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How Social Ventures Grow: Understanding the Role of Philanthropic Grants in Scaling 

Social Entrepreneurship 

ABSTRACT 

While early-stage finance is critical to the growth of most ventures, it is even more important for 

social ventures as they face the challenges of balancing their social and commercial objectives. 

Drawing on institutional logics and signaling theory, this study uses a panel dataset of 3,401 

nascent social ventures to investigate the important role philanthropic grant funding plays in the 

organizational and financial development of social ventures. We find mixed results, with positive 

effects on employment and subsequent access to debt finance, but no effects on revenues and 

access to equity. Our findings connect these theories by suggesting philanthropic grants provide 

social ventures with flexibility to invest in human capital without pushing them to pursue short-

term financial objectives, and that receiving a philanthropic grant provides a signal that is 

interpreted differently by debt and equity financiers. These findings are especially relevant as 

funders increasingly use grants to support social entrepreneurship.   

Keywords: Social entrepreneurship, social finance, philanthropy, institutional logics, signaling, 

grants 

 

Many early-stage ventures struggle to access financing due to liabilities of newness and smallness 

(Zimmerman & Zeitz, 2002), and information asymmetry (Plummer et al., 2016; Wiklund, Baker, 

& Shepherd, 2010).1 Much more than their commercial venture counterparts, the limited access to 

early-stage finance represents a business challenge for social entrepreneurs, with many investors 

wary of investing in ventures with dual objectives (Bridgstock et al., 2010; Scarlata et al., 2016), 

or having unrealistic financial return expectations (Dichter et al., 2013; Koh et al., 2012). Like 

their commercially oriented counterparts, ventures with a pro-sociality focus (Branzei et al, 2018; 

Shepherd, 2015), or what we call social ventures in this study, need a constant infusion of capital 

to scale their social and financial impact (Bildner, 2017), which is a key reason why financial 

sustainability is cited as the critical link between growth and maximizing social impact (Dees, 

2008; Scarlata & Alemany, 2010; Smith & Besharov, 2019). These challenges are even more 

pronounced for ventures that specifically target markets at the base of the pyramid, where the road 
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to profitability is often long and tenuous (Koh et al., 2012; Kolk et al., 2014; Renko, 2013;). The 

global COVID-19 pandemic is revealing the interdependence of business and society, and the 

pressing need to tackle global social challenges more clearly than before (Bapuji et al., 2020). With 

capital sources likely to dry up in the wake of the pandemic, social ventures will face even greater 

challenges in accessing the right mix of flexible finance they need to grow (Global Impact 

Investing Network, 2020; Winkler, 2020). Philanthropic funding is likely to play a critical role in 

tackling the public health challenge and recovery (Murray, 2020), making this study both timely 

and relevant. 

In this study, we ask whether philanthropic grants can help social ventures grow, either by 

improving their own financial performance, or by signaling legitimacy to other stakeholders that 

provide commercial capital in the form of debt or equity. We build on the emerging 

entrepreneurship literature that focuses on purpose-driven entrepreneurship and take a holistic 

perspective on social entrepreneurial development (Doherty et al, 2014; Nason, Bacq & Gras, 

2018; Saebi et al., 2019; Short et al., 2009; Thompson et al., 2018) by examining interactions 

between different analytical levels (Saebi et al., 2018). To be more effective in tackling the most 

daunting social and environmental challenges (Kolk et al., 2014; Thorgren & Omorede, 2018), we 

recognize that social entrepreneurs will need support from a wide range of funding sources, with 

special priority at early stages (Branzei et al., 2018; Easterly & Miesing, 2009; Weidner et al., 

2016). In doing so, we answer the calls for greater scholarly attention to funding for prosocial 

organizations (Daggers & Nicholls, 2016; Wry & Haugh, 2018), which is considered to lag 

practice (Daggers & Nicholls, 2016). We contribute to the emerging literature on the capital mix 

for hybrid ventures and mechanisms of social venture financing (Cobb et al., 2016) such as 

crowdfunding and peer to peer innovations (Calic & Mosakowski, 2016; Lehner, 2013); 
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governments and foundations (Bosma et al., 2016); venture philanthropy and philanthropic venture 

capital (Gordon, 2014; Ingstad et al., 2014; Mair & Hehenberger, 2014; Scarlata & Alemany, 2010; 

Scarlata et al., 2016), developmental venture capital (Rubin, 2009), impact accelerators (Lall, Chen 

& Roberts, 2020), and impact investing (Höchstädter & Scheck, 2015).  

 The use of grant funding has received increasing attention in entrepreneurship more 

generally (Lall et al., 2019; McKenzie, 2017), as well as social entrepreneurship more specifically 

(Dees, 2008; Smith & Besharov, 2019). Governments, aid agencies, and donors have long 

provided grants and subsidized technical assistance for research and development in emerging 

industries (Fleming et al., 2019; Howell, 2017; Islam, Fremeth, & Marcus, 2018), to marginalized 

entrepreneurs in the United States (Carpenter and Loveridge, 2018; Mauldin 2012;), to 

microfinance institutions in developing countries (Dees 2008; Dugan & Goodwin-Groen, 2005; 

Morduch, 2007), and to social enterprises (Bosma et al. 2016; Smith & Besharov, 2019). Grants 

are the most common financial instrument used by donor agencies, to help accelerate market 

development in nascent social ventures (Rogerson et al., 2014), and provide the type of flexibility 

that other forms of capital often cannot (Smith & Besharov, 2019).  The Global Entrepreneurship 

Monitor estimates that between one-quarter to over half of all social ventures (depending on the 

region) receive grant financing (Bosma et al., 2016). Unlike other forms of finance such as debt or 

equity, grant financing is typically provided as a gift and does not require repayment or giving up 

a share of the firm. Grant finance ostensibly helps nascent ventures improve organizational 

performance by allowing them to enhance innovation, invest in hiring, and move closer to financial 

sustainability (Dees, 2008; McKenzie, 2017; Smith & Besharov, 2019;), which is regarded as an 

important milestone for social ventures in and of itself (Hehenberger, Mair, & Metz, 2019; Koh et 

al., 2012; Wry & Haugh, 2018). Receiving substantial funding may also enhance the reputation of 



5 
 

nascent ventures and serve as a signal of credibility to other prospective funders (Ahlers, 

Cumming, Günther, & Schweizer, 2015; Balboa & Marti, 2007; Howell, 2017; Islam, Fremeth, & 

Marcus, 2018). Finally, unlike other forms of capital such as debt and equity, that may be 

motivated by financial considerations, grant financing can help the venture expand its social 

mission and serve as guardrails to ensure its preservation (Smith & Besharov, 2019).  

As a theoretical frame, we use institutional logic theory to explain how social ventures 

operate in a space of organizational hybridity, where the acquisition of finance from both 

commercial and philanthropic sources provides important flexibility and legitimation benefits 

(Chertok, Hammoui, & Jamison, 2008). While most private financial providers are driven 

primarily by commercial institutional logic (e.g. traditional venture capital, banks), others like 

philanthropic foundations, governments, and donor agencies are closer to the social-welfare or 

values-led end of the spectrum (Nicholls, 2010), and primarily concerned about social impact 

(Smith & Besharov, 2019). We also use signaling theory (Alsos and Ljunggren, 2017; Connelly et 

al, 2011) to help explain how philanthropic grants can be used by social ventures to communicate 

signals of “quality” to other key stakeholders (Howell, 2017; Islam et al., 2018), which can then 

improve the likelihood of acquiring external investment capital by reducing inherent informational 

asymmetries in the social venture-investor relationship (Yang, Kher, & Newbert, 2020). 

 We contribute theoretically to the social entrepreneurship literature by connecting 

institutional logic theory and signaling theory to better understand what role philanthropic grant 

financing plays in strengthening what Smith and Besharov (2019, p. 1) refer to as “structured 

flexibility” of social ventures and more broadly, advance research on the under-examined role 

philanthropic grant financing might play in “scaffolding” organizational approaches to tackle 

multi-dimensional, complex, and inter-linked societal challenges (Mair, Wolf, & Seelos, 2016). 
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We test our hypotheses using a rich longitudinal dataset of 3,401 early stage social ventures that 

applied to 77 social accelerator programs (Roberts & Lall, 2019) from around the world. Our 

findings offer mixed evidence of the impact of philanthropic grant finance on social venture 

performance, with positive effects on employment and on ventures’ subsequent ability to access 

debt finance, but not on revenues or acquiring equity. Our study contributes to the broader 

literature on social finance and social entrepreneurship by providing a more nuanced picture of 

how different commercially oriented stakeholders perceive the signal of receiving grant funding, 

with important implications for social entrepreneurs seeking support from different sources. The 

positive effects on access to debt finance suggest that investors that are simply seeking fixed 

returns on their investment are likely to view grants as a positive signal, while those that expect 

outsize returns (equity investors) do not hold that view. Thus, our null results on equity investment 

support the assertion of Hehenberger et al., (2019) that philanthropy may be devalued in some 

parts of the social finance space. By embarking on a large-scale quantitative study (one of the first 

that we are aware of) on the topic, we contribute to the literature on the capital mix for hybrid 

ventures (Cobb et al., 2016) and connect institutional logics to signaling theory int he context of 

social entrepreneurship finance.  

