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Abstract 

The last two decades represented the scarce discussion of the organizational social capital 

(SC) and its impact upon the social enterprises’ sustainable performance in the developing 

economies like Pakistan. The main objective of this research is to analyze the impact of 

social capital on sustainable performance (SP) of social enterprises working in the context 

of developing economies. This research also tested the mediating role of the social value 

creation in the relationship of social capital and sustainable performance of social 

enterprises. Moreover, the contingent effects of social innovation (SI) were also evaluated 

upon the association of social capital and social enterprises’ sustainable performance. 

Study utilized the deductive reasoning by applying the quantitative method. Data was 

gathered from the 171 managerial level employees of the 57 social enterprises working in 

Pakistan. Correlation analysis, regression analysis and Normal test theory was used as 

statistical test utilizing SPSS v.23.  The statistical results confirmed that all the predictor 

constructs significantly elucidate the consequence constructs. Mediation analysis results 

also confirm that social value creation mediates the association of social capital and 

sustainable performance. Similarly, moderation analysis also confirms the moderating role 

of the social innovation upon the association of social capital and social enterprises’ 
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sustainable performance.  This study enriches the available theory through evaluating the 

mediating role of social value creation and moderating role of social innovation on social 

capital-sustainable performance link, thus makes a significant contribution to prevailing 

theory contextualizing the social enterprises of developing economies by emphasizing 

upon the associations among social capital, social value creation, social innovation and 

sustainable performance. 

Keywords:  social capital, social value creation, social innovation, sustainable 

performance, social enterprises, enterprise’ age, enterprise’ size, Pakistan. 

1. Introduction 

The notion of social enterprises has captivated the concentration of scholars, civil society 

and academia of the various disciplines (Cheah et al., 2019; Molecke &Pinkse, 2017). 

Social enterprises witnessed the increasing body of knowledge in the disciplines of 

economics, sociology, management studies as well as other interdisciplinary studies 

(Plutshack, et al., 2019). According to Evers (2001) and Kim and Lim (2017), policy 

makers at country levels acknowledges social enterprises as a choice that provide solution 

for the certain arising problems like social issues, economic crisis as well as failure of 

welfare state. Social enterprises are in general defined as the enterprises that are explicitly 

characterized with dual mission of both social performance and financial performance 

(Cheah et al., 2019). 

  In the last two decades, similar to other developing economies, in Pakistan numerous 

social enterprises have emerged and after a short span of time have disappeared, which 

raises the questions regarding success and performance of social enterprises in developing 

economies. In spite of the financial stability, the sustainable performance (SP) of the social 

enterprises is not sure (Berbegal-Mirabent et al., 2019; Mousa & Othman, 2020). 

Sustainable performance is described as the alignment of the social, environmental and 

financial objectives while operating the basic business activities in order to augment the 

value maximization (Di Vaio &Varriale, 2020; Mousa & Othman, 2020). In the stream of 

management studies, research upon the sustainable performance has a rich history in the 

context of traditional enterprises (Mousa & Othman, 2020), but in the context of social 

enterprises the empirical evidences are still lacking, which created a visible gap in the 

available literature of sustainable performance in the context of social enterprises. 

Therefore, we suggest that this research gap is particularly significant to address in order 

to augment the sustainable performance of the enterprises in order to ensure the survival of 

the social enterprises. So, the basic objective of this research is to address the above 

mention gap and investigate the prerequisites essential for the enhancement of sustainable 

performance of social enterprises in developing economies.  

In line to the resource based view of the firms, the organizations irrespective of their size, 

type and nature are required o augment their sustainable performance through newly 

acquired knowledge resulted from the organizational distinctive resources such as social 

capital (SC) (Barney, 2001; Johnson, et al., 2018). In addition, social network theory 

elucidated that the social networks of the enterprises are the significant mechanism for the 
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enhancement of the sustainable performance of the enterprises irrespective of their size and 

nature (Miković, et al., 2020). In this perspective, the researches carried out previously 

have offered enough consideration to performance and sustainability of the enterprises in 

the context of enterprises’ nature and enterprises’ performance. However, fewer 

investigations have provided a specific context relating to the association among social 

capital and sustainable performance of social enterprises (Bano, et al., 2019). So, in order 

to measure sustainable performance further specifically, this research recommends that the 

traditional measures of enterprises performance should be altered with the sustainable 

performance. The scarcities of investigation emphasize to enlighten the relationship among 

social capital and sustainable performance is evidently dateable in prevailing theory. This 

gap within the prevailing theory marginalizes our perceptions relating to actual offerings 

of social capital in line to sustainable performance of the social enterprises. Although social 

capital is regarded as a significant component for sustainable performance of enterprises 

regardless of size and nature (Chenhall et al., 2010), still, this assumption does not explain 

the fact that the organizations/firms that are focusing on the enhancement of their 

sustainable performance can use their social capital efficiently. Social capital is imperative, 

solely social capital is not sufficient to convert unique resources that are acquired by 

networks into sustainable performance. Therefore, it is significant to explore the interior 

mechanism that might take part in this association. Existing literature in the domain of 

social capital has categorized various consequences of social capital which resultantly 

affect the sustainable performance of the enterprises (Abom, 2004; Miković, et al., 2020). 

One of the specific components of social capital that entails a discrete foundation for the 

better performance is the social value creation.  

Social value creation can be described as the outcome of social entrepreneurship that 

creates short term, intermediate or long term impacts and bring outcomes in the form of 

social change while resolving the social issues, problem and satisfying the needs (Brieger, 

et al., 2020; Faludi, 2020). Caldwell, et al., (2017) suggested that social enterprises 

willfully and purposefully manage and organize their entrepreneurial actions to address the 

social problems in innovative manner which in results creates social values. Social value 

is created by the mobilization of relational resources with exterior organizations by 

exceeding the transaction cost (Gauthier et al., 2019). These relational resources enable the 

enterprises irrespective of nature and size to realign and reorganized their relationships 

further effectively and rapidly in order to resolve the social, economic and environmental 

problems (Gauthier, Cohen & Meyer, 2019). On the basis of argument put forward by 

Caldwell, et al., (2017) and Gauthier, Cohen and Meyer (2019), if the antecedents and 

consequences of social value creation are analyzed, it is obvious to claim the role of social 

value creation as a mediating construct in the association of social capital and sustainable 

performance of social enterprises. So, this study establishes that the introduction of 

mediator in the form of social value creation may acknowledge the relationship between 

social capital and sustainable performance of enterprises further strongly.  

