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Abstract:

This study defines and proposes a measurement scale for social entrepreneurship (SE) in its broadest sense.
The broad definition of SE covers for-profit firms that use social aims as a core component of their strategy. By
pursuing social aims, these firms can boost the value of their products or services for consumers or exploit new
business areas. Under this broad definition of SE, profit-seeking and the pursuit of social aims converge, thereby
revealing a form of SE that has received little attention in either theoretical or empirical research. To fill this
research gap, the present study proposes a measurement scale to measure broad SE in firms. The process used to
build the scale draws upon research by Churchill (1979) and DeVellis (1991) and combines the Delphi technique,
a pre-test questionnaire and structural equation modelling. The main aim of this research is to develop a scale
capable of measuring broad SE in firms. The theoretical basis for the scale is supported by an empirical study
in the hotel sector. The scale provides a valid, reliable instrument for measuring broad SE in firms. The scale
meets all sociometric properties required of measurement scales in the social sciences, namely dimensionality,
reliability and validity.

Keywords:

Social entrepreneurship, social entrepreneurship measurement scale, structural equation modelling.

Resumen:

Este trabajo define el emprendimiento social (SE) en su dimension mds amplia y propone una escala de
medicion para el mismo. En lo que se refiere a la dimension mds amplia del SE, esta forma de emprendimiento
se refiere a empresas for-profit que incluyen objetivos de cardcter social como una parte central de su estrategia,
ya que estos objetivos incrementan el valor de sus productos o servicios para los consumidores, o abren nuevas
dreas de negocio. De este modo se produce una convergencia entre la biisqueda del beneficio y el cumplimiento
de objetivos sociales, poniendo de manifiesto un forma de SE que no ha sido suficientemente definida en la teoria
ni investigada en el nivel empirico. De ahi la propuesta de una escala de medicion, que constituye el niicleo
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central de este articulo. En la construccion de la escala, se ha seguido un proceso basado en Churchill (1979) y
DeVellis (1991), complementado con la técnica Delphi, un cuestionario pre-test y los modelos de ecuaciones es-
tructurales. El objetivo principal es el desarrollo de una escala que mide el emprendimiento social en la empresa.
Dicha metodologia se apoya en un estudio empirico realizado en el sector de la hosteleria. A través del estudio se
obtuvo un instrumento vdlido y fiable para medir el emprendimiento social en las empresas, que satisface todas
las propiedades sociométricas exigibles en las escalas de medicion en las ciencias sociales: dimensionalidad,
fiabilidad y validez.

Palabras clave:

Emprendimiento social, escala de medicion del emprendimiento social, ecuaciones estructurales.
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1. INTRODUCTION

Numerous management scholars have defined the concept and content of social entre-
preneurship (SE). Nevertheless, the management literature fails to provide a much-needed
measurement scale capable of assessing when and to what degree SE is being implemented.

The common thread linking older and more recent SE literature is the role of entrepre-
neurs in discovering and exploiting new opportunities. Entrepreneurial activity involves
‘the study of opportunity sources; the processes of discovery, evaluation, and exploitation
of opportunities; and the set of individuals who discover, evaluate, and exploit them’ (Sha-
ne and Venkataraman 2000, p. 218). Although scholars generally agree on this definition
(Venkataraman 1997; Hitt et al. 2001; Barret and Mayson 2008; Peris-Ortiz 2009; Shane
2012), the question of what constitutes entrepreneurship has created a classic division in
the literature. Some literature portrays entrepreneurs as discoverers of opportunities within
their institutional and economic frameworks (Schumpeter 1934, 1950; Hitt et al. 2001;
Veciana et al. 2005), whereas other literature depicts entrepreneurs not as mere discove-
rers, but rather as agents who exploit such opportunities (Schumpeter 1934, 1950; Lee et
al. 2011; Lounsbury and Glynn 2001; Hayton 2005). In addition to these attributes, SE
encompasses ‘the recognition, evaluation and exploitation of opportunities that result in
social value — the basic and long-standing needs of society — as opposed to personal or sha-
reholder wealth’ (Certo and Miller 2008, p. 267) and the exploitation of opportunities that
result in social value through ‘ventures based on profit orientation (...) with the assumption
that for-profit and non-profit operations are not mutually exclusive’ (Murphy and Coombes
2008, p. 326).