Literature Review 

Philanthropic Grants and the Social Finance Spectrum 

Although philanthropic funders have at times been depicted as interested only in the social 

performance of the ventures they support, there is an emerging strand of literature which argues 

otherwise. Recent scholarship (Salamon, 2014; Scarlata & Alemany, 2010; Smith & Besharov, 

2019) suggests that philanthropic finance support of social ventures can enable the pursuit of 

commercial objectives to ensure greater and more effective scaling opportunities, while helping to 
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preserve their social mission. Philanthropic grants, even when offered by financiers that straddle 

dual institutional logics, is capital that is provided with no expectation of financial return. 

While strategic philanthropy by firms to nonprofit organizations in the context of corporate 

social responsibility has been widely studied (Barnett, 2007; Liket & Maas, 2016; Saiia et al., 

2003; Shumate et al., 2018; Yin, 2017), the role of philanthropic grants for social entrepreneurship 

is comparatively under researched and under-theorized. Teasdale (2010) and Chertok, Hammoui 

& Jamison (2008) suggest that social ventures draw on different aspects of their dual identity to 

attract different sources of commercial and philanthropic capital. We have some empirical (both 

qualitative and quantitative) evidence of this duality. According to the Global Entrepreneurship 

Monitor (GEM) special report on social entrepreneurship covering 58 countries (Bosma et al., 

2016), philanthropic funding sources like government programs, donations, and grants represent 

the second largest source of social entrepreneurship finance after the social entrepreneurs 

themselves, underscoring the importance of these socially oriented stakeholders at a global level. 

Using data from the GEM, Sahasranamam and Nandakumar (2018) observe that the presence of 

more philanthropy-oriented finance is an important factor in supporting financial capital 

investment towards social entrepreneurship entry. 

As Dees (2008) notes: “Philanthropists and social entrepreneurs are in a position to pursue 

business opportunities that do not appear to have a high profit potential but that constructively 

engage the poor, because profits are not their primary consideration and measure of success. They 

can take the risks, subsidize higher cost structures, and be more patient than profit-seeking 

investors and entrepreneurs” (p. 125). Receiving philanthropic capital can help these nascent social 

ventures attract larger pools of capital from commercial and social investors and to reach higher 

level of economic as well as environmental and social sustainability (Desjardins et al., 2014; 



8 
 

Scarlata et al., 2016; Scarlata & Alemany, 2010). Finally, as Smith and Besharov (2019) argue, 

external stakeholder relationships can act as “guardrails” (p. 13) for each mission, moderating the 

hybrid organization’s path between the extremes of either institutional logic. As they describe in 

the case of Digital Divide Data, philanthropic grants gave the venture the flexibility to prioritize 

its social mission, while continuing to earn sufficient revenues and attract other forms of finance. 

Social ventures are especially at risk of suffering mission drift (Ebrahim et al., 2014), so the 

combination of socially motivated philanthropic grants and commercially oriented debt and equity 

can help social ventures attain financial sustainability and maximize their social impact (Smith & 

Besharov, 2019). It is no surprise, then, that international development agencies (e.g., the Global 

Innovation Fund, the International Finance Corporation, USAID), foundations (e.g., Omidyar 

Network, the Case Foundation), and other funders have developed extensive programs to support 

social entrepreneurship through philanthropic grants that promote the pursuit of financial 

performance (Gordon, 2014; Rogerson et al., 2015; Shaw et al., 2013). 

Philanthropic grants are one of the range of financial instruments used in the emerging field 

of social finance, which has grown in parallel to and is intrinsically interlinked with social 

entrepreneurship (Miller et al., 2012; Nicholls & Pharaoh, 2008; Ormiston & Seymour, 2014). 

Although there is rapidly emerging scholarship on a wide range of social finance issues in 

management and development literature (see for instance, Hehenberger, Mair & Metz, 2019 for 

impact investing; Cobb, Wry, & Zhao, 2016 for microfinance; Mollick and Robb, 2016 for the 

role of crowdfunding in democratizing innovation; and Lall, Chen & Roberts, 2020 for impact 

accelerators), there has been comparatively less scholarly attention paid to the relationship 

between social finance and social entrepreneurship (Daggers & Nicholls, 2016; Lall, 2019). Much 

of the academic literature in social entrepreneurship focuses on the entrepreneur and the 
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organization (see Saebi et al., 2018 for a review), without examining how different stakeholders 

(with heterogeneous motives) influence their actions (Bridoux & Stoelhorst, 2014; Nason, Bacq, 

& Gras, 2018). While some scholars have examined the direct influence of external resource 

providers such as philanthropic and other social finance organizations on social entrepreneurs (see 

Nicholls, 2010; Roberts & Lall, 2019; Spiess-Knafl & Aschari-Lincoln, 2015; Zhao & Lounsbury, 

2016), rigorous quantitative research on the topic remains limited, especially when we consider 

the spectrum of social finance options described by Nicholls (2010). 

Some of the gap in academic scholarship on social finance and social entrepreneurial 

finance issues has been filled in recent years by practitioner groups and consulting firms, including 

the Impact Management Project, the Global Impact Investing Network (GIIN), the Aspen Network 

of Development Entrepreneurs, the Monitor Group, and Acumen Fund. For instance, in a widely 

cited report by Acumen and the Monitor Group (now FSG), Koh et al., (2012) describe the 

importance of philanthropic grants to fill the “pioneer gap” (p. 10) in social entrepreneurship – 

helping nascent social ventures in a new field attain self-sufficiency and become investment-

worthy. Similarly, several of the Global Impact Investing Network’s examples of “catalytic first-

loss capital” illustrate the use of philanthropic grants as a way to address the systemic 

underinvestment in early stage social entrepreneurs and harder to fund social dilemmas (e.g., 

homelessness) (GIIN, 2013).3 Whether one labels the financial instrument as catalytic finance, 

innovative development funds, or technical assistance; many social finance practitioners believe 

some type of philanthropic grants are necessary to drive these hybrid ventures to financial 

sustainability and to legitimize them to other key stakeholders (Desjardins et al, 2014; Koh et al., 

2012; Rogerson et al., 2015).  
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Dual Institutional Logics of Social Ventures and Social Finance 

The concept of dual institutional logics (social and commercial) is the most widely used theoretical 

framework for studying social entrepreneurship, reflecting the inherent tensions and instability of 

the construct (Battilana & Dorado, 2010; Ebrahim et al., 2014; Pache & Santos, 2013; Zhao & 

Lounsbury, 2016) in management literature. Most importantly, social ventures do not exist in a 

vacuum, and the institutional logics that influence their behavior may be internal as well as external 

(Besharov & Smith, 2014; Lee & Battilana, 2013; Nicholls, 2010; Ometto et al., 2018; Zhao & 

Lounsbury, 2016). As noted by Greenwood et al (2011, p. 317), “organizations face institutional 

complexity whenever they confront inherent incompatible prescriptions from multiple institutional 

logics.” 

To address such institutional complexity, scholars and practitioners generally agree that 

the dual institutional logics of social ventures might be easier to understand if social finance 

providers were to be viewed as a spectrum based on their emphasis on expected social and/or 

financial returns. Conceptually, philanthropists and other grant providers tend to focus primarily 

on social impact, with no regard to financial returns, while at the other end of the spectrum, 

commercial rate investors may invest in social ventures only if they expect a market-rate return 

(Nicholls, 2010; Nicholls & Pharaoh, 2008). Nicholls (2010) describes the two dominant 

institutional logics among social entrepreneurship investors: a mainstream market-based logic 

(zweckrational), and a values-led logic (wertrational), which place equity and debt closer to the 

commercial end of the spectrum and philanthropic grants closer to the values-led or “social” end.  