This research also examines the contingent effects of social innovation upon the association 

of social capital and sustainable performance of the social enterprises.  Social innovation 

is the procedure that develops and deploys the effective and efficient solutions for the 
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difficult, challenging and rottenly general environmental and social problems in 

maintenance of social developments (Avelino, et al., 2019; Tracey& Stott, 2017; Meister 

Broekema et al., 2021). It is evident prominently from the available theory that the 

deployment of unique assets helps in enhancement of social innovation to ensure the 

sustainable performance of social enterprises more aggressively which is considered as the 

basic component for the sustainable development of society; thus, social innovation plays 

a moderating role to further augment the relationship of social capital and sustainable 

performance of social enterprises.  

The basic objective of this research is to add to the prevailing theory relating to the 

sustainable performance of the social enterprises in developing economies like Pakistan 

via social capital accumulation and social value creation. This study also enlightens the 

mediating role of social value creation and the contingent role of social innovation upon 

the social capital and sustainable performance. This study tries to depict a comprehensive 

framework involving the sustainable performance of social enterprises in developing 

economies that is thoroughly lacking in the prevailing literature.  

This study contributes to the existing knowledge by examining the intervening effects of 

social value creation in the association of social capital and sustainable performance 

contextualizing the social enterprises of developing economies such as Pakistan. 

Furthermore, this research also add to the available theory by also testing the contingent 

effects of social innovation upon the association of social capital and sustainable 

performance of social enterprises of developing economies. The coming section of this 

paper is set as; in the proceeding section the constructs utilized in the study and their 

relationship is explained and hypotheses are developed under the heading literature review. 

After the literature review, the research methodology and data analysis methods are 

discussed. The contributions of the research, implication for the mangers and limitation of 

the research are discusses in last section. 

2. Literature Review 

2.1 Social capital and Sustainable Performance 

Sustainable performance is defined as the alignment of the social, environmental and 

financial objectives while operating the basic business activities in order to augment the 

value maximization (Di Vaio &Varriale, 2020; Mousa & Othman, 2020). The notion of 

sustainable performance is advanced as a device of communication among the major 

components that are generally involved in economic, environmental and social balance 

upon diverse levels of complexities of the informational areas (Johnson, et al., 2017). 

According to Mousa and Othman (2020) as the requirement of the sustainable procedures 

in the enterprises becomes open, reporting of sustainability entails the original values for 

those who are having responsibility to evaluate the existing financial standing of the 

enterprises and forecasting the enterprises performances in future (Di Vaio &Varriale, 

2020).  
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Sustainable performance is the rearrangement of the three dimensions of the performance 

that are social, economic and environmental performance (Berbegal-Mirabent et al., 

2019).Social performance is described as the extent to which a social enterprise craft value, 

like as contribution to community, provision of social services and job creation (Di Vaio 

&Varriale, 2020). Mousa and Othman (2020) stated that social performance relates to the 

outcome of the enterprises that impacts the social system in which they operates. Social 

performance can be measured by evaluating the effects of the enterprises upon their 

stakeholders at local, national and global levels (Berbegal-Mirabent, et al., 2019). The 

economic performance includes the inclusive facets of the economic exchanges of the 

enterprises which contains the conventional indicators utilized in financial accounting, 

however also includes the intangible components that are generally not depicted in 

financial terms (Di Vaio &Varriale, 2020). The enterprise environmental performance 

relates to the effects of the enterprises over the natural resources which include earth, air, 

water and ecosystems (Berbegal-Mirabent, et al., 2019).  The operations of the majority of 

the enterprises that depict social and environmental reporting are certified through the 

environment management system like ISO 14001.  

It is evident from the literature that in comparison to conventional enterprises, social 

enterprises consider the sustainable performance as a core strategy for their continuous 

operations (Niesten, et al., 2017; Shah, et al., 2019). Sustainable performance indicators 

can augment the intangible resources of the enterprises like social capital, human capital 

and image (Székely & Knirsch, 2005). The determinants of the sustainable performance 

are largely discussed in the relevant stream of knowledge. Ciemleja and Lace (2011) 

enlighten the contribution of organizational knowledge resources in augmenting the 

sustainable performance of the social enterprises. Székely and Knirsch (2005) linked 

sustainable performance of the social enterprises with the accumulation of knowledge 

acquire through the relationships established through networks.  Chenhall, Hall and Smith 

(2010) emphasized upon the decisive part of difficult to intimating knowledge resources 

such social capital for the enhancement of social enterprises sustainable performance. In 

relation to the social enterprises, Miković, et al., (2020) suggested that social enterprises 

are focusing on the formulation of new strategies to replace the policies that are adversely 

affecting the society and community.  There are a number of factors available that can be 

depicted as potential determinants for the sustainable performance of social enterprises. 

However, the existing problem is that, large number of investigations hasoverseen the role 

of social capital and its development as a sturdy prerequisite for the social enterprise. Even 

though Bano, et al., (2019) recently acknowledged the significance of intellectual capital 

for ensuring the survival of the social enterprises in developing economies.  

The notion of social capital is generally described through enterprise norms and enterprise 

behavioral networks and social associations (Johnson, et al., 2017; Miković, et al., 2020). 

Social capital augments trust within the community as well as enterprises and its act a link 

among interior morality and norms (Abbas et al., 2019). Social capital of the social 

enterprises contributes to the enterprises through formulation and establishment of 

association with several stakeholders and partners for the purpose of sustainability and 

social value creation (Johnson, et al., 2017). Precisely, social capital facilitates the social 
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entrepreneurs in establishment of relationships and social value by enhancing cooperation 

among employees, government, and local community and target users (Abas, et al., 2019). 

