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Abstract

Social entrepreneurship has become an essential field in addressing complex societal issues
such as poverty, exclusion, environmental degradation, and social inequality. This paper
delves into the concept of social entrepreneurship, its mechanisms for creating impact, and
empirical evidence of its effects on society. The paper also discusses challenges,
measurement limitations, and policy implications. While social entrepreneurship
demonstrates significant potential for social value creation, the paper emphasizes that its
impact is context-dependent and requires innovative business models, robust measurement
tools, and scalable solutions. Future research should focus on overcoming these limitations
and enhancing the scalability of social ventures.

Keywords: Social entrepreneurship, social value creation, social impact, social enterprise,

innovation, measurement, economic inclusion.
1. Introduction

In recent decades, social entrepreneurship has emerged as a promising avenue for addressing
societal challenges. With the growing global inequality, climate change, and other social
problems, traditional solutions such as government interventions and philanthropic aid often
fall short. Social entrepreneurship, as a hybrid model combining business acumen with a
social mission, seeks to fill this gap by using entrepreneurial methods to drive social change.

The field of social entrepreneurship has evolved over the years and garnered significant
attention from scholars, practitioners, and policymakers. It represents a shift from a solely
business-driven approach to one that combines profit-making with societal benefit. Social
entrepreneurs identify and exploit market opportunities to solve social problems, often

creating new business models or innovating existing ones to achieve social impact.
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This paper explores social entrepreneurship's impact on society by addressing the
mechanisms through which it operates, reviewing empirical evidence, and discussing the
challenges associated with measuring and scaling its impact. The structure of the paper is as
follows: Section 2 provides a conceptual foundation; Section 3 examines the mechanisms
through which social entrepreneurship creates impact; Section 4 reviews empirical evidence
on its societal effects; Section 5 discusses the challenges and limitations; Section 6 offers
policy implications; Section 7 outlines future research directions; and Section 8 concludes the

paper.

2. Conceptual Foundations of Social Entrepreneurship

2.1 Definition and Scope

The term social entrepreneurship refers to the use of entrepreneurial principles to organize,
create, and manage ventures that aim to make social change. Social entrepreneurship is not
merely the establishment of a non-profit organization; it involves creating sustainable models

that address social issues in innovative ways.

One widely cited definition by Mair and Marti (2006) defines social entrepreneurship as “the
innovative use and combination of resources to pursue opportunities to catalyse social change
and/or address social needs” (Mair & Marti, 2006). This definition highlights two crucial
aspects: innovation and social need. Social entrepreneurs are often characterized by their
ability to challenge traditional market and institutional systems by using innovative strategies

to create lasting social impact.

2.2 Characteristics of Social Entrepreneurship
Social entrepreneurship is often seen as having several core characteristics:

e Clear social mission: The primary goal of social enterprises is to address societal
issues, whether related to poverty, education, environmental sustainability, or health.

e Innovative business models: Social entrepreneurs often use creative, novel
approaches to achieve their goals, such as combining market-driven strategies with a

social purpose.
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e Scalability and replicability: The potential for growth and impact is crucial in social
entrepreneurship. Social ventures aim to scale their solutions to reach larger
populations or broader geographic areas.

e Hybrid organizational forms: Social enterprises typically operate under a hybrid
business model, combining both non-profit and for-profit mechanisms to achieve their

social objectives while maintaining financial sustainability.

2.3 Social VValue Creation

Central to social entrepreneurship is the creation of social value—benefits that directly
improve the well-being of individuals, communities, and the environment. Unlike traditional
businesses that primarily focus on financial profit, social enterprises aim to deliver social,
cultural, and environmental benefits alongside economic returns. However, the notion of

social value creation remains complex and difficult to quantify.

Mair and Marti (2006) propose that social entrepreneurship should focus on building social
capital—the networks and relationships that enable communities to achieve collective goals.

This can involve empowerment, social cohesion, and community resilience.
3. Mechanisms of Impact: How Social Entrepreneurship Affects Society

Social entrepreneurship impacts society through various mechanisms, each of which
contributes to the generation of social value. This section explores the key mechanisms

through which social enterprises exert influence.

