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SCIENTIFIC APPROACHES TO THE TERM OF SOCIAL 
ENTREPRENEURSHIP

Alona Ivzhenko
Assistant at the Department of Civil, Commercial Law and Procedure

 Chernihiv National University of Technology (CNUT), Ukraine
Honorary Research Fellow Fil. Dr. Jan-U. Sandal Institute, Norway

Summary 
It is obvious that society is developing rapidly. For the realization of some ideas, talented people start 

their own business. For those who are interested in the future and want to engage in social entrepreneurship, 
it is very important to understand its real nature. Social entrepreneurship is very popular nowadays. This 
word is being used to name different types of activities. Often such activities are not related to real social 
entrepreneurship. We may hear about the state support for social entrepreneurship but that can be considered 
only as populist statements, because the political understanding does not conform to the scientific one.

Keywords: social entrepreneurship; scientific definition; political understanding; Norwegian and 
Ukrainian experience; innovation.

Introduction
In modern world, mass media more often is talking about the spreading of social entrepreneurship. 

This phenomenon was actively discussed only in the 1970’s, but has already become a separate subject 
in the economy area, in which a big number of researchers work. Social entrepreneurs had existed earlier, 
but had not been widespread enough to attract the attention of economists and other scientists. This kind 
of entrepreneurship deals with social problems that cannot be solved by the state, as supporting vulnerable 
groups by creating new working places and solving other social problems, that doing by enterprises which 
does not aim only to obtain profit and accumulation of capital. They are not just solving certain problems, their 
activities aim is to change the world for better. However, is it really so widespread?

About social entrepreneurship scientifically
First, we need to find out what social entrepreneurship means scientifically. It is a complex term, often 

defined as running your own business. 
The French economist Jean-Baptiste Say, in the early 19th century described the entrepreneur as 

one that “shifts economic resources out of an area of lower and into an area of higher productivity and greater 
yield,” thereby expanding the literal translation from the French, “one who undertakes,” to encompass the 
concept of value creation.

The Austrian economist Joseph A. Schumpeter considers entrepreneurship from a functional point of 
view, that it is an organization innovation in order to obtain income. The entrepreneur defines income as the 
proof and a criterion of the success of entrepreneurship that through organization and innovation change the 
economy as a whole society. Innovation is a new combination of land and labor only, but it does not comprise 
capital. In obedience to Schumpeter, entrepreneur is an independent person, because he does not work for 
a wage and does not work for economic benefits like a worker. The entrepreneur is the creator of innovation. 
He is out of the production function.  In the scientist’s opinion, “innovation – implies that one is able to do 
something which previously could not be done, or at least not so efficiently or economically”. According to 
Schumpeter, innovation can be in the fields of the introduction of a new good, the introduction of a new method 
of production, the way to open a new market, the conquest of raw materials or half manufactured goods, and 
the carrying out of new organizations of any industry (Schumpeter, 1912).

Social entrepreneur is a person who is specialized in starting and running a business in the social 
sector of the economy. “Social entrepreneurs are not content just to give a fish, or teach how to fish. They will 
not rest until they have revolutionized the fishing industry.” (Drayton, 2004).

Nowadays there are a number of attempts to determine what social entrepreneurship is, but not all of 
them have strong scientific basis.

The American scientist G. Dees (Duke University professor), defined social entrepreneurship as “a 
phrase well suited to our times”, combining the “passion of a social mission with an image of business-like 
discipline, innovation, and determination commonly associated with, for instance, the high-tech pioneers of 
Silicon Valley” (Dees, 1998). Social entrepreneurs for G. Dees are agents of change in the social sector, thanks 
to: adopting a mission to create and sustain social value (not just private value), recognizing and relentlessly 
pursuing new opportunities to serve that mission, engaging in a process of continuous innovation, adaptation, 
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and learning, acting boldly without being limited by resources currently in hand, and exhibiting heightened 
accountability to the constituencies served and for the outcomes created.

According to Dr. Jan-Urban Sandal, the founder of Fil. Dr. Jan-U. Sandal Institute, specialized in 
scientific research on social entrepreneurship, social entrepreneurship is a specific form of management, 
whose purpose is to launch the production function to increase the value added for all participants of the 
business process, and added that the main vision of social entrepreneurship is to change the world for the 
better for each of us (Sandal, 2017).

