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MODELING THE IMPACT OF SOCIAL
ENTREPRENEURSHIP ON THE QUALITY OF LIFE
OF POPULATION
The paper reflects on the relationship of social entrepreneurship and quality of life at the
international level for 2009 and 2015. For modeling the impact of the SEA rate on the indicator
of the quality of life of the population in 2009 and 2015, the analysis was carried out using
simple linear regression models.
Based on statistical data on SEA rate and quality of life in the countries of the world for 2009 and
2015, three simple linear regression models were built for each year separately, describing
the dependence between indicators of the quality of life and SEA rate. For the purposes of our
analysis, we chose the Social progress index and the Legatum prosperity index as indicators of
quality of life. These models can also be used for economic analysis, since according to
econometric tests with a 95% confidence the models are adequate, all coefficients are
significant, the models lacks of autocorrelation and White’s heteroscedasticity.
The three models led to similar conclusions. SEA rate positively impacts on the quality of life
of the population, with each additional percentage of SEA leading to improving the quality of life
of the population by an average of 0.18 score.
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Problem statement. The topic of social entrepreneurship is gaining importance from a research point
of view over the last two decades of the twentieth and early twenty-first century. At this historical moment,
the preconditions – global, social, organizational and personal – are formed, which led to the emergence
of social entrepreneurship as modern management practice and cause the need for its deep theoretical study
and modern practical application.
Analysis of the socio-economic efficiency of social enterprises, as well as measuring their social
impact on the quality of life of the population through a special toolkit is one of the most relevant problems
both in theory and in practice.
Analysis of recent research and publications. During the last two decades the research of social
entrepreneurship (SE) has been devoted primarily to the formation of theoretical positions. Practical
approbation of the idea of social entrepreneurship is presented in the research of Ukrainian scientists –
O. A. Grishnova & G. U. Mishchuk1. An empirical analysis of the relationship of SE with other factors at
the international level using regression analysis are provided by the foreign scientists such as F. Sarracino
& A. Gosset, S. Šajeva & E. Rybakovas, B. Hoogendoorn & C. Hartog. The existing absence of studies on
impact assessment of SE on the quality of life at the international level using regression analysis is formed
the relevance of this research.
The aim of the article is an impact assessment of social entrepreneurship on the quality of life of the
population at the international level.
Key study findings. Social enterprises and SE are facing a number of challenges related to their
better visibility, creating a more favorable legal and institutional environment for their operation, as well as
providing better financial opportunities for their development. It is important to note that the possibilities
for development of the social economy sector in the world are connected mostly with the introduction of
a definition of social enterprise and clear legal regulation of the procedure for acquiring the status and
functioning of social enterprises.
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SE has been identified at European Union (EU) as a key instrument for regional cohesion and
overcoming the problems of poverty and social exclusion. The activity of social enterprises can be defined
as particularly important in helping the government policy on social inclusion of vulnerable groups of
population. As part of its policy for promoting the social economy and social innovation, SE contributes to
achieving the strategic goals set in 2020. But legally binding definition of social enterprise at EU level has
not been introduced.
SE assumes a balance of economic, social and environmental objectives in resource-limited settings
and is based on the principles of meeting the needs and improving the quality of life of the population.
D. Koponen claims that the conceptual perspectives of well-being, quality of life, and creation value,
viewed together with the role of social entrepreneurship, give broad understanding about competitive
advantage from a particular enterprise position to the whole socio-economic business systems perspective1.
Moga Tano Jilenga emphasizes that social enterprises seek to add to economic development through
the creation of jobs and entrepreneurial ventures, provides social services that support the economy by
improving quality of life for the local workforce (e.g. health care for the poor, vocational job training for
high school graduates, substance abuse counseling for ex-offenders etc.)2.
Thake and Zadek believe that social entrepreneurs are driven by a desire for social justice. They seek
a direct link between their actions and an improvement in the quality of life for the people with whom they
work and those that they seek to serve3.
Achieving a positive social impact on society is the main goal of a social enterprise and often
constitutes a permanent and integral part of its activity.
