International Entrepreneurship and Management Journal (2021) 17:1591-1618
https://doi.org/10.1007/s11365-021-00748-4

®

Check for
updates

Social entrepreneurship orientation and performance
in non-profit organizations

Francisco do Adro'® - Cristina I. Fernandes'2® . Pedro M. Veiga®
Sascha Kraus*

Accepted: 30 March 2021 /Published online: 24 April 2021
©The Author(s) 2021

Abstract

With the downturn in the global socioeconomic panorama, the social entrepre-
neurship orientation (SEO) and the social performance of non-profit organizations
(NPOs) have become subject to growing levels of attention. The objective of this
study is to analyze the influence of SEO on the performance of NPOs. To this end,
we deployed a quantitative methodology based on the application of a survey of
NPOs, which received a total of 135 valid responses. Our results demonstrate a posi-
tive effect for the dimensions of social innovation and social proactivity even while
reporting no effect for the acceptance of social risks on performance. These results
hold important implications across two different levels: in terms of the NPOs and
policy-makers.
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Introduction

The concept of entrepreneurship, originally applied by Richard Cantillon (1755)
to the improvement of economic activities, facilitates the exchange of goods,
with a focus on individual characteristics, entered the modern era through the
work of Schumpeter (1934, 1939, 1942). Schumpeter highlighted the capacity
for entrepreneurship to drive innovation; with the latter becoming the subject of
multidisciplinary research in the literature, covering many topics ranging from
the psychological, social and cultural characteristics of entrepreneurs in organi-
zational development to the functions of organizational entrepreneurship in the
development of the overall organizational performance (Arnason, 2015; Cho &
Lee, 2018; do Adro & Fernandes, 2019; Kim, 2010). In the 1980s, entrepreneur-
ship research focused on the psychological aspects and the behaviors of individ-
ual entrepreneurs as fundamental facets to implementing productivity, growth and
economic development related processes (Drucker, 1985; Mintzberg, 1996). In
recent decades, this emerging field has received increasing attention, however it
still remains fragmented (Ferreira et al., 2019).

The concept of entrepreneurial orientation (EO), defined by Lurtz and Kreutzer
(2017) as the processes and practices of designing the strategy that an organi-
zation deploys when engaging in new ventures or entering new markets, today
stands out as a cornerstone in the literature on entrepreneurship spanning the stra-
tegic process that establishes the necessary grounds for decision-making in an
approach that nurtures entrepreneurial behaviors in the business world (Morris
et al., 2011; Wales et al., 2011), with such entrepreneurial processes involving a
set of activities ranging from planning and analysis through to decision-making.
Such processes are necessary to organizations striving to obtain their objectives
and consequently gain competitive advantages (Lacerda et al., 2019; Lumpkin
et al., 2013). Hence, EO reflects a critical competence to any organization.

EO thereby conveys organizational behaviors that incorporate the attributes of
innovation, proactivity, competitive aggressiveness, accepting risks and autonomy
but also the attitudes held towards opportunities; with these behaviors associated
with entrepreneurship despite the distinctive differences in their respective mutual
relationships, and ensuring EO constitutes an excellent tool for the diagnosis,
development and implementation of new combinations of resources for enhanc-
ing competitiveness and facilitating the entrance into new markets (Codogni et al.,
2020). The EO concept subsequently expanded into several areas like, for example,
sports (Hammerschmidt et al., 2020; Nufiez-Pomar et al., 2020; Pellegrini et al.,
2020), family firms (Hernandez-Perlines et al., 2019; Llanos-Contreras et al.,
2020), gender (Goktan & Gupta, 2015; Santos et al., 2018), immigrant-owned
businesses (José Rodriguez-Gutiérrez et al., 2020), its relation with organizational
culture (Ling et al., 2020), university spin-offs (Jesis Rodriguez-Gulias et al.,
2018; Migliori et al., 2019), nursing and health care (Lages et al., 2017; Marques
et al., 2019) and the non-profit sector that plays a crucial role in the economy
(Barrett et al., 2005; do Adro & Leitdo, 2020; Morris et al., 2011; Nufiez-Pomar
et al., 2020; Pearce et al., 2010). The growth in the non-profit sector, the demands
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from governments and society in general for higher levels of efficiency, and along-
side changes in the global socioeconomic panorama led to non-profit organizations
(NPOs) becoming increasingly entrepreneurial, especially as regards innovation
and incorporating new business models (Morris et al., 2011; Pearce et al., 2010;
Sullivan Mort et al., 2003).

The majority of NPOs that display entrepreneurial behaviors do so for the follow-
ing reasons: the need to generate revenues or greater internal efficiency for the finan-
cial sustainability of operations; feelings over how the demands and social needs
exceed the capacity of the organization to respond; and changles in the surrounding
environment that create opportunities for generating social value that did not previ-
ously exist (Dees, 2001; Morris et al., 2011; Pearce et al., 2010; Zahra et al., 2009).
The desire to do more, to meet the most important social needs, doing everything
possible with the existing organizational resources represent other reasons motivat-
ing entrepreneurial behaviors (Morris et al., 2011).

