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1. Introduction

The social aspect is often regarded as the responsibility of the government sector and non-government
organizations, while it requires all parties to achieve the social problem (Ishak & Omar, 2015). Alt-
hough the social sectors such as Tandemic and Social Enterprise Alliance have actively generated
awareness and supported the society in Malaysia, these initiatives alone do not to seem sufficient to
fully realize the potential of this sector (Nicholls, 2010; Mulgan, 2015; Malaysian Social Enterprise
Blueprint, 2015). The sector requires all parties’ involvement including community, government, pri-
vate and public sectors for the social enterprise growth and development (Austin et al., 2006; Zahra et
al.,, 2009; Defourny & Nyssens, 2010; Bjerke, 2013). Upon recognizing the potential of social
enterprises, the Malaysian government gives a mandate to Malaysian Global Innovation and Creativity
Centre (MaGIC) of Social Entrepreneurship to develop the social enterprise sector in Malaysia. To
effectively support this effort, the government allocates RM20 Million to set up a social entrepreneur-
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ship unit to catalyze impact-driven enterprises, which is known as Malaysian Social Enterprise Blue-
print. This effort is due to the government vision to achieve 2020 target and to become a high-income
nation as a regional leader for a people-centric economy that is sustainable and equitable (Economic
Planning Unit, 2016). This approach means that more focus and resources are being allocated to deliver
public services that are coherent with the public’s increasing demand for access to quality of service.
A people-centric approach also allows for innovation within the service to remain relevant and useful
(Social Enterprise National Survey, 2015). Thus, social entrepreneurship is a way to solve the social
problem with the innovative business model (Agrawal et al., 2013; Ishak et al., 2015).

In Malaysia, social enterprises are divided into two characteristics provided by MaGic (2015) with
social mission and business model supported by characteristics which are inclusive, transparent, and
accountable to shareholders and beneficiaries. For the first characteristics, through the social mission,
social enterprises solve a legitimate issue typically neglected by the public and private sectors, with the
specific target group of beneficiaries, typically those who are not deserved by the market. While, busi-
ness model allows social enterprises to generate income and profit by selling products or services de-
manded by the market, such as, training, employing or consulting underserved people to create some-
thing that is useful in the market. The second characteristics provide fair compensation and returns,
responsible and transparent, inclusive equity and just governance, where all artisans are paid a monthly
salary associated with EPF and SOCSO contribution. The development of the social enterprise sector
in Malaysia is challenging. In comparison with the other countries, this sector has successfully imple-
mented a national blueprint, master plan or strategy such as, Thailand, Vietnam, China, United State,
Canada, South Korea and the United Kingdom to champion the growth of social enterprises
(Euncheong, 2014; Mirella, 2011). Even though there is an increasing number of supporting interme-
diary organizations for social enterprises in Malaysia from 2015 to 2018, the number is still low com-
pared with the other countries, which have the legal recognition of constitution of social enterprise
(MaGIC, 2015).

Social enterprises provide some perfect opportunities to invest strategically and to ensure the develop-
ment of a sector that will transform the nation’s economy to the one that is more equitable and sustain-
able (Kelsey, 2016). Furthermore, few studies conducted on international social enterprise have taken
mostly a local, regional or national point of view and not global perspective (Marshall, 2011). For
example, Tukamushaba et al. (2011) focused on social entreprencurship in Ugandan context, We-
erawarden and Mort (2006) in Australia perspectives, Eunchong (2014) in Korea context, while Madill
et al. (2010) focused on Canadian social enterprises. This study, therefore, intends to investigate the
relationship between social enterprise capabilities to scale social innovation among social enterprises
in the Malaysian context.

2. Literature Review

This study focuses on nine key capabilities of social enterprise capabilities, as suggested by Bloom et
al. (2010) and Burke-Litwin (1992), while social innovation constructs are provided by Scott and Bruce
(1994). The nine keys for capabilities are Staffing, Communicating, Alliance-Building, Lobbying,
Earning Generation, Replicating, Stimulating Market Forces, Systems and Structure.