SE therefore has characteristics applicable to both individual and corporate entrepre-
neurs, yet SE can add value to society through activities in the voluntary and non-profit
sector as well as in private business. Focusing on the private sector, Hemingway (2005)
and Murphy and Coombes (2008) report that SE can be interpreted as an in-depth exten-
sion of a firm’s social responsibility: ‘an underlying range of basic values that are desirable
and important in a civilized society’ such as ‘freedom, equality, and tolerance, which are
germane to the quality of human life’ (Ibid.: 326).

As discussed in section 2, SE and corporate social responsibility (CSR) differ. Whereas
CSR refers to preventing the firm’s products and services from harming the environment or
the firm’s customers and stakeholders (Carroll 1999), SE refers to placing social considera-
tions at the heart of the firm’s strategy. Questions 3 and 6 of the questionnaire (Appendix)
exemplify this distinction.

This research conceptualises social entrepreneurship in its broad sense and builds on
this conceptualisation to design a social entrepreneurship measurement scale for the eva-
luation of SE in for-profit firms. The article has the following structure: section 2 concep-
tualises social entrepreneurship, section 3 describes the method used to build the scale (i.e.,
Delphi study, pre-test questionnaire and data collection), section 4 presents the verification
of the scale’s sociometric properties (i.e., dimensionality, reliability and validity), and sec-
tion 5 offers general conclusions and social implications of the research.
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2. CONCEPTUALISING SOCIAL ENTREPRENEURSHIP

As noted above, SE refers to taking individual and corporate aspects of entrepreneurial
activity and applying these forms of entrepreneurship to social needs and social problems.
In the strict sense, social entrepreneurs seek to create value only (or predominantly) for
society (Certo and Miller 2008), whereas, in the broad sense, they combine for-profit acti-
vities with the creation of social value (Murphy and Coombes 2008).

In the strict sense (i.e., as a self-contained concept in the entrepreneurship literature),
SE is linked to non-profit, voluntary and governmental organisations that pursue social bet-
terment (Austin and Wei-Skillern 2006; Nicholls 2006; Peredo and McLean 2006; Nga and
Shamuganathan 2010; Urbano et al. 2010; Morris et al. 2011). Recently, however, authors
have emphasised ‘the emergence of hybrid entities or new forms of social enterprises that
use both elements of the non-profit sector and the for-profit sector’ (Urbano et al. 2010, pp.
54-55). Regarding such hybrid entities, an entrepreneurial activity where social improve-
ment is the sole aim cannot take place unless the activity is sustainable — in other words, the
activity must make enough profit to support itself financially (Tracey et al. 2011).

Unlike the definition of strict SE, the broad definition of SE extends to profit-driven
firms that would include social considerations in their strategy if doing so constituted the
best way of increasing value for customers (Waddock and Graves 1997; Sagawa and Segal
2000). This defines SE in its broadest sense and justifies the choice of sector for the empi-
rical study.

Some features of SE in its broad sense are inherent in all forms of SE and overlap with
strict SE. Nga and Shamuganathan (2010, pp. 261-263) report that the ‘individual persona-
lity of social entrepreneurs provides with the impetus to strong will-power that drives their
passions (and) innovation (...) to integrate social, environmental and economic aspects’.
If this motivation to improve living conditions and distribute socially necessary goods is
fulfilled, SE can help to solve problems in social sectors — or societies — that lack gover-
nment action or incentives for private initiatives (Austin and Wei-Skillern 2006; Ridley-
Duff 2008). In this vein, SE can be considered an important source of economic, social,
cultural and environmental wealth (Spear 2006; Steyeart and Hjorth 2006). Finally, the
strict sense of SE transcends what are normally considered philanthropic or charitable ac-
tions. SE promotes a more enduring and committed solution to social problems and seeks
to create value in innovative and integrative ways (Kurucz et al. 2008).

