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Abstract:

1. Introduction

Innovations have reached the forefront of interest in management and organization theory and practice for
some time now. Defined as incremental or radical product and/or process transformations (Schumpeter,
1934), innovations include changes, (Betz, 1998) as well as transformation of business concept or para-
digm on which business is founded (Guth and Ginsberg, 1990). Organizational innovativeness is seen as a
necessary condition for long-term sustainability; many authors have discussed the importance of business
innovation and have emphasized its positive contribution to profitability (Zahra, 1993), company growth
(Thornhill, 2006), competitive advantages (Porter, 1985), organizational learning and development (Garcia-
Morales, Montes & Jover, 2006), enhancement of company’s intellectual capital residing in people (human
capital), relationships (social capital), and systems (organizational capital) (Simsek and Heavy, 2011), team
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work within the company (Fay et al., 2015) and development of a strong network of relationships with ex-
ternal strategic constituents (Kandampully, 2002). On the people level, the innovation-driven strategy with
its effects on the increase in flexibility and autonomy in the decision-making, reduces control by superiors
and decreases work monotony, leading to a higher job satisfaction and employees’ well-being (Bryson et
al., 2009; Park et al., 2015).

Innovations are recognized as important not only for organizational economic performance, but for its so-
cial performance as well (Choi & Majumdar, 2014; Lehner, & Kansikas, 2012; Austin, Stevenson, & Wei-
Skillern, 2006; Mulgan, G, 2006; Mumford & Moertl, 2003; Leadbeater, 1997). Even if not initially inspired by
social motives, development of a new product or service can affect improvement of living conditions of in-
dividuals or society in general (e.g., development of a new medicine), while technological innovations require
engagement of different social actors or transformation of social structures with the goal of faster diffusion
and adaptation (Sharra & Nyssens, 2018). In that manner, every innovation includes a certain social aspect
which comes as a consequence of finding new ways of transforming input to output that has a higher value
for the consumer, owner or the environment and a wider social community. However, our knowledge about
social innovations and innovativeness of social enterprises, factors that drive their development or effects
they provide is still modest, though business practice and policy discourse both express the need for deeper
research into this area (Zarkovic Rakic et al., 2017; Krstic, Aleksic Miric, & Zarkovic, 2017; Aleksic Miric, &
Krstic, 2016; Sinclair, Mazzei, Baglioni, & Roy, 2018; Alvord, Brown & Letts, 2004). Recent research proves
the importance and the necessity to further study this area. Thus, Bellucci examines the importance of in-
novation in some stages of the development of social enterprises, but also outlines the key challenges and
barriers to their implementation (Bellucci et al., 2018). Similarly, while one group of authors explain the power
and the role of the network of stakeholders to create social innovations and the sustainable business of so-
cially oriented businesses (Hazenberg et al., 2018), another group of authors, by adopting a resource-based
perspective, examine the role of market orientation and ICT competences in this process (Sanzo-Perez et
al., 2015). Some research on this topic relates to identifying the characteristics and attitudes of the decision-
makers in the SE swith an aim to determine their relationship to fostering socially-oriented innovative activi-
ties (Gauthier et al., 2018; Testi et al., 2018). Policy discourse also points to the importance of social
entrepreneurship and social innovation in a wider social and political context. According to OECD findings
(OECD, 2016), economic and industrial innovation results in greater inequality, and social entrepreneurs
and private sector representatives are expected to play a key role in fostering innovative social policy (Du-
ring et al., 2018). Social innovations are not limited to newcomers only, but also have a very important role
in the sustainability of already established systems (Fuchs, 2014) through the introduction of social intra-
preneurship.The need for identifying the key factors of innovation in social enterprises in Serbia, as well as
raising awareness about the importance of social entrepreneurship and social innovations in general, is a
consequence of studies already conducted on other countries’ examples (see Brandsen et al., 2016; Big-
geri et al., 2018) in which further research is called for. 

