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Social entrepreneurship:
business models and strategies for their development

Abstract. The authors conducted the research of business models in social entrepreneurship. Firstly, the foreign
experience of business models implementation by successful companies in global economy was studied
and among 55 innovation models 8 business model types which can be used by social entrepreneurs were
singled out. On this basis, the methodical approaches to the design of business models and their development
strategies on the example of the Republic of Kazakhstan were developed. In particular, the main characteristics
of the business model of social entrepreneurship are deepened and disclosed from the standpoint of the nature
of impact on the socially vulnerable groups’ welfare. The main types of social entrepreneurship and the business
models applied in Kazakhstan were revealed. Taking into account the results of in-depth interview of 24 social
entrepreneurship organizations, the business models applied by non-commercial organizations in Kazakhstan
for development of profitable activity were found out, namely: No. 1 - «Accessibility of product/service in case
of standard offer»; No. 2 - «Additional income from cheap resources and available IT (creation and promotion
of side products)»; joint models No. 1 - «Accessibility of product/service in case of standard offer» and No. 5 -
«Maximum assets utilization»; and No. 3 - «Platform for contacts, including auction and crowdfunding».

Based on strategic analysis of social entrepreneurship at non-profit as well as commercial organizations,
conclusions were drawn about the threats / limitations and the possibilities of existing business models.
An algorithm has been developed to design a business model of social entrepreneurship and a strategy for
developing business models. Strategic development scenarios of business models of social entrepreneurship
were proposed, namely: scalability of operation; replication of operation; modification of the business model;
creation of cooperating structures.

Keywords: Social Entrepreneurship; Social Enterprises; Socially Responsible Business; Business Models;
Development Strategies

JEL Classification: A13; B55; L31

Acknowledgements and Funding: The authors received no direct funding for this research.

Contribution: The authors contributed equally to this work.

DOI: https://doi.org/10.21003/ea.VV178-08

Ayaganova, M., Pritvorova, T., Mamrayeva, D., & Tashenova, L. / Economic Annals-XXI (2019), 178(7-8), 96-104

© Institute of Society Transformation, 2019

96


https://doi.org/10.21003/ea.V178-08
mailto:mira6907%40mail.ru?subject=
https://orcid.org/0000-0003-1530-4704
mailto:dina2307%40mail.ru?subject=
http://orcid.org/0000-0001-8508-7317
mailto:pritvorova_%40mail.ru?subject=
https://orcid.org/0000-0002-6306-3960
mailto:larisatash_88%40mail.ru?subject=
http://orcid.org/0000-0001-5022-0421
https://doi.org/10.21003/ea.V178-08

ECONOMIC ANNALS-XXI

ECONOMICS AND MANAGEMENT OF ENTERPRISES

AsiraHosa M. .

PhD-pgokTopaHT,

KaparaHanHCbKnin eKOHOMIYHWI YHiIBepcuTeT Kascnoxxmscninku, Kaparanga, Kasaxcran;

cTapLwumii BUKnagay, kacgegpa MapKeTuHry,

KaparaHgnHcbKnin gep>kaBHuiA YHIBEpCUTET iMeHi akagemika €. A. byketoBa, KaparaHaga, KasaxcTtaH
MputBoposa T. IN.

OOKTOP EKOHOMIYHUX HayK, Npodecop, Kaenpa eKOHOMIKM Ta MiKHapoaHoro 6isHecy,

KaparangnHcbKnii gep>xaBHuiA YHIBEPCUTET iMeHi akagemika €. A. Byketoea, KaparaHga, KasaxctaH
Mampaesa [. I

KaHOu4aT eKOHOMIYHMX HayK, OOLEHT, 3aBigyBadka Kadhenpn MapKeTUHry,

KaparaHgnHcbKnin oep>kaBHuiA YHIBEpCUTET iMeHi akagemika €. A. byketoBa, KaparaHaa, KasaxcTtaH
TaweHoBa J1. B.

acnipaHTka,

CaHkT-lNeTepbyp3bkuii nonitexHivHuMin yHiBepcuTeT lNeTpa Bennkoro, CaHkT-MNeTepbypr, Pocis;

CTapLumii Buknagad, kadeapa MapKeTuHry,

KaparangnHcbKnin fep>xaBHUA YHIBEpCUTET iMeHi akagemika €. A. ByketoBa, Kaparanga, KasaxcrtaH
CouianbHe nigNnpueMHUUTBO: 6i3Hec-Moaeni Ta cTpaTerii pO3BUTKY