Nicholls (2010) observes that financial instruments like bank loans and venture capital are 

both embedded in the market-based logic, and primarily motivated by financial objectives. Social 

venture capital funds, impact investors, and community lending institutions that employ debt or 
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equity typically expect some financial returns but are primarily motivated by social objectives 

(Miller et al., 2010; Rubin, 2009). Within the social finance spectrum, these types of funders have 

typically been studied the most, particularly with respect to their motivations (Miller et al., 2010), 

their investment approaches (Mair & Hehenberger, 2014; Rubin, 2009; Spiess-Knafl & Aschari-

Lincoln, 2015), and their financial performance (Gray et al., 2015). Further along the social finance 

spectrum lies the "venture philanthropy" model (Letts et al., 1997; Mair & Hehenberger, 2014), 

which is an even more socially motivated, patient and risk-tolerant source of capital for social 

entrepreneurs (Gordon, 2014; Nicholls, 2010). While there are several types of funding 

mechanisms available to social entrepreneurs (e.g. philanthropy, business plan competitions, 

government sources, donor agencies, etc.), a key characteristic of philanthropic finance providers 

(as compared to traditional and commercial-oriented impact investors) is that they are even more 

rooted in the social welfare logic, since they primarily seek a social impact outcome, and no direct 

financial return. Finally, some hybrid social finance providers use multiple financial instruments, 

depending on the specific investment.4 Figure 1 accordingly updates the spectrum from Nicholls 

(2010) and Balbo et al. (2016) to reflect the dualism of social finance practice, and the distribution 

of financial instruments employed by different actors, ranging from traditional foundations to 

commercial finance funds.  

------- 

Insert Figure 1 about here 

------- 

Nascent social ventures, like their commercial counterparts at similar stages, are likely to 

be capital-constrained, resulting in an under-investment in human resources and reduced revenue 
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growth (Davidson & Honig, 2003; McKenzie, 2017). Therefore, we expect philanthropic grants to 

help social ventures scale their business impacts by giving them the necessary organizational and 

financial resources to invest in hiring additional workers and to expand their core business. As 

Harvey et al. (2011), Shaw et al. (2012), and Balbo et al., (2016) observe, grants are tied to 

performance outcomes, and philanthropic funders often make future grants contingent on 

achieving certain social and commercial milestones. Hehenberger, et al. (2019) describe the 

evolution of dominant ideologies in impact investing over time, highlighting the prioritization of 

the commercial logic over the social logic. In a rich descriptive study, they find that early in the 

field’s development, social finance providers began devaluing certain aspects of traditional 

philanthropy like the close dependent relationships between donors and grantees, leading to an 

emphasis on financial self-sufficiency. This devaluing meant that grants came to be viewed as a 

subservient form of social finance to be employed primarily in the pursuit of commercial 

performance (Hehenberger et al., 2019). Thus, drawing on Smith & Besharov’s (2019) 

conceptualization of “guardrails”, we suggest that philanthropic grant financing (typically from 

stakeholders rooted in the social logic) can help protect the organization’s social objectives against 

mission drift, while encouraging the pursuit of financial performance.5  

Examples of this perspective abound in practice: USAID’s Development Innovation 

Ventures provides a structured, multi-stage grant program for social entrepreneurs in various social 

and sustainable sectors (USAID, 2016). Similarly, foundations like the U.S-based Draper Richard 

Kaplan Foundation, whose core mission is to support high-impact social ventures, provide 

extensive guidance to help their portfolio ventures reach their full growth potential. Consequently, 

even though these funders are enacting a social welfare logic, the outcomes they seek to stimulate 

are both social and commercial in nature. Grants are structured in multiple stages, requiring social 
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ventures to meet certain organizational performance milestones (both social and financial) before 

receiving additional rounds of funding (Gordon, 2014; Scarlata et al., 2016; Shaw et al., 2012; 

Smith & Besharov, 2019). Consequently, we propose the following hypotheses: 

Hypothesis 1: Social ventures that have received a grant will show improved revenues in 

the following year, compared to those that did not receive any grant funding. 

 

Hypothesis 2: Social ventures that have received a grant will have more employees in the 

following year, compared to those that did not receive any grant funding. 

 

Philanthropic Grants as Signals to Prospective Investors  

Even for traditional entrepreneurs in the United States (where the financial ecosystem is 

much stronger for entrepreneurs) and around countries around the world, it should be noted that 

the lack of access to capital is often cited as the one of the greatest barriers to entrepreneurship. 

For instance, while bank lending, venture capital, and other forms of private institutional capital 

dominate the investment landscape and receive the greatest attention in both the scholarly and 

practitioner research, 81 percent of traditional entrepreneurs in the United States do not receive 

bank loans or venture capital (Hwang et al, 2019). 

In the absence of credible information on the prospects of future performance, many 

investors rely on what might be best referred to as “signals” of venture quality and legitimacy, 

especially the actions of third-party institutions like other financiers (Balboa & Marti, 2007; 

Ebbers & Wijnberg, 2012; Gompers, 1996; Islam, Fremeth, & Marcus, 2018). We believe that 

signaling theory (Connelly et al, 2011; Hahn and Reimbach, forthcoming; Spence, 2002) offers 

some guidance on this interplay between social ventures and investors. Within the 

entrepreneurship literature, signaling theory has been used to argue that capital providers assess 
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the underlying quality of ventures by looking for signals that suggest the viability and promise of 

the venture (Ebbers & Wijnberg, 2012; Eddleston, Ladge, Mitteness, & Balachandra, 2016; 

Gimmon & Levie, 2010; Islam, Fremeth, & Marcus, 2018). These signals help potential investors 

overcome inherent informational asymmetries in the venture-investor relationship. As Spence 

(2002) argues, acquiring information to resolve an informational asymmetry may be costly and 

unreliable because these signals may not be readily available. Additionally, the signal must be 

receivable and interpretable by the potential investor in the manner it was intended (Connelly et 

al., 2011). As a result, entrepreneurs who can provide credible signals of quality can help overcome 

these barriers and improve their likelihood of acquiring external capital. 

One key signaling mechanism is the endorsement of external actors like investors (e.g. 

venture capital, angel investment, accelerators, debt, and crowdfunding (Ahlers, Cumming, 

Günther, & Schweizer, 2015; Ebbers & Wijnberg, 2012; Hallen & Eisenhardt, 2012; Plummer et 

al., 2016; Robson et al., 2013). Ebbers & Wijnberg (2012) note that in fields with higher levels of 

uncertainty about quality (e.g., art auctions), the signals of credibility from experts are greatly 

valued. Hallen & Eisenhardt (2012) show how startups tend to focus their interactions with 

investors when they are best able to signal an important milestone that is validated by a reputable 

third party.  

Islam, Fremeth & Marcus (2018) find that receiving government grants can act as valuable 

signals of quality for startups in their study of the clean energy sector in the United States. Research 

grants from the public sector are not new, and governments have long supported startups in 

emergent industries such as semiconductors, telecommunications, the internet, and clean energy 

(Fabrizio & Mowery, 2007; Fleming et al., 2019; Howell, 2017). Islam et al., (2018) suggest that 

receiving a grant introduces some form of credible third-party validation, which would arguably 
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prevent low quality startups from falsely acquiring that stamp of approval. They find that clean 

energy startups that received U.S. government research awards were 12 percent more likely to 

subsequently receive venture capital funding, and that receiving a grant acted as a substitute for 

intellectual property in the investor assessments. Similarly, venture capitalists in the US have 

valued grants from public agencies as a signal of quality in environmental startups (Howell, 2017).  

Multiple practitioners (and some scholars) have argued that one of the primary objectives 

of many philanthropic grant funders in social entrepreneurship is to make these ventures more 

viable and attractive to commercial investors, while serving as guardrails for the social mission 

(Dees, 2008; Koh et al., 2012; Scarlata et al., 2015; Smith & Besharov, 2019). For example, in the 

case of the energy access social venture Husk Power, the Shell Foundation not only provided 

grants, but also introduced the social venture to potential investors, and served as a reference, 

providing a strong signal of potential quality (Desjardins et al, 2014). Carlson & Koch (2018) 

provide similar examples in their descriptions of successful social ventures like Grameen Shakti 

(energy access), Sankara Eye Care (healthcare), and Ziqitza Health Care (healthcare). They find a 

consistent pattern of social ventures receiving philanthropic funding at early stages, followed by 

more commercial sources like equity and debt. For example, the social enterprise Ziqitza 

Healthcare Limited, which provides affordable ambulance services across social venture cities in 

India received an initial grant of $270,000 from the Ambulance Access for All Foundation in 2005, 

followed by infusions of debt ($5.94 million in 2006) and equity ($1.5 million over 2006 and 2007) 

from investors like Acumen. The reputational gains from receiving prestigious and substantial 

grants can help social ventures obtain commercial capital, leading us to propose the following 

hypotheses:  
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Hypothesis 3: Social ventures that have received a grant will be more successful in raising 

equity finance in the following year, compared to those that did not receive any grant funding.  

