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“The reasonable man adapts himself to the world, the unreasonable one 

persists in trying to adapt the world to himself. Therefore all progress depends 

on the unreasonable man.” – George Bernard Shaw 
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ABSTRACT 

 
Social entrepreneurship appears as a promising phenomenon for solving the world’s 

problems. Yet, social entrepreneurs encounter acute barriers in accessing financial capital, 

thus limiting their ability to generate an impact. This is particularly acute in Argentina, which 

faces acute considerable market failures. In light of the problems encountered in the incipient 

social entrepreneurship field, this thesis sets to answer the following research question: how 

do social networks influence the access to financial resources for Argentine social 

entrepreneurs? 

The paper reviews the literatures on social entrepreneurship and then examines the 

research on networks in explaining the general entrepreneurship phenomenon. Then, building 

from the network success hypothesis, the thesis develops a theoretical-analytical framework 

for analyzing the research question. Two relations are explored, through two guiding sub-

questions. The first explores how entrepreneurs build their networks, and adopts Larson and 

Starr’s (1993) model of network development for the analysis. The second, adopting 

Granovetter’s (1973) notion of weak ties, addresses how tie strength influences the access to 

financial resources. 

Adhering to critical realism as a philosophy of science, this thesis embarked in a 

qualitative multi-method approach by conducting 11 semi-structured interviews with 

critically sampled Argentine social entrepreneurs, and 3 field experts were additionally 

consulted. Data triangulation was employed in order to enhance the findings.  

The study finds that social entrepreneurs in Argentina utilize a variety of networks for 

different purposes, and this evolves through time according to the organization’s stage. The 

interviews revealed that entrepreneurs adopt purposeful exploration of relevant ties, but are 

less systematic in the screening and selection of ties. Most importantly, the grave market 

failures in the supply of financial capital in Argentina imposes severe constraints for the 

entrepreneurs, which this thesis finds an indication of a compensation effect, whereby 

entrepreneurs turn to their networks due to the scarcity of options for finance. The findings 

reveal that entrepreneurs have a high reliance on their own contributions and donations for 

funding their ventures. Moreover, a high degree of embeddedness characterizes the relations 

of entrepreneurs with their resource providers. Similarly to the literature’s claim, this thesis 
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finds that both weak and strong ties are equally important for seeking financial resources. 

Both weak and strong ties provide important support to entrepreneurs in the initial stages of 

the organization formation. Also, support networks seem determinant, as these provide 

essential funding in the early years and their key asset is providing useful information and 

connecting to key ties. 

The thesis concludes that the Argentine social entrepreneur’s social networks 

influence the access of financial resources, yet this causal relationship evolves. In the initial 

periods of the organization, networks appear as necessary conditions, whereas as the 

organization grows, these represent highly enabling contingent factors. Finally, other 

contingent factors that influence securing resources include the entrepreneur’s past 

experiences, their credibility and visibility gained.   
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I. INTRODUCTION TO THE RESEARCH FIELD 

 

We live in a rapidly evolving world with persistent global issues. These issues are 

dramatically accentuated in developing countries, where intolerable problems such as poverty 

or social exclusion, remain unaddressed. Social entrepreneurship appears as a promising 

phenomenon that combines an ambition to change the world´s most pressing problems while 

also generating a profit that enables the sustainability of their actions.  

Social entrepreneurs aspire to act fast while also provide long-term solutions that will 

pave the way toward a healthier transformation of society. In the latter half of the 20
th

 century 

the world witnessed, what Drayton (2002) terms, “the rise of the citizen sector” driven by 

“entrepreneurs who cannot stop until they have changed the whole society” (ibid: 45). These 

individuals drive organizations that provide disruptive solutions leading to deep, structural 

transformation (Drayton, 2006). The vast increase in not-for-profit organizations (NPO)
1
 

denotes an awakening of a sector that strives to accomplish this. Recently, a novel 

phenomenon emerged: social entrepreneurship (hereafter “S-ENT”). This involves innovative 

ventures seeking to solve unattended social problems with market-driven solutions. These 

organizational hybrids, more than timid marketing campaigns, they are independently-run 

organizations that sell products and services as a means to achieve a (net positive) social 

impact. This commercialization allows them to reach financial autonomy so eagerly desired 

by most donation-dependent NGOs. Conceptually, S-ENT combines the best of both business 

and the NPOs worlds.  

 The deeply-rooted social problems and market failures in developing countries 

(hereafter “DCs”) justify the need for S-ENT.  Located in the southernmost part of the world, 

Argentina is not exempted from this phenomenon. Following the 2001 crisis, the unstable 

macroeconomic environment resulted in high unemployment and skyrocketing poverty levels 

that contributed to the rise of “necessity-driven entrepreneurs” (FUNDES, 2010). This also 

inspired the rise of civil society organizations (hereafter “CSO”) seeking to provide speedy 

and alternative solutions to these problems. In spite of numerous inspiring stories of well, 

creatively-run organizations, the survival of these CSOs typically relies on the contributions 

of donors and some form of financial aid. This financial dependence necessitates a new 

                                                           
1
 In the US alone, the number of civil society organizations nearly tripled from 1982 to 2002 (Drayton, 2002) 
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organizational modus operandi, in which S-ENT appears as a viable and sustainable 

approach. Thus, led by “restless individuals” - as termed by Drayton (2002) - a number of 

Argentine social entrepreneurial ventures (hereafter SEVs) emerged in the past decade.  

 Two elements play a significant part in this appearance. First, a organizations require 

finance to start, grow and sustain their projected endeavours. However, as with most DCs, 

Argentina suffers from an inadequate access to capital and chronic financial market failures 

(PNUD, 2013). SEVs also differ from their business counterparts in terms of resource needs 

and ability to meet the requirements of formal financial institutions (Ashoka, n.d.). Moreover, 

the restricted state support and reliance upon private donations limits autonomy and also 

implies dedicating resources (i.e. time and effort) in attaining them instead of focusing on 

core activities. In view of these conditions, it is critical to understand how social 

entrepreneurs access the much needed financial resources. A number of questions arise: do 

social entrepreneurs face any challenges in accessing financial resources? If so, what are they 

and how do they overcome these barriers? 

 The extensive social interaction amongst diverse stakeholders constitutes another vital 

element of S-ENT. SEV’s work usually entails a strong community engagement, since their 

mission often seeks to attend the needs of a specific population (such as people with 

disabilities) or the production process involves “grassroots” activities. In the absence of 

sufficient economic resources, social entrepreneurs must look for means other than economic. 

Thus networks enter the scene: their networks of contacts appear as alternative sources to find 

such means. Therefore, the use of networks possibly provides a mean to overcome the 

barriers that SEVs face in contexts marked by severe market imperfections and may represent 

viable alternatives to the formal market. It is thus necessary to understand the connection 

between these elements. Two essential questions are posed: how do social entrepreneurs use 

their networks? Then, how does this affect the access to financial resources? Network theory 

deals with such concerns and therefore, it becomes highly relevant to apply these 

contributions to studies on social entrepreneurship.  

This thesis argues time is ripe to embark in such investigation. In addition, the promising 

success stories in microfinance
2
 placed an unmatched interest on S-ENT, both for 

practitioners and academia. After this gathered momentum of attention, it becomes crucial to 

                                                           
2
 For instance, the Nobel Peace Prize awarded to Professor M. Yunus and the Grameen Bank in 2006 for “for 

their efforts to create economic and social development from below”.  

Source: http://www.nobelprize.org/nobel_prizes/peace/laureates/2006/ [Accessed 17/10/2013]  
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move beyond the anecdotal. This is particularly pertinent in Argentina, where a number of 

organizations approach a decade of existence. Thus, more than presenting the cases, we need 

to find deeper insights on how to drive SEVs forward.  

This paper purposely began by citing Bernard Shaw’s unreasonable man in an allusion to 

social entrepreneurs in a firm belief that, indeed, a profound transformation depends on their 

initiated work. Also, classical economists’ theories centred on rational, profit-maximizing 

and emotionless individuals may not necessarily capture the full picture of social 

entrepreneurs. Social entrepreneurs display a high degree of social interaction, which 

explains the relevance of network theory as an adequate theoretical lens to understand their 

complex human behaviour. Thereby, this thesis sets out to explore the connections between 

the networks of social entrepreneurs and the access to finance.  

 

  

A. Research Question 

Given the Argentine context and considering the problems the issues in the field encountered 

by social entrepreneurs in their quest for financial resources, this thesis sets to answer the 

following research question:   

How do social networks influence the access to financial resources  

for Argentine Social Entrepreneurs? 

 

Expected relation and guiding questions 

Through this study, I expected to find a causal relation between the independent 

variable (i.e. social networks) and the dependent variable (i.e. access to financial resources). 

In order to answer the research question, this thesis interviews founders (i.e. the 

entrepreneurs) of critically sampled social entrepreneurial ventures in Argentina. With the 

purpose of facilitating and operationalizing the research question, two guiding sub-questions 

were developed, and they are as follows: 

Sub-Question 1: How do social entrepreneurs build their network structure?  
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Sub-Question 2: How does strength of ties affect the access to financial resources? 

 

B. Definitions 

Prior to analyzing how social networks influence the access to financial resources, a number 

of vital (and indeed controversial) concepts and terms will be clarified in order to understand 

their application throughout this paper.   

 Social entrepreneurship (“S-ENT”): A large part of the literature still largely devotes 

to finding the boundaries and definition, and the literature review section highlights such 

unsettled debates. Perhaps the difficulty of the task is because S-ENT entails discussions and 

re-definitions of previously established concepts such as value, profit, impact (and 

externalities). Considering this, Mair and Marti (2009) define S-ENT as “a process involving 

the innovative use and combination of resources to pursue opportunities to catalyze social 

change and/or address social needs” (ibid: 37). Viewing S-ENT as a process, suggests a 

continuum of organizational forms that begins in the pursuit of opportunities, which enables 

to consider organizations at the idea phase as well as post-launch phases. This paper takes 

this definition and incorporates Perrini and Vurro’s (2006) argument that these organizations 

focus their processes on the efficient and effective production of goods and services, thus 

distinguishing from charities and traditional NPOs (ibid). In other words, S-ENT is a process 

undertaken by hybrid organizational forms that focus on social change and needs through 

innovative combinations of resources and commercialization of goods and services.   

Entrepreneurship, on the other hand, takes the Schumpeterian (1934) definition, referring to 

an “innovative process of creating market disequilibrium (Shane and Venkataraman 2000) 

leading in turn to imitation” (Hockerts 2006: 5). The term “entrepreneurship” in this paper 

implies this definition, unless otherwise specified whenever it refers to S-ENT.  

Socially Entrepreneurial Ventures (hereafter “SEV”) are organizations “whose primary 

objective is the creation of social welfare (Hockerts, 2006) through the adoption of an 

innovative mix of profitable practices and social outcomes” (Perrini and Vurro 2006: 62). 

Simply stated, SEVs are the tangible organizational form of S-ENT. This paper takes SEVs 

as a reference, and this definition avoids misunderstanding with other organizations (often 

referred to as “social enterprise” in the literature) representing the traditional nonprofit, i.e. do 

not have a sustainable, revenue-generating in the core of their activities. Either in the 
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literature or in practice, SEVs are also referred to as “social purpose business ventures” 

(Hockerts, 2006) or “social business ventures” (employed in the field by Artemisia); these 

terms refer to the same organizational type as defined by SEV. However, SEVs differ from 

other concepts as “inclusive business” or “bottom of the pyramid” approaches”.  

Having defined the concept (S-ENT) and its organizational product (SEV), social 

entrepreneur refers to the person responsible for such venture, i.e. the creator and founder of 

SEVs. This paper applies the term “social entrepreneur” or simply “entrepreneur” invariably 

both referring to “social entrepreneurs”, with the exception of the literature review on 

networks and entrepreneurship. Otherwise, this paper explicitly refers to the other (non-social 

entrepreneurial) type of entrepreneurs as either “traditional”, “business”, or “conventional” 

entrepreneurs.   

Networks consist of nodes and connections. In social sciences, nodes are replaced with 

actors (either individuals or an aggregation of individuals) and connections substituted with 

“ties” or “bonds” (Davern 1997 in O’Donnell et al., 2001). Thus, in social sciences, networks 

are defined as a “series of direct and indirect ties from one actor to a collection of others” 

(O’Donnell et al., 2001: 752). This paper adopts a broadly encompassing sense of the term 

“network”, i.e. makes no distinction in the formality or composition of ties. Also, the paper 

concerns and refers to “social” networks, i.e. the networks of entrepreneurs as actors, and 

(unless specified) excludes a reference to inter-organizational networks (e.g. industrial 

clusters). A critical dimension of networks employed in this paper is that of “tie strength”. 

This, Granovetter (1973) defines as a “(probably linear) combination of the amount of time, 

the emotional intensity, the intimacy (mutual confiding), and the reciprocal services which 

characterize the tie”. Each of these is somewhat independent of the other, though the set is 

obviously highly intra-correlated” (ibid: 1361). A tie is thus, either strong (a friend), weak (an 

acquaintance) or absent. 
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C. Delimitations 

The present thesis pivots on social entrepreneurship and the role played by networks of social 

entrepreneurs in their quest for finance. Thus, social entrepreneurs are this study’s unit of 

analysis, which implies focusing on the individuals as central actors and consider networks 

that surround them (a “self-centered approach” as it presented in the Literature Review). 

