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ABSTRACT

Social enterprises represent the evolution of the private sector with the social and public sector. The
focus of this paper is to examine social enterprises and the creation of organizational sustainability
through the use of the key marketing concepts of positioning and orientation. Evidence-based practices
are studied as a means to enhance the effectiveness and impact of the two strategies. A key theme of the
paper is the impact of stakeholders on the creation of organizational sustainability.
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INTRODUCTION
organizations are as diverse as the cultures of the human experience. Within the economic sector,

three primary models co-exist. Business, governmental, and non-profit comprise the three
organizational types which constitute the private, public, and social sectors.

I I uman society has been built around organizations. As the fundamental element of construction,

The three primary models have historically existed in a mutually exclusive environment. Within the last
ten years, the boundaries between the private, public, and non-profit sectors have been blurring (Fourth
Sector Network Concept Working Group, 2009). Businesses that were focused on profit creation are now
shifting resources to the creation of social benefits while non-profit organizations have become more
business-like by adopting commercial enterprise strategy and market orientation (Foster & Bradach,
2005).

The creation of organizations that integrate social purpose with business methods is the genesis of social
enterprises (Moizer & Tracey, 2010). Social enterprises represent the evolution of the private sector with
the social and public sector. As with all organizations, they face many challenges. Social enterprises are
organizations in transition (Jegers & Lapsley, 2001). Where they once could rely on their non-profit
orientation, they are being forced to adopt business-like practices which emphasize value creation to
ensure organizational sustainability. To meet this challenge, social enterprises must adopt key elements
of the for-profit sector. Two of the key elements for adoption are market orientation and positioning
(Shoham, Ruvio, Vigoda-Gadot, & Schwabsky, 2006).

To successfully transition to a market orientation, social enterprises need to adopt for-profit management
concepts that emphasize evidence-based practices. To understand this evolving concept, this paper will
present a literature review to explore the concept of social enterprises and the creation of organizational
sustainability. This will be followed by a section addressing sustainability in relation to the development
of market orientation and positioning through the use of evidence-based practices. The authors will then
present a path forward and end with concluding comments.
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LITERATURE REVIEW

To begin to understand the concept of social enterprises, one must have a clear and concise definition.
Unfortunately, a simple definition does not exist (Harding, 2004). Debate around a single definition is
complicated by the various stakeholders involved with social enterprises. A simple definition offered by
Moizer and Tracey (2010) states social enterprises are non-profit organizations that seek to achieve social
goals through commercial activities. Other authors expand this definition to include for-profit
organizations which focus on promoting social welfare (Weerawardnea, McDonald, & Mort, 2010). An
all-encompassing concept focuses on organizations that promote a social mission through the use of
commercial activities. For the purposes of this paper, the focus will remain on non-profit organizations.

Social enterprises are an effective mechanism for generating value in societal, economic and
environmental arenas. They deal with customers, suppliers, barriers to entry, rivalry, and issues around
operations. In terms of value generation, their scope is enormous. In the United States, social enterprises
employ 1.6 million people which are 8% of the workforce (Murphy & Coombes, 2009). From the
perspective of income, they supply 7% of the national income. Due to changes in the public sector where
welfare is now provided by agencies, social enterprises are becoming larger and continuing to grow. As a
result, they are providing a growing contribution to global economies (Weerawardnea et al., 2010).

The role of social enterprises in creating economic and social value is an evolving proposition. Social
enterprises create a number of profound impacts. They provide a means of regenerating deprived
communities by delivering key services (Harding, 2004). They are capable of rebuilding and developing
social capital which is key to disadvantaged communities. ~ Social enterprises have been identified as
vital to the development and delivery of innovative ways of tackling social problems which cannot be
resolved through traditional public, voluntary, or community mechanisms (Shaw, 2004). In market
economies, they are playing a prominent role as mechanisms for addressing social problems (Moizer &
Tracey, 2010).

To assess the overall impact of social enterprises a method must be developed to measure levels of
activity and the impact they have in terms of value creation (Harding, 2004). While this may seem simple
in concept, many challenges exist to accomplishing the goal.

The challenges facing social enterprises can be grouped into three categories. Social enterprises need to
demonstrate a link between economic and financial performance, social effectiveness, and institutional
legitimacy (Bagnoli & Megali, 2009). In attempting to address the three major challenges, social
enterprise organizations are now being forced to act as a business for they are under the same pressures as
for-profit entities.

The development of a for-profit mindset is not at odds with the overall vision of a social enterprise. They
need to adopt business practices similar to the for-profit sector to address the various challenges presented
within the market space (Jegers & Lapsley, 2001). Competitive pressures require social enterprises to
implement significant organizational restructuring, repositioning, and the adoption of professional
management practices (Chew, 2006).

All organizations, whether for-profit, non-profit, or voluntary, must develop a strategy for ensuring
sustainability.  Organizational sustainability is a major challenge for social enterprises. For
organizational sustainability to be created, social enterprises must clearly define what it is, how it can be
created, and the key marketing concepts which can be applied to foster the development.

The creation of organizational sustainability is a challenge regardless of the business model. In the for-
profit sector, sustainability is built around competitive advantage, profit generation, and shareholder
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wealth creation (Pride & Ferrell, 2007). Social enterprises differ from for-profit organizations in a
number of key areas in relation to the creation of organizational sustainability.

One key area is in the development of financial resources to enable the enterprise to deliver social value.
A second area is the question of shareholders versus stakeholders. Social enterprise stakeholders are
comprised of groups who use their services or products, supporters who provide funding or donations,
and in some markets competing organizations (Shoham et al., 2006). The multiple stakeholders of a
social enterprise influence both the services delivered and the overall strategic direction of the
organization (Weerawardnea, McDonald, & Mort, 2010).