AHoTaUis. Y cTaTTi NpoBeaeHo [OCTiIKeHHs1 6i3HeC-Mopgenei y couianbHoMy nignpueMHuuTsi. MNMo-nepLue, 6yno
BMBYEHO 3apybGiKHUIA JOCBIL BNPOBaIKEHHsT 6i3HEC-MOLENEN YCNiLLHUMM KOMMNaHiiM/ B CBITOBII €KOHOMILY, i
cepen 55 iHHOBaUjiNHNX Mopenen 6yno BugineHo 8 TuniB 6i3HeC-MoQenei, sKi MOXyTb BUKOPUCTOBYBaTUCS
coujaneH1MK nignpremMuamn. Ha Ljn ocHosi asTopamm 6yniu po3pobieHi METOAMYHI Nigxoan A0 NPOEKTYBaHHS
6i3Hec-mopenen i ctparerii ix po3BWUTKY Ha npuknapi Pecny6bnikn KasaxctaH. 3okpema, norvbneHo i
PO3KPUTO CYyTb CUCTEMOYTBOPIOBANIBHUX XapaKTepUCTMK O6i3Hec-Mopeni coujanibHOro nignpueEMHMLTBA 3
nosuuii xapakTepy BMAnBYy Ha AO6poOYT couialbHO BPasnuBUX rpymn; BU3HAYEHO OCHOBHI TUMW COLianbHOMo
NigNPUEMHNLITBA N 3aCTOCOBYBaHi 6isHec-mogeni B Pecny6niui KasaxctaH. Ha oCcHOBI cTpareriyHoro aHanisy
coLjiaibHOro MiANPUEMHNLITBA, LLIO PO3BMBAETLCA Ha 6asi SK HEKOMEPLINHMX, TaK i KOMEepPLinHMX opraHisawiin,
3p06NEeHO BUCHOBOK CTOCOBHO 3arpo3, OOMEXeHb i MOXIMBOCTEN YMHHMX Bi3Hec-mopenein. Po3pobneHo
MeToaun4He 3abe3neyeHHs NPOeKTYBaHHSA 6isHec-Mogeni couianbHOro NignpueMHULTBA Ta cTpaTerii po3BUTKY
6i3Hec-mMopenen couianbHoro nignpuemHuUTea. MNMpakTuiHe 3Ha4YeHHs OTPUMaHUX pPeKoMeHAaLil nonsirae B
pOo3po6Lji NaKeTy IHCTPYMEHTIB 4J151 CoLianbHOro NignpUeEMHULTBA: alrOPUTMY CTBOPEHHS 1 CTpaTerivyHol OLHKN
6i3Hec-Mopeni 1 cy6’eKTUBHOIO METOAY OLIHKU PU3NKIB 6i3HEC-MOLeni Ans CouianibHOro NignpUueEMHNLTBA.
Knro4oBi cnoBa: coujanbHe NignpueEMHULTBO; CoLjianbHi MigANPUEMCTBA; CoLianbHO BigMNoBiaansHMi 6i3HeC;
6i3Hec-mofenb; cTpaTeris po3BUTKY.
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KaparaHgnHcKuii rocyaapCTBeHHbIN YHUBEPCUTET MMeHU akafemuka E.A byketosa, Kaparanga, KazaxctaH
TaweHosa J1. B.

acrnmpaHTka,

CaHkT-leTepbyprckuii nonuTexHnyeckuin ynueepcutet Netpa Benvkoro, CaHkT-TNeTepbypr, Poccus;
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CouunanbHoe NnpeaAnpuHUMAaTEeNIbCTBO: GU3HEC-MOoAeNnn U cTpaTermm pasBuTus

