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Abstract: Acknowledging the potential of social entrepreneurship in addressing so-
cial and environmental issues, the government provides various forms of support,
both directly to particular social enterprises and indirectly to foster social entrepre-
neurship overall. Nevertheless, prior research lags behind in illuminating the impact
of government support on the financial performance of social enterprises. Using the
Resource Dependence Theory and the sample from 267 social enterprises in South
Korea, this study examined the effects of the government financial support and non-
financial support on the financial performance of these enterprises. This study further
explored the extent to which the tenure period of the CEO in the social entrepre-
neurship context affects these focal relationships. This study aims to contribute to the
literature regarding social entrepreneurship performance and the role of government
for this sector, while aiding policy makers in promoting social entrepreneurship.

Keywords: social entrepreneurship; financial performance; government support;
resource dependence theory
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1 Introduction

Social entrepreneurship is increasingly recognized in both scholarship and practice
as a viable solution for tackling social and environmental issues overlooked by
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established markets and governments (Mair and Marti 2006). Social entrepreneur-
ship primarily aims to create social value, while also generating profits to enhance
their operational sustainability, which distinguishes it from conventional commer-
cial businesses and non-profit organizations (Battilana and Dorado 2010; Short et al.
2009). Due to its unique nature, social entrepreneurs often encounter challenges in
securing resources to start social enterprises because of limited funding sources
(Bacq et al. 2013; Cook et al. 2003). Furthermore, social entrepreneurship experiences
greater capital constraints during its operations compared to commercial entre-
preneurship at equivalent venture stages, as it prioritizes social value creation over
profit generation (Davidsson and Honig 2003; Gimmon and Spiro 2013).

Meanwhile, recognizing the important role of social enterprises in addressing
social and environmental issues, governments around the globe are enacting various
policies to help alleviate the resource challenges faced by these social enterprises
(Choi et al. 2020; Sengupta and Sahay 2017). Governments provide diverse support to
the social entrepreneurship ecosystem as a whole and/or offer aid to specific social
enterprises (Bozhikin et al. 2019; Sud et al. 2009; Stephan et al. 2015) while having the
assumption that such government support will generally enhance the performance
of social enterprises. Although existing research has acknowledged the regulatory
and administrative intervention taken by governments in supporting social entre-
preneurship, current studies on social entrepreneurship often presumes a mono-
lithic model of government support for the social entrepreneurship performance.
Despite the use of various policy tools by the government, such as financial and non-
financial support (Chan et al. 2019; Shockley and Frank 2011; Teasdale 2012), there is
limited empirical evidence identifying which types of support are more effective.
Moreover, existing research, despite the absence of numerous data points, exhibit
conflicting conclusions about the influence of government funding on the operations
of social enterprises, producing both positive and negative outcomes (Cho and Kim
2017; Choi and Berry 2021). Therefore, two key questions remain unresolved. First,
how does government support influence the financial performance of social enter-
prises? And if so, does the effect vary depending on the government’s support type?
Second, under what conditions does government support yield the greatest impact?
To answer these questions, this study examines the effects of both financial and non-
financial government support on financial performance of social enterprises, while
also exploring the boundary conditions that shape these relationships.

To address these questions, this study, based on the lens of Resource Dependence
Theory and a geographically representative sample of 267 social enterprises in South
Korea, examines the impact of government support (both financial and non-
financial) on the financial performance of social entrepreneurship. Moreover, we
explore the boundary condition of the focal relationship by focusing on a CEO’s
characteristic, particularly the tenure period of the CEO in the context of social
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entrepreneurship. This study finds that non-financial support from the government
enhances the financial performance of social entrepreneurship, whereas financial
support from government has no effect. In addition, this study finds that if a CEO of
social enterprise has operated for a longer period as a social entrepreneur, the
positive relationship between government’s non-financial support and the financial
performance of social entrepreneurship is weakened. In other words, the govern-
ment’s non-financial support has a greater impact on social enterprises when their
CEOs have a shorter tenure in the social entrepreneurship context. Together, this
study demonstrates that government support for social enterprises plays different
roles in the performance of social enterprises depending on the form of support, and
that it can also vary according to the life cycle stage of the social enterprise.

This study aims to make the following contributions. First, this study builds on a
growing body of literature that examines the function of government to foster social
entrepreneurship (Bacq et al. 2013; Short et al. 2009). Numerous governments are
allocating resources via diverse policies to foster social entrepreneurs (Chan et al.
2019; Choi et al. 2020); yet the efficacy of these initiatives remains ambiguous. This
study analyzed the impact of two governmental policy approaches — financial sup-
port and non-financial support — on the financial performance of social enterprises.
This study can contribute to the literature by demonstrating that non-financial
support from the government for social enterprises positively impacts the financial
performance of these enterprises, rather than just financial support. Moreover, this
study also can contribute to the literature by responding to recent research calls on
the impact of government support on social entrepreneurship performance (Chan
et al. 2019; Hidzir et al 2021; Lall and Park 2022).

Second, this study aims to contribute to the literature on the determinants of
financial performance in social entrepreneurship. All enterprises, including social
ventures, must pursue profitability to ensure sustainable operations (Short et al.
2009). Therefore, it is imperative to understand the circumstances in which social
entrepreneurship can provide positive profits to maintain its viability. This study
highlights the role of governmental support for social entrepreneurship in assessing
its financial performance. In addition, the findings of this study indicate that the
impact of a government’s support for social entrepreneurship on its performance
can be different by a CEO’s characteristic, the tenure period in the social entrepre-
neurship context. Specifically, this study shows that social businesses run by CEOs
with extensive tenure in the field of social entrepreneurship tend to experience
diminished benefits from government backing. Accordingly, this study enriches
current social entrepreneurship literature by developing and testing a model in
which social enterprise financial performance depending on the external resource
acquisition is conditional on the firm’s characteristics.
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Third, this study aims to contribute to the Resource Dependence Theory. The
previous literature with the Resource Dependence Theory has focused on the industry
level rather than the organizational level (Tepthong 2014). At the same time, the theory
focuses more on input rather than output. This study specifically observed that studies
on social entrepreneurship could gain insights from the implementation of the theory
to illuminate the relationship between resources from the external environment and
the performance of social enterprises. On this account, our study adds to the ongoing
scholarly effort that seeks to build and test resource dependence lens in the investi-
gation of factors that influence the financial performance of social entrepreneurship
(Desa and Basu 2013; El Ebrashi and El-Batawy 2024; Palacios-Marqués et al. 2019).