Social enterprises (SE) are usually seen as the key promoters of social innovation (Di Domenico, Haugh, &
Tracey, 2010). Being ambidextrous in their nature by simultaneously pursuing social and economic mission,
social enterprises are focused on creation and implementation of innovative solutions so that they can meet
this duality (Doherty, 2014; Pache & Santos, 2012). On the one hand, social enterprises do their business
on the profit-oriented company principles by focusing on long-term financial sustainability while, on the other
hand, they pursue social goals as their primary founding reason. Understanding both goals is mostly de-
pendent on continuous innovative endeavours of the enterprise (Jeraj et al, 2015; Zahra, Newey, & Li, 2014;
Renko, 2013; Gundry et al., 2011; Zahra, Gedajlovic, Neubaum, & Shulman, 2009).

In this paper we explore the factors that influence innovativeness drivers in social enterprises in Serbia. By
doing so, this paper contributes to the understanding of factors that influence innovativeness of social en-
terprises in Serbia, and provides comparison with the same pool of factors examined in the sample of Eu-
ropean countries. The paper is structured as follows: Section 2 brings a theoretical review of the factors that
drive organizational innovativeness, Section 3 outlines the methodology we used, Section 4 brings research
results into focus and compares Serbian and European results. We end with summarizing the results and
bringing implications from key comparisons. 

2. What Drives Organizational Innovativeness? 

The foundation for studying innovativeness in an organizational context was laid by Zaltman, Duncan and
Holbek’s book Innovations and Organizations (1973). How important innovation is for an organization was
in particular highlighted by Clark (1987) who argues that “innovation should be at the centre of study of or-
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ganizations’’ instead of bureaucracy, structure and performance. In the critical review on organizational in-
novation literature, Wolfe (1994) identified three streams of research: (1) diffusion of innovation research
that focuses on exploring the pattern of an innovation through a population of potential adopter organiza-
tions, (2) organizational innovativeness research that focuses on exploring what determines organizational
innovativeness and (3) process theory research that addresses the issue of processes organizations go
through in implementing innovation (Wolfe, 1994). The drivers of organizational innovativeness are mostly
examined within the second and the third research area, as they are identified by Wolfe (1994). Damanpour
and Gopalakrishnan (1998) differentiated that the origin of innovation can be within the organization, in
which case innovation is generated via factors associated with internal organization, or from the outer world,
when innovation is generated outside organizational borders. Following this line we systematize innovation
drivers into four groups: external environment of the organization, macro-organizational factors, group
(team)-level factors and people-related innovation drivers. 

External environment. Frequent and unforeseeable changes in the environment are a critical source of un-
certainty for a company. Therefore, entrepreneurs/enterprises try to improve current circumstances and treat
volatile environments as opportunities for changes and improvements (Jensen, 2009); innovations appear
as a result of these endeavours. This is confirmed by results of empirical studies that have found that, within
a dynamic environment, the most successful enterprises are the ones distinguished by high levels of inno-
vative behaviour (Zahra, 1993). The contrary also applies. If the company is doing business in stable and
predictable environment, it gets less motivated to pursue innovative behaviour. According to Porter, com-
petition is a specific element of external environment that contributes to innovations in a company, and in
case a company today pays attention to its competitive environment, innovation becomes its key, and often,
the only factor of success (Porter, 1985).

I addition to the drivers coming from external environment, numerous organizational factors also influence
innovation generation. A number of research has focused on the influence the organizational structure has
on innovativeness, applying a presumption that structural variables are a primary determinant of organiza-
tional innovativeness (Damanpour & Gopalakrishnan, 1998; Kimberly & Evanisko, 1981). Wolfe, in a review,
(Wolfe, 1994) explains that criticism of this approach has mainly raised the issue of static and argues that
innovativeness is a process, and that this process should be taken into account, as well as that not enough
is known about how determinants of organizational innovation mutually interact. On the organizational level,
the previously formed network of relationships with its stakeholders that actively participates in product im-
provement of products and processes or in design of new technological innovations (Hart & Sharma, 2004).

Group (team) level innovation drivers are explored within the context of structure, climate, team processes,
member characteristics, and the leadership style, which determine whether the innovative potential of the
team is to be realized.

