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Abstract. The present research analyses the theoretical and practical aspects of interaction between social 

entrepreneurship and socio-economic processes, thereby building up scientific experience in analyses of social 

entrepreneurship processes. The authors, based on a theoretical literature review and an examination of social 

entrepreneurship in Latvia, analysed the elements of the social entrepreneurship ecosystem, the impacts of social 

entrepreneurship and statistical data on social inequality in Latvia. The research concluded that social development in 

Latvia was at the initial stage, yet it provided support to people at risk of social exclusion and poverty. The development 

of social entrepreneurship in the regions of Latvia was uneven. 
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Introduction 

Although social entrepreneurship is a widely known kind of entrepreneurship in the world, in Latvia its 

development has been seen only for the third year, as the Social Enterprise Law became effective on 1 

April 2018. The problem is that the aspects of social entrepreneurship have so far been little researched 

in Latvia. A hypothesis put forward by the authors is as follows: social entrepreneurship makes a positive 

qualitative effect on the reduction of regional disparities in poverty and social exclusion in Latvia, yet the 

effect is not the same across the regions. The research aims to analyse the role of social entrepreneurship 

in Latvia in reducing poverty and social exclusion. The specific tasks of the research are as follows: 1) to 

analyse changes in the foundation of social enterprises and the areas of their social impacts in Latvia; 2) 

to analyse the aspects of disparities in poverty and social exclusion and the relevant data on Latvia. 

Limitations of the research: the areas of social impacts made by social enterprises in Latvia were 

identified analysing relevant documents –the information specified in the applications for social enterprise 

status. The research did not analyse the business aspects of social enterprise development. Research 

methods: theoretical literature review, documentary analysis to identify social enterprises in Latvia in the 

period 2018-2021, statistical analysis to perform the specific research tasks.  

Research results and discussion 

Role of social entrepreneurship in society 

Social justice forms the basis of social policy, and its main objective is to maintain the standard of living 

and reduce inequalities (Rajevska, 2014). Social entrepreneurship could be defined as an innovative social 

value-generating activity that is performed in the non-profit, business or government sectors (Austin, 

Stevenson, Wei-Skillern, 2006). In Latvia in accordance with the relevant regulatory framework, social 

enterprises are limited liability companies (Saeima, 2017). Social enterprises are the driver of change 

(Lukjanska, Kuznecova, Cirule, 2017). However, the problem is that there is a lack of convincing evidence 

that the role of social enterprises in dealing with global challenges is crucial; on the contrary, there is some 

evidence that the problems identified diminish if multiple agents are involved, such as NGOs, municipalities, 

public-private partnership agents (Kirsch, 2011). 
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Combining the logic of classical business with social impacts is one of the features of social 

entrepreneurship and an important instrument for the socio-economic development of the region. The role 

of social enterprises in the development of regions could be examined from various perspectives (Light, 

2010; Social Entrepreneurship Association of Latvia, 2019a; Arhipova, 2020; Haues, Boyle, 2021), yet 

social entrepreneurship as part of the single social ecosystem makes a direct and indirect contribution to 

dealing with factors hindering the development of society, e.g. poverty reduction (Chee, 2004). Each 

ecosystem entity influences the others by establishing ever-changing relationships in which each entity 

should be flexible and adaptable.  

Social entrepreneurship as a new economic category finds its opportunities for development between 

market imperfections and available resources (Dees, 1998). Social enterprises participate in generating 

social value and regard it as their mission, therefore, the multifaceted nature of their activities and socio-

economic impacts should be assessed (Alvord, Brown, Letts, 2003, 2004). However, in economic reality, 

social enterprises often focus too much on reducing social problems (Dees, 1998; Austin, Stevenson, Wei-

Skillern, 2006), which makes a negative effect on the capability of social enterprises to attract competitive 

human resources or to mobilize resources.  

Social entrepreneurship choices could be affected by market imperfections and exogenous and 

endogenous factors (European Union/OECD, 2016). The endogenous factors include an enterprise’s 

management’s experience and ability to understand socio-economic processes, networking and resource 

acquisition skills, the desire to make a creative social impact on change in the region. The European Union 

(European Union, 2020) points out that it is very important for social entrepreneurs to learn and develop 

their own skills. However, the exogenous factors, such as public contract availability, special marks or 

labels, public support – campaigns, recognition, awards – can promote and popularize the mission of social 

enterprises.  

Social entrepreneurship ecosystem and activities in Latvia 

It is widely acknowledged that social entrepreneurship transforms society and promotes positive 

changes in regions, yet it is difficult to assess the individual role of a particular factor or intervention agent 

in the processes, especially because geographically regions are usually open spatial units in contrast to 

countries (Nijkam p, Abreu, 2009). Therefore, the activities of social enterprises within their ecosystems 

are often a focus for researchers. 

