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Abstract

The central interest of this thesis is the emergence of social ventures. In this
regard, it investigates two types of questions: what regional factors influence the
emergence of social ventures? and what types of interaction may emerge
between the emergence of social ventures and the demography (entry, exit and
migration) of commercial ventures in a region? The thesis also aims to adopt a

macro-oriented approach to studying the research questions.

To answer those questions, this thesis applies both theoretical and
empirical analysis. For the theoretical analysis, instead of a single theory it
applies three middle-range theories: theory of organisational ecology, market
failure theory, and the demand and supply theory of entrepreneurship. The
empirical analysis is based on two large-scale databases from Sweden and the
U.S. The Swedish database includes nonprofit social ventures and commercial
ventures for the 1990-2014 period from all of the 290 municipalities across
Sweden, while the database from U.S. includes 88 counties in the State of Ohio
between 2003-2007.

The answers to the research questions are presented in the form of six
papers. Paper 1 provides an overall picture of the different possible functions of
social ventures within communities and their contributions to regional
development. With this overall view, Papers 2 and 3 answer the first research
question, that is the factors influencing the emergence of social ventures. Thus,
while Paper 2 provides a review of previous research, Paper 3 empirically
examines some of the regional factors that may influence the emergence of
social ventures in a region. The results of Paper 3 revealed that factors such as
gender, education, entrepreneurial role models, wealth, unemployment rate, age,
and urbanisation positively influence the emergence rate of the of social venture
in a region.

Papers 4, 5 and 6 are dedicated to answering the second type of research
question, in other words the interaction between the emergence of social
ventures and the demography (entry, exit and migration) of commercial
ventures. As such, Paper 4 studies how the emergence of social ventures is
influenced by the entry and exit of commercial ventures, Paper 5 investigates

how the emergence of social ventures influences the entry of commercial
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ventures, and Paper 6 examines how the emergence of social ventures influences
the migration of commercial ventures. In summary, the results of these three
papers reveal that while the emergence of social ventures negatively influences
the commercial ventures inside a region, it has a positive influence on the
commercial ventures outside the region. Paper 6 further investigates the
influence of the emergence of commercial ventures on the migration of
commercial ventures. The results show that while the emergence of social
ventures attracts commercial ventures from outside into a region, the emergence

of commercial ventures repels them from moving into the region.
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1. INTRODUCTION

In this chapter, I follow two goals: present the research problem and provide an
overview of the thesis. Firstly, I review the development of social entrepreneurship
as a field of science and briefly define it. Secondly, I define the general research
problem, which is later narrowed to four specific research questions. The questions
address the regional factors influencing the emergence of social ventures, and the
interactions that may arise between the emergence of social ventures and the entry,
exit and migration of commercial ventures. Thirdly, I provide a detailed discussion
of the originality and the practical and theoretical importance of this thesis. Fourthly,

I describe the thesis structure and provide an overview of the upcoming chapters.



1.1 Background

Martin Luther King once said, “Life’s most persistent and urgent
question is, What are you doing for others?” (King and King, 1983,
p-17) . Answering this question is the main obsession of social
ventures. Until recently, there was a presumed assumption by
economic and management scholars that profit-seeking was the main
driver of entrepreneurship (Dacin et al., 2010). Over the last two
decades, however, this assumption has changed, and it has been
accepted that entrepreneurship should not necessarily be profit-driven
(Dees, 1998; Drucker, 1993). Social entrepreneurship is a prime

example of the entrepreneurial actions that are not profit-driven.

Social entrepreneurship initially emerged as an empirical
phenomenon in response to some urgent needs (Nicholls, 2010). The
rise of neoliberalism challenged the traditional welfare models and
reinforced the market logic (Garrow and Hasenfeld, 2014). Thus,
governments worldwide started to cut down on public expenditure and
advocate for entrepreneurship as a solution to the deficiencies in the
economic system and rising inequalities (Austin et al., 2006;
VanSandt et al., 2009). Along with governments, many foundations,
especially Ashoka, Skoll and Shcwab, also emerged around the world
to promote entrepreneurial solutions for social problems. The growth
of these foundations increased the legitimacy of social
entrepreneurship. For example, the Skoll Foundation received a $600
million endowment in 2006 showing 1,400% increase compared to
$40 million in 2000 (Osberg, 2006). At the same time, the big success
of some social entrepreneurs like Muhmmad Yunus, the founder of
Grameen Bank and the winner of the Nobel Peace Prize in 2006, or
Jeffrey Skoll, the first president of eBay and founder of the Skoll



Foundation, attracted media attention. Major media streams such as
the New York Times and The Economist published special articles on
social entrepreneurship (Dees, 2007). As a result, we are currently
facing a boom in social entrepreneurial activities (Drayton, 2002;
Harding, 2004). If the nonprofit social sector was considered a
national economy, then only the expenditure of 35 countries in the
1990s ($1.3 trillion) would make it the seventh largest economy in the
world (Salamon et al., 2003).

The boom in social entrepreneurial activities also attracted the
attention of academic scholars. Although it is unclear exactly when
the term “social entrepreneurship” entered scholarly research, it did
not receive attention until the 1990s when, for example, the Italian
government established the first social firm or the UK government
introduced the second legal form for social enterprises as the
Community Interest Company (Hoogendoorn et al., 2010). It was
around this time that publications on social entrepreneurship started to
grow. From 1991-2009, the number of articles on social
entrepreneurship increased by 750% (Short et al., 2009). Thus, the
development of social entrepreneurship as a field of research began
from what is typified by Kuhn (1970) as a novelty in practice that
could not be explained by the established paradigms such as

commercial entrepreneurship, nonprofits or the public sector.

However, after almost two decades that the concept of social
entrepreneurship has appeared in scholarly research, it has had
minimal progress in theory development (Short et al., 2009).
According to Nicholls (2010), research on social entrepreneurship is
in a pre-paradigmatic state characterised by deep discussions over the

legitimacy of the methods, problems and solutions appropriate for this



new field of study. The pre-paradigmatic status of social
entrepreneurship research has also attracted research from many
different disciplines that contest control over the legitimacy of the
field (Nicholls, 2010). A review by Short et al. (2009) of the articles
published on social entrepreneurship from 1991-2009 revealed the
diversity of disciplines contributing to the field, including
management (26%), entrepreneurship (11%), political science (10%),
economics (9%), marketing (6%), sociology (5%), education (5%),
anthropology (1%), finance (1%), and law (1%). As a result of this
diversity, there is a lack of consensus over what social
entrepreneurship actually means and its research agenda (Nicholls,
2010). However, there is one common ground, despite all of the
discrepancies, which is that the main characteristics of social ventures
are that they all have a social mission (Austin et al., 2006; Certo and
Miller, 2008; Mair and Schoen, 2007; Shaw and Carter, 2007).

In this thesis, I build my definition of social entrepreneurship
on this common ground of a social mission. Following the
distinguished scholars of entrepreneurship such as Gartner (1993),
Low and MacMillan (1988) and Davidsson and Wiklund (2001), I
define entrepreneurship as the emergence of a new venture.
Consequently, social entrepreneurship is defined as the emergence of
a new social venture, while social venture means a venture with a
social mission. The term “social venture” in this thesis generally
refers to the different terms used in the literature for firms with a
social mission such as social enterprise, social organisation and social
business. The meaning of social mission, however, is contextually
dependent. What is considered a social mission in one context may
not be a social mission in another, or might even be considered

destructive. Therefore, I adopt the broad view of Peredo and McLean



(2006) and define a social mission as one “to contribute to the welfare
or well-being in a given human community” (p.59). Chapter 2 will
further explain the definition of social entrepreneurship applied in this

thesis.

While research on social entrepreneurship can include the
social entrepreneur, process, venture, context or opportunity, in this
thesis I focus on the social venture. I study the factors stimulating the
emergence of social ventures and the interactions between social
ventures and commercial ventures. I also adopt a macro-oriented
approach; I am not concerned with the micro-level internal structure,
internal operation or legal form of social ventures. In this regard, the
definition of social venture provided here facilitates macro-level data
collection and uses the results of the previous research on all types of

ventures with a social mission.

1.2 The General Problem

The general problem of this thesis is centred on the emergence of
social ventures. Particular interest is given to understanding the
factors stimulating the emergence of social ventures and interactions
that may arise between the emergence of social ventures and the
demography (entry, exit and migration) of commercial ventures. With
interaction, I mean a bilateral relationship, that is how the emergence
of social ventures may influence the demography of commercial
ventures or how the demography of commercial ventures may
influence the emergence of social ventures. Moreover, I adopt a

macro-oriented approach to studying the general problem.



Despite the fast growth of social entrepreneurship in practice
and research, there is still not enough knowledge about the factors
influencing its emergence (Bacq et al., 2011; Hoogendoorn, 2016).
Researchers and policymakers tend to refer to the research results
from commercial entrepreneurship. However, despite some
similarities, social and commercial entrepreneurship have substantial
differences due to their different missions (Mair and Marti, 2009).
While for commercial ventures economic value creation has the
highest priority, for social ventures social value creation is at the core
of their mission (Certo and Miller, 2008; Mair and Schoen, 2007;
Shaw and Carter, 2007). Although there is almost a consensus among
scholars with regard to the priority of the social mission in social
ventures, few studies have tried to understand the factors that lead to
prioritising social gain over economic gain. Most of these studies are
concerned with the emergence of commercial ventures, while factors
influencing the emergence of social ventures are not empirically

investigated (Bacq et al., 2011).

Moreover, the high emergence rate of social ventures and the
fast growth of the sector has required social ventures to look for new
sources of finance such as generating revenue from commercial
activities (Doherty et al., 2014; Lehner and Kansikas, 2013; Santarelli
and Vivarelli, 2007). Social ventures have entered more and more into
the markets traditionally dominated by commercial firms. At the same
time, the recent increased emphasis on applying market mechanisms
for allocating public goods, initiatives like “reinventing government”
(Osborne and Gaebler, 1992) or “new public management” (Kettl,
1997), have also spurred commercial ventures to enter into markets
traditionally dominated by social ventures (Doherty et al., 2014;
Lehner and Kansikas, 2013; Santarelli and Vivarelli, 2007; Twombly,



2003). As a result, nowadays we are faced more and more with the
phenomenon of mixed-form markets, in other words markets where
social ventures, commercial ventures and government coexist
(Marwell and MclInerney, 2005). Despite the proliferation of mixed-
form markets, the literature has been almost silent about the different
interactions that may happen between social and commercial ventures
in these markets. Studies of social entrepreneurship are largely
concerned with defining it, while its function within the economic
system, particularly social ventures’ interactions with commercial

ventures, is largely unknown (Estrin et al., 2013).

The general problem of this thesis is one of the least
investigated areas of social entrepreneurship literature. Table 1.1
shows the results of reviews of social entrepreneurship literature with
regard to the topics addressed. As the table outlines, the topics
addressed in social entrepreneurship research can be categorised into
eight broad areas, while none of them include the emergence of social

ventures or the interactions between social and commercial ventures.

Table 1.1: Topics addressed by social entrepreneurship studies based on five recent reviews

Ferri and Eassmannshausen Kraus et al. Danko et al. Desa

Topics Urbano 011y *" ERHATT - 2014) @011) (2010)

Defining the phenomenon X X X X X

Comparison between social ventures
and commercial ventures

X

The influence of environmental factors

X
Social entrepreneurship process X X
. . . X
(particularly financial constrains)

Social impact, social value,
performance, and other consequences X X
of social ventures

Network and communities in social
entrepreneurship

Success factors X X

Performance metrics for social X




To study the general problem, this thesis adopts a macro-
oriented approach, wherein the general problem is studied at an
aggregate level and not at the level of a social venture or social
entrepreneur. Studies of social entrepreneurship have largely adopted
a micro-level analysis. Table 1.2 shows the results of four recent
reviews of social entrepreneurship literature. Although the reviews are
different for the coding and classification measures, all of them
indicate that the field of social entrepreneurship is dominated by
micro-oriented studies. Thus, the macro-oriented approach adopted by

this thesis is also one of its unique contributions.

Table 1.2: Share of micro- and macro-oriented studies in social entrepreneurship research

Ferri and Short et al. (Hoogendoorn ~ Granados et al.
Urbano (2009) et al., 2010) (2011)
(2011)
32 Articles 152 Articles 67 Articles 286 Articles
1998-2011 1991-2009 ending to 2009 1991-2010
Conceptual 78% 52% 57% 60%
Empirical 22% 48% 33% 40%
Micro 97% 74% 87% 82%
Macro 3% 22% 13% 8%

The general problem and the macro-oriented approach have
been selected not only due to their originalities but also their practical
and theoretical importance. However, in this section I am not going to
further discuss the practical and theoretical importance of this thesis; I
will leave this discussion to section 1.4 after specifically defining the

specific research questions in the next section.