For the reason that social enterprises accumulate resources by relational possession with 

exterior components and these relational possessions craft added value which surpass the 

transaction cost, social capital be able to augment the social, economic as well as 

environmental performance of the social enterprises. Social capital helps social enterprises 

in strengthening the enterprise capability to enhance the cooperation for the 

accomplishment of sustainable development. The above argument resulted in the 

formulation of following hypothesis. 

➢ H1: Social capital is positively associated to sustainable performance of social 

enterprises. 

2.2 Social capital and Social Value Creation 

Social value creation is defined as the consequence of social entrepreneurship that crafts 

short term, intermediate or long term impacts and bring outputs in the form of social 

alteration while addressing the social issues, problem and satisfying the social requirements 

(Caldwell et al., 2017; Faludi, 2020). Brieger, et al., (2020) suggested that social enterprises 

intentionally and persistently managed and organized their entrepreneurial measures for 

the redresses the social issues in further innovative way which consequently creates social 

values. Gauthier, Cohen and Meyer (2019) suggested that social value is created by the 

mobilization of relational resources with exterior organizations by exceeding the 

transaction cost. Relational component of the social capital is one of the significant facets 

in social value creation by product, service and operations’ innovation (Pret & Carter, 

2017). Several researches also discussed the significance of the knowledge and information 

disseminations and sharing between the stakeholders of the networks for the augmentation 

of enterprise innovative capabilities which in turn enhance the social value creation 

(Gauthier et al., 2019; Pret & Carter, 2017). Additionally, Singh (2016) suggested that 

social enterprises organize different combination of unique knowledge resources created 

through networks for the improvement of their innovative capabilities through efficiently 

and effectively aligning along with exploiting the partners’ resources. Social capital 

furthermore adds to the reduction of cost, risks and uncertainties in developing novel 

technologies (Weber, et al., 2017). Organizational social capital in often hold a significant 

part it the entrepreneurial action of social enterprises which is the reason of social value 

creation (Faludi, 2020). The above discussion resulted in the formulation of subsequent 

hypothesis. 

➢ H2: Social capital is positively associated to social value creation of social enterprises. 

2.3 Social Value Creation and Sustainable Performance 

Even though there are few earlier investigations upon the measurement indicators and 

methodology for the analysis of performance of social enterprises, it is still hard to evaluate 

and compare the social enterprises performance (Mousa & Othman, 2020). Due to the 

reason that the social enterprises scope is comparatively wide and it is evident from 
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available knowledge that it is intricate to analyze their performance evenly. Few available 

researches entail the conceptual outline for analyzing the social enterprises’ performance 

however does not reveal the definite indicators as well as tools for measurement (Di Vaio 

&Varriale, 2020). On the other side, few other researches entail the methods for 

measurement but that are too specified for some areas of interest and also hard in 

application to social enterprises in other fields. Di Vaio and Varriale, (2020) and Faludi 

(2020) also suggested that it is difficult to develop mechanism for measuring performance 

of social enterprises that is appropriate to all kind of social enterprises, for the reason that 

the social enterprises performance is diverse in line to size of enterprise, operations, 

purpose as well as stakeholders. Although of the social enterprises performance 

measurement diversity, earlier investigations have developed the consensus on the 

multidimensionality of the social enterprises performance. Simply in other words, financial 

performance like operating profits and sale or revenue and non-financial performance like 

social value must be considered for measuring the performance of social enterprises.  

The social value creation is the definite goal of the social enterprises. It is evident from 

available literature that, the main difference between traditional enterprises and social 

enterprises is that the formal enterprises work for the enhancement of profit maximization 

and financial return, whereas social enterprises emphasize the social value creation (Pret 

& Carter, 2017).  This false assumption that financial performance is not significant for the 

social value creation in social enterprises causes confusion in the mind of policy makers 

(Gauthier et al., 2019).  Weber, et al., (2017) suggested that social value creation dose not 

reduce the significance of necessity of financial performance in social enterprises. Singh 

(2016) argued that social enterprises should craft and formulate strategies as well as 

implement plan to obtain firms level financial, social and environmental performance in 

order to craft social value sustainably. Hence, social enterprises essentially craft their 

business models that work as a bridge between sustainable performance and social value 

creation of social enterprises. The following hypothesis was formulated on the basis of 

above discussion. 

➢ H3:  Social value creation is positively associated to sustainable performance of social 

enterprises. 

2.4 The Mediating Role of Social Value Creation  

The social value creation is the definite goal of the social enterprises. Brieger et al., (2020) 

recommended that social enterprises frequently initiate the entrepreneurial actions in order 

to address the issues related to the society in innovative manners which in turn create values 

for society and community. Gauthier et al. (2019) elaborated that social value is crafted 

through the mobilization of relational resources with exterior organizations by exceeding 

the transaction cost. Social capital’s relational dimension is one of the significant facets in 

social value creation (Pret & Carter, 2017). Social capital facilitates the social 

entrepreneurs in establishment of relationships and social value by enhancing cooperation 

among employees, government, and local community and target users (Abas, et al., 2019).   

Social capital created through networks is the major source of new knowledge that is 

required in initiating the innovative process within the social enterprises (Gauthier, Cohen 



Khan et al. 

 

 

 

 

 

 

 

125 

& Meyer, 2019). Singh (2016) argued that social enterprises should craft and formulate 

strategies as well as implement plan in order to obtain further superior financial, social and 

environmental performance in order to accumulate social value sustainably by acquisition 

of knowledge resources like social capital. In this research it is anticipated that social value 

creation plays mediating role in the association of social capital and sustainable 

performance of the social enterprises. It is prominent from the discussions in previous 

sections that social capital is anticipated to have positive association with social value 

creation as well as social value creation is projected to have positive association with 

sustainable performance, thus it is suggested that social value creation mediates the 

relationship between social capital and social enterprises sustainable performance.  

➢ H4:  Social value creation mediates the association of social capital sustainable 

performance of social enterprises. 