Staffing is associated with the effectiveness of the organization at filling labor requirements and man-
agerial posts, with the person who fulfills the needed positions, no matter they are paid or volunteers
(Bloom et al., 2010). According to Becker (1964), the social enterprises would have little difficulty to
meet up the positions with the competent person, which means that those social enterprises must have
the capabilities to acquire, develop and maintain the necessary human capital. The majority of social
enterprises are small and face constrained for their resources, especially to pay the market rate to em-
ployees (Bridgstock et al., 2010). Thus, staffing issue brings challenges to the social enterprise's man-
agement in effectively recruiting and developing human capital through a combination of an employee
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and volunteer labor (Battilana et al., 2010). The researcher such as Battilana et al. (2010) and Haugh
(2007) found that the social components of the dual mission act as the instrumental in enabling social
enterprise leaders to recruit and mobilize employees’ efforts. The combination of enterprise and social
innovation are repeatedly cited as a motivating force that provides employees with the intrinsic rewards
the job satisfaction, as well as contributing to social community impact (Bacchiega et al., 2001). The
social enterprises should be able to better position to a successful scale for its social innovation. This
study, therefore, formulates the following hypothesis:

H;. Staffing has a positive relationship with the scaling of social innovation.

Communicating is the term is referred for the effectiveness of an organization to persuade key stake-
holders to make suitable changes (Bloom et al., 2010). The change strategy helps the social enterprises
create favorable attitudes or behaviors towards the organization’s programs among the social enter-
prise’s stakeholders including beneficiaries, volunteers/employees, partners, consumers, or donors
(Bloom et al., 2009). The social enterprise also used the assertive or proactive marketing strategy of
supplication through communicating the dependence of those social enterprises and their beneficiaries
(Mohammed et al., 1999). As mentioned by Smith et al. (2010) the social enterprise's leader communi-
cate with the key stakeholders and help them understand about their social missions that create
sustainability for a long time. Thus, social innovations have come into social development plans in
social enterprises for sustainability. It is difficult for the social enterprises to survive for the long term
with other organizations without innovations (Konda et al., 2014). In addition, the effectiveness of the
social enterprise's capabilities of communication allows them for growth and scaling social innovation
(Bloom et al., 2009). Based on the discussion above, the following hypothesis is posited:

H>. Communication has a positive relationship with the scaling social innovation.

Alliance building is associated with the social enterprises, which forged partnerships, coalitions, joint
ventures, and other linkages to bring about desired social changes. The social enterprises do things by
seeking the benefits of unified efforts (Bloom et al., 2010). The successful social entrepreneurs will
offer everyone’s contribution for the scaling efforts of social innovation (Kelsey, 2016). To build the
alliances we need social entrepreneur to search for the teams with common goals (Bloom et al., 2009).
Some social entrepreneurs may find the alliances to be quite difficult with some organizations having
conflicting objectives (Dees, 2010; Sharma, 2017). Thus, forming a good relationship with a great part-
ner, which have many specialties and skills like what the organizations need can increase the effective-
ness of the social enterprise's capabilities, as well as the scale for social innovation (Bloom et al., 2010).
Based on the above discussion, the study proposes the following,

Hs. Alliance building has a positive relationship with the scaling social innovation.

Lobbying is referred to the effectiveness of an organization to advocate for the government actions
that may work in its favor, for example, getting to the courts, administrative agencies, legislators, and
government leaders (Bloom et al., 2010). Lobbying can also attract funding and can help social enter-
prises build relationships with like-minded groups and legislators (Bacq et al., 2011). According to
Crouch (2006), the political influence with social enterprises and environmental responsibility is highly
complex. It is due to drawing of a clear distinction between the profit-making activities and external
governmental regulations. In this case, the social enterprise's capability of lobbying is focused on the
development of the political capital associated with resources and powers by linking social society to
the political system (Sorenson, 2003). Thus, lobbying can be used to increase scale social impact, as a
result of the skill social enterprises leader at the development of political capital (Bloom et al., 2010).
This study, therefore, formulates the following hypothesis:

Hy. Lobbying has a positive relationship with the scaling social innovation.
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Earning generation is referred to social enterprise effectiveness in generating a stream of revenue that
exceeds its expenses, such as paying bills (electric/water) and funding its activities (Bloom et al., 2010).
According to the Social Enterprise National Survey (2015) most of the social enterprise's revenue is
generated from their sales, which demonstrate that those organizations have a demand and market for
delivery of products and services. Moreover, Borzaga (2015) noted that some of the social enterprises
depend on personal donations, grants, and fundraising to ensure their sustainability. In addition, Bloom
et al. (2010) agreed that earning generations come from the earned income efforts through selling or
promoting on a website, donations, grants and sponsorships. These efforts will have their social impacts
towards social innovation to increase the effectiveness of social enterprise capabilities. Hence, social
enterprises pursue projects under the constraint of efficiency for seeking profit for distribution to target
groups, paying bills, and investment towards the growth of the organizations (Becchetti et al., 2011).
This study, therefore, postulates that:

Hs. Earning generation has a positive relationship with the scaling social innovation.

