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Abstract

The influence of environment on social entrepreneurship requires more
concerted examination. This article contributes to emerging discussions in
this area through consideration of social entrepreneurship in South Africa.
Drawing upon qualitative case study research with six social enterprises,
and examined through a framework of new institutional theories and
writing on new venture creation, this research explores the significance
of environment for the process of social entrepreneurship, for social
enterprises, and for social entrepreneurs. Our findings provide insights
on institutional environments, social entrepreneurship, and the interplay
between them in the South African context, with implications for wider
social entrepreneurship scholarship.

Keywords
social entrepreneurship, South Africa, environment, new institutional theory,
sustainable development, broad-based Black economic empowerment

It is two decades since the end of apartheid and South Africa’s first demo-
cratic elections. Upon gaining office in 1994, the then and current African
National Congress Government committed to the social, economic, and
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2 Business & Society

political transformation and development of South Africa, and to address-
ing the legacies and imbalances of the previous apartheid system. However,
to date, progress in transforming South Africa’s society and economy has
been mixed. South Africa is still one of the world’s most unequal coun-
tries, scoring 63.4 on the Gini index! (World Bank, 2009), while national
poverty levels, although declining, remain stubbornly high, with 31% of
South Africa’s population living below the national poverty line (Central
Intelligence Agency World Fact Book, 2014).

Other prominent sustainable development challenges faced by South
Africa include chronic unemployment, estimated at 25% (Trading Economics,
2014); low national skill and education levels; a high HIV/AIDS prevalence
rate estimated at 19.1%, with around 6.3 million South African’s living with
HIV and more than 2.4 million AIDS orphans (UNAIDS, 2014); high crime
rates; and limitations in basic service provision (e.g., access to clean drinking
water; Africa Check, 2013). There are limits to the capacity of South Africa’s
government to address these varied problems. While there may also be insuf-
ficient profit-making potential or an absence of requisite functioning market
institutions to encourage engagement with these issues by traditional busi-
nesses. It is in these “institutional voids” (Mair, Marti, & Ventresca, 2012) or
“gaps” (Kolk, 2014) that South African social enterprises are often active.

Business has a key role to play in South Africa’s transformation and
development. This includes not only traditional for-profit businesses, par-
ticularly through corporate social responsibility (CSR) activities, but also
social enterprises which combine economic and social objectives, with the
latter “built-in” to their operating models. In line with global trends, and
developments in the rest of Africa, there is increasing interest in and engage-
ment with social entrepreneurship and innovation in South Africa, as mecha-
nisms for addressing complex “wicked” sustainable development problems.
This is reflected in growing international and domestic research on social
entrepreneurship in South Africa (e.g., Karanda & Toledano, 2012); the cre-
ation of learning hubs for knowledge exchange (e.g., the Bertha Centre for
Social Innovation and Entrepreneurship [BCSIE] at the University of Cape
Town); and the formation of practitioner networks (e.g., The African Social
Entrepreneurs Network? [ASEN]).

However, while there is growing academic interest in social entrepreneur-
ship in South Africa, and across Africa more widely (Kerlin, 2008), at pres-
ent, this research remains quite nascent and fragmented. To date, there has
been limited consideration of how wider and ongoing debates about the defi-
nition and characteristics of social entrepreneurship, social enterprises, and
social entrepreneurs play out in African environments. These limitations are
highlighted in a recent contribution by Rivera-Santos, Holt, Littlewood, and
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Kolk (2015), which examines quantitatively social entrepreneurship across
sub-Saharan Africa, finding evidence of the significance of African contex-
tual dimensions for understanding social entrepreneurship in such settings.
Their findings support incorporating the consideration of the environment
into social entrepreneurship research to enrich our understanding of the phe-
nomenon globally, while they also call for more in-depth research of the kind
conducted in this article examining the interplay between social entrepre-
neurship and the environment within and across African countries (Rivera-
Santos et al., 2015).

The need for greater consideration of the influence of environment on
social entrepreneurship is further recognized in wider literature. For
instance, Mair and Marti (2006) comment how “social entrepreneurship has
different facets and varies according to the socioeconomic and cultural
environment” (p. 40). Similarly, Bacq and Janssen (2011) note that “the
influence of the external environment on the individual, the process and the
organization has only received little, if not to say no, attention in the social
entrepreneurship literature” (p. 387). Furthermore, much of the current aca-
demic discussion around the nature of social entrepreneurship is occurring
in United States and European forums, drawing largely upon understand-
ings, experiences, and data from the developed world. There is a need to
bring in more disparate voices and knowledge to develop richer, more
inclusive understandings in the field.

Drawing upon case study research with six social enterprises, this article
explores how social entrepreneurship in South Africa is shaped by its envi-
ronment, and particular institutional arrangements and contextual factors.
Discussions are informed by writing on new institutional theories, with work
on new venture creation by Gartner (1985) deployed as a framework for ana-
lyzing how environment influences social entrepreneurship as a process
(e.g., locating business opportunities and marketing products and services),
social enterprises (including their strategies for growth and resource acquisi-
tion), and the social entrepreneur (including his or her characteristics). This
article contributes to our knowledge of the South African institutional envi-
ronment. It adds to our understanding of the phenomenon of social entrepre-
neurship in South Africa. Finally, it provides insights on the dynamic interplay
between social entrepreneurship and the environment in South Africa, with
implications for wider social entrepreneurship scholarship.

The article is structured as follows. We first review the state of the field in
social entrepreneurship literature, focusing particularly on definitional debates
and work engaging with the themes of environment, and social entrepreneur-
ship in Africa, while also locating our study and its contributions in relation to
such work. We then reflect on the research methodology and introduce the
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case studies. This is then followed by discussion of the environment for social
entrepreneurship in South Africa. The influence of that environment on the
process of social entrepreneurship, social enterprises, and social entrepreneurs
is then analyzed. We conclude with detailed discussion of article’s contribu-
tions to knowledge and theory, and reflect on potential areas for future
research.

Literature Review

In his highly cited work, Gartner (1985) describes a framework for new ven-
ture creation integrating four interrelated elements, namely, the individual(s)
who start the venture; the organization they create; the processes underpin-
ning the new venture’s foundation and development; and the surrounding
environment. Unpacking these elements, Gartner first suggests that factors
such as age, education, previous work experience, as well as psychological
dimensions such as the need for achievement and risk taking propensity are
important characteristics in describing and differentiating entrepreneurs.
Second, Gartner contends that contrary to the approach adopted in much of
entrepreneurship research, it is important to consider the characteristics of the
organizations being created (which he describes particularly in relation to
strategic choices such as the competitive strategies firms chose). Third, in
describing the process of new venture creation, Gartner identifies six dimen-
sions of this process: (a) locating a business opportunity; (b) accumulating
resources; (c) marketing products and services; (d) producing a product; (e)
building an organization; and (f) responding to government and society.
Finally, Gartner identifies a host of environmental variables, from living con-
ditions to venture capital availability, barriers to entry, and the bargaining
power of suppliers and buyers. Gartner develops his framework and identi-
fies these variables drawing upon extant literatures. Yet he concludes by stat-
ing that neither his list of variables nor his wider framework claim to be
definitive and that he is rather arguing for descriptions of new venture cre-
ation that are more comprehensive, and which recognize and appreciate the
complexity and variation present in this phenomenon.

Gartner’s (1985) framework is adopted and adapted to structure discussions
and inform our analysis in this article, including our selective engagement with
Gartner’s wider variables. Attention focuses particularly on three of his identi-
fied relationships: between the environment and the process of (social) entre-
preneurship, between the environment and the (social) enterprise, and between
the environment and the (social) entrepreneur (see Figure 1).

Gartner’s (1985) framework has been deployed in wider social entrepre-
neurship literature. For example, Bacq and Janssen (2011) use it to structure
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Figure |. Gartner’s framework adapted for this research.

their literature review and analysis of the state of the social entrepreneurship
field and, in particular, to consider whether research from different geograph-
ical spaces focuses on different elements of his framework (e.g., the U.S.
Social Innovation School with its strong emphasis on the entrepreneur and
his or her characteristics vs. the European EMES? approach which stresses
collective governance mechanisms and focuses much less on individuals).
Bacq and Janssen’s work illustrates how Gartner’s framework can be adapted,
with criteria such as social mission, and its relationship with productive
activities, added as part of their comparison of different understandings of the
process of social entrepreneurship. They further introduce the criteria of
(appropriate) legal forms, and constraints on profit distribution, to consider
different understandings of what constitutes a social enterprise.

In this article, Gartner’s framework adds structure to discussions and also
variables for analysis. The qualitative in-depth case study approach adopted
here, furthermore, aligns well with Gartner’s arguments regarding recogni-
tion of heterogeneity and complexity in the phenomenon of new venture
creation.