Lastly, this study also has a practical contribution for policy makers. There has
been a notable rise in the number of social enterprises across countries and gov-
ernment policies designed to promote social entrepreneurship (Hazenberg et al.
2016; Sengupta and Sahay 2017). However, it remains unclear which government
policies should be applied to which groups of social enterprises to achieve a high
impact. This research can suggest to policymakers that more customized policy
strategies can aid in the sustainable functioning of social enterprises.

The remainder of this article is organized as follows. In the second section, we
review relevant literature on the function of government in social entrepreneurship
and develop hypotheses based on the resource dependence perspective. In the third
section, we document our research methods, followed by data used in this study and the
results. In the fourth section, we present a discussion of our results. Finally, we conclude
with a discussion of the limitations of this study and future research directions.

2 Hypotheses Development

2.1 The Link Between Government Support and Social
Entrepreneurship

Social entrepreneurship has increasingly attracted attention from scholarship and
practice for its unique ability in addressing societal issues while simultaneously
generating profits for the organization’s sustainable operations (Mair and Marti
2006; Short et al. 2009). Due to its distinctive and sustainable method of solving social
and environmental issues, governments have increasingly expressed interest in
fostering social entrepreneurship (Chan et al 2019; Shockley and Frank 2011; Teasdale
2012). However, social entrepreneurs face greater challenges such as limited capital,
restricted funding source, and less prospects for organizational expansion, in
contrast to commercial entrepreneurship (Bacq et al 2013; Gimmon and Spiro 2013).
Therefore, governments around the globe have proactively sought to support social
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entrepreneurship with various policy instruments (Chan et al. 2019; Teasdale 2012).
Studies document that the government is considered one of the key policy actors in
social entrepreneurship (Bozhikin et al. 2019; Sahasranamam and Nandakumar 2020;
Sud et al. 2009; Stephan et al. 2015). Accordingly, several scholars highlight the
importance of examining the role of government in supporting social entrepre-
neurship (please refer to the recent review study by Bozhikin et al. 2019).

Current research shows that the government takes diverse roles in social entre-
preneurship development by either offering indirect support to social entrepreneur-
ship ecosystem as a whole or providing direct aid to specific social enterprises. We
have compiled and presented the types of indirect and direct governmental support
for social entrepreneurship in Table 1. Firstly, to cultivate a comprehensive social
entrepreneurship ecosystem, governments establish regulatory policies to incentivize
the inception and expansion of social entrepreneurship (Knott and McCarthy 2007;
Pearson and Helms 2013). For example, certain government policies grant priority
status to social enterprises in procurement and contracting process (Bozhikin et al.
2019), while other policies provide tax incentives to individuals and organizations
investing in social entrepreneurship (Griffiths et al. 2013). Furthermore, the govern-
ment offers training programs and workshops via entrepreneurship incubation cen-
ters and accelerators for social entrepreneurship, enabling social entrepreneurs to
obtain essential resources, mentorship, and knowledge/skills to initiate and expand
their businesses (Thompson 2002). Moreover, the government establishes platforms
that enable social entrepreneurs to collaborate with other organizations. Lastly, the
government initiates campaigns and programs to raise public awareness of the impact
of social entrepreneurship and to motivate prospective entrepreneurs to engage in the
social entrepreneurship field (Teasdale et al. 2013).

Secondly, governments often provide direct financial support to individual or
targeted groups of social entrepreneurs. This support typically takes the form of

Table 1: Types of government support for social entrepreneurship.

Indirect support to social entrepreneur- Direct support to individual social enterprise
ship ecosystem

- Tax incentive - Financial support in terms of subsidy and/or grant

- Incentive in procurement and/or - Non-financial support via an active moderating role
contracting for collaboration and/or partnership between SE and

- Training program/workshop other stakeholders

- Platform for potential collaboration
and/or partnership

- Campaign to raise public awareness of
social entrepreneurship
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subsidies or grants for a specific period (Teasdale et al. 2013; Thompson 2002; Bacq
et al. 2013; Cook et al. 2003). While some studies highlight the positive impact of this
funding for the performance of social entrepreneurs (Cho and Kim 2017; Choi 2015;
Jung et al. 2016) — others suggest that such financial assistance can have limited or
even adverse effects. For example, government funding has been associated with
reduced profitability among social enterprises (Choi and Berry 2021; Kim and Jun
2022), and similar subsidies can hinder financial independence and long-term sus-
tainability of social enterprises (Reichert et al. 2019). In addition to financial support,
governments may offer non-financial support to social enterprises. For instance,
governments can act as moderators or initiators by facilitating collaboration and
partnerships between social enterprises and other stakeholders (Bozhikin et al.
2019). Such collaborations enable social entrepreneurs to access new markets, re-
sources, and expertise, thus fostering growth and scalability. Indeed, partnerships
between social entrepreneurs and other stakeholders have proven particularly
effective in addressing complex social and environmental issues in various contexts
(Desa and Koch 2014; Griffiths et al. 2013).

In summary, scholars have documented several regulatory and administrative
governmental assistance in promoting social entrepreneurship. Nevertheless, a rela-
tively under-investigated aspect of this line of literature is the empirical study that
examines how government intervention should affect the financial performance of
social enterprises. Furthermore, previous research on social entrepreneurship per-
formance primarily relies on conceptual frameworks or is based on a few case studies
with small sample sizes (Bacq et al. 2013; Hidzir et al 2021; Short et al. 2009). Moreover,
only a small number of studies empirically assess varied types of government support
offered to social entrepreneurship (Choi 2015; Claassen et al. 2024; Jung et al. 2016).
Consequently, this appears to be a missed opportunity given the growing demand in
the literature for social entrepreneurship, urging researchers to expand an established
theory by evaluating the relationship between government support and social
entrepreneurship performance (Dacin et al. 2010; Short et al. 2009).