Hypothesis 4: Social ventures that have received a grant will be more successful in raising 

debt finance in the following year, compared to those that did not receive any grant funding.  

 

Methodology 

Sample 

Our study tests these hypotheses using a new dataset of 3,401 nascent social ventures from 77 

different social accelerator programs4 around the world. The dataset was aggregated by the 

Entrepreneurship Database Program (EDP) at Emory University, as part of the Global Accelerator 

Learning Initiative (GALI), between January 2013 and December 2016.5 Participating acceleration 

programs implemented an online survey as part of their application process, and applications from 

over 8,000 ventures that agreed to have their data shared with researchers were anonymized and 

aggregated. Follow-up surveys were conducted approximately one year after the programs started 

and include data on key financial performance variables such as revenues, external debt and equity 

raised, and job creation. This follow-up survey was sent to all the ventures that applied to these 

accelerator programs, not only the ones that were selected for participation, with an overall 

response rate of 51%.  

We limited the sample to those that broadly fit the definition of social ventures by 

excluding those that did not report a specific social or environmental objective.7 Additionally, 

while we recognize the role of nonprofit social ventures, our analysis focuses on only those 

ventures that were not registered as nonprofits since we are interested in their ability to acquire 

equity and debt finance as well as philanthropic grants. After discarding ventures that did not 

provide complete data on our key variables of interest, as well as some observations with invalid 

data (e.g., entering 55,000 for founding year), our final sample is comprised of 3,401 social 

ventures from 77 different programs. These ventures were from 15 different sectors, with the 
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majority focused on agriculture (17.5%), education (13%), and health (12.3%), and smaller 

numbers in financial services (8.9%), information and communications technology (7%), and 

energy (7%). A substantial minority (15%) of ventures reported being in the “Other” category, 

suggesting a fairly heterogeneous sample overall. The ventures operated in 124 different countries, 

with the largest groups coming from the United States (857), Kenya (366), Mexico (301), India 

(246), Uganda (186), and Nigeria (170). Given the heterogeneity of the sample we use the country-

groupings based on per-capita income levels developed by the World Bank (explained in the 

following section) to control for differences in levels of economic and institutional development 

in our analysis.8  

This dataset overcomes several challenges that are typically associated with collecting 

information on nascent social ventures, as described by Bloom & Clark (2011). The lack of a 

consistent legal definition of social entrepreneurship makes it difficult to develop a representative 

sample (particularly across countries), and researchers tend to rely on curated lists of “successful” 

social ventures developed by one third-part intermediary (Grimes et al., 2017), or on larger 

representative samples of entrepreneurial perceptions, but without corresponding venture-level 

performance indicators (Bosma et al., 2016; Terjesen et al., 2016). While these approaches have 

their benefits, they tend to lack critical entrepreneur and venture-level information on nascent 

social ventures, and the ability to examine performance over time.  

This dataset includes observations from all the social entrepreneurs that applied to these 

programs, not only the ones that were accepted, giving us a considerably more inclusive sample 

than several previous studies. Additionally, since these applications are drawn from 77 different 

social accelerator programs, they also represent a more diverse group of social ventures than if 

they were from a single intermediary. However, we emphasize that this study does not specifically 
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examine social accelerators (as studied in Lall et al., 2020; Roberts & Lall, 2019; Pandey et al., 

2017; Yang et al., 2019;). Rather, we use rich application data from these social accelerators to 

examine the effects of philanthropic grant finance on social venture performance.9  

Measures 

 

The social ventures in our sample represent a wide range of sectors and countries of 

operation. Therefore, we suggest that a single measure of venture performance such as revenues 

or job creation may not be sufficient to capture the varying performance objectives of these 

ventures within the timeframe of this study. For example, it is likely that a social venture in the 

sustainable agriculture sector may take longer to generate positive revenues compared to a venture 

in the information and communications technology (ICT) sector but may generate greater 

employment for agricultural workers. Equity funding from venture capital providers may be more 

easily available for clean energy startups compared to those working in education. We therefore 

use four common measures of commercial performance as our dependent variables in this study, 

that have also been used in past research on social and commercial entrepreneurship (Islam et al., 

2018; Kolk et al., 2012; McKenzie, 2017): financial revenues (US$), amount of equity funding 

raised (US$), amount of debt funding raised (US$), and the number of full-time employees, as 

reported in the follow-up year t0.
10  

Consistent with the approach adopted by Fafchamps and Owens (2009) and Suarez & 

Gugerty (2016), we add 1 to the values, and use the logged form of these variables to reduce the 

effects of outliers, and to also avoid losing observations with reported zero values. Additionally, 

following Roberts & Lall (2019), we calculate the year-over-year changes in the levels of these 

four variables, which provides us with the difference in the amount of equity, debt, revenues, or 

job creation in the follow-up year, compared to the baseline year. For each of our four dependent 
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variables we calculate the difference between year t0 and year t-1, which allows us to compare the 

change in financial performance of these ventures in dollar amounts, which is especially useful 

when considering the cost-effectiveness of philanthropic grants as an intervention, and comparing 

it to alternatives (Roberts & Lall, 2019).    

While a significant proportion of the ventures in our sample have received small grants, 

past research (McKenzie, 2017) suggests that only grants that are sufficiently large are likely to 

help ventures improve their organizational performance. Additionally, in terms of signaling, Islam, 

Fremeth, and Marcus (2018) suggest that the prestige of a grant would offer a positive signal of 

quality to prospective funders. Since our sample does not include information on the source of the 

grant, we suggest that using a relatively high threshold of grant size ($20,000) would both allow 

for sufficient investment in organizational performance, as well as provide a substantive signal of 

quality to commercial financiers. We acknowledge that the literature on the topic in social 

entrepreneurship is largely conceptual, and therefore does not offer prescriptions on this matter, 

but our threshold is also consistent with practitioner descriptions of the “missing middle” in impact 

investing, described as the funding gap for social ventures that require between $20,000 and 

$200,000 in capital (Aspen Network of Development Entrepreneurs, 2016). We also conduct 

sensitivity analyses for smaller and larger grant sizes ($10,000 and $30,000) to improve the 

robustness of our results. 

Since we are interested in the organizational and signaling effects of receiving a substantive 

grant, rather than the specific relationship between grant amounts and financial performance, we 

follow the approach of Islam, Fremeth, & Marcus (2018) and use dummy independent variables. 

Our first dummy variable takes the value 1 if a social venture reports receiving a grant of at least 

$20,000 in the year t-1. Additionally, since it is possible that the effects of philanthropic capital on 
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performance may only be observable over a longer period, we use a dummy variable that takes the 

value 1 if a social venture reports receiving a grant of at least $20,000 at some point before the 

year t-1, which allows us to examine some longer-term effects of grant finance. Summary statistics 

of our dependent and independent variables are displayed in Table 1.  

------------- 

Insert Table 1 about here 

------------ 

 

 

We recognize a number of factors that are likely to be correlated with future financial 

performance may also be plausible reasons for philanthropic funders to select ventures for support. 

For instance, we note that according to both conceptual and empirical research on philanthropic 

venture capital and social finance, funders tend to value the quality of the founding team over 

many other criteria (Scarlata & Alemany, 2010; Gordon, 2014). Therefore, we include several 

measures of human capital, including prior founding experience on the team (both for-profit and 

nonprofit), prior CEO/Senior management level experience, and the average work tenure of the 

team (in years), which helps us control for the quality of human capital on the founding team 

(Marvel et al., 2016). 

Additionally, philanthropic funders are likely to view the use of impact measurement as a 

positive sign that the venture is committed to its social mission (Lall, 2017). Participating in an 

accelerator program (either the one for which they are currently applying, or a previous program) 

may also be viewed as a favorable signal by potential funders (Roberts & Lall, 2019; Pandey et 

al., 2017; Plummer et al., 2016; Kim & Wagman, 2014). Intellectual property (in the form of 

patents, trademarks, and copyrights) may also be considered a signal of future promise by potential 
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funders (Baum & Silverman, 2004). Lastly, not all ventures may be seeking debt or equity finance. 

We therefore include dummy variables for the use of impact measurement practices, participation 

in an accelerator (current and prior), the possession of intellectual property, and whether they 

report seeking debt and equity finance in the next 12 months.   