2.5 The Moderating Role of Social Innovation  

Social innovation is measure that is extremely attractive for the communal transformation 

and economic development (Meister et al., 2021; Phills et al., 2008). However it is 

significant to mention that in social sector not each innovation can be considered as a social 

innovation except it serve the basic objective of the satisfying the communal needs, 

development and alter the social associations. So, social innovation is assumed to resolve 

the prevailing social issues productively specifically in bottom of pyramid economies 

(Schubert, 2018). Social innovation is described as the introduction of novel products, 

models and services that fulfill both social and enterprise needs and develop new social 

collaborations and associations (Oeij, et al., 2019). Social innovation can be differentiated 

from the economic innovation on the basis of emphasis of profit maximization later on 

(Ayob et al., 2016).  In the fields of social entrepreneurship social innovation is undertaken 

as an important and relevant notion. It significance is rooted in the suggestions that there 

is a need to separately theorize the social entrepreneurship and social innovation (Phills, et 

al., 2008). Introduction of novel solutions pursued by the social enterprises for social and 

financial value creation can accomplish the dual performance goals (Oeij, et al., 2019). The 

communal transformation by addressing the problems requires the novel and innovative 

solution that needed the accumulation of knowledge resources (Meister Broekema et al., 

2021). This enduring flow of the knowledge resources by mobilizing the prevailing 

networks can results in innovative consequences that in turn enhance the performance of 

social enterprises. But as a substitute for general innovation, social innovation is a related 

concept in the field of social entrepreneurship. The conclusive empirical outcomes of social 

capital and enterprise economic, social and environmental performance (Montgomery, 

2016) it is anticipated that social capital further strengthen the association of social capital 

and sustainable performance of social enterprise. The subsequent hypothesis was 

developed based on the above arguments. 

➢ H5: Social innovation moderates the association of social capital and sustainable 

performance of social enterprise. 
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Figure 1: Theoretical Model 

3. Methods  

3.1 Population and Sample Size  

The population of the current research includes the managerial level employees of social 

enterprises of twin cities of Pakistan that are Islamabad and Rawalpindi. For the data 

collection purposes 243 managerial level employees of the 57 social enterprises were 

contacted. The systematic random sampling technique was used to collect the data from 

the respondents as the basic aim of this research was to test the casual relationship among 

the constructs of the study so, the systematic random sampling technique is considered as 

an appropriate sampling technique for selecting respondents for this study. The basic 

reason for the selection social enterprises of the said twin cities for carrying this research 

is that the head offices of the almost each social enterprise is located in these cities (Khan 

et al., 2019). Both of these cities cover the major portion of social enterprises offices.  In 

the data collection for this research, all the standard principles were considerably followed. 

Structured questionnaire were utilized for the purpose of data collection. Questionnaire 

along with a covering letter that providing detailed description relating to the objective of 

the research were distributed among the respondents of the research. In this research, 

process of the data collection was lengthy relatively and was initiated in June2019 and was 

completed in January, 2020.  The data collection process was comprised of three stages.  

In initial stage of data collection questionnaires were mailed on the postal address of the 

respondents, but the response rate was not satisfactory. In the second phase respondent 

were contacted through email and telephonic call and requested for cooperation in 

completing the questionnaires. Still after the second phase the response was not up to 

required level. In the third and final stage of the data collection researchers personally 

visited the respondents and requested them for the purpose of data collection. As a result 

of all these efforts a total of 171 valid responses were recorded.  
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3.2 Measurement  

Structured questionnaire was utilized for the purpose of data collection in this research. 5-

point likert scale was undertaken in order to measure the study constructs. The 

questionnaire utilized was composed of two parts. In the first part respondents were asked 

regarding their and enterprise demographic profile as control variables in order to develop 

the further better understanding of the research background and contextual facets. The 

second part of the questionnaire was comprised of the statements regarding study variables 

that are SC, SVC, SI and SP.   

3.2.1 Social Capital 

Social capital was measured with three dimensions that are structural dimension with 4 

items, relational dimension with 5-items and cognitive dimension with 4-items. All the 

items were adopted from the previous studies of Subramaniam and Youndt (2005) and 

further used by Khan et al. (2020). These 13 items scale generated the Cronbach alpha 

value of 0.871. 

3.2.2 Sustainable Performance 

Sustainable performance was measured through three dimensions that are social 

performance, economic performance and environmental performance. 11-items scale was 

utilized to measure the sustainable performance of social enterprises adapted from Wang 

et al. (2018). The 9-item scale generated the Cronbach alpha value of 0.820. 

3.2.3 Social Value Creation 

Social value creation was measured with 3-items scale, adapted from the Liu et al. (2015) 

and Arena et al. (2015).  This three items scale generated Cronbach alpha value of 0.721. 

3.2.4 Social Innovation 

Social innovation was measured with a 6-items scale, adapted from Tracey and Stott 

(2017).the scale was also used by Oeij, et al., (2019). This six items scale generated 

Cronbach alpha value of 0.794. 

3.2.5 Control Variables 

In order to develop better understanding of the contextual facets, this study considered 

enterprise’ age and enterprise’ size as control variables. 

4. Data Analysis  

For the analysis of collected data, this research utilized the statistical techniques such as 

descriptive statistics, correlation and hierarchical regressions analysis. Furthermore, CFA 

(confirmatory factor analysis) was also carried out in order to determine the discriminant 

validity by utilizing AMOS, v. 7 software. 

4.1 Reliability, Validity and Model Fitness  

In this research the Cronbach’ alpha value, CR (composite reliability) value and AVE 

(average variance extracted) value were used to evaluate the instruments’ validity and 
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reliability.  It is clear from the value (see table 1) the all the resulted value are in the range 

of threshold values of 0.50, 0.60 and 0.70, which are the evident of the fact that all the 

scales are valid and reliable as well. The statistical results confirmed the discriminant 

validity as the value of AVE coefficients are higher as compare to the inter item 

correlations of the all the study variables (Fornell & Larcker, 1981). Cronbach’ alpha, CR 

(composite reliability) and AVE (average variance extracted) values are presented in table 

1.  

