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Abstract. Lately, international academic interest is evolving around a number of interconnected concepts that
intrinsically include two apparently contradictory dimensions: social and economic. Among them, the most
visible are the concepts of social entrepreneurship and social innovation, which are closely linked. The aim of
the research paper is to clarify the relation between the concepts of social innovation and social
entrepreneurship. Within the research, the authors used the following methods: monographic method, the
methods of analysis and synthesis as well as the method of scientific induction and deduction. In scope of the
research, the authors used scientific literature on social entrepreneurship and social innovation.

The research shows that social entrepreneurship and social innovation are closely interrelated concepts, since
social entrepreneurship often creates and promotes social innovation. Social innovation is a mechanism in
actual innovation but a social entrepreneur is a driving force for social change. In addition, a significant
difference is the fact that social innovation is not necessarily linked to commercial interests, while in social
entrepreneurship the involvement in commercial activities is a mandatory precondition to ensure efficient

operation of the enterprise and solving of social problems.
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Introduction

The demand for innovative solutions for social problems is on a continuous rise. While a great
progress has been made through technology and improved social services, every improvement
raises new challenges, as well creating new problems. Therefore, new and innovative systems and
paradigms are highly needed for creating solutions (Irengun, Arikboga, 2015). The field of social
innovation turns critical societal problems into opportunities by actively involving the community
actors. However, lately, in the international academic debate a discussion is evolving around a
number of interconnected concepts, which intrinsically include two apparently contradictory
dimensions: social and economic (Lisetchi, Brancu, 2014). Among them, the concepts of social
innovation and social entrepreneurship are the two most well-known. The terms “social
entrepreneurship” and “social enterprise” are often used interchangeably with the term “social
innovation”. It is clear, however, that any sophisticated understanding of how novelty transforms
complex systems requires great conceptual precision (Westley, Antandze, 2010).

The aim of the research paper is to contribute to clarifying the relation between the two
concepts — social innovation and social entrepreneurship. The specific research tasks were: 1) to
aggregate theoretical definitions and approaches of the two concepts; 2) to analyse the main
characteristic elements of the two concepts; 3) to find out and justify the theoretical differences of
these concepts. In the research, the authors used the following methods: monographic method (to
create a theoretical discussion and interpret research results on the social innovation and social
entrepreneurship concepts, which are based on the findings of scientific literature); the methods of
analysis and synthesis to separately explore elements of the problem and build interrelationships;
the method of scientific induction - to create scientific assumptions and similarities based on
separate elements; scientific deduction method - to logically systematize and explain empirical
data. In scope of the research, the authors used scientific literature on social entrepreneurship and

social innovation.
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The concept of social innovation

In the academic literature, there is a wide range of approaches to conceptualizing the term
“social innovation”. One of the first researchers who initiated the use of the concept “social
innovation” in the 19% century was Webber who used it to denote social invention. Whereas
Schumpeter (1934; 1942) defined innovation as a combination of new elements (invention of new
goods, methods, raw materials in organization or industry) that is a novelty for the existing
economic system. So far, several attempts to structure the field of social innovation have been
made, for example by Dedijer (1984), Zapf (1991), Moulaert and Nussbaumer (2005), Pol and Ville
(2009), Ruede and Lurtz (2012), Butkeviciene (2009), Dobele (2015) and Surikova, Oganisjana,
Grinberga-Zalite (2015). In addition, these categorizations often lack a systematically grounded
methodology that covers the social innovation concept in various disciplines at the same time.

Based on theoretical studies, the authors define social innovation as a new, sustainable and
effective solution to pressing social problems in the society. As a result of social innovation, social
value is created (Dobele, 2015). The definition is based on a fact that important characteristics of
social innovation is “newness” (Dawson, Daniel, 2010; Zapf, 1991; Schumpeter, 1942),
“introduction of change” (Mahdjoubi, 1997), importance in “solving social problems” (Mulgan
et al., 2007; Tanimato, Doi, 2007; Neamtan, 2003), “creation of value or benefit to the whole
community” (Khutrakun, 2013) as well as “sustainability and effectiveness’ (Phills et al., 2008).