The Environment

The importance of the environment and its influence on new venture creation
has long been recognized in wider entrepreneurship literature (Low &
Macmillan, 1988), with calls for it to be given greater attention in social
entrepreneurship research (Haugh, 2005). Early recognition of the signifi-
cance of environment in social entrepreneurship studies can be found in writ-
ing by Mair and Marti (2006), while more recently, it has been discussed in
relation to social bricolage (Di Domenico, Haugh, & Tracy, 2010), the legal
forms adopted by social enterprises in different countries (Peattiec & Morley,
2008), its manifestations in particular national contexts (e.g., Germany;
Engelke, Mauksch, Darkow, & von der Gracht, 2014), and how characteris-
tics such as the relative importance of formal and informal institutions
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(Rivera-Santos, Rufin, & Kolk, 2012), and the quality of economic and phys-
ical infrastructures (Partzsch & Ziegler, 2011) affect the emergence of such
ventures.

Munoz (2010) proposes a more geographically orientated research agenda
on social entrepreneurship, identifying the need for greater engagement with
space and place in understanding issues such as social enterprise impact, the
characteristics of social entrepreneurs, and interactions between social enter-
prises and policy, including how these relationships are mediated by issues of
power and agency. Bacq and Janssen (2011) meanwhile, in their review of the
state of the social entrepreneurship research field, also consider the influence of
geography on social entrepreneurship definitions, on the process of social
entrepreneurship, and on organization characteristics. They conclude by calling
“for further research on the role of the environment in social entrepreneurship
. .. maybe on the basis of theoretical frameworks like contingency and new
institutional theories” (Bacq & Janssen, 2011, p. 391). Finally, and as discussed
earlier, Rivera-Santos et al. (2015) recently examined social entrepreneurship
across sub-Saharan Africa and its relationship with environmental characteris-
tics, where they identify the need for “more fine grained analyses” (p. 21), of
the kind conducted in this article, at country and even community levels.

This article responds to these varied calls to pay greater attention to the
environment and contextual dimensions in social entrepreneurship research,
with these studies also providing strong justification for our work. However,
drawing upon new institutional theories, our study further contributes toward
the need identified for more theoretically engaging social entrepreneurship
scholarship (Dacin, Dacin, & Matear, 2010; Santos, 2012).

New institutional theories are now widely deployed across the manage-
ment discipline, with studies drawing particularly upon more sociological
traditions (Di Maggio & Powell, 1983; Scott, 2001). Central to new institu-
tional theories is the idea that organizations and their behaviors are shaped by
the institutional environment in which they are located (Scott, 2001). The
degree of agency organizations have relative to their environments, as well as
their role in establishing and influencing such environments, is a significant
area of difference between new and old institutional theory (Barley & Tolbert,
1997).

Institutional environments are commonly considered to comprise three
principal components, the regulative, normative, and cognitive “pillars”
(Scott, 2001). When applied at a national level of analysis, the regulatory pil-
lar represents the laws and rules in a particular country promoting certain
types of behavior and restricting others. The normative pillar meanwhile
refers to more general values, norms, and beliefs about acceptable types of
behavior by and within organizations. Finally, the cognitive pillar focuses on
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individual understandings and how certain types of behavior become embed-
ded. New institutional theories posit that organizational structures and behav-
iors develop to reflect the legislative, normative, and cognitive requirements
of institutional environments, adherence to which ensures legitimacy.
Isomorphic processes are suggested to drive this process, for example, coer-
cive isomorphism linked to the regulatory pillar where organizations adhere
to national legal frameworks or mimetic isomorphism where organizations
move toward “best practice” in an area of activity, where this practice is
regarded as particularly legitimate in an organizational field.

New institutional theories have been applied in the study of organizations
in transition economies, for example, economies in East and Central Europe
after the fall of communism (Roth & Kostova, 2003), where authors note the
tendency that some older inefficient institutions persist even after radical
institutional change, and that new institutional structures are in part often
built on pre-existing ones. Roth and Kostova (2003) introduce the notion of
“institutional imperfections” to describe scenarios where there is a gap
between a desired institutional arrangement and the actual institutional form
during periods of transition. This writing and these ideas have salience for
South Africa, which underwent its own major economic, social, and institu-
tional upheavals and transitions following the end of apartheid.

Engagement with new institutional theories can also be found in subsis-
tence market literatures. For example, Rivera-Santos et al. (2012) analyze the
impact of institutions on the structure of partnerships in subsistence markets
(see also De Soto, 2000; Rivera-Santos & Rufin, 2010). These studies empha-
size the uniqueness of the institutional environment in subsistence markets,
where normative and cognitive institutions are suggested to prevail, with
regulative institutions playing a much smaller (or negligible) role. It is sug-
gested that in subsistence markets, business ecosystems are often character-
ized by a higher prevalence of structural holes, with regulatory gaps also
often prevalent. Informed by this literature, it may be questioned where South
Africa is positioned on a spectrum between subsistence markets with serious
institutional gaps (at least in formal/regulatory terms) and developed coun-
tries with more established/mature institutions.

The subsistence markets literature is also useful in developing notions of
institutional “voids” or “gaps.” For example, Parmigiani and Rivera-Santos
(2015) identify five types of institutional voids, including product market,
labor market, capital market, contracting, and regulatory. While Kolk (2014)
suggests that institutional voids should not be conceived as spaces “empty”
of institutions, but rather that informal rules or arrangements may exist yet
they may be insufficient to enable the overall proper functioning and devel-
opment of markets. Kolk proposes the term institutional “gaps” as an
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alternative to “voids” reflecting the varying degrees to which institutions
may be present or absent in such markets. These literatures again raise ques-
tions about the presence and absence of institutions and the types of gaps or
voids that exist in the South African environment and the roles social enter-
prises play in filling these.

Within the social entrepreneurship literature more specifically, the use of
new institutional theories as an explicit theoretical lens remains limited. In
one early example, Dart (2004) explored the global proliferation of the social
entrepreneurship agenda using institutional theories to understand the role of
socio-political context in this process. More recently, Nicholls (2010) deploys
new institutional theories to examine the microstructures of legitimation that
have characterized the emergence of social entrepreneurship as a field of
research and practice. However, both these studies focus on social entrepre-
neurship at a macro and global level rather than examining its particular
manifestations in a specific country context, as occurs in this article. In this
article, new institutional theories are deployed as a lens not only to under-
stand the environment for social entrepreneurship in South Africa but also to
inform our analysis of how this environment influences processes of social
entrepreneurship, social enterprises, and social entrepreneurs.

Social Entrepreneurship, Enterprises, and Entrepreneurs

Shared understandings and definitions of social entrepreneurship, social
enterprise, and social entrepreneur remain elusive and are complicated by
environmental factors. Social entrepreneurship has been defined as a pro-
cess “involving the innovative use and combination of resources to pur-
sue opportunities to catalyze social change and/or address social needs”
(Mair & Marti, 2006, p. 37). Given the developing world focus of this
research, and its engagement with new institutional theories, a further
useful definition is that offered by Seelos and Mair (2005) who propose
that “social entrepreneurship creates new models for the provision of
products and services that cater directly to basic human needs that remain
unsatisfied by current economic or social institutions” (p. 48). In this
article, we deploy the term social entrepreneurship in two ways. First, we
use it to refer to the overarching field of social entreprencurship research
and practice. Second, applying Gartner’s (1985) framework, social entre-
preneurship is conceived as a process, for example, Bacq and Janssen
(2011) define social entrepreneurship as “the process of identifying, eval-
uating and exploiting opportunities aiming at social value creation by
means of commercial, market-based activities and of the use of a wide
range of resources” (p. 388).
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Consensus on the definition of social enterprise is similarly lacking, yet
some frequently discussed characteristics can still be identified. For example,
the centrality of a social or ethical mission is a common element in many
definitions, with the primacy given to social over economic value creation
suggested to be a key boundary condition separating such enterprises and
“traditional” businesses (Dees, 2003; Defourny & Nyssens, 2006; Munoz,
2010; Peattie & Morley, 2008). Income generation through trading is another
widely discussed trait and a way in which social enterprises can be distin-
guished from charities (Langdon & Burkett, 2004; Smallbone, Evans,
Ekanem, & Butters, 2001). Other commonly identified attributes include
stakeholder participation in governance (Defourny & Nyssens, 2006;
Thompson & Doherty, 2006), limited profit distribution or profits reinvested
for social purposes (Langdon & Burkett, 2004), a non-profit maximizing
approach (Defourny & Nyssens, 2006), and innovation in addressing social
problems (Dees, 2003). To date, discussion of the characteristics of African
social enterprises and how they may differ from such ventures in other parts
of the world remains limited. As highlighted by Rivera-Santos et al. (2015),
there is also a need for greater consideration of variation across the African
continent. Particularly pertinent may be the consideration of countries with
different colonial histories, those in peaceful versus conflict affected states,
those with varying levels of corruption, and those at different stages of eco-
nomic and institutional development (e.g., subsistence economies vs. an
emerging economy like South Africa).