2.2 Resource Dependence Theory and The Relationship
Between Government Support and Social Entrepreneurship
Financial Performance

This study uses Resource Dependence Theory (RDT) as the theoretical framework to
investigate the relationship between government support and social entrepre-
neurship financial performance, along with its boundary conditions. The RDT has
emerged as a highly significant theoretical framework within the fields of organi-
zational theory and strategic management. The RDT assumes that organizations are
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externally constrained by the environment for resources and the survival of an
organization depend on the ability to obtain resources from the environment (Pfeffer
1982). Further, it claims that the survival and performance of an organization de-
pends on the ability to obtain resources from the environment (Pfeffer 1982). In
particular, the concept of RDT acknowledges that the impact of external factors on
the behavior of organizations would eventually influence organizational perfor-
mance (Drees and Heugens 2013; Pfeffer and Salancik 1978). In order words, orga-
nizational performance depends on the ability of the organization to acquire and
maintain resources from its environment.

Based on the RDT, we argue that social enterprises that can receive a greater
amount of financial support from the government can produce better financial
performance since the RDT asserts that an organization’s survival and performance
hinge on its capacity to acquire resources from external stakeholders (Pfeffer and
Salancik 1978). At the same time, social enterprises, prioritizing the creation of social
value, can often face challenges in securing the financial resources or generating the
revenues necessary for their operations and expansions, so the resources from the
government can be more critical for social enterprises. Therefore, if a social enter-
prise can acquire financial support from the government, the financial resources can
be utilized in several ways to enhance financial performance. First, social entre-
preneurs can leverage government funds to improve management operations and
practices — including expansion of infrastructure and in-kind resources, recruitment
and training, provision of welfare benefits, marketing and public promotion, in-
vestment to new program development, and redistribution to local communities and
charities — that would otherwise have not been conceivable due to resource con-
straints. Moreover, external financial capital from the government can serve as a
buffer against financial shocks and liquidity constraints for social enterprises
(Cooper et al. 1994; Dimov and Murray 2008). Second, this social entrepreneurial
capability to allocate slack resources derived from government, in turn, may pro-
mote further benefits such as firm legitimacy in the community, expansion of the
stakeholders in the market, and attraction of new resources from public and private
funders (e.g., Margiono et al. 2019; Reichert et al. 2019). In short, the importance of
governmental financial support is noted by many scholars focusing on its prospects
to generate further value for social enterprises and local communities (e.g., Nicholls
2009; Thompson et al. 2000; Wallace 1999). Consequentially, social entrepreneurial
capabilities to secure greater financial support from the government can facilitate
enhanced financial outcomes. Therefore, we hypothesize:

Hypothesis 1: The amount of financial support that social enterprises receive from
the government is positively associated with the financial performance of those
social enterprises.
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Similarly, we also argue that social enterprises that can acquire a greater amount of
non-financial support from the government can produce better financial perfor-
mance. With the theoretical lens of the RDT, the concept of resources refers to not
only financial resources, but also non-financial resources such as relational support
from stakeholders that the organizations acquire from their external environment
(see Hillman et al. 2009). As an example of non-financial support from the govern-
ment for social enterprises, the government serves as a moderator or initiator in the
joint partnership arrangement to facilitate collaboration between social entrepre-
neurs and other stakeholders for enhanced firm outcomes (Choi 2015; Phillips et al.
2019). This partnership sponsored by the government allows social entrepreneurs to
acquire the necessary skills and knowledge from the partners, which could accel-
erate gaining increased legitimacy from the external stakeholders for tapping into
new markets or scaling up their operations (Desa and Koch 2014; Griffiths et al. 2013).
In addition, the joint partnership can help social entrepreneurs to generate better
social value. For example, a growing number of studies document various cross-
sectoral partnership arrangements between the government, social enterprises,
business organizations, and the community to tackle social problems more effec-
tively (Choi et al. 2018; Haugh 2007; Spear 2019). Montgomery and colleagues (2012),
for instance, show that multiple stakeholders co-create social value through collec-
tive social entrepreneurship. In short, if social enterprises could more effectively
fulfill their core objective of generating social value through joint partnership with
other stakeholders, bolstered by governmental support, their legitimacy would
enhance, potentially resulting in favorable financial consequences by attracting
more consumers. Thus, we anticipate that social entrepreneurs receiving non-
financial support from the government, such as collaborative partnerships with
other stakeholders, are more likely to achieve superior financial performance.
Accordingly, we hypothesize:

Hypothesis 2: The non-financial support that social enterprises acquire from the
government is positively associated with the financial performance of those social
enterprises.

2.3 Resource Dependence Theory and Moderating Role of CEO
Tenure

While the RDT supports the positive relationship between the capability of an orga-
nization to acquire resources from the external stakeholder and its performance, it
also recognizes the organization’s reactions with the external stakeholder that provide
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resources. Specifically, the RDT assumes that the organization that control resources
could influence other organizations that receive the resources and the organization as
a resource recipient always seek predictability and certainty regarding the resources
from the external organization (Oliver 1991; Pfeffer and Salancik 1978). In other words,
the RDT posits that, despite being limited by their specific circumstances, organizations
would take actions to reduce dependency on external entities so that it can mitigate
environmental uncertainty (Casciaro and Piskorski 2005). For example, some
nonprofit organizations literature explains the increased trend of commercialization
in nonprofit organizations in recent decades (Kerlin and Pollak 2018; Malatesta and
Smith 2014). They show that nonprofit organizations increasingly apply the practices
used in the social entrepreneurship for revenue diversification, marketization, and
performance measurement techniques to minimize the reliance on external donors
(Hung and Wang 2021; Lall 2017). In short, this theory predicts that organizations
endeavor to diminish external influence exerted upon them, frequently striving to
enhance their own power over others.

