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Abstract Social enterprise has been increasingly recognized for as important economic and social contribution
to modern society. Recently, many efforts and academic researches related to social enterprise are now emerging
from practitioners and academics. This work focused on the key elements affecting the performance of social
enterprises such as specifically social entrepreneurship, relationship-oriented organizational culture and government
support policy. In this empirical model, two performance variables such as economic and social performance
represent the dependent variables. And the size and age of the social enterprises are the controlled variables. By
analyzing survey data of 107 social enterprises interesting and meaningful results are obtained. Social
entrepreneurship influenced economic and social performance of social enterprises. And relationship-oriented
organizational culture influenced economic and social performance of social enterprises. On the other hand,
government support policy influenced economic performance of social enterprises, but did not influence its social
performance. The developed empirical model of social entrepreneurship in this study showed that
community-oriented organizational culture and government policy are important factors for the efficient and
successful management of social enterprises in Korea.
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1. Introduction economic development in Korea led to the gap between

the rich and the poor. Social enterprise is a certain form

Social enterprises have been recently considered as a of enterprise pursuing social and economical purpose. It
promising alternative form of economy because rapid willingly responds to social changes especially around the
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private sector of the welfare state and social
organizations. Also, it is characterized by contributing to
the promotion of social integration [1]. Many social
enterprises in Korea were established by a certification
program of the Social Enterprise Promotion Act effective
in 2007. For these social enterprises to survive in a
competitive environment, it is necessary to answer the
following question: What is the success factor for
financial or social performance of social enterprise
especially in Korea compared to Europe or the United
States? In this work, we set the criteria of success of
social enterprise in terms of social enterprise’s generic or
original purpose, i.e. to serve the community and create
employment. Three contributing factors are also selected
among many determinants of success for enterprise. They
are social entrepreneurship, relationship-oriented
organizational culture and government support policy.
Finally, we construct a model of these factors and their
effect on the performance of social enterprise. In this
work, empirical research was executed using the survey
carried out during November, 2010. We extracted three
affecting factors from the theoretical research and made
out a structured questionnaire to verify these effects on
social enterprises. Then we surveyed 107 businesses
among the 355 certified social enterprises in Korea. The
remainder of this paper is organized as follows. Some
theoretical contents are presented in Section 2. Then
results and discussions are given in Section 3 followed by

concluding remarks in Section 4.

2. Theoretical Background

The “social enterprise” generally represents not-for-profit
private organizations providing goods or services directly
related to their explicit aim to benefit the community
though there is not a unified view about the definition of
social enterprise. It depends on dynamics involving
various stakeholders in their governing bodies. Social
enterprise takes positions at the interception between pure
business and traditional non-profit [2]. In the traditional
view, the entrepreneur, as the business operator, is the
most important element that affects the growth of
enterprise.

Some researchers studied the relationship between

entrepreneurship and the performance of businesses [3,4].
The results of the researches showed that the individual
factors (viz., prior experience, age and personal
characteristics of the entrepreneur) have a significant
impact on the performance of businesses. In addition,
entrepreneurship  contributes not only to enhanced
organizational performance, but also to the generation of
new business which lead to increased profits.
Entrepreneurship also helps to obtain a competitive
advantage [1].

Social enterprise is an organization created for the
purpose of solving social problems. Then, discussing
venture business activities and vision sharing are the

organization's main objectives. According to Quinn &

Rohrbaugh  (1983), an organization with  good
communication and democratic decision culture can
achieve higher organizational performance [5]. Thus

analyzing  the impact  of  relationship-oriented
organizational culture is important to understand social
enterprise. Recently Korean government policy on social
enterprise began to formulate. For better operation of

social enterprise efficient and effective policy should be

set.
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[Fig. 11 Proposed empirical model

The definition of social entrepreneurship can be viewed

like: the creation of a social value produced in

collaboration with people and organizations from the civil
society. Most of peoples are engaged in social innovations
that usually imply an economic activity, which is based

on four criteria like social values, civil society,

innovation, and economic activities. Some researches on

the impact factors of social enterprise have been
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performed [6]. In Korea, some research efforts also have
been done, but social enterprise is relatively in an early
state so that there are no extensive research results.
Sharir & Lerner (2006) focused on the factors of social
enterprise in a fundamental sense [6]. They focused on
identifying the factors affecting the success of social
enterprises and demonstrate eight factors in the results.
The eight variables as contributing to the success of the
social ventures are: (1) the entrepreneur’s social network;
(2) total dedication to the venture’s success; (3) the
capital base at the establishment stage; (4) the acceptance
of the venture idea in the public discourse; (5) the
composition of the venturing team, including the ratio of
volunteers to salaried employees; (6) forming cooperation
in the public and nonprofit sectors in the long-term; (7)
the ability of the service to stand the market test; and (8)
the entrepreneurs’ previous managerial experience. Lee,
Kwang Woo (2008) [7] adopted this study as a basis for

integrating the successful factors.