Certainly, such choice comes with implications for the operationalization of this research.  

Firstly, the focus on one individual as idea-conceiver and founder of an organization 

disregards other essential members of the venture, namely co-founders and executive 

managers (other than the founder) to cite a few. Recognizing that organizations are by no 

means exclusively created by one single person (the “solo” entrepreneur) but often are the 

end result of a collective and collaborative work amongst a team, the self-centered approach 

of single entrepreneurs better adapts to the time constraints imposed by this investigation 

while also facilitates the analysis. The same applies to networks: this study centers its 

analysis on the “active network” of entrepreneurs, excluding those second-tier and indirect 

ties with whom the persons do not have much interaction.  

Regarding the entrepreneurs, the study adheres to a behavioral approach, i.e. looking 

at “what the entrepreneur does” and is not concerned with a traits approach (who the person 

is and personal characteristics of social entrepreneurs)
3
. An exploration of whether certain 

traits of these individuals correspond to better networking abilities that lead to an increased 

access to financial resources would be highly welcomed, yet this extends beyond the scope of 

this study. Moreover, no distinction is made between the experience, gender, age or 

socioeconomic backgrounds amongst entrepreneurs.  

Argentina is this study’s borderline. The section on the theoretical-analytical 

framework better explain the choice for a single-country approach. Despite the considerable 

disparities amongst regions (see the chapter on Contextual Presentation), this study considers 

social entrepreneurship on a national level; in-depth analysis of differences between urban-

rural zones and specifics of industries certainly may provide insights, but are beyond this 

thesis’ purpose, which is an introductory exploration of the yet uncovered Argentina’s social 

entrepreneurship ecosystem.    

                                                           
3
 For studies addressing the personal traits, see for instance Dees (1998) or Elkington and Hartigan (2008).  
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 Issues of performance and success of SEVs represent the primordial unfortunate 

victims of the time and resource constrains imposed by this master thesis. Though this study 

takes the “network success hypothesis”, it does so as a point of departure, i.e. focusing on the 

initial causal relations of building the network and the benefits entrepreneurs receive in terms 

of resources accessed, and excludes the final relation (that of network use and performance). 

Most importantly, one of the most controversial yet intellectually interesting debates amongst 

social entrepreneurship researchers deals with the issue of SEV’s performance. An 

engagement in such discussions requires tackling (and re-defining) the concepts of value and 

measuring of impact (in relation to the value and the intended social and economic impact). 

For the sake of developing the S-ENT field, I consider these discussions as far too important 

to be taken lightly, which is why this study does not include such elements
4
.  

 Political and legal discussions have also been omitted in this study. In particular, the 

pace of the S-ENT phenomenon exceeded that of the Argentine legal system: with the 

exception of cooperatives
5
, SEVs are in a legal caveat with no organizational form that 

perfectly feeds their functioning. For example, interesting legal structures emerged in the US, 

- L3C and “B-Corps”
6
, that may better suit SEVs. In addition, when dealing with legal 

activities, one may turn to the literature dealing with the informal economy. Though certainly 

interesting, discussions on the legal and political frameworks also exceed the purpose of this 

study.   

 An analysis of resource-access may benefit from the works of the resource-based 

literature. Also, the application of entrepreneurship in a developing country context, 

characterized by market failures and institutional voids, would equally benefit from research 

on institutional economics. Both of these, though highly relevant, also lie beyond the scope of 

this research, whose theoretical framework relies on large contributions of the network 

literature on entrepreneurship.  

                                                           
4
 Interested readers may turn to Emerson’s (2003) discussion on the “blended value proposition”, whereby he 

claims academia has been “intellectually lazy” with regards to the value created by SEVs due to a dichotomy 

between the “economic” and “social” value. He claims SEVs generate a “blend” between the two, and this re-

definition of value will aid practitioners and research with the foundations of the S-ENT field.  
5
 Since 2003, there is a distinct legal form for cooperatives based on a model of “social economy”. For more on 

this, see: Dep. Economía Política y Sistema Mundial. “Estado, Políticas Públicas y Economía Social”. La 

Revista del CCC. Mayo 2011. Available at: http://www.centrocultural.coop/revista/articulo/246/.ISSN1851-

3263  
6
 L3C (“low profit limited liability company”) for-profit company with limited responsibilities created to release 

tensions for investments for and not-for profit. “B-Corps”. For more, see: 

http://www.economist.com/node/21542432  
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D. Outline of structure 

The paper begins with a literature review that introduces the concepts and issues of social 

entrepreneurship and network theory, which serves as foundations for building this study’s 

theoretical-analytical framework. The succeeding chapter explains the methodology and 

underlying philosophy of science chosen for this investigation. An introduction is then 

provided on Argentina’s macro environment and the principal characteristics of the social 

entrepreneurs examined in this thesis. The next chapter empirically analyzes the findings in 

relation to the research question. Then, the chapter sets to discuss the guiding sub-questions 

and concludes by answering the research question and reassessing the validity of the 

framework applied. The final chapters conclude the research and expose future perspectives 

originated by this investigation. 

 

 

II. LITERATURE REVIEW 

 

Aiming to introduce the issues and theoretical discussions surrounding the research question, 

this chapter begins by reviewing the literature on social entrepreneurship, then examines 

network theory, paying close attention to the role played by entrepreneur’s networks in 

accessing resources. The last section presents the theoretical-analytical framework developed 

for this study. 

 

A. Social Entrepreneurship 

 

The literature recognizes two main factors explaining the rise of the S-ENT phenomenon: the 

crisis of the welfare state and the increased competition in the non-profit sector (Dees, 1998b, 

Reis, 1999 in Perrini and Vurro, 2006). The arrival of these new, hybrid organizational forms 

gave birth to the literature on social entrepreneurship (S-ENT). The concept of S-ENT is 

composed of three groups of research: a) NPO initiatives seeking alternative funding 
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strategies, b) socially responsible practices of commercial businesses engaged in cross-sector 

partnerships, and c) as a means to alleviate social problems and catalyze social transformation 

(Mair and Martí, 2009). This study deals with the latter.  

Since the identification of S-ENT as a phenomenon, both research and practitioners 

have engaged in ongoing conceptual discussions. However, academia has lagged behind: 

despite the growing research, the literature still lacks a common definition and theoretical 

groundings
7
(Austin et al., 2006; Granados et al., 2011; Hockerts, 2006; Mair and Martí, 

2009). Initial streams of research focused on the social entrepreneurs, attempting to define the 

person through a traits approach. These “creative individuals with a powerful new system-

change idea” (Drayton, 2002)  possess a vision and fortitude as necessary traits and are 

described as having passion, clarity of purpose, commitment, courage, values, customer 

focus, strategy and flexibility (Boschee, 1998 in Mair and Noboa, 2006). Drayton, arguably 

the biggest enthusiast
8
, distinguishes these individuals by their “entrepreneurial quality” and 

“relentless motivation to change a whole society”, a trait shared “by only a very small 

percentage of the population” (Mair and Noboa, 2006: 123).  

In fact, the academic development of S-ENT echoes that of business entrepreneurship 

and feeds from the latter’s ample literature. Yet, one may ask, what binds and separates the 

two types of entrepreneurship? Regarding the individuals, both types of entrepreneurs share 

similarities in their innovative characteristics (Perrini and Vurro, 2006), but some authors 

acclaim social entrepreneurs in their extra attention and ability to leverage external resources 

and find creative ways to overcome environmental barriers (Dacin et al., 2010). Drucker 

(2002) claims social entrepreneurs as being truly pioneers and stresses that the corporate 

sector can learn from not-for-profit organizations (NPOs) in terms of innovation and resource 

management, as the latter type of entrepreneurs “practice what most US businesses only 

preach” (ibid).  

Conceptually speaking, both types of entrepreneurship share a Schumpeterian 

foundation of innovation, i.e. through an on-going change orientation and exploitation of 

opportunities or unmet demands, especially since opportunities represent the core of 

entrepreneurship (Drucker 1985 in Perrini and Vurro, 2006: 72). Mair and Marti (2009) argue 

that instead of focusing discussions on the profit-motive, what differs the two fields relies in 

                                                           
7
 For a list and summary of definitions, see (Granados et al. 2011) or (Swanson and Zhang 2011).  

8
 Bill Drayton is Ashoka’s founder (a global social entrepreneur’s network). In this sense, Drayton plays a dual 

role as preacher of the S-ENT concept.  
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the organizational priority. In business entrepreneurship, social wealth is a by-product of the 

economic value created (Venkataraman, 1997), whereas in S-ENT the primary objective is 

social wealth creation and the earned income represents a necessary mean to achieve 

sustainability and financial self-sufficiency (Mair and Marti 2009). In other words, it is a 

question of means and ends: the S-ENT distinction lies in the organization’s priority, seeking 

to create economic value but as a necessary tool to achieve their social mission. Other 

discerning factors of S-ENT are: a longer-term objective with a preference to prioritize the 

community and stakeholders over the interests of investors or profit distribution (Perrini, and 

Vurro 2006) and different motivations, distinct categories of opportunities, processes, and 

outcomes (Mair and Noboa, 2006). 

Essentially, S-ENT’s uniqueness is difficult to pinpoint due to difficulties in 

identifying the boundaries of the “social” (Granados et al. 2011; Mair and Martí, 2009) and 

the value created. In a promising attempt to frame the understanding of S-ENT, Dacin et al. 

(2010) suggest focusing on the process of social value creation and the resources developed. 

Similarly, S-ENT’s blurred conceptual boundaries explain its different applications across 

context. Special difficulty lies in the different associations of the term “social” in each 

country, and thus the hardest challenge is defining the boundaries of what the “social” 

comprises (Granados et al. 2011; Mair and Martí, 2009). Therefore, the diverse academic 

backgrounds, geographic locations and economic developmental context of countries explain 

the diverging interpretations of the phenomenon. 

The literature on S-ENT is predominantly Global North-oriented. Sadly, DCs produce 

limited local studies: in a bibliometric review of the existing literature (Granados et al. 2011) 

finds that only 10% of publications originate from Asia, Africa and South America. This 

accentuates in Argentina where, other than ENI Di Tella’s (2013) recent survey, academic 

studies on Argentine social entrepreneurs are simply absent or inadequate
9
. 

Networks play a vital role in S-ENT due to resource constraints. Austin et al. (2006) 

find that in comparison to their business counterparts, social entrepreneurs have more 

constraints in accessing resources due to several reasons: limited budget to attract talent, few 

financial institutional instruments available and funding-related complexities. Since this 

                                                           
9
 ENI Di Tella (2013) identifies three other research papers, mostly qualitative case studies. However, these 

were not necessarily exclusive to Argentina. Also, the three focus on either inclusive businesses or private 

companies (often multinationals) adopting “bottom of the pyramid” programs, which does not comply with the 

definition of S-ENT adopted in this thesis. 
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restraints the ability to fulfill their mission, it becomes critical to develop a large network of 

strong supporters as well as an ability to communicate their impact to leverage resources 

outside of the organization (ibid). Austin et al. (2006) conclude that this implies social 

entrepreneurs must manage a wider diversity of relationships (e.g. funders, managers and 

staff, volunteers, board members and partners) and often requires to work with other actors 

(of CSOs, businesses and/or government) to access resources (e.g. through partnerships). 

Other attributes of social entrepreneurs include: aptitude for networking, bridging capacity 

and a strong reputation that stimulates trust amongst stakeholders (Austin et al. 2006; Mair 

and Martí, 2009; Perrini and Vurro, 2006). 

Despite the stated importance of social entrepreneur’s networks, the S-ENT literature 

is deprived of studies that specifically analyze these networks. Mair and Marti (2010) stress 

the need to understand the structural dimensions of social capital
10

 in S-ENT (i.e. how it is 

built, maintained and increased) as well as the relational capital (i.e. the quality of relations). 

Finally, Austin et al. (2006) make a novel and relevant observation for academic discussion: 

the value created by S-ENT implies a re-consideration of SEV’ frontiers. They argue that 

“networking across organizational boundaries to create social value is a powerful strategy for 

social entrepreneurs because the objectives of creating social value do not require that value 

be captured within organizational boundaries” (ibid, 18). Therefore, social entrepreneurs 

exploit networks due to resource-access challenges, and also because relationship building is 

intrinsic in the SEV’s mission and the nature of the value created by S-ENT. 

In sum, S-ENT is a nascent phenomenon that still lacks an accurate theoretical 

definition due to the unclear barriers of the “social”. Moreover, the meager available research 

originates mainly from success stories and case studies that provide limited empirical 

evidence. Though the literature on S-ENT stresses the social entrepreneur’s networking 

abilities, it provides rather superficial accounts on the role played by networks in the 

acquisition of resources. A large body of network theory dedicates to the study of 

entrepreneurial phenomena. Thereby, in order to better grasp how social entrepreneurs use 

their networks and the relationship these have with resources, the next section will review the 

literature on networks.  