We assert that a social enterprise that have a CEO with a longer tenure in the
social entrepreneurship context would experience diminished positive effects of
government support on their financial performance in comparison to those with
shorter tenure. The rationales are as follows. First, one of the central tenets of the
Resource Dependence Theory is the notion of power, which posits that organizations
want to shift power away from the resource providers to diminish uncertainty
exerted by external influences (see Casciaro and Piskorski 2005; Pfeffer and Salancik
1978). For example, it is known that over-reliance on the government could exert an
unfavorable influence on social enterprises, diminishing organizational autonomy
(Ridley-Duff and Bull 2011; Wei-Skillern 2007) and financial stability (Andreoni and
Payne 2003, 2011; Hughes et al. 2014). Thus, social enterprises that have a CEO with a
longer career in the social entrepreneurship context, may have developed more
resilient, self-sustaining organizations over time, strive to minimize reliance on
government support (e.g., Davis and Cobb 2010). This diminishes the incremental
impact that government support has on the financial performance of social enter-
prises. Second, social entrepreneurial leaders with extended careers may possess
advanced access to accumulated industry-specific knowledge, skills, and experiences
that can enhance the strategic management of operations, the enhanced reputation
of the organization, and greater cognitive ability to recognize new opportunities and
broader business connections (Alvarez and Busenitz 2001; Bosma et al. 2004; Gimeno
et al. 1997). Accordingly, this may reduce the impact of governmental assistance on
the financial outcomes of social entrepreneurs. Third, during an extended duration
of government support, social entrepreneurs may encounter diminishing returns. As
the social enterprise progresses, further government investment or support may not
result in substantial enhancements in financial performance, as numerous initial
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advantages — such as infrastructure, market access, or regulatory facilitation — have
already been attained. Conversely, novice entrepreneurs frequently encounter a
more immediate and significant beneficial impact from such assistance. Conse-
quently, when social enterprises have CEOs who possess a longer tenure in the social
entrepreneurship filed, they are likely to have less positive effect from the govern-
ment support due to decreased dependency on the government, more self-efficacy,
and diminishing return from the government support. Accordingly, we hypothesize:

Hypothesis 3a: The strength of the baseline relationship between the amount of
financial support that social enterprises receive from the government and the
financial performance of those enterprises is weaker when they have CEOs with a
longer tenure in the social entrepreneurship context.

Hypothesis 3b: The strength of the baseline relationship between the non-financial
support that social enterprises receive from the government and the financial per-
formance of those enterprises is weaker when they have CEOs with a longer tenure
in the social entrepreneurship context.

3 Methods
3.1 Research Design
3.1.1 Sample and Data Collection

The sample of this study consists of social enterprises that operated in Korea from
2016 to 2018. Numerous governments worldwide implement policies designed to
foster social entrepreneurial start-ups (Chan et al. 2019; Choi et al. 2020; Hazenberg
et al. 2016; Sengupta and Sahay 2017). Among many, one prime example that shows
strong government support for the development of social entrepreneurship is the
case in South Korea (hereafter Korea). In particular, the Korean government has
played an incremental role in acceleration of social enterprise emergence and
development starting from the early 2000s (Bidet and Eum 2011; Choi et al. 2020; Choi
and Berry 2021; Jung et al. 2016). Following the enactment of policy regulations and
the establishment of a central promotion agency, the size and scope of social en-
terprises in Korea have significantly increase in recent decades (Bidet 2012; Bidet and
Eum 2011; Jang 2017). Given the monumental role played by the central and local
government fostering social entrepreneurship through a variety of regulatory and
administrative approaches over years, we believe that the Korean context can be a
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useful context for our inquiry. Furthermore, we contend that Korean context elu-
cidates which firms are classified as social enterprises. This is because all social
enterprises in Korea must be registered under the government system (Lee et al.
2024).

We utilized our sample by leveraging interview and survey data that were
collected based on a systematic sampling of social enterprises from March to April in
2018 (see Cochran 1977).! Our cross-sectional dataset, compiled by the Centre for
Social Value Enhancement Studies (CSES) in Korea, includes both organization-level
and individual-level data. First, organization-level data encompasses variables spe-
cific to social enterprises, including financial performance, amount of funding ob-
tained from the government, joint partnership with stakeholders, social enterprise
type, social performance, employee size, organization age, and geographic location.
Second, individual-level data encompass the sociodemographic characteristics of
CEOs of social enterprises, including age, gender, and educational qualifications,
along with the tenure period in the social entrepreneurship context. Notably, all
variables at both the organization- and individual-level were collected using vali-
dated survey instruments and are relatively objective in nature, which helps miti-
gate concerns regarding internal consistency or subjectivity in the data collection
process.

This distinctive dataset collection allows for the evaluation of factors influencing
the financial performance of social entrepreneurship in Korea. From the initial
dataset of 320 social firms, we omit observations with missing values and only
include observations with complete information available for variables used in the
analysis. Further, we excluded social enterprises that have not received any funding
from the government. This results in a total of 267 social enterprises throughout
17 first-tier regional divisions, encompassing all geographic divisions in Korea.

3.1.2 Measurements

For our dependent variable, we employed the profit growth rate per employee for the
years 2017-2018 to assess the financial performance of social entrepreneurship.
Although numerous metrics exist to assess firm performance, including sales and
profit (Bierwerth et al. 2015; Rothaermel et al. 2006; Schwens et al. 2018), we contend
that the profit growth rate per employee serves as an effective indicator for

1 A total of 1,443 social enterprises have obtained certified status as of 2018 calendar year (Korea
Social Enterprise Promotion Agency). Our study sample is collected from a total of 1,281 social
enterprises in Korea based on three criteria (i.e., social enterprise business focus, social service area,
and geographic location), and then every 4th element in the whole sample is selected to achieve
increased representativeness of the sample.
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evaluating the financial performance of social entrepreneurship for the following
reasons. First, the profit growth rate per an employee demonstrates operational
efficiency, indicating how efficiently a social enterprise utilizes its human resources
to generate profit within constrained resources (Wilson and Post 2013). Second, the
rate measure might offer insights regarding the enterprise’s capacity to scale without
substantially escalating costs, which is crucial for social enterprises to ensure its
long-term social impact. Lastly, the use of rate measure is advantageous as it eval-
uates an organization’s financial sustainability without solely concentrating on
profit maximization, distinguishing it from the mission of social entrepreneurship,
which aims to generate both social and economic value (Santos 2012).