Despite the proliferation of research studies on EO (Kraus et al., 2019; Lumpkin
et al., 2013; Martens et al., 2016; Voss et al., 2005; Wales et al., 2020), the study
of EO in the non-profit sector still remains at an initial phase and lacking in scale.
Nevertheless, social entrepreneurship has come in for rising levels of attention both
from the academic perspective and the practical point of view (Alarifi et al., 2019;
Halberstadt et al., 2020; Lurtz & Kreutzer, 2017; Morris et al., 2011; Pearce et al.,
2010; Turpin & Shier, 2020). Thus, there is relatively little knowledge on the moti-
vations that lead NPOs to engage in entrepreneurial behaviors (Coombes et al.,
2011). The literature makes frequent reference to how NPOs, in order to better
comply with their social missions, should adopt an EO (Pinheiro et al., 2020), thus
a central question to the research on social entrepreneurship stems from the rela-
tionship between EO and performance, which has hitherto received little analytical
study (Halberstadt et al., 2020; Wales et al., 2020). In keeping with the recommen-
dations of the various authors that refer to the lack of empirical studies in this field
(Lacerda et al., 2019; Starnawska, 2017; Syrji et al., 2019), the objective of our
study is to analyze the influence of social entrepreneurship orientation (SEO) on
the performance of NPOs.

Halberstadt et al. (2020) refer to the persisting lack of clarity over whether SEO
holds a positive influence over the performance of NPOs. Given that set out above,
there is no doubt as to the relevance the literature attributes to an empirical study
of this type. Therefore, to respond to the research question and obtain the proposed
objective, we opted to apply the SEO scale proposed by Kraus et al. (2017) which
spans the original EO dimensions of innovation, proactivity and risk-taking into the
context of social entrepreneurship (Alarifi et al., 2019).

This research thus seeks to make various contributions. First, since according to
Wales et al., (2020) the maturity of EO research and the versatility of the EO con-
cept has led to a disperse body of knowledge, it attends on helping to centralize
it on NPO sector. Secondly it serves to deepen academic knowledge in developing
the social economy theory as a mandatory condition to understand entrepreneurial
processes in NPOs (Ferreira et al., 2019) and how EO operates as a strategic ori-
entation (Wales et al., 2020) in this specific sector. Third, it helps in studying the
impact of each SEO component on the performance of NPOs as well as extending
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the applications of the Kraus et al., (2017) model. Fourth, this seeks to draw the
attention of NPO decision-makers to the importance of SEO in their short (ongoing
management) and long (strategic policy) term decision-making processes within the
scope of the life of institutions. Finally, as a last contribution, this strives to open
up a broader range of conceptual perspectives on EO that concentrate on how the
commitment of the organization to the intensity of actions tends to drive greater
risk-taking, innovation and the proactive search for business opportunities in adverse
socioeconomic contexts.

Literature review: Entrepreneurial orientation in NPOs

The interest in EO concept emerged following the publication of the seminal article
by Miller in 1983 (Anderson et al., 2015; Martens et al., 2016) in which the author
identifies the assumption of risk and innovation as the two core facets of behavior
that contribute to business success beyond proactiveness despite Mintzberg having
earlier been one of the first academics to recognize the importance of EO in 1973
(Miller, 2011; Mintzberg, 1996; Wales et al., 2011). The field again expanded in the
wake of the publication of the study by Covin and Slevin (1989), which has since
become a classic, that refers to how EO influences the performance of organizations
and their competitiveness with the scale proposed by the authors verified by its appli-
cation in various subsequent research studies (Rauch et al., 2009; Wales et al., 2011).
In the following decade, Lumpkin and Dess (1996) added the multidimensional facet
to the EO concept with the addition of two supplementary dimensions: autonomy
and aggressiveness. In keeping with advances in this field of research, the entrepre-
neurial ideas underwent application to efficiently expand organizational boundaries
and capacities (Kim, 2010) but also to expand its scope of actions and no longer lim-
ited just to the private sector. Hence, EO, initially reserved to practices ongoing in the
private sector, has spread throughout every economic structure and is today equally
present in the public and non-profit sectors (Kraus et al., 2019; Nufiez-Pomar et al.,
2020); and, in the latter case, very much driven by changes in the prevailing socio-
economic panorama (Morris et al., 2011).

There has been lively debate around EO especially as regards its nature and the
scale of measurement (Codogni et al., 2020). Miller (1983) identified the accept-
ance of risk and innovation as the two core behavioral areas contributing towards
business success. Accepting risk involves the act of assuming a costly commit-
ment with an uncertain future. Innovation stems from the act of generating new
combinations. Proactivity was subsequently integrated into the conceptual frame-
work of EO to reflect the objective of organizations to be the first to obtain a cli-
ent (Lieberman & Montgomery, 1988). Hence, EO includes innovation, proactivity
and the assumption of risk (Chen & Hsu, 2013). However, the literature contains
two EO constructs. The first integrates three concepts: innovation, proactiveness
and risk acceptance. The second adds the facets of aggressiveness and autonomy
to these (Covin & Slevin, 1989; Lacerda et al., 2019; Miller, 2011). The weight-
ings of each of these concepts reflects the greater or lesser extent of entrepreneur-
ship in a particular organization alongside its EO (Lumpkin & Dess, 1996), id est,
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the respective extent of its innovation or proactiveness. Therefore, EO provides a
construct that incorporates variables covering distinctive dimensions; therefore, the
majority of the measurement scales applied reflect the beliefs of their respondents.
Nevertheless, when approached by more objective measures, there is evidence of
the correlation between EO and organizational behaviors (Codogni et al., 2020).