 

                                                           
10

 Social capital refers to the ensemble of social ties that a person has in their social sphere, i.e. the diverse 

persons to which the individual can appeal to in different situations such as problems, urgencies, solidarities, or 

alliances (Bourdieu, 1997 in Cuberos et al., 2011). 
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B. Social Networks 

 

The application of network theory to entrepreneurship studies arises from a critique of 

classical and neo-classical economic theories; the later postulates that economic activities 

take place through the market and are based on short-term, rational considerations of self-

centered, profit-maximizing individuals (O’Donnell et al., 2001). In a heated dispute with 

transaction cost economists, (Granovetter, 1985) developed the social embeddedness 

hypothesis, whereby individuals and organizations’ economic actions are embedded in a 

network of permanent social relations (“embedded ties”), distinguishing these from the 

typical market transactions (“arm’s length”)
11

. He argues, in addition, that this embeddedness 

element in economic transactions between persons strongly influence transactions outcomes 

and concludes that only arm’s length relations are handled like classical and neo-classical 

economic theory predicts. Thereby, network theory recognizes that entrepreneurial research 

should acknowledge the environmental context of the entrepreneur (Aldrich and Zimmer, 

1986; Granovetter, 1985).  

This embedded context sparked the interest in networks for entrepreneurial studies 

(Dodd 1997 in O’Donnell et al.,, 2001). The construction of network research derives from 

two fields differing in the unit of analysis (Carpenter et al., 2012; O’Donnell et al., 2001). 

The first, originates from the management and business administration backgrounds, and 

examines the inter-organizational relations, namely vertical and horizontal networks and 

industrial clusters. The second stream of research comes from the sociological approaches 

and deals with the inter-personal relations
12

. The research on these inter-personal networks 

(in the literature referred to as “personal” or “social” networks) originates from social 

network theory, derived from social sciences, and represents the theoretical lens applied to 

networks in this thesis (refer Delimitations).    

The ample literature on social networks differs in terms of units of analysis and network 

dimensions. The majority of studies dealing with entrepreneurial personal networks apply a 

“fan” approach, centering the relationships surrounding the entrepreneur (O’Donnell et al., 

2001). Due to the complexity and extensive nature of networks, neither the “fan” or other 

units of analysis can truly be positioned at the network level, but they can provide insights on 

                                                           
11

 These typical market transactions (“arm’s length relations”) are characterized by a lack of personal emotions 

between transaction partners; the opposite occurs for “embedded ties” (Granovetter, 1973).  
12

 On this distinction, O’Donnell et al. (2001) and Carpenter et al. (2012) provide insightful summary tables.  
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the network of relations in which the entrepreneur is embedded (ibid). Also, according to 

social network theory, network analysis should consider both the structure and nature of 

interactions between actors, through three possible dimensions: a) network content and 

activities, b) network governance, and c) network structure (Hoang and Antoncic, 2003).  

To analyze the structure of networks, initial studies opted for quantitative approaches 

whereby network size is measured by the number of personal contacts (Aldrich and Zimmer, 

1986; Burt, 1993). However, size is a “mixed blessing” since bigger networks does not 

necessarily lead to a focal person getting more benefits from the network (Burt, 1993) and it 

measures the amount, not the diversity of resources accessed (Hoang and Antoncic, 2003). 

Thus, many studies opted for tie strength, based on Granovetter’s (1973) notion of weak ties, 

which describe the extent to which actors can gain access to new information and ideas 

through ties that lie outside of their immediate cluster of contacts (Hoang and Antoncic, 

2003: 171). Tie strength is measured in terms of frequency and degree of kin (i.e. either 

friend or acquaintance) of contact (Hoang and Antoncic 2003; Greve and Salaff, 2003). 

Comparatively speaking, tie strength appears as a more suitably pragmatic approach for 

analyzing network structures than other measures in sociological research. 

Another focal interest is that of network content and quality of ties, where the concept 

of trust relates to social capital analysis. Trust is a social attribute that creates a willingness 

among people in a relation to sacrifice their short-term, individual interest for the attainment 

of joint goals or long-term objectives (Sabel, 1993 in Kuada 2009). Thus, if trust arises in a 

relationship between ties, individuals believe in maintaining that relationship which then 

fosters long-term collaboration (Fukuyama 1995 in Kuada 2009). The literature recognizes 

trust as a key asset of networks (ibid) and the most cited critical aspect for network exchange 

since it increases the quality of resource flows (Larson, 1992 in Hoang and Antoncic, 2003).  

 Regarding network process, (Larson and Starr, 1993) present a dynamic model 

(hereafter “L&S Model”) that perhaps best captures the process of network development 

throughout the entrepreneurial phases (Jack, 2010; Witt et al., 2008). This network model of 

organization formation describes, in a series of stages, the transformation process that starts 

from a personal network of the entrepreneur into a crystalized organizational network of the 

firm. The model posits that throughout all stages, the entrepreneur explores, screens and 

selects network ties in accordance to the business goals of the firm; the model also assumes 

the entrepreneur engages in a trial and error manner. By increasing the number of business 
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ties in his or her personal network and layering existing relationships with contact partners, 

the entrepreneur constantly develops his network into an organizational network of the start-

up. The L&S Model contributes to frame the behavior of the entrepreneurs and understand 

how their activities link with network building while forming a new firm. Hite’s (2005) 

evolutionary model and Greve and Salaff’s (2003) work on entrepreneurial phase offer 

alternative qualitative approaches to analyze the network process. Though both describe 

different stages of networks as the organization grows, neither model specifies how 

entrepreneurs actually build their networks and what activities they undertake to achieve this.  

A prominent theoretical perspective within the literature on entrepreneurship is “the 

network approach to entrepreneurship” (Aldrich and Zimmer, 1986), which applies network 

theory to analyze small, entrepreneurial firms. Grounded on Granovetter’s (1985) 

embeddedness, this perspective assumes that network resources, activities, and support are 

used to establish new enterprises (Brüderl and Preisendörfer, 1998). Thereby, the study of 

personal networks can explain whether and how these organizations overcome disadvantages 

as market entrants. Entrepreneurs, turn to their networks due to the structural nature of their 

relations (i.e. embedded ties) and in order to compensate for missing resources they either 

lack internally or cannot acquire in the market – which Bayer (1991) refers to a 

“compensation effect”. Grounded on the network approach to entrepreneurship, (Brüderl and 

Preisendörfer 1998) develop the network success hypothesis (hereafter “NSH”), which posits 

there is a positive relationship between the networking activities of founders and their start-

up’s success (Brüderl and Preisendörfer 1998; Hoang and Antoncic 2003). By analyzing the 

activities, types of relationships and support received within the network, the hypothesis 

implies that founders use their personal networks to access resources and information at a 

price below the market price or secure resources unavailable in the market (ibid). 

NSH nourishes from a large body of research that considers networks as a 

determining factor of entrepreneurship. Networks play a beneficial role as key channels of 

information flows (O’Donnell 2001) and represent the most important resource to draw upon 

at the early stages of the enterprise (O’Donnell 2001). Through a study of German start-ups, 

Brüderl and Preisendörfer (1998) find that social capital (network support) substitutes other 

missing capital (human or financial). The authors conclude network support increases 

probability of survival and growth of newly founded firms thereby validating the NSH.  
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Witt (2004; 2008), in contrast, bluntly rejects the hypothesis. Through another 

quantitative study on German entrepreneurs, the author questions previous empirical 

evidence supporting that network links do help entrepreneurs access either cheaper resources 

or exclusive resources unavailable in the market (Witt 2004). Though the authors 

acknowledge some resources are not available on market, this seems the exception rather than 

the rule in Germany (ibid). However, Witt leaves the uncertainty of how and to what extent 

their findings apply in other context, particularly in countries characterized by market and 

institutional failures. Sadly, the limited empirical studies testing the network success in 

developing countries prohibits a sound overruling on this matter. On the other hand, Witt et 

al. (2008) significantly contribute to conceptualize the causal relationship inherent in the 

NSH by identifying the assumed links involved in the process - shown in the figure below.  

 

FIGURE 1 - The “classical version of the entrepreneurial network success hypothesis” - (adapted 

 

     Source: Witt et al. (2008) 

 

Overall, network theory appears as highly relevant for studying the entrepreneurial 

process due to the embeddedness of the entrepreneur’s relations. Particularly important is the 

entrepreneur’s ability to access resources through its network of contacts. The next section 

discusses the literature’s debates on the link between networks and resources access, paying 

close attention to financial resources. 
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C. Resources accessed through networks 

 

The literature explores the network’s role in opportunity creation, resource mobilization and 

firm performance
13

. Since one actor alone (i.e. the entrepreneur) may not have all needed 

resources to develop the organization, actors engage in an exchange of resources and, at the 

same time, grow their own personal network (Premaratne, 2001). The new entrepreneur thus 

becomes dependent upon his personal network as a supplement to his own business resources 

since social linkages allow higher and more stable flows of resources (Johannisson 1988 in 

Premaratne, 2001). Because networks give credibility, this increases an actor’s capacity to 

directly access resources and find new sources of resources and information (ibid). Faced 

with the choice of where to acquire resources,  networks offer two advantages for 

entrepreneurs: as a mean to gain access resources at a limited cost (Dubini and Howard, 

1991) and facilitate a quick mobilization of resources (Premaratne, 2001). 

Concerning the resource access, most studies adopt a structural dimension, primarily 

focusing on the network composition and nature of relationships. First, actors’ differential 

positioning within a network structure is believed to impact resource flows (Hoang and 

Antoncic, 2003) and many studies adopt Granovetter’s strength of ties (1973) as an analytical 

dimension. Certain authors consider weak ties as critical sources of information, providing 

higher information benefits than networks composed of strong ties (Aldrich and Zimmer, 

1986; Granovetter, 1973). Burt (1993) claims weak ties do not necessarily provide more 

information, but they allow bridging of “structural holes” (i.e. establish ties from otherwise 

unconnected actors) thereby freeing access to non-redundant information, which is of higher 

value. Jenssen and Koenig (2002) reach a dissimilar conclusion: both strong and weak ties 

are important for information and financial resources, but strong ties seem more determinant 

for accessing motivational resources.  

Regarding financial resources, a principal unaddressed researched question concerns 

how social relationships and networks affect who gets capital and its costs (Uzzi, 1999). Uzzi 

(1999) examines the effect of social embeddedness on organization’s acquisition and cost of 

financial capital in the banking sector. His study finds that the embeddedness of relationships 
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 For studies addressing the role of networks in the entrepreneurial opportunities process see Hoang and 

Antoncic (2003).  
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between firms and their lenders leads to lower interest rates on loans (ibid). Also, firms are 

more likely to receive beneficial terms if their network of banks has a mix of embedded and 

arm’s length relations, arguing that embedded ties motivate to share private resources 

whereas arm’s length facilitate access to public information on prices and opportunities  

(ibid). Therefore, the highest value is achieved when both bridge links public information of 

markets and private resources of relationships (ibid).  

The research on networks and entrepreneurship mainly sets in industrialized nations 

and the literature offers scarce findings on networks in a DC context. Premaratne’s (2001) 

impressive study on SMEs in Sri Lanka addresses this gap. The study concludes networks 

serve as a critical provision of resources for firms. In addition, he finds that social networks 

provide more non-material support and information, whereas organizational networks - 

especially support networks
14

- provide financial support (ibid). Premaratne’s (2001) key 

insight reveals that SMEs with supporting networks are more likely to receive financial 

support from formal resources
15

. These findings contrast Witt’s arguments (2004; 2008) that 

in Germany (or developed nations) networks play a minor role in resource access. These 

contrasting findings may be attributed to country-specific context (or economic development 

levels): disparities in resource abundance and formal institutional support available in the 

market might explain the extent to which networks provide benefits for entrepreneurs and 

their SMEs. Thus, DC entrepreneurs may face higher needs for alternatives to formal sources 

of financial capital due to market imperfections, informality. 

In sum, entrepreneurs obtain both financial and non-financial benefits from networks, 

particularly in initial stages and for securing resources in light of market failures. However, 

the loose application of the  network concept in the literature and differences in definitions, 

levels of analysis and research methods explain disparate research findings (O’Donnell et al., 

2001). Moreover, few studies examine networks in developing country contexts. Nonetheless, 

for researchers adopting consistent methodologies with solid theoretical applications, network 

theory offers a prominent lens in which to analyze the mechanisms underlying social 

entrepreneurship and resource access. The embeddedness of social relationships stresses the 

importance of networks because, as Dubini and Howard (1991) argue, entrepreneurship is 

essentially a networking activity. Incorporating underlined elements from the literature, the 

next section explains the theoretical and analytical framework applied in this investigation. 
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 These are: supporting agencies, banks, government agencies and non-governmental organizations.  
15

 However, the author warns that this does not necessarily correlate with a higher performance of such firms. 
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D. Theoretical-Analytical Framework 

 

This section exhibits the elements of the theoretical and analytical framework (hereafter “The 

Framework”) applied to the research question. Then, it discusses how variables should be 

understood and posits the expected relationships between these variables. In the quest for 

constructing The Framework, this study finds its inspiration from the literature reviewed in 

the previous chapter. 

