof sphericity resulted in Chi-square
value {?) of 1269.757, significance value, p <0.000. Forghmple of social entrepreneurs
in Europe, KMO value of 0.697. Bartlett’s test phsricity resulted in @* of 2288. 8 and
significance value, p <0.000. The exploratory faetaalysis results of the first and second

samples are presented in Table IIl.

Insert Table Il about here

We conducted a confirmatory factor analysis with skecond sample of mature social
enterprises by structural equation modelling in Anféor the eight factor model, we got the
following results £ = 525.121 p<0.000, x?/df = 1.404, CFI =0.923 , RMSEA = 0.041,

SRMR = 0.064 ) indicating goof fit for the eighttar model.

RESULTS

We tested the hypotheses using structural equatadelling in Amos.
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Study 1: Nascent Social Enterprise Sample

In the nascent enterprise sample, we found sigmficorrelations for all the hypotheses.
Figure 2 the output from the model for the nassewtal enterprise. Both willingness to share
knowledge and stakeholder driven decision makiriguad to have positive correlation with
a social innovation logic thus supporting hypotiseka & 1b. An Rvalue of 0.350 suggests

a large effect. Social innovation logic on the othend was found to have a positive

correlation with social impact perception in thésrgple thus supporting hypothesis 3a.

Both use of salaried employees and dividend paysrtesd positive correlations with earned
income logic with an Rvalue of 0.381 again indicating a large effectstbupporting
hypotheses 2a and 2b. Finally both earned incogie énd social impact perception had
positive correlations with perceived ease of furilityin this sample (R=0.181), thus

supporting hypotheses 3b and 3c.

In an attempt to provide some guidance on inteimyehe magnitude of different’Rffect
sizes Cohen (1988, p. 413) suggests that@ can be considered smalf=RL3 medium,
and R=.26 large. Cohen (Cohen, 1988) provides a sirgilédeline for standardized
regression weights suggesting that r=.10 can bsidered small, r=.30 medium, and r=.50
large. The use of language indicating small ordaetjects remains, however, controversial
and one needs to consider Cohen’s warning thantkaning of any effect size is[...] a

function of the context in which it is embeddedb{@n, 1988).
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The goodness of fit values of the model were aat®et §* = 649.361p <0.000, x*/DF =

1.669, CFI1=0.875, RMSEA = 0.057).

Insert Figure 2 about here

Study 2: Mature Social Enterprise Sample

The correlations between latent variables in theureasocial enterprise sample are presented

in table V.

Insert Table IV about here

Figure 3 represent the output of the model frormtlagure social enterprise sample. For the
sample of mature social enterprises, ‘a willingrtesshare knowledge openly’ and
‘stakeholder driven decision making’ had positieerelations with a social innovation logic
(R*=0.175), supporting hypotheses 1a and 1b. A souiavation logic also predicted social
impact perception (R=0.143 indicating a medium effect) thus supportiggothesis 3a. Use
of salaried employees was positively correlatinthveiarned income logic adoption’(R

=0.111) supporting hypothesis 2a.
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A positive correlation existed between dividendmpapt and Earned income logic (p=0.15)
as well as earned income logic and perceived ddasading (p=0.4). However effect size
were small (regression weight = 0.098; 0.038) amad low significance .Social impact
perception had a positive correlation (regressieigit =0.247) with perceived ease of
funding (p=0.056). Due to the low significance \eduwe could not find support for
hypotheses 3a, 3b and 3c in our mature socialgigersample. This could be explained by
the fact that fundability is not as crucial for tim@ture social entrepreneurs compared to

nascent social entrepreneurs who are in searchasfdes to start their operations.

Insert Figure 3 about here

The model had good values for goodness of fitmatars. {* = 636,732 p<0.000 ;x*/DF =
1,402; CF1 =0,913 ; RMSEA = 0,041). The goodness oftétistics for the both samples are

presented in table V

Insert Tablev about here

Common method variance teSince we are collecting our dependent and indep@nd

variables using the same survey method, ther@isl@ability for common method bias to
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occur (Podsakoff, 1986). We performed the commothatkvariance test using Harman'’s
single factor test. In the first sample of nasc@uial entrepreneurs, the single factor
explained only 21.75% of the variance. In the sdcgample of mature social enterprises, the
single factor explains only 11.97% of the variar@@ce the single factor accounts for only a
variance much lesser than 50%, we can assumeuhaample does not suffer from common

method variance.

Control variables As control variables, we used age of the firm amal dummy variables to
compare UK and non UK social enterprises in thepdamf mature social enterprises. In our
model there were no significant correlations betwie control variables and dependent

variables.

DISCUSSION

This paper develops and tests a structural mogehenng the causes for and effects of
heterogeneity among social enterprises. Ever $ds@s and Anderson (2006), it is known
that the term social enterprise is used by praciis and policy makers to describe a wide
variety of heterogeneous organizations. Empirieaéarchers have usually addressed this
problem by defining a specific subset of sociakeprises in order to ascertain homogeneity

of the response group.