Research results and discussion
The concept of social entrepreneurship

The scientific literature studies reveal that often social innovation concept is used as a synonym
to social entrepreneurship. This could be explained by the fact that the currently existing definitions
and approaches for explaining social entrepreneurship are rather ambiguous. In a broader sense,
with social entrepreneurship we understand the creation of an innovative social value that can take
place in both public and private and non-profit sectors (Austin et al., 2006). It can also be an
activity that is implemented to solve social problems in an innovative and creative way (Johnson,
2000). Also, Yunus (2007) defines it as a movement and innovative initiative that is aimed to help
people. It means that such an activity can be implemented both within a social enterprise and
outside it; it can have either economic or non-economic character; and it can be either profit
oriented or non-profit oriented activity. Therefore, such explanation leads to the conclusion that
social enterprise is the basic element of social entrepreneurship.

In a narrower sense, social entrepreneurship concept is used to denote the process of social
business start-ups foundation (Defourny, Nyssens, 2008). Although the main emphasis in this
definition is placed on the process, it does not exclude the role of individual in it, as every process
includes people, activities and organization (Nadler, Tushman, 1980), and, thus, the processes that
take place within a social enterprise are not exclusion. Mair and Marti (2006) have emphasized that
social entrepreneurship is, firstly, a process in which a value is created by mutually combining
resources. Secondly, the combination of resources is envisaged mainly to explore and use
opportunities for social value creation and thus - promotion of social changes or satisfaction of
social needs. Thirdly, social entrepreneurship includes supply of a product or service as well as it
can be related with foundation of new organizations. Bygrave and Hofer (1991) have pointed out
that the process includes all the activities that are connected with the use of opportunities for
creation of a social value and social enterprise foundation. It means that social entrepreneurship
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includes the elements that characterize social enterprises and social entrepreneurs. In scope of the
current research, social entrepreneurship is defined as a kind of entrepreneurship the priority of
which is the creation of social value, which ensures financial self-sufficiency and sustainability
(Dobele, 2013).

Thereby, the authors conclude that although social entrepreneur and social innovation concepts
are interrelated, they are not identical. By identifying criteria of social innovation and social
entrepreneurship, further research will focus on the comparison of these concepts to define their

common features and differences.

Analysis of social entrepreneurship and social innovation concepts

In the previous research works (Dobele, 2013; Surivoka, Grinberga-Zalite, Oganisjana, 2015;
Dobele, Grinberga-Zalite, Kelle, 2015), the authors have initiated extensive public discussions and
conducted surveys involving various groups of stakeholders, which gave evidence of close
integration and synergy effects that exist between these two concepts. Due to the limitations in the
volume of the current publication, this analysis is based on a comparison of key elements that are
rooted in the two analysed concepts, thus concurrently ensuring a scientific discussion on the
theoretic discourse of these concepts and spotting differences between them.

To identify social innovation, the main criteria used are newness or novelty, introduction of
change, solving social problems, creation of value or benefit to the whole community, sustainability
and effectiveness. While to identify social entrepreneurship, Peattie and Morley (2008) and
Edwards (2008) suggest that there are two key criteria: social goal priority and engagement in
commercial activities. The comparison of the criteria that characterize social innovation and social
entrepreneurship is presented in Table 1.

Newness, novelty. Important characteristic of social innovation is newness. Social innovations
can be broadly described as “new ways of doing things, especially new organizational devices, new
regulations, new living arrangements that change the direction of social change, attain goals better
than older practices, become institutionalized and prove to be worth imitating” (Zapf, 1991). Also,
social entrepreneurship often includes the element of novelty (Svirina et al., 2016) that can find its
expression in the management of social enterprise, its structure, strategy as well as creation of
products or services. Taking into consideration the essence of social innovation, social
entrepreneurs often are defined as the “agents” of new markets in those market spheres that are
not attractive for private sector. Leadbeater (2007) emphasizes that social enterprises can become
a significant source of innovation, especially social innovation. However, it is important to point out
that although it is important to use innovative elements in social entrepreneurship to solve social
problems and social entrepreneurship itself is characterized as innovative kind of entrepreneurship,
the novelty element is still not a mandatory requirement in social entrepreneurship activities
(creation of innovative products and services). At the same time, the outcomes of social innovation
are regarded as social innovation.