Market orientation and positioning attempt to address the issue of stakeholder influence in the
development of organizational sustainability. By examining these two key factors, one can begin to
address the idea of value creation which is essential for establishing organizational sustainability in social
enterprises.

One of the key constructs of any social enterprise is to develop strategic clarity (Stid & Bradach, 2009).
Clarity involves establishing key priorities and very clear goals. By establishing an internal
understanding of what is important organizations can begin to impart a vision on their key stakeholders.

The creation of an organization’s identity in the minds of a target audience is positioning (Pride & Ferrell,
2007). The economic changes of the last five years have created enormous pressures on social enterprises
to manage their operations to satisfy both their short-term and longer-term positioning strategies.
Positioning is an important tool in the overall management of strategy (Chew, 2006). It occurs at three
levels: the organizational, product and service, and brand. Just as the organization needs to have clear
priorities and goals, their positioning strategy also needs to be aligned with these objectives.

The adoption of positioning strategies by social enterprises has increased due to a number of factors. The
impact of the external environment and global economic challenges has created an increase in
competition between organizations in the non-profit sector (Chew, 2006). The increase in the number of
organizations vying for funding and support necessitates the adoption of brand differentiation. If social
enterprises are to benefit from the use of positioning, they must understand how different strategies can
create an advantage in a particular market (Bagnoli & Megali, 2009; Chew, 2006). While positioning
attempts to create awareness, it does not address how the organization will meet the stated or hidden
needs of stakeholders.

Positioning only assures that an organization has made its case to the public. From the perspective of a
social enterprise, the public is their stakeholders (Frumkin & Kim, May 2001). Market orientation
attempts to address how an organization will meet the needs of its customers. For a social enterprise,
customer is replaced with stakeholder.

The implementation of a market orientation characterizes a firm’s intentions to deliver superior value to
its stakeholders (Kara, Spillan, & DeShields Jr., spring 2004). For the stakeholder group who uses the
services of a social enterprise, this may be characterized by receiving the services or products they desire.
For the organization’s donors, the need may be to be reassured the funding they have provided is being
used in the most efficient manner.

From the perspective of the social enterprise, a market orientation strategy provides a number of benefits.
The first benefit is better opportunities and methods are created for understanding the needs of the end
user as well has how to meet those needs (Pavcic, Renko, & Alfirevic, 2001). Second, they improve their
methods for securing financial, human, and other resources for the implementation of their missions.
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From an operational perspective, planning and organizing functions are improved. All of these actions
lead to an improvement in competitiveness and value. The work by Pavicic, Renko and Alfirevic (2001)
demonstrates a positive correlation between market orientation and competitiveness. Kara, Spillan and
DeShields (2004) argue there is a strong link between market orientation and the business practices
adopted by an organization. The final question is how can positioning and market orientation be further
enhanced through the adoption of evidence-based practices?

A PATH FORWARD

The need to have processes and systems capable of measuring the creation of value is important
(Emerson, 2003). For social enterprises to create true organizational sustainability, they need to adopt
practices used in the for-profit sector. To address the increasing competitive environment, social
enterprises need to organize operations and adopt business practices that maximize overall efficiency
(Jegers & Lapsley, 2001). This may be a major challenge for they typically lack a true business
perspective (Foster & Bradach, 2005). In addition, they must transition from previous experience-based
actions and adopt decision making processes which are focused on developing innovative practices and
strategies (Weerawardnea et al., 2010).

An emerging concept which may aid social enterprises in developing a true business orientation is
evidence-based practice (Miklovich, 2011). Evidence-based practice is grounded in a “strategy of getting
the right knowledge to the right people at the right time, and helping people share and put information
into action in ways that strive to improve organizational performance” (Kalseth & Cummings, 2001, p.
167). It moves decisions away from personal preference and experience by uncovering the assumptions
that form the basis for potential choices and applying evidence to select the best direction (Pfeffer &
Sutton, 2006; Rousseau, 2006).

The practice is based on the key constructs of integrating the best research evidence with decision maker
expertise and client/customer preferences to achieve desired results (Rousseau, 2006). The focus on
client/customer preferences is a key link to the ideas of market orientation and positioning as it relates to
the involvement of stakeholders in developing organizational sustainability.

CONCLUDING COMMENTS

The use of evidence in organizational decision processes aids in the development of organizational
legitimacy (Davis, 2002). For social enterprises a key to developing organizational sustainability is the
development of organizational legitimacy. In the nonprofit sector, legitimacy is linked with
competitiveness for it addresses concerns among stakeholders as to the viability of the organization
(Moizer & Tracey, 2010).

The adoption of evidence-based practices offers an exciting new mode of operation for social enterprises.
The use of evidence-based practices creates an environment where decision processes are repeatable and
scalable across multiple situations (Rousseau, 2006). The ability to improve decision processes allows
the organization to align its data collection efforts with strategic drivers. In the end, this will aid in
increasing an organization’s competitive advantage by aligning market orientation and positioning
strategies with operational objectives (Kalseth & Cummings, 2001).

Social enterprises represent the evolution of the private sector with the social and public sector. As with
all organizations, they face many challenges. One key challenge is the creation of organizational
sustainability. The adoption of a positioning strategy provides social enterprises the ability to create
organizational identity in the minds of their stakeholders. Once an identity is created, market orientation
identifies how the organization can address the needs of the stakeholders. Both strategies, when executed
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using evidence-based practices, combine to increase the competitiveness of the enterprise which aids in
value creation and legitimacy with stakeholders.
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