The authors, based on a theoretical literature review (European Union, 2020; Pratono, Sutanti, 2016; 

Kim, Lee, Roh, Son, 2020; Social Entrepreneurship Association of Latvia, 2019b; Penwick, 2011; Babson 

Global, 2017; Saeima of the Republic of Latvia, 2017; Cabinet of the Republic of Latvia, 2018a, 2018b; 

Ministry of Welfare of the Republic of Latvia, 2020a, 2020b; Bærenholdt, 2009) and research studies on 

social entrepreneurship in Latvia, concluded that social entrepreneurship was carried out in a complex 

ecosystem, and it depended on each country’s regulatory framework, political support, socio-economic 

situation in the regions and demographic trends as well as other exogenous factors. However, the 

development of social entrepreneurship was affected by available resources, which were exploited within 

the strategy chosen and components promoting socio-economic development by employing market 

imperfections (Figure 1). 

https://www.amazon.com/s/ref=dp_byline_sr_book_1?ie=UTF8&field-author=Paul+C.+Light&text=Paul+C.+Light&sort=relevancerank&search-alias=books
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Source: authors’ construction  

Fig. 1. Social entrepreneurship ecosystem and the impacts 

In Latvia, ESF funding could be used to prepare economic entities for obtaining social enterprise status, 

and ESF project No. 9.1.1.3/15/I/001 “Support for social entrepreneurship” (Ministry of Welfare of the 

Republic of Latvia, 2020b) was launched and support for the introduction of social measures and the 

transition to social enterprise status was provided. Initially, the enterprises involved in the preparatory 

process were called measure participants. At the end of 2018, 98 enterprises or measure participants and 

28 social enterprises were registered with the Ministry of Welfare of the Republic of Latvia. 

The authors’ analysis revealed that from the very beginning, the dominant field of impacts of social 

enterprises was support for persons at risk of social exclusion and poverty – in 2018, 26 % participants 

and 37 % social enterprises provided such direct employment support (Figure 2).  

 
Notes: data at the end of the calendar year; 2018* - participants - NGOs and enterprises that were registered before 
the adoption of the Social Enterprise Law; 2018 - enterprises registered in accordance with the Social Enterprise Law 
(Saeima of the Republic of Latvia a, 2017), A- work integration; B- education; C- sports and health promotion; D- civic 
society and cultural diversity; E- social services and support for people at risk of poverty and social exclusion, F- 
environmental protection; G- other services 

Source: authors’ construction based on social entrepreneurship research documents in Latvia 

Fig. 2. Fields for social entrepreneurship in Latvia in the period 2018-2020 

Over the next years in Latvia, the main target groups for social entrepreneurship were vulnerable groups 

(Cabinet of the Republic of Latvia, 2018b) – persons with disabilities, the unemployed and persons at risk 
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of poverty. The authors concluded that socially vulnerable groups were provided with employment support 

and free services or services at a reduced price (Figure 2). However, also indirect support was provided, 

for example, through involving the target groups in educational activities, sporting events or community 

service activities in order to reduce their social exclusion. 

The social and economic significance of the social entrepreneurship mission in Latvia is indicated by the 

fact that the number of social enterprises increased – at the end of 2019, 81 economically active social 

enterprises were registered in Latvia, while in February 2021 their number increased to 161 (Ministry of 

Welfare, 2021). However, there were also some problems, as not all the social enterprises were able to 

combine business expansion with social impact. This is evidenced by the fact that: 1) in the period 

2018-2021, 56 enterprises were not granted social enterprise status because the enterprises were not able 

to prove the sustainability of their activity and the significance of their social impact; 2) 8.5 % enterprises 

were deprived of social enterprise status or they renounced it – the reason was the inability to carry out 

commercial activities under the current socio-economic conditions.  

The regional impacts of social enterprises are difficult to identify, as often the enterprises’ business and 

social impacts are made within several regions. Therefore, the place of registration of social enterprise 

activities was analysed at this stage of the research. The authors concluded that in 2019, there were 

49 economically active enterprises in Riga region, 14 in Pieriga region, 8 in Kurzeme region, 6 in Zemgale 

region, 3 in Vidzeme region and one in Latgale region. To identify whether there was a difference between 

the total number of economically active enterprises (CSB, 2020a) and the number of social enterprises in 

the regions of Latvia in 2019, a Wilcoxon signed ranks test was performed by the authors. The results 

showed (Figure 3) that one could reject the H0 hypothesis at the 95 % confidence level: economic activity 

was the same for both groups and accept the H1 hypothesis: economic activity was different. This indicated 

that social entrepreneurship was carried out in an ecosystem where there were also factors that significantly 

affected the development of social entrepreneurship. 