As previously noted, SE in the broad sense combines profit-seeking and social objec-
tives (Peredo and McLean 2006; Neck et al. 2009), including business ventures that also
have social aims. Consequently, a wide range of organisations mix non-profit and for-profit
strategies (Fowler 2000; Diochon and Anderson 2011). Likewise, firms that primarily pur-
sue profit may discover that customer service, attention to product quality and care for the
environment are positively related to profit. Waddock and Graves (1997) and Sagawa and
Segal (2000) have shown that businesses oriented towards financial performance may also
have social aims, cooperation initiatives, actions linked to conserving the environment and
customer satisfaction programmes, all of which are social components.

This last issue, when coupled with the broader consideration of SE, creates difficul-
ties in defining SE (Audretsch 2012) because companies that combine profit-seeking with
social purposes may practise CSR (Carroll 1999; Surroca et al. 2010). But, as previously
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discussed, CSR does not necessarily equate to SE activities. It is difficult to differentiate
between CSR and SE, and the literature broadly fails to address how to do so. To retain
the broad concept of SE for the proposed measurement scale, however, SE activities can
be satisfactorily defined thus: SE constitutes all activities where social objectives form a
fundamental part of their strategy. Furthermore, SE activities allow firms to increase value
for customers and, accordingly, boost profits while avoiding conflicts between social and
financial goals. As previously mentioned, this definition constitutes the broad definition of
SE.

Besides highlighting the differences among SE, individual entrepreneurship and corpo-
rate entrepreneurship, the definition of SE captures the links and common elements among
these forms of entrepreneurship. The intuition and intelligence that lead to the discovery of
new ways of integrating social, environmental and economic issues — and of thus creating
value for society (SE) — overlap with the personality traits explored in studies of individual
entrepreneurship. Furthermore, the way an entrepreneur leads an organisation to achieve
cooperation, find new combinations of factors and exploit opportunities are corporate en-
trepreneurship traits that are also relevant for SE.

Arigorous literature review yielded the items included in the survey. Given this study’s
novel aim of establishing a broad definition of SE, items were chosen to meet this aim
without adhering literally to the items or definitions previously reviewed (Waddock and
Graves 1997; Fowler 2000; Sagawa and Segal 2000; Neck et al. 2009; Diochon and An-
derson 2011). To measure broad SE, the scale uses the entrepreneurial and social dimen-
sions cited by Peredo and McLean (2006) as components of SE. Another key source was
research by Covin and Wales (2012), who argue that, wherever possible, measurement
scales should consist of content that is specific to the needs of the research at hand. Next,
the expertise of a group of international experts was used to filter the items using the Delphi
method. The items were then refined using a pre-test.

To avoid confusion between CSR and SE, the questionnaire scale comprised items that
combined the entrepreneurial activity of the firm with its service to people (customers) and
other social aspects (society as a whole or the environment). The questionnaire thus addres-
sed the firm’s entrepreneurial orientation as a significant strategic issue, while dealing with
social aspects related to customers and the environment. The two issues (i.e., entrepreneu-
rial orientation in strategy and social aspects) are inseparable in the questionnaire. The type
of entrepreneurial orientation addressed in this study relates to innovations or investments
that favour customers, society and the environment.

3. DEVELOPING A SOCIAL ENTREPRENEURSHIP MEASUREMENT SCALE

Measurement scales must be tested to ensure they use the most accurate, reliable pro-
cedure to gather the relevant information for measurement. The generic procedure used in
this study to develop the measurement scale was based on the procedure set forth by Chur-
chill (1979) and DeVellis (1991). All sociometric properties (i.e., dimensionality, reliability
and validity) required of measurement scales in the social sciences were also checked.
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3.1. Building the scale: Literature review, Delphi study and pre-test

To minimise the length of the measurement instrument and thereby enhance its practi-
cal application, the Delphi technique and a pre-test questionnaire were used to select only
the relevant attributes (Castrogiovanni et al. 2011). The panel of experts consisted of 18
national and international experts from hospitality firms, academic institutions and public
institutions: 4 managers of hotels in large cities, 4 managers at thermal baths, 6 hospitality
and tourism scholars (4 from Spain, 1 from France and 1 from Portugal), and 4 tourism
and hospitality experts from the public sector. Such variety in the panel of experts reduced
information bias.

