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end, an experimental survey was conducted with 222 participants. The results
of a multivariate analysis of variance show that social enterprises are perceived
as more socially responsible and credible than their traditional counterparts and
face higher expectations in terms of sustainable behaviour. However,
irresponsible behaviour was not found to yield stronger negative stakeholder
reactions to social enterprises than to traditional enterprises. In addition,
consumers’ willingness to buy and willingness to pay for sustainable products
were not higher for the products offered by social enterprises than by traditional
enterprises. In sum, the study indicates that it is a difficult undertaking for
social enterprises to successfully compete with their traditional counterparts in
the market for sustainable products in the long run.
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Introduction

Sustainable development is a central goal for societies in the 21st century. In simple
terms, sustainable development requires the simultaneous realisation of social, economic,
and environmental objectives with the aim of promoting a good and just society (Bansal,
2005; Elkington, 1998). To bring sustainable development to life, pressing challenges,
such as poverty, hunger, climate change, gender inequality, human rights violations, and
environmental pollution, need to be tackled around the globe by various societal actors.
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Businesses can play a key role in promoting, or in impeding, sustainability due to their
enormous social influence (Hart, 1997; Schaltegger et al., 2014).
In recent years, social entrepreneurship has been increasingly recognised as a
promising vehicle for fostering sustainable development (e.g., Dees, 2007; Seelos and
Mair, 2005; Weerawardena and Mort, 2006). In fact, some commentators even argue that
social enterprises are among the most powerful actors capable of solving societal and
environmental challenges of the 21st century (e.g., Azeez, 2014; Goyal et al., 2015;
Yunus, 2007). In a nutshell, social entrepreneurship distinguishes itself through the
combination of a social mission with entrepreneurial practices (Haugh, 2007; Nicholls,
2006; Seelos and Mair, 2005; Thompson and Doherty, 2006). Although it is still open to
debate whether or not social entrepreneurship precludes profit making, there is a
consensus that profit making is neither the motivating factor for nor the purpose of social
entrepreneurship (e.g., Leadbeater, 1997; Santos, 2012; Mort et al., 2003; Weber and
Kratzer, 2013). Accordingly, we understand social entrepreneurship as follows: Social
enterprises pursue a mission of contributing to sustainable development through their
entrepreneurial activities. In line with existing literature, we adopt a broad understanding
of entrepreneurship in the sense that it is not limited to new ventures (e.g., start-ups) but
includes all business activities for the creation of opportunity, growth, and value (e.g.,
Shane and Venkataraman, 2000; Stevenson, 1999; Zahra et al., 2009).
In a very general sense, social enterprises contribute to sustainable development in
two different ways. First, by developing new resources and combining them in novel
ways, they create new markets and offer products that are designed to solve societal and
environmental problems (Belz and Binder, 2017; Seelos and Mair, 2005). For example,
the social enterprise Cora Ball invented microfiber-catching 3D laundry balls that reduce
environmental impacts stemming from harmful materials and chemicals. Second, social
enterprises also enter existing markets by offering products with sustainability-related
features (Belz and Binder, 2017). An example of this kind of social entrepreneurial
activity is provided by Fairphone, a social enterprise that produces smartphones under
fair working conditions and with minimal environmental impact. Other examples of
social enterprises that operate in traditional markets are the German producer of
sustainable condoms, Einhorn, the American bakery, Greyston, and the Spanish fashion
company, Ecoalf.
Consumers are becoming increasingly sensitive to sustainability-related consumption
issues (Cone Communications and Ebiquity, 2015). This development has encouraged a
growing number of traditional enterprises to intensify their strategic efforts in the field of
sustainability. For example, Adidas produces functional sports clothing from plastic
waste gathered from the oceans, Dell reduces packaging waste by implementing creative
design, better logistics, and innovative materials, and Siemens offers innovative
technologies to lower energy consumption.
As a consequence of traditional enterprises’ increasing sustainability efforts, the
distinctions between traditional and social entrepreneurship are becoming more subtle
(Carraher et al., 2016) – or in the words of Roberts and Woods (2005): “The boundaries
are far more blurred, particularly as commercial businesses become more socially
responsible and develop triple bottom line reporting measures” (p.50). In a similar vein,
Halberstadt and Kraus (2016) note that many traditional enterprises imitate ideas and
innovations developed by social enterprises. Accordingly, social and traditional
enterprises increasingly compete in the same market segments (Haugh, 2005), i.e., both
sell sustainable products. Thus, the more that traditional enterprises devote their attention
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to sustainability issues, the more that both kinds of enterprises compete for the same
resources.
The present paper is devoted to the intensifying competition between traditional and
social enterprises in the market for sustainable products. It is motivated by the argument
that because scaling social entrepreneurial impact is crucial for institutionalising social
change (Bloom and Chatterji, 2009; Dees et al., 2004; Lumpkin et al., 2013), identifying
successful scaling strategies requires answering the question of how social entrepreneurs
should react to the new business reality. The paper puts forth the notion that social
enterprises have a competitive advantage over traditional enterprises first, on a perceptual
level, that is stakeholders’ belief that social enterprises have more favourable
characteristics, and second, that consumers reward social enterprises with their
purchasing intentions relative to traditional enterprises. To investigate these propositions,
we conducted an experimental survey that compared perceptions (in terms of perceived
social responsibility and credibility) of and consumer intentions (in terms of willingness
to buy and willingness to pay) toward a traditional enterprise with perceptions and
intentions toward a social enterprise which both sell the same product with the same
impact on sustainable development.
Although the topic of social entrepreneurship has received increasing attention in the
literature, and although social enterprises face growing competitive pressure from their
traditional rivals, little is known about the interactions between them and potential
competition among the two (Estrin et al., 2013; Hockerts and Wüstenhagen, 2010; Zahra
and Wright, 2011). In addition, the question of how the different missions of these two
forms of entrepreneurship affect consumer responses has been largely neglected in
research (Lee et al., 2017). Therefore, the present study fills an important research gap.
Moreover, the present research makes a valuable contribution by adopting a quantitative
approach in an area of research that is largely dominated by conceptual and qualitative
approaches (Phillips et al., 2015; Short et al., 2009).
Below, we elaborate on the differences between social and traditional
entrepreneurship and on how these differences affect stakeholder perceptions. We then
turn our attention to existing stakeholder expectations regarding the performance of
social and traditional enterprises in the area of sustainability and consumer intentions for
sustainable consumption. Finally, we present the results of our study and discuss their
implications.