Other researches deal with the social entrepreneurship and try to give their own vision of this 
phenomenon. So we pay attention to the fact, that there is no generally accepted science definition of social 
entrepreneurship. More than ten years ago, the head of the Scoll Foundation, Sally Osberg and Professor 
Roger Martin, published in the Stanford Social Innovation Review an article-manifest “Social Entrepreneurship: 
The Case for Definition”. In the article they indicate that the reason for the expanded interpretation of “social 
entrepreneurship” is blurriness of the term “entrepreneurship”, while problems with the understanding of the 
concept of “social” does not arise (Osberg, Martin, 2007).

However, we believe that this “problem” is artificial and when definition is obtained by adding a social 
aspect to the traditional entrepreneurship borrowed from the works of Joseph Schumpeter, Jean-Baptiste 
Say etc. – it’s really scientifically based, and needs to be used. Similar definitions we can find in the works of 
G.Dees and Jan-U. Sandal.

Attempts to give a right scientific definition of social entrepreneurship continues.The authors of «Social 
Entrepreneurship and Social Business, An Introduction and Discussion with Case Studies» (2012) goes by 
separating social entrepreneurship from related concepts. To their minds it is not “a synonym for a social 
business”, not a “new form of social responsibility”, not “the only model of social innovation” and, finally, “not 
a new sector”, since its boundaries are blurred and may include components of the private, state and civil 
sectors (Volkmann, Tokarski, Ernst, 2012).

Nevertheless, other problematic issues are whether the scientific definition of social entrepreneurship 
coincides with those that are used by current politicians.

Political understanding of social entrepreneurship
Today, we can hear about social entrepreneurship in almost every country of the world. Therefore, we 

should expect to find out different models defining social entrepreneurship. 
At the same time, some researchers like Roger Martin and Skoll Foundation President and CEO Sally 

Osberg emphasize on the wide spreading of using the term “social entrepreneurship” in almost every context, 
when it comes to socially useful activities (Osberg, Martin, 2007).

In 2002, the official definition of social entrepreneurship was given by the Department of Commerce 
and Industry of the Government of Great Britain, according to which social entrepreneurship is a business that 
is carried out not only for profit for the owners and shareholders, but mainly for social purposes and whose 
profits are directed primarily to development of this business or on public affairs.

In 2002, in the United Kingdom, a national social enterprise (coalition) body was established - Social 
Enterprise UK. This organization unites all social enterprises of different organizational patterns in legal forms.

The main goals are: to support social enterprise for the sake of prosperity; to develop the evidence 
base for social enterprise; to influence on politics and political plans (programs); to demonstrate the benefits 
of a social enterprise; to rule the mediator, assistant, market development, etc.

In 2004, the Parliament of Great Britain had legitimized the social interest companies.
In 2012, the German federal government defined social entrepreneurs as actors founding social 

organizations out of their individual citizen engagement to address social challenges with innovative and 
entrepreneurial approaches (Deutscher Bundestag 10/5/2012) (Zimmer,  Bräuer, 2014). 

European Commission is considering social enterprise as an operator in the social economy whose 
main objective is to have a social impact rather than make a profit for their owners or shareholders. It operates 
by providing goods and services for the market in an entrepreneurial and innovative fashion and uses its profits 
primarily to achieve social objectives. It is managed in an open and responsible manner and, in particular, 
involves employees, consumers and stakeholders affected by its commercial activities.

According to the Norwegian government, social entrepreneurship is about developing and implementing 
new solutions to social problems. It is about developing new networks across professional fields and business 
models and working together in new ways. Social entrepreneurs can benefit from traditional public solutions 
through experience-based knowledge, practical experience and own networks (Offisielt nettsted for den 
Norske Regjeringen).