3. Results and Discussions

Social enterprises are, in general, similar to other
non-social enterprises at the incipient period. Thus the
elements related to success of general businesses can
apply to social enterprises. Entrepreneurship is believed to
have a positive effect on the performance of businesses
[7]. In view of social entrepreneurship, social enterprise is
focusing on both economic and social purpose. In this
work, it is assumed that social entrepreneurship somehow
affects the success of social enterprise, and the hypotheses

are given below.

B Hypothesis 1:
Social entrepreneurship positively affects economic

performance of social enterprises.

B Hypothesis 2:
Social entrepreneurship positively affects the social

performance of social enterprises.

Relationship-oriented organizational culture have been
reported to have significant impacts on overall social

enterprise because social enterprise is an organization

created for the purpose of solving social problems [Quinn
& Rohrbaugh (1983)]. In a good communication and
democratic environment, higher organizational performance
can be accomplished in the business. Therefore, following

assumptions can be formulated in this study.

B Hypothesis 3:
Relationship-oriented organizational culture positively

affects economic performance of social enterprises.

B Hypothesis 4:
Relationship-oriented organizational culture positively

affects social performance of social enterprises.

Since Korea’s currency crisis, government led a formal
study so that its policy on social enterprise began to take
shape. Government policy acting on social enterprise is
important and effective policy guidance should be set
appropriately. In Korea, there are 555 social enterprises in
2011, which are mostly established by a certification
program of Social Enterprise Promotion Act. Therefore, in
order to promote social enterprise development, the
following hypotheses related to the government support

policy are made.

B Hypothesis 5:
Government support policy positively affects the

economic performance of social enterprises.

B Hypothesis 6:
Government support policy positively affects the social

performance of social enterprises.

As mentioned before, the goal of the research is to
identify the three elements that affect the success of social
enterprise and to demonstrate a model of the correlation
of the elements [Fig. 1]. The elements are social

entrepreneurship,  relationship-oriented  organizational
culture, and government support policy. In this model, the
three elements become independent variables or factors of
the empirical study. On the other hand, the two
performance variables such as economic and social
performance represent the dependent variables. Here, the
size and age of the social enterprises are the controlled

variables throughout the study.
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[Table 1] Result of economic performance: standardized
beta weights (t value)

Var. Model 1 Model 2 Model 3

Con Size 0.10(1.01) 0.03(0.33) 0.04(0.45)
Age -0.07(-0.68) | -0.08(-0.91) -0.09(-1.03)

Entren. - 0.21(2.07) 0.35(1.12)
Ind| Culture - 0.21(2.17) -0.37(-0.91)
Policy - 0.25(2.53) -0.21(-0.41)

First, reliability for this study was assessed based on
Cronbach’s alpha [8]. In general, reliability coefficients of
Cronbach’s alpha around 0.7 are considered good whilst
there is strong reliability with coefficients from 0.74 to
0.90 (Nunnally, 1967).

Cronbach’s alpha values are good enough, which is given

Though now shown here,

as follows: 0.895 (social entrepreneurship), 0.880
(relationship-oriented ~ organizational  culture), 0.735
(government  support  policy), 0.900  (economical

performance), and 0.789 (social performance). On the
other hand, validity for this study was assessed based on
principal component analysis. In result, these data turned
out that there is relative compactness of correlation in the
data matrix. It is also able to clarify that factor analysis
is highly appropriate for these data.

To prove the hypothesis about the economic
performance of this study, we focused on independent
variables and executed hierarchical regression analysis. In
the first model, enterprise size and age are the control
variables and had no effect on the performance of social
enterprise. In general, bigger R2 means that the regression
model is more suitable [9]. As well, standardized beta
coefficient represents the relative effects of independent
variables and refers to the size of influence on the
dependent variables. The result of the second model
showed the impact of social entrepreneurship,
relationship-oriented organizational culture, and government
support policies regarding economic performance of social
enterprise. In particular, social entrepreneurship (3=0.21,
p<0.05), and relationship-oriented organizational culture
(B=0.21, p<0.05) with a confidence level of 95%
appeared to have a statistically significant effect.
Furthermore, the government support policy ([3=0.25,
p<0.01) with a confidence level of 99% also appeared to
have a statistically significant effect. The second model
has produced the coefficient of R? of 0.218, and it means

that the 22% is the explanatory. Thus, the hypotheses 1,

3, and 5 of this study were accepted. It turned out that
the higher the social entrepreneurship means the higher
the economic performance. As the relationship-oriented
organizational culture is higher, the economic performance
of social enterprises is better. In addition, the utilization
of government support for the policy results in a better
economic performance.