2

The differences between social and traditional entrepreneurship

Academics agree that, while sharing some similarities, traditional and social enterprises
differ one from another (e.g., Austin et al., 2006; Bacq et al., 2013; Corner and Ho, 2010;
Dorado, 2006; Vega and Kidwell, 2007). Typically, a major difference between
traditional and social enterprises is seen in their motivation, purpose, and raison d’être:
Whereas traditional enterprises are motivated by the creation of economic value and the
satisfaction of the financial interests of their shareholders, social enterprises are
motivated by the creation of social value and the promotion of the social good (Austin et
al., 2006; Dees, 1998; Defourny and Nyssens, 2010; Zadek and Thake, 1997).
Accordingly, traditional enterprises are first and foremost driven by the exploitation of
opportunities to generate profits (Kirzner, 1973; Shane and Venkataraman, 2000), so that
their performance is typically measured in terms of financial returns (Austin et al., 2006;
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Certo and Miller, 2008). In contrast, social enterprises mainly pursue social goals that
they achieve through entrepreneurial activities. As a consequence, their performance is
assessed in terms of the positive change they drive in society (Austin et al., 2006;
Nicholls, 2009; Zhang and Swanson, 2014).
However, recently, sustainable development has entered the world of traditional
business, with traditional businesses showing an increasing interest in promoting social
welfare. This is, for example, reflected in the fact that it is nowadays commonplace for
traditional enterprises to practice corporate social responsibility (CSR) and voluntarily
contribute to societal well-being (Du et al., 2013; Lacey et al., 2015). In a similar vein,
the idea of shared value (Porter and Kramer, 2011), i.e., the realisation of economic
objectives through the creation of social value within core business operations, has
become very popular among traditional enterprises. In fact, traditional enterprises
integrate sustainability-related issues into their supply chains, offer CO2-neutral services,
cooperate with sheltered workshops, support refugees, and donate money to social
causes. This shows that traditional enterprises have entered the arena of social
entrepreneurship, so that the differences between the two types of entrepreneurships in
terms of their positive societal and environmental impact are becoming less significant.
In contrast to social entrepreneurs, the motivation behind traditional enterprises’
growing engagement in CSR and sustainability efforts is instrumental in nature, i.e., they
carry out these activities in order to improve their bottom line (Dorado, 2006; Vogel,
2005). These differing motivations are likely to affect the way that social vs. traditional
enterprises are perceived by their stakeholders. In a nutshell, people appreciate activities
that are carried out for moral reasons, i.e., because they are the ‘right thing’ to do,
whereas conducting activities for the sake of furthering one’s own self-interest is often
perceived with skepticism (Clark and Lee, 2011). Empirically, studies have demonstrated
that firms’ activities that are attributed to moral motives are perceived more positively
than those that are attributed to instrumental motives (Sen et al., 2006; Vlachos et al.,
2010).
The attribution of different motives to traditional vs. social enterprises’ business
operations should also affect perceived social responsibility (pSR), which reflects
stakeholders’ subjective judgment of how socially responsibly an enterprise behaves
(Glavas and Godwin, 2013; Evans and Davis, 2011). Although pSR is influenced by the
actual activities of a firm in the field of sustainability, it can differ substantially from a
firm’s objective social responsibility performance, which can be quantified and ranked
based on responsibility-related facts and figures, such as energy and water consumption,
the amount of CO2 emissions, the amount of training days per employee, the size of
budget for charity, and the percentage of women in management positions. Accordingly,
while an enterprise can have a good objectively-assessed social responsibility
performance, it might not be perceived as socially responsible by stakeholders (Peloza
et al., 2012). In this respect, Bhattacharya et al. (2009) state: “stakeholder evaluations of
the company’s CSR initiatives are tied to, yet often entirely distinct from, the absolute
level of CSR activity at the company” (p.261).
pSR is important because stakeholder attitudes and behaviours depend more on their
perceptions of the firm’s social responsibility than the firm’s objective social
responsibility performance (Bhattacharya et al., 2009; Glavas and Godwin, 2013; Hansen
et al., 2011). Ultimately, individuals do not act solely based on objective reality but also
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largely on the basis of their subjective interpretations thereof (Lange and Washburn,
2012). Accordingly, the same CSR activity carried out by two different enterprises can
lead to different stakeholder reactions. This is also because pSR is an overall perceptual
construct that is formed in the minds of stakeholders based not only on information about
particular activities in the field of sustainability but potentially on all available cues about
that enterprise. These cues also include the motives stakeholders attribute to an
enterprise’s sustainable behaviour (Du et al., 2007; Pérez and Rodríguez del Bosque,
2015) which, in turn, renders the actual form of the entrepreneurship a relevant factor for
the formation of pSR. Since the attribution of moral motives to do good has a more
positive effect on stakeholder perceptions than instrumental motives, and because social
enterprises are typically assumed to be guided by moral motives, we postulate the
following hypothesis:
H1

Social enterprises are perceived as more socially responsible than traditional
enterprises.