1.3 The Specific Questions

To define the specific questions of this thesis, I follow the advice of
prominent entrepreneurship scholars such as Low and MacMillan
(1988) and Davidsson and Wiklund (2001). According to these
scholars, along with defining the research questions of a study, a
decision should also be made about the level of analysis of the
questions. As discussed in the last section, this thesis has adopted a
macro-oriented approach towards entrepreneurship. While different
macro levels of analysis are possible due to the nature of social
ventures and the general problem of this thesis, I found “region” to be
the most suitable level of analysis, as it means any subnational
administrative territory. Thus, the terms “region”, “local”, and

“community” are used interchangeably in this thesis.

Social ventures are usually perceived as locally based venture
(Clarence and Noya, 2009), and they tend to be embedded within
local communities and address their local social needs (Seelos et al.,
2011). Creating jobs, using local resources for public good and
reducing the expenses of the welfare system are some of the
contributions of social ventures to the development of regions)
(Borzaga and Tortia, 2009). In this regard, they have an important role
in local development (Borzaga and Tortia, 2009). Moreover, small
geographical areas such as regions or local communities better reveal
the interactions, competition or cooperation between social and
commercial ventures (Adler and Kwon, 2002; Audia et al., 2006). In
small geographical areas resources are more tightly bound, thus the
possible competition between different economic actors will be more
present (Zucker, 1989).



Having defined the level of analysis, the general problem can be
further defined as the regional factors influencing the emergence of
social ventures, and the interactions may arise between the emergence
of social ventures and the regional demography (entry, exit and
migration) of commercial ventures. Thus, specific research questions

of this thesis can be written as follows:

RQ1 What regional factors stimulate the emergence of social

ventures?

RQ2 What interactions may arise between the emergence of

social ventures and

a) the emergence of commercial ventures in a
region?

b) the closure of commercial ventures in a
region?

¢) the migration of commercial ventures in a

region?

Figure 1.1 shows a schematic view of the research questions.

Emergence
Ccv
Migration
cv

Figure 1.1: An overview of the research questions
SV: social venture CV: commercial venture

Regional Emergence

Factors
sV

10



I studied the above research questions both theoretically and
empirically. For theoretical analysis, I applied multiple theories
instead of a single theory. The application of multiple theories
provides more flexibility in selecting the theory that better fits the
nature of the question. For example, the nature of the first question of
this thesis is different from the other three questions. While the first
question is concerned with the factors influencing the emergence of
social ventures, the three other questions entail interactions between
social and commercial ventures. For the first question I applied the
demand and supply theory of entrepreneurship, which is well known
and used in previous research for studying the determinants of
commercial ventures. According to this theory, the emergence of a
venture requires that there should be both enough demand for the
venture and enough supply of the venture. Thus, it provides a
comprehensive view of the factors stimulating the emergence of a
venture from both the demand and supply side.

The application of multiple theories even lets us to investigate
similar questions from different perspectives. In this regard, to answer
the other three questions of this thesis, I used two different theories:
organisational ecology and market failure. While the theory of
organisational ecology investigates the interactions between social
and commercial ventures based on competition for input i.e. resource
similarity, market failure theory investigates it based on competition
for output i.e. products or customer similarity. Thus, applying these
two different theories lets us compare the results and better judge the
interactions between social and commercial ventures. It should be
noted that the above theories are not selected just based on the best fit
criteria, but they are also consistent with the philosophy of science, in
other words empirical realism and social theory — emergentism — of
this thesis. Chapter 2 will further explain the three theories of this

thesis and how they are selected.

11



The results of the theoretical analysis are presented in the form
of hypotheses and are further tested empirically. Considering the
macro-oriented approach of this thesis, two large-scale databases from
Sweden and the U.S. and two advanced statistical methods, feasible
generalized least squares (FGLS) regression and panel-corrected
standard errors (PCSE) regression, are used for empirical analysis.
Chapter 3 will further describe the databases and statistical analysis

methods applied in this thesis.

14 Originality and Importance

1.4.1 Originality

The originality of this thesis can be discussed from different
perspectives: research problem, macro-oriented approach, application
of established theories, large-scale databases, and data analysis
techniques. The originality of the research problem and the macro-
oriented approach of this thesis has been discussed in section 1.2. As
shown in Tables 1.1 and 1.2, the research problem is one of the least
investigated areas of social entrepreneurship research, and its macro-
oriented approach is rarely applied by previous studies of social
entrepreneurship. In this section, I will discuss the other three
originalities of this thesis: the application of established theories,

large-scale databases and advanced data analysis techniques.

In rigorous empirical research, it is expected that the
relationships between variables to be tested using theoretically driven
hypotheses (Short et al., 2009). In social entrepreneurship research,
however, the application of established theories is rare (Lehner and
Kansikas, 2013; Short et al., 2009). A review of 152 articles by Short
et al. (2009) showed that only less than one third of the articles were

12



based on established theories. Therefore, for social entrepreneurship
research to progress the application of established theories is critical
(Short et al., 2009). In this regard, the application of three established
theories in this thesis for theoretical analysis and hypothesis

development has increased its originality and contribution.

This thesis is also unique with regard to its large database. Data
collection is perhaps the greatest challenge for scholars and doctoral
students who want to study social entrepreneurship (Short et al.,
2009). A review of 72 empirical articles on social entrepreneurship by
Short et al. (2009) showed an average of 1,149 observations per
article. This average also included 16 quantitative articles that when
excluded the average sample size per article fell to only 15
observations. This figure for an established field such as strategic
management is 2,552 observations per article (Boyd et al., 2005).

The two large-scale databases of this thesis are analysed using
advanced regression methods — FGLS and PCSE — which have also
increased the originality of this thesis. Research on  social
entrepreneurship has rarely applied established empirical methods
(Short et al., 2009). Table 1.3 outlines the results of three recent
reviews of empirical studies on social entrepreneurship and the
methods applied in these studies. As can be seen, a small share of the
macro studies in social entrepreneurship used advance quantitative
methods such as regression. However, this figure is much higher in
more established fields of research. For example, a review of
commercial entrepreneurship studies from 1976-2004 by Dean et al.
(2007) showed that while the application of descriptive statistics
significantly declined over time, the application of linear regression
methods had the highest increase. Table 1.4 outlines the results of

their review divided into three 10-year intervals. However, after more
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than two decades of research on social entrepreneurship, the dominant

analysis techniques

correlation.

are still

simple descriptive

statistics and

Table 1.3: Quantitative techniques in empirical research on social entrepreneurship

Short et al. (2009)

Hoogendoorn et al.

Ferri and

(2010) Urbano (2011)
152 Articles 1991- 67 Articles 32 Articles
2009 ending to 2009 1998-2011
Micro-oriented 74% 87% 97%
Macro-oriented 22% 13% 3%
Descriptive 19% 3% 3%
Correlation 8% 10% 0%
Regression 3% 0% 0%

Table 1.4: Share of different quantitative methods in commercial entrepreneurship research

over time
Period 1 Period 2 Period 3
1976-1985 1986-1995 1996-2004
Descriptive statistics Descriptive statistics Hierarchical regression
56% 12% 16%

Nonparametric statistics
19%

Correlation analysis
8%

Nonparametric statistics
18%

Multiple regression
12%

Simple regression
14%

Multiple regression
13%

1.4.2 Practical Importance

The practical importance of this thesis can be attributed firstly to the
proliferation of policies and programmes for promoting social
entrepreneurship, and secondly to the increased interactions between
social and commercial ventures and the proliferation of mixed-form
markets. The positive socioeconomic outcomes resulting from social

ventures have attracted the attention of governments around the world
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(Clarence and Noya, 2009). For governments supporting social
ventures not only help them meet their employment objectives, but
also tackle other social and economic issues in a more efficient way
(OECD, 2013). In many cases, the solutions provided by social
entrepreneurs are also more innovative, sustainable and effective than
government intervention (Dees, 2007; Sassmannshausen and
Volkmann, 2013). As a result, social ventures currently play a key
role in many welfare policies with regard to employment, public
order, social inclusion, migration, or cultural development worldwide
(Hutton and Schneider, 2008; Prahalad, 2005; Seelos and Mair, 2007).
The UK government’s £732 million fund for social investment or the
U.S. government’s $50 million Social Innovation Fund are examples
of government programmes for stimulating social ventures (Nicholls,
2010). In addition, many foundations around the world have initiated
programmes to promote social entrepreneurship. For example, the
Ashoka Foundation has supported 2,000 fellows in more than 60
countries and awarded £220 million, the Skoll Foundation has
awarded £120 million in grants in five different continents, and the
Schwab Foundation has provided £4 million in funds for supporting

social entrepreneurs.

Despite huge investment by governments and foundations to
promote social entrepreneurship, there is little knowledge about the
factors stimulating the emergence of social ventures (Bacq et al.,
2011). As shown in Table 1.1, none of the main research areas in
social entrepreneurship research included the factors influencing the
emergence of social ventures. Often, the programmes in this area are
replicated from commercial entrepreneurship. However, the same
factors encouraging an individual to maximise profit through a

commercial venture may not be influential in driving them towards

15



starting up a venture with a social mission. Thus, the result of this
thesis with regard to the factors stimulating the emergence of social
ventures (RQ1) can be interesting and important for public
policymakers and foundations engaged in promoting social

entrepreneurship.

Moreover, the results of this thesis are also practically
important due to the increased interactions between social and
commercial ventures. The growth of the social entrepreneurship sector
and the need for new sources of finance have more frequently entered
social ventures into markets traditionally dominated by commercial
firms. At the same time, the increased emphasis on applying market
mechanisms for allocating public goods have also spurred commercial
ventures into markets traditionally dominated by social ventures
(Doherty et al., 2014; Lehner and Kansikas, 2013; Santarelli and
Vivarelli, 2007). Presently, we are faced more and more with the
phenomenon of mixed-form markets, thatis markets where social
ventures, commercial ventures and government coexist (Marwell and
Mclnerney, 2005).

Despite the proliferation of mixed-form markets, the literature,
as can also be seen in Table 1.1, has been almost silent about the
different interactions that may happen between social and commercial
ventures in these markets. According to Estrin et al. (2013),
entrepreneurship scholars should put more efforts on questions such
as: “would policymakers supporting one form of entrepreneurship
thereby crowd out or reinforce the other form? Does social
entrepreneurship compete with commercial entrepreneurship for talent
and other resources or could high rates of social entrepreneurship be

beneficial to commercial entrepreneurship?” (p.480). As a result,
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some distinguished scholars of entrepreneurship have called for more
studies in this area (e.g. Austin et al., 2006; Estrin et al., 2013; Zahra
and Wright, 2011). The results of this thesis on the interactions
between social and commercial ventures (RQ2a, RQ2b and RQ2c)
can provide regional policymakers with better insight into the
interactions between these two types of ventures and prevent
implementing entrepreneurship policies that even out each other’s
effect.

1.4.3 Theoretical Importance

While the problems addressed by this thesis are prevalent in practice,
there are no or very few theories in this regard. To date, most of the
theories for explaining the emergence of social ventures are applied
from other established fields such as commercial entrepreneurship or
organisational studies. Organisational theories are concerned with the
organisations that already exist (Katz and Gartner, 1988), and theories
developed from commercial entrepreneurship studies are largely
concerned with the emergence of ventures that maximise personal
gain, while social ventures emerge to maximise societal gains. There
has been a need for developing theories specifically explaining the
emergence of social ventures. Research on the emergence of social
ventures, such as this thesis, increases the body of knowledge on
emergence of social ventures, which can be later applied for the
development of specific theories on this issue. Similarly, with regard
to the interactions between social and commercial ventures, no theory
has been developed. Most of the theoretical models treat social and
commercial ventures as if they work in isolation (Hirth, 1999). Thus,
increasing knowledge in this area can help develop theories with
regard to the coexistence of social and commercial ventures and their

interactions.

17



Moreover, research on the interactions between social and
commercial ventures can also contribute to the theoretical
development of regional firm demography. New paradigms of
regional development emphasising knowledge, networking,
flexibility, and learning are largely based on the dynamism of its
driving force, which is Schumpeterian entrepreneurship (Castells,
1996; Fontes and Coombs, 2001; Cooke and Morgan, 1998). As a
result, studies of regional firm demography are mainly concerned with
commercial ventures, in other words intra-populational dynamics. In
fact there is very little knowledge of how the recent growth of the
social entrepreneurship sector can influence the demography of
commercial ventures in a region or can be influenced by it. Thus, the
results of this thesis with regard to the interactions between social and
commercial ventures can provide new insight into regional firm
demography and help development of theories within this
demography, which also considers social ventures.

Within regional firm demography, another theoretical
contribution of this thesis can be attributed to studying firm migration.
The rate of firm migration is estimated to be between 1.6-8% in
Europe (Mariotti, 2001) and 2.9% in the U.S. (Lee, 2008), which is
comparable or even higher than the rate of firm formation in some
regions. Despite its important role, firm migration is one of the least
investigated components of regional firm demography. Most of the
studies of firm demography focus on firm entry and exit. Therefore,
the results of this thesis with respect to firm migration (RQ2c) also
increase the body of knowledge of firm migration, leading to better
insight into regional firm demography and theoretical development of
the field.
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In addition to the research questions, the macro-oriented
approach adopted by this thesis to study the questions is also of high
theoretical importance. Micro-oriented studies are extremely valuable
in providing “thick” descriptions of the phenomenon under study.
They provide an in-depth and rich analysis of the phenomenon and the
interactions among many different events leading to its emergence.
Micro-oriented studies, however, suffer from the lack of
generalisability, that is the knowledge acquired from a social venture
might not be applicable to other social ventures. The lack of
generalisability of micro-oriented studies hinders the development of
general theories, a situation similar to the current status of social
entrepreneurship research, where despite the huge increase in the
number of publications the field is still distinctly under-theorised
(Dees and Anderson, 2006; Mair and Marti, 2006; Nicholls, 2009;
Nyssens, 2006; Short et al., 2009). Macro-oriented studies, on the
other hand, provide “thin” descriptions, meaning they use a specific
set of variables to predict an outcome. However, the results acquired
from macro-oriented studies have more generalisable results.