To test the first hypothesis on government financial support, we create our first
independent variable for Financial Support that captures the total amount of funding
derived from the government by a social enterprise in 2016 (in thousand USD?). To
assess the second hypothesis on government non-financial support, we use a binary
variable of Non-financial Support variable that takes a value of 1 when a social
enterprise is engaged in a joint partnership with other stakeholders, moderated or
initiated by a central and/or local governments in 2016 for enhancing the perfor-
mance of social entrepreneurship and 0 otherwise.

To investigate our third hypothesis, we use a moderating variable Tenure of CEO
which indicates the total number of years serving as a social entrepreneur. In
addition, for our first set of third hypothesis, we consider the interaction variable of
Financial Support* Tenure of CEO that reflects whether an increase in the CEO’s
tenure in the social entrepreneurship context changes the strength of the relation-
ship between government financial support and financial performance in a social
enterprise. To investigate our second set of third hypotheses, we employ the inter-
action variable of Non-financial Support*Tenure of CEO that reflects whether holding
a longer career of CEOs in the context of social entrepreneurship changes the
strength of the relationship between social enterprise’s joint business with central
and/or local governments and financial performance.

Next, we control various firm- and individual-level characteristics that are
important considerations for firm performance. Following established research
traditions (Bierwerth et al. 2015; Rothaermel et al. 2006; Santarelli and Tran 2013;
Schwens et al. 2018), we include a variety of firm-level control variables, including
profit growth rate per an employee during 2016 and 2017, social enterprise type,
social performance, firm size, firm age, and firm location. Profit growth rate per
employee during 2016 and 2017 is controlled to isolate the direct effect of government

2 1USD = 1,350 kKRW (As of September 20, 2024).
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support on 2016 (2016 Financial Performance). In addition, we control for social
enterprise type by including a binary variable that takes a value of 1 for a social
enterprise type (Cho and Kim 2017; Jung et al. 2016) that focuses on job creation type
and 0 otherwise (Type). Given that social enterprises pursue both social and eco-
nomic value, we also control for the total number of social service activities per-
formed by the firm to capture social performance (Social Performance). Since firm
size and life cycle stage can influence performance, we control for the total number
of employees (Firm Size) and the number of years the firm has been operating (Firm
Age). Further, because the performance of social enterprises can vary by location
(Lee et al. 2021), we include a binary variable that takes a value of 1 for a firm that is
located in a special city or six metropolitan cities and 0 otherwise to capture the
geographic location (Major City).

Finally, we follow research tradition (Bernardino and Santos 2019; Denning 2014;
Minniti and Nardone 2007; Walter and Heinrichs 2015) and include individual-
specific attributes of CEOs, such as age, gender, and educational attainment. We
measure the CEO’s age as a continuous variable (Age). Gender is captured with a
binary variable that takes a value of 1 for female entrepreneurs and 0 otherwise
(Female). Educational attainment is also measured with a binary variable, coded as 1
if the entrepreneur has completed a bachelor’s degree or higher and 0 otherwise
(Education).

3.1.3 Descriptive Statistics

Descriptive characteristics of covariates included in our analytic models are pre-
sented in Table 2. It indicates that, on average, a firm in our sample receives about 58
thousand US dollars from the government, and about two percent of the firms are
engaged in joint partnership with other stakeholders thanks to the central and/or
local government. On average, a firm in our sample has more than 17 employees and
has operated for less than 10 years. Furthermore, more than three-fourths of our
sample represents a firm grouped as a job creation social enterprise type. A typical
social entrepreneur is over 45 years old, has more than five years of career experi-
ence in social entrepreneurship, and tends to be well-educated, reflected by a high
percentage of bachelor or above educational attainment. The correlation analysis for
these variables is presented in Table 3. We further checked the multicollinearity
among covariates by estimating their variance inflation factors (VIFs). The mean VIF
for the regression model is 3.53, indicating that our mean indicator of multi-
collinearity values is well below a conservative threshold.
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Table 2: Descriptive statistics.

Variables Mean SD Min Max
1. Financial performance 0.10 1.05 -1.67 6.85
2. Financial support? 58.18 89.98 0.25 447.6
3. Non-financial support 0.02 0.14 0 1
4. Tenure of CEO 5.56 2.69 1 12
5. 2016 financial performance 0.02 0.45 -2.00 2.16
6. Social enterprise type 0.82 0.38 0 1
7. Social performance 412 2.21 0 9
8. Firm size 17.04 29.52 2 240
9. Firm age 9.56 5.20 4 32
10. Major city 0.36 0.48 0 1
1. Age 45.57 8.76 27 Al
12. Female 0.57 0.50 0 1
13. Education 0.78 0.42 0 1

N = 267. *Shown in thousand US dollars.

4 Results

To test our hypotheses, we used Stata 18 to conduct the analysis and employ ordinary
least squares regression where standard errors are clustered by organizations. Ta-
ble 4 reports our findings regarding the factors influencing the financial perfor-
mance of social enterprises in our study sample. Model 1 of Table 4 presents
estimation results with an interaction variable for government financial support and
social entrepreneur careers. Model 2 of Table 4 presents results with an interaction
variable for government non-financial support and social entrepreneur careers.
Model 3 of Table 4 shows results with all interaction variables.

Our hypothesis 1 posits that the level of financial support that social enterprises
receive from the government is positively associated with the financial performance
of those social enterprises. Model 1 of Table 4 demonstrates the result. Contrary to
our expectations, the results reveal that the relationship between the amount of
financial support from the government by social enterprises and the financial per-
formance of social entrepreneurship is not statistically significant. Thus, we reject
hypothesis 1.