AHHoTauwmsi. B ctaTbe NpoBeAeHo nccnenoBaHme 6U3HeC-MOLEeNe B COLMaibHOM NpeanprHumarenscTee. Bo-
nepBbIX, 6bIN N3yYeH 3apyOeXXHbIA OMbIT BHEAPEHUSA B3HEC-MOAENEN YCMNELIHbIMU KOMMaHUSMU B MUPOBO
9KOHOMUKE, 1 cpean 55 MHHOBAUMOHHbIX Mogeneln 6bio BbigeneHo 8 TUNoB OGM3HEeC-MOAenen, KoTopble
MOIYT UCMONb30BaTbCA coumanbHbIMU NpegnpuHuMaTensmu. Ha aton ocHoBe aBTopamu 6binn paspaboTaHbl
MeToAMYECKME MNOAXOLbl K MPOEKTUPOBAHMIO OM3HEC-MOLENen 1 CTpaterMm Mx pasBuTUa Ha npumepe
Pecnybnukn KasaxctaH. ByacTtHocTy, yriy6neHbl M pacKpbiTbl CUCTEMOOOPA3YIOLLIME XapaKTEPUCTUKN BU3HEC-
MOLENW CoLManbHOMo NPeanprHUMaTe/IbCTBa C NO3MLUN XapakTepa BMsSHMS Ha 6n1aroCoCTOSIHNE CoLManbHO
YSI3BUMbIX TPYMM; BbISIBIEHbI OCHOBHbIE TUMbl COLMANIbBHOrO MPEANPUHUMATENBCTBA U MPUMEHSAEMbIE UM
6usHec-mopenn B KasaxctaHe. Ha ocHoBe cTparermyeckoro aHanmsa counanbHoro NpeanpyHuMaTebCcTea,
pasBuBatoLLerocsi Ha 6ase Kak HEKOMMEPYECKNX, TaK 1 KOMMEPYECKNX OpraHn3auuin, caenaHbl BbiBOAbl 06
Yyrpo3ax, OrpaHMyeHnsX N BO3MOXXHOCTSX OENCTBYHOLMX O6u3Hec-mopenein. PaspaboTtaHo metoguyeckoe
obecneyeHne MNPOEKTMPOBaHUA OU3HEC-MOLENVN COUManbHOro npennpuHMMaTenscTea U cTparteruu
pasBuTus BU3HeC-Mopenel ANns counanbHoro npegnpuHuMaTtenscTaa. lNpakTuyeckoe 3Ha4YeHne nosyveHHbIX
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peKkoMeHaUMli 3aKto4aeTcs B pa3padboTKe NakeTa MHCTPYMEHTOB A1 COUManbHOMo NpeanpuHMMaTenbCcTBa:
anropnTtMa cosfaHus 1 CTpaTerm4eckon OLEeHKN BU3Hec-mMmonenm, CyObeKTUBHOO METoAA OLIEHKN PUCKOB
6u3Hec-moaenu ans counanbHoro NpeanpuHMMaTensCcTaa.

KnioueBble cnoBa: couuanbHOe npegnpuHUMaTenbCTBO; counanbHble NPeanpuaTus; coumanbHO
OTBETCTBEHHbIN BU3HEC; BU3HEC-MOAENb; CTPATErns pasBuTus.

1. Introduction

The main idea of social entrepreneurship is that many social problems present new business op-
portunities if approached from business point of view, which will generate profit by solving certain
problem. This method’s value and originality is the following: each society contains historical foun-
dations and institutions of social entrepreneurship which can become active due to external eco-
nomic and social conditions.

Simultaneously, formation of effective business model appears a complex task for social entre-
preneurs, because, at best, they have some work experience as non-profit organization and begin
their business activity rather by guess then by business standards. Hence, they require algorithms
of primary and consequential actions in business formation. This creates necessity of strategic
analysis of typical business models used by social entrepreneurs in post-Soviet countries, and in
particular Kazakhstan, for working out recommendations for increasing their stability and develop-
ment on the strategic management basis.

2. Brief Literature Review

Current scientific study reviews the pool of problems which has significantly large history of
research in foreign countries and quite short research history in post-Soviet countries. The follo-
wing scientists are considered as classics of modern social entrepreneurship theory: J. Mair and
I. Marti (2006) [1], A. Peredo and M. MacLean (2006) [2] and others.

Among recent publications, the following papers (and authors) are of interest: Y. Blagov and
Y. Aray (2019) [3] study typologies of social entrepreneurship in the Russian Federation and pro-
vide description of corresponding models on the basis of deep understanding of current insti-
tutional context and social entrepreneurship’s positioning with regard to market and non-mar-
ket activity; I. Bozhikin, J. Macke and L. F. da Costa (2019) [4] examine modern state of so-
cial entrepreneurship and its connection with government and key non-government subjects;
M. M. Ashraf, M. A. Razzaque, S. T. Liaw, P. K. Ray and M. R. Hasan (2019) provide analysis of
conceptual business model application by non-government organizations; N. Cuta, P. Dey and
Ch. Steyaert (2019) [6] make an extensive overview of various approaches of social entrepreneur-
ship application as an important modern phenomenon; M. S. Satar, and S. Natasha (2019) [7] pre-
sent the scale instrument of entrepreneurial orientation measurement of social entrepreneurs on
the example of India; P. Spieth, S. Schneider, T. Clauss and D. Eichenberg (2019) [8], reveal four
factors of social business models’ value after analysing data of German social companies:

1) responsible efficiency;

2) complementarity of influence;
3) shared values;

4) innovations of integration.

The researchers who dedicated their studies to peculiarities of social entrepreneurship deve-
lopment in China, Chile and several European countries, are: T. Haddad (2019) [9], P. Muhoz and
J. Kimmitt (2019) [10], and U. H. J. Kdrtner (2019) [11]. E. Lamy (2019) [12] proposes institutional re-
forms which can encourage entrepreneurs to self-organize in support of actions of the most social-
ly oriented entrepreneurs, thereby providing their stability.