As shown in Table 1.2, to date the majority of research on
social entrepreneurship has been micro-oriented, while a well-
developed body of research needs a balanced amount of studies that
are accurate, specific and generalisable (Webb and Weick, 1979). For
example, a review by Dean et al. (2007) of commercial
entrepreneurship literature revealed that 61% of the articles were
based on a macro-level analysis, while Shook et al. (2003) showed
that 57% of the articles in strategic management literature had a
macro perspective. The scholarly field of social entrepreneurship will
be stagnant at the development stage unless future studies conduct
macro-level analyses (Lehner and Kansikas, 2013; Short et al., 2009).
In this regard, the macro-oriented approach adopted by this thesis can
facilitate theorising the field of social entrepreneurship.
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1.5 Structure of the Thesis

The remaining chapters are devoted to answering the research
questions. Figure 1.2 shows an overview of the remaining chapters.
As can be seen, the thesis continues in Chapter 2 with presetting the
theoretical framework of this thesis, including its underlying
assumptions (including a philosophy of science and theory of society),
definitions of key concepts (entrepreneurship and social
entrepreneurship), theories applied for hypothesis development, and a
review of previous research. After the theoretical framework, Chapter
3 explains the empirical framework of the thesis, including data
collection and data analysis techniques. Chapter 4 describes the
results of this thesis in the form of research papers. Finally, Chapter 5
presents some concluding remarks, including the answers to the
research questions, a discussion of the results, practical implications
of the results, limitation of this thesis, and some suggestions for future

research.
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Figure 1.2: The structure of the thesis

21




2. THEORETICAL FRAMEWORK

In this chapter, I define the theoretical framework of this thesis. I explain its
underlying assumptions, define its main concepts, select the theories, and provide a
review of previous research. The underlying assumptions of this thesis consist of
two parts: a philosophy of science and a theory of society. With regard to a
philosophy of science I adopt empirical realism, while for a theory of society I adopt
the emergence theory. Based on these assumptions, I define entrepreneurship as the
emergence of a new venture and social entrepreneurship as the emergence of a new
social venture. For theoretical analysis, instead of one single theory I applied
multiple theories and selected three middle-range ones: the theory of organisational
ecology, market failure theory, and the demand and supply theory of
entrepreneurship. Finally, I provide a review of previous research on the factors
influencing the emergence of social ventures and about the interactions between

social and commercial ventures.
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2.1. A Philosophy of Science

According to Burrell and Morgan (1979), the first questions that a
researcher in social science should answer are ontological: How is
social reality represented in the study? Does social reality exist in the
external world independent of the individual consciousness or has it a
subjective nature as a result of individual consciousness? The second
questions epistemological: How can one understand the world? What
is the nature of this knowledge, objective or subjective? and How can
this knowledge be communicated to others? (Burrell and Morgan,
1979).

To a large extent, answering the above ontological and
epistemological questions is a matter of personal belief, in other
words how one perceives social reality and how one thinks knowledge
about reality can be acquired. In my view, for an ontology in social
science it is important to determine its position with regard to
observables and unobservable entities since social science consists of
both types of entities. For example, the assertion that “market failure
leads to the emergence of social organizations”, includes both social
organisation, which is an observation term, that is it designates an
entity that can be personally observed, directly acquainted or
immediately experienced (Rozeboom, 1960), and market failure,
which is a theoretical term, that is it designates a theoretical entity that
is supposed to have directly observable effects but in itself is not
observable (Tuomela, 1973; Worrall, 1982).

Empirical realism is one of the paradigms of the philosophy of
science that has a clear view of unobservable entities. According to
the ontology of empirical realism, unobservable entities such as

theoretical processes, structures and mechanisms also have real
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existence similar to observed entities (Greenwood, 1989). In fact,
“real” in empirical realism stands for being mind-independent and not
necessarily observable (Slaney, 2001). This ontological view of
unobservable entities has important epistemological implications.
According to the epistemology of empirical realism, since
unobservable theoretical entities are real they can also have generative
power, as they can cause some observed phenomenon (Slaney, 2001).
This generative power is very important for scientific theorising since
scientific theories can also explain the existence of a social
phenomenon by attributing it to some unobservable theoretical
entities. Thus, in this thesis, and through the use of multiple theories, I
explain the emergence of social ventures or the interactions between
social and commercial ventures by attributing them to some

unobservable entities.

However, one may question the adoption of empirical realism
in this thesis since it would have been possible to use the same
theories within other paradigms such as positivism. The answer lies in
the knowledge that is produced. Since in empirical realism theories
denote to unobservable theoretical entities which are temporarily or
permanently inaccessible for direct examination, they are considered
to be “semantically open” and thus not possible to fully articulate their
meaning (Slaney, 2001). The knowledge produced by attributing to
those theoretical entities is not final and can be corrected as soon as

more knowledge is acquired about the hypothetical entities.

Although the above discussion of produced knowledge may
seem trivial to some, it is in fact what I want to emphasise in this
thesis by adopting the ontology and epistemology of empirical

realism. I do not view the knowledge produced in this thesis as final,
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but it can be corrected as soon as better theories are applied by future
research. Making this claim, however, would not be possible by
adopting the ontology and epistemology of positivism. The positivist
approach gives the ontological privilege to observables (Urry and
Keat, 1975) and theoretical terms are not considered scientific unless
they are defined based on observables (Donaldson, 2005). Therefore,
since knowledge in the positivist approach is produced by attributing
it to observable entities that are permanently accessible for direct

examination, the acquired knowledge is considered as final.
2.2. A Theory of Society

To define the assumptions of this thesis, I follow (Burrell and
Morgan, 1979) framework, which advises that, in addition to the
philosophy of science, the researcher must also define their
assumptions of the nature of society or its social theory. That is, do
society and social phenomena exist as collective entities or is the only
entity that exists the individual and all social phenomena can be
reduced to that? Defining the social theory is important for truly
understanding the definition of entrepreneurship presented in the next
section. As mentioned in the introduction section, entrepreneurship in
this thesis is defined as the emergence of a new venture. The term
“emergence” in this definition is not merely a synonym of “creation”
or “foundation”, but it is based on a specific theory of society known
as the emergence theory or emergentism, which forms the social

theory of this thesis.

Emergence theory tries to explain society as a complex
system, which individuals and their relations result in higher-level
social phenomena (Mihata, 1997; Sawyer, 2001). However, some
properties of these phenomena cannot be reduced to their components
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at the lower level (Menger, 2005). In this regard, the emergent
phenomenon is different from the resultant phenomenon, where the
higher-level entity is a sum or difference of its components.
Moreover, the higher-level entity in emergentism has causal power
over its components at the lower level, a phenomenon known as
downward causation (Campbell and Bickhard, 2011; Kim, 1992).
Downward causation complements the traditional reductionist
approach, which only considers upward causation from the lowest
level (Lemke, 2000). While the upward process in emergentism links
lower-level components to the higher-level emergent system,
downward causation constrains the activities at the lower level (Fuchs
and Hofkirchner, 2005).

Emergence theory is a middle approach between the two
extremes of individualism and collectivism in social science. In
individualism, the only real entities are individuals and all social
phenomena are reduced to individuals, and thus it avoids theorising
social groups (Sawyer, 2001). This has been the dominant view in
entrepreneurship research, ultimately trying to reduce the
entrepreneurship phenomenon to the entrepreneur. In contrast,
collectivism rejects the existence of any individual consciousness and
argues that individual consciousness is determined by the macro
structure. In my view, none of the extreme stances of individualism or
collectivism truly reflect the complexity of social phenomena and the
individual-collective relationship. Reducing social reality solely to
individuals fails to consider existing social phenomena such as social
pressures, domination, coercion, and manipulation, while assuming
the individual consciousness just as a reflection of society fails to take
into consideration individual action and thinking as the basis for
social change (Menger, 2005). On one hand, emergence theory avoids
the ontological problem of collectivism by accepting that the only
things that exist are the component parts of complex systems. On the
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other hand, it avoids the reductionist problem of individualism by
accepting that some properties of higher-level phenomena cannot be
simply reduced to lower-level components (Sawyer, 2001). Therefore,
emergence theory has received increased attention in social science
over the last two decades (Martin and Sunley, 2012).

2.3. Entrepreneurship

In this thesis, entrepreneurship is defined as the emergence of a new
venture. This definition is based on one of the leading approaches of
social entrepreneurship research advocated by distinguished scholars
such as Gartner (1985), Gartner (1993), Low and MacMillan (1988),
and Davidsson and Wiklund (2001). According to this approach, the
aim of entrepreneurship research is “to explain and facilitate the role
of new enterprise in furthering economic progress” (Low and
MacMillan, 1988, p.141). Therefore, new enterprise and as yet
established small businesses should be at the core of entrepreneurship
research (Davidsson and Wiklund, 2001; Low and MacMillan, 1988).
Researchers who want to make a wunique contribution to
entrepreneurship literature should consider new organisations as the
unit of analysis (Davidsson and Wiklund, 2001). In this approach,

entrepreneurship is defined as the emergence of a new organisation.

The concept of emergence in this definition is consistent with
the emergence theory. It originates from the pioneering work of Katz
and Gartner (1988), who saw the process of organisational emergence
as a complex, uncertain and equivocal process that cannot be defined
in a linear fashion. It is against the dominant trait approach in
entrepreneurship research, where the only key for explaining the
phenomenon of entrepreneurship is the entrepreneur’s traits and

personality characteristics since it is the hero entrepreneur who causes
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the entrepreneurship (Gartner et al., 1992). This approach has an anti-
reductionist view, wherein entrepreneurship is an emergent
phenomenon not decomposable solely to its lower-level components
such as the entrepreneur. As emphasised by (Gartner, 1993): “In
emergence, the whole becomes greater than the sum of its parts”
(p-235). Circumstance plays an important role in determining which
behaviour would take place, and the knowledge of what to do and
when to do it is acquired through the process of entrepreneurship
(Gartner et al., 1992).

The above definition of entrepreneurship is also consistent with
the unit of analysis of this thesis: the new organisation/venture. As
mentioned by (Aldrich, 1992), where it is required to generalise about
entrepreneurs, individuals should be studied, while where it is
required to generalise about new ventures, organisations should be
studied. Moreover, this definition also has the advantage of not being
confined to the economic space. While most of the definitions of
entrepreneurship are limited to the economic space (Steyaert and
Katz, 2004), this definition can be applied to a variety of spaces such

as the social space, which will be discussed in the next section.
2.4. Social Entrepreneurship

Based on the definition of entrepreneurship provided in the previous
section, social entrepreneurship is defined as the emergence of new
social venture. This definition, however, needs further clarification
with regard to the meaning of social venture. As discussed in the
introduction section, social entrepreneurship is at the pre-paradigmatic
stage lacking clear definitions and boundaries. According to
(Nicholls, 2010), scholars of social entrepreneurship take it almost for

granted that there is no consensus about what social entrepreneurship
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means. Yet, despite all the differences there is one broad agreement
among most of the approaches, which is that social ventures are
driven by social missions and willing to benefit society (Dacin et al.,
2010; Dees, 1998; Peredo and McLean, 2006). For commercial
ventures their economic mission has the highest priority and they try
to maximise their profit generation, while for social ventures their
social mission has the highest priority and they try to maximise their
social value creation (Austin et al., 2006). In fact, the commitment to
provide social value is what distinguishes social ventures from

commercial ventures (Peredo and McLean, 2006).

Therefore, based on this common ground, I define social
venture as a venture with a social mission. Defining social
entrepreneurship based on this understanding allows us to benefit
from the findings of most of the previous research on social
entrepreneurship. As outlined by Dacin et al. (2010), among all of the
definitions of social entrepreneurship, the definition that focuses on
the social mission has the most potential to provide a better
understanding of social entrepreneurship and develop practical

implications.

However, the above definition raises another question with
regard to the meaning of social: What is considered a social mission?
There is not one answer to this question. Social entrepreneurial
activities can have different meanings in different geographical and
cultural contexts (Mair and Marti, 2006). For example, while in one
context the mission of promoting a specific religion might be
considered a social mission, in another context it might be considered
as unproductive or destructive to society. Thus, what is counted as a

social mission is largely contextual dependent. In this regard, the
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criteria for a value or mission to be considered as social is generally
defined as “to contribute to the welfare or well-being in a given

human community” (Peredo and McLean, 2006, p.59).