First, this study on S-ENT makes a vital leap into the literatures on entrepreneurship 

and networks, thereby profiting from existing (and far more robust) research on traditional 

entrepreneurship. S-ENT’s yet undefined theoretical foundations represent a unique 

opportunity for researchers from different fields
16

. A number of authors advocate for 

exploring S-ENT through established theories (Short et al. 2009) by applying existing 

entrepreneurship frameworks in ways that address the S-ENT phenomenon (Dacin et al., 

2010) and rethinking important concepts and assumptions of general entrepreneurship (Mair 

and Marti, 2009). Although most of its literature originates from the business and 

management academia (Granados et al. 2011), S-ENT cannot be fully framed within a purely 

economic view and thus requires to incorporate the “social” and local environment (Mair and 

Martí 2006). For this purpose, network theory provides a promising lens to examine how the 

context enables and constrains S-ENT and how social change happens (ibid, 2010).  

Thereby, due to the embedded environments in which social entrepreneurs operate, 

this study adheres to the network approach to entrepreneurship (refer Literature Review). 

This theoretical perspective views actors in their environmental context (Aldrich and 

Zimmer, 1986) and acknowledges both the economic-instrumental and social-emotional 

aspects of such relationships (Etzioni, 1988 in O’Donnell et al., 2001). In this sense, I chose a 

holistic approach for this investigation, which avoids limitations of purely economic theories 

(e.g. neo-classical) or single-variables analysis such as trait models (Gartner 1989 in 

O’Donnell et al., 2001) and rate models (Aldrich, 1989 in O’Donnell et al., 2001). As Larson 

(1993) eloquently argues: “actors are overly-socialized when portrayed as governed 

exclusively by values and norms and under-socialized when portrayed as isolated, rational 
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 Namely entrepreneurship, sociology and organizational theory (Mair and Marti, 2009). 
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economic units” (Witt, 2004: 409). Furthermore, this theoretical lens is relevant for all 

industries and types of resources
17

 and networks are considered a critical factor of 

entrepreneurial small firms either at the start-up or post-formation stage
18

. The network 

approach to entrepreneurship also adequately fits for to analyze the resource acquisition 

process. Initial observations from practice
19

 indicate that social entrepreneurs in Argentina 

make extensive use of their networks, mainly personal contacts from prior work experiences 

and support organizations. Austin et al. (2010) asserts that compared with commercial 

entrepreneurs, social entrepreneurs rely just as much, if not more so, on a robust network of 

contacts that will provide them access to crucial resources. 

Within the network approach, this study finds its inspiration from the NSH. In 

particular, it takes the initial assumptions of the NSH as presented by (Witt et al., 2008), 

involving the links of networking activities, building of network structure and benefits 

obtained from the network, i.e. arrows “a” and “b” in Figure 1 (cf. page 15). This provides a 

useful understanding of the necessary sub-steps in the overall relation between the 

entrepreneur’s social networks and resource access. The subsequent causal link of the NSH, 

i.e. the performance (arrow “c”) of organizations, is not within the scope of this study
20

. 

Thus, the first two causal links of Witt et al.’s (2008) view are used for the construction of the 

framework. The Framework is presented in Figure 2 below.  

 

FIGURE 2 - Theoretical Framework (“The Framework”) 
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 Witt (2004) 
18

 Aldrich and Zimmer, 1986; Johannisson 1987 (in O’Donnell, 2001) 
19

 Observations from working in the field (refer Methodology chapter). 
20

 This study explores how networks influence resource access, and excludes an analysis on network’s effect on 

the organization’s results (refer Delimitations section).  
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The Framework seeks to understand the research question, i.e. how social networks 

influence the access to financial resources for Argentine Social Entrepreneurs. To answer 

this, the framework starts with a central relationship comprised of two variables: an 

independent variable (social networks) and a dependent variable (access to financial 

resources). According to social network theory, network analysis should contain both a 

structure and a process element. This is why two sub-questions of such nature guide the 

discussions surrounding the research question. 

The first sub-question (“SQ1”) reads: how do social entrepreneurs build the network 

structure? This examines the link between social entrepreneurs and social networks, which is 

understood as a process of networking activities, and corresponds to the first causal link in 

the NSH (presented above).  Although Witt et al. (2008) do not specify the network building 

process – i.e. how networks are built - they do acclaim the contributions of the L&S Model 

for this purpose. Others identify the L&S Model as the first key contribution to understanding 

the interplay and dynamics of networks (O’Donnell et al., 2001; Witt, 2004), which offers the 

advantage of focusing on linkages between units (ties). Also, the model’s qualitative 

approach is sufficiently fit as a promising basis for research on network process and network 

development (Hoang and Antoncic, 2003; Jack, 2010). Moreover, Jack (2010) concludes 

though there is no comprehensive model per se, the use of such “lower order models” [as the 

L&S Model]combined with a network structure analysis may lead to a better understanding 

and clarity of networks and networking activities (ibid:132). 

Therefore, to analyze SQ1, the study applies fundamental elements of the L&S 

Model. This model considers that entrepreneurs form their network in accordance to the 

needs of the organization, and through three central actions: exploration, screening and 

selection of ties. This dynamic model suggests a transformation process that begins with a 

network comprised of the entrepreneur’s personal contacts and consolidates to form the 

organization’s network. In other words, the networking activities of the entrepreneur 

continuously influence the network structure and vice-versa. Such mutually-feeding process 

explains the choice for a double-arrow between social entrepreneur and social networks in 

The Framework. Thus, this study focuses on the central elements of L&S Model, elements 

which I believe suitably maintain its essence in order to adequately address SQ1. The 

implications of these choices will be addressed in the Discussions chapter.  
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The second sub-question (“SQ2”) asks: how strength of ties affects the access to 

financial resources? This scrutinizes the link between social networks and financial resource 

access and corresponds to Witt et al.’s (2008) second causal link in the NSH. The social 

networks variable in The Framework is analyzed through elements of network structure, 

employing Granovetter’s (1973) notion of weak ties. Thereby, the study benefits from 

substantial insights and discussions originated by studies examining tie strength and 

resources obtained through networks, particularly concerning financial resources (e.g. 

Jenssen and Koenig 2002). Likewise, utilizing tie strength as an analytical dimension in this 

study contributes to such discussions by signaling whether weak ties play similar roles in S-

ENT. Tie strength faces the defects of its subjective interpretation and evolving nature, albeit 

most other network ties’ dimensions face similar shortcomings. Thus, due to the complexity 

of the elements under study
21

 and acknowledging its limitations, this study opts for a 

“simple” measure that will be beneficial for both the data collection and analysis, while also 

equally generates valuable considerations and insights. In this sense, such pragmatic 

simplification is possible by identifying the source of finance of entrepreneurs and asking 

them whether that source is considered a friend or an acquaintance.   

Finally, this investigation sets in a specific environment - the Argentine context- 

which explains the dotted-circle encompassing all elements in The Framework. The 

Contextual Presentation chapter exhibits Argentina’s environment and summarizes elements 

that inhibit or further the social entrepreneurship ecosystem. The Methodology chapter also 

explains the significance of context in accordance with the chosen philosophy of science.  

The mentioned variables and relations in The Framework are expected to behave in 

the following manner. Assumptions on SQ1: entrepreneurs seek to build their networks 

according to the organization’s needs by exploring, screening and selecting their contacts. 

The networking activities are expected to positively influence the network structure. 

Assumptions on SQ2: first, the use of the independent variable - social networks- influences 

the access to financial resources. Then, as suggested by the literature, both weak and strong 

ties (friends and family) are expected to play a role in accessing financial resources. The next 

paragraphs present the analytical approach and the means employed for the analysis.  
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1. Analytical approach and operationalization of analysis 

The analysis departs with the section on Contextual Presentation, which gives a welcoming 

overview of the macroeconomic environment in Argentina through the use of secondary 

sources -namely official data from national and international sources and academic papers. 

Furthermore, Appendix 1 provides a description of the entrepreneurs and their respective 

organizations of this study, drawing from a combination of primary data from the interviews 

as well as internal secondary sources - websites, annual reports and press releases.  

The Analysis chapter presents the findings on the central elements of The Framework, 

which are analyzed in two parts. First, social networks are analyzed by drawing from the 

primary data gathered from interviews with social entrepreneurs. The access to financial 

resources also feeds from the interviews in addition to insights from interviews with key 

experts. The next section recaps the findings on The Framework. Then, the Discussions 

section answers the two sub-questions raised in this study and reviews the validity of The 

Framework. The Conclusion chapter sums up the insights gained in this study. Final 

considerations for the advancement of the field are listed in the Perspectives chapter.  

The operationalization of the analysis is as follows. The network variable adopts an 

ego-centered (or “fan”) approach, which explores ties directly linked to the entrepreneur. For 

this purpose, respondents were asked to describe their networking activities, identify their ties 

and describe their relationships with these individuals (Burt and Minor, 1983 in Greve and 

Salaff, 2003: 9). Due to the complexity of grasping a full picture of the network, this study 

follows Witt et al. (2008) approach that centers on direct partners – referring to people with 

whom entrepreneurs actively discussed aspects of their organization. To achieve this, 

respondents had to identify five key persons
22

 with whom they interacted in the past six 

months. Such approach serves to concentrate the analysis on key players by neglecting un-

used contacts or second-tier ties (Witt et al., 2008) and eases the difficult task of mapping the 

individual’s network. During interviews, ties are referred to as “persons or contacts”
23

 and 

networks are referred to as “relationships” “network of ties” or “contacts”. In accordance 

with L&S Model, I assume a temporary and evolving character of each tie, since relationships 

created may grow (passage from weak to strong tie or vice-versa) and end at any given time. 

Respondents were required to account how and when they met each identified tie. Following 

Krackhardt’s approach (1992 in Jenssen and Koenig 2002), tie strength is measured by the 
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 As suggested by Greve and Salaff (2003), who define it as the “discussion network”.  
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 These linguistic nuances rely on the interviewing experiences in the INICIA investigation. 
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degree of friendship, whereby respondents qualified each tie as either a “friend or loose 

friend” or family (weak ties) or an “acquaintance or loose acquaintance” (strong ties). 

The analysis of the networking process (SQ1) faces the constraint of applying a 

dynamic model (L&S Model) in a static manner. Undoubtedly, a longitudinal study better 

grasps the network’s evolving process, but this relies beyond this study’s timeframe. Also, 

The Framework makes no distinction between organization stages. To compensate for these 

limitations, respondents were first asked to estimate the size of their current active network, 

then to estimate its size three years before, and explain how and why this changed. For the 

second analysis (SQ2), in the quest of identifying the resources accessed by entrepreneurs, 

respondents were asked directly what they received (through their network or elsewhere)
24

. 

Questions inquired how entrepreneurs financed the organization by identifying the three most 

important sources of finance and describing these ties (i.e. how they met them and classify 

their tie strength). Questions regarding the amounts of capital raised or sought exceed the aim 

of this thesis - which centers on the sources and the nature of relations between these sources.  

    

 

III. METHODOLOGY 

 

This chapter details the thesis’s methodology by explaining the chosen research approach, the 

data collection methods and sources, and the measures to ensure the reliability of this study.  

 

A. Research approach 

The following sections clarify the aim of this investigation, and justify this study’s employed 

philosophy of science, research strategy and design. 
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1. Purpose of research 

The primordial knowledge interest of this investigation is to fill a theoretical and empirical 

research gap on the nascent field of social entrepreneurship, specifically in the Argentina 

context. Similarly, the thesis aims to contribute to existing theories on social networks and 

their application in the S-ENT field. These interests are addressed by analyzing the influences 

of social networks in the access of financial resources for Argentine social entrepreneurs. 

Social entrepreneurs constitute therefore the unit of analysis. The knowledge purpose of this 

study comprises two natures. Firstly, it has an exploratory nature since the study sets out to 

understand a phenomenon so far unattended by research - social entrepreneurship in 

Argentina. Secondly, the study is descriptive, as it presents observations on how networks 

influence the financial resource access of social entrepreneurs in Argentina. In order to fulfil 

the knowledge purpose, a theoretical framework (named “The Framework”) was constructed 

to explain the relationship between the identified variables.  

This thesis strives to introduce interested readers to the incipient Argentine S-ENT 

ecosystem, and hopes to encourage future research in order to further the much needed 

theoretical ground in the field. For practitioners, the thesis may enlighten on the current 

opportunities and challenges in the field and especial lessons may be revealed regarding how 

entrepreneurs (and their organizations) utilize their networks and obtain critical resources.  