We control for other factors such as the age of the venture and include lagged values of the 

four dependent variables from the year t-1, which are likely to be correlated with future 

performance. We include fixed effects for the different country-income level categories, as defined 

by the World Bank’s 2013 classification, to control for possible variation across the different 

countries in our sample. Finally, we also test our results by including fixed effects for sector, to 

account for unobserved variance across sectors; and for the year in which the data were collected. 

Summary statistics of our control variables are provided in Table 2. 

 

---------- 

Insert Table 2 about here 

---------- 

 

We examine correlations between our key independent and control variables in Table 3, 

and do not observe any instances of multicollinearity. All correlation coefficients are below 0.5. 

 

------------ 

Insert Table 3 about here 

----------- 
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Results 

Our results suggest some nuanced effects of philanthropic funding on subsequent financial 

performance. In table 4 (Models 1–4) we look at the effect of receiving at least $20,000 in 

philanthropic funding in year t-1 on logged values of our dependent variables and find that both 

revenues (at the p < 0.1 level) and employment (at the p < 0.05 level) in year t0 are positively and 

significantly related to getting a grant in the prior year. In particular, ventures that received a grant 

of at least $20,000 in year t-1 grew by about 12 percent more than ventures that did not. However, 

we do not see any effects for debt and equity funding. It is plausible that the signaling effect of 

receiving a grant on external finance may only be observable after a substantive amount of time.  

Therefore, we look at the effect of receiving a grant prior to year t-1 in Table 5 and find 

significant effects on levels of debt finance (at the p < 0.05 level) and weakly significant (p < 0.10) 

level) effects on employment. Ventures that received grants raised about 70% more in debt finance 

compared to those that did not obtain grants. Somewhat surprisingly, we do not see any effects on 

levels of equity finance or revenues. Among our control variables, we find that founding teams 

with some management experience are more likely to raise equity finance, as are ventures that 

possess intellectual property (consistent with past research on entrepreneurship). Naturally, 

seeking a particular type of finance (debt or equity) is predictive of actually receiving that type of 

finance. Accelerator participation also has positive and significant effects on all aspects of 

commercial performance, suggesting the importance of acceleration in stimulating social 

entrepreneurial growth. Somewhat surprisingly, we do not see strong differences across sectors. 

Finally, as expected, the lagged values of the four dependent variables are also highly significant 

predictors of subsequent performance. 

------------ 
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Insert Tables 4 & 5 about here 

----------- 

We add to this analysis by looking at effects on year-over-year changes in these four 

performance indicators in Tables 6 and 7 and find similarly positive effects on debt finance. We 

find that on average, ventures that received a grant in year t-1 raised $12,717 more in debt in year 

t0 compared to those that did not receive a grant (p<0.1). Additionally, social ventures that received 

a grant before year t-1 raised $13,448 more in debt in year t0 compared to those that did not receive 

a grant (p<.05).  Receiving a grant prior to year t-1 was also associated with higher levels of job 

creation. Ventures that received a grant prior to year t-1 on average hired 2 additional full-time 

employees in year t0 compared to year t-1 (p<.05).  

----------- 

Insert Tables 6 & 7 about here 

----------- 

Therefore, we see some support for the hypothesis related to job creation (H2), and more support 

related to debt finance (H4) across the different models. However, we do not find support for 

hypotheses H1 and H3, related to financial revenues and equity finance respectively. In additional 

robustness checks, we also conducted OLS regressions with the unlogged values in models 1-8, 

with no changes in levels of significance or directions. We also tested these models using two 

different thresholds of grant amounts – $10,000 and over, and $30,000 and over, with similar 

overall results, which we include in Appendix A.11 Finally, we also substituted the use of country 

income level fixed effects and used fixed effects to control for the 77 different programs from 

which the sample is drawn. Once again, our results were broadly similar (minor differences in 
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magnitude and significance, but no changes in direction), with support for the hypotheses related 

to debt finance and job creation. 

 

Discussion 

 

Our study makes several important scholarly contributions to the theory and practice of social 

entrepreneurial growth and development. We advance research on the capital mix in social venture 

finance by studying the under-examined role philanthropic grant financing might play in 

“scaffolding” organizational approaches to tackle multi-dimensional, complex, and inter-linked 

societal challenges (Mair, Wolf, & Seelos, 2016). We draw on and connect institutional logic 

theory and signaling theory to better understand the role of philanthropic grants in strengthening 

what Smith and Besharov (2019, p. 1) refer to as “structured flexibility” of social ventures by 

promoting growth while providing “guardrails” for the social mission. We offer a nuanced link 

between signaling theory (Connelly et al., 2011) and institutional logics by showing how the signal 

of obtaining a substantial grant (based in a social logic) may be interpreted differently by different 

stakeholders (Nason, Bacq, & Gras, 2018) rooted in a commercial logic. Finally, we make some 

useful empirical contributions by documenting the effects of philanthropic grants on social venture 

performance, providing mixed support for many of the arguments by practitioners (Koh et al., 

2012) and qualitative research by scholars (Carlson & Koch, 2019; Smith & Besharov, 2019; Dees, 

2008).  

Our first two hypotheses examine the effect of philanthropic grants on employment and 

revenues. Philanthropic grants and other types of patient capital sources may be important because 

social ventures now have the resources to make the necessary organizational investments (e.g., by 

strengthening human resources) to better handle the competing social/business dynamics that 



25 
 

confront many dual logic organizations (Smith & Besharov, 2019). Past literature shows how 

grants have been widely used to support R&D in commercially oriented science-based ventures 

(Howell, 2017), to support marginalized entrepreneurs (Mauldin 2012), and to support economic 

development in certain regions (Carpenter & Loveridge, 2018; McKenzie, 2017). Our work 

contributes to this body of literature by describing how philanthropic grants function as 

“guardrails” by enabling social ventures to invest in human capital, without the urgency to pursue 

short-term revenue gains. We find that, on average, social ventures that received $20,000 or more 

in philanthropic funding prior to year t-1 can hire 2 employees more than the previous year. This 

represents a substantial increase in employment for nascent social ventures that often start out with 

1-2 full-time staff. At the same time, we do not observe any increases in revenue for ventures that 

received these grants, which suggests that entrepreneurs are spending these funds to invest in 

human resources, a key constraint for early-stage social ventures (Dimov, 2010; Marvel et al., 

2016) rather than using the grants to boost organizational revenues and sales. In this regard, our 

findings challenge many of the descriptive narratives provided by scholars and practitioners that 

argue philanthropic grant financing can help social ventures improve their revenues (Dees, 2008; 

Koh et al., 2012), which does not seem to be the case, at least in the short-term. While other forms 

of finance may allow social ventures to make similar investments, they are more likely to be 

motivated by commercial returns and could lead to ventures drifting away from their social mission 

in the pursuit of short-term commercial performance (Ebrahim et al., 2014; Smith & Besharov, 

2019).  

We have similarly mixed results when it comes to the signaling effect of philanthropic 

grants for social ventures. Our study shows ventures that received a grant of at least $20,000 in 

year t-1 raised $12,717 more in loans in year t0, and the effect is even stronger over time ($13,488 
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for grants received before year t-1). It is possible that receiving philanthropic capital provides social 

ventures with enough boost in their cash reserves to appear more credible and legitimate borrowers 

for debt financing. It is also possible that grant funding has a positive effect on debt financing 

because social ventures are able to borrow against the value of the philanthropic grant received, or 

perhaps the steadier revenue flows due to grant funding make them more attractive to debt 

financiers, who expect a fixed rate of return on their investment. In general, receiving grant funding 

acts as a positive signal of credibility to potential debt financiers, which is a common financial 

instrument in the rapidly growing impact investing sector (Mudaliar et al., 2018), and widely used 

by foundations and aid agencies (Rogerson et al. 2014). 

On the other hand, we observe a null effect for equity financiers, suggesting that they 

interpret the signal differently. As Hehenberger et al., (2019) explain in their historical narrative, 

the charity or philanthropic logic was subjugated and devalued by impact investors and other social 

finance providers, while the commercial logic was elevated and advanced over time. Therefore, in 

contrast to research on equity investment in other sectors (Islam et al. 2018; Howell, 2017), 

philanthropic grants may be perceived as signals of dependency and less worthy of equity 

investment in social entrepreneurship. It is possible that equity financiers may view grant financing 

as a signal that the venture is too close to the social side of the spectrum, and less likely to produce 

the outsize financial returns typically expected in venture capital style investing. Here, we 

explicitly connect institutional logics to signaling theory in social entrepreneurship finance by 

highlighting a specific type of challenge social ventures may face when trying to attract capital 

across different institutional logics. The same signal of credibility rooted in a social logic – a 

sizable philanthropic grant – may be interpreted positively, negatively, or simply ignored by 

financiers rooted in commercial logics. Social entrepreneurs must therefore carefully consider the 
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benefits of seeking socially rooted philanthropic support, depending on the capital mix they desire 

for their ventures.  