Finally, there is the social entrepreneur, the individual(s) who found(s)
the venture. A significant body of work now exists on social entrepreneurs
and their characteristics (Catford, 1998; Chell, 2007; Peredo & McLean,
2006), often emphasizing their heroic “changemaker” status. Yet, in more
European research traditions, the collective rather than individual nature
of social entrepreneurship is often highlighted (Spear, 2006), with the
social entrepreneur frequently accorded a secondary role (Bacq & Janssen,
2011). Furthermore, some studies highlight the potential for social intra-
preneurs driving positive behavior change from within organizations (Mair
& Marti, 2000).

Research on Social Entrepreneurship in South Africa

Literature and research on social entrepreneurship in South Africa remains
relatively sparse. In one early example, Thompson and Doherty (2006) con-
sidered the social enterprise “Play Pumps” as part of an insightful, but
descriptive, review of international cases. To date, perhaps the most compre-
hensive study of South African social enterprises was conducted by
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researchers at the University of Johannesburg supported by the International
Labour Organization (ILO) and Belgian government. This study involved
case study work with 24 South African social enterprises with an emphasis on
best practice learning, and examining their backgrounds and history, business
models, their target market, and issues of replicability. From this research,
various tools, guides, and training materials were developed as well as reports
addressing themes like impact measurement (Fonteneau, 2011) and appropri-
ate enabling policy responses (Steinman, 2010; Steinman & van Rooij, 2012).
While this work also offers significant insights, particularly for practitioners
and policy makers, its theoretical engagement and contributions to wider
social entrepreneurship scholarship are more limited.

Moving beyond the social enterprise as the unit of analysis, Urban (2008)
quantitatively examines the intentions of South African students to engage
in social entrepreneurship activity, and the skills and competencies required
for success. In further justification for this article, Urban (p. 347) comments
that social entrepreneurship is not only under-researched in a South African
context, but given the sustainable development challenges the country faces,
social entrepreneurship is also critical as “a phenomenon in social life.” In a
more recent study, Karanda and Toledano (2012) consider narratives and
discourses of social entreprencurship, reflecting on how the meaning of
“social” changes in South African and wider developing world contexts.
Their study is conceptual but posits that the phenomenon of social entrepre-
neurship including its practice is highly contextual, again providing support
for this article.

Limited academic work on social entrepreneurship in South Africa can be
partially supplemented by practitioner literature, for example, Fury (2010)
discusses social enterprise development in South Africa, and opportunities to
create a virtuous cycle of investment, start-up, and impact, particularly in
relation to Broad-Based Black Economic Empowerment (B-BBEE), a theme
which is further explored in this article. Meanwhile, Meldrum (2011) consid-
ers social impact measurement and the application of European models to
African contexts with reference to social enterprises in the Western Cape.
Organizations such as the Social Enterprise Academy Africa (SEAA), ASEN,
and UnLtd South Africa have also made a range of training materials avail-
able for social entrepreneurs. However, while useful, such work retains a
strong practitioner rather than scholarly focus.

In summary, there is much about social entrepreneurship in South Africa
that we still do not know. This study aims to contribute toward addressing
some of these gaps, while also providing insights to enhance our understand-
ing of social entrepreneurship across sub-Saharan Africa, the wider develop-
ing world, and globally.
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Social Entrepreneurship in South Africa

The practitioner organization SEAA (2014) describes social entrepreneurship
as “a way of doing business that makes positive social and/or environmental
changes,” while ASEN (2014) defines social enterprises as “the organizations
social entrepreneurs have established to put their innovations into practice
encompassing small community enterprises, co-operatives, NGOs using
income generating strategies to become more sustainable, social businesses
or companies that are driven by their desire to bring social or environmental
change.” Finally, UnLtd South Africa (2015) identifies social entrepreneurs
as “passionate people who are committed to deliver sustainable solutions to
social challenges in South Africa.” These local definitions illustrate the grow-
ing embeddedness of social entrepreneurship in South Africa. Yet interest-
ingly, they also suggest a significant international influence on the definition
of social entrepreneurship, enterprise, and entrepreneur in the South African
context, and in how these terms are deployed by local practitioner groups.

Social entrepreneurship has quite a long history in South Africa with the
U.S. Ashoka Foundation first establishing offices in the country in 1991 (there
are now more than 300 Ashoka Changemakers in Southern Africa, many in
South Africa). However, as early as 1892, South Africa’s first co-operative was
formed in Pietermaritzburg, while during the apartheid period, South Africa
also developed a strong civil society and tradition of social activism. Yet it is
over the last 10 to 15 years in particular that social entrepreneurship as a phe-
nomenon, and the social economy in South Africa, has blossomed. For instance
in 2001, PhytoTrade Africa, the trade association of the Southern African natu-
ral products industry, was established with the aim of alleviating poverty and
protecting biodiversity. Three years later in 2004, Cooperation for Fair Trade in
Africa (COFTA) was formed, including South African members. More recently
in 2009, ASEN was created (though this suspended activities late 2014), and in
2012, the SEAA began, both based in South Africa. As previously discussed,
growing practitioner activity has also been accompanied by increasing aca-
demic engagement, for example, in 2010, the Centre for Social Entrepreneurship
and the Social Economy (CSESE) was founded at the University of
Johannesburg. The burgeoning of social entrepreneurship in South Africa is
perhaps best typified by Johannesburg and CSESE hosting the 2011 Social
Enterprise World Forum. Table 1 provides an overview of key events in the
history of social entrepreneurship in South Africa.

Method

This article draws upon case study research with six South African social
enterprises. Table 2 provides a more detailed description of the cases including

Downloaded from bas.sagepub.com by guest on May 6, 2016


http://bas.sagepub.com/

‘swwedaSo.y 91edynas) diysunsusadsiiug [B1D0S = dDJS 92USIdS ssauisng
JO @1MIsu| uop.on) = sg|9 ‘Awouod] [e120g Y3 pue diysunaua.ada.iug [e120g oy 8.43us)) = 53S0 ‘uoneziuediQ JNOQET [BUOREBUIRIUl = O] HHOMIBN
sanauauda.iug [e10g uedLY = NISY 9SUBYIXT JUSWISIAU| [BID0S UBDLIY YINOS = X|SVS ‘BdLY Ul 9ped] Jied Joj uonetadood = 140D 910N

"J103BJI9[220Y 12edw| [eID0OS saydune| ingsauueyo[ gnHidedw| ¥10T
(S007) 312V 2AneI2d00D) 01 SJUBWPUBWY ‘BILIY uoneziuediQ dped] Jieq PHOAA—Y 140D €102
pawLio} edlupy Awapedy asludaaiug [enog 10T
8ungsauueyo[ ‘wnio4
PIHOAA 3slidumiug [e1dog tumo] aded) jo AusuaAlun payoune| diysanauaadauiug pue uoneAouu| [BIDOS 10} 34U BYLIDg 1102
Sldomawiel
Yakd YIMOID) MO JUSWIUISAOS UBDLIJY YINoS ‘dDIS saydune| sg|o 3angsasuueyof jo AlsIoAluM Y3 38 papunoj 35350 0102
S92UBWIWOD ApN3s YdJeasad 3s1uduaius [e1d0s (7| "PRIBIID BILY YINOS pPITun PUB NISY 600C
paydune| X|SVS 900C
(S00T 40 ¥1 "ON 2y) 12V saAnesadoo) S00¢
$00T ‘®21y Yanog Joy Ad1jod Iuswdopasq aAnesad-0D) pawio) 140D 00T
10y JuswIdMmodwy d1wouod] dde|g paseg-peo.g £00C
PawW.io} edLiyy 3pe | 034y 100C
Suipuny Jouop [euOIBUIDIUL UJ UOIIINPA ‘ADBUDOWSP O UOKISUE.] JO puUJ 6661
8161 1V 3uisieapuny
9ANDIAISAU sjeadad (L6 ) 32V suonesiueSiQ 3Jold-UopN ‘sasned pooS 03 spaadoJd saInglisip (£66|) 3PV S21493130| [euolIeN 1661
BOLYY UINOS Ul SUOIID9O [BIO| PUE [BUOIIRBU 99.) 3514 ¥661
BOLYY YINOG Ul $3213)0 suado uonepunod eoysy 1661
23Jawa saAnelado-0d uolun apea) ‘saAlelado-0d [ean3ndLsy s086 |
(p1ayaJede jo mouyauaA0)
sanssi [eonijod Japim pue (AIaAljap 92IAJ9s J9339q “8'9) sanss| [el1ew [ed0]| punoJe Sujudredwed  SIIAI,, JO YIMOID) S0L6 |
*A32190s |IAID [e20] Sulpuny uISaq sdouo(] AMuewny IsureSe awiJd e plylJede sauedap suoneN palun 996
aARRId(-07) stownsuoy) 3unqziewlaiald oyl jo Suipunoy 2681
SJUSAZ Jea A