Two prior working experiences in Argentina shaped the development of this thesis, 

primarily, a two-year position in a social entrepreneurial venture
25

 initially as an intern and 

later as project coordinator. My presence since the conception of the business model allowed 

me to see the organization from the idea phase up until its (near) launch. The work entailed 

building the financial plan for the start-up and developing the business. Despite receiving 

considerable support and awards
26

, the project had not yet reached its aimed funding before 

the end of my work. By working directly with the founder, I gained insights on how 

entrepreneurs think and act with regards to network building and strategies for seeking 

financial resources. This work experience allowed me to submerge in the field, which aided 

in meeting key actors and providing me with a “business card” useful for contacting this 

study’s interviewees. The second experience was a one-year volunteer research project for 
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 Amagi, which is a social business incubated by La Usina (NGO). La Usina also created redACTIVOS, one of 

the organizations in this study, and all three organizations were conceived by the same entrepreneur. The 

internship was initially co-financed by Artemisia as part of their Social Business Ventures programme.  
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 The project entered a business plan competition, BiD Challenge Argentina and was awarded first prize on the 

category of “social impact”. For more information see: http://www.fundes.org/?art=1121.  
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INICIA
27

 exploring how business entrepreneurs construct and exploit their networks; the 

research concluded with an unpublished working paper
28

. Though not explored in detail, 

challenges for securing financial resources surged in the study, which provided an indication 

that this may represent a struggle shared by all types of entrepreneurs in Argentina. 

 

2. Research Philosophy 

The knowledge claim underlying research is important because investigators embark 

on their study with a certain assumption about how they will learn and what they will learn 

during their inquiry (Creswell, 2003). This thesis adheres to critical realism (hereafter “CR”) 

as a philosophy of science for carrying out this investigation. CR is a scientific philosophy 

that views “reality as existing independently of human consciousness (realist ontology), 

ascribes causal powers to human reasons and social structures (realist ontology), rejects 

relativism in social and scientific discourses (realist epistemology) and re-orientates the 

social sciences towards its emancipatory goals (realist epistemology)” (Yeung, 1997: 52). CR 

posits our experiences are sensations in the real world but not the things directly because our 

knowledge of reality derives from social conditioning and cannot be understood 

independently of social actors involved (Dobson 2002 in Saunders et al., 2003). Thus, 

knowledge is fallible – albeit not all knowledge is equally fallible (Sayer, 1992). Researchers 

must thereby focus on empirical observation of experience through the visible observations of 

phenomena (Jeppesen, 2005). This is achieved through a vital link between the practical 

(“concrete”) and theoretical (“abstract”) levels in research processes (Saunders et al., 2003; 

Sayer, 1992, 2000). In short, CR is grounded on openness, double-hermeneutic relations 

between researcher and object (since they both interpret when they engage), a theory-laden 

and concept-dependent understanding and analysis and context-dependent phenomenon 

(Jeppesen, 2005). 

CR provides no rigid methodological prescriptions (Yeung, 1997). In fact, it leaves 

each social science the freedom on the theoretical and methodological work, asserting the 

importance is to accomplish a dialectic mediation between philosophy - i.e. ontology and 

epistemology- and social sciences - i.e. theory and methodology- (ibid).  Since this study 

embarks in an emerging field (S-ENT) in a relatively unexplored context (Argentina), CR’s 

                                                           
27

 INICIA is an Argentine non-profit network organization that provides nation-wide support for entrepreneurs 

of all industries and types, primarily through seminars, mentoring and skill-development programs.  
28

 Cuberos et al. 2011 (see enclosed documents). 
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flexible stand on methodology and theory adequately fits this research’s needs. Moreover, 

CR’s view that the world is constantly changing is aligned with the purpose of business and 

management research (Saunders et al., 2003). This study’s methodology and theories will 

enter a cross-fertilization process with CR’s claims in order to generate well-grounded 

knowledge. As Yeung concludes, “we need a philosophy to inform our practice and, at the 

same time, through our practice we would inform our philosophy in dialectical ways” (1997: 

54). In sum, applying CR implies addressing key elements in the research process and 

establishing the relations between the data generated, theories applied and research questions 

(Jeppesen, 2005). The succeeding section exhibits these tight relations by outlining the 

research strategy and design employed in this study.  

 

3. Research strategy and design 

This investigation takes a critical realist perspective in order to answer the research question 

and guiding sub-questions. According to CR, social action derives from particular structures 

and mechanisms, causal relations all events, and such causality is influenced by external 

factors (Sayer, 1992). In order to uncover these elements, this thesis takes Sayer’s (1992) 

proposed research type: the intensive/concrete, which involves theoretical and empirical 

analysis. Firstly, abstract research permitted to identify the key events and objects
29

. Then, 

this study applied concrete research since the thesis centers on actual events and objects and 

seeks to discover the existing causal relations. For such examination, The Framework was 

developed and supposes a causal relationship between social networks and access to financial 

resources. Because the relationships between causal mechanisms are not fixed but contingent 

(Maxwell 2004), context is essential to CR since the context within which a causal process 

occurs is, to some extent, intrinsically involved in that process (Sayer, 2000). Therefore, the 

scrutiny of the Argentine context for S-ENT allows to reveal the grounded structures and 

mechanisms influencing the causal relations.  

The research strategy for this thesis adopted a combination of abductive
30

 and 

retroductive
31

 research methods. Abductive methods are crucial when the topic may have 

wealth of information in one context but far less in the context of the study (Saunders et al., 
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 Events and objects are “unities of diverse determinations” (Sayer, 1992: 236).  
30

 Abductive research refers to a process moving back and forth between theory and data, combining deduction 

and induction (Suddaby 2006 in Saunders et al. 2003).  
31

 Retroduction implies a mode of inference in which events are explained by postulating and identifying 

mechanisms which are capable of producing them (Sayer, 1992: 107) 
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2003), which corresponds to the S-ENT and network literature gaps in Argentina. Abduction 

begins with a “surprising fact” observed (ibid) and this was inductively obtained during my 

work experience where I witnessed the entrepreneur’s struggles in accessing financial 

resources. Then, the literature review conducted enabled to inspect the existing contributions 

and review the present status of the field, in addition to pinpointing the variables which were 

then chosen to develop The Framework. Thereafter, this study applied retroduction
32

. Finally, 

the data gathered through interviews led to the re-conceptualization of The Framework. 

The study sets out to examine the relationship of social networks and financial 

resources access in Argentina. Aiming to explain the problem field in-depth, this thesis takes 

an intensive, multi-method qualitative research design. CR suggests two relevant research 

designs, intensive and extensive, and both strive to link the theoretical and empirical (Sayer, 

1992). Intensive research design mainly employs qualitative methods and explores how 

causal process works in a particular case (ibid). The knowledge gap on S-ENT in Argentina 

justifies the adoption of qualitative studies since these are especially suitable when a 

phenomenon or concept requires understanding due to limited available research (Saunders et 

al., 2003). Hence, two parts design this study. The first is exploratory, which investigates the 

central relationship of this thesis’ research question. Exploratory studies help to clarify the 

research problem, and are useful for new topics or when existing theories do not fully apply 

in a context (Creswell 2003) and this addresses the “how” dimension in the research question. 

To accomplish this, qualitative data was collected in Argentina, since this data generates a 

fertile ground for understanding issues from the informant’s perspective (Haugh, 2006). The 

second part, consisting of the analysis and discussions chapter, is descriptive since it enables 

to draw accurate profiles of events, persons or situations (Saunders et al., 2003). Both parts 

are vital since CR aims to explain the constitution of empirical phenomenon (Jeppesen, 

2005).    

The explorative part gathered qualitative data through semi-structured interviews, 

which help understand the ‘what’, ‘how’ and ‘why’ of things (Saunders et al., 2003) and 

reveal evidence and insights on the nature of phenomenon, and cultural frames of subjects 

(Silverman 2010). Interviews, however, introduce the possibility of researcher’s bias, in 

which case interviewers are encouraged to use probing questions (Easterby-Smith et al. 2008) 
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 This allows to move from simple descriptions of phenomena to abstractions of possible causes, which permits 

postulating relations between variables (networks and access to financial resources); then induction is possible 

(Yeung, 1997). 
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as it allows interviewees to better explain their responses (Saunders et al., 2003). These 

qualitative methods are needed to abstract causal mechanisms, but CR suggests to also 

enhance these with some level of concrete evidence through a combination of methods, 

amongst which data triangulation. Thus, the applied multi-method qualitative approach 

triangulated additional data from interviews with key experts, a thorough literature review 

and field observations, aiming to further the understanding of the phenomenon under study.  

 

B. Data collection and sources  

The thesis’ empirical framework comprises qualitative primary data gathered for this 

investigation complemented with previous working experiences, and secondary sources. 

The primary sources this thesis’ analysis consists of data collected from semi-structured 

interviews, field-observations and a previous research project. The semi-structured interviews 

on Argentine social entrepreneurs provide the necessary data to answer the research question 

and gather perspectives on the main variables. Interview questions addressed first the 

independent variable (networks), and particular attention was given to understanding the 

building of interviewees’ network structures. Then, interviewees are inquired as to how they 

financed their activities, namely by identifying their sources of financial capital as detail their 

relationship with these sources. The interviews concluded with general discussions on their 

views of the Argentine S-ENT ecosystem and the supply of financial capital in this market. 

Appendix 1 provides a summary of organizations selected for these interviews and Appendix 

2 specifies the guiding questions addressed in the interviews.  

For selecting interviewees this study employed critical case sampling, a method relevant 

for qualitative studies. Critical case sampling selects interviewees on the basis of their 

strategic importance with regards to the general problem which serves as a reference point 

(Flyvberg 2006), or because they are particularly informative (Saunders et al., 2003). The 

scarcity of existing SEVs in Argentina justifies this (nearly unavoidable) sampling choice. 

ENI Di Tella’s (2013) extensive study identifies a total of 76 “inclusive businesses”
33

 in 

Argentina, although the majority of these do not fit the SEV definition adopted in this study. 

Critical case sampling focuses on data collection with the purpose of understanding what 

happens in each critical case in order to generate insights (Saunders et al., 2003). The sample 
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 See Definitions section. Many of the identified organizations are either NGOs with a revenue-generating 

project(s) or for-profit companies that have a strong social-environmental commitment 
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size depends on the research question and its objectives, with special attention given to 

knowledge needs, usefulness and available resources (ibid). Due to this thesis’ purpose to 

explore the new field and address research gaps, critical case adequately addresses these 

objectives. The sampling was thus carried in the following manner. First, critical cases were 

identified based on prior knowledge of SEVs (based on working experience) and also 

whether these cases were members of recognized social entrepreneurial networks
34

 (referred 

to as “support networks”) or were mentioned in ENI Di Tella’s (2013) study. The latter 

source aided in judging which organizations qualify as SEVs, by closely observing the 

variables used to categorize organizations. When in doubt, I followed Perrini and Vurro’s 

(2006) claim that the organization’s mission and vision statement are the first indicators 

determining whether or not to categorize as SEV. Then, a final assessment investigated the 

SEVs’ available data. The selected cases included SEVs of different maturity stages 

(beginning with the pre-launch, start-up phase) and I considered both the “successful” cases 

as well as the failures
35

.   

Through my prior work, I gathered contacts of leading social entrepreneurs. For those 

whom I lacked their contact, snowballing was employed by asking interviewees if they could 

provide the needed information; two organizations were reached through this mean. During 

interviews, after introducing myself and the research’s purpose, I specified my acquaintance 

with the organization. The conversations followed the interview guidelines and all interviews 

were digitally recorded. Unfortunately, budgeting reasons limited my stay in Argentina, 

which resulted in only 2 in-person interviews (in public cafés in Buenos Aires) and other 9 

interviews were conducted via Skype. Notes were taken during and after interviews. The data 

consists of 11 interviews with entrepreneurs, which ranged from around 50 to 120 minutes 

each. Being from Argentina, I benefited from cultural and language-related advantages; thus, 

all interviews were conducted in Spanish and translations were done by myself. The 

interviews summaries and audio recordings can be found in the enclosed documents.  

Three field experts were interviewed through informal discussions regarding the S-ENT 

ecosystem and financial market. The first took place in March 2011 with Paula Cardenau, 

country director for social businesses in Ashoka Argentina and co-founder of Njambre. This 

interview aided to find this thesis’ research question and reflect on the fields’ issues from a 
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 This comprises the following organizations: Ashoka, Njambre or NeSst 
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 During one interview, the entrepreneur claimed they were filing for bankruptcy. Contrary to what is often 

found in the literature, this seemed as a critical case that may underscore the difficulties experienced by S-ENT.  
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person highly involved in developing the Argentine S-ENT ecosystem
36

. Secondly, Professor 

María José Sucarrat (hereafter “Sucarrat”), research director of ENI Di Tella’s (2013) study, 

provided highly valuable empirical knowledge on the existing SEVs in Argentina. Thirdly, an 

interview with Bruno Vicenzi (hereafter “Bruno”), co-founder of ImpactMe, a South 

American online crowd-funding platform for SEVs, provided insights on the financial 

markets in other neighboring countries and how these compare to Argentina. All three of 

these discussion sessions took place via Skype, lasted 50 minutes on average, and were also 

recorded (audio files can be found in the enclosed documents). In addition, observatory field 

notes were taken during prior work experiences (from August 2010 until February 2012) and 

attendance of S-ENT conferences. Finally, the aforementioned research project in INICIA
37

 

contributes to this thesis with empirical findings regarding business entrepreneur use of 

network ties through informal and formal activities and the important role played by 

entrepreneurial support organizations. 

