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Abstract 
 

Newly created social and solidarity economy organizations and enterprises (SSEOEs) with 

limited track records often face a challenge in obtaining key resources from key resource holders 

such as governments, job applicants, impact investors, or social finance institutes. This entry 

explains knowledge and skills for SSEOEs to acquire relevant resources. It first explains the 

institutional characteristics and complexity involved in the management of SSEOEs and then 

introduces knowledge and economic and legal skills required to manage SSEOEs. Finally, the 

entry introduces various signaling mechanisms for SSEOEs to acquire relevant resources and 

explore the signaling effects of social and economic elements of SSEOEs, in particular social 

enterprises.                                                                                  
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Introduction 

Over the last decades, the global societies have noticed an interesting sector emerging 

where member organizations are required to be good at two contradictory missions. 

Borzaga and Defourny (2004) defines the organizations as social enterprises in both social 

and economic dimensions. These firms have an inborn requirement of ambidexterity with 

both social and economic achievements. 

For a CEO or the top management team of a new social enterprise, however, pursuing 

social and economic goals at the same time is challenging.  There are tensions in pursuing 

both of the social and economic goals. The costs incurred in pursuing social and economic 

value at the same time puts young social enterprises in a relatively disadvantageous 

situation compared to conventional young start-ups seeking for growth. Therefore, it is 

very likely that social enterprises send out different signals to resource providers than for-

profit enterprises, in order to gain legitimacy when acquiring resources. This entry 

introduces signaling knowledge required to acquire important resources. It first 

introduces various mechanisms to provide consultant and management support for SSE 

organizations and enterprises (SSEOEs). 

 

1. Understanding Institutional environments 

Young start-ups are generally small and they often lack internal resources. Since they are 

new to the market and have limited track records, they are more less likely to secure 

external investors, suppliers, and buyers. Delmar and Shane (2004) argue that in order for 

a startup to survive, it must first of all gain legitimacy. In other words, it is necessary to 

secure the legitimacy to be seen as a reliable entity even if there is a lack of information 

about the start-up, so that it can access the necessary resources and lower the transaction 

cost, thereby increasing the survival and success of the company. On the other hand, 

Aldrich and Fiol (1994) define 'the legitimacy of a startup' as the degree to which people 

perceive that it adheres to generally accepted principles, rules, norms, standards, and ways 

of working. Examples of legitimacy-creating activities for start-ups include establishing 

a corporate personality and writing a business plan, and there is also a way to establish an 

alliance network (Baum, Calarese, and Silverman 2000). Of course, there are various 

ways to secure legitimacy depending on the institutional and cultural environment 

surrounding the new company. 

 

A social enterprise is an organization that pursues both social and economic values, and 

may benefit from or be limited by various rules and regulations (see the entry “Social 

enterprises”). The growth of social enterprises requires positive interactions between 

social entrepreneurs, organizations, and institutions. These interactions enable social 

enterprises to make value-based decisions and extend their social mission (Davies, Haugh 

and Chambers 2019). In order for entrepreneurship to be expressed in a society or a 

country, an appropriate system is essential.  

 

In the case of Seoul, for instance, the consultative body based on public-private 

partnerships became a catalyst in generating political momentum in favour of SSE. The 

Public-Private Policy-making Partnership for the Social Economy in Seoul (PPPPSES) 

was established in 2012 to discuss and develop basic plans and measures for social 

economy policy. The PPPPSES has continued to hold regular meetings to share updates 

on the initiatives of the Seoul Metropolitan Government and non-governmental actors, 

who jointly decide and monitor policy measures and budgets on the social economy in 

Seoul. With a strong record of effective SSE governance, the Seoul Metropolitan 

Government inspired the creation of the Social Economy Forum in the National 

Assembly. Social economy committees within the political parties prompted election 
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candidates to announce manifestos on the social economy during their campaigns for 

general and local elections. They also helped create a political environment favourable to 

the social economy nationwide by giving rise to the Council of Local Governments on 

the Social and Solidarity Economy. It contributed to creating positive political momentum 

for SSE in other municipalities and nationally (Yoon and Lee 2020). The Seoul case can 

be viewed as an excellent example of strong SSE “policy entrepreneurship” (Jenkins, Yi, 

Brülisauer, Chaddha 2021).  