To check content validity, attributes in the measurement scale were identified in three
stages. First, the entrepreneurial orientation and SE literature was reviewed to establish the
scale items. Scale items 4, 5 and 8 relate to entrepreneurial orientation issues (renovation of
ideas in the company, bold investment and capacity to anticipate innovations in the indus-
try). Items 2, 3 and 6 underline the close relationship between entrepreneurial orientation
and SE. Items 1 and 7 highlight the need for the firm’s products and services to benefit
people and the environment, taking into account customers’ social and cultural values. The
entrepreneurial orientation content of items 2, 3,4, 5, 6 and 8 stems from relevant research
into this dimension of company strategy — in particular, work by Kreiser et al. (2002) and,
more broadly, work by Covin and Slevin (1989), Covin and Wales (2011) and Morris et al.
(2011). The social orientation or SE content of items 1, 2, 3, 6 and 7 draws on the general
SE literature. As per Thompson (2002), Tan et al. (2005), Peredo and McLean (2006),
Murphy and Coombes (2008), and Neck et al. (2009), SE consists of obtaining products
and services that consider customers’ cultural and social values, benefit the natural envi-
ronment, and benefit people or customers by aiding their health or leisure.

Second, after consulting experts, six items were eliminated after two rounds (Delphi
method) because of a disagreement among experts. This reduced the number of scale items,
thereby making the measurement instrument easier to apply while maintaining its capacity
to measure broad SE in firms.

Third and finally, the measurement instrument was pre-tested once with 20 managers
from the Spanish hospitality sector. Queries, interpretation difficulties and suggested im-
provements were assessed and incorporated into the questionnaire items, where appropria-
te. Appendix presents the final eight items in the SE measurement scale after filtering and
refinement.

3.2. Data gathering

The study sample was drawn randomly from the list of four- and five-star Spanish ho-
tels registered with the Spanish Institute of Tourism (TurEspafia) in 2011. The population
consisted of 1,865 four-star hotels and 241 five-star hotels.

Respondents were hotel managers. The survey, which took place between January and
March 2011, yielded 129 questionnaire responses. Of these responses, 9 incomplete ques-
tionnaires were discarded to leave a final sample of 120 questionnaires. Technical data for
the empirical study appears in Table 1.
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Table 1

Technical data for the empirical study

Category Four- and five-star hotels

Research area Spain

Type of interview semi-structured in-depth interview with the CEO
Sample size 120 firms

Sample error +/- 8.69%*

Date of fieldwork January 2011 to March 2011

Source: Own elaboration.

4. SOCIOMETRIC PROPERTIES OF THE SOCIAL ENTREPRENEURSHIP
MEASUREMENT SCALE

A measurement scale comprises items, phrases or questions that enable measurement
of a particular attribute that would normally not be directly observable. In this case, the
attribute that is not directly observable is broad SE in firms.

The literature review suggests that this scale for measuring broad SE in firms is a novel
contribution to the literature. As such, careful verification of all sociometric properties was
necessary to ensure the scale’s rigour and academic validity. A scale that provides useful,
reliable and accurate measurements must meet three requirements (Palacios-Marqués and
Garrigds-Simén 2004): dimensionality, reliability and validity.

4.1. Dimensionality

Exploratory factor analysis using the varimax method was performed to show the non-
dimensionality of the social entrepreneurship scale. Only one factor had an Eigenvalue of
100%. Consequently, the factor analysis yielded no measurements to group the items. The
scale’s theoretical nature meant that verifying dimensionality was unnecessary. Table 2
shows descriptive statistics for the scale.

Table 2

Mean and standard deviation for items on the social entrepreneurship scale

Item m o

1. In this company, we believe that we will build customer loyalty if our products 608 125

and services benefit people and/or the environment.