2.5. Selection of Middle-range Theories

As discussed in section 1.3, in this thesis, instead of a single theory, I
apply multiple theories based on the nature of the research questions.
Applying a combination of theories sheds light on issues a single
theory cannot explain. One important point in selecting the theories is
that they should also be consistent with the social theory of this thesis
— the emergence theory. In this regard, I should look for middle-
range theories, those that link the minor working hypotheses to the
grand social theories (Merton, 1968). However, finding middle-range
theories consistent with a social theory is not an easy job since
middle-range theories are not specifically derived from social theories
(Merton, 1968). In fact, a social theory can be consistent with
different middle-range theories, and a middle-range theory can be
consistent with different social theories (Merton, 1968). Thus,
considering the unit of analysis of this thesis (i.e., organisations) and
the nature of research questions, I try to look for middle-range
organisational theories that are also consistent with the social theory

of this thesis (i.e., emergentism).

To select the middle-range theories, it is important to note the
difference between the first research question and the other three
questions of this thesis. While the first research question is about
factors stimulating the emergence of social ventures, the other three
questions are about the interactions between social and commercial
ventures. With regard to the first question (RQ1), entrepreneurship
literature can be divided into two perspectives: demand-side and
supply-side (Thornton, 1999). The demand-side perspective relates to
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the emergence of new ventures only to the existence of demand for
entrepreneurs in a market (Thornton, 1999). However, the supply-side
perspective relates it only to the adequate supply of individuals who
can take on entrepreneurial roles (Thornton, 1999). While most of the
previous research has been based on a supply-side perspective
(Hellerstedt et al., 2014), recent developments in entrepreneurship
research has emphasised the simultaneous application of both
perspectives to provide a comprehensive view of the factors
influencing the emergence of a new venture. Thus, to answer the first
research question (RQ1), I will apply the demand and supply theory
of entrepreneurship, which studies the emergence of a new venture
from both the supply perspective and the demand-side perspective.

The other three research questions are about the interactions
between social and commercial ventures. As such the theory of
organisational ecology seems a natural choice for theoretical analysis
of these questions. In organisational ecology, population
demographics, including founding, disbanding and transformation,
called vital rates by Carroll and Hannan (2000), are the most
important events to study (Aldrich, 1999). Most of the ecological
research has a demographic flavour and one of the three vital rates is
the dependent variable (Carroll and Hannan, 2000). The theory of
organisational ecology is based on environmental selection or the
evolutionary force. The growth or decline of an organisational
population is determined by the availability of environmental
resources known as the environment’s carrying capacity (Audia et al.,
2006). Competition for scarce resources (Hannan and Freeman, 1977;
McPherson, 1983) or cooperation based on complementary functions
(Barnett, 1990; Fombrun, 1986; Hawley, 1968) determines the size of
a population of organisations in a region. The theory of organisational

ecology is applicable to entrepreneurship studies, where the
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emergence of a new organisation is a sign of successful
entrepreneurship (Baum and Singh, 1994; Tucker et al., 1990). Thus,

it has been selected as the second middle-range theory.

The theory of organisational ecology, however, studies the
interactions between social and commercial ventures only in relation
to their input (i.e., resources). It is possible that social and commercial
ventures use a different set of resources but compete based on their
output (i.e., products and customers). Yet, only studying the
interactions between social and commercial ventures based on their
input may not grasp the whole picture of interactions between the two
ventures. In addition to the theory of organisational ecology, I found it
beneficial to also apply another theory that studies the interactions
between social and commercial ventures based on their outputs:
market failure theory. This is one of the most applied theories for
explaining the emergence of social ventures (Salamon et al., 2000;
Teasdale, 2012). It explains the emergence of social ventures based on
demand for their output (i.e., products or services). According to this
theory, social ventures emerge as a weak functioning of the market
and the state to fill the needs neither met by the market nor the state
(Mair and Marti, 2009; Nissan et al., 2012; Weisbrod, 1977).
Applying market failure theory allows us to investigate how the
emergence of social ventures for delivering a product or service can
influence the other commercial ventures producing similar products or
services, or how they can be influenced by them. Thus, using both
market failure theory and the theory of organisational ecology enables
us to study the interactions between social and commercial ventures

from different perspectives based on their inputs and outputs.
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2.6. Comparison of Middle-range Theories

Table 2.1 shows an overview of all three middle-range theories of this
thesis classified based on the types of research question they address
and the research discipline they originated from. As is seen in the
table, each of these theories originally developed from three different
research disciplines. The demand and supply theory of
entrepreneurship originated from commercial entrepreneurship
studies, the theory of organisational ecology from organisational
studies, and market failure theory from social entrepreneurship

studies.

Despite differences in their origin, all three theories are based
on the notion of equilibrium. Market failure theory and the demand
and supply theory of entrepreneurship are based on market
equilibrium, and the theory of organisational ecology is based on the
equilibrium between the number of firms and the amount of
environmental resources. However, these three theories have different
views on reaching the equilibrium state. While market failure theory
and organisational ecology study the condition of equilibrium only
from the demand side, that is demand for unmet social needs and
demand for unused environmental resources, the demand and supply
theory of entrepreneurship studies it from both the demand and supply
side. According to the demand and supply theory of entrepreneurship,
only satisfying the demand of a specific venture would not lead to

equilibrium, but there should also exist enough supply of the venture.
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Table 2.1: The selected middle-range theories for theoretical analysis

Questions 2,3 4

Question 1 . .
Interactions Between Social and

Emergence of Social Venture .
Commercial Ventures

Originated from Social .
i . Market Failure
Entrepreneurship Studies

Originated from (.Zomme.rcial Demand and Supply
Entrepreneurship Studies

Originated from Qrganisational

; Organisational Ecology
Studies

Finally, the three selected theories are consistent with the social
theory of this thesis (i.e., emergence theory). All three theories
attribute the source of change to a higher-level reality in the
environment outside the organisation, admitting the notion of
downward causation. While market failure theory and demand and
supply theory attribute the source of change to the invisible hand of
the market, organisational ecology attributes the source of change to
the evolutionary force of the environment. Table 2.2 compares the
three middle-range theories based on the higher-level reality they
attribute the source of change to and their condition for reaching
equilibrium.

Table 2.2: A comparison of the three middle-range theories

Higher-level Reality

K Equilibrium Condition
(Downward Causation)

Organisational Ecology Evolutionary Force Demand
Market Failure Market Mechanism Demand
Demand and Supply Market Mechanism Demand & Supply

2.7. The Middle-range Theories
2.7.1. Demand and Supply Theory of Entrepreneurship

The demand and supply theory of entrepreneurship was originally
developed for studying the emergence of commercial ventures, but

recently it has also been applied to studying social entrepreneurship
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(e.g., Nicholls, 2008). It is argued that social entrepreneurship
research could progress more quickly by applying the knowledge and
the established theories of commercial entrepreneurship (Dees and
Anderson, 2006; Griffiths et al., 2013). Therefore, I apply this theory

to studying factors influencing the emergence of social ventures.

The demand and supply theory of entrepreneurship in this
thesis explains the emergence of social ventures as a result of factors
influencing both the demand and supply of social entrepreneurship.
The demand side includes factors such as the prevalence of
unsatisfied needs (Zahra et al., 2008). Higher demand, however, does
not necessarily lead to the emergence of more social ventures, but
there should also be enough supply of social entrepreneurs to satisfy

those demands.

The supply side includes factors influencing the labour market
to choose social entrepreneurship as a career (Verheul et al., 2002;
Wennekers et al., 2002). They are usually the characteristics of the
population, that is the demographic factors (Verheul et al., 2002).
Studying the supply- and demand-side factors is not always easy since
sometimes they are interconnected or they may have opposite effects
on both sides. For example, while older individuals are more likely to
start a social venture (Parker, 2009), they are also the main costumers
of social services, ultimately increasing the demand for social

ventures.
2.7.2 Theory of Organisational Ecology

The theory of organisational ecology tries to understand how the
environment and dynamics between organisational populations lead to
the emergence of different organisational forms (Hannan and

Freeman, 1987). According to this theory, there are finite amounts of
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resources in each environment, called the carrying capacity, that
confine the number of organisations that can coexist in a population
(Aldrich, 1990). Access to environmental resources is determined by
the number of organisations in a population (i.e., intra-populational
dynamics), but also through interactions with other populations of
organisations (i.e., inter-populational dynamics) (Paarlberg and
Varda, 2009). Competition or cooperation for scarce environmental
resources influences the size of a population or population density in a
region (Barnett, 1990; Hannan and Freeman, 1977; McPherson,
1983). The intensity of competition is determined by the similarity of
resources (Baum and Singh, 1994; McPherson, 1983), and more
resource similarity leads to higher competition (Baum and Mezias,
1992).

The unit of analysis in organisational ecology is population,
which consists of organisations that have similar characteristics and
use similar resources (Hannan and Freeman, 1977). However,
population is an abstract concept and not an object in the reality, and
its definition depends on the researcher’s concern (Carroll et al., 1984;
Hannan and Freeman, 1977). For example, the population of
newspaper organisations can be defined based on their size, their
vertical integration or their location such as suburb versus city
(Carroll et al., 1984).

2.7.3 Market Failure Theory

The market failure theory views the size of the social entrepreneurship
sector as a result of a weak functioning market and state (Mair and
Marti, 2009; Nissan et al., 2012; Nyssens, 2006; Zahra et al., 2008).
According to the neoclassical economic theory, imperfect markets

justify government intervention (Weisbrod, 1977). Since there rarely
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exists a perfect market, government always undertakes various actions
like maintaining institutions or producing public goods (Hoogendoorn
et al., 2010). Sometimes governments fail to perform their functions
and thus the market failure is socially undesirable (Hoogendoorn et
al., 2010). With regard to market failure theory, social ventures
emerge to fill the gap that neither the market nor the government have
addressed (Weisbrod, 1977). In fact, failures are perceived as
opportunities for the emergence of social ventures (Austin et al.,
2006; Hoogendoorn et al., 2010). For example, the prominent social
entrepreneurship figure and the winner of the Nobel Peace Prize in
2006, Mohammad Yunus, perceived the failure of the capital market
in rural Bangladesh and the failure of government to correct it as an
opportunity and he founded the Grameen Bank, a microfinance

organisation providing rural poor with small startup capital.

Market failure theory is a prominent theory in research on
social nonprofit ventures (Salamon et al., 2000), and empirical
evidence have been presented to confirm that. For example, Kerlin
(2009) study of seven countries and regions showed that market
failure and the lack of governmental social programmes are the main

reason for the emergence of social ventures.
2.8. Literature Review

After explaining the assumptions, definitions and theories of this
thesis, and before empirical analysis, I provide an overview of the
previous related research in this section. Since the research questions
of this thesis are in two categories — factors influencing the
emergence of social ventures, and the interactions between social and
commercial ventures — a literature review is also provided for these

two areas. To avoid repetition, the review of the factors influencing
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the emergence of social ventures is based on Paper 2 of this thesis,
which outlines a comprehensive overview of previous studies that

investigated the determinants of social entrepreneurship.

2.8.1 Factors Influencing the Emergence of Social Ventures

This section is a summary of Paper 2: The Likely Determinants of
Social Ventures, which divides the results of previous studies of the
determinants of social ventures into two broad groups: individual
factors and environmental factors. Individual factors are associated
with the social entrepreneur, while environmental factors are
associated with the influence of the macro environment. Although in
the following parts I provide an overview of previous findings with
regard to both individual factors and environmental factors, as
discussed this thesis is conducted with a macro perspective and is not

concerned with individual factors at the micro level.

Among the individual factors, research on gender, education,
age, networking skill, and risk taking is dominant. With regard to
gender, research shows a gender gap similar to that of commercial
entrepreneurship, in other words there are more male than female
social entrepreneurs (Bosma and Levie, 2010; Harding and Cowling,
2006; Parker, 2009). However, it seems like the gender gap in social
entrepreneurship is much smaller than in commercial entrepreneurship
(Bosma and Levie, 2010; Harding and Cowling, 2006; Parker, 2009;
Santos, 2012). Previous research also found a clear relationship
between education and social entrepreneurship. While results of
research on the relation between education and commercial
entrepreneurship are mixed (Parker, 2009), most of the research
reported a positive relationship between education, particularly higher

education, and social entrepreneurship (Bosma and Levie, 2010;
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Harding and Cowling, 2006; Hoogendoorn, 2016). Studies of age and
social entrepreneurship have contradicted similar studies in
commercial entrepreneurship. While the relationship between age and
commercial entrepreneurship has been reported to follow an inverted
U-shaped pattern (Bergmann and Sternberg, 2007; Kelley et al., 2012;
Parker, 2009), social entrepreneurship research found a U-shaped
pattern in that young and old people are more likely to take part in
social  entrepreneurial activities than middle-aged people
(Hoogendoorn, 2016; Parker, 2009). For risk taking and networking
skills, research results on social entrepreneurship are similar to
commercial entrepreneurship, as social entrepreneurs tend to take
risks and have good networking skills (Peredo and McLean, 2006;
Tan et al., 2005; Zahra et al., 2009).