The different motivations of traditional and social enterprises to engage in sustainability
should also affect stakeholders’ perceptions of their credibility, that is, stakeholders’
belief that an enterprise has the expertise and willingness to keep its promises and can be
trusted to fulfil its claims (Erdem and Swait, 2004; Newell and Goldsmith, 2001).
Credibility is an important intangible asset that engenders favourable stakeholder
reactions toward an enterprise (Hur et al., 2014). Firm credibility differs from perceptions
of a firm’s social responsibility in that the former focuses more on integrity and
reliability, whereas the latter is more focused on a firm’s stance toward social norms and
social welfare. Although the two are likely correlated, they reflect different types of
perceptions, and therefore should be separated in empirical evaluations.
A social mission connotes values such as caring and benevolence which should
enhance stakeholders’ trust in and the perceived credibility of the firm (Doney and
Cannon, 1997; Kharouf et al., 2014; Mayer et al., 1995). In contrast, the profit motive
promotes the stereotypical view that traditional enterprises behave in an opportunistic
manner and are willing to realise profits at the expense of society (Bhattacharjee et al.,
2017). Since the risk of becoming exploited by an actor negatively affects that actor’s
trustworthiness (Ashnai et al., 2016; Barney and Hansen, 1994; Wang and Yang, 2013)
and hence, perceived credibility, the profit-oriented mission of traditional enterprises
decreases their perceived credibility.
The proposed effects of traditional vs. social entrepreneurships’ mission on their
perceived credibility parallel differences seen in the perceived trustworthiness of
for-profit and non-profit organisations (Drevs et al., 2014; Hansmann, 1980; Lin-Hi et al.,
2015; Rose-Ackerman, 1996; Speckbacher, 2013). Both social enterprises and non-profit
organisations have in common that they serve the public good and are not motivated by
making profits (Dees, 1998; Moore, 2000). For example, Speckbacher (2013) argues that
non-profit organisations’ non-distribution constraint serves as a strong signal for their
trustworthiness. Indeed, empirical studies support the view that non-profit organisations
are perceived as more trustworthy than for-profit organisations (Handy et al., 2010;
Lin-Hi et al., 2015; Witesman and Fernandez, 2012). Thus, we predict the following:
H2

Social enterprises are perceived as more credible than traditional enterprises.
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Implications of the differing stakeholder expectations of social vs.
traditional entrepreneurship

It can be argued that the differing missions of social vs. traditional enterprises affect
society’s general expectations regarding how sustainably the two forms of enterprises
behave, for example, in terms of environmental friendliness of their operations,
conditions for workers, and compliance with laws and regulations. This is because the
mission-based distinction between traditional and social enterprises creates a
stereotypical view of the two types of enterprises in the eyes of stakeholders. It is well
known that stereotypes and other types of prior impressions shape perceptions and
expectations, thus influencing the kind of behaviour people expect from an actor assigned
to a specific category (e.g., Jackson et al., 1993; Jones and McGillis, 1976).
Because social enterprises distinguish themselves through their moral motive to
contribute to sustainable development, they are generally expected to work towards
improving society. And because traditional enterprises distinguish themselves through
their profit orientation, they are expected to work towards improving the financial
interests of their shareholders. Indeed, the profit motive driving traditional enterprises is
often blamed for being a serious obstacle to sustainable development (e.g., Ahmad et al.,
2012; Bakan, 2004; Næss, 2006). Therefore, we predict the following:
H3

Social enterprises face higher expectations in terms of sustainable behaviour than
do traditional enterprises.

Differences in expectations regarding social and traditional enterprises’ sustainability
performance should also have consequences for stakeholder reactions to negative or
irresponsible organisational actions. Irresponsible organisational actions, such as
corruption, deception of consumers, discrimination, environmental damage, exploitation
of workers, and violations of human rights, adversely affect sustainable development as
they typically harm the welfare of stakeholders and society as a whole (Mena et al.,
2016). It is thereby widely established that irresponsible behaviour negatively affects
stakeholders’ opinions about and attitudes toward enterprises (Antonetti and Maklan,
2016; Lange and Washburn, 2012; Lin-Hi and Müller 2013; Zavyalova et al., 2012).
Indeed, empirical research clearly demonstrates the negative effects of irresponsible
practices on a variety of perceptual constructs, including reputation (Hardeck and Hertl,
2014), image (Zhu and Chang, 2013), perceived ethicality (Brunk and Blümelhuber,
2011), and trustworthiness (Leonidou et al., 2013).
The negative effects of irresponsible behaviour on stakeholder reactions are likely to
differ depending on the actual enterprise form. This is because reactions to irresponsible
behaviour depend on the gap between expected and observed behaviour (Lin-Hi and
Blumberg, 2018; Zavyalova et al., 2012). Specifically, because social enterprises are
expected to act in the public interest per se, irresponsible behaviour violates expectations
more than it would in the case of profit-driven traditional enterprises. This effect is
similar to the phenomenon of the ‘liability of good reputation’ (Rhee and Haunschild,
2006), where firms with a good reputation are likely to encounter stronger reputational
damages following an act of irresponsible behaviour than firms with a poor reputation.
Therefore, we postulate the following hypotheses:
H4a

Irresponsible behaviour has a stronger negative effect on the perceived social
responsibility of social enterprises than of traditional enterprises.
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H4b Irresponsible behaviour has a stronger negative effect on the perceived credibility
of social enterprises than of traditional enterprises.