2 For a confidence level of 95%, p = q = 50%, in the least favourable case.
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2. It is company policy to develop new product lines that benefit society and/or the 508 079
environment. ) )
3. The company often invests in developing new services that improve customers’

- . 632 091
health or leisure time.
4. We boldly seek desired investments and accept the corresponding risk. 6.74 1.02
5. The company pays attention to industry news to anticipate product or service 507 138
innovation. ) ’
6. The company researches new techniques or procedures that permit innovation

. 583 107

and that benefit the customer and/or the environment.
7. The company considers customers’ social and cultural values. 536 1.14
8. The renewal of ideas and their application to product and service innovation is a 571 108
characteristic of our company. ) )

Source: Own elaboration.

Respondents indicated the extent of their agreement on a seven-point Likert scale.
CEOs marked 7 to show complete agreement with the item (social entrepreneurship), 4
if social entrepreneurship is present in only some of the company’s actions and 1 if social
entrepreneurship behaviour is never applied.

Absolute fit, incremental fit and parsimonious fit indices were used to measure the
model’s goodness of fit. Absolute fit was measured with the Satorra-Bentler Chi-square in-
dex (significance p) and the RMSR (root mean square residual) index, incremental fit was
measured with the BB-NNFI (Bentler-Bonett non-normed fit index) and the IFI (incremen-
tal fit index), and parsimonious fit was measured with the NC (normed Chi-square) index.
Table 4 shows that the indices yielded excellent values for absolute fit, incremental fit and
parsimonious fit measurements, even though the model lacked dimensionality.

4.2. Reliability

To ensure reliability, theoreticians must determine the quality of the instruments used.
This ensures that the structure of the scale is sound and that the measurements are free from
any deviations produced by accidental errors (Hayes 1992, p. 50). To this end, two funda-
mental conditions must be met: internal consistency and stability of the scale.

Internal consistency means that all variables in the group of operating variables measure
the same underlying concept. To check this was the case, the Delphi technique and a pre-test
questionnaire were used. The latter indicated the ability of the scale to yield constant results
over time. The pre-test procedure yielded no significant differences in the response content.

Table 3

Standardised factor loadings and measurement errors

Ttem A Error

1. In this company, we believe that we will build customer loyalty if our prod-

k)
ucts and services benefit people and/or the environment. 0911 0.412
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2. It is company policy to develop new product lines that benefit society and/or
- 0.877 0481

the environment.
3. The company often invests in developing new services that improve custom-

s . . 0.867 0498
ers’ health or leisure time.
4. We boldly seek desired investments and accept the corresponding risk. 0954 0.301
.5. The company pays attention to industry news to anticipate product or service 0766 0643
innovation.
6. The company researches new techniques or procedures that permit innova- 0883 0471
tion and that benefit the customer and/or the environment. ) )
7. The company considers customers’ social and cultural values. 0.696 0.718
8. The renewal of ideas and their application to product and service innovation
. . 0.835 0.551
is a characteristic of our company.

Source: Own elaboration.

Reliability was measured using Fornell and Larcker’s (1981) coefficient with standardised
loadings and measurement errors. The minimum reliability rate was set at 0.7. Table 3 shows the
values for the measurement scale’s loadings and measurement errors.

Parameters marked * were set to 1 to fix the latent variable scale. All estimated parameters
were statistically significant at 95% (t > 1.96). The values of the standardised loadings were high:
Most loadings were greater 0.6, and all loadings were greater than 0.4, which is the minimum su-
ggested by Hair et al. (1999). Combined reliability (0.89) exceeded the minimum threshold. This
result implies that the items chosen to measure broad social entrepreneurship are reliable.

4.3. Validity

Validity measures the goodness of fit of the object variable using the mean of the mea-
surement scale. A valid measurement is free of systematic and random errors (Churchill
1979). Content validity and convergent validity were determined.

A. Content validity

Content validity of scale items can be achieved through theoretical argument and/or by
relying on existing empirical studies and scales in the literature. As shown in section 3.1,
the literature assures the content validity of the items in the proposed scale. Furthermore,
content validity for the scale was achieved because the scale was created in accordance
with procedures taken from the literature (Churchill 1979).