While the dimensions of innovation, risk-taking and proactivity more frequently
serve as the means of measuring EO (Wales et al., 2011), we did consider the appro-
priateness of incorporating the dimensions of competitive aggressiveness and auton-
omy into the equation. However, in accordance with the SEO orientations provided
by Kraus et al. (2017), these latter two did not get included given that, in practice,
the majority of empirical studies on EO do not deploy either competitive aggressive-
ness, generally subsumed under proactiveness, or autonomy (Wales et al., 2011). In
sharing this opinion, Anderson et al. (2015) present a reconceptualization of EO as
a multidimensional construct containing two dimensions (entrepreneurial behaviors
id est innovation and proactiveness, and an attitude towards risk-taking) with both
essential to the existence of EO. Furthermore, while studies interrelated with EO
in the non-profit sector may adopt conceptual (Kusa, 2016), qualitative (Lurtz &
Kreutzer, 2017) or quantitative (Chen & Hsu, 2013; Pearce et al., 2010) approaches,
in all such cases, the dimensions of innovation, proactiveness and the accepting risk
play central roles (Alarifi et al., 2019).

In their systematic literature review on EO in the non-profit sector, Lacerda et al.
(2019) identify a sixth dimension: reciprocity, subdivided into collaboration, coop-
eration and partnership. Reciprocity encapsulates the capacity of NPOs to establish
priorities and cooperate with their peers. Nevertheless, there is still no scale applica-
ble to its measurement.

Hence, different perspectives on social entrepreneurship have driven the appear-
ance of diverse definitions deriving from the respective particular focus of research-
ers (Kraus et al., 2017). Given the extent of the divergence in the EO definitions for
the social sector and their frequent lack of clarity (Bacq & Janssen, 2011; Dacin
et al., 2010; Kraus et al., 2017), Bacq and Janssen (2011) report differences amount-
ing to 12 definitions for social companies, 18 for social entrepreneurship, and 17 for
the social entrepreneur. According to Kraus et al. (2017), the SEO definition spans
the nature of the mentality applied in decision-making, behaviors and the processes
that sustain the strategic design and practices in effect at organizations; their com-
petitive posture and the management philosophies that encapsulate their entrepre-
neurial trends.

The question about the way in which EO emerges within the context of NPOs
today represents a particularly important point of study (Morris et al., 2011) as
employees’ EO (Kraus et al., 2019). While in the private sector, EO closely inter-
relates with the senior management, in NPOs, this depends on various factors, given
that the responsibilities often end up divided between the management board, the
senior management, the intermediate management and members of staff in gen-
eral (Beekman et al., 2012); the issues surrounding innovation, proactivity and
the acceptance of risk therefore have to be adopted throughout the organization.
Coombes et al. (2011) refer to how the upper management of NPOs may generate
significant impacts on their organizational performance given this directly influences
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the behaviors of managers and other staff members within these institutions. Closer,
Kraus et al., (2019) reinforce that when employees are really stimulated, they try
to solve organizational issues, innovate in the workplace to enhance performance,
facilitate intrapreneuring behavior, and create new ideas to fight competition.

Given the purpose and goals of NPOs take on particular characteristics (social mis-
sion while guaranteeing economic and financial sustainability) that do not prevail in the
private, profit-making business sector, this implies that EO plays an important role as
a key tool for building competitiveness in a sector traditionally more oriented towards
cooperation. In fact, according to Pinheiro et al. (2020), the EO of NPOs refers to the
dominant prevailing mentality of an organization that emerges in the concrete behav-
iors of their staff and closely bound up with the broad characteristics (mentality and
behaviors) of the management board. The EO of NPOs corresponds to the behaviors
they adopt as they attempt to satisfy the respective stakeholders. To this end, the role
of each of the EO dimensions, irrespective of how these may exist and influence on an
independent basis, interrelates with each of the others with each facet making a specific
contribution towards the overall performance (Morris et al., 2011; Voss et al., 2005).

Social innovation

As innovation, a component of EO, provides the key to NPO sustainability, then
the adoption of an SEO may prove beneficial to such organizations in keeping with
how social innovation closely interlinks with a strong organizational commitment
that favors creative ideas and processes that may result in new products, services or
technological advances (Beekman et al., 2012; Tan & Yoo, 2015).