The study of I. L. Bahena-Alvarez, E. Corddn -Pozo and A. Delgado-Cruz (2019) [13] reveals four
models of social entrepreneurship organization (according to achieved level of responsible inno-
vations) on the basis of interviewing of 100 small and middle Mexican enterprises, as well as clus-
ter analysis: «Scientific-technical organization», «Techno-social organization», «Capitalist-public or-
ganization», and «Capitalist organization». «Scientific-technical organization» appeared to be the
most capable model for Mexican social entrepreneurs.

Successful usage examples of business models in social entrepreneurship are presented in the pa-
per by S. Pattinson (2019) [14]. The author reviews how independent charity company «Hextol Foun-
dation» (which goal is improving life quality of young people with limited capabilities or suffering va-
rious psychological disorders) utilises business model mindset as a part of solution-making process
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for social entrepreneurial business model development. The problems which arise in front of entrepre-
neurs (who are driven by social goals, as well as necessity to make profit) are described in great detail.
This example demonstrates understanding of business model within social enterprise context.

Social entrepreneurs utilise innovations in their activity frequently. R. Lubberink, V. Blok, J. van
Ophem and O. Omta (2019) [15] propose in their paper a synthesized model of integrated strategies
with responsible implementation of innovations, which includes implementation and scaling inno-
vations by social entrepreneurs.

In the paper by R. Lang and M. Fink (2019) [16], the analysis of horizontal and vertical network
strategies, typical for rural social entrepreneurs and their business models, is conducted. The inter-
action methodology of rural entrepreneurs and their institutional environment was developed.

Simultaneously, if problems of classification and development peculiarities of organizations
(which have some social orientation in economic activity) are in accumulation stage of critical mate-
rials mass, then, research of social entrepreneurship through the lens of applied business models,
algorithms and templates for them has not been carried out in Kazakhstan yet.

3. Purpose

Classification of business models in social entrepreneurship (Kazakhstan as an example)
for development of methodical approaches to business models’ design and their development
strategies.

4. Results

Business model is an empirical projection of corporate strategy which reveals the idea of new
value creation, a business process of value chain creation and its operational management, as well
as necessary resources for realization of a model and means to acquire income.

Modern business model concepts are based on four elements: what (value), who (target consu-
mers), how (mechanism of creation and proposal of value to a consumer), why (mechanism of extrac-
tion and appropriation of income from selling value to consumers). Working with a business model as-
sumes strategic and operational component. There are the following elements within the former: va-
lue offer, consumer segments, key resources, and key activity types. Within the latter, the operational
model is formed, including: logistic and marketing activity support and sources of commercial effect.

In our study, we shape typical models of social entrepreneurship on the basis of synthesis of
business model’s typical structure (what, who, how, why) and inclusive business model, which de-
fines its content as inclusion into value creation chain and provision of a final product (or service) to
the target groups. We consider such approach the most productive, as it enables to monitor which
business model’s element creates social effect. Usually, in case of social entrepreneurship, social
effect should be created no less than in two elements.

Since the study’s subject is business models of social entrepreneurship, we researched fo-
reign experience of business models implementation by successful companies in global econo-
my - 55 innovation models, among which 8 business model types which can be utilized by social
entrepreneurs were singled out (Table 1).

We defined five types of business models and evaluated those activity types, which exist in Ka-
zakhstan nowadays, from the point of view of classification presented in Table 1 (Table 2).

Further, we have revealed main types of social entrepreneurship and their applied business mo-
dels in Kazakhstan. Considering features of social value creation in a company, we have defined
four types of it, namely: non-commercial organizations (NCO) that have regular income activity; so-
cial enterprises or subjects of various property forms; socially responsible companies; large compa-
nies, which are conducting socially responsible business. The last ones usually prefer to save con-
trol over expenditures for social value or carry out the social project themselves.

Study methodology of discovering main types of social entrepreneurship and their applied busi-
ness models in Kazakhstan encompassed research throughout maximum possible quantity of infor-
mation sources: interview with head of company, information from company’s site (if available), inter-
view of firm’s clients (social value consumers), informal interaction with company’s employees, etc.