It is important to distinguish between the result for society and the result for the enterprise,
i.e. the management of an enterprise should prioritize the measurement of the impact on society, and not
only evaluate the organization as such. Measurement is a continuous process that is the main component
of the enterprise and is an important strategic tool for planning activity.
Measuring social impact with an assessment of indicators and results caused by certain activities
of social enterprises is meaningful to assess their contribution to the creation of social values.
S. Šajeva & E. Rybakovas explored at the international level for 2009 the relationship between social
entrepreneurial activities and subjective well-being is due to the fact that subjective well-being is highly
dependent on social circumstances that, in turn, are positively influenced by social entrepreneurial
activities. They validated a general hypothesis is that a higher level of social entrepreneurship in a certain
country causes a higher level of subjective well-being4.
F. Sarracino & A. Gosset provided a first assessment of the ability of social enterprises to meet their
non-economic goals, are based on data on share of social enterprises and well-being available for
Luxembourg measured for 2007-2010. They found that the activity of social enterprises has an effective
and lasting positive correlation with people’s well-being. In particular, the higher is the share of social
enterprises on the total enterprises registered by city, the higher is the reported wellbeing. The results
showed that social enterprises play an highly important social support function that benefits the whole
of society without exceptions5.
B. Hoogendoorn & C. Hartog explored institutional and cultural factors at the country level that may
relate to the act of founding a social start-up rather than other types of start-ups using regression analysis.
The results of their study confirmed the idea that different factors are indeed driving a country’s diversity
of social entrepreneurial activity. Their results point towards support for the institutional support
perspective and they found that the share of social start-ups in all start-ups is positively associated with
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favorable institutional circumstances, in particular the public sector expenditure and, to a lesser extent,
regulatory quality1.
One of the main obstacles to the deep study of the social, economic and ecological impact of SE
on the quality of life of the population of different countries of the world is the lack of relevant,
representative and comparable data on the structure of SE capacity internationally. A realistic quantitative
assessment of SE is necessary in order to demonstrate at the scientific level the existence of SE model in
practice, which differs from the model of commercial entrepreneurship that dominates in the world.
Comparative analysis of empirical indicators of SE development in the world taking into account
various national conditions allows us to identify macro-trends and form general ideas about the specific
characteristics of social enterprises in each country. Let us note, mainly scientific literature on the dynamics
of SE development in a certain territory, focuses on the collection, systematization and analysis of
microdata of a certain country or region, and not on a global comparison of the level of SE development for
the relevant group of countries. Therefore, available assessments of socio-economic aspects of SE
in research papers are currently fragmented.
To ensure the possibility of dynamic research and national comparisons of the state of SE in the
world, it is necessary to develop a unified system of basic quantitative and qualitative indicators that would
characterize all aspects of social entrepreneurship by economists and experts. The authorizing of data
collection for the compilation of official statistical information should be the state statistics bodies.
For the first time, unique indicators of social entrepreneurial activity were calculated by the titanic
work of researchers in the framework of the international research project Global Entrepreneurship Monitor
(GEM) for 49 countries in 2009 (surveyed 150,000 respondents) and 58 countries in 2015
(167,793 respondents). At the same time, it becomes possible to characterize the level of SE in the context
of two years of 2009 and 2015, as the propensity of the population of different countries to SE is caused by
the current socio-economic, political and cultural conditions of existence.
GEM, as an alternative source of statistical information, is a project that arose in 1997, at the
initiative of leading scientists from Great Britain, USA, Finland and Ireland. Institutionally the project is
supported by two authoritative institutions in the field of entrepreneurship research – Babson College
(USA) and London Business School (Great Britain). GEM in 2009 & 2015 included in the adult population
survey a special section of social entrepreneurship issues to address the lack of empirical world data and is
an important source of information for analyzing SE at the national and global levels at the moment, is thus
the largest comparative study of social entrepreneurship in the world.
GEM in order to assess entrepreneurial activity with a social orientation developed an indicator of
social entrepreneurial activity (SEA), calculated as the percentage of the adult population (18-64 age) who
are social entrepreneurs, of the total number of adult population.