On the level of people involved (individual level), experience and education of managers and owners is
among the most important innovation drivers. Since knowledge is a fundamental factor in creation of new
technological solutions, as well as in adoption of existing solutions (Urbancova, 2013), many authors see
owner/manager knowledge obtained through previous experience and education as a key factor for success
of any organization (Koellinger, 2008). Additionally, innovative behaviour of companies is often attributed to
personal satisfaction of employees, as well as to interpersonal relationships organizations. Thus, innovations
are more common in companies where employees show a higher level of satisfaction with personal as well
as professional aspects of their lives (Tu & Hwang, 2013). On the other hand, benevolent relationships be-
tween employees are a firm basis for creation and distribution of knowledge, which is the main driving force
behind innovations (Abrams et al., 2003). 

3. Methodology

This paper is closely linked to the research that evaluated the same pool of factors in 11 European coun-
tries, including Serbia: Albania, Austria, Denmark, England, France, Germany, Italy, Poland, Serbia, Scotland
and The Netherlands (in alphabetical order) as presented in Aleksic Miric, Petrovic & Celikovic (2018). Both
research works are based on the same dataset, but here we focus exclusively on results gained from Ser-
bian respondents and refer to the EU results by comparing and contrasting our findings. 

The data were gathered by online questionnaire that was sent by e-mail to the population of social enter-
prises. Respondents were owners or managers above the age of 18. The questionnaire consisted of several
modules. The first three modules were designed to capture data on personal characteristics of the respon-
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dents (such as gender, age, education, previous experience in founding/managing a social enterprise, mo-
tivation etc.), as well as on general characteristics of the enterprise (such as its type, size according to the
number of employees, ownership structure, year of establishment, sector of economic activity, sales turnover,
etc.). The other modules were devoted to the following dimensions of social enterprises: access to financ-
ing, main challenges and constraints for social enterprises, the role of innovation during the life-cycle of the
enterprise, the influence of different categories of stakeholders on the decision-making process of the en-
terprise and the social capital of entrepreneurs. 

In the dataset, we had 90 enterprises from Serbia out of which 69 could be identified as innovative or non-
innovative social enterprises. The decision made by researchers was to distinguish innovative form non-in-
novative SEs by defining innovative social enterprises (further marked as ISE) as organizations that used
innovations in doing business within the last three years, namely those whose managers or owners re-
sponded positively (“yes”) when answering the question “Has your organisation innovated in terms of prod-
ucts, process, finance, or marketing in the last 3 years?” when filling in the questionnaire. Opposite to this,
SEs whose representatives responded negatively to the question above were classified as non-innovative
SEs (further marked as NISE). As stated earlier, our motive was to determine which factors encourage so-
cial enterprises to behave in innovative way. Therefore, in our research, we focused on identifying factors that
come from intra-organizational setting (micro and macro organizational factors) as well as those coming
from external environment.  

Table 1: Questions tested

In order to get an answer to the previously set research questions, a null hypothesis was tested to ensure
that the specific factor (as questioned in Table 1) does not affect organizational innovativeness. The null hy-
pothesis in metric data states that the average value in ISE is equal to the average value in NISE, while in
the case of non-metric data it is stated that a certain proportion within ISE data is equal to the proportion
within NISE dataset. The null hypothesis was tested for each individual factor. The result of a statistical test
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Factor  Question 

External environment 
 

Is contributing to solving a social or environmental issue an objective of your 
organization?  
Which of the following sources of funding are available for social enterprises in 
your country?  
Where did your organization get the funds to start its activity? 
Which funds do you actually use in your activity? Do you use bank loans, 
grants from projects, personal savings, donations/fundraising, crowdfunding, 
microcredit, regulated market (e.g., insurances), social investment or private 
investment for activity? 
Did you innovate in response to a change in your external environment?  
Please describe the degree to which the following categories of stakeholder 
influence the decision making in your organization (5 = high influence; 1 = no 
influence). 
What stakeholder engagement practices do you use:  

 
Organizational-level 

factors 
 

Is it important for your organization to grow? (e.g., increase the number or 
range of activities, recruit more employees, etc.?) 
How important was innovation in the start-up phase of your organization, i.e., 
in terms of products, process, finance, or marketing? 
How important are innovations in current phase? 

Group-level factors 

In my team people generally trust each other. 
In my team people generally co-operate effectively. 
I generally trust people in my team**I can generally co-operate with my team 
members. 
The enterprise has a large network of business relations. 