B2l Yanog ui diysanauaadaniug [e100S Jo A101sIH Yl Ul SIUSAT A9Y °| 3|qeL

Downloaded from bas.sagepub.com by guest on May 6, 2016

12


http://bas.sagepub.com/

(panunuod)
‘swa|qo.d
pUE Spaau [eI>0S SSA.ppE 0}
"42.e959. UONBAISSGQO SIU9AS pue saAnesado-0d asn (eo1py
‘saAnesado-07) SWEDJIIS SWODUI JUIBYIP ‘Awouods aAnesado-od e jo yanog (sAneJado
“JUsaWdAOW saanesado-od quauaylp  Juswdopeasq Buiuueld Jusas SSO.DE -02 1yyoud
9AneJado-0d suapea]  ‘(Sy13JS Wody “8'9) SI2BUOD  UO SNJO) B YIIM SANEI2d0-0D 9AIDE) -104) a8¢|IA
‘J9PUNO4 [SMIIAIRIU| Sulure.y wouy swody| JO JusWYs||qeISe S9IE'II[1DB Suainen sueaf ¢ S|IPIS YL
‘fAoyiny @07 'sdfes y3noays 3uluieisns-j[as ‘dnougy uIyoso4 yum  (snuewsH
‘JaUlIed J01D9G AL D4 ‘suoneuo( 'sad) Suluiesy diysusuyaed go4 swe.doud pue
‘Jauaed ajeJdodiod) ‘$10BJ3U0D 3DIAJSS ‘s3onpoud 1u0ddns ssauisng pue  eysiiaAeyd)
“139/0.g poon) [994 Jo 3es pue uononpoud diysunauaudaaaug ‘uoneaud Ul saydue.q)
Ja3euely ‘4aSeuel Suipnut ‘sa2.4nos jo qof 'sp|ay jo A1aLIeA B ul aden  sueaf (p11gAy)
*J9pPUNO4 [SM3IAIIU| A121BA ® WOy dwodu|  Sujure.d pue 3uswdojRASp s||PIS UJISISIAA 7T uJes 01 uJeaT
2Isnw
‘suoieuop  y3nouys ydes.aano Aunwwo))
ssauisnq pue 91eAlId pue  'S9AI| 9|qBUIBISNS SJOW BAl| O) (ayoud-aoy)
SJOJISIA ISLINO | 'S?IN}} pue way djpH "ajdoad 8unoA jo (aesseoely) A1anog
swnup Ae]> jo ojes pue  judwJamodws pue ‘Suliojusw aden Jessede|,|
SJ9PUNO4 :SM3IAI9IU| UondNpo.d Wouy swodul sures) ‘uiureny s||pys Auanod UJDISIAA  SJeaf § Ajpno.d
uo1129||0d BIEp AJewlid UOIIEPUNOJ dIWOUOD] uolssiw |e120g uoned0 a3y astudaaua
[e1og

‘sastudasiug [e1og Apmig ased) ‘g djqeL

13

Downloaded from bas.sagepub.com by guest on May 6, 2016


http://bas.sagepub.com/

uswsmodwiy Jlwouod] dde|g paseg-peodg = 33gg-g ‘senlioyany Sululed | uonesnpd s||bjS = Sy 13S 223lodd poon) [984 aYy | = dD4 910N

J9pUNO4 :M3IAIRIU]

*J98eue} uondnpo.y
‘J1a8euel, SunadjJel
JBUMQ SMIIAIIU]

‘yoJeasad
uoneAsasqQ ‘saalddng
‘1ageuel, uonepuno

‘J9pPUNO4 [SM3IAIDU|

'skoy 3os Aunxn| Jo ajes
pue uonsnpo.d wo.j swodu|

'3399-9 ysnoiy
110ddns juswdojsasp

ssauisng "sa002 JO Jes

pue uononpoud wouj sawodu|
‘dinbeuoyg
Aq papuny oquieyn
*S12BJIUOD DDIAIDS [BIUI[D
OS]y ‘SJ3SN JIeYd|33ym 1oy
S9DIASP PaZIWOISND pue
juawdinba 110ddns Apoq
JO 3JBs pue ‘aunmdejnuew

‘ugIsop woJy awoodu|

‘pun4 sjenuassy
Jeag 01 usAIg siyoud xer-aud
Jo 1ued ‘susulJed ssauisnq

SB POA|OAUI SISy "USWUOM
pagejueapesip .oy diysiaumo
pue ‘Bujuresy quswAoldws
Buriamodwiy ‘skoy 3os

payeaopuey anbjun jo uonesu

‘pung 3snuj ySnouys

Aynba aafojdw3 "diysumon
BYSII[9ABY | WO.l USWOM IO}
uawAojdwa Suriamodws
Buipiaroud sunasiq pue

S31002 SpeWpUERY SIINPO.IJ

‘Aoed0ApE AMjigesip ul
3upliom DdN oquieyn sty
Yanog ul suoi3aJ padJnosa.
Japun ui 8uiAl ssoys
Apreinonaed ‘sanijiqesip yum
9|doad .oy sadiasp Aljiqow
pue Swa3sAs AIDAI|SP 3D1AIDS

9]|qeuUIRISNS PUB SABAOUU| SJd1JenbpesH

aden

UJIDISIAA

umo ] aden
J0 gangns

1uaqepN

*saoulAo.d
uedLIpy
yanos Inoy
ul sayduelq
‘umo] ade

(ayoud
sieak ¢ Joj) eulune ]
(ayoud uoy)

Auedwon
abjood
sieak  eysipRAeY))|

ol eyl

(PrgAy)

uonepuno4

dinbeuoyg

oquieyn

saeal ay3 pue
ST dinbeuoyg

uo3|0d e1ep AJewlid

uoljepunoj diuouod3

uoissiw |eldog

uonedon

a3y asud.isius
[e1>0g

(panunuod) 'z ajqe

Downloaded from bas.sagepub.com by guest on May 6, 2016

14


http://bas.sagepub.com/

Littlewood and Holt I5

their age, location, social and/or environmental missions, the economic foun-
dation of the venture, and the primary data collection undertaken with each
case for this research. Access to, and the participation of, the cases was gained
through a local social enterprise network (ASEN). The cases were selected on
the basis that they represented a variety of ages (from 3 to 25 years), were of
different sizes, had different social and/or environmental missions, had differ-
ent economic foundations, and to cover more than one region (e.g., Western
Cape and Johannesburg and Gauteng). This approach had benefits in provid-
ing a broader perspective on the landscape of social entrepreneurship in South
Africa.

The case studies and their founders self-identified as social enterprises.
Self-identification has been widely used in social enterprise research to medi-
ate some of the definitional ambiguities previously outlined (see Lyon,
Teasdale, & Baldock, 2010; Mair, Battilana, & Cardenas, 2012). Yet recent
research by Rivera-Santos et al. (2015) has also identified challenges in such
an approach, and the need for care and reflexivity when it is adopted.

An exploratory inductive approach was used in this research, building
knowledge from the ground up through analysis of the case study data and
case comparison (Eisenhardt, 1989). Qualitative data collection methods
were primarily used including individual and group interviews, and observa-
tion research. This was supplemented with analysis of secondary materials
(e.g., annual reports), while wider analysis of legal and policy documents,
practitioner literature, and media sources was also undertaken as part of
developing an understanding of the institutional environment for social entre-
preneurship in South Africa. In total, 25 interviews were conducted, includ-
ing with the founders of the six cases, managers in the ventures, external
partners, and supporters (e.g., private sector actors, government representa-
tives, and co-operative leaders). These interviewees provided diverse insights
on the relationship between social entrepreneurship and the environment in
South Africa, for example, its influence on business models, on strategies for
resource acquisition, the characteristics of social entrepreneurs, and so on.

Data were collected during fieldwork in November 2011, and May to June
2012. Participants were identified through engagement with the case organi-
zations to manage issues of access and trust, although the actual data collec-
tion was carried out independently. Verbal informed consent was ensured,
wherever possible interviews were recorded although participants were given
a choice in this with recording equipment placed in full view of respondents.
An interview guide was used, but with a flexible approach adopted in discus-
sions to allow for following of emergent themes. Recordings were then tran-
scribed for data analysis. Data analysis followed an inductive coding process
informed by the aims of the research (e.g., to explore the relationship between
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social entrepreneurship and the environment in South Africa). Key themes
were identified from the data, for example, information pertaining to charac-
teristics of the South African environment, to the process of social entrepre-
neurship, to social enterprise operating models and strategies, and to the
characteristics of social entrepreneurs, with these themes then further
unpacked. Finally, through a reflexive sense-making process involving the
identification of cross cutting themes and relationships, inter case analysis
including the identification of similarities and differences, and reference to
the Gartner framework, understanding was gained of the contextual embed-
dedness of social entrepreneurship in South Africa.