Replicating refers to how effectively the social enterprise can reproduce the programs, activities, and
initiatives for making some changes (Bloom et al., 2010). According to Bloom et al. (2010), the ser-
vices, programs and all the related efforts of the social enterprise could be copied, reused or extended
without losing quality, training, contracting, and other tools to ensure quality control. Ahlert et al.
(2008) noted that the lack of the control mechanism for the original social enterprise lead to some
disadvantages for the organization when it leads to quality loss. Thus, open source approaches are more
appropriate for social enterprises because they have the primary goal of increasing their social innova-
tion and thus focus mainly on value creation for society (Santos, 2009). According to Dees et al. (2004)
the social enterprise makes the social innovation available by providing information, technical assistant
and training offered to others who are interested in replicating the approach (programs). Thus, growth
and successful scaling require replicating, and formalization to be reviewed continuously and adapted
to the change of the social enterprise conditions (Morris et al., 2011). In line with earlier studies, this
study hypothesizes the following:

Hs. Replicating has a positive relationship with the scaling social innovation.

Stimulating market forces is the effectiveness of social enterprise in creating the incentives that en-
courage people or organizations to pursue private interests while serving the public good (Bloom et al.,
2009). To effectively stimulate the market, the social enterprise creates a market for offering products
and services, for example, microfinance, less price for health remedies or farming equipment, and food
discount. Social enterprise might combine unearned income and commercial revenue or rely on trading
income to meet social objectives. For examples, social enterprises offer a fair price for the supply pro-
duction and implement sustainable farming practices (Davies et al., 2010). Thus, stimulating market
forces lead to significant social innovation to change or help social problem among society. For in-
stances, providing a micro-loan to borrowers (poor people) and small businesses, create a job for the
unemployed, and distribute food for the needed (Dees et al., 2004). This effort will reflects the eco-
nomic incentives that motivate people’s behavior (Bloom et al., 2010). Based on the discussion above,
the following hypothesis is posited:

H7. Stimulating market forces have a positive relationship to the scaling social innovation

Structure does not refer to a hierarchical structure only, but to the functional structure that focused on
responsibility, authority, communication, and decision-making to ensure that the social mission and
strategy is well implemented (Burke et al., 1992). Thus, the structure is to find out how the social
enterprise's leader carries out the organization’s strategies for growth and influence performance (Ven-
katraman, 1985; Pruett, 2013). Specific structural components interact organizational strategies and
impact social innovation or performance of social enterprise both new and established organizations
(Sack, 2002). According to Mintzberg (1973) structure is viewed as interaction and transmission vari-
ables that help to realize organizational goals. The structure can impact the ability of organizations to
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diffuse social innovations, which often affect organizations success (Kaplan et al., 2005). Also, the
structure for the goal should be aligned to reduce conflicts, in order to find individuals with an appro-
priate mindset of social enterprises that focused on the social innovation as value creation, as well as
financial sustainability (Heinecke et al., 2012; Stumbitz, 2013). Therefore, the following hypothesis is
proposed:

Hs. Structure has a positive relationship with the scaling social innovation.

Systems are referred to the standardized types of policies and procedures that develop reward and con-
trol, information, performance appraisal, goals and budget as provided by Burke et al., (1992). The
review of scaling for the system has been suggested in the previous literature by numerous researchers
such as Bradach (2003), Alvord et al., (2004), France et al., (2006); Sezgi et al., (2010) as an important
internal organizational factor for social innovation. This scenario is due to the systems function to fa-
cilitate the coordination of internal resources needed for scaling (Sezgi et al., 2010). Weber et al. (2012)
further expanded on the idea by including the crucial of the systems happened around goal setting,
monitoring, evaluating, reporting and budgeting in the social organizations to achieve social innovation
as their mission. Therefore, the social enterprise requires to blend the value of the system to seek the
social innovation that involves economic and social mission, growth, and sustainability to avoid any
constrained (Hashmi, 2010). Therefore, this study suggested the following hypothesis:

Hy. System has a positive relationship with the scaling social innovation.

‘ Staffing J‘
|

‘ Communicating |

‘ Alliance Building J

Social Innovation

Lobbying

Earning Generation

Replicating

Stimulating Market

System

Structure

Fig. 1. Theoretical Framework
3. Research Methodology

In this study, a cross-sectional design was used to explain the factors of social enterprise capabilities to
scale social innovation, which contributes to the social sector. The data were collected from social
enterprises leader or partner in Malaysia by using purposive sampling technique. A total of 136 social
enterprise leaders from the sampling frame who operate social enterprises (based on study criteria) in
Malaysia were requested to fill up the questionnaire given. All the respondents involved in different
types of social organization with different social innovation programs. The questionnaire was designed
using simple, clear, and unbiased wordings to ensure the respondents comprehend the questions and to
provide answers undoubtedly. The questionnaire was divided into several sections that required the
respondents to indicate on a 5-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree)
to which they agreed with the statement described their social enterprises. This study used the variance-
based structural equation modeling, which is the partial least squares (PLS). This method was chosen
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because it allows for the estimation of measurements and path coefficients, simultaneously. Also, the
result of the analysis was suitable to use PLS as suggested by Hair et al., (2013).