Individual-level 
factors 

 

Does your organization employ paid staff? 
Have you been involved in founding a social enterprise before this one? 
Have you managed a social enterprise before this one?  
What is your main motivation to work in/ found a Social Enterprise? 
How satisfied are you with your professional life in general? 
What is your highest education qualification? 

Do you identify yourself as a person with severe disabilities? 



provides a realized p-value based on which we reject or not-reject the null hypothesis. When the p-value is
less than the significance level α = 0.05, the null hypothesis is rejected, otherwise it is not rejected. In case
that we do not reject the null hypothesis, the conclusion is that the factor does not affect the innovation, i.e.,
that there is no difference between the ISE and the NISE regarding the examined factor, which is marked with
the sign “=”. If the null hypothesis is rejected, we conclude that the factor influences innovation, i.e., that
there is a statistically significant difference between the ISE and the NISE in terms of the investigated factor,
which was marked with the sign “≠“.

Statistical analysis was performed using the t-test for testing equality of means, z-test for testing equality of
proportion, hi-square test, Fisher’s exact test and some nonparametric tests to confirm the results obtained
using parametric tests. For numerical variables we used the t-test for testing equality of means between ISE
and NISE. Questions that have been taken into analysis for this research follow the Likert item logics scale,
like 1- Completely disagree, 2 –Disagree, 3-Neither agree or disagree, 4-Agree, 5-Completely agree. Such
variables have been considered as metric variables while testing, and we applied the t-test. The results
gained that way have also been checked by the application of non-parametric tests. The analysis has shown
the same results. For making statistical inferences in the chapter we used α=0.05. Therefore, we conclude
that the inference is valid both in case when data are treated as metric or as non-metric ones. 

4 Research results

As explained, we have gathered the data on personal characteristics of respondents, their experience, gen-
eral characteristics of the enterprise, access to capital, challenges and constraints, the role of innovation, the
influence of different stakeholders on decision-making processes, and the social capital of entrepreneurs.
The whole list of explored factors, derived from the questions in, is provided in. Based on these data we in-
vestigated what factors influence innovativeness of social enterprises in Serbia. This section explains which
of the explored factors have proved (by using statistical tests as described in the Methodology section) to
influence innovativeness and in what manner. 

Contribution to solving a social problem and innovativeness. Recognizing contribution to solving a social or
environmental issue as organization’s objective is reported to make a difference between innovative and
non-innovative social enterprises. While both ISE and NISE report this as organizational objective, ISEs rec-
ognize it with statistically significant difference (Table 1). 

Table 2: Contribution to solving a social problem and innovativeness –
comparisons of column proportions (Serbia)

Innovation importance in different stages of the life cycle. In comparison with NISEs, ISEs value innovation
higher (mean value 3.9), and they value the importance of innovation in the start-up phase as well as in the
current one. That means that those SEs that innovate, consider innovation to be important in all phases of
the organization’s life cycle (Table 2). 

Table 3: Innovation importance in different stages of life cycle – testing equality of means (Serbia)

*offered responses: 1-Not at all satisfied/important, 2-Slightly satisfied/important,
3-Moderately satisfied/Neutral, 4-Very satisfied/important, 

5-Extremely satisfied/important.
No ISE = 49 No NISE= 20
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Question/Factor ISE NISE 

Is contributing to solving a social or environmental issue an objective
of your organisation? 

Yes 97.9% 78.9% 
No 2.1% 21.1% 

No of respondents 48 19 

Questions/ Factors* 
Test 

results 
p-

value 
Mean value 

ISE NISE 
How important was innovation in the start-up phase 
of your organisation, i.e., in terms of products, 
process, finance, or marketing? 

 0.003 3.90 2.85 



Start-up funding and innovativeness. A source of funding (bank loans, grants from projects, personal savings,
donations, fundraising, social investment, private investment) for starting the activity does not influence in-
novativeness in any case, except in cases the funds originated from grants. The same conclusion can be
drawn about the source of financing at the time when the research was done – grants from projects in Ser-
bia influence innovativeness of social enterprises in such a manner that those who have used grants from
projects innovate more in the start-up phase, as well as in the current (Table 3).