With regard to environmental factors, previous research has
mainly been concerned with the influence of government and wealth
on social entrepreneurship. Very few studies also investigated the
influence of sociocultural factors, and research on the influence of
both government and wealth has not be conclusive. Some researchers,
in accordance with market failure theory, have said that higher
government expenditure leads to fewer unmet needs and thus fewer
social ventures (Nissan et al., 2012; Salamon et al., 2003; Weisbrod,
1977). On the other hand, some argue that higher government
expenditure leads to more social ventures (Borzaga and Defourny,
2001; Nyssens, 2006; Salamon et al., 2000; Sud et al., 2009). In a
similar way, some have outlined that wealthier countries have better
welfare and thus less unmet needs leading to less social ventures
(Nissan et al., 2012). However, some scholars argue that in wealthier

countries people can afford to think of others, leading to higher rates
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of social venture emergence (Bosma and Levie, 2010; Inglehart and
Baker, 2000). For the sociocultural factors, studies reported a positive
relationship between the emergence of social ventures and the
existence of a supportive attitude towards social entrepreneurship
(Ferri and Urbano, 2011) and the existence of an individualistic

culture (Hoogendoorn et al., 2010).

Although the findings of previous studies are insightful, most
are based on descriptive case studies. Thus, there is a need for more
generalisable studies based on large-scale databases, which is in fact
one of the aims of this thesis.

2.8.2 Social and Commercial Venture Interactions

As previously mentioned, research, either conceptual or empirical, on
the interactions between social and commercial ventures is scarce.
However, among many scholars of social entrepreneurship there is a
tendency to assume a symbiotic dynamic between social and
commercial ventures. Some scholars argue that there are indirect
benefits that commercial ventures get from the operation of social
ventures in a community due to positive spillovers generated by social
ventures (Estrin et al., 2013; Mair and Marti, 2009; Mair et al., 2012;
McMullen, 2011). For example, commercial ventures can benefit
from the increased social capital in a region resulting from the
operation of social ventures (Estrin et al., 2013) or from the
institutional change resulting from social entrepreneurial activities in
a region, which can create new markets for commercial ventures
(Mair and Marti, 2009; Mair et al., 2012; McMullen, 2011). Some
scholars also claimed that there are direct benefits that commercial

ventures get from the existence of social ventures. According to this
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view, social ventures have a complementary role to commercial
ventures and government (Bahmani et al., 2012) with different
resource requirements implying that they do not compete with each
other. In this regard, mutualism and the symbiotic relationship

between organisations increase (Baum and Singh, 1994).

Another line of studies, mainly empirical and from nonprofit
social ventures, assumed a competitive relationship between social
and commercial ventures, and tried to compare the result of this
competition on the outcomes of these ventures. These researchers
mainly investigated the influence of presumed competition on the
resource acquisition and service delivery of nonprofit social ventures
and commercial ventures (Weerawardena et al., 2010). The point of
interest is the influence of competition between nonprofit social
ventures and commercial ventures on their efficiency and output
quality (Schlesinger, 1998; Weisbrod, 1998).

In most previous research, however, the interactions between
social and commercial ventures has not been explicitly at the centre of
the studies. There are only two recent studies entirely devoted to
studying this dynamism. Estrin et al. (2013) investigated the
interactions between the prevalence rate of social and commercial
ventures among the 47 countries surveyed by the Global
Entrepreneurship Monitor (GEM) in 2009. The results showed that
countries with a higher prevalence rate of social entrepreneurship also
experienced a higher prevalence rate of commercial entrepreneurship.
Yet, the opposite did not hold true, that is countries with a higher
prevalence rate of commercial entrepreneurship experienced a lower
rate of social entrepreneurship. The level of their analysis (i.e.,
country) may not be appropriate for studying the interactions between

social and commercial ventures. As discussed, small geographical
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areas are a more appropriate level for studying interactions since
resources are more regionally bound. For example, the reported
positive influence of social entrepreneurship on commercial
entrepreneurship could just be the result of an abundance of resources
in some countries leading to the creation of both types of ventures.
Therefore, in another study by (Abarca and Anokhin, 2012), the
interactions between social and commercial ventures were
investigated in the small 88 counties of the State of Ohio in the U.S.
from 2003-2007. The results of their study showed that the emergence
of social ventures had a negative influence on the emergence of
commercial ventures. Their study, however, did not investigate the

opposite relationship.
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3. EMPIRICAL FRAMEWORK

In this chapter, I describe the collected data and analytical techniques that will be
applied for empirical analysis. The required data for this thesis are collected from
two different contexts, the U.S. and Sweden, and three different techniques are used
for data analysis.

43



3.1 Data Collection

The empirical analysis of this thesis is based on two databases from
two different contexts: Sweden and the U.S. To facilitate data
collection from different contexts, this thesis only focuses on ventures
registered under the legal form of nonprofit. To obtain this status, a
venture should explicitly declare its social mission and show that it is
the venture’s highest priority. Thus, there is no need to worry about
identifying the social mission of ventures in different contexts.
According to Townsend and Hart (2008), entrepreneurs tend to
choose a for-profit form when profit maximisation dominates and a
nonprofit form when social mission dominates. A review by Peredo
and McLean (2006) showed that in 83% of the publications the term

“social entrepreneurship” refers to nonprofit social ventures.

In addition, both databases include data from different types of
commercial ventures and many different regional characteristics. In
the following parts of this section each of these databases are further

explained.
3.1.1 Data from Sweden

The Swedish database is large and integrated from about 15 different
longitudinal databases acquired from Statistics Sweden (SCB). It
includes data of social and commercial ventures from all of the 290
municipalities across the country from 1990-2014. The database for
social ventures includes data of all the ventures registered under the
legal form of “ideella foreningar” in Sweden. These are the nonprofit
social ventures with non-distribution constraint of profit and they are
eligible to be tax exempt (although not necessarily exempted)
(Lundstrom and Wijkstrom, 1995). Thus, the startup ideella

foreningar satisfies all of the requirements of a social venture as
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defined in this thesis (i.e., the emergence of new social organisation)
since they are newly emerged social organisations with the sole
purpose of meeting social needs. With respect to commercial
ventures, data of all the firms registered under the legal forms of
“Aktiebolag” and “Handelsbolag” were collected. Aktiebolag and
Handelsbolag refer to ‘limited companies other than banking and
insurance companies and limited partnerships, respectively, and are
the two most common types of pure commercial ventures in Sweden.
The Swedish database also includes regional demographic and

economic data from all of the municipalities in Sweden.

Three of papers of this thesis, Papers 3, 4 and 5, are based on
data acquired from Sweden. Each of these papers includes different
dependent, independent and control variables. Since the economic
regions are not homogeneous, all of the variables are standardised to
make them comparable across different regions. There are two known
ways of standardisation: labour market approach and ecological
approach. In the labour market approach the absolute number for a
variable is divided by the total labour workforce in a region, while in
the ecological approach the absolute number is divided by the total
number of firms in the region. Both of these methods are used in

different papers of this thesis.

Paper 3 investigates the demand and supply factors that may
stimulate the emergence of social ventures. Thus, the dependent
variable in this paper is the entry of social ventures and the
independent variables are the portion of male workforce in the
population (gender), level of education, portion of entrepreneurs in the
employed population (role model), income per capita (wealth), rate of

unemployment, per cent of population between 50-70 (age), and a
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dummy variable for the municipalities with population above 100,000
inhabitants (urbanisation). All of the variables are standardised using
the labour market approach. Table 3.1 shows the variables used in

Paper 3 and their descriptive statistics.

Table 3.1: Descriptive statistics of variables used in Paper 3

Variable Mean Std. Dev.  Min Max
Social venture entry rate ~ 0.0383 0.0598 0.0011 1.7981
Gender 51.0632  0.9706 47.8030  55.6061
Education 0.0027  0.0042 0.0 0.0440
Role model 9.4541 2.6152 3.9 22.6
Wealth 51628  0.2439 46012  6.1232
Unemployment 77796  2.4415 25 20.8
Age 33.8728  4.1866 19.3006  45.4938
Urbanisation 0.0414 0.1992 0.0 1.0

Paper 4 investigates the influence of the entry, exit and
prevalence of social ventures on the entry of commercial ventures.
Thus, in this paper the dependent variable is commercial venture
entry, and the independent variables are social venture entry, social
venture exit and social venture density. Eight control variables have
also been used in this paper: number of entrepreneurs in the employed
population (entrepreneurial role models), average income, rate of
unemployment, population increase, population density, a dummy
variable for the municipalities with population above 100,000
inhabitants (metropolis), tax rate, and the level of education. As
discussed, all of the variables have been standardised using the
ecological approach. Table 3.2 outlines the variables used in Paper 5

and their descriptive statistics.
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Table 3.2: Descriptive statistics of variables used in Paper 4

Variable Mean Std. Dev. Min Max
Commercial Venture Entry Rate 9.258774 11.252 0.4709576 836.5958
Social Venture Entry Rate 9.85048 12.69887 0.3257329 314.8148
Social Venture Exit Rate 9.727059 14.8953 0.274223 766.6667
Social Venture Density 0.3060167 0.1812831 0.0050658 2.366246
Entrepreneurial Role Models 9.454082 2.615182 3.9 22.6
Average Income 5.162826 0.243911 4.601162 6.12315
Unemployment 7.77958 2.441533 2.5 20.8
Population Increase 0.1087911 3.08578 -38.01566 100
Population Density 128.0263 432.6779 0.2 5073.6
Metropolis 0.0413793 0.1991797 0 1
Tax Rate 31.89767 1.206584 26.47 34.75
Education 85.76976 6.951735 41 100

Paper 5 is somehow the opposite of Paper 4 in that it investigates the
influence of commercial ventures’ entry, exit and prevalence on the
entry of social ventures. Thus, the dependent variable in Paper 5 is the
social venture entry rate, and the independent variables are
commercial venture entry rate, commercial venture exit rate and
commercial venture prevalence rate. Six different control variables
including a dummy variable for the municipalities with population
above 100,000 inhabitants (metropolis), average income, portion of
population between 15-30 and 50-70, level of education, amount of
public expenditure, and number of people who receive financial
assistance in a region (assistance recipients) have also been used. All
of the variables are standardised using the labour market approach.
Table 3.3 shows the list of all the variables used in Paper 5 and their

descriptive statistics.
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Table 3.3: Descriptive statistics of variables used in Paper 5

Variable Mean Std. Dev. Min Max
Social Venture Entry Rate 0.038 0.060 0.001 1.798
Commercial Venture Entry Rate 0.390 0.196 0.026 5.365
Commercial Venture Exit Rate 0.293 0.123 0.010 1.692
Commercial Venture Prevalence Rate 3.188 1.268 0.048 38.149
Metropolis 0.041 0.199 0.000 1.000
Average Income 5.163 0.244 4.601 6.123
Population 15-30 & 50-70 57.724 2.598 50.284 66.306
Education 8.365 2.659 3.600 27.600
Public Expenditure 10.894 0.231 10.315 11.526
Assistance Recipients % 0.036 0.014 0.000 0.104

3.1.2 Data from the U.S.

The U.S. database includes data from all 88 counties of the State of
Ohio from 2003-2007. Similar to the Swedish database, data for social
ventures in the U.S. database include nonprofit social ventures with
non-distribution profit constraint. Data were gathered from the
Internal Revenue Service (IRS) Masterfile and Microdata Files.
Nonprofit ventures were selected based on their tax information since
these ventures are tax exempt in the U.S. All other ventures are
categorised as commercial ventures. Other regional data for each
county were collected and integrated from several secondary sources,
including the Ohio Department of Job and Family Services, U.S.
Census Bureau, Ohio Department of Development, Ohio Department
of Taxation, Ohio Bureau of Workers” Compensation, Ohio Secretary
of State, Bureau of Economic Analysis, and National Bureau of
Economic Research.

It should be noted that although data are gathered from Ohio’s
88 counties they are well representative of the whole U.S. due to the

specific characteristics of the state. Most importantly, the number of
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active social ventures per 100,000 inhabitants in Ohio is 585, which is
exactly the same as the national average (Internal Revenue Service).
The number of entrepreneurs per 100,000 inhabitants in Ohio is 270,
which is also very close to 290 for the whole of the U.S. (Fairlie,
2014). Ohio also has an income per capita of $32,000, which is also
close to the national average of $34,000 per capita (United States
Department of Commerce). Moreover, the diversity within Ohio,
which contains urban, suburban and rural areas, makes it an
interesting environment to test our hypotheses. Thus, Ohio can well
represent the U.S. and the results of our study can be generalisable to

the whole country.