We acknowledge that there may be alternative explanations for our results and note two 

points of caution when interpreting our findings. Past research (Arthurs & Busenitz, 2003; Tyebjee 

& Bruno, 1984) suggests that venture capital and angel investors conduct due diligence over 

several months, so the effects of philanthropic grants on equity finance may not be fully captured 

in the one-year timeframe of our study. It is possible that some of the potential outcomes may only 

become evident over a three-to-five-year period, as ventures move out of an exploratory stage and 

start to seek equity finance. Many promising social ventures fail to reach the investable stage of 

social venture development (Bosma et al., 2016; Teasdale, 2010) because they are not able to 

overcome the “pioneer gap” financing dilemma described in practitioner literature (Global 

Innovation Fund, 2016; Koh et al., 2012; Milligan & Schoning, 2011; USAID, 2016). Our study 

results show that philanthropic grants can help social ventures in the nascent stage by helping to 

catalyze debt financing, but without similar improvements in access to equity finance. 

Consequently, whether the increased debt financing can be a catalyst for obtaining enough equity 

financing to overcome the “pioneer gap” problem will not be known without a longer timeframe 

for data analysis, which unfortunately fell outside the scope of our study.  

Secondly, it is possible that we did not fully examine all the factors that may influence 

social venture performance. After interviewing 30 chief sustainability officers, Kaplan et al (2018, 

p. 128) argue that there are three important design strategy principles to create “inclusive, 

sustainable, and profit-generating ecosystems”: companies need to have “systemic, multisector 

opportunities; mobilize complementary partners; and obtain seed and scale-up financing”. It is 

clear that startup and scale-financing are critically important, but it remains unclear what type of 
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co-enabling or “scaffolding” (Mair, Wolf, & Seelos, 2016) factors are necessary to accelerate 

social entrepreneurial performance. Many social ventures try to scale their social impact through 

organizational growth, but the pursuit of this growth may have the unintended consequence of 

undermining the dual logic mission of the social venture, and leading to mission drift (Siebold, 

Gunzel, & Muller, 2019; Ebrahim et al., 2014). Therefore, we caution against drawing strong 

causal inferences between philanthropic grants and overall social venture performance at this 

stage. Similar to what Barnett, Henriques, and Husted (2020) proposed in terms of designing 

corporate social responsibility initiatives for greater social impact, we believe a more long-term, 

“big data” quantitative research approach to social entrepreneurial finance might enable future 

studies to better determine causation. 

Our results also offer some interesting directions for future research. Building on the 

management literature examining the institutional configuration of social entrepreneurship 

(Stephan. et al, 2015) and viewing entrepreneurial organizations within a “complex, evolving 

ecosystem …” (Autio et al, 2018 p. 73), our study provides a more nuanced understanding of the 

role finance (and particularly early-stage finance in the form of philanthropic grants) plays within 

the complex inter-linkages of an entrepreneurial ecosystem (Liguori et al, 2018; Spigel, 2017; 

Thompson et al, 2018). Here, we note the ancillary finding that while philanthropic grants do not 

help social ventures obtain equity finance, participating in an accelerator program does. This 

finding is consistent with emerging research on impact-oriented accelerators (see Lall et al., 2020), 

which finds significant and positive effects of acceleration on equity finance. Since most impact-

oriented accelerators are supported by public or philanthropic sources (Roberts & Lall, 2019), it 

may be advisable for donors to use philanthropic grant financing to support accelerators, though 
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further efforts are needed to ensure that these programs are as effective for more marginalized 

social entrepreneurs and those in less developed ecosystems (Lall et al., 2020).  

Finally, we draw attention to the fact that these effects hold even after controlling for 

different social and environmental sectors. While philanthropic grants should not be viewed as a 

“silver bullet” solution for social venture growth, the fact that the effects for debt finance hold 

after controlling for different sectors suggests that this form of social finance may provide a 

promising signal of credibility that deserves more focused attention in social entrepreneurship 

scholarship. Future research may also delve deeper into the cost-effectiveness of philanthropic 

grants in stimulating debt financing – for instance, what amount of grant acts as a sufficient 

positive signal to debt financiers, and do these effects grow over time? How can different financial 

instruments be blended and staged in the capital mix for social ventures? And how do specific 

types of grants (restricted vs. unrestricted) serve as different types of “guardrails” that help or 

hinder social venture performance? 

Conclusion 

 

As scholars studying nonprofits, social movements, and philanthropy have noted (Jung, Harrow, 

& Leat, 2018; Francis, 2019), philanthropic funding is critical to the creation and operation of 

impact-oriented organizations worldwide, yet, there has been relatively little attention paid to its 

role in social entrepreneurship. In many ways, this omission reflects Hehenberger et al., (2019) 

description of devaluing the ‘social’ side of the social finance spectrum. Whether we are discussing 

large social movements like the mobilization of civil rights organizations like the National 

Association of Advancement of Colored Peoples (NAACP) in the United States (Francis, 2019), 

or nascent social ventures providing rural energy access in India like Husk Power (Desjardins et 

al., 2014), there is a critical need to improve our understanding of how we fund long-term solutions 
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to multi-dimensional, complex, and inter-linked societal challenges (Mair, Wolf, & Seelos, 2016; 

Wry & Haugh, 2018).  Securing the necessary funding to scale the impact of social ventures is 

widely considered to be one of if the critical organizational challenge confronting social 

entrepreneurs, yet, academically rigorous and practice-oriented research on social 

entrepreneurship finance has, to date, been limited.12  We strongly agree on the growing call among 

businesses, governments, and foundations for a radical shift from funding individual projects or 

social ventures to supporting “more sustained, deeper-level transformations in society” (Grady et 

al, 2017 p. 2). To achieve this goal of sustained, deeper-level transformations in society, our study 

clearly demonstrates that greater priority needs to be placed on more rigorous analyses of the most 

promising interventions that help drive social entrepreneurial growth. In a post-pandemic 

economic landscape, how we finance social ventures and the next generation of social 

entrepreneurs is likely to become even more of a critical topic in social entrepreneurship theory 

and practice. 

 

Endnotes 

1. In commercial entrepreneurship, more than 81 percent of the U.S.-based entrepreneurs 

starting a business never receive formal financing (Hwang et al, 2019). 

2. On pg. 10 of the 2013 GIIN report 

(https://thegiin.org/assets/documents/pub/CatalyticFirstLossCapital.pdf), three case 

studies (Community Finance Fund for Social Entrepreneurs, California Freshworks Fund 

Term Debt Facility, and Democracy Prep Charter School) of the five case studies profiled 

used grants as their catalytic first-loss capital. 
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3. As our understanding of social finance becomes more nuanced, we recognize that different 

types of social investors may employ a mix of investment strategies and financing 

instruments. For instance, the Omidyar Network, the philanthropic organization founded 

by Pierre Omidyar (founder of Ebay) is structured as a Limited Liability Corporation 

(LLC), and makes investments using all a combination of debt, equity, and grants (Bannick 

et al., 2017). Other philanthropic efforts like the Chan-Zuckerberg Initiative and 

Google.org are similarly hybridized, which means that while most philanthropic actors use 

only grants, others are more flexible, and may use a combination of grants, debt, and equity 

to attain dual social and financial objectives. While we acknowledge the evolving nature 

of such philanthropic actors, we focus on the specific instrument of grant finance in this 

study, which is rooted in the social logic. 

4. While investors using debt and equity finance may also be motivated by social objectives, 

the need to either obtain repayment (for debt) or an exit (for equity) prioritizes the 

commercial objective, which may lead to the venture seeking financial returns at the cost 

of its social mission (Ebrahim et al., 2014). 

5. The accelerators participating in GALI are primarily social accelerators (Yang et al., 2019; 

Roberts & Lall, 2019; Pandey et al., 2017), as illustrated by the language used in their calls 

for applications “…entrepreneurs who are intentionally building businesses that solve 

social and environmental challenges in Latin America…”, “…select a participating group 

– or “cohort” – of approximately 12 companies working to solve different problems in a 

specific sector (agriculture, education, energy, financial inclusion, or health).” 