 

In addition, the importance of the active intervention of public funds can be confirmed 

through the results of Paunov's (2012) study of companies in eight Latin American 

countries from 2008 to 2009 on how the innovativeness of these organizations was 

affected by the long-term global economic crisis. He mentioned that many innovative 

projects were stopped during this period due to lack of funds and other reasons, while 

showing that companies receiving public funding from the government were less likely 

to give up on innovative projects. Such experiences have provided the evidence for 

expanding the scope of public support for small and medium-sized enterprises and start-

ups in the face of new global crises such as COVID-19. 

 

Overall, institutions play an important role when social entrepreneurs enter new 

businesses with new ideas. The institutions for SSEOEs increase their impacts especially 

in situations of high uncertainty, such as COVID-19. The direct support budget and rapid 

increase in programs from public institutions related to the COVID-19 pandemic are the 

cases in point.  For example, the COVID-19 support budget in South Korea and Canada 

has played a significant role in sustaining SSEOEs together with other types of SMEs. In 

particular the SME subsidy budget whose size has been rapidly increasing helped to 

strengthen entrepreneurs' sustainability (Deschryvere, Mikkola and Conn 2020). More 

comprehensive and effective institutions such as legal frameworks are also needed to 

promote SSEOEs (see the entry “Legal frameworks and laws for SSE”). For instance, in 

South Korea where the SSE sector grows rapidly, the bill for the Framework Act on Social 

Economy (FASE), a legislative draft to support SSE is under review before the National 

Assembly and aspiring to provide a comprehensive legislative basis for the entire social 

economy. Since 2016, the political parties in Korea have motioned various bills for the 

FASE with a comprehensive scope. Their aim was to introduce legal and policy grounds 

for integrating and streamlining policy support, now provided by disparate agencies, into 

a single channel to foster the ecosystem for the nationwide social economy more 

efficiently. 

 

 

2. Signaling for Resource Acquisition 

Signaling theory is based on the need to resolve information asymmetry in decision 

making. Spence (1974) formulated his signaling theory utilizing a job market to model 

the signaling function of education. The basic premise of signaling theory is that an 

organization cannot usually obtain all of the necessary information to predict an 

individual’s future performance. Therefore, decision makers need to rely on other 

information to evaluate whether the individual has potential to be a productive employee 

of their organization. Applied to organizations, signaling theory has been adopted by a 

range of research areas of management including strategic management, entrepreneurship 

and human resource management (Connelly et al. 2011). According to these studies, 

organizations send signals with partially formed information that is meant to be disclosed 

to outsiders to obtain important resources and capabilities (Zimmerman 2008). 
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Signaling theory has been studied heavily in the context of new firms because it captures 

information asymmetry and uncertainties surrounding enterprises (Connelly et al. 2011). 

SSEOEs, and in particular  social enterprises, signal potential investors to demonstrate 

that they are socially and economically rational investments and that they will perform 

well in the future. Social enterprises showing that they are socially and economically 

rational investments can gain legitimacy which provides firms with access to resources 

they need to survive and grow. Many entrepreneurship studies reported that specific firm 

characteristics can be used as signals, including firm activities, alliance reputation, firm 

size, venture capital, top management teams and CEOs (Connelly et al. 2011). According 

to these studies, for early stage firms a founder-CEO's abilities and the specificity of 

business plans can be very important signals to reduce information asymmetry.  

 

Both SSEOEs and the government promoting SSE can institutionalize this signaling 

process. For instance, The Seoul Metropolitan Government formed a social investment 

fund in 2012 and delegated the lending business to a non-governmental social financial 

organization. The social financial organization considers both aspects of social value 

creation and repayment capabilities in making loans to applicants. In South Korea, the 

range of social enterprises includes social ventures, commercial activities of non-profit 

organizations, co-operatives with clear social missions and community enterprises (Lim, 

Lee, and Seo 2019).  

 

The environment in which signals are communicated between SSEOEs and resource 

holders also affects the overall process of signal creating, sending and receiving. 

Regardless of intra-organization or inter-organization, a signaling environment affects the 

degree of reducing information asymmetry (Lechner et al. 2006). SSEOES, in particular 

social enterprises, should consider a specific signaling context where various social 

enterprises send out signals conveying information about their social and economic 

qualities to acquire necessary resources, such as loans with favorable terms and conditions 

from a single social finance institute (Lim et al. 2019). The following are some of the key 

information the receiver of the signal would like to obtain.  