For example, in their exploratory study of 70 sbeentures, Meyskens et al (2010) limit

themselves to studying only Ashoka fellows. Assuleof the rigorous selection process
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employed by Ashoka, it can thus be expected tlegt $bore homogenously high on
employing the social innovation logic. Liu et aD(5) on the other hand exclude all social
enterprises from their sample that did not havemee streams income from multiple
business and trading activities thus effectivelggag creating a sample that was
homogenously high on the earned income logic whikesing out on Ashoka type social

innovators who did not rely on significant amouot®arned income to generate change.

Our study is a first attempt at purposefully cnegta heterogeneous sample of social
enterprises and to test how this heterogeneity @tspzertain outcome variables. Our study

has several implications for research and pranttis.
Research Implications

The results of both samples provide strong evidémica medium-sized effect of a
willingness to share knowledge and stakeholderedridecision making on the presence of
social innovation logic. Moreover, we find that Buclogic also predicts the self-perception
of respondents about their organization’s socidigpemance. Both samples also indicate that
an increased reliance on salaried employees rdtaervolunteers predicts earned income

strategies.

Data from the nascent respondents also supportsyfiahesis that dividend seeking predicts
earned income logic. It also indicates that perxti®ase of accessing funding is predicted by

earned income logic as well as by an increaseébiogpact perception. Results from the
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mature data sample also find positive links betwteese variables. However, the effect sizes
are much smaller and are no longer significant. falbethat the mature data sample does not
support these hypotheses suggests that furthearobsmight be needed to establish whether
the difference is due to the maturity of the veasuor whether other factors might explain
these results. For example, it might be that inungasocial enterprises other factors (such as
liquidity, income concentration, or sector) migletimore important than they are in nascent

ventures.

The major research contribution of this work lieghe fact that it provides instruments for
future researchers who want to study the heteratyenfesocial enterprises driven by either a
social innovation logic, an earned income logidoth logics. In particular, it would be
interesting to study the differences between sarigrprises that espouse both logics and

those that subscribe to only one logic.

Another interesting path for future research wdagdo study the degree to which the logics
might be in conflict. Social enterprises aimingrniaximize earned income may find
themselves lead to keep knowledge confidentialti@rother hand, social enterprises
adopting too liberal an open innovation approacly fimal their income bases erode as
competitors imitate their approaches. This dilenmight be a particularly fruitful area for

longitudinal research designs.

Our research also suggests implications for reBessanterested in institutional logics in

general. In particular, it would be interestingdentify antecedents of other institutional
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logics and their outcomes. Moreover, our work miglsb suggest that the presence of

multiple logics does not necessarily have to rasutbnflicting outcomes.
Practical Implications

The research also suggests several interestingcaiphs for practitioners. Firstly, it draws
attention to the fact that an open innovation agginocan indeed be a driver for social
performance and ultimately for fundability. On thtker hand, impact investors aiming to
support high impact social ventures face the chg#ehat they often have to select nascent
investees before the social impact is actually demted. Carrying out rigorous impact
assessment is both time and resource consumindiniiegs from this study suggest that
impact investors may want to look at the willingsiés share knowledge and the use of

stakeholder-driven decision making as proxies wsdeecting investees.

The study also has implications for policy makelsware trying to define policies
supporting social enterprises. Overly restrictie@irdtions of what does and does not
constitute a social enterprise risk excluding saverganizations that might be relevant for

the underlying policy objectives.
Limitations

We realize that our study suffers from severaltitmns that follow from our research
design. However, we feel that these also offer dppdies which will have to be probed in

future research. Firstly, by relying on self-petto@p when measuring social impact and ease
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of fundability we have selected measures thathvalle to be reviewed very carefully and
possibly replaced in future studies. Unfortunatglyen the current state of social impact
measurements practice it will, however, be quitehde before more objective measures will

become available for large scale studies.

A second limitation lies in the fact that the diface between nascent and mature social
enterprises remains unexplained. Three relatiosshigit were statistically significant in the
nascent venture sample are no longer so in therens&umple. Future research might
fruitfully follow up on this question by establisiy whether this difference is indeed due to

the maturity of the venture or whether other vdaalexplain it.

Conclusions

Given the still emerging nature of the researchl fod social entrepreneurship, it is only to be
expected that research designs and methods 4w rsidiving target themselves. Having
graduated from theoretical and qualitative studiesare now in a phase in which
guantitative studies can be increasingly usef@irthering our understanding of social

entrepreneurship.