In Ukraine in 2012, a draft law “About social enterprise” was developed. This document does not have 
definition of social entrepreneurship, but contains meaning of what is social enterprise. This term is defined 
as a business entity formed by legal entities and/or individuals whose priority is to achieve social outcomes, in 

http://www.janusandal.no/no/school
http://www.janusandal.no/no/om/publikasjoner
http://ec.europa.eu/index_en.htm
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particular in the areas of health, education, science, culture, the environment, the provision of social services 
and support for socially vulnerable groups of the population (the unemployed, the poor, the elderly, persons 
with disabilities and other persons established by the legislation) (Draft Law “About social enterprise”).

The Interdepartmental Commission on state support for social enterprises should carry out the 
determination of the membership of economic entities to the type social enterprises.

Obtaining the status of a social enterprise gives the right for state support in the form of tax privileges, 
in the conduct of investment activity, in land matters, turning and non-repayable financial assistance, loans, 
assistance in giving priority for the placement of government orders and the implementation of state targeted 
programs, employment of vulnerable categories of persons and in other forms provided by law.

The project had predicted that financing of social projects should carried out at the expense of the state 
budget funds for turnaround (budget loans) and irrevocable principles through the institutions of authorized 
banks, determined by the Cabinet of Ministers of Ukraine and the National Bank of Ukraine.

This legislative document has never been adopted, and now the question of regulation of social 
enterprises in Ukraine remains without solution.

By definition of international funds, in particular the Schwab Foundation for Social Entrepreneurship 
(Switzerland), Skoll Foundation (USA), Ashoka Foundation (USA), social entrepreneurship is seen as an 
innovative business activity for social change in society.

All the positions mentioned above are the same, but in other words, we can identify common 
approaches in these provisions, such as:

- social entrepreneurship always has a social mission;
- social entrepreneurship must have innovative capacity.
In addition, we need to add to the characteristics of social entrepreneurship self-sufficiency and 

financial sustainability (independence from external financing).
Different authors offer different classifications of social enterprises by organizational characteristics. 

In “The Power of Unreasonable People”, J. Elkington and P. Hartigan describe social entrepreneurs’ business 
structures as falling under three different models, applicable in different situations and economic climates 
(Elkington, Hartigan, 2008):

Leveraged non-profit model means that such business model leverages financial and other resources 
as an innovative way responding to social needs.

Hybrid non-profit model means that organizational structure can take a variety of forms, but is distinctive 
because the hybrid non-profit model is willing to use profit from some activities to sustain its other operations, 
which have a social, or community purpose. Hybrid non-profits are often created to deal with government 
failures or market failures, as they generate revenue to sustain the operation without requiring loans, grants, 
and other forms of traditional funding.

Social business venture models are set up as businesses that are designed to create change through 
social means. Social business ventures evolved through a lack of funding. Social entrepreneurs in this situation 
were forced to become for-profit ventures, because loans and equity financing are hard to get for social 
businesses.

Hybrid structures provide a variety of flexible opportunities for the activities of social entrepreneurs, 
and therefore are the most interesting and attractive option for an enterprise pursuing social goals.

What do we have in Norway and Ukraine?
Speaking about Norway, we may find that what they call “social entrepreneurship” is considered at two 

levels government support and activities of large corporations that support financially, or resourcefully people 
who are doing some kind of business in the social sphere. 

Firstly, individuals, companies and investors primarily devoted this activity to solving issues of a large 
number of refugees.

From 2013, the political goal in the development of what is called “social entrepreneurship” in Norway 
has already been clearly outlined. The government had announced that the state will promote the access of 
social entrepreneurs to opportunities and funding schemes at the level of other entrepreneurs. For example, 
in Porsgrunn there are privileged children’s rooms for parents who do not work temporarily, but are engaged 
in job search or retraining; in Bergen operates a hub - ranging social entrepreneurs, based on which operates 
a business incubator.

In Ukraine, a variant “social entrepreneurship” functions on the non-profit organization base. Almost 
all of them have a fund or grants that provide start-up capital in order to start a business. Achieving profitability 
for most social entrepreneurship companies is a long-term goal; their current tasks mainly concern the 
implementation of social programs, rather than the development of effective business approaches. 