Resource scarcity has tended to drive the creativity of social entrepreneurs as they
deal with social challenges and the multiplicity and variety they pose ensure manag-
ers require a varied range of tools to bring about innovation (Alarifi et al., 2019).

In the third sector, innovation may assist in NPOs providing better services to their
communities (Beekman et al., 2012). Based on a systematic literature review and the
qualitative analysis of 24 semi-structured interviews, Garcia-flores and Martos (2019)
propose the following definition of social innovation (SI): practices or initiatives under-
taken by the community that, based on the products, services or models that they man-
age, or through the processes developed to obtain their goals, produce solutions that
provide a better response, in an alternative and creative manner, to the social problems
or needs. Therefore, the creation of social value through SI and the design of strate-
gies are core to the social entrepreneurship process. SI constitutes a fundamental aspect
of social entrepreneurship (Choi & Majumdar, 2014; Nandan et al., 2019) and results
from a combination of resources (Foroudi et al., 2020). According to Piccarozzi (2017).
SI very closely interrelates with sustainability and the actions taken to achieve this
need to incorporate those conceptual measures even while Eichler and Schwarz (2019)
point out how little is known about which type of sustainable objectives SI best lever-
ages. However, academics do agree in stating that innovation helps in improving the
efficiency and performance of NPOs enabling them to render better quality services to
their users (Suh et al., 2018). The study by Nufiez-Pomar et al. (2020) identifies innova-
tion as a core factor in returning good levels of performance. Given that set out above,
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innovation emerges with a critical role for NPOs experiencing pressure to adopt meth-
ods traditionally applied only to the profit-making sector (Dover & Lawrence, 2012;
Suh et al., 2018) due to the consequences of a downturn in state funding (Roque &
Rocha, 2019).

Hence, we arrive at our first hypothesis:

H1I: Social innovation generates a positive influence on the performance of NPOs

Social proactivity

Proactivity is generally interpreted as if dealing with the reactiveness to an occa-
sional situation, which may take place when organizations respond to dilemmas
that threaten their survival; however, being truly proactive involves thinking about
the ways in which organizations overcome their structural barriers and prosper and
take effective decisions (Corsini et al., 2018; Turpin & Shier, 2020). Thus, proactiv-
ity refers to the active searching for opportunities, pre-empting demand, being the
first to take an attitude and differing from innovation in how the latter incorporates
something new, such as an invention, for example. Proactivity more simply involves
the implementation of new measures that are imitations and replications in their over-
whelming majority (Alarifi et al., 2019; Pearce et al., 2010). Proactive organization
generally deploy information and knowledge to identify the opportunities arising and
to gain competitive advantages over their peers (Lumpkin & Dees, 2001; Rauch et al.,
2009). Some authors (Chen & Hsu, 2013) have attempted to ascertain whether there
is an inverted U-shaped relationship between proactive behaviors and levels of NPO
performance, although there has been no verification of the hypothesis that exces-
sive proactivity might be harmful to performance. The empirical study by Kim et al.
(2013) on the third sector in South Korea concludes that proactivity returns a positive
impact on NPO performance. In turn, Turpin and Shier (2020) identify the need for
further study to understand the role of proactivity in the EO of NPOs as well as the
ways in which these aspects require interrelating with the assumption of risk and SI.
We thus reach our second hypothesis:

H2: Social proactivity generates a positive influence on the performance of NPOs

Acceptance of social risks

To any organization, assuming risks reflects the willingness to invest significant
resources in entering unknown or uncertain markets, ignoring the possible conse-
quences (Alarifi et al., 2019; Chen & Hsu, 2013). Therefore, the acceptance of risks
involves the capacity to act beyond the usual practices and accepted norms (Pearce
et al., 2010), with a level of moderation proposed by Begley and Boyd (1987), who
find that the organizations with the best levels of performance are those that adopt
policies with moderate levels of risk.

In the non-profit sector, the acceptance of risks may also be non-financial in nature
(Alarifi et al., 2019) and more problematic than in the for-profit sector (Tan & Yoo,
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2015) and reflected in the issues surrounding reputation when granting or not grant-
ing support to interested parties (clients, communities, etc.) and holding repercus-
sions for compliance with the social mission. Similarly, compliance with the social
mission may involve incurring substantial financial losses (Alarifi et al., 2019). As
their mission, NPO entrepreneurs accept the measuring of the potential risks and tak-
ing decisions according to these measurement results (Turpin & Shier, 2020).

The study by Rauch et al. (2009) points to EO returning a positive impact on
the (especially non-financial) performance aspects of organizations. Taking into
account how financial perceptions and non-financial performance interlink, in
cases of success in assuming risks interrelated with social entrepreneurship, the
returns beyond the social dimension may also generate financial gains (Halberstadt
et al., 2020). However, following their study, Hong and Cho (2012) state they do
not encounter any significant and positive relationship between the EO and the
social performance of NPOs.

Therefore, we may put forward our third hypothesis:

H3: Accepting social risks generates a positive influence on the performance of
NPOs

Figure 1 presents our research model.