CR suggests adopting mixed-methods for data collection for studies primarily relying 

on qualitative data (Yeung, 1997). Thereby, to reduce the possible subjective bias of 

interviews, this study incorporated secondary data of internal and external nature. First, the 

selected interviewed organization´s constitutions, official web sites, news and media articles 

have been used. In some instances, the sampled cases participated in business competitions 

(such as BiD Challenge Argentina or NESsT) which offered on their websites key facts about 

the SEVs (e.g. sales volumes) and were used for retrieving empirical data. Prior to interviews, 

these sources were useful in investigating the SEVs in order to enhance trust during 

interviews by demonstrating familiarity with their work (Easterby-Smith et al., 2008). A 

leading external data source has been ENI Di Tella’s survey (2013), useful for finding 

potential organizations and obtaining empirical data on the S-ENT ecosystem in Argentina. 

This thesis additionally consulted secondary data from reports on Argentina’s economic and 

socio-political situation (e.g. UNDP, 2013) or the overall entrepreneurial environment in 

Latin America (e.g. CAF, 2013), and general insights on S-ENT in the regional context from 

online blogs and non-academic articles (e.g. FOPYME, 2013). 

Nevertheless, caution should be noted on a few sources. A few (e.g. Ashoka, n.d.) 

originate from organizations dedicated to promote SEVs and/or the general S-ENT concept – 

i.e. possibly hoping to inspire new entrepreneurs and build the ecosystem. Naturally, success 
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 One of the interviewees identified her work as being determinant for developing the S-ENT field.  
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 In this paper referred to Cuberos et al. 2011 (see enclosed documents). 
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cases and anecdotal articles prevail in these sources, which potentially reduces their 

credibility. Conversely, some of these same sources present highly valuable information on 

relevant issues in the field – e.g. discussions with investors. Therefore, due to the scarcity of 

current academic research, these sources provide yet unmatched insights. 

 

C. Research validity and reliability – practical adequacy 

Researcher bias is unavoidable. This follows CR’s claim that knowledge is fallible, and a 

scientific account, partial (Jeppesen, 2005). However, all knowledge is not equally fallible, 

and the researcher’s role consists of trying to eliminate inconsistencies or contradictions 

(Sayer, 1992). CR considers that knowledge must generate expectations about the world and 

results of actions, be inter-subjectively intelligible and acceptable (ibid). Internally, CR 

claims research must ensure practical adequacy (ibid).  

Thus, this study follows Jeppesen’s (2005) recommendation that studies should 

establish a clear relation between the research problem, research question, methodology, and 

research strategy and design, while also ensuring a coherent fit between the philosophy of 

science (CR) and theories applied. Furthermore, the aforementioned research strategy 

adopted a retroductive approach which enables a close link between theory and data; this 

“concrete” and “abstract” (in Sayer’s terms) link mutually reinforces each element and, if 

needed, re-conceptualization is applied. For this purpose, the final section on the Analysis 

chapter reviews The Framework.  

Aiming to guarantee the transparency of this study’s research methods, the summary 

data on the SEVs is included in Appendix 1, and both the interview notes and audio 

recordings provided in the enclosed documents. Because the data generated form interviews 

may give limited accounts on the access to financial resources this thesis employs data 

triangulation. This method increases the validity and reliability of data (Yeung, 1997) by 

incorporating other essential perspectives on the variables and the S-ENT context in 

Argentina. Due to the lack of empirical and theoretical research conducted in Argentina, the 

personal observations gathered during the work experience were noted so as to complement 

to the data produced and pinpoint critical issues in the problem field. Lastly, a draft of the 

Context Presentation and Analysis has been sent to a field expert in order to corroborate this 
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paper’s findings. In sum, the data triangulation sources are provided in the enclosed 

documents, in addition to the secondary sources listed in the bibliography. 

 

 

 

IV. CONTEXTUAL PRESENTATION 
 

This chapter begins with a contextual presentation of Argentina’s macroeconomic overview. 

The subsequent section is dedicated to outlining different types of networks co-existing in the 

country as well as a succinct note on the market for financial goods and services. Then, after 

a brief overview of Argentina’s social entrepreneurship ecosystem, the last section describes 

the organizations interviewed in this study. 

 

A. Argentina’s macroeconomic overview 

 

Categorized as a high human development country, Argentina ranks 45
th

 in the global Human 

Development Index (HDI) and has per capita GDP of USD 17,848. Despite its extensive 

territory, Argentina’s nearly 41 million inhabitants mostly concentrate in urban areas, 

primarily in the Metropolitan area of Buenos Aires (13.5 million)
38

. Regional disparities exist 

between provinces, but overall the HDI positively evolved in all regions in the past decades
39

.  

Stability (internal or external) is not a term familiar to the Argentine. Amongst the ten 

largest economies in the midst of the 20th Century, the country strived through nearly fifty 

years of political instability and military regimes, and restored democracy in 1983. In the 

1980s, Argentine experienced a “lost decade”, greatly influenced by the external debt crisis. 

With the next decade came the “neoliberal revolution”: structural adjustment programs 

comprised privatization policies, de-regulation, indiscriminate trade openness and a 

questioned fixed exchange rate regime. This led to a recessive phase that exploded with the 
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 Average annual increase of 0.6% in the HDI 
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2001crisis (PNUD, 2013)
40

. Following the turmoil, the pro-cyclical expansionary policies 

coupled with favorable international demand for Argentine primary products contributed to a 

rapid GDP growth – increasing at yearly at an average rate of 7.6% between 2005 and 2011 

(EIU, 2013). Two sectors have been particularly favored in this period: the agro-business 

sector led by the international demand and the manufacturing industry led by the internal 

demand (ibid). The latter assumed a central role for economic growth and significantly 

contributed to job creation (PNUD, 2013).  Despite the industrial recovery since the end of 

the crisis, the economy suffers from significant imbalances, mainly a double-digit inflation, 

real peso appreciation and deterioration of current-account surplus (EIU, 2013). 

This resource-abundant nation has various unresolved structural issues. Persisting long 

term problems include distressing poverty and income inequality levels, unemployment 

coupled with high informality and social segmentation in the labor market
41

.  Other concerns 

include the marginalization of societal groups and amplified residential segregation. In fact, 

21% of Argentina’s urban population resides in slums (MDG 2013). These represent some of 

the problem-areas that social entrepreneurs have chosen to tackle.  

Argentina maintains a relatively limited industrial specialization oriented towards small 

value-added stages in the global value chain (PNUD, 2013). This “efficiency-based country” 

principally embodies an industrial sector development that pivots around the extraction of 

natural resources, economies of scale and greater productivity (ibid). Two factors are 

detrimental to Argentina’s long-term strategic ambitions: its value chains primarily serve 

existing big companies (FUNDES 2010) and the short-term priority of businesses translates 

into low innovation efforts and an overall scarcity of investments (PNUD, 2013).  

As most Latin American countries, Argentina is marked by a low proportion of large 

businesses, a restrained number of high-growth potential firms, and an abundance of smaller 

players, particularly micro-enterprises
42

 (CAF, 2013). Figures 3 below displays the 

distribution of Argentine’s firms according to their size (in terms of number of organizations) 

and Figure 4 shows the size distribution according to the employment in key sectors. Both 

highlight the preponderance of micro-enterprise: these represent 69% of all organizations in 
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 A crisis marked by a default of external debt payments, unemployment exceeding 20%, and the collapse of 

the Argentine middle-class (PNUD, 2013).  
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 For example, 6% of population in Latin America lives with less than 1.25 USD a day (UN, 2013).  
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 These are termed “subsistence enterprises” due to their small scale and low-growth perspectives (CAF, 2013). 
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Argentina
43

 and generate 77% and 72% of work in the commerce and services sectors 

respectively. The data corresponds to the “missing middle” phenomenon
44

 of DCs marked by 

a gap in the number of SMEs (the “middle”). Reasons for the phenomenon include the high-

uncertainty environments in which DC SMEs operate and difficulties in raising capital due to 

market failures in the supply of capital
45

 (Barreiro et al. 2009). In addition, Argentina faces 

an informality and low productivity trap, which impede the rise of new firms and limits the 

growth of existing ones (CAF, 2013). Therefore, the structure of firm sizes indicates the 

difficulties of small firms in scaling. Appendix 3 lists a summary of Argentina’s key facts.  

 

 

 

FIGURE 3 – Distribution of Argentina’s 

active population by firm size  

 

FIGURE 4 – Distribution of registered firms in 

Argentina by size across key sectors 

  

Source: CAF (2013) Source: FOPYME  (2013) 
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  This is marked by an U-shaped distribution of firms size and number of organizations (ibid).  
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 Barreiro et al. (2009) explain this occurs because SMEs are often too large to apply for microfinance and too 

small for commercial lenders. Also, they lack the legal requirements commercial banks demand, and investors 

perceive them as having high risks and high transaction costs 
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B. Argentina’s financial system 

The Argentine financial system falls short in facilitating the much needed structural 

transformation of the economy. The problem resides in its limited size and considerable 

malfunctions, especially of the credit market (CAF, 2013; PNUD, 2013). The role of credit in 

the economy is limited even compared with its Latin American neighbors
46

. Suitable credit is 

moreover difficult to obtain: few lines of credit exist for periods over than two years and the 

scarcity of adequate information forces banks to impose demanding requirements and 

guarantees for a the majority of firms (PNUD, 2013). Also, private banks adopt a short-term 

and higher profitability focus by prioritizing credit for consumption rather than productive 

purposes (ibid). These factors aggravate the “missing middle” phenomenon. Figure 2 in 

Appendix 3 plots the role of credit in the key sectors and highlights the clear drop amongst all 

sectors after the 2001 crisis which, despite a decade of economic growth, has not yet 

recuperated to its previous levels. 

Not surprisingly, entrepreneurs face additional difficulties. An explanation for such 

difficulties resides in the nature of new ventures: due to their untested probability of survival, 

start-ups must search for risk-tolerant sources of finance such as business angels or venture 

capitalists. Unfortunately, these are scarce in Argentina, which stresses the need for new 

sources of finance. Excluding the banking institutions, credit merely represents 0.6% of GDP 

in Argentina
47

, which exemplifies the little relevance of other sources of finance, such as 

capital markets (PNUD, 2013).  

In view of these difficulties, SMEs turn to their own resources to finance investments and 

circulating capital (CAF, 2013; PNUD, 2013) or they seek external alternatives to banking 

credit  -e.g. financing through credit cards. A study on the structure of finance for young 

SMEs in Argentina (Pasquini et al., 2012) reveals the high dependency of founder’s own 

capital (80%) and the relatively low dependency of credit (less than 10%). To compensate for 

the capital gap, the public sector created a range of financial instruments - e.g. subsidized 

credit and patient capital
48

. This achieved discreetly encouraging results: public banks 

currently rank as the primary source of loans to SMEs (36%). Yet, the State’s efforts so far 

have not counterbalanced the shortcomings in the supply of capital.  
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 Despite a decade’s economic growth, the credit to the private sector represented 16% of GDP in 2011, 

whereas 40% in Brazil and 60% in Chile (PNUD, 2013). 
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 Whereas this reaches 9% in Brazil and 16% in Chile (PNUD, 2013).  
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 See PNUD (2013: 97-99).  
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In sum, the financial system falls short as a tool that promotes diversification and 

dynamism in the economy. Instead, it currently reinforces the existing productive structure
49

. 

The credit market (i.e. private banks) aggravate this shortcoming by prioritizing the bigger 

and established companies in traditional sectors over smaller emerging firms of sectors that 

generate higher added value. Overall, this is the disheartening environment that entrepreneurs 

(of all types and sectors) must face in Argentina.  

 

C. Networks 

Networks provide both economic and non-economic benefits. For entrepreneurs, family 

support seem especially, but not exclusively, important in the early stages of the venture 

formation (Cuberos et al. 2011), a point where entrepreneurs’ vulnerability seems at a peak 

partly due to the insecurities associated with embarking in an unknown territory (i.e. testing 

the business idea in the market and whether they are capable of leading an organization) and 

perhaps the fear of failure (ibid). As emphasized by network theory, trust is also essential 

when engaging in relations, regardless of the network type (ibid).  