Furthermore, our second hypothesis predicts that the non-financial support
provided by the government to social enterprises is positively associated with the
financial performance of those social enterprises. Model 2 of Table 4 shows the result.
Our findings indicate that external non-financial resources derived from the gov-
ernment have positive and statistically significant impact on firm performance
(p-value <0.05), hence rendering support for hypothesis 2. This finding suggests the
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Table 4: Results on the impact of government support on the financial performance of social

entrepreneurship.

DE GRUYTER

Variables Model 1 Model 2 Model 3
Financial support -0.001 42.728
(0.004) (32.346)

Non-financial support 1.891* 1.545*
(0.737) (0.753)

Tenure of CEO -0.023 0.036 0.002
(0.062) (0.045) (0.060)

Financial support*Social entrepreneur career 2.930 1.672
(6.500) (6.368)

Non-financial support*Social entrepreneur career —0.399** -0.341**
(0.133) (0.133)

2016 financial performance -0.297 -0.322 -0.301
(0.274) (0.296) (0.293)

Social enterprise type -1.001* -1.142* —-1.144*
(0.467) (0.519) (0.506)

Social performance 0.016 0.004 0.013
(0.054) (0.054) (0.055)

Firm size -0.002 —-0.002 -0.003
(0.003) (0.002) (0.003)

Firm age 0.079 0.076 0.079
(0.061) (0.062) (0.062)

Major city 0.082 0.028 0.024
(0.025) (0.026) (0.026)

Age -0.010 —-0.012 -0.011
(0.011) (0.013) (0.0012)

Female -0.024 —0.062 -0.074
(0.268) (0.276) (0.268)

Education 0.019 0.089 0.036
(0.231) (0.215) (0.231)

Intercept 0.639 0.790 0.755
(0.920) (0.935) (0.925)

R 0.25 0.27 0.29
VIF 2.78 2.29 3.53

N = 267. Robust standard errors are clustered by organizations and shown in parentheses. Reference group = social
enterprises focusing on addressing problems in other area. +p < 0.1; *p < 0.05; **p < 0.01.

importance of institutional non-financial support in sustaining the social entrepre-

neurship in Korea.

Our hypothesis 3 explores the moderating role of CEO’s tenure in the social
entrepreneurship context for the baseline relationship between the government
support and the financial performance of social entrepreneurship. In particular,
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hypothesis 3a predicts that the strength of the baseline relationship between the
amount of financial support that social enterprises receive from the government and
the financial performance of those enterprises is weaker when they have CEOs with a
longer tenure in the social entrepreneurship context. And hypothesis 3b predicts that
the strength of the baseline relationship between the non-financial support that
social enterprises receive from the government and the financial performance of
those enterprises is weaker when they have CEOs with a longer tenure in the social
entrepreneurship context. Model 1 in Table 4 shows that there is no statistical sig-
nificance for the moderating effect of the tenure of CEO. However, Model 2 of Table 4
indicates there is negative and statistically significant impact by the moderating
variable on the relationship between the non-financial support that social enter-
prises receive from the government and the financial performance of those social
enterprises (p-value <0.01). Our results in Model 3, which incorporates both inter-
action variables in the same model, show findings similar to those of Model 2 with
consistent statistical trends, though with slight variations in effect sizes. These re-
sults provide no statistical support for hypothesis 3a but do offer statistical support
for hypothesis 3b. Additionally, the moderating effect of CEQO’s experience in the
context of social entrepreneurship is illustrated in Figure 1.

In Figure 1, to show how a CEO’s increased career year in social entrepreneur-
ship weakens the strengths of the link between the non-financial support from the
government and firm performance, we created terciles based on the years of career

=== Short CEO Tenure
—=== Medium CEO Tenure
Long CEO Tenure

Financial Perfformance

Joint Business with Government

Figure 1: The moderating effect of the tenure of CEO in the social entrepreneurship context on the
relation between government non-financial support and financial performance.
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experience in social entrepreneurship: 1) one standard deviation below the mean, 2)
one at the mean, and 3) one above the mean. The graph illustrates that as social
enterprises are managed by CEOs with greater experience in the social entrepre-
neurship context, the impact of non-financial support from the government on firm
performance diminishes more significantly.

In the next section, we discuss our findings and then close this article with a
conclusion.

5 Discussion

The findings of our study indicate that governmental financial assistance for social
entrepreneurship is not statistically associated with the financial performance of
social enterprises; nevertheless, governmental non-financial support is positively
associated with the financial performance of social entrepreneurship. Moreover, the
findings indicate that the beneficial effect of government non-financial support is
more pronounced when social companies are run by CEOs with shorter tenure in the
social entrepreneurship context. In summary, although our results necessitate
further inquiry, we conclude that government’s direct support for a social enterprise
can variably affect the financial performance of social enterprises depending on the
type of support, and the experience of their CEOs in the social entrepreneurship
context.

We believe this article makes important contributions to scholarship and
practice in multiple ways. First, the study contributes to the social entrepreneurship
literature by disentangling the role of government in the development of social
entrepreneurship. Numerous governments are already implementing diverse pol-
icies with the objective of fostering social entrepreneurship (See the recent review
research: Bozhikin et al. 2019); nevertheless, our understanding of its effectiveness
remains limited (Shockley and Frank 2011). Broader research in entrepreneurship
suggests that no single policy fits all types of entrepreneurs (Minniti 2008), and
previous studies have called for more targeted policies tailored to specific forms of
entrepreneurship.

Building on this foundation, our study advances the literature by identifying
which types of government support enhance the financial performance of social
enterprises. We find that government financial support is not significantly associated
with improved financial performance. One plausible explanation is that financial
support does not necessarily translate into operational profitability due to the risk of
dependency. From a resource dependence theory (RDT) perspective, excessive reli-
ance on government funding can foster organizational dependency rather than
capacity building. As prior studies have shown (e.g., Andreoni and Payne 2003;
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Hughes et al 2014), heavy dependence on public funding can crowd out other income
sources, reduce incentives for entrepreneurial resource-seeking, and limit market
diversification, which may ultimately undermine financial outcomes.