6. A full list of participating accelerators is available at www.galidata.org. However, we 

emphasize that we are unable to specifically link a particular venture to a specific 

http://www.galidata.org/
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accelerator program name based on the terms of use. The anonymized dataset (and terms 

of use) is also available for researchers through www.galidata.org. 

7. Ventures that responded “Yes” to the question, “Individuals can also have non-financial 

motives for launching new ventures. Does your venture have the explicit intent of creating 

social or environmental impacts?” were included in the sample. Given the impact-

orientation of the accelerators from which this sample is drawn, this represented 92% of 

respondents. 

8. The World Bank (2013) classifies countries into 4 categories, based on their annual per 

capital income, as follows: 

a. Low Income: $1,035 or less 

b. Lower-middle Income: $1,036 to $4,085 

c. Upper-middle Income: $4,086 to $12,615 

d. High Income: $12,616 or more 

9. The GALI dataset has been used to examine broader questions related to social 

entrepreneurship. For examples, see Giones et al., 2019; Lall et al., 2019. 

10. While there are also other possible measures such as profit margins, we limit ourselves to 

these four measures due to data availability. Nevertheless, we note that for nascent social 

ventures, profit margins may not be a helpful measure in the relatively short timeframe (1 

year), given the lengthy road to profitability (Kolk et al, 2014). 

11. We see minor changes in levels of significance for some significant results related to 

employment and debt in our sensitivity testing, but no changes in direction. 

12. For a comprehensive assessment of the methods and methodologies used by business and 

society scholars, please refer to Crane, Henriquez, and Husted (2018). 

http://www.galidata.org/
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Figure 1: The Social Finance Spectrum 
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Descriptive Statistics 

Table 1: Dependent and Independent Variables 

Dependent Variables (N = 3,401) Percent / Mean (median) 

Log of (equity funding in year t0 +1) 1.61 (0) 

Log of (debt funding in year to +1) 1.43 (0) 

Log of (full-time employees in year to +1) 1.07 (1.09) 

Log of (revenues in year to +1)  6.28 (8.29) 

  

Independent Variables (N = 3,401)  

Report receiving at least $20,000 in grant funding in year t-1 6.2% 

Report receiving at least $20,000 in grant funding before year t-1 7.4% 

 

Table 2: Control Variables 

Control Variables (N = 3,401) Percent / Mean 

(median) 

Founding Team Characteristics  

Report having some prior nonprofit founding experience on team  26.8% 

Report having some prior for-profit founding experience on team  52.8% 

Report having some prior CEO/Executive Director experience on team  66.67% 

Average tenure of team (in years)  12.12 (5.66)  

  

Past Performance  

Log of (equity funding in year t-1 + 1)  1.3 (0) 

Log of (debt funding in year t-1 + 1)  1.1 (0) 

Log of (full-time employees in year t-1 + 1)  0.83 (0.69) 

Reports having positive revenues in year t-1  49% 

  

Other factors considered by funders  

Report measuring social impact 32.2% 

Report having some intellectual property (patents, copyrights, trademarks) 42.9% 

Report having been previously accelerated (prior to year t0) 30.6% 

Venture age (in years) 2.52 (1) 

Participated in accelerator in year t0 26.7% 

Seeking Equity Finance in the next 12 months  66.5% 

Seeking Debt Finance in the next 12 months 38.4% 
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Table 3: Correlations between independent variables (N = 3,401) 
  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 

1 Report receiving at least $20,000 in grant funding in year t-

1 

1                 

2 Report receiving at least $20,000 in grant funding before 

year t-1 

.35 1                

3 Report having some prior nonprofit founding experience on 

team 

.03 .02 1               

4 Report having some prior for-profit founding experience on 

team 

.02 .03 .3 1              

5 Report having some prior CEO/Executive Director exp. on 

team 

.04 .03 .24 .34 1             

6 Average job tenure of team (in years) -.01 -.01 .0 -.01 .0 1            

7 Report measuring social impact .08 .1 .14 .06 .11 -.02 1           

8 Report having intellectual property (patents, copyrights, or 

trademarks) 

.09 .08 .01 .09 .08 -.02 .1 1          

9 Report previously being accelerated .06 .11 .06 .06 .03 -.02 .14 .11 1         

10 Venture Age .05 .08 -.01 -.0 .03 -.0 .05 .11 .00 1        

11 Participated in accelerator in year t0  .04 .08 .03 .03 .01 -.0 -.02 .03 -.0 .05 1       

12 Seeking Equity Finance in the next 12 months -.01 .00 -.03 -.03 .03 -.01 .01 .08 .05 -.05 -

.03 

1      

13 Seeking Debt Finance in the next 12 months .02 .01 -.08 -.19 -.02 -.03 .02 .01 .05 .04 -

.02 

.19 1     

14 Log of (equity funding in year t-1 + 1) .1 .07 -.01 .06 .08 -.01 .01 .16 .11 .02 .05 .14 .03 1    

15 Log of (debt funding in year t-1 + 1) .08 .09 -.02 .01 .06 -.01 .05 .11 .03 .16 .07 .04 .16 .13 1   

16 Log of (full-time employees in year t-1 + 1) .12 .14 .11 .09 .16 -.0 .2 .15 .06 .35 .06 -.03 .04 .14 .25 1  

17 Reports having positive revenues in year t-1 .08 .08 .07 .03 .11 .0 .13 .09 .04 .31 .08 -.06 .08 .11 .20 .45 1 
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Table 4: OLS Regression Results – “Report receiving at least $20,000 in grant funding in year t-1” on logged levels of dependent variables 

 Model 1: Log (equity 

funding raised in year t0 

+ 1) 

Model 2: Log (debt 

funding raised in year 

t0 + 1) 

Model 3: Log (number of 

full-time employees in 

year t0 + 1) 

Model 4: Log (revenues in 

year t0 + 1) 

Independent Variable     

Report receiving at least $20,000 in grants in year t-1 .14 (.31) .12 (.3) .12** (.05) .49* (.29) 

     

Founding Team Characteristics     

Report having some prior nonprofit founding experience on team -.36** (.15) -.18 (.14) -.00 (.02) -.12 (.17) 

Report having some prior for-profit founding experience on team -.12 (.14) .17 (.13) .04 (.02) .19 (.16) 

Report having some prior CEO/Executive Director experience  on 

team 

.35** (.14) .08 (.13) .04 (.02) .28* (.16) 

Average tenure of team (in years) -.00 (00) -.00 (00) .00 (00) .00 (00) 

     

Other factors considered by funders     

Report measuring social impact -.08 (.14) .12 (.13) .1*** (.02) .49*** (.15) 

Report having some intellectual property (patents, copyrights, 

trademarks) 

.57*** (.13) .24* (.12) .01*** (.02) .26* (.15) 

Report having been previously accelerated (prior to year t0) .42*** (.15) .24* (.13) .05* (.02) .03 (.15) 

Venture age (in years) -.04** (.02) .00 (.02) .01** (.00) -.01 (.02) 

Participated in accelerator in year t0 .32** (.15) .39*** (.14) .1*** (.03) .4** (.15) 

Seeking Equity Finance in the next 12 months .87*** (.12) -.018 (.13) .01 (.02) .02 (.15) 

Seeking Debt Finance in the next 12 months .05 (.13) .69*** (.13) .04 (.02) .56*** (.15) 

     

Prior Financial Performance     

Log of (equity funding in year t-1 + 1) .3*** (.03) .08*** (.02) .02*** (.00) .04* (.02) 

Log of (debt funding in year t-1 + 1) .05** (.03) .24*** (.03) .01** (.00) .07*** (.02) 

Log of (full-time employees in year t-1 + 1) .34*** (.08) .42*** (.09) .57*** (.02) .88*** (.09) 

Reports having positive revenues in year t-1 -.45*** (.14) .12 (.13) .04 (.03) 4.05*** (.16) 

     

Survey Year Fixed Effects Yes Yes Yes Yes 

Country Income Category Fixed Effects Yes Yes Yes Yes 

Sector Fixed Effects Yes Yes Yes Yes 

N 3,401 3,401 3,401 3,401 

R2 16.4% 12.3% 53% 33.15% 

*  p<.10 

** p<.05 

*** p<.01  

Robust standard errors in parentheses 
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Table 5: OLS Regression Results – “Report receiving at least $20,000 in grant funding before year t-1” on logged levels of dependent variables 

 Model 5: Log (equity 

funding raised in year 

t0 + 1) 

Model 6: Log (debt 

funding raised in year 

t0 + 1) 

Model 7: Log (number 

of full-time employees 

in year t0 + 1) 