Table.1 Discriminant Validity of Study Constructs 

 Items Cronbach’s Alpha Factor Loading AVE CR 

Social Capital 13 0.871 0.77-0.91 0.74 0.93 

Social Value Creation 3 0.721 0.71-0.87 0.72 0.91 

Sustainable 

Performance 
11 0.820 0.72-0.91 0.70 0.89 

Social Innovation 6 0.794 0.76-0.90 0.73 0.95 

4.2 Confirmatory Factor Analysis (CFA)  

Before the analysis of data, in this study, CFA technique was utilized in order to confirm 

the adequacy of the model for further analysis. A number of indicators were considered in 

order to confirm the overall model fitness and construct validity. The statistical results of 

the GFI=0.91, CFI=0.93, RMSEA=0.05 and χ² =134.66 for hypothesized model are 

consistent with threshold values as Waller, (1993) suggested that for model fitness GFI and 

CFI values needed to be 0.90 or greater and RMSEA value needed to be 0.05 or less than 

0.05.  

4.3 Descriptive Analysis  

The table 2 represents the statistical results of mean, standard deviation and correlation 

statistics for study constructs. The value depicted in table 2 confirms the positive and 

significant association between the variables of the study. It is clear from the table that SC 

is positively and significantly correlated to SP as the value of (r=.21**), SC is positively 

and significantly correlated to SVC as the value of (r=.33**), and SC is positively and 

significantly correlated to SI as the value of (r=.26**). SVC is also positively and 

significantly correlated to SP as the value of (r=.37**), and SVC is also positively and 

significantly correlated to SI as the value of (r=.59**). Furthermore, SI is also positively 

and significantly correlated to SP as the value of (r=.48**). The statistical result of the 

correlation analysis is supporting the formulated theory of this study as all the variables are 

positively correlated.   The mean value for enterprise’ age is 1.2 and enterprise’ size is 3.3 

which are the control variables of this study. 
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Table 2: Descriptive and Correlation Analysis 

Variables Mean SD 1 2 3 4 5 

Enterprise’ Age 1.2 .78 1     

Enterprise’ Size 3.3 .87 .08 1    

Social Capital 3.5 .82 .06* .03 1   

Social Value 

Creation 
3.6 .90 .04 .07 .33** 1  

Social Innovation 3.3 .86 .09 .01 .26** .59** 1 

Sustainable 

Performance 
3.7 .88 .03 .08 .21** .37** .48** 

     Note; *p <0.05, **p <0.01 

4.4 Testing Hypotheses  

Regression analyses were performed to confirm the formulated hypotheses of the current 

study and the results are presented in below table 3. The statistical results approve the H1 

of the study that social capital is positively associated to sustainable performance of social 

enterprises as model 3 entails the results for the effects of social capital upon sustainable 

performance. The regression coefficient depicted in model 3, social capital is the 

significant and positive predictor for sustainable performance of social enterprise (β = 

0.21**). So, H1 of the research was approved. Model 2 entails the statistical results of the 

direct effects of social capital upon social value creation. Social capital is the positive 

predictor for social value creation as (β = 0.33**), so, H2 that social capital is positively 

associated to social value creation of social enterprises was approved statistically. Model 

4 entails the statistics for the direct effect of social value creation on sustainable 

performance. Social value creation is the positive predictor for sustainable performance (β 

= 0.37**), so H3 of the study that social value creation is positively associated to 

sustainable performance of the social enterprises has been also approved. 

Table 3: Results for Regression Analysis 

Variables 
Social Value Creation 

Sustainable 

Performance 

(Model 1) (Model 2) (Model 3) (Model 4) (Model 5) 

Enterprise’ Age 0.013 0.012 0.007 0.008 0.014 

Enterprise’ Size 0.081 0.082 0.081 0.024 0.085 

Social Capital  .33** .21**  .15** 

Social Value 

Creation 
   .37** .39** 

R2 0.031 0.35 0.37 0.31 0.37 

∆R2 0.030 0.32 0.34 0.30 0.33 

F 4.16* 35.5* 40.97* 33.05** 20.97** 

∆ F 4.16* 17.05* 16.08* 19.6** 13.02** 

     Note; *p <0.05, **p <0.01 
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The mediating effects were also evaluated by OLS regression analyses. In table 3 model 5 

depicted the mediating effects of social value creation among the relationship of social 

capital and sustainable performance. After the addition of social value creation in the model 

the regression coefficient of social capital diminishes from β= 0.21** to β= 0.15*, whereas 

the regression coefficient of social value creation is (β=0.39**). So, these statistical results 

recommended that social value creation partially mediates the social capital and sustainable 

performance relationship. So, H4 of the study that social value creation mediates the 

association of social capital and sustainable performance of social enterprises was 

approved.  

Normal test theory as suggested by Preacher and Hayes (2008) was considered in order to 

determine the significance and size of the mediating effects between the relationship of 

social capital and sustainable performance. So, PROCESS Macro of SPSS version was 

used to measure the direct as well as indirect effects. The results for direct and indirect 

effects are enlisted in table 4. Statistical results represented in table 4 exposed total effects 

(β=0.33**, t=7.71), direct effect (β=0.21**, t=1.38) as well as indirect effect (β=0.33-

0.21=0.12) of social capital upon sustainable performance through social value creation. 

The statistical values of Sobels’ test that are (Z = 3.52), approved the indirect effects of 

social capital upon sustainable performance through social value creation. Thus H4 of this 

study approved. 