Funding and innovativeness. We have tested the following sources of funding: bank loans, grants from proj-
ects, personal savings, donations, fundraising, social investment, and private investment and they do not in-
fluence innovativeness in SEs. The only funding type that is connected to innovativeness is the use of grants
from projects to start the activity which they actually use from the activity.

Table 4: Funding and innovativeness – comparisons of column proportions (Serbia)

Influence of stakeholders and innovativeness. In innovative social enterprises, stakeholders such as Owner
/ Boards of Directors, Employees, Customers and users, Third Sector Organizations and NGOs and the
Community have a greater impact on decision making than in the non-innovative ones (). Shareholders/ In-
vestors, suppliers and state and public administration make no difference in influencing the average impact
on decision making between innovative and non-innovative enterprises.

Table 5: Influence of stakeholders and innovativeness – testing equality of means (Serbia)

* By rule we apply alpha 5% with an exception in this case when alpha is 10%
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Grants from projects Test results 
 Percent 

ISE NISE 

Using grants from projects to start its 
activity? 

 
Yes 38.8% 10% 

No 61.2% 90% 

Using grants from projects for actual 
activity  

Yes 49.0% 20.0% 

No 51.0% 80.0% 

Number of respondents  49 20 

G.1) Degree to which stakeholders influence 
the decision making in organisation (5 = 
high influence; 1 =no influence) 

Test 
results 

Type of 

organisation 
N Mean 

Owner/Boards of directors  
ISE 48 4.3542 

NISE 20 3.7000 

Shareholders/Investors = 
ISE 48 2.5417 

NISE 20 2.3500 

Employees  
ISE 48 3.4583 

NISE 20 2.6000 

Suppliers = 
ISE 48 2.2083 

NISE 20 2.2500 

Customers and users*  
ISE 48 3.5208 

NISE 20 2.9000 

State and public administration = 
ISE 48 2.7292 

NISE 20 2.6000 

Third sector organisations and NGOs  
ISE 48 2.4375 

NISE 20 1.6000 

Community  
ISE 48 3.0417 

NISE 20 1.8500 



Stakeholder engagement practice and innovativeness. The type of stakeholder engagement practice was ex-
amined as well. We evaluated the influence of the following different practices of stakeholder involvement:
dedicated telephone lines, public meetings, collection of feedback, surveys and evaluation of users’ satis-
faction, advisory groups, stakeholder involvement in the reporting of activities (e.g., sustainability report-
ing), membership of executive boards and social media. Innovative social enterprises are less likely to use
collection of feedbacks, surveys and evaluation of users’ satisfaction as stakeholders’ engagement practices
in comparison with non-innovative social enterprisers. When we analysed social media we saw that NISE
used social media as stakeholders engagement practice in a  statistically higher percent than ISE did ().

Table 6: Stakeholder engagement practice and innovativeness –
comparisons of column proportions (Serbia)

Team characteristics and innovativeness. Our statistical analysis shows that team members cooperate well
in both ISEs and NISE. However, trust levels are significantly higher among team members who work in
ISEs than among those who work in NISEs. The cooperation level among team members is also higher in
ISE compared to NISE. ISEs also appear to be more likely to develop diverse networks of business relations.

Table 7: Team characteristics and innovativeness – testing equality of means (Serbia)

* Offered answers to respondents: 1- Not at all, 2 - A little, 3 – Medium, 4 – Quite a lot, 5 – Completely.
**realized p=0.1 when performed nonparametric test to verify results of t-test

*** No ISE = 47 No NISE= 15

The section above analysed the factors that influence innovativeness of social enterprises in Serbia. In ad-
dition, we run the same analysis for the sample of 837 social enterprises from 11 European countries. Com-
parison of the results is provided in . That comparison shows that the European pool of explored SEs reports
additional factors influencing innovativeness, which did not appear important in the Serbian sample. These
are: availability of funding, innovativeness in response to a change in your external environment, orientation
towards growth, having the paid staff, previous experience in founding/managing a social enterprise, moti-
vation to work in/ found an SE, professional life satisfaction, education level and being disabled. If grouped
as external environment factors, organizational factors, group-level factors and individual-level factors, re-
sults show the following.