3.1 Economic Inclusion and Job Creation

A prominent mechanism through which social entrepreneurship creates impact is economic
inclusion. By providing employment and income-generating opportunities, social enterprises
often serve marginalised groups, such as the unemployed, women, people with disabilities, or

individuals from low-income communities.

Many social enterprises focus on job creation in areas where traditional industries have
failed. These ventures not only offer employment but also provide skills training, personal

development, and a sense of social empowerment. Social enterprises such as Grameen
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Bank, which pioneered microcredit lending, have shown how social entrepreneurship can
empower individuals by providing access to capital and support for income-generating

activities.

3.2 Innovation and New Business Models

Social entrepreneurs often create innovative business models that blend social goals with
market-driven solutions. These innovations are not just about creating new products or

services; they are also about rethinking how businesses operate and deliver value.

For example, the concept of social business, as promoted by Muhammad Yunus, who
founded Grameen Bank, involves a model where profits are reinvested to further the social
mission. This innovation allows social enterprises to achieve financial sustainability while

addressing societal problems.

Additionally, hybrid business models—where social ventures combine elements of both for-
profit and non-profit structures—enable social enterprises to maintain long-term viability.
These models offer a more sustainable approach to solving social issues by diversifying

revenue streams while staying true to the mission.

3.3 Social Capital, Networks, and Community Resilience

Social entrepreneurship plays a crucial role in building social capital—the trust, networks,
and relationships within communities that enable collective action. Social enterprises often

work to strengthen community bonds by fostering collaboration and empowering local actors.

Through the creation of community-based organizations, social enterprises contribute to
local resilience, enabling communities to better respond to crises or challenges. The
strengthening of social ties also creates a supportive environment for individuals to thrive,

which can lead to greater social cohesion and collaboration.

3.4 Institutional Change and Ecosystem Building

Social entrepreneurship can also catalyse institutional change. By challenging established

norms, practices, and policies, social enterprises often drive transformation at the macro
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level. They influence both government policy and market structures, especially in sectors

where traditional business models fail to address social needs.

For example, social entrepreneurs can advocate for policy reforms that align with social
goals, such as access to healthcare, education, or environmental protection. They may also
promote new regulations that incentivise businesses to pursue social outcomes alongside

profit.

3.5 Scaling and Replication

One of the most important mechanisms for achieving large-scale social impact is scaling.
Social enterprises that develop successful models often aim to replicate these models in new
regions or countries. The scalability of a business model ensures that social value is expanded

beyond the initial beneficiaries.

Scaling often involves creating partnerships with other organizations, governments, or
businesses. By leveraging resources and networks, social enterprises can expand their reach
and improve the lives of more people.

3.6 Hybrid Business Logic and Resource Mobilisation

The hybrid business model of social enterprises allows them to mobilize resources from both
traditional business sectors and philanthropic or governmental sources. This resource
mobilization mechanism enables social entrepreneurs to achieve financial sustainability

while addressing social challenges.

A social enterprise may generate income through market-based activities, such as selling
goods or services, while simultaneously securing philanthropic funding or grants to support
its social initiatives. This balance between earning and giving ensures long-term financial

viability.
4. Empirical Evidence of Impact

The empirical evidence on the impact of social entrepreneurship is growing, though much of
the research remains qualitative and case study-based. This section reviews some of the key

findings on the impact of social entrepreneurship up until 2011.
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4.1 Economic Inclusion and Job Creation

Numerous studies highlight the role of social entrepreneurship in economic inclusion. For
instance, research on microfinance institutions such as Grameen Bank demonstrates that
providing small loans to individuals in low-income communities leads to job creation and
income generation. These businesses enable individuals to escape poverty by providing

opportunities for self-employment.

Other studies show that social enterprises focused on job training and placement contribute
significantly to reducing unemployment in underserved communities. By empowering people
with the necessary skills, social enterprises increase their employability and economic

mobility.

4.2 Innovation and Business Model Change

Several studies have demonstrated the innovative impact of social entrepreneurship,
particularly in sectors such as health, education, and energy. For example, innovations like
solar-powered solutions for off-grid communities or low-cost healthcare services for
underserved populations showcase how social enterprises can address critical needs through

creative business models.