U.S. data were used for the empirical analysis of Paper 6, which
compares the influence of social ventures’ entry and commercial
ventures’ entry on the rate of firm migration in a county in the form of
two main hypotheses. It also includes two moderating hypotheses that
investigate the moderating effect of wealth (income per capita) on the
two main hypotheses. The paper has one dependent variable, which is
the net rate of venture migration, and there are two independent
variables consisting of the entry rate of commercial ventures and the
entry rate of social ventures and one moderating variable as the
income per capita. Nine control variables are also included in the
model as property tax, income tax, sales tax, rate of unemployment,
rate of high school dropouts, rate of adults with a bachelor’s degree or
above in the population, number of commercial ventures per 100
inhabitants (industry intensity), income growth, and a variable
controlling for the 200 largest companies in each county (flagship
companies). Table 3.4 shows the list of all the variables used in Paper
6 and their descriptive statistics.
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Table 3.4: Descriptive statistics of variables used in Paper 6

Variable Mean Std. Dev.
Net Venture Migration Rate -1.875 2.722
Commercial Venture Entry Rate 10.514 3.106
Social Venture Entry Rate 6.866 5.928
Property Tax Rate 49.166 7.912
Income Tax Rate 0.629 0.373
Sales Tax Rate 1.129 0.316
Unemployment Rate 5.846 1.488
Income Per Capita 26.148 6.176
High School Dropouts 0.188 0.053
Adults with Bachelor’s or Above 0.149 0.068
Industry Intensity 2.012 0.365
Population Growth 1.002 0.01
Income Growth 0.988 0.123
Flagship Companies 2.395 3.608

3.2 Data Analysis

One important point in selecting the appropriate data analysis
technique is the nature of the data. In this thesis, the nature of the data
is panel data, in other words observations from several regions over
several years. An important issue for these types of data is that the
observations obtained from the same region may show some
similarity with each other. People living in the same region may share
similar experiences and characteristics that distinguish them from
people from other regions. Therefore, the observations of their
entrepreneurial behaviour or other variables may not be independent
from each other, thereby violating one of the assumptions of ordinary
least squares regression (OLS). The application of OLS regression
would create a biased standard error estimate resulting in unreliable
significance levels (Rabe-Hesketh et al., 2005).
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Therefore, the data should be analysed using methods that
control for panel-error assumptions such as heteroscedasticity and
contemporaneous  correlation  (Wooldridge, 2002). Feasible
generalised least squares (FGLS) and panel-corrected standard errors
(PCSE) are the two possible techniques that correct for panel-error
assumptions. These methods have also been used in previous
entrepreneurship studies (e.g. Acs et al., 2012; Herrera-Echeverri et
al., 2014; Loveridge and Nizalov, 2007; Noguera et al., 2015). Thus,
these two data analysis techniques were used for the four empirical
papers of this thesis. While Papers 3, 5 and 6 used FGLS regression,
Paper 4 applied the PCSE regression method for its empirical
analysis. When applying these methods, all of the independent and
control variables were lagged for one year to reveal causality. The
results of these analyses and a summary of the papers are presented in

the next chapter.
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4. SUMMARY OF PAPERS

In this chapter, I present the results of the theoretical and empirical analysis of this
thesis in the form of six papers. A summary of the second paper was presented in
Chapter 2 and this chapter provides summaries of the five remaining papers.
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4.1 Paper 1: Social Enterprises and Regional Development:
Important Contributions Unappreciated

Paper 1 provides an overview of the different ways that social
ventures contribute to regional development. As mentioned in this
paper, one of the ways that social ventures contribute to regional
development is their interactions (dynamics in the paper) with
commercial ventures. This is because most of the previous studies had
supposed a symbiotic interaction between social and commercial
ventures, where commercial ventures would necessarily benefit from
it. However, as I further noticed, no empirical study existed in this
regard. Therefore, I further investigated the interactions between
social and commercial ventures empirically. In fact, this paper acted

as a field study before starting the main project that is this thesis.

The paper begins with the definition of a region, which it
defines as any territorial boundaries within a country. In this regard,
terms like “region”, “local” and “community” are used
interchangeably in this paper. Social venture is also defined as any
venture that prioritises social value creation over economic value
creation. The paper outlines that the literature on regional
development has mainly been dominated by economic theory, while
in fact it is a socioeconomic phenomenon. With this understanding of
regional development, the paper lists eight different contributions of
social ventures to regional development discussed in previous
literature. These contributions are classified based on two criteria:
type of contribution, economic or social, and way of contribution,
direct or indirect. Direct contributions are the immediate outcomes of
social venture activities like alleviating a specific problem or job

creation, while indirect contributions are the long-term benefits
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resulting from the operation of social ventures in a community such as
generating social capital or re-establishing economic cycles. Table 4.1

provides an overview of all the contributions discussed in the paper.

Table 4.1: Contributions of social ventures to regional development

Direct Indirect
Job Creation Re-establishing local Economic Cycles
. Earned Income and Wealth Increasing the Founding Rate of
Economic Creation Commercial Ventures
Creating Social capital
. Alleviating Social Problems Building Symbiotic Networks
Social

Enhancing Regional Brand

Source: Kachlami (2013a)

As can be seen in Table 4.1, the paper lists three different direct
contributions for social ventures, two economic and one social. The
first, and the most known contribution of social ventures and the
reason for their creation, is solving a social problem. Social value
creation is the main outcome of the activities of social ventures (Mair
and Marti, 2006; Weerawardena and Mort, 2006; Zahra et al., 2009).
Thus, one of the immediate contributions of social ventures is
alleviating social problems. Moreover, social ventures account for a
considerable share of employment. For example, according to a study
by Anheier and Salamon (2006) in 35 countries, 39.5 million or 4.4%
of the active population in these countries are employed by social
ventures. This is in addition to the many who work as volunteers in
these ventures. The third contribution of social ventures is attributed
to wealth creation. The jobs created by social ventures not only
increase the wealth of those who are employed through earned income
but also the wealth of their clients through the services and products
they provide (Nicholls, 2005). For example, they also create wealth
for their clients through loans and financial services that provide for

them.
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The paper attributes five indirect contributions to the operation
of social ventures in a region: creating social capital, building
symbiotic networks, re-establishing local economic cycles, increasing
the founding rates of social ventures, and enhancing regional brands.
Increasing social capital is one of the most discussed contributions of
social ventures (e.g. Evans and Syrett, 2007; Teasdale, 2009). For
example, according to Evans and Syrett (2007), social ventures are
effective generators of social capital. Social ventures also tend to
cooperate with other regional actors and build symbiotic networks
based on mutual benefits to secure scarce resources (DiMaggio and
Anbheier, 1990; Meyskens et al., 2010). All of the actors operating
within a symbiotic network benefit from working together for
enhancing individual, community and regional development
(Meyskens et al., 2010). For example, Telenor, the Norwegian
telecommunications company, and Grameen Bank, the microfinance
social venture in Bangladesh, created a partnership. As a result,
Telenor could penetrate into the mobile phones market in Bangladesh
and use the big local network of Grameen Bank, while the poor in

Bangladesh could access cheap mobile phones.

Re-establishing the local economic cycle is particularly
important for distressed and underdeveloped areas. There are three
different ways that social ventures help re-establish the local
economic cycle. Firstly, through generating local income and jobs.
Since social ventures are usually locally embedded and rarely
delocalise, the jobs and income they create remain in the community.
Secondly, through creating symbiosis networks with other regional
actors, as discussed, they improve the functioning of the local market.
Thirdly, through specific activities designed for economic

transformation. For some social ventures, re-establishing the local
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economic cycle is their mission. Social ventures may also indirectly
contribute to the economic development of a region through
encouraging the creation of commercial ventures. The increased social
capital, the symbiotic networks that they create with other actors, and
the better socioeconomic environment that social ventures create in a
locale can attract commercial ventures. Finally, all the above-
mentioned benefits of social ventures in a region leading to a better
living neighbourhood can also enhance the brand of a region. Thus,
enhancing the regional brand can be considered an indirect

contribution of social ventures to regional development.

4.2 Paper 3: Regional Demand and Supply Factors of Social
Entrepreneurship

Paper 3 addresses the lack of empirical studies on the determinants of
social entrepreneurship. It mainly examines the influence of
demographical factors on social venture creation. An overview of the

paper is provided in Table 4.2.

Table 4.2: An overview of Paper 3

Theory Demand and Supply Theory of Entrepreneurship
Number of Hypotheses 7
Database 4,314 observations from 290 municipalities across
Sweden, 1990-2014
Dependent Variable Emergent social venture

Independent Variables | Gender, education, entrepreneurial role models, wealth,
unemployment, age, urbanization

Data Analytical Feasible generalised least squares
Technique

The paper starts with a review of previous studies and the
theory of demand and supply of entrepreneurship. It defines social

entrepreneurship broadly as “individuals or organisations engaged in
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entrepreneurial activities with a social goal” (Bosma and Levie, 2010,
p.44). Against this background it forms seven hypotheses with regard
to factors that may influence the emergence of social
entrepreneurship. The paper categorises the factors into three groups:
supply-side factors, demand-side factors, and demand- and supply-
side factors. Supply-side factors are those believed to increase the
demand for social ventures and include gender, education, role model,
and wealth. The paper argues that regions with a higher rate of male
workforce, higher level of education, more presence of entrepreneurial
role models, and higher income per capita can supply more social

ventures. Four hypotheses are formed for each of these factors:

H1: The higher the share of male workforce in a region, the higher

the rate of social venture creation in that region.

H2: The higher the level of education in a region, the higher the rate

of social venture creation in that region.

H3: The higher the presence of social entrepreneurs in a region, the

higher the rate of social venture creation in that region.

H4: The higher the average income of a region, the higher the rate of

social venture creation in that region.

The demand-side factors are those that are believed to increase the
demand for social ventures. Unemployment rate has been categorised
as a factor increasing the demand for social entrepreneurship in a

region and one hypothesis addresses this:

H5: The higher the rate of unemployment in a region, the higher the

rate of social venture creation in that region.
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The paper also categorises some factors as stimulating both the
demand and supply side of social entrepreneurship. It lists two factors
in this group: age and urbanisation, and forms the two following
hypotheses:

H6: The higher the proportion of old individuals in a region, the
higher the rate of social venture creation in that region.

H7: The higher the rate of urbanisation in a region, the higher the rate
of social venture creation in that region.

The empirical analysis is based on the database from Sweden. For
data analysis, at first, the OLS method was used. However, the
Lagrange multiplier test (LM — heteroscedasticity test) diagnosed a
heteroscedasticity problem. Therefore, the results of the OLS method
were not valid, and there was a need for a method to correct for
heteroscedasticity and panel error structure and autocorrelation. The
feasible generalised least squares (FGLS) method was applied, and
the results are shown in Table 4.3. As can be seen from the table, all
of the factors are significant and all hypotheses were supported. Thus,
the paper makes an important contributions in one of the least
investigated areas of social entrepreneurship by empirically testing
seven hypotheses.

Table 4.3: The results of the empirical analysis of Paper 3

Independent variables FGLS
Constant -0.535] ***
Gender 0.0070%**
Education 0.3704**
Role model 0.0017***
Wealth 0.0211%**
Unemployment 0.0030%**
Age 0.0017%**
Urbanisation 0.0078%**
N obs. 4314
Wald (?) 553.37
P-value (0.000)

Note: *p<0.05, **p<0.01, ***p<0.001
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4.3 Paper 4: Social Venture Creation and the Influence of
Commercial Ventures: An Empirical Study in the Swedish
Context

Paper 4 investigates how the emergence of social ventures can be
influenced by the demographic components of commercial ventures
such as entry and exit. Table 4.4 provides an overview of the paper.

Table 4.4: An overview of Paper 4

Theory Market Failure Theory

Number of Hypotheses 3

Database 290 municipalities across Sweden, 1990-2014

Dependent Variable Emergence of social ventures
Independent Variables Emergence of commercial ventures, closure of
commercial ventures, prevalence of commercial
ventures
Data Analytical Panel-corrected standard errors
Technique

The definitions of social and commercial ventures in Paper 4 are
based on their legal form. In this regard, social ventures are defined as
ventures registered under the legal form of ideella foreningar in
Sweden, that is all associations that cannot undertake commercial
activities to benefit their members. Commercial ventures, on the other
hand, are defined as the ventures registered under the legal form of
Aktiebolag, limited companies other than banking and insurance
companies, and Handelsbolag, limited partnerships.

After the introduction section, the paper continues with a
review of previous studies and the market failure theory. Then, three
hypotheses with regard to the influence of commercial venture
emergence, closure and prevalence on the emergence of social
ventures are developed. Although all of the hypotheses are relevant to
this thesis, the point of interest is the first two hypotheses of influence
of emergence and closure on the emergence of social ventures:
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HI1: The higher the exit rate of commercial ventures, the higher the
entry rate of social ventures.

H2: The higher the commercial ventures entry rate, the lower the
entry rate of social ventures.

H3: The higher the prevalence of commercial ventures, the lower the

entry rate of social ventures.
To make the variables and results comparable between different
regions, all of the variables were standardised. The dependent
variable, however, was standardised by means of a labour market
approach: the number of emergent social ventures was divided by the
total workforce in a municipality. Data for this thesis were collected
from 290 municipalities all over Sweden from 1990-2014, and the
PCSE model was used for statistical analysis. The results of this
analysis are shown in Table 4.5 wherein the results of the statistical
analysis are shown in Models 1 and 2. Model 1 is the baseline model
that only shows the control variables, while Model 2 also includes the

independent variables.