Table 8 gives a summary of the individual impacts of the investigated factors on the organizational innova-
tiveness in 11 European countries and Serbia. ˮYesˮ in the column means that the factor explored influence
innovativeness, while ˮNoˮ means that the factor does not affect innovativeness. 
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What stakeholder engagement practices 
do you use? 

Test 
results  

Type of organisation 

ISE NISE 

Collection of feedback, surveys and 
evaluation of users’ satisfaction 

 
Yes 43.8% 85.0% 

No 56.3% 15.0% 

 Social media  
Yes 60.4% 90.0% 

No 39.6% 10.0% 

Number of respondents 48 20 

Statements*  Test results p-
value 

Mean value 
ISE NISE 

In my team people generally trust each other  0.048 4.04 3.47 

In my team people generally co-operate 
effectively 

= 0.122 3.93 3.60 

I generally trust people in my team**  0.01 4.26 3.53 

I can generally co-operate with my team 
members 

 0.02 4.43 4.00 

The enterprise has a large network of 
business relations. 

 0.008 3.70 2.93 
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In addition to the above, the following factors have been tested: involvement in any economic activity (such
as selling goods and services); independency of income from grants, donation, bequests, or benefactions;
investing profits to fund core activities; opportunity of the respondents to decide/manage major issues in the
enterprise (e.g., strategy, enterprise objectives, activities to be run, organization of team work, etc.); family
history of entrepreneurship, gender of the respondents; and vocational education or training relevant for
their current position. Analyses show that these factors do not influence innovativeness in 11 European
countries nor in Serbia.

Table 8: Influence of particular factors on the innovativeness of social enterprises in 
Serbia and 11 European countries

Factor  Factors Serbia 
11  

European 
countries* 

External 
environment 

 

Solving social or environmental issues Yes Yes 
Availability of various sources of funding for SE No Yes 
Using grants from projects to start the activity? Yes Yes 
Using grants form projects for actual activity Yes Yes 
Innovative behaviour in response to a change in external 
environment No Yes 

Influence of stakeholders on decision making in SE Yes Yes 

Stakeholder engagement practices Yes Yes 
 

Organizational 
factors 

 

Importance of organizational growth No Yes 
Importance of innovation in the start-up phase of SE Yes Yes 

Importance of innovation in current phase Yes Yes 

Group-level Team work Yes Yes 

Individual 
 

Employing paid staff No Yes 

Previous experience in founding a SE No Yes 

Previous experience in managing SE No Yes 

Main motivation to work in/ found SE No Yes 
Satisfaction with professional life in general No Yes 
Education No Yes 
Being disabled  No Yes 

 

Conclusion and Discussion

In this paper we studied the determinants of organizational innovativeness within the pool of social enterprises in Serbia.
Following the systematization of the innovation drivers into four groups: external environment of the organization, macro-
organizational factors, group (team)-level factors and people-related innovation drivers we defined in the section 2, we
make the following conclusions:

External environment

The influence of external environment is important for innovation in a sense that ISE report being to a higher extent involved
in innovation due to changes in the external environment, while NISE report not being involved in innovation to a higher
extent due to this same reason. Innovative social organizations also report to be more prone towards developing more di-
verse network of business relations, and involving stakeholders (Owner/Boards of Directors, employees, suppliers, cus-
tomers and users, third sector organizations and NGOs, and the community) in their decision-making process more. They
are more likely to use collection of feedback, surveys and evaluation of users’ satisfaction and social media as stake-
holders’ engagement practices in comparison with  non-innovative ones. Bank loans availability in the start-up phase, and
grants from projects during development are connected to innovativeness of social enterprises. These conclusions are true
both for Serbia and for the whole European sample. In addition to this, the European pool also reports availability of fund-
ing sources and innovation in response to a change in external environment as innovation drivers coming from the exter-
nal environment. The ISE report to have at disposal the following sources of funding: crowdfunding, microcredit, social
investment and private investment with statistically significant difference compared to NISE. In statistically higher  percent

Note: * For more detailed result on the European pool results please see Aleksic Miric, Petrovic & Celikovic (2018).
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