We hope that this study will prove valuable forig research into the heterogeneity of
social enterprises and the factors that explaiMate importantly, we hope that it will help
motivate more research that allows us to underdtaméhctors that drive performance

outcomes such as social impact and perceived é&seding.
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FIGURE 1*: Structural Model Summary of the Proposed Hypotheses
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FIGURE 2*: Model with sample with nascent social etrepreneurs (N=441)
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FIGURE 3*: Model with sample of mature social enteprises (N=245)
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TABLE I* Descriptive statistics of Sample 1 (Nascensocial entrepreneurs)

Sample 1 (Nascent
social entrepreneurs)

Completed survey responses 441
% Female 54 %
Age of respondent, Mean 25,96
Age of respondent, SD 10,65

TABLE Il *Descriptive statistics of Sample2 (Mature social entrepreneurs)

Sample 2(Mature
social entrepreneurs)

Completed survey responses 245
% respondents from UK 44 %
% respondents from Scandinavia 37 %
% respondents from the

Netherlands 19 %
Age of the company Mean 13,77

Age of the company , SD 24,89
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TABLE III* Factor loadings and Cronbach alphas for the latent variables

Study 1 Study 2
(N=441) (N=245)

Social Innovation Logic Cronbachn = ,760 , 746
It is an explicit part of our strategy to creat@aehe among our peers. ,625 ,740
We actively promote change in organizations opegati our sector. ,850 ,798
Through our work, we intend to change the pradtiagther organizations. 723 ,694
Our approach will change the way our sector works. 562 675
Willingness to share knowledge openly Cronbacha = 763 ,686
We welcome others copying the ideas and activitfesur social
enterprise. 801 792
We share our knowledge openly with all our peethiésocial sector. ,646 573
We are not worried about peers replicating our epgin. ,663 ,669
We make our intellectual property available to ogHer free. ,786 762
Earned Income Logic Cronbachu = 803 124
Our organization produces and sells goods olicEsv ,785 767
We engage in commercial activities to support @eia mission. 679 ,595
We are generating income from selling productssagices. ,683 ,868
Our revenue relies on earned income from marketites. 675 ,632
Dividend Payments Cronbachn = ,750 814
In the long run we plan to pay out dividends toeistors who are not our
beneficiaries. 602 854
It is one of our goals to create shareholder vidueur owners. ,796 ,800
When we generate a profit, we distribute dividetodsvestors. 770 ,867
Salaried Employees Cronbachu = 633 726
All people working in our organization are remuriedaby ordinary
employment. 412 690
All people working in our organization receive metrkate salaries. 732 720
We would not be able to do what we do if we hagdg all our employees
a normal salary. 682 815
The majority of people in our organization are vakers? 721 673
Stakeholder driven decision making Cronbacha = 649 127
Our management involves all internal and extertadeholders in a
democratic decision making process. /788 781
The stakeholders affected by our organization areqd its decision
making process. 751 772
Stakeholders are represented in committees and gvotlps of our

, 749 ,805

organization.
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Social impact perception Cronbacho = ,846 ,703
Our organization has a larger than average soujgd¢t. 778 ,665
Our organization has more social impact than atberal enterprises in
our country. 852 826
Our organization has more social impact than atberal enterprises
,888 ,809

globally.
Perceived ease of funding Cronbacho = ,886 ,807
We are able to find money to fund our organization 732 641
It is easy to raise capital for our organization ,886 ,808
For new projects, we find it easy to obtain funding ,854 ,813
It is easy for our organization to attract fundfrgm charitable
foundations and government sources /758 /755
It is easy for our organization to attract fundf Impact investors and

Y g ran fmp ,833 725

banks.

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization. ?items are reverse

coded
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TABLE IV* Correlations between variables for Sample2 (N=245)

Mean SD  Age NL Scand Willingness Stag;::Lder ;i:::i Dividend In::f;:'on Iii':‘;: |i10:;ilt
Age 13,77 24,90
NetherlandsDummy 0,19 0,39 .132
ScandinaviaDummy 0,37 0,48 ,024 -,3?5“
WillingnessToShare 3,61 0,70 048 015 ,205*'
StakeholderDrivenDecision 3,37 0,86 023 .,12?' -,065 -,003
SalariedWorkers 3,45 0,94 067  -109 -,12?* - 118 ,032
DividendPayments 215 1,03  .208 394 -107  .132 -057 -054
SociallnnovationLogic 3,88 067 -120 -026 -041 150 2217 072 110
EarnedincomeLogic 4,16 071  -070 054 .191  -,080 057 286 125 189"
SociallmpactPerception 3,38 0,63 031 027  -013 ,094 ,110 ,033 037 ,275'* ,132*
PerceivedEaseOfFunding 2,59 075 015 049 -071 084 -036 ,062 070 -,018 041 127

Mean (M); Standard deviation (SD) ; Off diagonal elements represent bivariate correlations between the constructs with the following
statistical significance:, *<0.05, **<0.01, ***<0.001. The covariate control variables were coded as follows: Age of the firm (years), ScandinaviaDummy (1=Scandinavian, O=Non-

Scandinavian), NetherlandsDummy (1= Dutch social enterprise, 0=Non-Dutch)
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TABLE V* Goodness of Fit Statistics

2
N Xt pMsea  cFi
Nascent Social Enterprises 441 1.669 057 875
Mature Social Enterprises 245 1.402 041 913
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