Research and data analysis methodology
Questionnaire and data collection

This research applies a correlational design to examine the relationships between
EO and the performance of NPOs. In order to test these relationships, we drafted

Fig. 1 Research model

Social Innovation H1

H2
Social Proactivity >

Social Risks
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the research instrument and developed measurement scales based on a review of
earlier research, such as the Kraus et al. (2017) model.

The questionnaire measurement scales consist of items that depict the knowledge
and opinions of the interviewees about the EO practices and social performance.
In order to construct the questionnaire and similar to other authors (Pinheiro et al.,
2020), we applied existing and already validated scales, translated and adapted for
the purpose of the present study. We discuss all of the items for measuring these
variables and the respective scales below.

The data collection process was severely limited by the health pandemic that
has buffeted Portugal since March 2020. Initially due for launch at the beginning
of April, collection only began with the progressive end of the first period of
lockdown. If in periods characterized as “normal”, institutions relegate respond-
ing to questionnaires down to a second or third priority, the health crisis still
further hindered the collection process given the clear additional efforts under-
taken by the NPOs in order to control the pandemic within scope of their own
organizations.

We submitted the questionnaire via e-mail and available through the
Google Forms application to the social economy organizations in mainland
Portugal and the Autonomous Regions of the Azores and Madeira between 1
June and 30 September 2020. We first sent the questionnaire to CNIS — the
National Confederation of Solidarity Institutions and the respective UDIPSSs
and URIPSSs — the District and Regional Unions, the Portuguese Union of
Charities and the Portuguese Union of Mutual Associations following prior
telephone contact to present the study and request the sending of the ques-
tionnaire to their respective associated members (3,653 institutions with 3,004
affiliated to CNIS according to its 2019 management report even though this
number is subject to frequent variation). Contacts also included the Antdénio
Sérgio Cooperative for the Social Economy given this entity is responsible for
updating the list of all NPOs in Portugal (Pinheiro et al., 2020). In a second
phase (July and August), we contacted, firstly by telephone and then by e-mail,
the coordinating entities of the CLDS4G program present in 232 of the 278
councils on mainland Portugal. Finally (in September), we established contact
with the municipal social network that includes 100 councils located from the
north to the south of the country as well as the Autonomous Regions of the
Azores and Madeira. This social network is a national program set up in 1997
in order to empower the social actors of councils and better combat poverty,
social exclusion while fostering social development (Presidéncia do Conselho
de Ministros, 1997).

Through this diversified strategy, and given that not all institutions maintain
affiliations to either confederations or federations, we sought to contact the popu-
lation of 5647 IPSSs — Private Social Solidarity Institutions or their equivalent
existing in Portugal according to the report “Importancia econémica e social das
IPSS em Portugal” published in December 2018 by CNIS (Mendes, 2018).

The final sample was 135 NPOs disseminated throughout the national territory, of
different sizes and providing a varied range of social responses (infancy and youth,
health and disabilities, elderly persons and others).
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Measurements
Dependent variables

The construct approaching social performance came from Sanzo et al. (2015) and
includes a Likert scale ranging from 1 to 7 (from “not important” to “very impor-
tant”), with 16 items (Annex 7) then subdivided into three different dimensions:

1. Internal marketing, including aspects such as human resource policies and training
in the organization, the appropriateness of the tasks to the capacities of collabora-
tors, internal communication and listening to employees (10 items, Cronbach’s
Alpha=0.926);

2. Benefits from partnerships, particularly sounding out stakeholders by the organi-
zation (3 items, Cronbach’s Alpha=0.791);

3. Mission compliance regarding the satisfaction of the requests and expectations
of organizational stakeholders (3 items, Cronbach’s Alpha=0.869).

The items making up each of these factors (Internal marketing, Partnership
benefits, Mission compliance) display considerable levels of reliability and inter-
nal consistency. The second order construct referring to social performance
returns extremely high levels of reliability and internal consistency (Cronbach’s
Alpha=0.939).

For each dimension and for the overall social performance, we calculated a score
corresponding to the average for the items.

Independent variables

Control variables The characterization of the institutions took into account diverse
aspects, such as: the location (NUT2), the type of social response, the number of
employees (directly employed or contracted/outsourced staff), the number of volun-
teers, the number of users as well as whether or not the organization runs a quality
management system.

(Social) Entrepreneurial orientation To operationally apply the SEO variables
(Table 1), we adopted the scale put forward by Kraus et al. (2017). Within the scope
of tailoring the scale to the specific characteristics of these NPOs, as well as to bet-
ter harmonize the contents, we replaced the terms “company, foundation, institution,
organization” by the word “organization”. This also substituted the words “user” or
“beneficiary” with the term “user” in order to adopt the terminology of the Insti-
tute of Social Security included in all the cooperation agreements signed between
the supervisory authority and the organizations in the sector. This correspondingly
substituted the expression “target areas” for “target public”. Following these adap-
tations, we sent the questionnaire, with its measurements adopting a 4-point Lik-
ert scale, to the NPOs. The nine questions (Annex Table 6) break down into three
sub-dimensions:
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1. Social innovation: “Social innovation is important to our organization,; our organ-
ization frequently suggests new ideas...”” (3 items, Cronbach’s Alpha=0.775),

2. Acceptance of social risks: “We are not afraid to run risks...; risky action is neces-
sary in order to obtain the social mission...” (3 items, Cronbach’s Alpha=0.794),

3. Social proactivity: “We aim to be in the vanguard...; Normally, we begin the
actions that the others copy...” (3 items, Cronbach’s Alpha=0.796).