Support networks consist of an array of formally constituted organizations that 

diverge in mission and scope, and may be private firms, public agencies, civil society 

organizations or hybrids of these
50

. These organizations typically concentrate on a specific 

sector but most provide a broad range of services, such as opportunity recognition and 

business plan development, capacity-building, coaching services, and funding. The 

interviews with INICIA’s entrepreneurs (Cuberos et al. 2011) shed light on these networks’ 

benefits and functioning. In this support network, a high embeddedness of relations was 

uncovered: since the individuals enter a formal organization that is a structured network of 

peers - i.e. all members are entrepreneurs. This creates a space that enables informal 

relationships to take place. This “structured informality” entails a system of embedded 

relations that explains why non-monetary interactions
51

 among members of the network 

occur more frequently than simple “arm’s length” transactions (ibid: 12). Thus, being part of 

the network “is an excuse” to engage in relationships. 
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 Only 40% of assets in the financial system are destined to private non-financial sector (PNUD, 2013), which 

highlights the speculative and short-term orientation assumed by many institutions.  
50

 Some non-exhaustive examples in Argentina are: INICIA (as previously mentioned), incuBA (public 

incubator), Endeavor Argentina (entrepreneurial network focusing on “high-potential” individuals).  
51

 Examples of these include: exchange of information and resources, gifts, mutual help and moral support.  
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Due to the strength and diversity of the network, entrepreneurs can explore business 

prospects and personal contacts. Norms and implicitly tacit rules emerged: a two-way 

reciprocal system was discovered in which interviewees felt that favors received are expected 

to be returned at some point. As Mauss (1925) claims “what obliges to donate, is the fact that 

to donate obliges” (ibid: 17). In sum, the network becomes a place to share experiences, 

services, knowledge and contacts that bridge ties amongst individuals and enterprises.  

 

D. Social entrepreneurship in Argentina 

Given the missing research on SEVs in Argentina, prior to presenting the organizations 

interviewed in this study, the following section exhibits elementary insights on the general 

entrepreneurship context in the region and, subsequently, the S-ENT ecosystem in Argentina.  

 

1. Overview of the ecosystem 

Insufficient entrepreneurial market data characterizes Latin America
52

 and Argentina is no 

exception. The business environment in Argentina has been qualified as one of the least 

attractive investment locations among global and regional economies
53

, allegedly due to 

adverse effects of distortionary macro policies and difficult legal and regulatory framework. 

Also, the administrative and financial costs of registering a business exceed those of other 

regions
54

. The majority of Argentine entrepreneurs (50%) listed opportunity as a motivation 

to start their own business (FUNDES 2010). Yet, more than a third claim to be driven by 

necessity, which suggest a dearth of employment alternatives. Appendix 4 offers a succinct 

overview of the entrepreneurial environment in Argentina and compares it to this thesis 

sampled SEVs and the findings of ENI Di Tella (2013).    

As denoted in the literature review, there is a research gap of S-ENT in Argentina. 

Addressing this pitfall and aiming to understand the ecosystem of inclusive businesses 

(hereafter “IB”, cf. Definitions) in Argentina, ENI Di Tella’s study (2013) identifies 76 IB. 

The study concludes the Argentine field is in an embryonic state.. ENI Di Tella (ibid) 

moreover finds the following common denominators in their sample: most (89%) have annual 

sales under AR$5 Million, the vast majority (97%) finance their daily operations with own 
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 The Global Entrepreneurship Monitor found available information for 12 million firms from the 18 million 

identified formal businesses (FUNDES, 2010).  
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 Ranked 62 globally and 8
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 out of 12 Latin American locations (EIU, 2013).  
54

 Compared to the OECD average, forming a business in Argentina requires the double amount of 

administrative procedures, and two-times the monetary and time costs (CAF, 2013).  
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resources and most lack external investors (82%). Overall, the majority falls in the category 

of micro-enterprises, and appears to share the struggles of such organizations. In order to 

develop the business, most (58%) intend to finance it through own resources and in a lesser 

degree others opt for loans, donations and subsidies - 14%, 10%, and 2% respectively (ibid). 

Most organizations commercialize products and services to people with vulnerabilities or 

some sort of social exclusion and their impact reaches over 1.000 people (ibid).  

Apart from the descriptive outlining, ENI Di Tella (2013) provides two essential 

findings. First, it denotes a phenomenon of multi-organizations: 25% of those surveyed were 

composed of two or three organizations of different types that operate together (i.e. as a 

holdings or umbrella organizations). This seems to derive as a response to the legal void in -

Argentina by multi-organizations seek to balance the fiscal benefits - obtained by non-profits- 

and the possibility of access to credit – only applicable for private firms. Lastly, issues 

regarding government, legal and fiscal matters were perceived as the biggest challenges by 

entrepreneurs, followed by problems with the access to finance and investments; whereas 

human resources and the promotion and change habits appear as key successes (ibid).  

 

2. Support organizations and enabling players 

A number of support organizations and key players strengthen the foundations for the 

emerging S-ENT ecosystem in Argentina. ENI Di Tella   (2013) identified 2 developers
55

, 3 

investors and 5 universities as an essential support group through various roles. Developers 

(hereafter referred to as “incubators”) represent determinant enablers for social entrepreneurs 

by providing broad support services to social entrepreneurs, especially for incubating the 

business idea. Other existing public and private incubators focus on traditional business with 

some sort of social impact (ibid). All of these enablers center on the initial process – i.e. start-

up- of organizations.  

CSOs play a vital role as articulators between the diverse actors within the ecosystem 

and thus show the highest interactions amongst the entities (ibid)
56

. Often, their appearance in 

seminars begins with a theoretical introduction of S-ENT as a concept
57

, thus which denotes 
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 The however offer similar services as incubators. For this reason, this paper refers to these as “incubators”.  
56

 For instance, by co-arranging business plan competitions or partnering in key seminar and events together 

with private companies and other NGOs.   
57

 From personal experience in these. 
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their significant role in building the foundations of the field”. Also, universities, government 

agencies, NGOs provide crucial external consulting for SEVs.  

Business plan competitions are a meeting point for the different actors –of both 

business and social entrepreneurship. These events offer entrepreneurs the chance to receive a 

monetary prize, gain formal recognition, and seek investors and crucial contacts. These 

competitions also attract investors, as it represents a fundamental source to find prospect 

ventures in which to invest (ENI Di Tella 2013). Furthermore, entrepreneurs enter a fruitful 

process of selection, receiving feedback from a professional jury, mentors and peers, which 

may indirectly increase their likelihoods of accessing financial resources
58

. 

 

 

3. Argentine Social Entrepreneurial Ventures interviewed 

 A total of 11 Argentine social entrepreneurs were interviewed, which Appendix 1 sums up 

the details. The selected cases spread throughout the territory, though most (45%) concentrate 

in the Metropolitan Area of Buenos Aires. Taking ENI’s study (2013) as a reference for the 

sampling of organizations, Figure X below plots the selected SEVs of this study according to 

their region.  

  

                                                           
58

 This may be due to the validation of business plan by professionals which decrease the perceived investment 

risks (provided the plan is accepted). In other words, in light of information asymmetries, investors may be more 

willing to invest in an organization that successfully passed this validation process (a sort of “social validation”) 

rather than an organization that did not. These assumption, however, are yet to be tested. 
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FIGURE 5 – Thesis’ sampled organizations and ENI Di Tella’s (2013) survey 

Number of organizations covered according to their geographic region: 

 

Map Source: ENI Di Tella  (2013) 

The selected SEVs’ missions strive for social change. This change is envisioned either 

within a general impact area, targets a particular socio-demographic group, or may be a 

combination of these. In addition, because some organizations take holistic approaches to 

solving social problems, they often have more than one area of social impact. The most 

frequent area of social impact is work and employment (64%), environment (27%) and social 

inclusion (27%). Marginalized groups (73%) – e.g. people with disabilities or people living in 

exclusion areas such as slums - appear as the principal target population of the interviewed 

SEVs. Some organizations’ social impact area are aimed at a general population, whereas 

others work with a specific target- e.g. Hecho en Bs.As.
59

 and La Huella
60

. Moreover, 50% of 
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 Hecho en Bs. As. strives for the social inclusion of homeless people or individuals at risk of homelessness and 

without work; the organization edits a magazine sold by their recipients on the streets, which part of the income 

generated goes to the street vendors, and also provides a range of social services.   
60

 La Huella works within the “El Borda” Hospital (the largest psychiatric hospital in the country) and whose 

mission is to provide work and social inclusion of the institution’s patients.  
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the legally established SEVs are multi-organizations
61

, 3 organizations were not yet legally 

registered and 1 was initially registered in the US
62

.   

Organizations of different levels and stages are included in the sample. The SEVs 

sampled were founded from 1996 onwards, and a large part of the sample (45%) has less than 

10 years of operation. The size of organizations (in terms of paid employees
63

) ranges from 

the “micro” (less than 10 employees) to a “middle-sized” organization (over 50 employees), 

the median range (60%) have less than 10 employees. The size in terms of sales ranges varies 

from a lack of sales to other SEVs that exceed the USD 1 million in gross annual sales. The 

median sales range is USD 100,000-500,000. Interestingly, only 2 organizations sell directly 

to final consumers (referred to as “B2C” business models) while the majority served 

businesses or government as the main consumer. 

The sample contains both male (73%) and female (28%) social entrepreneurs. Their 

age range is 24-63, with an average of 47 years of age. It should be noted that the sample 

consists of mainly experienced individuals (91%), i.e. they had a prior experience in founding 

an organization (either for-profit business or NPO) and/or had industry or experience within 

the social impact area. In particular, 45% of the interviewees had an entrepreneurial 

experience coupled with more than 10 years of working in the field. The following page 

provides an overview of the sample’s characteristics.   
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 For instance, redACTIVOS is a CSO incubated by La Usina (also a CSO). La Usina serves as the umbrella 

organization. redACTIVOS sells products and services made by people with disabilities, whereas La Usina’s 

focuses on public awareness campaigns. The organizations share resources and offices and part of redACTIVOS 

generated profit is transferred to fund La Usina’s activities. 
62

 Guayaki was first registered in the US and later initiated operations in Argentina. Since the entrepreneur, 

Alex, is Argentine and works in the country, this study opted to include Guayaki in the sample.   
63

 However, most organizations rely on a unpaid volunteers, which in some cases would elevate the organization 

from the “small” category to that of “medium-sized” organization.  
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4. Summary of Interviews 

 

TABLE 1 - Overview of interviewed social entrepreneurs and their SEVs  

Distribution of Entrepreneurs according by 

age and sex 

 

Entrepreneur’s previous experience: 

 

Size of SEVs (number of employees): 

 

Sales (gross annual in USD):

 

Years of SEVs’ establishment: 

Not established yet 18% 

Pre 2001 27% 

2001 – 2003 9% 

2004 – 2008 36% 

2009 - 2013 9% 
 

Legal Organization type 

CSO 36% 50% of these are 

“multi-

organizations” (i.e. 

work in an umbrella 

structure) 

Private company 18% 

Cooperative 9% 

Others 9% 

Not established yet 27%   

   
 

Sectors: 

Manufacture 64% 

Services 27% 

Commerce 9% 
 

Area of social impact 

Work and Employment 64% 

Environment and Access to Energy  27% 

Social inclusion 27% 

Production and Distribution channels 18% 

Community development 18% 

Education and Training 18% 
 

Source: Interview transcripts and sampled organization’s websites and internal documents 
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5. Interviewees perspectives on the field 

In order to grasp the experienced opportunities and challenges in the field, interviews asked 

entrepreneurs their perceptions regarding the S-ENT environment in Argentina. Also, 

Appendix 5 details the meanings attached to the S-ENT concept.  

Besides the agreement on the nascent state of the field, most entrepreneurs stressed the 

progress observed in the past years, attributing this to the work of support organizations and 

universities. The optimism prevailed, but 3 interviewees believe the advances remain slow, 

even when compared to other South American counterparts. When asked about the general 

entrepreneurial environment from a regional player’s perspective, Bruno argues that Chile 

offers a more stable economy with a clear legal framework and strong governmental support 

that forms a welcoming soil for start-ups; on the other side, Brazil has a market size 

advantage. Argentina has neither, thus becomes less attractive for international investors.  

Several challenges characterize the Argentine S-ENT field. A majority of interviewees 

claimed the legal system is not prepared and is furthered by the inadequate public sector 

support. Anaclara elucidates this with her experience: “we went to the Ministry of Social 

Development and they told us ‘what you do is so innovative that we do not understand it, we 

don’t know how to give you answers or solutions’”. Alex considered Argentina’s 

macroeconomic context as impeding to envision and plan for the future.  

Additional challenges are inherent to SEVs themselves, namely the need to move away 

from “welfarism” and high donor-dependence. Sucarrat argues some SEVs prefer non-

refundable loans (donations) and this option. This particularly applies to multi-organizations 

SEVs originating from CSOs – which traditionally relied on philanthropy – that show a 

harder time adopting the “business” side to their venture. Sucarrat adds that “it’s hard to talk 

about ‘business’, [social entrepreneurs] still call it ‘projects’ or ‘social enterprising’”. 

Regarding human resources, Sucarrat reasons the challenge is that graduates that work in the 

social sector lower their income expectations but the problem is that they lower it too much.  

The interviewees pointed to several ways to pave the road for S-ENT. Bob believes time 

is ripe to gather the key stakeholders, from both public and private sector. He adds that many 

state officials publicly praise the “social economy” but none take concrete measures. Thus, 

the buzz must shift into concrete spaces for discussing S-ENT policy. Anaclara admittedly 

recaps that due to the incipient state of the field, they (as social entrepreneurs) must 

remember and acknowledge that being the pioneers implies facing “first-timers” challenges.    