4

Consumers’ intentions for sustainable consumption

Perceptions matter in the business world. They affect stakeholder interpretations, which
in turn, influence stakeholder attitudes and behaviours (Ajzen, 1991). Scholars agree that
good stakeholder relations are crucial for social enterprises’ ability to realise their
mission (e.g., Mueller et al., 2013; Smith and Woods, 2015). According to stakeholder
theory, customers are among the most important stakeholders of organisations (Clarkson,
1995; Freeman, 1984).
Via their buying behaviour, customers decide whether or not an enterprise is
successful in a market. Like in the traditional business world, social enterprises’ ability to
sell their products at a reasonable price is critical for their success (Carraher et al., 2016).
To this end, social enterprises have to fulfil classical customer demands, such as
functionality, design, quality, durability, and taste (Belz and Binder, 2017; Keskin et al.,
2013). Ultimately, customers buy products because of the benefits they receive from the
purchased good. Thus, the better that enterprises are able to meet customers’ demands,
the more likely customers are to buy a product (Sheth et al., 1991).
A number of empirical investigations demonstrate that consumers’ willingness to buy
is positively influenced by a product’s sustainability attributes (e.g., Auger et al., 2008;
Rokka and Uusitalo, 2008; Weber et al., 2015). The positive link between sustainable
product attributes and consumers’ willingness to buy can be explained by the theory of
consumption values (Sheth et al., 1991), specifically by consumers’ attainment of
emotional benefits, such as a good feeling, avoiding feelings of guilt, and enhanced social
standing (Ha-Brookshire and Hodges, 2009; Lin and Huang, 2012; Ramirez, 2013).
Emotional benefits thereby arise from ‘doing the right thing’ by contributing to social
welfare.
Consumers’ willingness to buy, of course, depends not only on concrete product
attributes, but also on less tangible issues, such as a firm’s trustworthiness (Gefen, 2002),
brand name (Dodds et al., 1991), and reputation (Gatti et al., 2012). Thus, consumers are
also driven by the potential emotional benefits of purchasing from a particular firm or
brand. Ultimately, offering opportunities for consumers to realise an emotional benefit is
one of the reasons why firms practice CSR (Mason and Simmons, 2014). Altogether,
research shows a positive link between CSR and consumers’ purchase intentions (Creyer
and Ross, 1997; Mohr and Webb, 2005; Sen et al., 2006). In a nutshell, CSR serves as an
important signal for positive organisational characteristics, such as honesty and reliability
(Homburg et al., 2013; Siegel and Vitaliano, 2007).
Moreover, consumer behaviour is also positively influenced by perceived consumer
effectiveness, that is, consumers’ belief that their buying behaviour has a positive effect
on broader social outcomes (e.g. Berger and Corbin, 1992; Davis, 2013; Ellen et al.,
1991). Stated differently, if consumers believe that their buying behaviour has no impact
on sustainable development, their willingness to buy sustainable products is diminished,
whereas the greater the perceived benefit to society arising from their purchasing
decisions, the more willing are customers to buy sustainable products.
Thus, consumers’ willingness to buy should be higher for products produced by
social enterprises than for products manufactured by traditional enterprises. In a nutshell,
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social enterprises’ social mission serves as a cue that the firm intrinsically cares about
sustainability which, in turn, renders social enterprises effective and credible promoters
of sustainable development. In contrast, traditional enterprises’ activities in the field of
sustainability are ultimately tied to instrumental considerations. Thus, it can be argued
that consumers’ expectations of achieving a real positive societal and environmental
impact by buying a sustainable product from a social enterprise are higher than buying
the same product from a traditional enterprise. Accordingly, we hypothesise:
H5a

Consumers’ willingness to buy is higher for sustainable products offered by social
enterprises than for sustainable products offered by traditional enterprises.

Not only is it important to consider which products consumers choose, it is also important
to consider how much consumers are willing to spend. In this respect, the basic logic
applies that the higher the benefits customers expect to obtain from the purchase of a
product, the higher is their willingness to pay (Ligas and Chaudhuri, 2012; Monroe,
1990). For example, research shows that emotional benefits are important predictors of
the amount that consumers are willing to pay (e.g., Li et al., 2012; Pihlström and Brush,
2008).
Several studies demonstrate that consumers report a willingness to pay more for
sustainable products (e.g. De Pelsmacker et al., 2005; Ha-Brookshire and Norum, 2011;
Trudel and Cotte, 2009). For instance, De Pelsmacker et al. (2005) found in a survey
among Belgian consumers that the average price premium respondents were willing to
pay for fair-trade coffee was 10%. In addition, Ha-Brookshire and Norum (2011)
reported that 54.9% of surveyed consumers in the US were willing to pay more for a
sustainably produced t-shirt, on average $5.54 for a shirt with a retail price of $30.
Research highlights that consumers’ willingness to pay for sustainable products depends
on the benefits they expect to obtain from the associated product choices (e.g.,
Abdul-Muhmin, 2007; Green and Peloza, 2011; Grimmer and Bingham, 2013).
Customers should also be willing to pay more for sustainable products from social
enterprises than from traditional enterprises. This is because social enterprises provide an
additional, i.e., emotional, consumer value stemming from their social mission and the
associated perceptions of high consumer effectiveness. Put differently, the mission of
social enterprises to benefit society increases consumer value by providing emotional
benefits associated with consuming the firms’ products. Since the benefits consumers
obtain from a product positively influence their willingness to pay extra for sustainable
development, we formulate the following hypothesis:
H5b Consumers’ willingness to pay for sustainable products offered by social
enterprises is higher than for sustainable products offered by traditional
enterprises.

5

Method

5.1 Participants and procedure
Participants in this study were recruited via personal contacts, online platforms (e.g.,
online forums, blogs, and shopping advice websites), and social networks (e.g., Facebook
groups for online surveys), using snowball techniques, and asked to complete an online
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questionnaire. Data collection took place in spring and summer 2017. Overall, 222 valid
data sets were obtained, whereby the criteria for a valid data set was that less than 30% of
items were left unanswered. Of the sample, 62.9% of participants were male, 34.3%
female, 0.5% other, and 2.4% chose not to specify their gender (missing = 5.4%). The
mean age of participants was 25.29 years (SD = 7.02, range = 17–61, missing = 10.4%).
In terms of achieved educational degree, 4.7% of participants did not finish school or had
finished lower secondary school, 60.3% had obtained a higher secondary school degree,
33.6% had obtained a graduate or postgraduate degree, and 1.4% reported a doctorate
(missing = 3.6%). Less than one tenth (7.9%) of participants reported having no
occupation, whereas 3.3% identified as school students, 62.6% as university students,
22.4% as employees, 0.9% as civil servants, and 2.8% as self-employed
(missing = 3.6%). Of all participants, 57.4% were in a relationship and 42.6% were single
(missing = 5.9%). In terms of children, 9.1% of participants had at least one child,
whereas 90.9% reported no children (missing = 5.9%).
In addition to demographic data, information about mobile phone use and mobile
phone purchase intentions was also collected. Nearly all participants (98.1%) were in
possession of a smartphone (missing = 4.5%), and 96.6% of participants indicated using a
smartphone at least several times a day (missing = 4.5%). During the 12 months prior to
answering the questionnaire, 38% of participants made a mobile phone purchase, whereas
62% did not obtain a new phone (missing = 4.1%). Regarding purchase intentions, 13.8%
of participants were planning to buy a new mobile phone in the three months following
their completion of the survey, compared to 86.2% not considering a purchase in this
time frame (missing = 5.4%).
Participants were randomly assigned to one of the four experimental conditions. In
each condition, participants were asked to read a description of a fictitious mobile phone
company (called ‘LiETEQ’). The description included general information about the
production system of the company and the overall quality of the products. This general
information was identical for all of the four conditions. Two manipulations were
implemented in the description of the firm to test the hypotheses. The first manipulation
contrasted between a traditional enterprise and a social enterprise. Both enterprises were
introduced as international companies that have been active in the market for
smartphones for almost five years. In the traditional enterprise version, the company was
described as striving for higher profits and for increasing shareholder value. In the social
enterprise version, the company was described as being motivated to solve of societal
problems and to contribute to sustainable development. A second manipulation in the
company description varied whether the firm was characterised as having committed
irresponsible behaviour. Specifically, in the irresponsible behaviour condition,
information about a television report was provided alleging that the enterprise was
accused of unpaid overtimes and of unfair payment of women in comparison to men. The
firm was described as having refused to comment on the television report. This
information was not included in the no-irresponsible behaviour condition. The material
(full company descriptions) can be found in the Appendix. Taken together, the four
survey conditions included a traditional enterprise without any reference to irresponsible
behaviour (condition 1), a traditional enterprise with information about irresponsible
behaviour (condition 2), a social enterprise without information about irresponsible
behaviour (condition 3), and a social enterprise with information alleging irresponsible
behaviour (condition 4).
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After reading the company description, participants were asked to answer several
questions regarding their perceptions of the company and buying intentions. As an
incentive to participate in the study, participants were invited to take part in a raffle after
completing the survey.