Findings
The Institutional Environment

Regulatory aspects of the South African institutional environment for social
entrepreneurship will first be explored. Explicit engagement with social
entrepreneurship in either policy or legislation by South Africa’s government
remains limited. Unlike the United Kingdom’s Community Interest Company,
or the B-Corporation in the United States, there is no specifically designed
legal form for social enterprises in South Africa, with this gap identified as an
obstacle to sector development (Steinman & van Rooij, 2012). Accordingly,
social enterprises come in a variety of legal forms, with Legal Resource
Centre (LRC; 2011) identifying three principal groupings: (a) non-profit enti-
ties including Voluntary Associations, Trusts, Section 21 Companies/Non-
Profit Companies (NPC)*; (b) for-profit entities including co-operatives and
private companies; and (c) hybrid structures where social enterprises divide
their aims, objectives, and activities between two or more legal entities (e.g.,
combining a for-profit private company with a not-for-profit organization
like a trust). Our case studies comprise of four for-profit social enterprises
and two hybrid structures (see Table 2). One area for future research, and to
extend and enhance our study, might be to focus more on social enterprises
adopting exclusively non-profit legal forms.

Varied legislation is significant in informing the activities of social enter-
prises in South Africa, including legislation relating to non-profits such as the
Non-Profit Organisations Act (1997), to co-operatives (e.g., the Co-Operatives
Act, 2005), to wider business legislation (e.g., the Companies Act, 2008), and
to empowerment legislation such as the Broad-Based Black Economic
Empowerment Act (2003, as amended in 2013).5 This article focuses in par-
ticular on this Act, the aims of which are transformation and the empower-
ment of previously disadvantaged South Africans, also known as Broad-Based
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Black Economic Empowerment (B-BBEE). B-BBEE is a critical concern in
wider business and society relationships in South Africa (Andreasson, 2011;
Arya & Bassi, 2011). Since the end of apartheid, if not before, for-profit busi-
nesses in South Africa and particularly corporations have been under pres-
sure to engage with the national empowerment agenda, to gain or retain
legitimacy, and to secure their social licenses to operate.

The aforementioned National Broad-Based Black Economic Empowerment
Act (2003), and amendments to it, allows for South Africa’s Government to
issue “Codes of Good Practice” in relation to B-BBEE. The first full iteration
of these Codes was gazetted by South Africa’s government in 2007 and encom-
passed seven elements. These seven elements of the Codes formed the basis for
the creation of a Generic Scorecard against which company B-BBEE perfor-
mance could be assessed. Babarinde (2009) describes these seven elements,
their indicators, and the relative weighting given to them in the B-BBEE scor-
ing process, as follows: (a) Ownership—the transfer of ownership to Blacks
(20 points), (b) Management Control—the share of Blacks in senior manage-
ment (10 points), (c) Employment Equity—alignment with the Employment
Equity Act (15 points), (d) Skills Development—the share of payroll devoted to
training (15 points), (¢) Preferential Procurement—procurement from “Black-
owned” firms (20 points), (f) Enterprise Development—investment in “Black-
owned” firms (15 points), and (g) Socio-Economic Development—supporting
community initiatives (5 points).

Based on their overall B-BBEE performance, companies achieve a
B-BBEE status from Level 1 to Level 8 (with Level 1 the highest B-BBEE
contributor level) and a corresponding procurement recognition level.
Companies can claim points for their own B-BBEE scorecard by procuring
from B-BBEE compliant businesses, particularly those that have achieved
higher B-BBEE levels. Companies set their own targets and measure prog-
ress internally or through an auditor. The 2013 amendments to the National
Broad-Based Black Economic Empowerment Act (2003) were accompanied
by the issuing of new “Codes of Good Practice” on B-BBEE. These Codes
reduced the scorecard elements from seven to five by combining Management
Control and Employment Equity into Management Control (15 points), and
combining Preferential Procurement and Enterprise Development into
Enterprise and Supplier Development (40 points). The data collection on
which this article is based was carried out prior to these amendments. While
we view that they do not substantively alter the findings, we are cognizant of
these changes, which are ongoing, in our discussions. One avenue for future
research building upon this study might be to consider in greater depth, what
difference, if any, these changes have made to the practice of B-BBEE in
South Africa including implications for social enterprises.
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While engagement with B-BBEE is voluntary, and there are no direct
financial penalties for noncompliance, it is a key criterion in winning public
sector procurement and service contracts, particularly in light of legislation
like the Preferential Procurement Policy Framework Act (2000) and the more
recent Preferential Procurement Regulations (2011). There are further “busi-
ness case” benefits for engaging with B-BEEE, including difficulties in find-
ing other businesses to sell too if a company does not embrace the
transformation agenda, priority access to finance from banks for B-BBEE
compliant companies, and the potential to tap into a key emerging market as
the transformation of South Africa’s society continues. Finally, there are tax
incentives for socioeconomic development activities and B-BBEE procure-
ment. As will be explored further in later discussions, B-BBEE legislation
has significant implications for social enterprises in South Africa, with for-
profit enterprises and particularly the corporate sector engaging with social
enterprises through the framework of B-BBEE. This legislation also has
implications for relationships between social enterprises and South Africa’s
government, particularly where social enterprises are entering into procure-
ment contracts and undertaking service provision.

A final significant regulatory dimension of the institutional environment
in South Africa relates to national policies such as the Co-Operative
Development Policy for South Africa (DTI, 2004), and more recently the
New Growth Path (RSA, 2011) with it accords on National Skills, Basic
Education, Local Procurement, and the Green Economy. Indeed the role of
the social economy, including social enterprises, in sustainable job creation is
explicitly recognized in the New Growth Path framework.

However, to understand the institutional environment in South Africa and
its influence on social entrepreneurship, it is important to also consider the
environment’s normative and cognitive dimensions. It should first be noted
that while engagement by social enterprises with transformation and empow-
erment issues may be encouraged by regulation, there are also pressing nor-
mative expectations, and it is perhaps even cognitively taken for granted, that
organizations and individuals across South Africa should contribute to
addressing these legacy issues and the country’s wider sustainable develop-
ment challenges. Other more normative influences on social entrepreneur-
ship and enterprises in South Africa include emerging practitioner networks
and a growing number of training and support providers, for example, SEAA,
UnLtd South Africa, Greater Good South Africa, ImpactHub, the Bertha
Foundation and the BCSIE, and the International Centre for Social Franchising
among others. Such organizations may exert mimetic isomorphic influences
on social enterprises moving them toward “best” or “common” practice in the
field. These organizations often have strong international links with global
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social enterprise organizations and networks, for example, SEAA is an affili-
ate of the Social Enterprise Academy Scotland, while CSESE was launched
with support from the ILO. Other domestic actors are also engaging with U.S.
organizations such as Ashoka (which has had an office in South Africa since
1991) and the Schwab Foundation. These examples show that South Africa
does not exist in a vacuum, with the emergence and local understandings and
practices of social entrepreneurship reflecting the interplay of domestic and
international influences, and informed by global developments in the social
entrepreneurship field (Nicholls, 2010).

In the “Literature Review” section, this article introduces notions of insti-
tutional “voids” and “gaps” and questions where South Africa should be
located on a spectrum between subsistence markets and developed countries
(with mature and established institutions). We suggest that South Africa occu-
pies a somewhat intermediate “emerging market” position (Khanna & Palepu,
1997). Formal institutions in South Africa are relatively strong, and in many
areas, its economy is advanced. For example, South Africa has a sizable man-
ufacturing sector estimated at 17% of GDP (RSA, 2014), which is dominated
by medium and large companies, while regulation governing business activity
is mature and largely enforced. However, concurrently the informal economy
remains an important part of South Africa’s overall economy. For example, in
South Africa’s 2012 Labour Force Survey, it was suggested that more than two
million people were active in the informal economy (excluding the agricul-
tural sector), while some recent estimates have valued the informal economy
at around 28% of South Africa’s GDP (South African LED Network, 2014).
This coexistence of the formal economy with a large informal economy often
necessitates South African social enterprises to be active in both, perhaps pro-
viding linkages between them to address institutional gaps.

Environment and the Process of Social Entrepreneurship

As outlined previously, Gartner (1985) identifies a number of variables in the
process of new venture creation. These variables are adapted to inform the
following discussions of the influence of environmental characteristics on the
process of social entrepreneurship in a South African context.

Opportunities for South African social enterprises, and the nature of the
social needs addressed by them, reflect the country’s socioeconomic context
and institutional environment. Illustrating this, the low skill and education
level of many previously disadvantaged South Africans are widely recog-
nized as a key national development challenge. This is reflected in legislation
such as the Skills Development Act (1998) and Skills Development Levy Act
(1999), and policy documents such as the National Skills Development
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Strategy III (RSA, 2012). Skills development and training is furthermore
regarded as a key mechanism for addressing some of South Africa’s broader
social challenges which include economic exclusion, unemployment, crime,
and HIV/AIDS. Reflecting the overall significance of education and skills
development needs in South Africa, five of the six case studies carry out work
linked to training, education, and wider personal development. For example,
the social enterprise Learn to Earn (LtE), through its training centers in the
Khayelitsha and Zwelihle townships, provides training in a variety of fields,
including sewing, woodwork, baking, basic education, and life skills, and
since its inception has trained more than 9,000 unemployed people. Through
its business resource centers, LtE also runs entrepreneurship and business
support programs, engaging in informal markets and with informal economy
actors.