Table 4.5: Results of empirical analysis of Paper 4

Model 1 Model 2
Variables Coefficient Standard Error Coefficient Standard Error
Commercial Venture Emergence Rate -0.036%** 0.006
Commercial Venture Closure Rate 0.206*** 0.010
Commercial Venture Prevalence Rate -0.003*** 0.001
Metropolis -0.010** 0.003 -0.021*** 0.003
Average Income -0.017% 0.009 -0.012 0.010
Population 15-30 and 50-70 0.005*** 0.001 0.006*** 0.001
Education -0.001* 0.000 -0.001** 0.000
Public Expenditure 0.040*** 0.008 0.047*** 0.008
Assistance Recipients % 0.409*** 0.089 0.166+ 0.089
Intercept -0.582*** 0.060 -0.789%** 0.063
Wald x?2 211.07%** 669.43%%%
R? 0.071%** 0.183%**
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As can be seen from Table 4.5, the inclusion of independent
variables significantly increased the model’s Wald x? and R?. Both
models are highly significant. The results of Model 2 show that all of
the independent variables are highly significant. The results also
highlight that while the emergence and prevalence of commercial
ventures negatively influence the emergence of social ventures, the
closure of commercial ventures has a positive influence. In this

regard, all of the hypotheses of this paper were supported.

4.4 Paper S5: Regional Dynamism Between Social and
Commercial Ventures: An Empirical Study Based on Swedish
Data

Paper 5 investigates the interactions between social and commercial
ventures. However, it only investigates the influence that social
ventures may have on the emergence of commercial ventures. An

overview of this paper is provided in Table 4.6.

Table 4.6: An overview of Paper 5

Theory Organisational Ecology
Number of Hypotheses 3
Database 290 municipalities across Sweden, 1990-2014
Dependent Variable Emergence rate of commercial venture

Independent Variables Emergence rate of social venture, emergence of
commercial ventures, closure rate of commercial
ventures, prevalence rate of commercial ventures

Data Analytical Feasible generalised least squares
Technique
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The paper begins with an overview of previous studies and the
theory of organisational ecology. As the unit of analysis in
organisational ecology is population, the paper defines two
populations of social ventures and commercial ventures. By using the
legal forms of the firms in Sweden, the population of social ventures
includes all of the firms registered under the legal form of ideella
foreningar between 1990-2014. These are the associations not
allowed to have commercial activities benefitting their members. The
population of commercial ventures, however, includes all of the firms
registered under the legal form of Aktiebolag (limited companies other
than banking and insurance companies) and Handelsbolag (limited

partnerships). The paper then proceeds with three hypotheses:

HI1: The entry of social ventures in a region negatively influences the

entry rate of commercial ventures.

H2: The exit of social ventures in a region positively influences the

entry rate of commercial ventures.

H3: The prevalence of social ventures in a region negatively

influences the entry rate of commercial ventures.

Although all of the above hypotheses are relevant, the point of interest
in this thesis is on the first hypothesis that investigates the influence
of the emergence of social ventures on the emergence of commercial
ventures. The variables were standardised based on the ecological
approach, that is the number of firms in the market, since using the
absolute number of firms as the dependent or independent variable
would be misleading and cannot be used for comparing different

regions. For data analysis, FGLS was used because multiple region-
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year observations make the application of OLS regression impossible.
There was a need for a method that controls for panel autocorrelation
and heteroscedasticity. The results of the data analysis are shown in
Table 4.7.

As can be seen from Table 4.7 all of the three hypotheses are
supported. According to this result, the emergence of social ventures
can negatively influence the emergence of commercial ventures,
implying a competition between these two types of ventures at the
emergence time. As mentioned, the other two hypotheses, although
relevant, were not the focus in this thesis. The next paper studies the
influence of social venture emergence on the migration rate of

commercial ventures.

Table 4.7: Results of empirical analysis of Paper 5

Model 1 Model 2
Variables Coefficient Standard Error Coefficient Standard Error
Social Venture Emergence Rate -0.025%** 0.005
Social Venture Closure Rate 0.091%** 0.091
Social Venture Prevalence -1.924%** 0.333
Entrepreneurial Role Models 0.063*** 0.017 0.075*** 0.021
Average Income 5.424%** 0.319 6.758%** 0.387
Unemployment 0.296*** 0.022 0.302#%* 0.027
Population Increase 0.407%*** 0.053 0.294%** 0.066
Population Density 0.001*** 0.000 0.000%** 0.000
Metropolis 1.179 0.753 1.156 0.882
Tax Rate 0.231%** 0.043 0.213%** 0.052
Education -0.054%** 0.007 -0.058*** 0.009
Intercept -26.495%** 1.911 -32.583%** 2.387
Wald x? 671.40%** 1007.05%**
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4.5 Paper 6: Social Ventures vs. Commercial Ventures: A

Regional Firm Migration Perspective

Paper 6 compares the influence of the emergence of social and
commercial ventures on the migration of commercial firms in a
region. An overview of the paper is shown in Table 4.8. The paper
starts with a review of previous studies on the differences between
social and commercial ventures. However, since this paper integrates
two different literatures of social entrepreneurship and firm relocation,
it also provides a review of firm migration literature. It defines firm
migration as the “relocation of the already existing firms to or out of
the region” (Anokhin, 2013, p.423). After a review of the theory of
organisational ecology, the two different populations of organisations
are defined: social ventures and commercial ventures. The population
of social ventures includes ventures that a social mission is at the core
of their purpose. In this regard, firms registered under the legal form
of nonprofit from 2003-2007 in the State of Ohio were selected. On
the other hand, the population of commercial ventures includes all of

the other firms that have profit making as their core mission.

Table 4.8: An overview of Paper 6

Theory Organisational Ecology
Number of Hypotheses 4
Database From 88 counties of Ohio, U.S., 2003-2007
Dependent Variable Migration rate of commercial ventures

Independent Variables Emergence rate of social venture, emergence rate of
commercial ventures, income per capita

Data Analytical Feasible generalised least squares
Technique
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Based on these reviews and definitions, two hypotheses for the
influence of social and commercial ventures on the migration of
commercial ventures in a region are developed:

H1: The creation of social ventures in a region positively influences

the net rate of firm relocation.

H2: The creation of commercial ventures in a region negatively

influences the net rate of firm relocation.

However, the paper also discusses that the level of wealth in a region,
measured by income per capita, can alter the relationships described
in Hypotheses 1 and 2. Two moderating hypotheses predict that
wealth strengthens both relationships:

H3: Higher wealth in a region strengthens the positive influence of

social venture creation on the net rate of firm relocation.

H4: Higher wealth in a region weakens the negative influence of

commercial venture creation on the net rate of firm relocation.

Although both of the main hypotheses are relevant, the point of
interest in this thesis_is on the first set of hypotheses, which
investigate the influence of social venture emergence on commercial
ventures. To make comparisons possible between the regions, all of
the variables were standardised. To standardise the dependent
variable, the ecological approach was used, which divides the number
of new firms to the total number of firms. For statistical analysis the
FGLS estimation with correction for heteroskedastic panels and
common AR(1) autoregression was used. Table 4.9 shows the result
of the statistical analysis.

As can be seen from Table 4.9, the results are shown in three
models: Model 1, which is the baseline model, only includes the
control variables; Model 2 shows the influence of the emergence of

social and commercial ventures on the migration rate of commercial
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ventures; and Model 3 shows the influence of income per capita on
the relationships found in Model 2. As can be seen in Model 2, while
the emergence of social ventures positively influences the migration
rate in a region, the emergence of commercial ventures has a negative
influence. Therefore, both of the main hypotheses are supported. As
can also be seen in Model 3, the inclusion of income per capita
strengthened both relationships. Thus, the moderating hypotheses are
also supported.

Table 4.9: Result of statistical analysis of Paper 6

Variables Model 1 Model 2 Model 3
Coeff. SE Coeff. SE Coeff. SE
Commercial Venture Emergence -0.315%* 0.112 -0.267* 0.115
Social Venture Emergence 0.206*** 0.060 0.214** 0.070
CVC x Income 0.1691 0.099
SVC x Income 0.158* 0.075
Income per capita 1.011** 0.292 0.330 0.278 0.553% 0.294
Unemployment 0.161 0.150 -0.183 0.130 -0.165 0.133
Flagship Companies -0.458%** 0.095 -0.363%** 0.102 -0.431%** 0.123
Industry Intensity 0.362%** 0.101 0.235* 0.100 0.225* 0.106
Education-HS Dropouts -0.265 0.178 -0.096 0.141 -0.030 0.157
Education-College -0.466* 0.223 -0.221 0.220 -0.309 0.240
Population Growth -0.501 0.144 -0.250% 0.144 -0.262+ 0.145
Income Growth -0.521** 0.186 -0.122 0.168 -0.094 0.175
Property tax -0.023 0.139 0.025 0.125 0.042 0.131
Income tax -0.150 0.117 -0.099 0.106 -0.122 0.114
Sales tax 0.101 0.108 0.1861 0.097 0.164 0.108
Intercept -2.069%*** 0.114 -1.467%** 0.111 -1.484%** 0.118
Wald Chi? 96.93*** 118.31%** 117.12%**
Df 11 13 15

1p<0.10 *p<0.05 **p<0.01 ***p<0.001
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5. CONCLUDING REMARKS

In this chapter, I provide a discussion of the results of this thesis. Firstly, I answer
the four research questions of this thesis. Secondly, I discuss the answers and their
practical implications for policymakers. Thirdly, I mention some of the limitations
of the thesis, as well as some ideas for future research.
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5.1 Answers to the Research Questions

The six papers of this thesis provide answers to its research questions.
As discussed in Chapter 6, although all of the results of the papers are
about the interactions between social and commercial ventures, not all
of them are directly the focus of interest in this thesis, which is social
entrepreneurship defined as the emergence of new social ventures.
Therefore, the results of the interactions between the emergence of
social ventures and commercial ventures are of interest for the
purpose of this thesis. Table 5.1 shows the research questions and the
answers given by the papers.

Table 5.1: The answers to the research questions

Research Question Paper Answer

Gender: high portion of male workforce

Education: high portion of highly educated people

Role models: high portion of entrepreneurs in employed
RQ1: What regional factors stimulate the Papers | population

emergence of social ventures? 2and 3 | Wealth: high average income

Unemployment: high unemployment rate

Age: high portion of elderly population

Urbanisation: high urbanisation rate

Paper 4 | The emergence of social ventures in a region negatively
RQ2a: What interactions may arise between the influences the emergence of commercial ventures.
emergence of social ventures and

a. the emergence of commercial

ventures in a region? Paper § The emergence of commercial ventures in a region
P negatively influences the emergence of social ventures.

RQ2b: What interactions may arise between the

emergence of social ventures and The closure of commercial ventures in a region positively

b. the closure of commercial Paper 5 influences the emergence of social ventures.
ventures in a region?
RQ2c: What interactions may arise between the
emergence of social ventures and Paper 6 The emergence of social ventures in a region positively

c. the migration of commercial
ventures in a region?

influences the migration of commercial ventures.

As can be seen from the table, Papers 2 and 3 address RQ1 with
regard to the regional factors influencing the emergence of social
ventures in a region. Paper 2 provides a review of previous studies of
the determinants of social entrepreneurship, while Paper 3 conducts
an empirical study of some of the regional factors influencing the
emergence of social ventures. Table 5.1 only includes the empirical
results of Paper 3.
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Papers 4 and 5 address RQ2a, the interactions between the
emergence of social venture and the emergence of commercial
ventures. Paper 4 investigates the influence of the emergence of social
ventures on the emergence of commercial venture, while Paper 5
investigates the opposite, that is the influence of the emergence of
commercial ventures on the emergence of social ventures.
Consequently, the interactions between social venture emergence and
commercial venture emergence are studied from both perspectives and

in both cases a negative relationship is reported.

Paper 5 addresses RQ2b, the interactions between social
venture emergence and the closure of commercial ventures. These
interactions have been studied from the perspective of commercial
ventures. The empirical evidence provided by Paper 5 shows a
positive influence of commercial venture closure on the emergence of

social ventures.

Paper 6 addresses RQ2c, the interactions between the
emergence of social ventures and the migration of commercial
ventures. This paper, however, only investigated this dynamism from
the perspective of social ventures. The result of this thesis
demonstrates a positive influence of social venture emergence on

commercial venture migration.

5.2 Discussion

Overall, this thesis investigated four different types of relationships
between the emergence of social ventures and the demographic

components of commercial ventures. Figure 5.1 is an overview of
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these relationships and the results found. A discussion and
interpretation of the relationships is presented in two parts in the

following sections.

Emergence
Ccv

Emergence
Sv

7
S

Migration
Ccv

Figure 5.1: The results of the relationship investigated in this thesis

SV: social venture CV: commercial venture

5.2.1 Different Interactions with Commercial Ventures Inside and
Outside the Region

At first glance, the results in Figure 5.1 may look contradictory. On
the one hand, the negative influence of social and commercial
ventures’ emergence on each other, plus the positive influence of
commercial ventures’ closure on the emergence of social ventures,
imply the presence of competition between social and commercial
ventures. This competition is even more evident if we also consider
another result reported in Paper 4, that the exit of social ventures
positively influences the emergence of commercial ventures. It seems
that the emergence of each types takes away resources required for the
emergence of the other type, while their closure frees up resources
required for the emergence of the other. On the other hand, the study

does not show a competitive relationship between the emergence of
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social ventures and the migration of commercial ventures. In contrast,
according to the results of this thesis, shown in Figure 5.2, the
emergence of social ventures positively influences the migration of

commercial ventures.