Research also shows that social enterprises that adopt hybrid models have a greater chance

of long-term success, as they can leverage both profit-driven motives and social goals.

4.3 Social Capital and Community Level Effects

Social entrepreneurship's contribution to social capital is evident in studies of community-
based organizations. These ventures help to foster trust and cooperation within communities,
particularly in regions that lack formal governance structures. Studies of community-led
social enterprises reveal that such organizations contribute to community empowerment,

resilience, and cohesion.

For instance, research on cooperative businesses has shown that these models, which rely on
collective ownership and decision-making, strengthen social ties and increase community

engagement.
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4.4 Evidence on Institutional Change and Scaling

Scaling is one of the most challenging aspects of social entrepreneurship, yet research
indicates that some social enterprises have successfully scaled their models to national and
international levels. Case studies of social enterprises such as SELCO India, which provides
solar energy solutions to rural communities, demonstrate the potential for scaling social
innovations and changing institutional structures to address global challenges like energy

access.

However, the empirical evidence suggests that scaling often requires strong partnerships with
governments, NGOs, and the private sector, as well as the ability to adapt the model to

different contexts.

4.5 Evidence on Measurement and Limitations

The difficulty of measuring the impact of social entrepreneurship is widely acknowledged in
the literature. Many studies rely on qualitative assessments of impact, such as interviews
with beneficiaries, case studies, and anecdotal evidence. While these approaches provide
valuable insights, they often fail to offer rigorous, systematic data on the long-term effects of

social ventures.

As Mair and Marti (2006) suggest, one of the key challenges in evaluating social
entrepreneurship is the lack of consistent metrics for measuring social value. Unlike financial

value, social value is often intangible, making it difficult to quantify.
5. Challenges, Measurement, and Limitations
5.1 Ambiguous Definitions

One of the main challenges facing social entrepreneurship is the lack of a clear definition.
Scholars and practitioners often use the term interchangeably with social enterprises, non-
profit organizations, or even corporate social responsibility (CSR). This ambiguity makes it

difficult to compare different types of ventures or assess their collective impact.

5.2 Measurement of Impact
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Impact measurement remains one of the most significant challenges in the field. While
financial performance is straightforward to assess, social outcomes such as empowerment,
community well-being, or environmental sustainability are often difficult to measure. There
is a need for standardized impact measurement frameworks that can provide consistent,

reliable data on social outcomes.

5.3 Scaling and Sustainability

Social enterprises often struggle to scale their impact beyond local or regional contexts.
Factors such as market saturation, funding limitations, and organizational capacity can
constrain growth. Additionally, the hybrid nature of social enterprises means they often face

challenges in balancing social mission with financial sustainability.
6. Policy Implications and Recommendations

Given the challenges outlined above, policymakers can play a key role in supporting social

entrepreneurship. This includes:

e Creating enabling ecosystems that offer regulatory support, funding opportunities,
and networking platforms for social enterprises.

e Promoting impact measurement standards that help social enterprises track their
social value and communicate this to stakeholders.

e Fostering collaboration between social enterprises, governments, and the private

sector to scale successful models.
7. Future Research Directions

Future research should focus on developing robust, quantifiable methods for measuring social
impact. Additionally, there is a need for comparative studies that explore how different
regions, cultures, and institutional contexts influence the effectiveness of social

entrepreneurship.

Research should also explore institutional change driven by social entrepreneurship,
especially in sectors like healthcare, education, and environmental sustainability.

8. Conclusion

I



http://www.skirec.org/

(;Wf:\‘\f\ Asia Pacific Journal of Research in Business Management
A _5/ 2 | Vol. 7, Issue 5,May 2016 Impact Factor: 3.525,ISSN: (2229-4104)
K{f" /g www.skirec.org Email Id: skirec.org@gmail.com

Social entrepreneurship represents a powerful tool for addressing social issues by combining
innovation with mission-driven goals. Despite significant challenges related to definition,
measurement, and scaling, the potential of social entrepreneurship to create social value is
undeniable. For the field to achieve its full potential, it is crucial that social entrepreneurs,
policymakers, and funders work together to foster supportive ecosystems and address the

inherent challenges.
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