B. Convergent validity

A construct has convergent validity when the measurement being assessed correlates
strongly with other measurements that assess the same construct (Churchill 1979, p. 70).
To confirm this condition, the following measures were used: the Bentler-Bonett coefficient
(Bentler and Bonett 1980), which must be greater than 0.9, the factor loadings (Bollen 1989),
which must be greater than 0.4, and the t-values (Anderson and Gerbing 1982), which must
be statistically significant. Table 4 shows the fit indices for the measurement model.
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Table 4

Fit indices for the measurement model

df. Chi? P BB NNFI IFI RMSR NC
20 27.19 0.130 0978 0.978 0.031 1.62

Source: Own elaboration.

The goodness of fit according to the BB-NNFI indicator (0.978) and the size of the factor
loadings (see Table 3) confirm convergent validity of the measurement scale. All factor loadings
were greater than 0.4, as recommended by Hair et al. (1999). Furthermore, the estimated pa-
rameters were statistically significant at 95% (t > 1.96). Table 4 shows that the absolute fit, in-
cremental fit and parsimonious fit measurements demonstrate excellent fit. Therefore, this scale
also satisfied all sociometric properties demanded of measurement scales in the social sciences.

5. CONCLUSIONS

Section 2 on the conceptualisation of social entrepreneurship explains how SE encompasses
fundamental aspects of individual and corporate entrepreneurship. The same section shows the
distinction between strict and broad SE. In the strict sense, SE is linked to non-profit, voluntary
and governmental organisations that aim to resolve social problems or needs. This classical
form of SE gives SE its status as a specific, self-contained form of entrepreneurship. In a broad
sense, however, SE also applies to for-profit companies with social objectives. Such firms’ main
concern is making profit, but these firms’ strategies use customer service and/or care for the
environment to boost profits.

This broad definition of SE is particularly important in this study and in the proposed mea-
surement scale because the scale is validated for for-profit companies for which profit-seeking
was a main objective. Although SE in the broad sense is difficult to distinguish from CSR, the
questionnaire manages to differentiate between SE and CSR by focusing on aspects of general
and social entrepreneurship. The four- and five-star hotels in the sample used to validate the
proposed scale offer services to improve customers’ health (e.g., spas and natural surroundings)
or provide cultural services by dedicating some of their resources to exhibitions or other social
activities. These hotels thereby combine entrepreneurship, social activities and profit-seeking.

The scale items were designed in relation to representative studies in entrepreneurial orien-
tation and SE literature. For some items (2, 3,4, 5, 6 and 8), entrepreneurial orientation is a cha-
racteristic of the companies studied, whereas items 1,2, 3, 6 and 7 stem from the SE literature
in general. The questionnaire items reflect the idea that firms can address customer service and
the environment while still making a profit. These items on the measurement scale, obtained
through an extensive literature review, yield a valid, reliable scale to measure firms’ SE in the
broadest sense of the term. Thus, the main contributions of this article are characterising broad
SE in terms of the scale items and verifying the scale by examining its sociometric properties.

The most obvious limitations of the proposed scale stem from its validation in a single sec-
tor. Nevertheless, many other production or service sectors (e.g., car manufacturing and health
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or therapeutic services) could be analysed using the proposed scale. These sectors resemble
the hospitality sector because benefits for customers’ health or the environment directly trans-
late into competitiveness and profit-making ability. In future research, it would be of interest
to analyse whether firms with social entrepreneurship behaviour perform better financially in
other sectors or industries.

A social implication of this research, which needs to be confirmed by further study, is that,
in at least some sectors of an advanced society, profit-seeking tends to converge with policies
and strategies oriented towards benefitting consumers or society in general.
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APPENDIX

Social Entrepreneurship Measurement scale

1.

2.

In this company, we believe that we will build customer loyalty if our products and
services benefit people and/or the environment.

It is company policy to develop new product lines that benefit society and/or the envi-
ronment.

. The company often invests to introduce new services that improve customers’ health or

leisure time.
We boldly seek desired investments and accept the corresponding risk.

. The company pays attention to industry news to anticipate product or service innova-

tion.

The company researches new techniques or procedures that permit innovation and that
benefit the customer and/or the environment.

The company considers customers’ social and cultural values.

The renewal of ideas and their application to product and service innovation is a cha-
racteristic of our company.
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