The average SEA rate in 2009 across all 49 GEM countries is 1.94%, but it ranges from 0.2% to
4.93%2. The average prevalence rate of broad social entrepreneurial activity among nascent entrepreneurs
in the start-up phase – that is, individuals who are currently trying to start social entrepreneurial activity –
across all 58 GEM economies is 3.2% in 2015, but ranges from 0.3% (South Korea) to 10.1% (Peru).
By comparison, the rate of start-up commercial entrepreneurship averages 7.6% in the world, and ranges
from 13.7% in Vietnam to a high of 22.2% in Peru3. The average value of the rate of established SE in 2009
(0.47%) lower than at the early stage, and in 2015 (3.7%) prevails over the values of the SEA at the early
stage. So, we observe a positive trend towards an increase in the SEA indicator, and also in 2015.
The percentage of established social enterprises has increased, which indicates the stability of their activity.
In world practice, it worked out a lot of the concepts of quality of life and methods of measurement.
Depending on the choice of the position which should assess the quality of life, there are three main
approaches:
• objective concepts that emphasize objective indicators of living conditions that do not depend
on anyone’s opinion;
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• subjective concepts, studying people’s perceptions of their living conditions;
• the concept of combining objective and subjective quality of life factors.
For the purposes of our analysis, we chose the Social Progress Index and The Legatum Prosperity
Index as indicators of quality of life.
There are many systems of indicators for assessing the standard of living of the population, one of
which is the Social Progress Index, the combined indicator of the international research project “The Social
Progress Imperative”, measuring the achievements of the countries of the world in terms of social wellbeing and social progress, developed in 2013 with the participation of Michael Porter, chairman of this
project, a professor at Harvard University. The index does not include indicators of the economic
development of the countries of the world, but is intended for evaluation of public welfare in a given
country. Since the project assesses achievements in the social sphere separately from economic indicators,
this allows for a more in-depth study of the relationship between economic and social development. The
index covers countries for which reliable indicators are available and is based on a combination of data
from opinion polls (12%), assessments of experts in the sphere of development (25%) and statistical
information of international organizations (61%). In determining the success of a country in the field of
social progress, over 50 indicators are grouped into three main groups:
1) basic human needs – nutrition, access to basic medical care, housing, access to water, electricity
and sanitation, the level of personal safety;
2) the basics of human well-being – access to basic knowledge and literacy level of the population,
access to information and communication, the level of health, environmental sustainability;
3) opportunities for human development – the level of personal and civil liberties, ensuring human
rights and opportunities to make decisions and realize their potential.
The index measures the achievements of each country on a scale from 0 (least degree of stability) to
100 (highest degree of stability) on the basis of the data obtained in the three above-mentioned basic
categories.
As an alternative to the UN Human Development Index, the British analysis centre “The Legatum
Institute” developed the The Legatum Prosperity Index (LPI) that is used to assess the level of development
of countries and can serve as an indicator of the quality of life of the population, is based on 104 different
variables analysed across 149 nations around the world. Source data includes Gallup World Poll, World
Development Indicators, Freedom House, World Health Organisation and other. The 104 variables are
grouped into 9 sub-indexes, which are averaged using equal weights. The 9 sub-indexes are1: economic
quality, business environment, governance, education, health, safety & security, personal freedom, social
capital, natural environment.
Special indicators of the index are calculated on the basis of statistical data and the results of surveys
on the level of income, economic development and satisfaction with the living conditions of the population.
The country on the basis of the values of the special indicators for each group of criteria is assigned a rank
in the ranking, which is determined by calculating the weighted average of the values of the special
indicators.
Based on statistical data on SEA and quality of life in the countries of the world for 2009 and 2015,
three simple linear regression models are built for each year separately, describing the dependence between
SEA and indicators of the quality of life that we selected for analysis.
For modeling the impact of the SEA rate on the indicator of the quality of life of the population in
2009 and 2015, the analysis was carried out using a simple linear regression model of the form:

yi = β 0 + β1x i + ε i , i = 1, n,
where: yi – endogenous variable – the indicator of the quality of life of the population, score;
xi – exogenous variable – SEA rate, as a percentage of social entrepreneurs from the total number
of economically active population of working age, %; β0, β1 – regression coefficients, εi – error term,
i – country number, n – number of countries.