4. Findings
4.1. Construct Validity and Reliability Analysis

In assessing the measurement model, the validity and reliability test were used to examine the quality
of the measurement model. In this study, the analysis of reliability is conducted by Cronbach Alpha,
Joreskog Rho and Dijktsra-Henseler. This study uses all the reliabilities test to produce a robust result.
Meanwhile, the validity can be divided into two parts that are convergent and discriminant validity (Al-
Mhasnah et al. 2018). The convergent validity can be represented by the assessment of Average Vari-
ance Extracted (AVE) and discriminant validity can be assessed by the two approaches: Fornell and
Larcker and Heterotrait-Monotrait Ratio (HTMT) approach (Afthanorhan et al., 2018). Among of these
approaches, the HTMT is recommended across fields since it already justified by the prominent re-
searchers about its powerful.

4.1.1 Reliability

It is observed that all the variables for staffing, communicating, alliance building, lobbying, earning
generation, replicating, stimulating, structure, systems and social innovation are reliable since
Cronbach's alpha(a) for all of them are more than 0.7. Also, to make sure that all constructs are reliable
for this study, this study used the analysis Dijkstra-Henseler rho and Joreskog rho. Joreskog rho actually
can be known as composite reliability which is popular in structural equation modeling technique. The
results produced from the threshold methods are achieved at least 0.70. Table 1 show the reliability
results for all items are reliable since they achieved the minimum level of Dijkstra-Henseler rho,
Joreskog rho and Cronbach Alpha.

Table 1

Construct Reliability
Construct Dijkstra-Henseler's rho (pa) Joreskog's rho (p.) Cronbach's alpha(a)
Staffing 0.8897 0.9149 0.8883
Communicating 0.8856 0.9118 0.8794
Alliance Building 0.8824 0.9137 0.8819
Lobbying 0.8822 0.9118 0.8793
Earning Generations 0.8817 0.9110 0.8780
Replicating 0.8783 0.9041 0.8730
Stimulating Market 0.8514 0.8933 0.8506
Structure 0.8446 0.8934 0.8413
Systems 0.8631 0.8947 0.8589
Social Innovation 0.9527 0.9569 0.9512

4.1.2. Convergent Validity

The convergent validity can be assessed using Average Variance Extracted (AVE). The minimum cut-
off for AVE is 0.50 as stated by Awang (2015), Hair at al. (2017), and Afthanorhan et al. (2019) which
indicates sufficient convergent validity. Table 2 shows the AVE result is more than 0.5.

Table 2

Average Variance Extracted (AVE)
Construct Average variance extracted (AVE) Construct Average variance extracted
Staffing 0.6422 Replicating 0.6114
Communicating 0.6741 Stimulating Market 0.6261
Alliance Building 0.6792 Structure 0.6770
Lobbying 0.6740 Systems 0.5866

Earning Generations 0.6720 Social Innovation 0.6311
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4.1.3. Discriminant Validity

The Heterotrait-Monotrait ratio (HTMT) is an estimation of the correlation among the constructs. Ac-
cording to Henseler et al. (2016) and Henseler et al. (2015), the Heterotrait Monotrait method is satis-
fied when the value of construct correlations is below than 0.90. Therefore, this study concluded that
there was no evidence of a lack of discriminant validity and all the constructs meet the criteria. Table
3 shows the result for the discriminant validity.

Table 3

Discriminant Validity (HTMT)

Construct St Co Al-B Lo Ea-G Re Sti Str Sys
Staffing

Communicating 0.6257

Alliance building 0.5729 0.571

Lobbying 0.6104 0.6265 0.6345

Earning generations 0.701  0.5733 0.6101 0.7089

Replicating 0.6554 0.6354 0.6035 0.6266 0.6187

Stimulating Market forces 0.6735 0.6264 0.6638 0.6925 0.6778 0.7156

Structure 0.5631 0.5305 0.5131 0.5071 0.6167 0.6093 0.6289

Systems 0.631  0.5952 0.6733 0.6107 0.6667 0.559 0.5559 0.4899
Social innovation 0.5543 0.5162 0.5808 0.5936 0.6289 0.641  0.7043 0.5242  0.5302

Notes: St: Staffing; Co: Communicating; Al-B: Alliance building; Lo: Lobbying; Ea-G: Earning generations; Re: Replicating; Sti: Stimulating market
forces; Str: Structure; Sys: System; SI: Social Innovation

4.2. Path Coefficient

According to Hair et al. (2014), the signs of the path coefficients must follow the theoretical foundation
of direction of the path, whereas bootstrapping procedure was performed to measure the significance
of the path coefficients by evaluating the observed t-value and also 95% bootstrap confidence interval
(Ringle et al., 2013; Hair et al., 2017).