The interview quotation below illustrates these deficiencies in skill, edu-
cation, and employability in the South African labor market, and the linkage
role that South African social enterprises are playing to address these institu-
tional gaps. However, interestingly, it also suggests that social needs in South
Africa may be different from those in other parts of sub-Saharan Africa:

there is a difference between you go to a rural community in Mozambique and
you say like literally there is nothing . . . there are jobs but they fall to skilled
people, or semi-skilled people and these guys don’t have that, there are tonnes
and tonnes of people who simply cannot find a job because they don’t have
what you need to get you through the door. Even someone who is a receptionist
you need to be able to speak clearly in English. (Interview with Social
Entrepreneur)

In the field of training and skills development, there are significant oppor-
tunities for South African social enterprises. For example, LtE carries out
contract work for the Cape Town city authority, while another case study, the
Skills Village (see Table 2), delivers learnerships on behalf of South Africa’s
government and industry, administered through the country’s Sector
Education and Training Authorities (SETAs). Yet, as illustrated by the fol-
lowing quotation, caution was also advised in some interviews in relation to
training for training’s sake, without adequate consideration of the appropri-
ateness of skills imparted, and whether necessary supporting institutions
(e.g., market linkages) were in place:

I mean, the reality is there are actually a lot of people who sew in this country;
I don’t think that’s a skill I should be teaching. I personally think you could
train them in a lot of other things which are needed . . . so we’re not going to
scale for the sake of scaling. (Interview with Social Entrepreneur)
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Further illustrating the influence of environment characteristics on the
needs and opportunities addressed by social enterprises is the case study
Taunina. This is a social enterprise which produces luxury soft toys for the
international market while providing employment opportunities for asylum
seekers and refugees, particularly women, from nearby unstable states like
Zimbabwe and the Democratic Republic of the Congo. South Africa is one
the world’s leading destinations for asylum seekers (United Nations High
Commissioner for Refugees, 2012), as well as receiving large numbers of
economic migrants. Yet the capacity of South Africa’s government and insti-
tutions to administer and meet the needs of these groups is limited, while on
the ground, migrants also face issues of xenophobia constraining their liveli-
hood activities. It is in these gaps and in response to these particular needs
that Taunina, and indeed other South African social enterprises, is active.

The nature of the social needs addressed by South African social enter-
prises might be contrasted with those targeted by social enterprises not only
in developed countries but also in most developing countries. In the former,
social enterprises often, although not exclusively, address higher order
needs associated with “self-actualization.” In the latter, social enterprises
frequently focus on the provision of basic needs. Aligned with earlier dis-
cussions, we would again locate South Africa in an intermediate position. A
large proportion of its population receive some kind of social grant (child
grants, state pension, etc.), and this relative social safety net contrasts with
most other sub-Saharan African countries, yet such support still does not
reach the levels of most developed countries. As a result, South African
social enterprises might be considered to engage particularly with middle-
level needs, and perhaps more with basic needs than developed country
social enterprises, and more with higher level needs than developing coun-
try social enterprises.

The influence of environmental characteristics on the process of social
entrepreneurship can be further discussed with reference to the Shonaquip
case study, which manufactures and sells disability equipment specifically
designed for the rugged African terrain, and with the goal of making this
equipment available in low-income communities. This example shows how a
South African social enterprise has first developed its products to overcome
challenges in the physical environment. Such challenges in part are linked to
limitations in the physical infrastructures provided by South Africa’s govern-
ment, for instance, the poor condition of many road surfaces in townships and
rural communities creating particular accessibility challenges for people with
disabilities. Shonaquip has furthermore developed an overall approach to
resource accumulation which reflects its institutional environment and which
allows it to serve these low-income markets.
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Environmental characteristics can also influence social enterprise product
marketing activities. In one of our case studies, the Khayelitsha Cookie
Company, it was suggested in interviews that the social ethos of the company
and particularly its relationship with the Khayelitsha township could poten-
tially be detrimental to sales among some segments in the South African mar-
ket. This challenge is illustrated in the interview quotation below, and
contrasted with what might be expected in the developed world. The quota-
tion also illustrates how the company adapted its product marketing practices
accordingly:

You get people who will buy the cookies for what we stand for and the ethos of
the company, but in South Africa it is not as relevant as the rest of the world. So
if we had to do the same product in Europe we would have actually got a lot
bigger sales than we are currently getting. So in South Africa the people are a
bit sceptical to support organisations like ours, due to the corruption that
happened and also the people when they see Khayelitsha the first thought they
get is it is getting baked in a shack in Khayelitsha . . . with our new retail
packaging we literally had to reduce who we are and focus on pictures of the
product to get people to actually buy. (Interview with Social Enterprise
Manager)

This environmental challenge was also discussed in other interviews from
the perspective of deceptive marketing by competitors:

There are also like horrendously negative stories, where people are selling
these amazing empowerment projects, where they actually control these
women who come in and they’re so desperate, they pay them piecemeal,
terrible wages . . . they put the fear of God into them and they control them like
slaves. (Interview with Social Entrepreneur)

However, overall, across the cases, limited funding for marketing was a
common theme, for example, in interview statements such as “how do we,
with virtually zero marketing budget, build this brand” and “we don’t have
marketing spend, because the company has not been profitable up to date.”
Limited resources for marketing is a challenge for most small and medium
sized enterprises (SMEs), but for social enterprises, this can be a particu-
larly acute, especially as margins are often already small, and it can be
difficult to justify resources not used to directly address the venture’s
social mission. Often the cases relied on skilled volunteers for their mar-
keting work.

Finally, environmental factors influence processes of production, although
these processes also often reflect the embedded mission of social enterprises
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and it can be difficult to disentangle the two. For example, the Proudly
Macassar Pottery operates in a challenging local environment, the Macassar
Township community, working with young people described as often living
“quite chaotic lives.” Accordingly, it adopts some flexibility in production, at
least with non-apprentices, to encourage engagement and build bridges.
Similarly, the Khayelitsha Cookie Company produces handmade cookies,
and in the process creates empowering employment. Yet, because of its social
mission, it struggles to compete, at least on price, with mechanized biscuit
producers.

Environment and the Social Enterprise

In this section, we consider how the South African institutional environment
influences social enterprises. As discussed in the “Literature Review” sec-
tion, Gartner (1985) identifies a number of ways in which the institutional
environment can influence businesses, particularly in relation to the competi-
tive strategies firms adopt. As in the previous section, his variables are
adapted to inform the following discussions.

We focus first on social enterprise strategies for resource acquisition and
growth, and in particular, how they are being informed by the institutional
environment in South Africa, and especially legislation, regulations, and
norms relating to B-BBEE. As outlined earlier, South Africa’s government
has legislated a role for business in national transformation and empower-
ment through the Black Economic Empowerment Act (2003) and related
policies. This B-BBEE legislation and scorecard incentivizes engagement
not only by the corporate sector with “Black-owned” SMEs but also many
social enterprises, which are often strong in Black management and owner-
ship, and may significantly focus on skills development as part of their
embedded social mission. Accordingly, many South African social enter-
prises have a high B-BBEE rating, as illustrated by the following interview
quotation:

We are the best you can get. So the B-BBEE scorecard is made up of how
much equity the staff owns in the business, your black employees, so like if
you have got more than 80% or 90% black people working in your factory that
counts and gives you a higher score, also the wages that you pay, how that is
set out, so that all determines your B-BBEE scorecard . . . Most of the
companies you find in South Africa are on like a level 5 and we are a level 1,
and the triple A is for all the additional stuff that we do which other companies
don’t. So the higher your rating, and basically it works on if you are like on
level 2 then you can claim 100% of tax spend back on the products you are
buying. With us you get 135% back. So that is the get back, so there is a
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financial advantage as well for companies using us as a supplier. (Interview
with Social Enterprise Manager)

Procuring from, investing in, and supporting social enterprises through
philanthropy can also significantly benefit larger businesses in meeting their
B-BBEE targets. So a company may provide Enterprise and Supplier
Development support to a social enterprise that has high levels of Black
Ownership, Black Management Control, and which invests heavily in Skills
Development. These companies can then procure from that same social enter-
prise amassing cumulative B-BBEE points. Both Fury (2010) and Steinman
and van Rooij (2012) suggest that B-BBEE legislation in South Africa has the
potential to create a virtuous cycle of investment in, and growth of, finan-
cially sustainable social enterprises as part of tackling the country’s key
socioeconomic challenges. Although, the interpretation of B-BBEE Codes by
some accreditation agencies can exclude non-profit social enterprises from
receiving enterprise development funding (Steinman & van Rooij, 2012), and
it is as yet unclear whether this issue has been resolved in the new codes.