Table 4: Direct and Indirect Effects of Social Capital upon Sustainable Performance 

Utilizing SPSS Version of Process 

Mediation 

Models 

Total Effects Direct Effects 
Indirect Effects 

Normal Test Theory 

Β T P Β T P Β Z P 

SC-> SVC ->SP 0.33 7.71 0.00 0.21 1.38 0.08 0.12 3.52 0.00 

    Note; SC (Social Capital), SVC (Social value Creation), SP (Sustainable Performance) 

Hierarchical regressions analysis was considered to evaluate the moderating role of social 

innovation on the relationship of social capital and sustainable performance of social 

enterprises. For this purpose three step regression models was used. In first step control 

variables enterprise’ age and enterprise’ size were entered, whereas social capital and social 

innovation were entered in second step. In third step an interaction term was created by 

multiplying social capital and social innovation and entered in to model. Table 5 entails 

the significant contribution of the interaction term on sustainable performance. The 

coefficient (0.18**) of the interaction term (SC -x -SI) further strengthen the contingent 

effects of social capital on sustainable performance. So, as a result of this H5 of the study 

that social innovation moderates the association of social capital and sustainable 

performance of social enterprise is fully supported. As per suggestions of Aiken, et al., 

(1991) slope analysis was also carried out. Figure 2 represents the statistical output of the 

moderation analysis. Figure 2 represents that social capital enhance the sustainable 

performance of social enterprises when social innovation is higher.  
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Table 5: Results of Hierarchical Regressions Analysis 

 Step 1 Step 2 Step 3 

(a) Moderating effect of 

social innovation 
   

Enterprise’ Age  0.031 0.010 0.006 

Enterprise’ Size 0.024 0020 0.014 

Social Capital  0.17** 0.20** 

Social Innovation  0.31** 0.33** 

Social Capital* Social 

Innovation 
  0.18** 

R2 .009 .190 .197 

Adjusted R2 .003 .158 .174 

∆ R2 .006 .160 .027 

∆F 3.188 70.81 17.21 

 

 
Figure 2: Slope Analysis SC * SI on Sustainable Performance 

5. Discussion  

The basic aim of this research was to evaluate the degree at which social capital affects the 

sustainable performance of the social enterprises of developing economies like Pakistan. 

In addition the effects of social capital on social value creation and the effects of social 

value creation on sustainable performance of the social enterprises were also evaluated. 

Moreover, the contingent effects of the social innovation on the relationship of social 

capital and sustainable performance contextualizing the social enterprises were also 

checked.  On the basis of detailed literature analyses this research developed a total of five 

hypotheses in order to approve the direct as well as indirect effects of social capital and 

sustainable performance.  The results of statistical analysis confirmed all the hypotheses of 
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the study. All anticipated associations were approved.  Firstly, H1 of the study was 

confirmed as study approved the direct relationship between social capital and sustainable 

performance of social enterprises. The results of current study are in line to the findings of 

Annen (2003), Ying et al. (2019) and Yusliza, et al., (2020), and existing study in line to 

the resource based view of the firm also emphasizes the significance of social capital in 

augmenting the sustainable performance of the social enterprises. Relating to H2 of the 

study, the statistical results also approved that social capital positively add to the social 

value creation. This finding of the research is consistent to the finding of Abas et al. (2019) 

and Di Domenico et al. (2010).  With respect to H3 of this study, the association among 

social value creation and sustainable performance of the social enterprise was also 

confirmed statistically and finding was consistent to the findings of Stankevičienė and 

Čepulytė (2014), Faludi, (2020) and Di Domenico et al. (2010). Relating to H4 of the study, 

the mediating effects of the social value creation in the relationship of social capital and 

sustainable performance is also approved. This finding of the current study was in line to 

the results of Ismael and Emeagwali (2019) and Annen (2003). Relating to H5 of the 

research, the statistical results confirmed the moderating role of social innovation on the 

relationship f social capital and sustainable performance of social enterprises in a manner 

that the influence of the social capital on sustainable performance will be higher when 

social innovation is high. The result of this hypothesis is consistent to the finding of Castro-

Arce and Vanclay (2020) and Abbas, et al. (2019). 

5.1 Theoretical Contribution  

This research add to the existing body of knowledge in threefold ways; firstly, this research 

entails a statistical tested model that emphasizes on the significance of social capital in 

augmenting the sustainable performance of organizations contextualizing the social 

enterprises of the developing economies. The significance of the social capital was 

emphasized significantly, but its influence upon sustainable performance in the context of 

social enterprises has not been evaluated thoroughly (Yusliza, et al., 2020). Secondly, this 

research also entails the probable system through which social capital adds to sustainable 

performance via social value creation. Even though few researches emphasized upon the 

role of social networks, intellectual capital in augmenting sustainable performance, the 

combination of social capital and social value creation for sustainable performance of 

social enterprises was previously never been evaluated (Di Domenico, et al., 2010). 

Thirdly, this research emphasizes upon the significance of social innovation and evaluated 

its moderating role upon the association of social capital and sustainable performance of 

social enterprises. Earlier to this study, the empirical significance of social value creation 

as mediating construct, and social innovation as a moderating construct was established, 

however their associations such as established in this research have not been completely 

evaluated contextualizing the social enterprises of developing economies like Pakistan.  

5.2 Managerial Implications 

In addition to the addition to existing body of knowledge, this study also provides some of 

the valuable implications for the managers of the social enterprises. Firstly, the current 

research recommends that the mangers and policy makers of the social enterprises must 
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provide the special focus to the development of their social capital and consider it as an 

imperative feature for strategic management and planning. The significance of the social 

capital cannot be ignored by social enterprises as social capital accumulation has become 

as a sturdy antecedent for the sustainable performance of social enterprises (Annen, 2003). 

Secondly, this study also recommends that, social capital enhances the social value creation 

to benefit the society and enterprise concurrently. So, to enhance the social value creation, 

social capital augmentation and accumulation should be integrated as a preferred 

component in long-term planning and management. Finally, this research also advocates 

the managers of the social enterprises to emphasize upon the social innovation by which it 

is foremost easy for the social enterprises to enhance their social, economic and 

environmental performance, so these enterprises can effectively add to the sustainable 

development of the society.  By the application of social innovation, social enterprises will 

be in better position to enhance their social, economic and environmental performance to 

achieve the target of sustainable development of the society (Abbas, et al., 2019). 

5.3 Limitation of the Study  

Several limitations of this study that are needed to address in future studies. First, this 

research considered single informants technique and data was gathered from the social 

enterprises. As a result, the results of this study might be open to the issue of CMV 

(common method variance). This study addressed this problem through test suggested by 

Podsakoff, et al., (2003). The outcome entailed that the results of the current study are not 

probably resulted to CMV. But for future research it is recommended to collect the data 

utilizing multiple informants’ technique in order to eliminate the similar issue. Second 

limitation of this research is the generalization of findings. As the findings of this study is 

restricted, for the reason that in this study data was gathered from the social enterprises of 

developing economy such as Pakistan. For future research it is recommended that a 

meaningful addition will be to test this model in other economies that are in the developing 

phase, or to carry out research that is comparative in developed and developing economies. 