5.2 Measures
•

Perceived social responsibility (pSR): pSR was measured with four items based on a
scale by Stanaland et al. (2011). A sample item is: ‘LiETEQ is committed to
well-defined ethics principles’. All items were rated using a Likert scale anchored
1 = ‘strongly disagree’, to 7 = ‘strongly agree’. Cronbach’s alpha for this scale
was .89.

•

Perceived credibility: Perceived credibility was measured with seven items based on
Newell and Goldsmith (2001). A sample item is: ‘LiETEQ is an honest company’.
Cronbach’s alpha for this scale was .95.

•

Behavioural expectations: Behavioural expectations were assessed with a
self-developed scale with six items. The scale comprised different sustainable
behaviours such as environmentally-friendly production, production of long-lasting
products, decent working conditions, rejection of child labour in the smart phone
industry, and tax compliance. A sample item is: ‘I believe that LiETEQ aims to
produce as environmentally friendly as possible’. Cronbach’s alpha for this scale
was .87.

•

Willingness to buy: Willingness to buy was assessed with the four willingness to buy
indicators developed by Dodds et al. (1991). A sample item is: ‘The likelihood of
purchasing a LiETEQ smartphone is very high’. Cronbach’s alpha for this scale
was .95.

•

Willingness to pay: To assess willingness to pay, participants were informed that in a
comparison of smartphones, LiETEQ’s smartphones were rated second in a field of
competitors, with a score of 820 points (out of 1,000). The winning smartphone was
said to have earned 850 points and was available for Euro 549. Participants were
given 20 options to indicate the maximum price they would pay for a smartphone by
LiETEQ, ranging from Euro 399 to Euro 599.

The survey was administered in German language. Items were translated into German by
the authors using the back-translation method.

6

Results

Table 1 shows the means and standard deviations of the study variables for each
experimental condition. As can be seen in the table, the means of the traditional vs. social
enterprises’ condition were in the expected direction for pSR, credibility, behavioural
expectations in terms of sustainability, and willingness to buy. As expected, social
enterprises were rated higher than traditional enterprises in terms of pSR, credibility,
behavioural expectations in terms of sustainable behaviour, and willingness to buy. The
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amount that respondents were willing to pay, however, did not differ between social and
traditional enterprises.
Table 1

Means and standard deviations of the dependent variables for the different survey
conditions

Dependent
variable
pSR

Traditional
enterprise/no
irresponsible
behaviour N = 53

Traditional
enterprise/
irresponsible
behaviour N = 55

Social
enterprise/no
irresponsible
N = 54

Social enterprise/
irresponsible
behaviour N = 56

4.698 (1.049)

3.328 (1.127)

5.273 (1.022)

3.759 (1.139)

Credibility

4.392 (.924)

2.830 (.949)

4.813 (.866)

3.301 (1.147)

Behavioural
expectations

4.228 (1.094)

3.632 (.821)

4.789 (1.067)

4.269 (1.031)

Willingness
to buy

4.062 (1.275)

3.439 (1.360)

4.165 (1.570)

3.438 (1.381)

Willingness
to pay

499.80 (62.199)

474.65 (61.596)

491.90 (74.527)

474.58 (60.177)

To test the hypotheses, a multivariate analysis of variance (MANOVA) was conducted.
To test the normal distribution of the study variables and the equivalence of covariance
matrices (as conditions of the MANOVA), a Kolmogorov-Smirnov Test and a Box’s M
Test were conducted. The study variables were normally distributed, as assessed by the
Kolmogorov-Smirnov-Test (p > .05). Additionally, the Box’s M value of 55.232 is
associated with a p value of .207. Thus, the covariance matrices between the groups were
assumed to be equal for the purposes of the MANOVA.
Hypothesis 1 predicted that social enterprises are perceived as more socially
responsible than traditional enterprises. As Table 2 shows, the multivariate result was
significant for the main effect of an enterprise’s form on pSR (F = 12.202, df = 1,
p = .001), fully supporting H1. The partial η2 value of .061 indicates a medium size
effect. Hypothesis 2 predicted that social enterprises are perceived as more credible than
traditional enterprises. Results show a significant main effect of company’s form on
perceived credibility (F = 13.478, df = 1, p = .000), supporting H2. The partial η2 value of
.067 indicates a medium size effect. Hypothesis 3 predicted that social enterprises face
higher expectations in terms of sustainable behaviour than traditional enterprises. The
results fully support this hypothesis (F = 16.378, df = 1, p = .000) with a medium effect
size (η2 = .081). Hypothesis 4a predicted that irresponsible behaviour has a stronger
negative effect on the perceived social responsibility of social enterprises than of
traditional enterprises. The interaction effect of irresponsible behaviour and company
form was not significant for pSR (F = 0.041, df = 1, p = .840). Thus, Hypothesis 4a was
not supported. The same holds for Hypothesis 4b, predicting that irresponsible behaviour
has a stronger negative effect on the perceived credibility of social enterprises than of
traditional enterprises. The results show no significant interaction effect for credibility
(F = 0.354, df = 1, p = .552). Hypothesis 5a predicted that consumers’ willingness to buy
is higher for sustainable products offered by social enterprises than for sustainable
products offered by traditional enterprises. The results show no main effect for
company’s form (F = 0.058, df = 1, p = .000) and thus, H5a was not supported in the
present study. Hypothesis 5b predicted that consumers’ willingness to pay for sustainable
products offered by social enterprises is higher than for sustainable products offered by
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traditional enterprises. As mentioned above, contrary to the expectations, the means for
traditional enterprises are slightly higher for this dependent variable but the difference
between the two is not significant. Hence, H5b was not supported.
Table 2