South African social enterprises are adopting strategies for resource acqui-
sition and growth that recognize these opportunities related to B-BBEE and
interaction with the corporate sector. Organizations such as Impact Amplifier
and the Tourism Enterprise Partnership (TEP) are key facilitators in this pro-
cess of recognition and engagement by social enterprises. For example,
Impact Amplifier seeks to bridge the gap between social investors and the
social enterprise sector, while TEP is a NPC in the Western Cape, but is also
active across South Africa’s provinces, which channels corporate investment
into small, medium, and micro tourism ventures, including many social
enterprises. This investment facilitates the growth of SME social enterprises,
while also allowing corporates to access Enterprise and Supplier Development
points for their B-BBEE scorecards. However, social enterprises are not only
acquiring financial capital but also support for infrastructure development,
equipment, and training and expert volunteer support. Across the cases
growth strategies entailing significant engagement with the corporate sector
were observed, this included entering into supply chains but also longer term
strategic partnerships and the creation of joint ventures.

Across the case studies, we map these relationships, identifying three
main types of strategic interaction between social enterprises and the corpo-
rate sector:

1. Enterprise Development and Procurement—Enterprise Development

and Preferential Procurement were important, and often interlinked,
elements of the 2007 B-BBEE Codes of Good Practice. Reflecting
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this, in the more recent 2013 iteration, they are combined in the ele-
ment Enterprise and Supplier Development. Nevertheless, at the time
of this research, several of the case studies were receiving enterprise
development funding, which was playing a significant role in their
growth strategies. For example, the Khayelitsha Cookie Company
had received enterprise development assistance from a number of
larger companies, particularly purchasers. In one instance, a loan was
given to equip a new factory extension; in another, machinery was
purchased with donated money. This significance of Enterprise
Development assistance in the growth strategies of social enterprises
in South Africa is illustrated by the following interview quotation:

look it is very important, a lot of our stuff is able to happen because of enterprise
development as part of the B-BBEE Scorecard, fundamentally CSI or Corporate
Social Investment is about social enterprise development, so companies are
looking for worthy causes to sustain and support, so those are critical, it makes
it easy in terms of funding because people are looking for opportunities as
opposed to you have to go and look for them. (Interview with Social
Entrepreneur)

Such relationships were similarly encountered in the Proudly Macassar
Pottery case, which alongside support from a local musician, and organiza-
tions such as “UnLtd South Africa” had received support from the TEP’s
Enterprise Development Programme, which as discussed above acts as a
vehicle for corporate investment in SME tourism ventures, including social
enterprises.

In the study, it was found that Enterprise Development assistance was
often intertwined with Preferential Procurement from social enterprises,
while more widely, many large South African companies are investing in
their SME suppliers, including social enterprises. The benefits for social
enterprises of entering into such supplier relationships can be significant,
although there are also challenges. Social enterprises are targeting the cre-
ation of such relationships in their strategies for growth and upscaling. These
enterprise development and procurement type relationships between social
enterprises and corporates will continue, or may even intensify, after the
recent amendments to the B-BBEE Codes of Good Practice and Scorecard.

2. Capacity building—As previously discussed, addressing South
Africa’s skills and education gaps is a national development priority.
Accordingly, skills development is an important part of the B-BBEE
scorecard. Across the cases, a variety of training and capacity
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building relationships were encountered. For example, the employees
of Taunina received outside training in areas such as finance and
nutrition, as did employees of the Khayelitsha Cookie Company. At a
managerial level, some of the cases were also receiving mentorship
support from CEOs and directors in affiliated businesses.
Partnerships—Finally, innovative strategic partnerships between
social enterprises and corporates are emerging. For example, the rela-
tionship between the Learn to Earn case and the Foschini Group in
their joint venture Feel Good Project (FGP). The FGP is registered as
an NPC, and opened its first store in May 2009. The store stocks
reconditioned customer returns, limited samples, rejects and overruns
from various Foschini Group brands, and is staffed by previously
unemployed people who are given a chance to undertake training and
gain experience relevant to the retail supply chain. At its Khayelitsha
repair center, other Learn to Earn trainees have also been taught how
to repair clothes and about the clothes finishing process. The FGP
illustrates the potential for long-term strategic partnerships between
social enterprises and the corporate sector to create social value, and
to address institutional gaps in the labor market (e.g., the limited
availability of individuals with skills and experience relevant to the
retail sector). These kinds of multi-actor partnerships are increasingly
common in South Africa, informed both by these national institu-
tional changes (e.g., B-BBEE) and global developments, that is,
social innovation. The following interview quotation illustrates the
opportunities for mutual strategic benefit through such partnerships:

About 3 or 4 years ago our Corporate Social Investment (CSI) took a different
direction and we wanted to move away from the position of just sort of giving
money and off the organisation goes . . . for me it is a great example of how a
CSI project is adding value to the organisation. First of all we are training
people for an area of the business where there is a large turnover of staff, we
dispose of our customer returns in a responsible environmental way, and we are
giving people who are generally earning a lower LSM [Living standards
measurement] access to a brand in South Africa that has been around for many
years. (Interview with Social Enterprise Partner Representative)

South African social enterprises operate in an environment characterized
limited state resources and support, and declining international donor
funding. In this context, findings from the cases suggest that in their strate-
gies for growth and resource acquisition, South African social enterprises are
increasingly looking toward the country’s corporate sector and the opportuni-
ties created by B-BBEE legislation. In turn, South Africa’s corporate sector is
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recognizing social enterprises as valuable vehicles for their CSR activities,
for meeting B-BBEE requirements, and thus helping them maintain legiti-
macy, and, in some instances, for addressing institutional gaps.

A further illustration of the influence of environmental characteristics on
social enterprises in South Africa relates to the legal forms adopted, particu-
larly in the absence of a dedicated legal status for social enterprises (e.g., a
CIC or B-Corp), which in turn has implications for operations. Of the three
social enterprise groupings identified by LRC (2011) and discussed earlier,
the final hybrid structure is perhaps most illustrative as it involves social
enterprises establishing multiple interconnected legal entities, across the dif-
ferent areas of their activity. For example, the Learn to Earn case is a hybrid
with three main components, a training non-profit public benefit organiza-
tion, the NPC Business Resource Centre, and the FGP which is also a NPC.
Meanwhile, the Shonaquip case comprises a for-profit company and the NPC
Shonaquip Uhambo Foundation.

South Africa’s institutional environment creates opportunities for social
enterprises, for example, B-BBEE legislation has catalyzed engagement
between social enterprises and South Africa’s corporate sector, with benefits
for both and potentially wider society. Yet, there also remain challenges. For
example, across the interviews and cases, implementation of government
policy and legislation was identified as a recurrent problem, for example:

You know government is full of fantastic stuff and documents and booklets
they put out but the weakest area is implementation, how do you implement it,
how do you make it happen. (Interview with Social Entrepreneur)

The notion of “institutional imperfections” (Roth & Kostova, 2003) might
be usefully applied to consider existing legislation around transformation and
its implementation, including how it relates to social enterprises, for exam-
ple, the difficulties experienced by some social enterprises in accessing
Enterprise Development (now Enterprise and Supplier Development) assis-
tance. Historically, imperfections in support for organizational development
have also been an issue for co-operative social enterprises in South Africa.
For example, while the 2005 Cooperatives Act encouraged co-operative reg-
istration and growth in the sector, co-operative mortality was also very high,
with observers suggesting that the motivation for founding many co-opera-
tives was to access government incentives rather than long-term co-operative
development. Other problems included the targeting of the most marginal-
ized who may lack the skills to make co-operatives work, a gender bias and
focus on old women “Gogo Grannies,” and inadequate training (Steinman &
van Rooij, 2012). Recent amendments to the Cooperatives Act aim to address
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some of these imperfections, yet clearly to date, these issues have had nega-
tive implications for social enterprise development in South Africa.

Another challenge for social enterprises, associated with the South African
environment, relates to the potential for “mission drift” when social enterprises
are engaging with the corporate sector and B-BBEE. South African social
enterprises face significant resource constraints, so gaining a high B-BBEE
rating, and associated resources or access to supply chains, can be very appeal-
ing for social enterprises which may increasingly look to align their business
models and strategies with B-BBEE frameworks. However, while there is an
overlap between B-BBEE and wider national sustainable development priori-
ties, some important issues are barely addressed (e.g., environmental sustain-
ability or HIV/AIDS). Social enterprises must ensure they do not neglect such
issues when seeking corporate funding. An additional challenge for resource
constrained social enterprises in engaging with the corporate sector is the costs
associated with reporting and auditing. These demands can be extensive and
can use resources which could be invested in the organization’s social mission,
as illustrated in the following interview quotation:

Everyone is jumping on the bandwagon so now you need to also certify what
the employment conditions are, which your staff work. You need to measure
their happiness from zero to five . . . but again it does take quite a lot of
management time as well to conduct these audits and clear the findings. Before
you wipe your eyes you are looking at 150,000 Rand purely on audits that you
are spending in a year. (Interview with Social Enterprise Manager)