In addition, the cross-sectional research design does not allow the basic causal 

interpretations among several components, thus, this research cannot suggest that at what 

point of time the components of social capital are imperative for sustainable performance. 

Grant Support Details / Funding 

This research work received no research grant. 

REFERENCES 

Abas, J., Arshad, D., & Subramaniam, C. (2019). Social capital and social enterprise 

performance in Pakistan social innovation as a proposed mediator. Social Science and 

Humanities Journal, 3(4), 1089-1095. 

Abbas, J., Arshad, D., & Subramaniam, C. (2019). Applying the Radical View of Resource 

Based Theory (RBT) to Understand the Resource Mobilization Strategies and Performance 

of the Social Enterprises of Pakistan. Pakistan Journal of Social Sciences, 39(4), 1613-1628. 



Social Capital and Social Value Creation in Social Enterprises 

 

 

 

 

 

134 

Abbas, J., Hussain, I., Hussain, S., Akram, S., Shaheen, I., &Niu, B. (2019). The impact of 

knowledge sharing and innovation on sustainable performance in Islamic banks: a 

mediation analysis through a SEM approach. Sustainability, 11(15), 1-25. 

Abom, B. (2004). Social capital, NGOs, and development: A Guatemalan case 

study. Development in Practice, 14(3), 342-353. 

Aiken, L.S. and West, S.G. (1991). Multiple Regressions: Testing and Interpreting 

Interaction Effects, Sage Publications, Newbury Park, CA. 

Annen, K. (2003). Social capital, inclusive networks, and economic performance. Journal 

of Economic Behavior & Organization, 50(4), 449-463. 

Arena, M., Azzone, G., &Bengo, I. (2015). Performance measurement for social 

enterprises. VOLUNTAS: International Journal of Voluntary and Nonprofit 

Organizations, 26(2), 649-672. 

Avelino, F., Wittmayer, J. M., Pel, B., Weaver, P., Dumitru, A., Haxeltine, A., & 

O'Riordan, T. (2019). Transformative social innovation and (dis) 

empowerment. Technological Forecasting and Social Change, 145, 195-206. 

Ayob, N., Teasdale, S., & Fagan, K. (2016). How social innovation ‘came to be’: Tracing 

the evolution of a contested concept. Journal of Social Policy, 45(4), 635-653. 

Bano, S., Cisheng, W., Khan, A. N., & Khan, N. A. (2019). WhatsApp use and student's 

psychological well-being: Role of social capital and social integration. Children and Youth 

Services Review, 103, 200-208. 

Barney, J. B. (2001). Resource-based theories of competitive advantage: A ten-year 

retrospective on the resource-based view. Journal of Management, 27(6), 643-650. 

Berbegal-Mirabent, J., Mas-Machuca, M., & Guix, P. (2019). Impact of mission statement 

components on social enterprises’ performance. Review of Managerial Science, 15, 1-20. 

Brieger, S. A., Bäro, A., Criaco, G., &Terjesen, S. A. (2020). Entrepreneurs’ age, 

institutions, and social value creation goals: A multi-country study. Small Business 

Economics, 54(1), 1-29. 

Caldwell, N. D., Roehrich, J. K., & George, G. (2017). Social value creation and relational 

coordination in public‐private collaborations. Journal of Management Studies, 54(6), 906-

928. 

Castro-Arce, K., &Vanclay, F. (2020). Transformative social innovation for sustainable 

rural development: An analytical framework to assist community-based initiatives. Journal 

of Rural Studies, 74, 45-54. 

Cheah, J., Amran, A., &Yahya, S. (2019). Internal oriented resources and social 

enterprises’ performance: How can social enterprises help themselves before helping 

others? Journal of Cleaner Production, 211, 607-619. 

Chenhall, R. H., Hall, M., & Smith, D. (2010). Social capital and management control 

systems: A study of a non-government organization. Accounting, organizations and 

Society, 35(8), 737-756. 



Khan et al. 

 

 

 

 

 

 

 

135 

Ciemleja, G., & Lace, N. (2011). The model of sustainable performance of small and 

medium-sized enterprise. Engineering Economics, 22(5), 501-509. 

Di Domenico, M., Haugh, H., & Tracey, P. (2010). Social bricolage: Theorizing social 

value creation in social enterprises. Entrepreneurship Theory and Practice, 34(4), 681-

703. 

Di Vaio, A., &Varriale, L. (2020). Blockchain technology in supply chain management for 

sustainable performance: Evidence from the airport industry. International Journal of 

Information Management, 52, 1002-1014. 

Evers, A. (2001). The significance of social capital in the multiple goal and resource 

structure of social enterprises. In C. Borzaga & J. Defourny (Eds.), The Emergence of 

Social Enterprise (pp. 296-311). London, New York: Routledge. 

Faludi, J. (2020). How to Create Social Value through Digital Social Innovation? 

Unlocking the Potential of the Social Value Creation of Digital Start-Ups. Journal of Social 

Entrepreneurship, 1-18. 

Fornell, C. & Larcker, D. F. (1981). Structural equation models with unobservable 

variables and measurement error, Algebra and statistics. 382-388. 

Gauthier, J., Cohen, D., & Meyer, C. R. (2019). Top management team characteristics and 

social value creation. Journal of Social Entrepreneurship, 10(2), 252-263. 

Ismael, Z., &Emeagwali, O. (2019). The moderating effect of legal framework on the 

relationship between inter-relationship learning and value creation to obtain sustainable 

performance. Management Science Letters, 9(7), 1047-1058. 

Johnson, J. L., Dooley, K. J., Hyatt, D. G., & Hutson, A. M. (2018). Emerging discourse 

incubator: Cross-sector relations in global supply chains: A social capital 

perspective. Journal of Supply Chain Management, 54(2), 21-33. 