Data analysis

In order to describe the IPSS sample, we calculated the descriptive statistics
(frequencies, averages and standard deviations) of the variables included in the
research study. In order to evaluate the NPO characteristics and the EO dimen-
sions of the social performance variables, and given there are correlations among
the dependent variables, we applied multivariate analysis of covariance (MAN-
COVA). Hair et al. (2010) recommend the utilization of Pillai’s trace as this pro-
vides the most potent statistics for samples in which the categorical variables are
small in scale and different. Whenever identifying variables with statistically sig-
nificant impacts on the dependent variables, we undertook analysis of covariance
(ANCOVA) for each of the dependent variables and their respective multiple lin-
ear regression models.

We analyzed all the data through recourse to IBM-SPSS software version 27.0
(IBM Corporation, New York, USA).

Results
Descriptive statistics

Table 2 contains the characteristics of the 135 institutions included in the study.
The predominant locations correspond to the regions Centro (47.4%), Norte
(18.5%) and Lisboa e Vale do Tejo (18.5%). In terms of the social responses
provided by the organizations, 45.2% and 11.9% of organizations deal with
infancy and youth and disability issues respectively. The institutions employ an
average of 60.1+77.6 full time members of staff and cater for an average of
693.7 +2458.4 users.

Testing the hypotheses and discussion

In order to test our hypotheses, we calculated a MANCOVA (Table 3) followed by
four ANCOVA tests (Table 4 in the Appendix).
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As regards the characteristics of these organizations, we verify how the
MANCOVA tests report that the control variables response to disability (Pil-
lai’s Trace=0.07; F(3,115)=2.76; p<0.05), number of volunteers (Pillai’s
Trace=0.09; F(3,115)=4.00; p<0.05) and the number of organization users (Pil-
lai’s Trace=0.10; F(3,115)=4.05; p<0.01) hold a significant impact on the vari-
ables making up social performance (Table 1).

In turn, ANCOVA registers how the provision of social responses to disabilities
generates a statistically significant impact on the performance of internal marketing
(F(1,117)=3.87; p<0.05) as does mission compliance (F(1,117)=3.91; p<0,05) on
the performance of partnership benefits (F(1,117)=3.92; p<0.05) and on total per-
formance (F(1,117)=3.99; p<0.05). The organizations rendering social response to
infancy and youth issue return median scores for internal marketing (with responses:
5.53; without responses: 4.84), partnership benefits (with responses: 5.87; without
responses: 5.08), mission compliance (with responses: 5.85; without responses:
5.55) and social performance (with responses: 5.65; without responses: 4.95) and
thereby significantly high than NPOs that do not provide social responses to infancy
and youth (Table 5 in the Appendix). The number of volunteers ensures a negative
impact on the internal marketing performance while the number of users generates a
positive impact on internal marketing, partnership benefits, mission compliance and
social performance.

As regards the SEO dimensions, the results detail how social innovation (Pillai’s
Trace=0.11; F(3,115)=4.23; p<0.01) and social proactivity (Pillai’s Trace=0.14;
F(3,115)=6.37; p<0.001) cause a statistically significant impact on the social
performance variables in overall terms (Table 1). Based on ANCOVA, we may
state that both social innovation and social proactivity return statistically signifi-
cant positive impacts on the internal marketing performance (Social Innovation:
F(1,117)=6.74; p<0.05; Social proactivity: F(1,117)=19.04; p<0.001), as well as
on mission compliance (Social Innovation: F(1,117)=10.41; p<0.01; Social pro-
activity: F(1,117)=12.43; p<0.01) and on the performance of partnership benefits
(Social Innovation: F(1,117)=7.77; p<0.01; Social proactivity: F(1,117)=8.26;
p<0.01) and on total performance (Social Innovation: F(1,117)=5.94; p<0.05;
Social proactivity: F(1,117)=17.95; p<0.001). The variables producing the strong-
est impact on the set of variables for social performance are those encapsulating
SEO, social proactivity (11[% = 0.143) and social innovation (n[% = 0.105) (Table 5 in
the Appendix).

We may therefore affirm the validity of our hypotheses H1 and H2. These
results are consistent with the conclusions of some of the authors focusing on
this theme. Earlier studies (Halberstadt et al., 2020; Nufiez-Pomar et al., 2020;
Pearce et al., 2010; Pinheiro et al., 2020) demonstrate that organizations that act
with a defined EO turn in better levels of performance than others and thereby
establishing a positive relationship between EO and social performance. Khan
and Bashir (2020), through their study on the Pakistani third sector, report
how EO generates a positive effect on organizational performance and that
beyond being a valuable intangible asset, this represents a consistent strategic
orientation. The meta-analysis by Rauch et al. (2009), which examines data
from 53 samples, sets out strong evidence of a positive and moderately strong
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relationship between EO and organizational performance. One of the conclu-
sions to the study by Cho and Lee (2018) identifies how progressive innovation
favors better non-financial performance standards.