Environment and the Social Entrepreneur

Finally, we will consider the influence of the environment on the social entre-
preneur, again drawing upon and adapting Gartner’s (1985) framework and
variables. In all six cases studies, the social entrepreneur founders were over
30, were well educated, most had significant prior work experience, and
came from relatively advantaged backgrounds. For example, the initial
founder of the Khayelitsha Cookie Company was an American student, with
the venture then taken over and developed by two successful South African
businessmen. In social entrepreneurship literature, it is suggested that not
only financial but also social capital plays a key role in venture start-up and
success (Mair & Marti, 2006). Social capital mobilized to access resources,
expertise, and networks played a key role in the cases, as illustrated by the
following quotation:

Networks that really helped the company are my relationships that I had in the
industry because I have been in the hospitality industry for 15 years now. So it
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is relationships that you build selling a different product in the trade and then
you go back and sell a new product, so you know the different people and when
you go back and you start putting the word out you know what different skills
people have and their experience, and they are very open they will give you two
or three or four hours of their time. (Interview with Social Enterprise Manager)

The social entreprencurs in the cases possessed significant social capital,
were comparatively well positioned financially to start their ventures, and
had relevant knowledge, skills, and experience to draw upon. This does not
mean that they have not, and do not continue to, overcome significant adver-
sities; for example, one social entrepreneur described how they “don’t get
paid for anything they do,” while another had chosen to relocate with his
family to a township community. These kinds of sacrifices are illustrated in
the following quotation:

he was like you guys are idiots . . . he said look at the skill you have got and you
are wasting it for a company that is not making money, and we were like you
don’t understand, this is what we are passionate about. We can all three of us
earn much higher salaries by working for corporates and applying our talents
there, but we are here by choice. (Interview with Social Enterprise Manager)

However, in the South African environment, informed by historical imbal-
ances and legacies of apartheid, the distribution of skills, knowledge, finan-
cial, and social capital typically needed for venture start-up, including social
enterprises, remains skewed toward particular groups. Although, practitioner
organizations such as SEAA, and social entrepreneurs themselves, are work-
ing to bridge these capability gaps, as illustrated in the following interview
quotation:

And 1 think, within our impoverished communities, there’s this incredible
wealth of creative talent, which is being made to pitch itself against, you know
India and Asia in a very negative sense, and lacks the guidance of, kind of,
design expertise, but once they’ve got it, they’ve got it. And they can’t possibly
understand the design required by external markets, because they never, they’re
not involved with it. (Interview with Social Entrepreneur)

Many of the social entrepreneurs in the study might be considered “outsid-
ers” to their target beneficiaries or communities. This can have implications
for their ventures, with embeddedness and co-creation widely regarded as
crucial in the design of appropriate interventions and business models
(Seelos, Mair, Battilana, & Dacin, 2010), as well as in gaining community
legitimacy and ownership which have implications for long-term venture
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Figure 2. Summary of findings: The influence of environment on social
entrepreneurship in South Africa.

sustainability. To varying extents, the cases recognized these issues and were
working to become more locally embedded.

Conclusion

In this article, we have explored the influence of the environment on social
entrepreneurship. More specifically, informed by Gartner’s (1985) frame-
work on new venture creation and new institutional theories, we have exam-
ined how environmental characteristics influence the process of social
entrepreneurship, social enterprises, and social entrepreneurs in South Africa
through analysis of six case study examples. Figure 2 provides a summary of
our findings regarding these relationships as informed by the Gartner (1985)
framework.

We recognize both limitations in our research and scope for further enquiry.
In relation to the former, it is first acknowledged that our engagement with
Gartner’s framework is selective. We have not (at least explicitly) examined all
of the relationships in his framework. For example, we do not directly address
the relationship between the process of social entrepreneurship and the social
enterprise, or the social enterprise and the social entrepreneur, although in our
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analysis, we have tried to remain cognizant of their interconnectedness. We
have also not engaged in detail with all of his variables (e.g., the risk taking
propensity of social entrepreneurs), while in some instances, we have either
adapted his variables or considered additional ones, which were a better fit with
our research aims. Yet Gartner (1985) himself identifies that neither his frame-
work nor variables are definitive and rather argues for descriptions of new ven-
ture creation that are more comprehensive and which recognize and appreciate
its complexity and variation, something we feel this research achieves.

At several points in the article, areas for future research are identified; for
example, all of the cases are for-profit or hybrid social enterprises and there
would therefore be value in also considering non-profit South African social
enterprises. There is also the potential for interregional comparison within
South Africa (e.g., Western Cape vs. Kwa-Zulu Natal). Given South Africa’s
ethnic diversity, and recent findings by Rivera-Santos et al. (2015), regarding
the influence of tribal identification on social entrepreneurial perceptions and
practices, such an interregional study across South Africa, might be particu-
larly illuminating. There is furthermore significant scope for comparison
across sub-Saharan African countries, perhaps drawing upon Gartner’s
(1985) framework or applying other relevant theoretical lenses. Research
might also focus in detail on just one of the relationships in the Gartner
framework (e.g., between the individual social entrepreneur and the environ-
ment), or perhaps look at one or a limited number of variables. Finally, across
social entrepreneurship research, and particularly in relation to Africa, there
remain few quantitative studies. There is therefore a need for quantitative
research examining social entrepreneurship in South Africa that can also con-
tribute to wider understandings in the field.

This article and the case of South Africa have implications for policy and
practice. The creation of an enabling environment for social entrepreneurship
remains a challenge in both developed and developing countries. While
South Africa’s empowerment legislation and policies have been widely criti-
cized, including in places in this article, they have played an important role in
South Africa’s burgeoning social economy. There not only remain challenges
for South African social enterprises in how they engage with B-BBEE and
the corporate sector but also significant opportunities. South Africa’s suc-
cesses and failures therefore provide insights for policy makers globally, but
especially those in developing countries where fostering inclusive pro-poor
growth is a particular imperative, and where institutional gaps are more prev-
alent and the need for social enterprises more urgent. The cases introduced in
this article also provide insights for practitioners, for example, in terms of
possible engagement with the corporate sector, with government, and in the
successful navigation of the South African institutional environment.
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There are several contributions of this article. First, drawing upon new
institutional theories, we provide an analysis of the South African institu-
tional environment, including how South Africa may be positioned on the
spectrum between subsistence markets with serious institutional gaps and
developed countries with relatively mature institutions. South Africa is sug-
gested to occupy an intermediate position, with this finding having implica-
tions for future social entrepreneurship and wider subsistence markets
research in the country, as well as being an area for possible future more in-
depth enquiry. This article also contributes to hitherto limited work on social
entrepreneurship in South Africa, with existing work often more practitioner
oriented, conceptual, or utilizing different research approaches. This study
furthermore contributes to the limited research on social entrepreneurship in
the wider sub-Saharan Africa context and addresses the need identified by
Rivera-Santos et al. (2015) for more “fine-grained” analysis of social entre-
preneurship in sub-Saharan Africa at the country or community level.

Second, the influence of the institutional environment in South Africa on the
process of social entrepreneurship, social enterprises, and social entrepreneurs
has also been analyzed. This article has therefore responded to widespread calls
in the literature that social entrepreneurship research should pay greater atten-
tion to environmental characteristics (see Bacq & Janssen, 2011; Di Domenico
et al., 2010; Mair & Marti, 2006). This article has furthermore demonstrated
the significant influence of the environment on social entrepreneurship in prac-
tice, by drawing upon empirical research with South African social enterprise
cases. This reinforces arguments made by Rivera-Santos et al. (2015) among
others, with implications for wider social entrepreneurship research. In this
article, the influence of the environment on social entrepreneurship is also
explored in a relatively novel way adapting and deploying Gartner’s (1985)
framework. Use of this framework, and the article’s engagement with new
institutional theories, also responds to calls for more theoretically informed
social entrepreneurship scholarship as a way to advance the field.

Finally this article, and the wider Special Issue of which it is a part, dem-
onstrates the insights that research in African contexts and African data can
bring to mainstream management debates. South Africa provides a rich and
dynamic canvas for the study of social entrepreneurship. We need further
research on social entrepreneurship in South Africa, and other non-Western
and non-traditional contexts if we are to more fully understand this important
global phenomenon.
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Notes

1. The Gini index measures the extent to which the distribution of income or con-
sumption expenditure among individuals or households within an economy devi-
ates from a perfectly equal distribution. Thus, a Gini index of 0 represents perfect
equality, while an index of 100 implies perfect inequality.

2. The African Social Entrepreneurs Network (ASEN) closed down late 2014 in
part due to lack on ongoing funding.

3.  EMES is a global social enterprise research network and has existed since 1996,
it is named after its first research program on “the emergence of social enter-
prises in Europe

4. In 2011, the new Companies Act (2008) was made law which created a new cat-
egory of company, the Non-Profit Company (NPC), and provided that all com-
panies which had been registered as associations not for gain under Section 21
of the previous Companies Act, as well as those registered under similar sections
of prior acts, automatically became NPCs. Hereafter in the text, these previous
Section 21 companies will be designated as NPCs.

5. In 2013, South Africa’s government amended aspects of the Broad-Based Black
Economic Empowerment Act (2003), see Department of Trade and Industry
website https://www.thedti.gov.za/economic_empowerment/bee codes.jsp for
further detail.
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