In contrast, our findings show that non-financial support through government-
facilitated partnership arrangements is positively associated with financial perfor-
mance. These partnerships may generate strong signaling effects by enhancing
legitimacy, expanding networks, and improving market access — factors especially
critical in social entrepreneurship contexts where trust and stakeholder collabora-
tion are key to market penetration (Lall and Park 2022). Ultimately, our findings offer
empirical evidence on the differential effectiveness of government support and help
identify which social enterprises are most likely to benefit. In doing so, this study
responds to recent calls for a deeper understanding of the impact of government
interventions on social entrepreneurship performance (Chan et al. 2019; Lall and
Park 2022).

Second, this study aims to contribute to the literature on the determinants
affecting the financial performance of social entrepreneurship. Commercial and
social entrepreneurship are distinguished by their respective missions. The mission
of commercial entrepreneurship is primarily profit maximization, while the mission
for social entrepreneurship is the maximization of social value (Mair and Marti
2006). Accordingly, while profit-related financial performance is commonly
employed to assess the performance of commercial entrepreneurship, but it has not
been extensively applied in the social entrepreneurship context because of its
distinct mission. Nevertheless, all companies, including social entrepreneurship,
must pursue profit to guarantee operational sustainability (Short et al. 2009). Spe-
cifically, this study developed and evaluated a model in which the performance of
social enterprises is conditional on the external resource acquisition ability of social
enterprises and their CEO’s tenure. This study aims to elucidate the elements that
affect the financial performance of social entrepreneurship.

Third, the result of this study may contribute to the Resource Dependence Theory
(RDT). The previous literature with the RDT has focused on the industry level and/or
the context of commercial entrepreneurship or public sector management, or non-
profit organization (Fisher et al. 2017; Tepthong 2014). Furthermore, the RDT focuses
more on input rather than output. Aligned with the logic of RDT, our findings show that
an organization’s ability to secure external resources significantly influences social
enterprise performance and that the effect of government support varies based on the
CEO’s career experience. Specifically, a statistically significant interaction term with
CEO point to diminishing marginal returns from non-financial support, especially for
firms with experienced social entrepreneurs who may have already diversified rev-
enue streams or matured beyond the need for government aid.
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This finding means that although firms may still benefit from government
assistance, they may become less vulnerable and less reliant on it under experienced
leaders with accumulative tenure: we suspect that CEOs with longer tenure are likely
to develop greater slack resources and accumulate organizational knowledge,
reducing the firm’s dependence on external government support. This connection
helps explain when, and for which social enterprises, external resources are most
effective. Accordingly, this study advances the existing literature by developing and
testing a resource dependence framework within the context of social entrepre-
neurship, highlighting how external resource acquisition capabilities shape firm
performance in resource-constrained environments.

5.1 Practical Contribution

This study provides insights for practitioners seeking to improve social entrepre-
neurial outcomes. Literature on social entrepreneurship often probes the govern-
ment’s regulatory and administrative approaches to social entrepreneurship in a
similar manner across the countries, overlooking contextual variations in the cul-
tural and economic system. Recent research has started to question this narrow view
of the government’s engagement in supporting social entrepreneurship (Bozhikin
et al. 2019; Shocky and Frank 2011). For example, in contrast to the Western countries
and other OECD countries where social enterprises have expanded in collaboration
with a well-established third sector, the growth of social enterprises in Korea is
largely affected by regulatory and administrative intervention approaches taken by
central and local governments (Bidet 2012; Bidet et al. 2018; Choi et al. 2020; Choi and
Berry 2021; Claassen et al. 2024; Jang 2017; McCabe and Hahn 2006). Based on our
findings, it might be worthwhile for policy makers to consider expanding policy
interventions targeted to address the joint partnership opportunities for social
enterprises.

For practitioners, this study suggests that social entrepreneurs should place
greater emphasis on developing and interacting with stakeholders. Specifically, this
study demonstrates that social enterprises can enhance their financial performance
and ensure long-term sustainability by engaging in government-sponsored joint
business programs, rather than overly depending on government financial subsidies
or grants over the lifecycle of social enterprises. Given our findings that the rein-
forcing effect of government-sponsored joint partnerships on financial performance
diminishes as CEO tenure increases, social entrepreneurs may benefit from strate-
gically leveraging such programs earlier in their leadership tenure. Our findings
suggest that organizational effectiveness depends on the alignment between
resource availability and a leader’s tenure in social entrepreneurship. Because the
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impact of resource acquisition strategies varies with CEO tenure, a “one-size-fits-all”
approach to government support is unlikely to be effective. This study highlights how
social enterprises can more effectively leverage government support to improve
financial outcomes. Specifically, it suggests that social enterprises embedded within
supportive institutional environments, particularly those emphasizing relational
capacity-building arrangements rather than purely financial aid, can achieve scal-
able financial outcomes. These findings challenge the common assumption that
simply injecting financial capital into social enterprises will necessarily lead to
improved performance. Instead, governments and other institutional actors, such as
private funders, should prioritize creating enabling environments that expand op-
portunities for co-creation rather than treating social enterprises merely as re-
cipients of financial assistance.

6 Limitations and Future Directions

There are limitations to the analysis in the study. First, our analysis is limited to a
cross-sectional sample of social enterprises that operated in South Korea. Thus, the
findings may not be applicable to explaining social entrepreneurship performance in
different time points and other geographic locations. In particular, the findings may
not be generalizable to economies with more liberal or market-based governance,
such as the United States, or to mixed-market economies, such as certain EU nations.
Comparative institutional analyses could help disentangle which effects are context-
specific versus generalizable across mixed-market economies.