As regards H3, in this case, there is no reported effect (Pillai’s Trace =0.01;
F(3,115)=0.36; p=0.779). Despite the consistency with the results of Alarifi
et al. (2019), and also with the alluded by Kraus et al. (2019) who refers that the
effect of the SEO sub-dimensions could vary, this finding emerges somewhat
unexpectedly given that the assumption of risks represents a central compo-
nent of both innovation and proactivity (Kim, 2010). However, Beekman et al.
(2012) state that at times when creativity and innovation are most necessary,
NPOs tend to be more conservative about fund raising, which reflects a certain
failing to accept risks. The research by Kim (2010) indicates how proactivity,
innovation and risk-taking positively interrelate with performance; the study by
Syrjé et al. (2019) on the Finnish social sector conveys how NPOs, despite their
risk adverse nature, are willing to self-correct, be proactive and innovative in
the search for new revenue streams and in resolving social problems and that
the commitment of senior management to the cause of the organization ensures
both their resilience and their compliance with their social missions. This latter
result may identify a shortcoming in the SEO component of Portuguese NPOs
even while this needs to be subject to future confirmation especially because
in undertaking the process of designing the Kraus et al. (2017) measurement
scale, 16 of the 18 respondents (almost exclusively from Europe and the United
States, which deepens the appropriateness of the model to local NPOs) con-
sider that risk-taking requires inclusion on the grounds of being an essential
component.

Implications

The SEO impact on the performance organizations is positive to the extent this con-
tributes to their growth and sustainability over the long term (Syrjd et al., 2019).

On the grounds that NPOs fall under pressure to perform financial roles in
order to survive, but also out of responsibility for complying with their social
missions, to satisfy their associates as well as their multiplicity of stakehold-
ers, this provides them with a more complete and complex framework than in
the private sector given that this is not only and exclusively about developing
a new product or service but rather taking into consideration the meeting of
social needs. Voss et al. (2005) put forward evidence that when the interactions
between the influence of stakeholders and the SEO associated behaviors are
transparent, managers engage in developing reciprocal strategic relationships
that strengthen these behaviors. On the contrary, when this relationship is less
clear, managers spend more time dealing with the more diverse and complex
requests from other stakeholders. Hence, the effects of entrepreneurial prac-
tices on organizational performance may take on various different natures and
susceptible to measurement by financial and operating (non-financial) indica-
tors but also according to internal scales (members of staff) and external scales
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(clients, suppliers, etc.) (Kim, 2010). Performance levels rise in keeping with
how proactive and innovative behaviors and the taking of risks enable organiza-
tions to create new markets, launch new products and services, thereby modify-
ing their value propositions to clients while bringing about significant reduc-
tions to their costs (Coombes et al., 2011).

Hence, NPO senior managers need to take up more proactive stances and not
shy away from assuming risks whether in terms of the strategic policy (long
term) or in the current management (short term) in order to raise the levels
of organizational performance. This may involve establishing more innova-
tion favorable environments, less formal and more flexible but also through
implementing quotas that are not merely symbolic, designing and implement-
ing new services and /or commercial activities, the diversification of revenues
through attracting new sources of income and support and as well as sharing
their resources, such as through setting up central procurement systems, espe-
cially at smaller scale NPOs, in order to generate economies of scale and gain-
ing a greater weighting in negotiations over the supply of goods and services.
As regards this latter point on central procurement systems, this recommends
advancing in accordance with the specific wishes of the NPOs and not due to the
actions / influences of federations or unions as observations of past situations
demonstrated that they are not always able to guarantee the best quality /price
relationship, as was the case with the protocol signed between GALP Energia
and CNIS in 2013 that ended guaranteeing the supply of electricity at a higher
price than those negotiated individually by some NPOs.

With the increase in competition over sources of financing, this analysis provides
a relevant tool both for private financiers and for policy decision-makers when con-
sidering whether support should go to those NPOs with higher or lower levels of
SEO as one means of ensuring its efficient application.

This study also enables a better understanding of the relationship between
SEO and performance in other countries that culturally resemble Portugal, for
example countries that were formerly its colonies or Spain, with the latter’s
non-profit sector displaying similarities with Portugal with the founding of the
Santas Casas da Misericérdia charitable institutions in the late fifteenth century
in Portugal even while in the current context both the Portuguese and Spanish
institutions operate under different organizational and legal frameworks (Ruano
et al., 2020).

Final considerations, limitations and future lines of research

The objective of this study involved analyzing the influence of SEO, and espe-
cially in terms of each of its components, on the performance of NPOs in order
to scrutinize which factors of entrepreneurial orientation influence NPOs’
performance.