Model 8: Log 

(revenues in year t0 + 1) 

Independent Variable     

Report receiving at least $20,000 in grants before year t-1 -.3 (.26) .71** (.29) .09* (.05) .11 (.26) 

     

Founding Team Characteristics     

Report having some prior nonprofit founding experience on team -.36** (.14) -.18 (.14) -.00 (.02) -.12 (.17) 

Report having some prior for-profit founding experience on team -.11 (.13) .16 (.13) .04 (.02) .19 (.16) 

Report having some prior CEO/Executive Director experience on 

team 

.35** (.14) .08 (.13) .04 (.03) .29* (.16) 

Average tenure of team (in years) -.00 (.00) -.00 (.00) .00 (.00) .00 (.00) 

     

Other factors considered by funders     

Report measuring social impact -.63 (.14) .09 (.13) .1*** (.02) .5*** (.16) 

Report having some intellectual property (patents, copyrights, 

trademarks) 

.58*** (.13) .23* (.12) .07*** (.02) .27* (.15) 

Report having been previously accelerated (prior to year t0) .44*** (.15) .21 (.13) .05* (.02) .03 (.15) 

Venture age (in years) -.04** (.02) .001 (.02) .01** (.00) -.01 (.02) 

Participated in accelerator in year t0 .33** (.15) .36** (.14) .1*** (.02) .4*** (.15) 

Seeking Equity Finance in the next 12 months .87*** (.12) -.18 (.13) .01 (.02) .01 (.15) 

Seeking Debt Finance in the next 12 months .05 (.13) .69*** (.13) .04 (.02) .56*** (.15) 

     

Prior Financial Performance     

Log of (equity funding in year t-1 + 1) .3*** (.03) .07*** (.02) .02*** (.00) .04* (.02) 

Log of (debt funding in year t-1 + 1) .05** (.03) .24*** (0.3) .01** (.00) .08*** (.02) 

Log of (full-time employees in year t-1 + 1) .36*** (.08) .4*** (.09) .58*** (.02) .9*** (.1) 

Reports having positive revenues in year t-1 -.44*** (.14) .12 (.13) .04 (.03) 4.05*** (.16) 

     

Survey Year Fixed Effects Yes Yes Yes Yes 

Country Income Category Fixed Effects Yes Yes Yes Yes 

Sector Fixed Effects Yes Yes Yes Yes 

N 3,401 3,401 3,401 3,401 

R2 16.4% 12.5% 52.85% 33.09% 

*  p<.10 

** p<.05 

*** p<.01  
Robust standard errors in parentheses 
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Table 6: OLS Regression Results – “Report receiving at least $20,000 in grant funding in year t-1” on year-over-year changes 

 Difference in Equity 

Raised (t0 – t-1) 

Difference in Debt 

Raised (t0 – t-1) 

Difference in number of 

employees (t0 – t-1) 

Difference in revenues (t0 – 

t-1) 

Independent Variable     

Report receiving at least $20,000 in grants in year t-1 10,626 (11,074) 12,717* (6,929) -.41 (1.7) 37,494 (29,308) 

     

Founding Team Characteristics     

Report having some prior nonprofit founding experience on team -1,272 (6,299) -6,799** (2,968) -.86 (.59) -5,740 (9,971) 

Report having some prior for-profit founding experience on team 619 (4,872) 3,690 (2,467) .95* (.56) 6,829 (7,883) 

Report having some prior CEO/Executive Director experience on 

team 

3,051 (4,026) 271 (1,931) .01 (.23) 14,096 (9,072) 

Average tenure of team (in years) 1.1 (2.02) -.36 (.8) -.00 (00) -3.7 (2.6) 

     

Other factors considered by funders     

Report measuring social impact 1,818 (4,364) 4,705* (2,600) .35 (.25) 12,586 (9,917) 

Report having some intellectual property (patents, copyrights, 

trademarks) 

9,880* (5,274) 3,602 (2,199) .57 (.48) -3,162 (8,102) 

Report having been previously accelerated 738 (5,036) 2,502 (2,466) -.42 (.45) -8,167 (8,410) 

Venture age (in years) -778 (491) -45.9 (224) .07 (.08) -2,033 (2,371) 

Participated in accelerator in year t0 10,025* (5,354) 4,218 (2,652) .76** (.38) 1,396 (8,834) 

Seeking Equity Finance in the next 12 months 11,046* (6,578) -5,209** (2,524) .18 (.35) -10,865 (8,947) 

Seeking Debt Finance in the next 12 months 3,062 (3,807) 7,801*** (2,792) .66 (.46) 7,667 (8,914) 

     

Prior Financial Performance     

Log of (equity funding in year t-1 + 1) -7,645*** (2,378) 1,708*** (521) .15 (.07) 2,679** (1,215) 

Log of (debt funding in year t-1 + 1) 3,22*** (918) -5,238*** (678) .01 (.11) 2,419 (1,675) 

Log of (full-time employees in year t-1 + 1) 1,418 (2,687) 1,339 (2,062) -2.5** (1.14) -6,047 (10,892) 

Reports having positive revenues in year t-1 -2,814 (5,357) 2,952 (2,753) .97* (.53) -8,348 (8,278) 

     

Survey Year Fixed Effects Yes Yes Yes Yes 

Country Income Category Fixed Effects Yes Yes Yes Yes 

Sector Fixed Effects Yes Yes Yes Yes 

N 3,401 3,401 3,401 3,401 

R2 4% 7.4% 4.3% 1% 

*  p<.10 

** p<.05 

*** p<.01  

Robust standard errors in parentheses 
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Table 7: OLS Regression Results – “Report receiving at least $20,000 in grant funding before year t-1” on year-over-year changes 

 Difference in Equity 

Raised (t0 – t-1) 

Difference in Debt 

Raised (t0 – t-1) 

Difference in number of 

employees (t0 – t-1) 

Difference in revenues 

(t0 – t-1) 

Independent Variable     

Report receiving at least $20,000 in grants before year t-1 2,182 (9,359) 13,448** (6,726) 2.39** (.98) -1,340 (23,848) 

     

Founding Team Characteristics     

Report having some prior nonprofit founding experience on team -1,173 (6,302) -6,707** (2,962) -.88 (.6) -5,372 (9,949) 

Report having some prior for-profit founding experience on team 549 (4,890) 3,518 (2,460) .94* (.56) 6,652 (7,905) 

Report having some prior CEO/Executive Director experience on 

team 

3,102 (4,019) 324 (1,926) .01 (.24) 14,279 (9,067) 

Average tenure of team (in years) 1.07 (2) -.42 (.8) -.00 (.00) -3.818 (2.62) 

     

Other factors considered by funders     

Report measuring social impact 1,996 (4,415) 4,495* (2,596) .25 (.25) 13,567 (10,251) 

Report having some intellectual property (patents, copyrights, 

trademarks) 

10,089* (5,291) 3,650* (2,202) .51 (.44) -2,257 (8,583) 

Report having been previously accelerated 812 (5075) 2,075 (2,496) -.55 (.5) -7,474 (8,583) 

Venture age (in years) -785 (490) -78.95 (225) .07 (.08) -2,039 (2,377) 

Participated in accelerator in year t0 10,114* (5,334) 3,900 (2,642) .66* (.34) 2,065 (8,434) 

Seeking Equity Finance in the next 12 months 10,903* (6,545) -5,296** (2,516) .20 (.37) -11,436 (9,183) 

Seeking Debt Finance in the next 12 months 3,118 (3,810) 7,834*** (2,793) .65 (.45) 7,895 (8,948) 

     

Prior Financial Performance     

Log of (equity funding in year t-1 + 1) -7,604*** (2,368) 1,744*** (519) .15** (.07) 2,833** (1,211) 

Log of (debt funding in year t-1 + 1) 3,243*** (925) -5,249*** (679) .01 (.11) 2,521 (1,679) 

Log of (full-time employees in year t-1 + 1) 1,665 (2,665) 1,277 (2,061) -2.5** (1.18) -4,966 (10,728) 

Reports having positive revenues in year t-1 -2,745 (5,361) 3,022 (2,754) .95* (.53) -8,095 (8,306) 

     

Survey Year Fixed Effects Yes Yes Yes Yes 

Country Income Category Fixed Effects Yes Yes Yes Yes 

Sector Fixed Effects Yes Yes Yes Yes 

N 3,401 3,401 3,401 3,401 

R2 4% 7.5% 4.7% 1% 

*  p<.10 

** p<.05 

*** p<.01  

Robust standard errors in parentheses 