On a related note, while our results add to existing social entrepreneurship
literature that underscores the thought that government’s support enhances social
enterprise performance, we note that our findings can be understood in two ways.
The first explanation is that government’s support facilitates effective operations of
social enterprises that relate to financial performance. The alternative explanation is
that highly competent social enterprises that perform well may tend to benefit from
government support. A future study that uses a different estimator or research
design strategies would make a useful methodological addition to the link between
government support and social enterprise performance.

Second, owing to data limitations, our analysis considers only one external
funding source such as government subsidies. Given that social enterprise could
derive resources from a variety of different sources including philanthropic dona-
tions, foundation grants, and debt and equity (Young and Grinsfelder 2011), it would
be worthwhile to assess how the composition of revenue portfolios relates to social
entrepreneurship performance. This type of research could provide a more nuanced
explanation of the usefulness of different funding sources on social entrepreneurial
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processes and outcomes. Relatedly, while this study employs a binary indicator for
joint partnership to operationalize non-financial government support, we fully
acknowledge that our analytic approach regarding this measure simplifies a complex
construct. To improve theoretical discussion and empirical precision, future
research should consider employing other measures capturing varying levels of
partnership intensity and diverse forms of collaboration between government and
social enterprises, enabling a more nuanced investigation.

Third, in our current study, we consider CEO tenure as a moderator that cap-
tures leadership experience. However, we acknowledge that other leadership
characteristics — such as CEO’s strategic orientation, social capital, or network
embeddedness within institutional environment — may also moderate the effect of
government support. Hence, we hope future studies that explore these potential
mechanisms would make a fruitful addition to our knowledge of the link between
government subsidies, entrepreneurial profile, and social entrepreneurship
performance.

Despite these limitations, the initial evidence reported in this study sheds light
on fruitful avenues for future research. First, since the resource dependence theory
is an insightful approach to illustrate entrepreneurial outcomes, it will be worth-
while to assess how other types of resource configuration——such as social relations
where the firms are embedded in a resource environment——explain the viability of
social enterprise. In particular, relational resources such as social capital (Coleman
1988; Lin 2017) including institutional and inter-organizational network linkages
may serve as strategic assets for firms to gain access to unique resources, informa-
tion, and status (Granovetter 1985). Supporting this assertion, scholars document
robust evidence that inter-organizational network resources facilitate the growth
and survival of enterprises (Bhagavatula et al. 2010; Herndndez-Carrion et al. 2017;
Lavie 2006). Future studies may develop this line of research by exploring how inter-
organizational network resources complement financial and non-financial re-
sources in affecting social enterprise performance (Dufays and Huybrechts 2014).
This type of scholarly effort would help develop a comprehensive resource lens of
social entrepreneurship, which is relatively under-investigated in the current
literature.

Relatedly, the findings from this study lay the groundwork for future scholarly
effort that seeks to develop, and test integrated theoretical frameworks in social
entrepreneurship research. While we utilize Resource Dependency Theory (RDT) to
explain how social enterprises navigate resource constraints through external
support, its explanatory power can be deepened by combining it with other theo-
retical lenses. As aptly noted by Short et al (2009, p. 173), “To date, integration of
theory has been underemphasized in social entrepreneurship research... Noticeably
absent from the streams informing social entrepreneurship research were
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management theory mainstays, such as the resource-based view, leadership, or
configurations. In neglecting to pursue explicit predictions informed by sound the-
ory, current conceptual research in social entrepreneurship leaves the question of
relationships between constructs unanswered.”

One theoretical framework that can be integrated with Resource Dependence
Theory (RDT) in this research domain is the Resource-Based View (RBV), which
highlights the role of internal capacities in shaping competitive advantage (Barney
1991). By integrating RDT with RBV, future research can explore how externally
acquired resources are converted into internal competencies that affect a firm’s
entrepreneurial processes and outcomes (Alvarez and Busenitz 2001). In the context
of social entrepreneurship, this theoretical integration can help explain why some
firms convert external resources into performance gains, while others do not (Desa
and Basu 2013; E1 Ebrashi and El-Batawy 2024). Future research should examine how
social enterprise leverages government support internally — through managerial
capacity building such as strategic orientation and human capital development — to
maximize performance outcomes. Such research efforts would enable a more
nuanced perspective on not only resource acquisition, but also how social enter-
prises adapt, strategize, and innovate within complex institutional environments.

Second, future studies should look into how strategic motivations of entrepre-
neurs drive firm outcomes. While we consider government subsidies and joint
business partnerships as important organizational-level resource characteristics
that reveal the resource arrangement of social enterprises, it would be equally
interesting to assess how individual entrepreneur-specific resource characteristics
shape firm performance. Although the question of how entrepreneur-specific attri-
butes affect firm performance continuously raises the interest of practitioners and
policymakers, knowledge of related mechanisms has remained far from complete. In
current literature, scholars suggest that strategic motivations of entrepreneurs, such
as social entrepreneurial orientation and market orientation, affect economic per-
formance (Bhattarai et al. 2019; Cheah et al. 2023; Staessens et al. 2019). Consolidating
these diverse levels of resource characteristics innate to the firms and entrepreneurs
to conceptualize determinants of firm performance would be an invaluable contri-
bution to the study of social entrepreneurship.

7 Conclusions

Recognizing social entrepreneurship’s unique potential to address social and envi-
ronmental challenges, governments across the globe have implemented various
policies aiming to promote social entrepreneurship. Based on the perspective of the
Resource Dependence Theory, this study finds that social enterprises’ financial
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performance is positively associated with the non-financial support from the gov-
ernment, but not with the financial support from the government. This study further
finds that the impact of government’s non-financial support on the financial per-
formance of social enterprises is weaker when their CEOs have a longer tenure in the
social entrepreneurship context. This study endeavors to add to the existing body of
literature on the performance of social entrepreneurship and the role of government
in this sector. It also seeks to assist policymakers by demonstrating which types of
government support and which types of social enterprises are most likely to benefit
from such support.

Research funding: This work was supported by The Ministry of Education of the
Republic of Korea and the National Research Foundation of Korea (NRF-
2024S1A5C3A02043476).
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