 
Notes: SR- active social enterprises in the regions, AR- all active economic enterprises in the regions 

Source: authors’ calculation using SPSS 26 

Fig. 3. Wilcoxon signed ranks test results on the comparison of economic activity 
across the regions of Latvia in 2019 

The minimum income level (MIL) is the income a person needs to be able to live physically and is equal 

to 40 percent of the median household disposable income. The largest proportion of the population whose 

income was below the minimum income level was the non-working age population – in 2019, such persons 

aged 18-64 accounted for 23.6 % of the total group.  
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Table 1 

Population below the guaranteed minimum income level and changes 
in the population in 2010 and 2019 in Latvia nationally and regionally 

No Region 

Population below the guaranteed minimum income level Population 
change, 

2019/ 
2010, % 

2010 2019 2019/2010 

Number, 
thou. 

% 
Number, 

thou. 
% 

Number, 
thou. 

Percentage 
points 

 

1. Latvia 207.8 9.8 149.7 7.8 -58.1 -2.0  -10.0 

2. Riga region 37.6 5.6 26.0 4.1 -11.6 -1.5 -6.1 

3. Pieriga region 26.8 7.2 20.9 5.6 -5.9 -1.6 -0.9 

4. Vidzeme region 31.0 14.2 20.3 10.9 -10.7 -3.3 -14.7 

5. Kurzeme region 30.4 10.9 22.4 9.3 -8.0 -1.6 -14.0 

6. Zemgale region 36.6 14.0 19.4 8.4 -17.2 -5.6 -11.9 

7. Latgale region 45.4 14.5 40.7 15.6 -4.7 1.1 -17.1 

Notes: 2019/2010 - changes in 2019 compared with 2010 

Source: author’s calculations based on CSB, 2021a, 2021b 

However, employment did not always provide enough income: in 2019, 2.4 % of total working-age 

employees and 0.2 % over working-age employees earned incomes below the minimum income level (CSB, 

2020b; 2020c). In reality, however, the incomes of many households were much lower than the minimum 

income level, and it was even lower than the guaranteed minimum income level (GMI) (Table 1). Therefore, 

the government sets the guaranteed minimum income level, which is to be provided to every inhabitant of 

Latvia in accordance with the procedures specified in the relevant regulatory enactments (Darzina, 2019; 

Cabinet of the Republic of Latvia 2020). The amount of GMI increased over time: in 2020 it was EUR 64 per 

person per month, yet from 2021 the minimum income threshold for the first (or main) person in the family 

was EUR 109, while for each subsequent family member – EUR 76 (Ministry of Welfare of the Republic of 

Latvia, 2021).  

The data analysis showed that in 2019, 149.7 thousand people (7.8 % of the total population) in Latvia 

earned below the GMI. The largest number of people exposed to deep poverty was in Latgale region – 

40.7 thousand inhabitants (15.6 % of the region’s population), whereas the smallest number was reported 

in Riga region with 26.0 thousand inhabitants (4.1 %). Although the number of people earning below the 

guaranteed minimum income level in all the regions of Latvia in 2019 was lower than in 2010, it is not only 

the result of social policies, and it was also influenced by negative demographic changes – the population 

decline and an increase in old-age pension recipients (CSB, 2020d). However, social inequality can also be 

a stimulus, as income inequality in the regions increases the opportunity for individuals to engage in social 

entrepreneurship, incl. to establish social enterprises (Pathak, Muralidharan, 2017) or respond to the offer 

of social enterprises to become participants in specific support measures.  

Conclusions, proposals, recommendations  

1) In Latvia, social entrepreneurship develops within a complex ecosystem, and in the regions of 

Latvia in the period 2018-2020 its development was uneven – the largest number of social enterprises 

was registered in Riga region, whereas the smallest number – in Latgale region. The study proves that 

social entrepreneurship makes a positive qualitative effect on the reduction of regional disparities in 

poverty and social exclusion in Latvia, yet the effect is not the same across the regions.  

https://lvportals.lv/autors/14-lidija-darzina
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2) In Latvia, the reduction of social inequality could be achieved through complex business solutions 

– locally and regionally innovative solutions for ensuring employment and access to services for groups 

at risk of social exclusion and poverty. The analysis showed that the measures were aimed at the 

education of the target groups, their involvement in sports activities and a healthy lifestyle, as well as 

the support provided in the field of health promotion. 

3) Social enterprises in Latvia should perform a dual activity – business activities that yield a profit 

and activities making a social impact. Both the relevant theoretical literature and practices recognize 

that this is one of the most significant challenges to the long-term existence of social enterprises. 

4) The number of population at risk of social exclusion and poverty in a region makes a little effect on 

the development of social entrepreneurship, and the proof of this fact was that in Latgale region with 

the largest population earning below the GMI, the number of social enterprises was the smallest. 

Therefore, future research studies should identify the factors influencing the development of social 

entrepreneurship in the regions. 
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