Multivariate analyses of variance of brand related outcomes by enterprise form and
entrepreneur’s behaviour

Source

Dependent variable

df

F

part. η2

p

pSR

1

12.202

.061

.001

Enterprise form
Credibility

1

13.478

.067

.000

Behavioural expectations

1

16.378

.081

.000

Willingness to buy

1

0.058

.000

.810

Willingness to pay

1

0.105

.001

.746

pSR

1

85.805

.315

.000

Entrepreneur’s behaviour
Credibility

1

131.754

.413

.000

Behavioural expectations

1

14.874

.074

.000

Willingness to buy

1

6.039

.032

.015

Willingness to pay

1

4.833

.025

.029

Enterprise form x
entrepreneur’s behaviour
(interaction)

pSR

1

0.041

.000

.840

Credibility

1

0.354

.002

.552

Behavioural expectations

1

0.580

.003

.447

Willingness to buy

1

0.004

.000

.955

Willingness to pay

1

0.342

.002

.560

Error

7

pSR

214

Credibility

213

Behavioural expectations

216

Willingness to buy

216

Willingness to pay

199

Discussion

7.1 Theoretical contribution
Sustainable development has become an increasingly important consideration for
traditional enterprises. This new business reality also comes with changes in the markets
within which social enterprises attempt to compete. Whereas in the past, social
enterprises had a ‘monopoly’ on engaging in sustainability, today they compete in
markets often occupied by traditional enterprises which are now taking an active role in
promoting social welfare. Thus, competition with traditional enterprises has become an
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integral part of social enterprises’ daily operations. Of course, social enterprises’
existence does not depend on profitability. Nevertheless, they must secure access to
critical resources in order to survive (Liu et al., 2015).
Existing research has devoted limited attention to the competition between social and
traditional enterprises in shared markets (Estrin et al., 2013). Little is known about how
social enterprises can be successful in markets in which they have to compete with
traditional enterprises that often sell well-known products at lower prices. This lack of
knowledge might be rooted in the fact that the financial performance and non-social
outcomes of social entrepreneurship have been largely neglected in the literature (Dacin
et al., 2010; Halberstadt and Kraus, 2016). However, paying attention to the issue of
competitiveness is important in research on social entrepreneurship, as it ultimately
affects social enterprises’ scaling possibilities and hence, their potential social
contributions.
Motivated by this research gap, the present study investigated stakeholder perceptions
and consumer intentions for social vs. traditional enterprises in an experimental survey
study that compared reactions to firms offering smartphones made from recyclable
materials where both the social and the traditional enterprises exhibited the same
sustainability performance. Because of the experimental design, the differences we
observed in reactions to the two enterprises can be causally ascribed to the enterprise
form. The present study demonstrates that social enterprises enjoy enhanced perceptions
of social responsibility and perceived credibility relative to traditional enterprises. Thus,
social enterprises have a competitive advantage over traditional enterprises, at least in
terms of stakeholder perceptions.
Research on status and stereotypes demonstrates that the way people perceive an
actor affects their expectations regarding that actor’s future behaviour (e.g., Driskell and
Mullen, 1990; Giordano, 1983; Jackson et al., 1993; Tiedens et al., 2000). Thus, the more
that perceivers attribute positive social responsibility to a firm, the more they expect
socially desirable behaviour on the part of that firm. Indeed, the results of this study
support this prediction, in that expectations of sustainability performance were higher for
the firm described as being a social enterprise.
The predicted interaction between enterprise form and irresponsible organisational
behaviour was not supported in the present study, however. We reasoned that
irresponsible behaviour would be considered a particularly strong violation of
expectations for social enterprises, leading to stronger negative reactions than when firms
are characterised as pursuing a profit motive. Research holds that the higher existing
expectations are, the stronger are the reactions to negative violations of those
expectations (Lin-Hi and Blumberg, 2018; Rhee and Haunschild, 2006). However, the
results of the present study show that the perceptions of both forms of enterprises are
damaged substantially, and to about the same degree, in the event of irresponsible
behaviour. Evidently, the prevention of irresponsible behaviour is not only of relevance
to traditional enterprises (Margolis et al., 2009; Wood, 2010), but also to social
enterprises. Yet, research on irresponsible behaviour among social enterprises is rare,
with the present study suggesting a need for further research.
In addition to investigating stakeholders’ perceptions of social and traditional
enterprises, the present study examined consumer intentions in terms of willingness to
buy and willingness to pay for sustainable products offered by social vs. traditional
enterprises. Although research shows that consumers express favourable purchase
intentions for sustainable development (e.g., Auger et al., 2008; Rokka and Uusitalo,
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2008; Weber et al., 2015), we did not find significant differences between the two kinds
of enterprises in terms of respondents’ purchase preferences and spending intentions.
Contrary to our expectations, consumers’ willingness to pay was somewhat higher in the
traditional enterprises condition (without irresponsible behaviour), although this
difference was not significant. Thus, our study indicates that consumers do not prefer
social over traditional enterprises in terms of their purchase intentions in cases where
both forms of enterprises have the same sustainability performance. This result might be
explained by the differences in perceptions of organisations triggered by enterprise form
in terms of warmth (e.g., kindness, generosity, helpfulness) vs. competence (e.g.,
intelligent, effective, efficient) (Fiske et al., 2007; Judd et al., 2005). Non-profit
organisations are often assumed to be higher in warmth than for-profit organisations,
whereas for-profit organisations are seen as more competent (Aaker et al., 2010).
Perceived competence, in turn, has been shown to be more important for consumers’
purchase intentions than perceived warmth (Aaker et al., 2010; Han et al., 2015), in
particular for high involvement products such as smartphones (Zawisza and Pittard,
2015). Thus, although consumers might support social enterprises’ mission, their
purchasing intentions might substantially be determined by perceptions of competence.
Altogether, research is sorely needed that investigates how consumers form
perceptions and purchasing intentions regarding firms that differ in terms of their social
vs. traditional entrepreneurial focus. In particular, future research could investigate the
existence of competing mediation paths in terms of perceived competence/warmth and
perceived consumer effectiveness. For instance, perhaps consumers must reach a
threshold of subjective value, where the perceived loss associated with purchasing from a
firm that is considered less competent is compensated by a perceived personal effect on
the social welfare.