Introduction of change. Social innovation creates “changes in (human) structure and
organization” (Simms, 2006), thereby improving the living standards and promoting human
resource development (Mahdjoubi, 1997). Also, social innovation is defined as “the guided change
process, preferably supported by all involved and affected human beings that creates significant
change in existing action structures and conditions in the social system based on ethical value

judgements, contents and programmes” (Maelicke, 1987). The scale of change can be
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differentiated - from changes at the micro level to the macro level (Bulut et al., 2013; Khutrakun,

2013).
Table 1
Characterizing elements of social innovation and social entrepreneurship
Characteristics Social innovation Social entrepreneurship
Newness, Mandatory precondition to identify Often |nc|L_|d_es a novelty element;
novelt social innovation however, it is not a mandatory
Y precondition
Social innovation is a mechanism, . . .
actual innovation (a product or a Sgcnal_elntl;]epreneur is a dr|vmgI force
Introduction of service): of social changes but not actL_Ja
change ial inn tion can take bl ithin innovation; the source of social
E soclal Innovation can take place withi innovation is private sector (social
= public, private, non-profit sector, or in enterprise)
g the space between them
o - . — - . . - o -
c Solving social Priority requirement to identify social Priority is solving of problems that
£ problems innovation are important for society
] . . . . .
4 Creation of the Basic reqw_rement Is to pTOV'de _bene_ﬂt The aim is to provide benefit for the
o ) for the society and there is no financial . ]
7] benefit to the ain or loss when it comes to social society, however it needs to be done
whole society ignnovation in a financially efficient way
Sustainability is connected with
Sustainability Sustainability does not depend on economic actlv_lty of a social
and . enterprise, which ensures the
. social innovator ) h -
effectiveness solution to a social problem in a long-
term period
2 . It not necessarily to be linked with . . .
‘= | Commercial S . The involvement in commercial
- . commercial interests, although social PR
L+ | motive . - - activities is mandatory
_ 3 innovation does not exclude it
g O
S35
wa . Important precondition to define social T . .
o | Social goal . ; Priority in social entrepreneurship
5 innovation
c
(7}

Source: author’s construction

Social entrepreneurship also causes changes in society, as it is oriented towards elimination of
market imperfections (especially, to solve the problems of minorities or other specific society
groups) (Evers et al., 2004) or to solve government problems related with providing of public
services (Mulgan, Landry, 1995; Leadbeater, 1997). Social entrepreneurs create social innovation
and changes in different areas including education, health, environment and business development
(Haugh, 2005). However, the most important difference in the use of these concepts regarding the
management of changes lies in the fact that social entrepreneurs very often create and promote
social innovation and changes in society, while social innovation is a mechanism, actual innovation
(e.g. micro-credits), but social entrepreneur is a driving force of social changes. Moreover, the
source of social innovation in the case of social entrepreneurship is a private sector (social
enterprise), whereas social innovation can take place within public sector or within private sector,
either for-profit or non-profit, or in the space between them.

Solving social problems. Several researchers emphasize the importance of social innovation
in solving social problems. It is defined as a new idea that works to meet pressing unmet needs
and improve peoples’ lives (Mulgan et al., 2007; Tanimato, Doi, 2007; Neamtan, 2003). The
primary purpose of social entrepreneurship is also to solve problems that are important for the
society, i.e. the aim of social enterprise is not gaining the profit for its owners but solving of
different social problems (e.g. in education, healthcare, availability of technologies, environmental

pollution, poverty elimination). Entrepreneurship can address national, regional or local social
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challenges and its offered solution is important and accepted by society. The problem to be solved
can also be determined by planning documents and regulations, included in the government
agenda or it can be an issue that is topical for society and nobody else deals with it. To sum it up,
solving of social problems is a unified criterion for identifying of the two analysed concepts.

Creation of the benefit to the whole society. People who engage in a social innovation
process do not intend to take benefits for themselves; instead, they try to create valuable social
innovation for the whole community. It is possible for everyone to reap such a benefit. There is no
financial gain or loss when it comes to social innovation (Khutrakun, 2013). Also in social
entrepreneurship, one of the basic objectives is to act for the benefit of the whole society or some
of its groups. The distinctive feature of a social enterprise is its willingness to promote social
responsibility in the local community. For instance, the aim of a social enterprise can be to create a
social benefit in a particular industry in the interests of local community or whole society, labour
integration, and improvement of the target group’s work and social skills (Defourny, Nyssens,
2008). Several researchers of social entrepreneurship have claimed that social entrepreneurs often
create social innovation that is aimed at improving the quality of life, especially of socially
vulnerable groups (Certo, Miller, 2008; Shaw, Carter, 2007; Doherty et al., 2009; Haugh, 2005).
Therefore, it can be concluded that the aim of social entrepreneurship is to provide benefit for
society by doing it in a financially efficient way.