This research presents new dimensions in a field that still remains relatively
unstudied: the relationship between EO, a concept initially oriented for the
profit-making sector but subsequently extended to include the social economy,
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and the performance of the non-profit sector in Portugal. After having identified
the SEO factors (social innovation, social proactivity and acceptance of social
risks), they were subject to testing through recourse to quantitative data gathered
from 135 NPOs located across mainland and island Portugal through an online
questionnaire. The results, in their majority consistent with earlier research,
demonstrate that innovation, proactivity and the assumption of risk, although
only to a lesser extent with this latter factor, return a positive impact on the per-
formance of these institutions.

Similar to other research studies, our results display their own limitations
with one due to the data collection process having taken place over one time-
frame, in the midst of the pandemic, which substantially hindered the pro-
cess and preventing the study from being more representative. Thus, future
studies might verify these results. Another limitation derives from the poor
level of response in terms of data that might enable an evaluation of the
financial performance to the extent of preventing analysis of its respective
impact on SEO.

We may also affirm that there remains scope for future research on EO in
the third sector especially as regards financial performance because while the
creation of social value with a relevant impact constitutes the core objective of
NPOs, financial viability also plays a crucial role given the extent of its contri-
bution towards achieving this objective. Earlier studies in this field (Coombes
et al., 2011; Halberstadt et al., 2020) reveal how EO may not actually impact
on the financial performance all the while Kim et al. (2013) report a positive
impact for innovation on the financial performance of NPOs in Kenya. Hence,
there is no consensus on this issue. Furthermore, undertaking research on this
theme represents a complicated task in the majority of countries due to the dif-
ficulties in obtaining objective means of measurement. The present study also
verified certain difficulties on behalf of the NPOs in providing data on this factor
of analysis.

In keeping with the position of Alarifi et al. (2019), this also suggests the
potential need to redefine the concept of accepting risk in the social sector given
that, contrary to the private sector, such institutions rarely face the prospect of
bankruptcy or failure given that central or local government financial support,
in keeping with the weighting of NPOs in the local economy, both in terms of
employment and the sourcing of goods and services from local producers and
suppliers, normally take on part or all of such liabilities in order to guarantee
organizational continuity. This may additionally provide an explanation for the
low levels of risk assumed across the sector.

Another crucial line for future research, from our perspective, involves the design
of a measurement scale for the dimension of reciprocity as identified by Lacerda
et al. (2019).
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Table5 Adjusted mean values after accounting for the effects of covariates

Dependent variables

Mean SE 95% CI
LB UB

Internal marketing Without response to infancy and youth 4.84 0.16 4.52 5.15
With response to infancy and youth 5.53 0.26 5.01 6.05
Partnership benefits Without response to infancy and youth 5.08 0.18 4.71 5.44
With response to infancy and youth 5.87 0.31 5.26 6.48
Mission compliance Without response to infancy and youth 5.21 0.17 4.86 5.55
With response to infancy and youth 5.85 0.29 5.28 6.43
Social performance Without response to infancy and youth 4.95 0.15 4.65 5.25
With response to infancy and youth 5.65 0.25 5.15 6.16

SE Standard error; CI Confidence interval; LB Lower bound; UB Upper bound

Table 6 Measuring entrepreneurial orientation

Dimensions

Indicators

Social Innovation

Acceptance of Social Risks

Social proactivity

1. Social Innovation is important to our organization

2. We invest strongly in developing new ways of boosting our social impact
or serving our users

3. In our organization, we frequently suggest new ideas for dealing with
social problems

1. We are not afraid of accepting substantial risks in order to serve our
social objective

2. Bold actions are necessary to obtaining the social mission of our organi-
zation

3. We avoid taking a cautious line of action whenever social opportunities
might get missed by taking such an approach

1. We aim to be in the vanguard for making the world a better place

2. Our organization has a strong trend to be in front of others in its approach
to its social mission

3. Normally, we begin actions that other social entrepreneurs / social
organizations copy

Source: Based on Kraus et al. (2017)
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Table 7 Measuring performance (social performance)

Dimensions Indicators

Internal marketing 1. The organization emphasises its understanding of the needs and expectations of
employees
2. The organization regularly evaluates the workplace satisfaction of its employees
3. The organization knows the human resource policies of other organizations
4. The organization knows about the labour market situation in its sector of activity
5. Employees report their problems whenever affecting their performance

6. Senior management regularly collects information on the problems employees
encounter in implementing their tasks

7. The work is appropriate to the professional capacities of employees

8. The organization’s human resource policy takes into account the professional
development of employees

9. The organization’s human resource policy actively seeks to improve the working
conditions

10. The organization runs a staff training program
Partnership benefits 1. Satisfying the requests, needs and expectations of users

2. Satisfying the expectations of donors as regards the usage of their financing by
the organization

3. Satisfying the members of staff
Mission compliance 1. Achieving the mission and objectives of the organization
2. Satisfying the requests, needs and expectations of users

3. Satisfying the expectations of donors as regards the usage of their financing by
the organization

Source: Based on Sanzo et al. (2015)
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