During June-August 2017, we have conducted extensive interview with managers of non-com-
mercial organizations in Karagandynsky and Akmolinsky regions, as well as NCOs which were
provided by information database of the Eurasia Foundation of Central Asia (EFCA). EFCA mobili-
zes public and private resources, helping citizens to find and promote effective solutions to public
problems on the national and regional level.
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The following 24 social entrepreneurship organizations were surveyed: «National Federation of
Professional Combat Sports Jiu Jitsu «Profi-Fight»; «Kazakhstan Football Federation»; «<SOS Chil-
dren’s Village Temirtau»; public funds «Temirtau Youth Club», «Best for Kids», «Tan Zhuldyz», «Sport
Concept»; public unions: «Vereinigung der Deutschen Kasachstans Wiedergeburt», «Jewish Welfare
Centre «Hesed Miriam», «Luchik Nadezhdy»; equestrian club «Zerbulak»; Complex Therapy Centre
«Kenes»; Canine Therapy Center «Lapa Pomoschi»; Charity Shop «Radost»; Rest Home «Solnech-
nyi Den»; «<ETO-Dvor» Project; Internet-shop «InvaMade»; wickerwork craft shop «Green TAL»; so-
cial enterprise «Shanyrak»; «Sheber Workshop»; «Eco Product Group» project; «Green Technolo-
gies Academy» project; «Kazecopolimer» Ltd.

The interviewing was conducted with a questionnaire. The objective was to reveal experi-
ence of engagement in profitable activity or project realization plans, which will provide perma-
nent income. The questionnaire consisted of 15 open questions, aimed to reveal the following:
mission of organization; intentions to develop profitable activity on the regular basis; utilized
business model; understanding of business model’s essence for organizational development;
financial sources for realization of the social entrepreneurship concept, mechanism of income
acquisition; average project realization terms, support for workers in harsh life conditions, and
others.

The survey revealed four business models, which are applied by non-commercial organizations
for the development of profitable activity: No. 1 - «Accessibility of product/service in case of stan-
dard offer» (National Federation of Professional Combat Sports Jiu Jitsu «Profi-Fight»; «Kazakhstan
Football Federation»); No. 2 - «Additional income from cheap resources and available IT» (creation
and promotion of side products) («Temirtau Youth Club», «Best for Kids»); joint models No. 7 - «Ac-
cessibility of product/service in case of standard offer» and No. 5 - «Maximum assets utilization»
(«Vereinigung der Deutschen Kasachstans Wiedergeburt», «Jewish Welfare Centre «Hesed Miriam»,

Table 1:
8 business model types utilized by social entrepreneurs

Source: Assembled by the authors using [17]
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Table 2:
Typical business models of social entrepreneurship in Kazakhstan

Note: Target groups are socially vulnerable groups of citizens
(disabled people, orphan homes graduates, low-income citizens etc.)

Source: Assembled by the authors

NCO «Luchik Nadezhdy»; «SOS Children’s Village Temirtau»); No. 3 - Platform for contacts, inclu-

ding auction and crowdfunding (public fund «Tan Zhuldyz»).

Among studied 24 organizations, 80% are large companies that are engaged in socially respon-
sible business. They are either directly investing into construction of social objects or perform dedi-
cated financial actions regarding social and ecological projects, as well as individuals. Two compa-
nies (10%) have their own charity funds controlled top to bottom.

Among socially responsible companies, there are those that possess business model for disabled
workers involvement (there are whole departments consisting of disabled workers only). We have re-
vealed three such companies in Karaganda region, which are regular business organizations that star-
ted employing disabled workers on certain stage. In such a way, 20% of companies out of 24 large
companies may be attributed to socially responsible business. They participate in creation of large
charity funds, but do not handle their management. One company may be noted as hybrid, because it
is involved in financing of the public charity fund and direct support of individuals and projects.

We have defined three types of business models among the group of companies, which can be
definitely identified as social entrepreneurs, namely:

1. The model of accessibility of product/service in case of standard offer is based on providing ser-
vices to the target groups (disabled children and adults, orphan home graduates, families with low
income). The model is based on offering services with high demand potential and creation of scale
effect for returning business investments, while redistribution of resources (or profit share) for pro-
viding services to children from low-income families takes place. This model exists in reality in va-
rious options. The following enterprises in Kazakhstan employ such model: equestrian club «Zer-
bulak»; Complex Therapy Center «Kenes»; Public Fund «Sport Concept»; charity shop «Radost».

2. The model of additional income from cheap resources and available IT (creation and promotion of
side products). This model is based on participation of the target groups in the labour process and
initially planned low rate of return. It is aimed at utilization of cheap resources, as well as maximum
offer diversification and offer cost reduction through easily accessible IT. The following projects
in Kazakhstan are using this particular model: Internet-shop «InvaMade»; business-incubator for
craftsmen «Sheber»; wickerwork craft shop «Green TAL»; social enterprise «Shanyrak».
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3. The model of additional income from «green» resources and (or) technologies. This model is about
ecologic and innovation technologies, but the businesses we have found, despite similarity in
application of innovation technologies, possess various problems and development possibilities.
Target consumers in such model are the whole society and farmers as part of a society with high
risks of income reduction. Larger investments are required for the development of such busi-
nesses, and social enterprises usually do not have access to them. Typical examples are «Eco
Product Group» project; «Green Technologies Academy» project and «Kazecopolimer» Ltd.