Khan, A. S., Baloch, Q. B., & Shah, S. N. U. (2019). An investigation of the internal 

environment and its effect on the sustainability of social enterprises in Pakistan. Abasyn 

University Journal of Social Sciences, 12(2), 399-409. 

Khan, S. H., Majid, A., Yasir, M., &Javed, A. (2020). Social capital and business model 

innovation in SMEs: do organizational learning capabilities and entrepreneurial orientation 

really matter? European Journal of Innovation Management, 24(1), 191-212. 

Kim, D., & Lim, U. (2017). Social enterprise as a catalyst for sustainable local and regional 

development. Sustainability, 9(8), 14-27. 

Korsgaard, S., & Anderson, A. R. (2011). Enacting entrepreneurship as social value 

creation. International Small Business Journal, 29(2), 135-151. 

Liu, G., Eng, T. Y., & Takeda, S. (2015). An investigation of marketing capabilities and 

social enterprise performance in the UK and Japan. Entrepreneurship Theory and 

Practice, 39(2), 267-298. 



Social Capital and Social Value Creation in Social Enterprises 

 

 

 

 

 

136 

Meister Broekema, P., Horlings, L. G., & Bulder, E. A. M. (2021). Understanding the value 

of co-creation for social innovation interpretations of social innovation and co-creation in 

European policy-related documents between 1995 and 2018. Innovation: the European 

Journal of Social Science Research, 1-18 [early online]. 

Miković, R., Petrović, D., Mihić, M., Obradović, V., &Todorović, M. (2020). The 

integration of social capital and knowledge management–The key challenge for 

international development and cooperation projects of nonprofit 

organizations. International Journal of Project Management, 38(8), 515-533. 

Molecke, G., &Pinkse, J. (2017). Accountability for social impact: A bricolage perspective 

on impact measurement in social enterprises. Journal of Business Venturing, 32(5), 550-

568. 

Montgomery, T. (2016). Are social innovation paradigms incommensurable? Voluntas: 

International Journal of Voluntary and Nonprofit Organizations, 27(4), 1979-2000. 

Mousa, S. K., & Othman, M. (2020). The impact of green human resource management 

practices on sustainable performance in healthcare organisations: A conceptual 

framework. Journal of Cleaner Production, 243, 118595. 

Niesten, E., Jolink, A., de Sousa Jabbour, A. B. L., Chappin, M., & Lozano, R. (2017). 

Sustainable collaboration: The impact of governance and institutions on sustainable 

performance. Journal of Cleaner Production, 155, 1-6. 

Oeij, P. R., van der Torre, W., Vaas, F., & Dhondt, S. (2019). Understanding social 

innovation as an innovation process: Applying the innovation journey model. Journal of 

Business Research, 101, 243-254. 

Phills, J. A., Deiglmeier, K., & Miller, D. T. (2008). Rediscovering social 

innovation. Stanford Social Innovation Review, 6(4), 34-43. 

Plutshack, V., Sengupta, S., Sahay, A., & Viñuales, J. E. (2019). New and renewable 

energy social enterprises accessing government support: Findings from India. Energy 

Policy, 132, 367-378. 

Podsakoff, P. M., MacKenzie, S. B., Lee, J. Y., & Podsakoff, N. P. (2003). Common 

method biases in behavioral research: a critical review of the literature and recommended 

remedies. Journal of Applied Psychology, 88(5), 879-892. 

Preacher, K. J. & Hayes, A. F. (2008). Asymptotic and resampling strategies for assessing 

and comparing indirect effects in multiple mediator models. Behavior Research Methods, 

40(3), 879-891. 

Pret, T., & Carter, S. (2017). The importance of ‘fitting in’: collaboration and social value 

creation in response to community norms and expectations. Entrepreneurship & Regional 

Development, 29(7-8), 639-667. 

Schubert, C. (2018). Social innovation. In Innovation society today (pp. 371-391). Springer 

VS, Wiesbaden. 



Khan et al. 

 

 

 

 

 

 

 

137 

Shah, H. A., Yasir, M., Majid, A., & Javed, A. (2019). Promoting strategic performance 

through strategic orientation and strategic renewal. Management Decision, 58(2), 376-392. 

Singh, A. (2016). The Process of Social Value Creation: A Multiple-Case Study on Social 

Entrepreneurship in India. New Delhi: Springer. 

Stankevičienė, J., & Čepulytė, J. (2014). Sustainable value creation: coherence of corporate 

social responsibility and performance of socially responsible investment funds. Economic 

Research-Ekonomskaistraživanja, 27(1), 882-898. 

Subramaniam, M., &Youndt, M. A. (2005). The influence of intellectual capital on the 

types of innovative capabilities. Academy of Management Journal, 48(3), 450-463. 

Székely, F., &Knirsch, M. (2005). Responsible leadership and corporate social 

responsibility: Metrics for sustainable performance. European Management 

Journal, 23(6), 628-647. 

Tracey, P., & Stott, N. (2017). Social innovation: a window on alternative ways of 

organizing and innovating. Innovation, 19(1), 51-60. 

Waller, N. G. (1993). Software review: seven confirmatory factor analysis programs: EQS, 

EzPATH, LINCS, LISCOMP, LISREL 7, SI MPLIS, and CALIS. Applied Psychological 

Measurement, 17(1), 73-100. 

Wang, J., Zhang, Y., & Goh, M. (2018). Moderating the role of firm size in sustainable 

performance improvement through sustainable supply chain 

management. Sustainability, 10(5), 1654. 

Weber, C., Weidner, K., Kroeger, A., & Wallace, J. (2017). Social value creation in inter‐
organizational collaborations in the not for profit sector–give and take from a dyadic 

perspective. Journal of Management Studies, 54(6), 929-956. 

Ying, Q., Hassan, H., & Ahmad, H. (2019). The role of a manager’s intangible capabilities 

in resource acquisition and sustainable competitive performance. Sustainability, 11(2), 

527-537. 

Yusliza, M. Y., Yong, J. Y., Tanveer, M. I., Ramayah, T., Faezah, J. N., & Muhammad, Z. 

(2020). A structural model of the impact of green intellectual capital on sustainable 

performance. Journal of Cleaner Production, 249, 119-134. 