In the latest book devoting different aspects of social entrepreneurships, the authors told that in Ukraine 
there are about 700 organizations that are possible to be considered as a category “social entrepreneurship” 

https://en.wikipedia.org/wiki/The_Power_of_Unreasonable_People
https://en.wikipedia.org/wiki/John_Elkington_(business_author)
https://en.wikipedia.org/wiki/Pamela_Hartigan
https://hbr.org/search?search_type=search-all&term=John Elkington
https://hbr.org/search?search_type=search-all&term=Pamela Hartigan
https://en.wikipedia.org/wiki/Government_failure
https://en.wikipedia.org/wiki/Government_failure
https://en.wikipedia.org/wiki/Market_failure
https://en.wikipedia.org/wiki/Equity_financing
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(Doluda, Nazaruk, Kirsanova, 2017). The most famous of them is: Charity store “Laska”, Kyiv (the scope of their 
activity is trade and they finance charity funds, as well as develops own projects); The Social Bakery “Walnut 
House”, Lviv (cookie production, created jobs for professional integration of target groups of non-profit projects 
(women in crisis situations), support of the Center for work with women); Public restaurant “UrbanSpace100”, 
Ivano-Frankivsk (Founders of the restaurant -100 people, and the net profit from its activities is directed at the 
development projects for Ivano-Frankivsk). 

However, none of these examples comes from grant programs in Ukraine and money are given by 
government of Norway for some social work, and does not reflect the nature of social entrepreneurship, so we 
can talk about different kinds of social responsible business. 

If we try to analyze other examples of social entrepreneurship, we can find some differences. For 
instance, scientist turned entrepreneur J. Melchiorri, invented the first synthetic biological leaf that mimics 
the work of an actual leaf. By absorbing carbon dioxide and emitting breathable oxygen, the BioSolar Leaf 
holds limitless possibilities from increasing air quality in cities to even potentially making life on another planet 
possible (Wilson, 2017).

The project of Cook’s family “Clever Tykes” provides a series of children’s storybooks inspiring 
enterprising behaviour. Besides retailing the books to parents, Clever Tykes is seeking to revolutionize 
enterprise education by integrating the series into primary schools across the UK.

Primo Toys as an educational toy company founded by F. Yacob and M. Loglio, is best known for 
creating the Cubetto Playset, an award winning wooden robot designed to teach children how to code using a 
tangible programming language that doesn’t use screens or letters.

There are only some examples of social entrepreneurships from Great Britain, but there we can find 
innovations that Norwegian and Ukrainian projects do not contain. 

Therefore, we need to use a specific scientific approach when we want to give a definition on what is 
social entrepreneurships.

Conclusion 
This research shows that it is very important to know what social entrepreneurship are according to 

scientific points of view, but not to the political ones. It helps us to distinguish social entrepreneurship from 
providing social services and other types of social activities.

Nowadays we can see a lot of political meaning of “social entrepreneurships”. Activities that are done 
in Norway and Ukraine are not real social entrepreneurship. 

We must develop true social entrepreneurship that leads to dynamic change of society, which moves 
borders, creates new ideas, gives new opportunities; moves to the better future, contributes to democratic 
development of the society. 
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Anotacija

MOKSLINIS POŽIŪRIS Į SOCIALINĖS VERSLININKYSTĖS TERMINĄ
Akivaizdu, kad visuomenė sparčiai vystosi. Norėdami realizuoti savo idėjas, talentingi žmonės 

pradeda savo verslą. Tiems, kurie domisi ateitimi ir nori įsitraukti į socialinę verslininkystę, labai svarbu suprasti 
jos esmę. Šiuo metu socialinė verslininkystė yra labai populiari. Šis žodis vartojamas skirtingų rūšių veiklai 
pavadinti. Dažnai tokia veikla nėra susijusi su realia socialine verslininkyste. Galima girdėti apie valstybės 
paramą socialinei verslininkystei, bet tai galima laikyti tik populistiniais teiginiais, nes politinis supratimas 
neatitinka mokslinio.

Esminiai žodžiai: socialinė verslininkystė, mokslinis apibrėžimas, politinis supratimas, Norvegijos ir 
Ukrainos patirtis, inovacijų diegimas.

https://www.forbes.com/sites/alexandrawilson1/
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