By strategic analysis of two types of social entrepreneurship (on the basis of non-commercial or-
ganizations and actual social enterprises) the following conclusions were made:

1) In the sector of non-commercial organizations, two business models develop quite steadily:

No. 1 - «Accessibility of product/service in case of standard offer» and No. 5 - «Maximum as-
sets utilization». Organizations that operate within the social protection and sports spheres
usually employ highly qualified personnel, possess ability to utilize available assets to the li-
mit due to significant experience, so they are able to support stable operation. Individual price
strategy is the strength which allows providing resources redistribution.
Nevertheless, facilities and equipment are weak there, and do not provide any ability to expand
activity types without additional effort. Simultaneously, the problem is that such organizations do
not possess necessary operation skills for work on competitive markets or precise positioning
of offered services; they do not unite into network structures either. They practically do not have
any strategy of business model development (excluding sport service organizations), they do not
unite for mutual advertising and shared access to advertising resources in social networks.

2) Organization that have originally been set up as business projects with involvement of the target
groups into production process from the beginning, usually utilize the model No. 2 - «Additional in-
come from cheap resources and available IT» (creation and promotion of side products). They are
based at initial planning of low return rate and low prices for products and services. They apply wide-
ly available IT which allow production of mentioned products and provision of services, given that
middle level specialist training is present. Usually, they utilize maximum offer diversification strategy,
attempting to produce everything they can and sell it through the Internet. Obvious problem of such
firms is absence of precise development strategy and marketing programme, as well as analysis of
their competitive advantages. The weak part is absence of network interaction as well.

3) Organizations created as business projects where target groups are consumers of services,
usually operate in the sectors of high demand for services or goods and offer availability by
price and location. They are dedicated to model No. 7 - «Accessibility of product/service in
case of standard offer». These services are less specific than special social services or sports
services, they may be considered as development and health services. They possess smaller
experience of providing services than non-commercial organizations, so the model No. 1 has
not been accomplished by the model No. 5 so far, but it is an absolute necessity for survival
and development. Those failed to do that after 3-4 years since project start, do not survive.
Majority of projects in such a model also possess problems of development strategy and marke-
ting strategy absence, which would be based on demand forecast. There is no connection with
another social entrepreneurship subjects for mutual advertising and using their expertise to the
limit either.

4) A group of projects within the model No. 4 - «Additional income from «green» resources and (or)
technologies may be called industrial. Target groups in such projects may be integrated into pro-
duction process or be consumers of goods (like farmers). These projects have various problems,
but in general they feature significant capital intensity. These projects’ peculiarity is minor integra-
tion into society and lesser possibilities to join in network structures, which does not lower sig-
nificance of such cooperation.

We have developed methodical providing of social entrepreneurship business model’s design.
The developed algorithm of creation and evolution of social enterprise’s business model which can
be used by a potential social entrepreneur consists of five consecutive stages:

1. Looking for an idea and assessment of business potential (matrix);

2. Business planning;

3. Funds lookup (attracting investments);

4. Shaping up (developing) a team, partnership, volunteer network;

5. Operation activity, scale growth, replication of operation activity, modification of the business
model.
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The «Looking for an idea and assessment of business potential» stage can be formalized by the
matrix with four aggregated indices:
1. Social value production potential;
2. Competitiveness potential;
3. Economic value production potential;
4. Business stability potential.
Further, we have developed business model development strategies for social entrepreneurship.
The business model development strategies for social entrepreneurship may be presented in the
following structure:

e Scalability of operation (bringing new clients for «traditional» or «new» service, which is usually
complementary). Development strategy requires changes in single block or two blocks of busi-
ness model.

* Replication of operation (geographic expansion and emergence to new local markets with the
already tested offer). Development strategy requires changes in single block or two blocks of
business model. The example is National Federation of Professional Combat Sports Jiu Jitsu
«Profi-Fight», a non-commercial organization which works on development of this sport has
10 founder members and several sponsors. It carries out the project for setting-up jiu jitsu
sport classes in orphan homes. Almost each large and middle-sized city in Kazakhstan has a
Federation’s branch where one of departments handles work with orphan homes. The clas-
ses are free of charge, costs for coach wages are provided from income in other departments
which provide commercial services for kids (ordinary commercial service).