In order to interpret the results of this thesis, it is important to
understand the elements of each of the demographic events of
commercial ventures — emergence, closure and migration. While
emergence and closure are only about the commercial ventures inside
the region, migration is the result of two elements: the migration of
commercial ventures inside the region to outside (out-migration) and
the migration of commercial ventures outside the region into the
region (in-migration). The positive influence of social venture
emergence on commercial venture migration means that the number
of in-migrant commercial ventures is higher than the number of out-
migrant commercial ventures. With this understanding of firm
migration the two opposing results can be reconciled. While the
emergence of social ventures negatively influences commercial
ventures inside the region and increases competition, it positively
influences commercial ventures outside the region and attracts them
into the region (shown in Figure 5.2). These different interactions
between the emergent social ventures and the commercial ventures
inside and outside the region can be explained by the theory of
organisational ecology, which has been used for two papers of this

thesis.

71



Migration

Emergence Emergence

REGION

Figure 5.2: Different interactions between the emergent social ventures and commercial ventures inside
and outside the region
SV: social venture CV: commercial venture

An increase in the density of a population of organisations can
result in two processes operating at the same time: competition and
legitimisation (Freeman and Audia, 2006). However, these two
processes operate at different levels of spatial aggregations (Lomi,
1995). While the competition process is more salient in small
geographical areas, legitimisation operates at a wider geographical
scale (Hannan et al., 1995). The main idea is that cultural images
usually and more easily cross borders and diffuse into wider
geographical areas, while material resources are more geographically
bound (Hannan et al, 1995). Thus, the proliferation of an
organisational form often expands beyond its home (Hannan et al.,
1995). For example, Hannan et al. (1995) found, based on the
founding rate of 2,520 car manufacturers in five European countries
from 1886-1981, that while the increase in the founding rate of car
producers in a country negatively influenced the founding rate of car
manufacturers within the country and increased competition, it had a
positive influence on the founding rate of car producers at the wider

geographical level, that is the European level.
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With respect to their study, it can be argued that while the
emergence of social ventures in a region negatively influences the
population of commercial ventures inside the region through
increased competition, it has a positive influence on the population of
migrant commercial ventures outside the region. For commercial
ventures that aim to relocate to another location, the emergence of
social ventures are attractive since it provides them with the required
network for penetrating the local market. Research shows that the
main reason behind relocation for a venture is growth (Brouwer et al.,
2004; Mariotti, 2005). For example, a study of 50 migrant firms in the
Netherlands highlighted that on average they had a 50% increase in
employment after relocation (Kok et al., 1999). However, as discussed
in section 1.3, social ventures are usually locally embedded with big
local networks, and so there is a good opportunity for growing
migrant firms to join local social ventures and penetrate the local
market. A good example is the penetration of Telenor, the Norwegian
communication company, into the Bangladesh market by cooperating
with Grameen Bank. This cooperation provided Telenor with a big
regional network and, as a result, it became the biggest mobile
company in Bangladesh.

5.2.2 A New Insight into Regional Firm Demography

The results of this thesis also provide new insight into regional firm
demography. Almost all previous studies of the demography are based
on two underlying assumptions: the population of firms in a region is
homogeneous (commercial ventures), and the relationships between
the total firm dynamics and its components are linear. As can be seen
from equation 7.1, to increase the population of firms in a region, it is
enough to increase the number of firm startups or in-migrant firms, or
to decrease the number of firm closures. Any of these changes or a
combination of them, according to this model, leads to an increase in

73



the population of firms in a region. This conventional view of regional
firm dynamics is only based on intra-population dynamics, meaning
that it only considers the dynamics within the population of
commercial ventures.

Py = Eipt — Cig + My Equation 7.1
Where:
P = population size
i =region
t = time

E = number of emergent ventures
C = number of closed down ventures
M = net migration (inmigration minus outmigration)

This thesis challenged the above understanding of regional firm
dynamics, particularly in Papers 4, 5 and 6, by studying the inter-
populational dynamics between the populations of social and
commercial ventures. The results revealed that change in the vital
rates — entry and exit — of one population can cause change in the
vital rates of other populations. For example, the results showed that
the emergence of commercial ventures negatively influences both the
emergence of social ventures and the migration of commercial
ventures. At the same time, the emergence of social ventures
negatively influences the emergence of commercial ventures, but
positively influences the migration of commercial ventures. Figure 5.3
shows the different dynamics arising from the emergence of social

and commercial ventures.

74



Emergence
Ccv

Emergence
sV

Emergence

Emergence sV

Ccv

Migration
Ccv

Migration
Ccv

Figure 5.3: Different dynamics arising from the emergence of social and commercial
ventures

SV: social venture CV: commercial venture

Thus, a region contains different populations of firms, and changes in
one component of a population can change demographic components
of other populations. The size of a population of firms is the result of
complex inter-populational dynamics; therefore, the equation for
population dynamics should be rewritten as:

Pjit = f(Dlit Djit Dnit) Equation 7.2

Djir = Ejit — Cjie + My
Where:

P = population size

D = population demography

i =region

t = time

j = population

= number of emergent ventures

= number of closed down ventures

M = net migration (inmigration minus outmigration)

O M

As is seen in equation 7.2, the size of a population is not only a simple
linear result of changes within its own demographic components, but
a function of changes within the demographic components of all

populations of organisations in a region and their complex
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interactions. The empirical results of this thesis also confirm its
adopted sociological view: emergentism, that is most higher-level
social phenomena emerge out of complex interactions among many

different parts at lower levels.

5.3 Practical Implications

Today, social ventures play a key role in many welfare policies on
employment, public order, social inclusion, migration or cultural
development around the world (Hutton and Schneider, 2008; Nicholls,
2009; Prahalad, 2005; Seelos and Mair, 2007). Table 5.2 shows some
of these policies. As briefly discussed in section 1.4, one of the
original and important contributions of this thesis is attributed to the
proliferation of social entrepreneurship policies. The following parts
of this section further discuss some of the important implications of

this thesis for policymakers.

Table 5.2: Policies in different countries to support social entrepreneurship

Country Date Policy
Belgium 2003 Universal Banking Service Act
Canada 1980s Labour Sponsored Investment Funds in Quebec
1990s Active participatioln qf the Government of Quebec. in the
development of solidarity finance and development capital
2007 Formal launching of FI]?UCIE in which the Governments of
Quebec and Canada participated
UK 1994 El(:/r::?muglilttyl:u]n)development Loan Funds and the Local
2000 Recommendations of the Social Investment Task Force
2002 Community Investment Tax Relief
2004 Community Interest Companies
U.S. 1986 Low-Income Housing Tax Credit
1990s Creation of Community Development Financial Institutions
2000 New Markets Tax Credit Program

Source: (Clarence and Noya, 2009)
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A balanced view of entrepreneurship policymaking: This thesis is
among the very few studies that investigate the interactions between
social and commercial ventures. In fact, it is the first study to examine
the interactions to this extent and from different perspectives. In this
regard, one of the most important practical implications of this thesis
can be advocating for a balanced and comprehensive view in

designing entrepreneurship policies.

As the results of this thesis showed, social and commercial
ventures can negatively influence each other’s emergence.
Implementing entrepreneurship policies that promote only one type of
these ventures can crowd out the other type. As outlined in Paper 1,
both types of ventures are required for the prosperity of a region.
Regional economic development, in addition to economic efficiency,
is also about addressing disparities and their related socioeconomic
effects (Ling et al.). According to an old evolutionary principle,
diverse systems are more likely to survive in an uncertain world
(Hannan, 1986). Thus, it is important that entrepreneurship policies
are designed with a balanced and comprehensive mindset taking into
consideration both social and commercial ventures. Most of the times
several organisations are involved in designing and implementing
entrepreneurship policies with different understandings and different
priorities. The lack of a comprehensive view can lead to deploying

polices that even out each other’s influence.

Social ventures need specifically designed policies: One of the most
important results of this thesis is that factors stimulating social and
commercial ventures are not always the same. Even some factors that
encourage one type of entrepreneurship can discourage the other. For
example, research on commercial entrepreneurship has shown that

older individuals are the least likely to engage in commercial startups,
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but with regard to social entrepreneurship this thesis outlines that
older people are the most likely to start up a social venture. With
regard to education, previous research on commercial
entrepreneurship reported mixed results, while this thesis confirmed
the positive influence of education on social entrepreneurship reported
by some previous studies. One important practical implication of this
thesis is that the same type of policies cannot be applied for both
social and commercial ventures, but social entrepreneurship policies
should be specifically designed. This implication is particularly
important since due to the lack of enough knowledge on social
entrepreneurship and its drivers, policymakers tend to replicate the

policies from the commercial entrepreneurship sector.

Facilitating evidence-based policymaking: It often seems like the
process of policymaking is deliberate and logical, and based on robust
evidence. However, a closer look may not always confirm that. Table
5.3 shows the most common approaches towards policymaking,
outlining that evidence-based policymaking is not the only choice for
entrepreneurship policymaking. Entrepreneurship policies can be
designed based on best practice, which usually leads to borrowing
policy instead of learning from successful cases (Lundstrom and
Stevenson, 2005). A country-by-country analysis of SME policies by
(Bridge, 2010) revealed that all of them were picked from a limited
number of policies. In many cases entrepreneurship policies claiming
to be evidence based are in fact assumption based, in other words
policies based on experts’ opinions rather than scientific evidence
(O’ Neill).
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Table 5.3: The most common approaches to entrepreneurship policy

Most Common Approaches Towards Policymaking

‘me too” aka ‘best practice’
scattergun (‘see what sticks”)
assumptions-based experimentation

evidence based

Source: (O'Neill)

With regard to social entrepreneurship, there is one more problem: the
lack of knowledge about the drivers of social entrepreneurship. Thus,
the results of this thesis, based on two large-scale databases, can
facilitate evidence-based policymaking in social entrepreneurship. It
also provides a measure for evaluating the current social

entrepreneurship polices that claim to be based on scientific evidence.

Migrant firms are important: Firm migration has been known as
one of the components of regional economic change, besides birth and
death (Birch, 1979), but few studies have examined it. This is contrary
to the fact that migrant firms have an important role in regional
economic change (Birch, 1979): they not only influence the firm
dynamics in a region but also the job dynamics (Van Wissen and
Schutjens, 2005). A study by Kok et al. (1999) on 50 migrant firms in
the Netherlands revealed 50% growth in employment after the first

year of migration.

Attracting migrant ventures should also be included as part of
the regional development policies. One of the methods of attracting
such ventures to a region would have a vibrant population of social
ventures. This also confirms having the balanced view towards the
above-mentioned entrepreneurship policymaking. It is particularly
important to know that most of the new ventures are located where the

entrepreneur resides. Less that 25% of entrepreneurs even think of
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starting their ventures in another location than the one they already
live in (Bosma et al., 2008; Figueiredo et al., 2002). However,
attracting new startups from other locations would not be an easy job;
it would be much easier to attract migrant firms since they already
decided to relocate in another region. Moreover, relocating firms,

compared to new startups, tend to be established and growing.

5.4 Limitations and Future Research

The thesis has some limitations, which can also be topics of future
research. As discussed, there is a tendency among social
entrepreneurship scholars to argue for the benefits of social ventures
for commercial ventures in a region due to the positive spillovers
created by social ventures, which later can be appropriated by
commercial ventures. The results of this thesis, however, revealed a
competitive dynamic between these two types of ventures, at least
inside the region. It should be noted that this thesis only focused on
emergent social ventures; therefore, the results are limited to the time
of emergence these two types of ventures compete with each other.
For example, a social venture emerged at time t takes away some
resources required for the emergence of commercial ventures at time
t+1, and vice versa. Although this thesis does not argue for a one-to-
one similarity of resource requirement between social and commercial
ventures, it does argue for the existence of some overlap. Thus, the
dominant belief, which pushes for the benefits of social ventures for
commercial ventures, may be true in the long term when the positive
spillovers resulting from the operation of social ventures in a region
provide a situation that commercial ventures can benefit from. This

requires further empirical investigation.
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A further limitation is that the relationships between emergent
social ventures and the closure and migration of commercial ventures
have only been studied from one perspective. Future research could
continue to study social ventures from a demographic perspective by
studying, for example, migration or closure of social ventures. Social
ventures in this thesis only include those that are legally nonprofits.
Consequently, future studies can expand to include ventures with
other legal forms that also have a social mission as their highest
priority. With regard to the factors influencing the emergence of
social ventures, this thesis only investigated demographic factors,
while future research could expand to include other factors. The
context of this thesis can also be expanded to include other contexts,
particularly since both contexts of this thesis, the U.S. and Sweden,
represent developed economies. Future studies may also include

developing economies.
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