Sustainability and effectiveness. Phills et al. (2008) define social innovation as a novel
solution to a social problem that is more effective, sustainable, and for which the value created
accrues primarily to society as a whole. It can be concluded that important element for social
innovation is sustainability and effectiveness. Whereas in case of social innovation, sustainability
not always is connected with ensuring financial sustainability from the side of social innovator,
while in case of social entrepreneurship sustainability is closely related with financial efficiency.

Commercial motive. Social innovation should not necessarily be connected with commercial
interests, although social innovation does not exclude this aspect (Murray et al., 2010). Social
innovation is primarily oriented towards systematic changes (Westley, Antadze, 2010), while one of
the basic criteria of social entrepreneurship is involvement in commercial activities to reach
efficiently its social objective. Social enterprise produces goods that are demanded in the market
and provides necessary services. Such enterprise in its activity uses efficient and viable methods to
ensure its existence in a long term.

As indicated in the European Economic and Social Committee’s report of 11 October 2011 to the
European Commission, social enterprises are participants of economic area that produce goods,
services and often have a strong element of social innovation. This finding leads to conclusion that
commercial motive is one of the most important differences between social innovation and social
entrepreneurship. Also, Westley and Antandze (2010) have claimed that “social innovation does
not necessarily involve a commercial interest, though it does not preclude such interest”.

Social goal priority. Social innovation is based on social motive (Khutrakun, 2013). Social
innovation is about the satisfaction of basic needs and changes in social relations within
empowering social processes; it is about people and organisations who are affected by deprivation
or lack of quality in daily life and services, who are disempowered by lack of rights or authoritative
decision-making, and who are involved in agencies and movements favouring social innovation
(Moulaert, Nussbaumer, 2005). The priority of social enterprise is its social aim or solving of social
or environmental problems that are important for society, whereas profit is a subordinated aspect
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(Pearce, 2003; Phillips, 2006; Chell, 2007; Mair, Marti, 2006; Peredo, McLean, 2006; Borzaga,
Tortia, 2005; Dees, 2001). Social enterprises are characterized by their awareness of strong social
values and mission, which are often aimed at enhancing the capacity of local community. Social
aims can be directed towards satisfaction of particular social needs, which require a specific way
how this problem could be solved (Alvord et al., 2004; Dees, 2001), or they could be directed
towards improvement of society’s situation (Peredo, McLean, 2006). To sum it up, social motive
and solution of society’s problems are a unifying aspect in the use of the concepts “social

innovation” and “social entrepreneurship”.

Conclusions

The concepts of social innovation and social entrepreneurship are indeed closely linked because
the priority of social innovation and social entrepreneurship is social aim - solving of social
problems and providing of benefits to the wider society but not particular its individuals. Owing to
this reason, social enterprises can often become a significant source of social innovation.

Nevertheless, there are several substantial differences between these concepts. Firstly, social
entrepreneurship is a social innovation in itself; thus, it is innovating the concept of
entrepreneurship adding social value. However, at the same time social enterprise should not
necessarily create an innovative product or service, although it is advisable. Secondly, social
entrepreneurs very often cause and promote social innovations and changes in society. Hence,
social innovation is a mechanism, actual innovation but social entrepreneur is a driving force of
social changes. Thirdly, the source of social innovation in the case of social entrepreneurship is
private sector (social enterprise) but social innovation can take place within public, private,
non-profit sector, or in the space between them. Fourthly, a significant aspect of social innovation
and social entrepreneurship is to ensure sustainability and effectiveness, yet in case of social
innovation, sustainability not always is connected with provision of financial sustainability from the
side of social innovator, while in case of social entrepreneurship, it is a mandatory requirement to
ensure efficient operation of the enterprise alongside with solving a social problem. Moreover,
social innovation should not necessarily be connected with commercial interests, although does not
exclude this aspect, while for social entrepreneurship producing of goods or providing of services is
a significant precondition to ensure economic viability of the social enterprise.
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