* Business model modification. Such development strategy requires changes in three or four
blocks, it is the most elaborate strategy, which requires separate business plan, marketing pro-
gramme, personnel handling for project start, assessment possibilities of supporting a project
until profit stage begins.

e Creation of partner structures is a complex strategy which links first level strategies in various
combinations. A complex strategy can be carried out in creation of branches, alliances and social
franchising. Each complex strategy may employ replication strategies (new geographic areas),
scaling strategies (3 options), modifications of the business model.

5. Conclusions

The idea of a business model on the current stage of economic science development is
connected with such concepts as corporate strategy, value creation chain and business process.
Business model is an empirical projection of corporate strategy which reveals the idea of new va-
lue creation, the business process of value chain creation and its current management, neces-
sary resources for model’s realization and income acquisition ways. Modern ideas of business
model are based on its four elements: what (offered value), who (target consumers), how (value
creation mechanism and offering it to a consumer) and «why» (income extraction and acquisition
mechanism out of selling value to a consumer). Working with business model involves strategic
and operational components. The following elements are involved within the first one: value offer,
consumer segments, key resources, and key activity types, while within the second one - opera-
tion model (logistical, marketing support and commercial effect sources).

Considering features of social value creation, four different types are distinguished in a compa-
ny: non-commercial organizations that have activity with continuous income; social enterprises or
subjects of various property forms; socially responsible companies; large companies engaged in
socially responsible business.

Taking into account the results of in-depth interview, four business models were revealed, which
are being applied by non-commercial organizations in Kazakhstan for development of profitable
activity: No. 1 - «Accessibility of product/service in case of standard offer»; No. 2 - «Additional in-
come from cheap resources and available IT (creation and promotion of side products)»; joint mo-
dels No. 1 - «Accessibility of product/service in case of standard offer» and No. 5 - «Maximum as-
sets utilization»; and No. 3 - «Platform for contacts, including auction and crowdfunding».

The paper presents analysis of social entrepreneurship business models in Kazakhstan. The
mentioned analysis provides us with a possibility to make the following conclusions.

In the NCO sector, the models No. 1 - «Accessibility of product/service in case of standard offer»
and No. 5 - «Maximum assets utilization» develop quite stably in Kazakhstan. Organizations which
were initially created as business projects with bringing target groups into production process mostly
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choose the model No. 2 - «Additional income from cheap resources and available IT (creation and
promotion of side products)». The group of projects developed by the model No. 4 - «Additional in-
come from «green» resources and (or) technologies», may be called industrial. Target groups in
such projects may be integrated into production process or be goods consumers (like farmers).

Creation of social enterprise’s business model may be presented in the form of an algorithm,
which states each stage of formation and development of the business model. An algorithm in-
cludes the following stages: looking for an idea and assessment of business potential (matrix); busi-
ness planning; funds lookup (attracting investments); shaping up (developing) a team, partnership,
volunteer network; operation, scale growth, its replication, modification of business model.

Strategic development scenarios of business models of social entrepreneurship were deve-
loped: scalability of operation; replication of operation; modification of the business model; crea-
tion of cooperating structures.

In such a way, the paper reveals methodological approach to identification of types and busi-
ness models of social entrepreneurship in order to identify their development mechanisms in Ka-
zakhstan. The acquired results may be useful for all organizations, all kinds of property forms which
create economic and social value continuously. We are hopeful that the acquired results will be use-
ful for enterprises within the social entrepreneurship sphere, for development and formation of their
business model strategies.

References

1. Mair, J., & Marti, I. (2006). Social entrepreneurship research: A source of explanation, prediction, and delight. Journal of
World Business, 41(1), 36-44. doi: https://doi.org/10.1016/j.jwb.2005.09.002

2. Peredo, A. M., & McLean, M. (2006). Social entrepreneurship: A critical review of the concept. Journal of World
Business, 41(1), 56-65. doi: https://doi.org/10.1016/j.jwb.2005.10.007

3. Blagov, Y. E., & Aray, Y. N. (2019). The emergence of social entrepreneurship in Russia. Social Enterprise Journal, 15(2),
158-178. doi: https://doi.org/10.1108/sej-05-2018-0043

4. Bozhikin, I., Macke, J., & da Costa, L. F. (2019). The role of government and key non-state actors in social entrepreneurship:
A systematic literature review. Journal of Cleaner Production, 226, 730-747. doi: https://doi.org/10.1016/j.jclepro.2019.04.076
5. Ashraf, M. M., Razzaque, M. A,, Liaw, S. T., Ray, P. K., & Hasan, M. R. (2019). Social business as an entrepreneurship
model in emerging economy: Systematic review and case study. Management Decision, 57(5), 1145-1161. doi:
https://doi.org/10.1108/md-04-2017-0343