To verify the hypotheses about social performance,
similar hierarchical regression analysis was done. In the
first model, business size and age are control variables
and had no effect on the social performance of social
constructed to

enterprise. The second model was

investigate the impact of social entrepreneurship,
relationship-oriented organizational culture, and government
support policies on social performance of social
enterprise. As a result, social entrepreneurship ([3=0.50,
p<0.01) and relationship-oriented organizational culture (|3
=0.23, p<0.01) with 99%

statistically significant effects. However, the government

confidence level showed

support policy showed no statistically significant
relationship with social performance of social enterprise.
R2 of the second model was found to be 0.459, which
the 46%
hypotheses 2 and 4 were accepted with the rejection of

It means that the higher the

means explanatory power. In result, the

hypothesis 6. social
entrepreneurship, the greater social performance of social
Also, the

relationship-oriented organizational culture, the greater

enterprises. more developed a
social performance of social enterprises. On the other
hand, the government support policies had no significant

correlation with the performance of social enterprises.

[Table 2] Result of social performance: standardized beta
weights (t value)

Var. Model 1 Model 2 Model 3

Con Size 0.08(0.76) 0.03(0.35) 0.03(0.39)
Age -0.05(-0.53) | -0.05(-0.61) -0.04(-0.55)

Entren. - 0.50(5.72) 0.33(1.24)
Ind | Culture - 0.23(2.80) -0.13(-0.37)
Policy - 0.11(1.24) -0.54(-1.20)

This study investigated and analyzed the effects of the
three independent variables (i.e., social entrepreneurship,
relationship-oriented organizational culture, and
government support policy) on the two performance

measures of social enterprises (i.e., economic and social
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performance). The results of the empirical model are
summarized.

The hypothesis related to the impact of social
entrepreneurship on the performance of social enterprises
was accepted in this study, which is similar to those of
previous results [1,3]. Furthermore, the risk management
distinct  from

The enhanced

behavior by social entrepreneurs is

entrepreneurial risk-taking orientation.

social entrepreneurship can facilitate corporation’s

achievement both in the economical and social

performance. Second, the hypothesis related to
culture was also
Thus, the

of social

relationship-oriented organizational

accepted to be statistically significant.

organizational culture affects the success
enterprise. When the social enterprise tries to adopt
democratic decision-making processes, it will achieve both
economical and social performances.

This culture will contribute to the formation of a
network that for-profit companies cannot be achieved in.
The government support policies for social enterprises
have an impact on the economical performance, but has
no impact on the social performance of social enterprise.
It means that the more frequent the utilization of
government support policies, the higher the economic
performance. However, government support policy for
social enterprise does not have a direct impact on the

social performance of social enterprise.

[Table 3] Hypothesis results

No. Hypothesis Result
1 Social entrepren.—> economic performance accept
2 Social entrepren.— social performance accept
3 Organ. culture— economic performance accept
4 Organ. culture— social performance accept
5 |Government policy— economic performance | accept
6 Government policy—> social performance reject

4. Concluding Remarks
This work focused on the identification of key
elements affecting the performance of social enterprises,
viz., social

entrepreneurship,  relationship-oriented

organizational culture and government support policy.

Based on survey data of 107 social enterprises interesting
and meaningful results are obtained. Social entrepreneurship
influenced economic and social performance of social
enterprises. And relationship-oriented organizational
culture influenced economic and social performance of
social enterprises. On the other hand, government support
policy
enterprises, but did not influence its social performance.

influenced economic performance of social
This study has advanced research in social entrepreneurship
and contributed to the development of an empirically
derived model of social entrepreneurship. It also helps to
identify the core behavioral dimensions of innovativeness,
pro-activeness, risk management, etc. It also indicates that
the community-oriented organizational culture and the
government policy become important factors in achieving
the successful management performance of social
enterprises. Considering the status of social enterprise
recognized for as its economic and social contribution to
society, this work can be one of building blocks to be

used for understanding social enterprise.
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