7.2 Managerial implications
Research emphasises that traditional enterprises have several advantages over social
enterprises, for example, in terms of financial and human resources (Austin et al., 2006)
and marketing skills (Newbert, 2012). In contrast, social entrepreneurs frequently lack the
associated business competencies that traditional firms typically possess, and have less
access to resources (Austin et al., 2006; Doherty et al., 2014; Glänzel and Scheuerle,
2016). In addition, scholars have pointed out that social enterprises have to constantly
balance trade-offs between economic and social objectives to fulfil their social mission
which, in turn, increases managerial complexity (Battilana et al., 2012; Doherty et al.,
2014). In sum, the literature suggests that social enterprises are, ceteris paribus, less
prepared than traditional enterprises to be successful in competitive markets.
Ultimately, via their purchasing behaviour, consumers determine the success or
failure of firms. The findings of the present study indicate that while consumers perceive
social enterprises in a positive light, these perceptions are not especially likely to alter
their purchase intentions in favour of social enterprises. The results suggest that
enterprise form does not necessarily affect consumer intentions and consumers seem not
to care whether they buy a sustainable product from a social or a traditional enterprise.
This consumer indifference puts social enterprises’ long-term success at risk by making
them less capable of compensating for the aforementioned competitive disadvantages
vis-à-vis traditional enterprises. From a pessimistic point of view, it might be the case
that social enterprises will not be able to compete successfully with traditional enterprises
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in the market for sustainable products in the long run. Thus, the question arises: How
should social enterprises react to their traditional rivals’ increasing sustainability efforts?
Social enterprises pursue the mission to improve social welfare. To this end, they
create new markets and innovative products with the aim of contributing to sustainable
development. At the same time, social enterprises stimulate efforts on the part of
traditional enterprises to devote more attention to sustainability (Hockerts and
Wüstehagen, 2010; Seelos and Mair, 2005). Traditional enterprises have already started
to imitate the business models of social enterprises and adapt their innovative ideas
(Halberstadt and Kraus, 2016). Put differently, successful social enterprises serve as blue
prints for sustainable business models and pave the way for the integration of
sustainability issues in the traditional business world. The fact that traditional enterprises
are increasingly improving their sustainability performance leads to the side effect of
intensifying competition between social and traditional enterprises. Thus, the more those
social enterprises are successful, the more traditional enterprises adapt their ideas, which
in consequence, makes it harder for the social enterprises to remain competitive over the
long run. Thus, social enterprises are change agents for sustainable development with a
use-by date.
The results of the present study suggest that social enterprises might want to consider
carefully whether they should devote their limited resources to competing with traditional
enterprises within the same market. Instead, they might consider using their resources to
develop new business models for sustainable development. Here, they can build on their
advantage of not being restricted by traditional considerations of the business world that
have been, time and again, identified as barriers to sustainable development (Ahmad
et al., 2012; Bakan, 2004). Indeed, the development of new entrepreneurial approaches to
promote sustainable development is regarded as an important task of social
entrepreneurship (Schaltegger and Wagner, 2011; Seelos and Mair, 2005). This point
receives support from the present study’s finding that social enterprises are faced with
higher stakeholder expectations in terms of sustainable behaviour than their traditional
counterparts. Because meeting stakeholder expectations is a precondition for the survival
of firms (Oliver, 1991; Pfeffer and Salancik, 1978), social enterprises may have to
constantly innovate in their sustainability performance to remain competitive with
traditional firms. This would allow them to realise their mission more effectively than by
attempting to compete directly with the products offered by traditional enterprises.

8

Limitations and directions for future research

As with all empirical investigations, the present study has a few limitations that should be
noted. First, our use of fictional companies described by written information may limit
generalisability to some degree. However, the description of the different enterprises
(social vs. traditional) was based on realistic information about sustainable smartphone
companies and was in accordance with realistic product descriptions. In addition, the use
of a vignette study design generally has the advantage of increasing both internal and
external validity (Aguinis and Bradley, 2014).
Second, consumers’ willingness to buy and willingness to pay may be affected by
different variables not assessed in the present study. For example, studies show that
factors such as knowledge about sustainability (e.g., Polonsky et al., 2012) and
sustainability-related self-concepts (e.g., Oliver and Lee, 2010) influence sustainable