6. Cuta, N., Dey, P., & Steyaert, Ch. (Eds.) (2019). Social Entrepreneurship. An Affirmative Critique. Voluntas, 30, 614-615.
Cheltenham UK: Edward Elgar Publishing Ltd. doi: https://doi.org/10.1007/s11266-019-00098-4

7. Satar, M. S., & Natasha, S. (2019). Individual social entrepreneurship orientation: towards development of a
measurement scale. Asia Pacific Journal of Innovation and Entrepreneurship, 13(1), 49-72. doi: https://doi.org/10.1108/
apjie-09-2018-0052

8. Spieth, P., Schneider, S., Clauss, T., & Eichenberg, D. (2019). Value drivers of social businesses: A business model
perspective. Long Range Planning, 52(3), 427-444. doi: https://doi.org/10.1016/].Irp.2018.04.004

9. Haddad, T. (2019). Social Entrepreneurship and Citizenship in China. The Rise of NGOs in the PRC. Europe-Asia
Studies, 71(3), 525-526. doi: https://doi.org/10.1080/09668136.2019.1593633

10. Mufioz, P., & Kimmitt, J. (2019). Social mission as competitive advantage: A configurational analysis of the strategic
conditions of social entrepreneurship. Journal of Business Research, 101, 854-861. doi: https://doi.org/10.1016/j.
jbusres.2018.11.044

11. Kértner, U. H. J. (2019). Social Entrepreneurship (Social Business) in Europe and its Importance for diaconal
companies in Germany. Zeitschrift Fur Evangelische Ethik, 63(2), 117-130. doi: https://doi.org/10.14315/zee-2019-
630206 (in German)

12. Lamy, E. (2019). How to Make Social Entrepreneurship Sustainable? A Diagnosis and a Few Elements of a Response.
Journal of Business Ethics, 155(3), 645-662. doi: https://doi.org/10.1007/s10551-017-3485-7

13. Bahena-Alvarez, I. L., Corddon-Pozo, E., & Delgado-Cruz, A. (2019). Social Entrepreneurship in the Conduct of
Responsible Innovation: Analysis Cluster in Mexican SMEs. Sustainability, 11(13). doi: https://doi.org/10.3390/su11133714
14. Pattinson, S. (2019). The Hextol Foundation: Building a sustainable social enterprise business model International
Journal of Entrepreneurship and Innovation, 21(1), 72-80. doi: https://doi.org/10.1177/1465750319879023

15. Lubberink, R., Blok, V., van Ophem, J., & Omta, O. (2019). Responsible innovation by social entrepreneurs:
an exploratory study of values integration in innovations. Journal of Responsible Innovation, 6(2), 179-210. doi:
https://doi.org/10.1080/23299460.2019.1572374

16. Lang, R., & Fink, M. (2019). Rural social entrepreneurship: The role of social capital within and across institutional
levels. Journal of Rural Studies, 70, 155-168. doi: https://doi.org/10.1016/j.jrurstud.2018.03.012

17. Gassmann, O., Frankenberger, K., & Csik, M. (2013). Geschéftsmodelle entwickeln: 55 innovative Konzepte mit dem
St. Galler Business Model Navigator. Carl Hanser Verlag GmbH Co KG, St. Gallen (in German).

Received 16.06.2019

Received in revised form 28.08.2019
Accepted 30.08.2019

Available online 30.09.2019

Ayaganova, M., Pritvorova, T., Mamrayeva, D., & Tashenova, L. / Economic Annals-XXI (2019), 178(7-8), 96-104

104


https://doi.org/10.1016/j.jwb.2005.09.002
https://doi.org/10.1016/j.jwb.2005.10.007
https://doi.org/10.1108/sej-05-2018-0043
https://doi.org/10.1016/j.jclepro.2019.04.076
https://doi.org/10.1108/md-04-2017-0343
https://doi.org/10.1007/s11266-019-00098-4
https://doi.org/10.1108/apjie-09-2018-0052
https://doi.org/10.1108/apjie-09-2018-0052
https://doi.org/10.1016/j.lrp.2018.04.004
https://doi.org/10.1080/09668136.2019.1593633
https://doi.org/10.1016/j.jbusres.2018.11.044
https://doi.org/10.1016/j.jbusres.2018.11.044
https://doi.org/10.14315/zee-2019-630206
https://doi.org/10.14315/zee-2019-630206
https://doi.org/10.1007/s10551-017-3485-7
https://doi.org/10.3390/su11133714
https://doi.org/10.1177/1465750319879023
https://doi.org/10.1080/23299460.2019.1572374
https://doi.org/10.1016/j.jrurstud.2018.03.012