Table 4
Path Coefficient
Effect Beta Mean SE t-value p-value

Staffing — SI 0.0003 0.0037 0.0748 0.0039 0.9969
Communicating — SI 0.0026 0.0056 0.0886 0.0288 0.9770
Alliance Building — SI 0.0951 0.0916 0.0910 1.0455 0.2958
Lobbying — SI 0.0774 0.0788 0.0949 0.8150 0.4151
Earning Generations — SI 0.1590 0.1574 0.0822 1.9639 0.0432
Replicating Scale — SI 0.1881 0.1834 0.0899 2.0925 0.0364
Stimulating Market — SI 0.2589 0.2559 0.0920 2.8150 0.0049
Structure — SI 0.0450 0.0460 0.0676 0.6655 0.5058
Systems — SI 0.0486 0.0523 0.0860 0.5648 0.5722

Table 4 shows the results of the path coefficients that indicated that Earning Generation — Social
Innovation (SI), Replicating — Social Innovation (SI), and Stimulating — Social Innovation (SI) were
significant for at p-value of 0.000 since the observed t-value for each path coefficient was significance
with critical value of t-statistics (i.e. Observed t-value > 1.96), whereas other paths were found to be in
significant since the observed t-values were less than critical value of t-statistics (Critical value = 1.96).
Therefore, Earning Generation — Social Innovation (5 = 0.1590, 7 = 1.9639, p < 0.05); Replicating
— Social Innovation (8= 0.1881, ¢ = 2.0925, p < 0.05); and Stimulating — Social Innovation (3 =
0.2589, t=2.8150, p < 0.05), indicate positive significant effect for direct effect.

5. Discussion and Conclusion

According to the objectives, the findings of the study implied that social enterprise capabilities had a
positive relationship with scaling social innovation, which are earning generation, replicating, and stim-
ulating. The p-value for the path coefficient indicated that social enterprise capabilities had a significant
effect on social innovation among social enterprises in Malaysia. Findings of this study also revealed
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that earning generation, replicating, and stimulating had a positive relationship with scaling social in-
novation, which would improve the performance of the social enterprises in Malaysia. Therefore, the
contribution of this study allows the related parties to improve the understanding of the social enterprise
capabilities on social innovation. Thus, the social enterprise leaders should improve their capabilities
to successfully implement their social innovation. This is due to the importance of the social enterprise's
capabilities as it combined different forms of capital to develop, maintain, and create in scaling social
innovation. These different forms of capital represent the potential structures and constraints available
to the social enterprise. For examples, social enterprises capabilities such as replicating combine with
alliance building will give an idea and more impact on social innovation (Gillis, 2011). Each of the
capabilities plays a vital and unique role in social organizations towards growth and sustainability.
These capabilities will work together to increase the success of social innovation based on path coeffi-
cient results that show Earning Generation — Social Innovation (8= 0.1590, = 1.9639, p < 0.05);
Replicating — Social Innovation (8= 0.1881, ¢ = 2.0925, p < 0.05); and Stimulating — Social
Innovation (B = 0.2589, r=2.8150, p < 0.05), which indicate positive significant effect for direct effect.
Even though social enterprises is still in infancy stage, the findings of this survey will help to address
the problem in innovation way and help social entrepreneurs understand the determinants of scaling
social impact towards organizations growth (strengths and weaknesses). Also, social innovation is a
way to solve social problems more effectively by combining the resources and capabilities that lead to
the change of productivity.

6. Suggestion for Future Research

This study was exploratory and subject to several limitations that influence the findings. First, the data
collection was limited to only the selected social entrepreneurs. Therefore, the future study could gen-
eralize the results to different context, culture, and industries. Also, the factors such as time and re-
source constraints caused the small sample size of the study, which was only 136 respondents in Ma-
laysia from the different districts. In other words, the respondents did not cover all districts in Malaysia.
Furthermore, this study applied a cross-sectional design and required a longitudinal study to be vali-
dated in the future study of social enterprises. Finally, there is a need for further research in comparing
these findings with other states or countries, such as cross-cultural research to get a more robust result.
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