74

N. Lin-Hi et al.

consumption. Thus, future studies should investigate factors at the individual level of
analysis that may affect consumers’ attitudes toward different types of enterprises.
Third, our findings may be unique to the type of product we depicted in our written
descriptions of the firms. We used smartphones because they are an everyday item with
which most of our respondents had some experience and knowledge. In addition,
smartphones are among the products that are repurchased regularly so that study
participants could put themselves into a buying decision situation relatively easily.
However, smartphones are high involvement products. Research shows, purchasing a
high involvement product is associated with a higher financial risk than purchasing a low
involvement product (Young et al., 2010). In addition, high involvement products differ
from low involvement products in their information demand, the duration of decision
making, and the development of decision criteria (Sammer and Wuestenhagen, 2006).
Because consumers’ product involvement acts as a moderator of the relationship between
attitudes and buying intentions (e.g., Steenkamp et al., 2010), we expect stronger
consumer reactions for high involvement products. Accordingly, future research is
needed that compares purchasing intentions for other types of products, especially those
with lower involvement, cost, and consumer experience. Future research might also
investigate high involvement products that have historically been associated with poor
sustainability, like automobiles.
Moreover, the present study relied on a convenience sample using a snowball
sampling technique. In particular, the present sample, to a large extent, consists of young
persons (mean age of 25.29 years), and thus, it would be worthwhile to replicate the
findings with a more diverse sample in terms of age. Furthermore, to avoid priming the
participants, the present study did not include a manipulation check for the manipulated
factors, namely, it did not assess whether participants perceived the companies as
representing a social or as traditional enterprise. Thus, it cannot be ruled out that the
differences found between the groups were due to other information or cues provided in
the scenarios. However, the experimental character of the study allows the conclusion
that the differences between the groups are attributable to the variation of the scenarios.
Nevertheless, future research should include a manipulation check to validate the
findings.

9

Conclusions

Overall, the present study is unique in investigating consumer perceptions and purchasing
intentions for social vs. traditional enterprises. Although previous research has indicated
that social and traditional enterprises pursue different strategies and compete in different
ways, little empirical evidence has been reported that consumers notice these differences
and that these differences matter for firm perceptions and purchase intentions. Our
findings indicate that social enterprises enjoy better social perceptions than do traditional
enterprises, in terms of better perceived social responsibility and credibility. However,
these differing perceptions do not appear to translate into sales, as purchasing intentions
do not appear to differ between social and traditional enterprises. This creates new risk
for social enterprises, given that more and more traditional firms are focusing on
sustainability development as part of their business. On a certain level, our findings
suggest that an important value served by social entrepreneurship lies in its tendency to
motivate traditional firms to focus more on activities that benefit society. This is a
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powerful way social enterprises accomplish their social mission and drive sustainable
development.
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Appendix
Description of scenarios (translated to English)
Scenario 1
The international electronic company LiETEQ has been active in the smartphone market
for almost five years and is regarded as highly innovative in the industry. The company
develops and sells smartphones in all price categories and its products regularly perform
well in test reports. Customers are typically satisfied with smartphones from LiETEQ, but
they sometimes complain that the internal memory is too small.
With respect to the development of its smartphones, LiETEQ states that it is
consistently applying the principle of circular economy and is designing its smartphones
in a way that at the end of their life cycles, they can be recycled to at least 90%. During
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the recycling process, the smartphones are dismantled into their individual components,
so that valuable raw materials can be re-used over and over again.
•

About the company: LiETEQ views itself as a technology company which delights
its customers. As with all companies, LiETEQ’s business is geared towards
generating profits and increasing profitability. The company is strongly committed to
its shareholders and regularly distributes the majority of its profits to them.

Scenario 2
The international electronic company LiETEQ has been active in the smartphone market
for almost five years and is regarded as highly innovative in the industry. The company
develops and sells smartphones in all price categories and its products regularly perform
well in test reports. Customers are typically satisfied with smartphones from LiETEQ, but
they sometimes complain that the internal memory is too small.
With respect to the development of its smartphones, LiETEQ states that it is
consistently applying the principle of circular economy and is designing its smartphones
in a way that at the end of their life cycles, they can be recycled to at least 90%. During
the recycling process, the smartphones are dismantled into their individual components,
so that valuable raw materials can be re-used over and over again.
•

About the company: LiETEQ views itself as a technology company which delights
its customers. As with all companies, LiETEQ’s business is geared towards
generating profits and increasing profitability. The company is strongly committed to
its shareholders and regularly distributes the majority of its profits to them.
Last week, a TV report covered the production of LiETEQ smartphones. The report
reveals that for the same work, LiETEQ’s female manufacturing employees receive
much lower payments than its male employees. Furthermore, several employees of
LiETEQ independently reported that they are regularly forced to work unpaid
overtime. Until today, LiETEQ has refused any comment on the TV report.

Scenario 3
The international social enterprise LiETEQ has been active in the smartphone market for
almost five years and is regarded as highly innovative in the industry. The company
develops and sells smartphones in all price categories and its products regularly perform
well in test reports. Customers are typically satisfied with smartphones from LiETEQ, but
they sometimes complain that the internal memory is too small.
With respect to the development of its smartphones, LiETEQ states that it is
consistently applying the principle of circular economy and is designing its smartphones
in a way that that at the end of their life cycles, they can be recycled to least 90%. During
the recycling process, the smartphones are dismantled into their individual components,
so that valuable raw materials can be re-used over and over again.
•

About the company: LiETEQ views itself as a technology company which delights
its customers. As with all social enterprises, LiETEQ’s business is geared towards
solving societal problems and the promotion of sustainable development. The
company is strongly committed to society and regularly reinvests the majority of its
profits in the realisation of societal goals.
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Scenario 4
The international social enterprise LiETEQ has been active in the smartphone market for
almost five years and is regarded as highly innovative in the industry. The company
develops and sells smartphones in all price categories and its products regularly perform
well in test reports. Customers are typically satisfied with smartphones from LiETEQ, but
they sometimes complain that the internal memory is too small.
With respect to the development of its smartphones, LiETEQ states that it is to
consistently applying the principle of circular economy and is designing its smartphones
in a way that that at the end of their life cycles, they can be recycled to least 90%. During
the recycling process, the smartphones are dismantled into their individual components,
so that valuable raw materials can be re-used over and over again.
•

About the company: LiETEQ views itself as a technology company which delights
its customers. As with all social enterprises, LiETEQ’s business is geared towards
solving societal problems and the promotion of sustainable development. The
company is strongly committed to society and regularly reinvests the majority of its
profits in the realisation of societal goals.
Last week, a TV report the production of LiETEQ smartphones. The report reveals
that for the same work, LiETEQ’s female manufacturing employees receive much
lower payments than its male employees. Furthermore, several employees of
LiETEQ independently reported that they are regularly forced to work unpaid
overtime. Until today, LiETEQ has refused any comment on the TV report.