 

1) Ambidexterity of Social Enterprises: One of the most representative qualities 

that resource holders such as social finance institutes want to confirm for CEOs 

would be their social entrepreneurship. Social entrepreneurs engage in 

entrepreneurial activities with the goal of addressing neglected social problems 

(Pache and Chowdhury 2012). It would be difficult to believe that social missions 

of social enterprises can be achieved and maintained without a socially motivated 

CEO. Resource holders will carefully look at the social motivation of the CEO 

and verify it through collecting and interpreting various signals transporting 

relevant information. In addition, many literatures in the field of strategic 

management have studied top management and their abilities and firm 

performance. To successfully sustain their operations, social enterprises typically 

also rely on a web of commercial stakeholders including clients, industrial 

supporters, and suppliers of goods services (Pache and Chowdhury 2012). A 

CEO’s such management capabilities and experiences are central to  the process 

(Lim et al. 2019). 

 

2) Corporate Pursuit of Social Value: While CEO-side signals related to 

pursuing social value are social entrepreneurship of CEOs, firm-level signals 

related to pursuing social value can be perceived through its proclaimed social 

missions and track records of the missions executed. The pursuit of social value 

by social enterprises should be distinguished from conventional corporate social 
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responsibilities (CSR) because CSR activities may not be directly related to 

corporate business while the social missions of social enterprises tend to 

accompany its economic missions. In other words, while social enterprises' social 

value creation is internalized in their business objectives, investor-owned 

companies' CSR is externalized as an additional part. However, in a broader 

meaning of the pursuit of social value, CSR has a thread of connection with social 

enterprises' social missions. The proclaimed social missions and track records of 

a social enterprise, that is, the pursuit of social value, can be regarded as a social 

dimension of the ambidextrous social enterprise and can be expected to have a 

positive influence on acquiring loans from social finance because they play as 

important signals to confer social legitimacy to social enterprises (Lim et al. 

2019). 

 

3) Validity of Business Plan: Resource holders make it crucial to verify the 

intention and purpose of social enterprises applying for resources in order to avoid 

any moral hazard, such as use of public subsidies for personal gain. For example, 

one of the most effective ways to catch the intention and purpose of loan seekers 

is to analyze the feasibility of their business plans. Lim et al. (2019) made an 

empirical analysis of the relationship between the loan approval and the level of 

disclosure for details about utilizing plans of the social loan. The result shows that 

the more detailed the business plan to use the loan, the higher chance to achieve 

the loan. This implies that a more detailed purpose of raising capital can reduce 

information asymmetry between SSEOEs and resource holders. In other words, 

providing more details about a business plan can increase the validity of the 

proposed plan requiring financial resources by alleviating information 

asymmetry. The validity of business plans can be regarded as an important signal 

for social enterprises to acquire relevant resources. 

 

4) Partnership: Both corporate networks and an entrepreneur’s social networks 

influence organizational performance. New firms can benefit from strategic 

partnership because diverse information flows, and complementary resources 

provided by partners can be instrumental in the earliest stage of SEEOEs. For 

instance, Eisenhardt and Schoonhoven (1996) argue that alliance formation was 

affected by a social calculus related to the skills, status, and reputation and that 

new entrepreneurial firms can leverage relevant resources by having an alliance 

partnership. In particular, the network structure, relationship in the network, and 

governance are closely related to performance (Hoang and Antoncic 2003). 

Network diversity also affects corporate performance and partnership with 

networks for marketing information had a positive impact on business 

performance. However, network management is costly, as maintaining dominance 

in existing industrial networks is perceived as a signal that an organization is 

spending a lot of money. However, networks with well-known funders have a 

positive effect on the formation of future strategic alliances, as the funder’s 

reputation also affects start-ups. In other words, it is important for startups or 

SSEOEs in their early stage to form strategic alliances or networks that are diverse 

but not overlapping or complex. This gives them an opportunity to learn and it 

reduces the risk of unnecessary competition with companies in alliances and 

networks. 
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3. Towards Sustainability 

External and internal environmental conditions in the early stages of establishment are 

one of the important factors that determine the survival and growth of new SSEOEs. The 

capabilities and networks of SSEOEs developed at an early stage have a positive effect 

on future performance, and institutional intervention such as legal frameworks or policy 

systems and measures for support for SSEOEs at this time can play a significant role in 

enhancing performance. In addition, the entrepreneur team’s composition is crucial to 

emit important ambidextrous signals to external resource holders. Resource acquisition is 

influenced by the characteristics of the entrepreneurial team such as functional 

background, age, and gender diversity, and so on. Furthermore, various factors, such as 

team resources, structure, and leadership on work, influence the long term performance 

of entrepreneurial teams (Pearce and Sims 2002, Mitchell and Boyle 2015).  
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