1

Global ranking. The Legatum Prosperity Index (2015). Legatum Institute. <http://www.prosperity.com/dataexplorer?country=USA,UKR,GBR&rankOrScore=1&val=PI&year=2015&type=line&flipXY=f> (2017, March, 23).
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The first model was evaluated on the basis of 47 observations for which there were data for countries
in 2015 using ordinary least squares (OLS) method:

yi = 5, 41 + 0,18 xi , R 2 = 0, 642, DW = 1, 78,
where: yi – the social progress index; xi – SEA rate, %; β0, β1 – regression coefficients, εi – error term,
i – country number, n – number of countries.
According to econometric tests with 95% confidence, the model is adequate (pvalue = 0.002 <0.05),
all coefficients are significant (pvalue (β0) = 0.0348, pvalue (β1) = 0.0203), the model lacks autocorrelation
(Durbin-Watson statistics 1.95 is more for right theoretical limit 1.54), there is no heteroscedasticity
according to the White criteria (pvalue = 0.9227> 0.05). Thus, this model can be applied for economic
analysis. In accordance with the results of the first model, SEA rate positively impacts on the quality of life
of the population. In particular, an increase SEA rate by 1% leads to improving the quality of life
by 0.18 score.
We build a second model using the legatum prosperity index as the indicator of quality of life
for 2009. The model was evaluated on the basis of 43 observations for which there were country data
in 2009 using ordinary least squares method:

yi = 12, 77 + 0,13 xi , R 2 = 0, 633, DW = 1, 62,
where: yi – the legatum prosperity index; xi – SEA rate, %; β0, β1 – regression coefficients, εi – error term,
i – country number, n – number of countries.
According to econometric tests with 95% confidence, the model is adequate (pvalue = 0.02 <0.05),
all coefficients are significant (pvalue (β0) = 0.0005, pvalue (β1) = 0.0243), the model lacks autocorrelation
(Durbin-Watson statistics 1.81 is more for right theoretical limit 1.53), there is no heteroscedasticity
according to the White criteria (pvalue = 0.8599> 0.05).
The second model demonstrates that SEA rate also positively impacts on the quality of life of
the population at the international level in 2009, an increase SEA rate by 1% leads to an improvement
the quality of life by 0.13 score.
A similar model is constructed using the indicator of the Legatum prosperity index as a factor
of quality of life for 2015. The model was evaluated on the basis of 50 observations for which there were
data for countries in 2015 using ordinary least squares method:

yi = 14, 75 + 0, 22 xi , R 2 = 0, 671, DW = 1, 95.
This model can also be used for economic analysis, since according to econometric tests with a 95%
confidence the model is adequate, all coefficients are significant; the model lacks of autocorrelation and
White’s heteroscedasticity.
The third model presents such result: an increase SEA rate by 1% leads to improving the quality of
life by 0.22 score.
Summing up, it can be noted that the three models led to similar conclusions. SEA rate positively
affects on the quality of life of the population, with each additional percentage of SEA leading to improving
the quality of life of the population by an average of 0.18 score.
Conclusions. Econometric analysis has confirmed that SE should be seen as one of the most
innovative ways to achieve a better quality of life, and the social inclusion of people from vulnerable
groups in society. It is necessary to adopt key legislative changes for establishing measures in national
strategic and policy documents for the introduction of practical mechanisms for supporting social
entrepreneurship in Ukraine, as well as the successful development of social enterprises that require the
creation of sustainable partnerships between business, NGOs and the government sector, where each of
these actors recognize their role in achieving socially significant objectives and is ready to invest.
Social entrepreneurs creates social values not through charity, but through economic activities that
combine social, economic and ecological goals, providing support to socially vulnerable groups of society,
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promoting social positive changes, meeting the social needs of the population. They optimally use available
resources and apply innovative approaches for the development of the social economy.
The growing popularity on "SE" in the modern world does not exhaust the theoretical relevance
of research, on the contrary, it creates a need for more research. The main argument for this is the need
to systematize the growing number and variety of scientific developments.
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