44 
 

V. ANALYSES 
 

This chapter will review the data collected from the interviews in order to answer this thesis’ 

research question. The next sections set to uncover the possible relations connections 

between the social entrepreneur’s networks and financial resources. The last section recaps 

the findings and answers the research question. Since interviews were conducted in Spanish, 

all speeches have been translated and, if needed, modified to fit the grammatical context. 

Also, anonymity of interviewees and organizations was chosen in instances of perceived 

sensible information. 

 

A. Empirical analyses - networks and access to financial resources 

 

This section begins by examining the access to financial resources in Argentina, paying 

particular attention to the perceived state-of-the-art of the market and the funding sources 

employed by the sampled SEVs.  The succeeding section explores the different types of 

networks and their respective use in relation to the quest for financial resources. The final 

section presents the observed networks and financial resources flows, and ends with an 

overview of the findings. 

 

1. Access to financial resources 

The majority of entrepreneurs find a very immature financial system due to the scarcity of 

options available in the market. In particular, some suggest the need for financial resource 

providers to understand the needs and realities of SEVs. Previously, entrepreneurs turned to 

international aid due to insufficient funding alternatives; though new sources enter the field, 

these are still scarce. Patricia highlights the current dual problem: Argentina does not qualify 

for international aid and at the same time there are not enough locals investing in the country 

because they prefer to place investments in other markets. 

Access to financial resources seems particularly in the banking system. Three 

constraints emerged from the interviews: a legal void, high interest rates, and strict 

conditions imposed by banks. Private banks currently do not give credit to organizations 
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registered as CSOs - which represent the majority of organizations of this study’s sample. In 

addition, even well-known organizations faced reticence in accessing credit. For instance, 

Raúl illustrates that they asked for a AR$200,000 loan to their bank – in which they had an 

account for over twenty years. Despite presenting the documents attesting the sales deal, the 

bank offered only AR$10,000, an amount that did not cover the needs and highlights the 

difficult scenario. Another entrepreneur finds the interest rates “impossible” for SEVs. As an 

example, in a meeting with a public bank’s director
64

, the bank refused to give a preferential 

rate, but even this lower SME’s rate was considered excessive. As previously exposed, banks 

impose high barriers difficult for smaller organizations to surmount. Hernan justly remarks 

that not many SEVs can provide guarantees (in terms of legal and financial documents), 

which implies higher lending risks that banks seem unwilling to take. This is aggravated by 

the high degree of informality in the field.  

Investment funds represent another possible source of finance, in the form of equity or 

loans. Two contrasting views emerged from the interviews. On a positive note, Sucarrat 

asserts the presence of funds: there exists an offer of capital, even with lower profitability 

demands. In contrast, two of the entrepreneurs found the opposite, pointing to the limited 

supply. Hernan also points to the limited amounts of available capital, where even the biggest 

investment fund “raised only AR$1 million”. Yet, both views agree that very few SEVs can 

meet the requirements of investment funds, particularly for taking loans. On this, Sucarrat 

argues that SEVs are neither attractive enough for investment funds  nor solid enough (in 

terms of coherent business plans and sound financial models). This explains why those funds 

that invested in SEVs spent significant time initially coaching and “preparing” the 

entrepreneur. In other words, Sucarrat claims the insufficient professionalization in the field 

represents the biggest bottleneck and thus makes SEVs not susceptible of credit. She adds 

that  “investors are very aggressive; it’s not easy to take a loan, they’ll see many applications 

and overall will invest in very few”. 

The interviewed social entrepreneurs highlighted additional reasons for not turning to 

investment funds. Five of the interviewees highlighted that investment funds demanded an 

exit strategy, particularly concerning equity investments. However, the entrepreneurs firmly 

opposed to this element, mainly because it is not their intention to sell the organization, and 
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  In the meeting, a renowned financial institution’s representative accompanied the entrepreneur. This presence 

was important because the institution had an experience in giving a preferential loan and received the payment 

from the entrepreneur’s organization.  
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the timing required to meet the targets (usually two to three years) seemed too short for the 

organization. The majority pointed to a perception that investment funds place a much higher 

emphasis on the economic returns than the social impact achieved. 

Two significant issues emerged regarding the quest for financial resources: a market 

disequilibrium in the amounts of funding and a difficulty in obtaining seed capital. The first 

relates to the “missing middle” phenomenon exposed earlier. Similarly to traditional SMEs, 

SEVs are find themselves in a trap, i.e. too big for microfinance and too small for commercial 

banks (or investment funds). By winning a business competition, Bea and Gustavo travelled 

abroad for an arranged meeting with investors interested in DCs. In both cases
65

, they explain 

that the minimum investments (either in the form of loans or equity) were of USD 1 million 

and USD 2 million respectively, which both largely exceed the amounts needed. Though the 

available investment funds in Argentina propose significantly lower minimum amounts, these 

still surpass the needs of SEVs. According to Hernan, the same size disequilibrium occurs 

with the banking system and he adds that “banks like to loan to factory, established big 

companies…social projects are not attractive for banks”. Bea finds that in her experience, it 

was difficult to seek finance in the initial stages, but the organization has considerably grown 

and has had experience returning loans, so now financiers are willing to invest because there 

is less risk. 

Though the industry analysis relies outside the scope of this investigation, a 

noteworthy sectors variance emerged. Social entrepreneurs operating in the energy and 

environment industries showed a higher degree of optimism with regards to finance. In fact, 

one of the entrepreneurs suggested there “are even too many options” (referring mainly to 

public funds, subsidies or risk capital). Possible reasons are threefold. First, these concern 

strategic sectors having a high incidence on public policy and thus public incentives aim to 

develop organizations in this sector. The emerging nature of these sectors coupled with 

business models typically dealing with large customers (governments and large corporations) 

ensure high profitability margins and more sustainable sources of revenue. Lastly, these 

typically have high investment needs (due to significant times needed for research and 

development), which may overcome the “missing middle” barrier. On the other side of the 

spectrum reside SEVs addressing “rough sectors”. This is the case of the homelessness issue, 
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 They occurred in different years and countries 
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which in Patricia’s view, is less “attractive” than others and explains the lack of economic 

support from firms and government.  

 

2. Sources of Finance 

The SEVs in this study financed their activities through different sources and means, all of 

them diversified their funding strategies. Donations
66

 represent the first source of funding: 

73% of interviewees received this form. Interestingly, those organizations that did not recur 

to donations were neither CSOs nor entrepreneurs with substantial previous working 

experience in their social impact area. The founder’s contributions appeared as the second 

most important source of finance mentioned (55%). It should be noted that all of the 

entrepreneurs placed high investments in terms of time and resources; thus, even if not all 

interviewees specifically identified their own contribution, it may be assumed that all 

organizations benefited from these contributions. The public sector represent the third most 

important source (45% of SEVs received finance from this source), namely through subsidies 

and grants from the national government, or support from local government branches. None 

of the interviewees received any form of risk capital, equity or credit from banks
67

 (neither 

public nor private), which denotes the difficulties in accessing such forms of finance.. The 

few organizations that did receive loans originated from social investment funds or other 

CSOs lending at preferential rates
68

. Sucarrat asserts that only the “success cases” are able to 

access social investment funds. She adds that smaller organizations rely primarily on 

subsidies and public sector support. These two claims coincide with this study’s findings: 

organizations that accessed some form of loan were also those that had a higher sales volume, 

whereas those that had the lowest sales volume mentioned the state support as a key source of 

finance. 

Two particular findings emerged in the interviews. First, a majority of SEVs have 

considerable “hidden costs” (i.e. resources acquired free of economic cost that if taken into 

account would severely increase the operation costs) mainly in the form of volunteers-

reliance and particular public subsidies or grants in certain sectors. To illustrate this, when 
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 These comprise non-refundable loans from both individuals and institutions. Also, though in-kind donations 

are not typically considered as a form of finance, in the S-ENT field they represent a significant contribution 

because they allow a reduction of essential costs. 
67

 One of the SEVs received a loan from a private bank, but since this occurred in another country to finance 

operations outside of Argentina, it does not accurately reflect the reality of financial access in the particular 

context explored in this study.   
68

 These preferential interest rates were mainly 0% interest rates or less than 20%.  



48 
 

asked his opinion about the S-ENT ecosystem, one of the entrepreneurs did not find the 

access to finance as a bottleneck and in fact “never really needed finance”. However, the 

organization currently had very limited (economic) costs
69

; later in the interview he also 

revealed that they were using their private mobile phones although “it would be nice to have 

phones in the office” and if they had to pay for the office, they “probably would never be able 

to afford such a place”. Therefore, this suggests that if SEVs were to account for all such 

unconsidered costs this would severely increase their financial needs.  

In sum, due to the difficulty in accessing finance, SEVs must find alternative 

solutions. Bob shares that in light of limited available sources, he turned to his religious 

network and international aid; Hernan, heavily relied on his friends support particularly in the 

initial stages. In this sense, a majority of entrepreneurs experienced a compensation effect, 

where they turned to their various networks in order to make up for the limited or unavailable 

resources in the market. Asked about the entrepreneur’s decision of whether they turn to the 

market or their networks, Sucarrat clarifies that “in reality, (social entrepreneurs) don’t have a 

choice”, and thus they turn to other CSOs that give non-returnable contributions. In addition, 

she points that the higher trained and “business-friendly” entrepreneurs turn to family, friends 

and strong acquaintances for finance. Thus, the limited financial resources available in the 

market partly suggest why social entrepreneurs may turn to their networks. Moreover, if the 

SEV lacks the professionalization imposed by the few existing funds, this considerably 

increases the probability of a compensation effect, i.e. the need to turn to alternative sources 

than the market. The next section will analyze this in detail, examining the role of networks 

in financial access.  

 

3. Networks 

Nearly all interviewed entrepreneurs (10 / 11) believe networks are important for the S-ENT 

field. In fact, Bob considers that social ties build the “social economy”. Besides the apparent 

compensation for missing resources, two factors emerged as underlying reasons to form 

networks: mutual support and shared vision. As the entrepreneur engages in interpersonal 

interactions a feeling of mutual support and empathy emerges which facilitates the bonding 

with ties. Also, the vision pursued by the SEVs acts as “the glue” that bonds people together. 

Gustavo argues that “people often look for a project that enables to transcend as humans and 
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 The SEV received without charge an office space, raw materials for production, and both relied primarily on 

volunteers.   
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that they may not find it elsewhere in other work spheres”. These elements suggest a high 

degree of embeddedness in the relationships of social entrepreneurs amongst different 

stakeholders, i.e. customers, peer entrepreneurs, community leaders and allies. Such 

embeddedness provides a sense of support where important learning takes place in addition to 

opening new business opportunities. In the words of Federico: “networking is the beginning 

of social economy. I wouldn’t have done anything without the network. I have very few 

customers that came to us directly on their own and not through the network.” 

In short, networking appears as a central element of S-ENT. The next sub-sections exhibit the 

identified influences of different types of networks used by social entrepreneurs.  

 

4. Family and Friends (strong ties) 

Family and friends play a central role especially in the initial periods of the SEV’s formation, 

where these strong ties provide significant emotional support, initial business contacts and, in 

some cases, financial capital. Three organizations in the sample co-founded their respective 

ventures with friends and one of them also with family members. For instance, Raúl co-

founded the CSO (that eventually incubated the sampled SEV) with his wife and a group of 

parents of people with disability, and most of them still participate in the organization’s 

board. Entrepreneurs also receive emotional support from their strong ties, particularly peers 

who are either entrepreneurs themselves or work in the same field. In addition, friends and 

family facilitate contacts and open doors with prospect customers, as well as provide useful 

advice for organizational matters. For instance, because he lacked prior experience of 

working in the social impact sector, Hernan turned to all his friends to ask if they could 

connect him with key persons in the field. Federico often turns to a group of close “militant 

friends”, with whom he feels “part of a movement”, for diverse business-related needs.  

Regarding the direct financial support, friends and family represent 27% of all the 

mentioned sources of the SEV’s finances. Alex highlights that in the beginning he asked 

everyone he knew for support (i.e. friends and family). When the entrepreneurs were 

specifically asked to identify the three most important sources for financial capital and the 

relationship with these, strong ties represent 37% of the key providers of finance. Although 

this does not consider the actual amounts of capital received and does not specify the 

organization’s stage, it highlights the importance of such financial support for the 

entrepreneurs at the particular moment. 
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Overall, Alexis’ case summarizes the multiple forms of support provided by friends 

and family. He co-founded the organization with two other friends from university; Alexis 

also received initial financial support from his family (and those of his partners) and his wife 

provides vital emotional support as well as helping with administrative tasks of venture.   

 

5. Entrepreneurial Support organizations (“support networks”) 

Most of the interviewees received support from this type of network: 45% of the 

entrepreneurs mentioned being a formal member of a support organization and 27% of SEVs 

affiliated with incubators or developers. Yet the distinction between support networks often 

blurs, their leaders often play multiple roles
70

 and all support networks participated in 

business competitions, either as direct coordinators and funding the awards, or as co-hosts. 

Entrepreneurs with support organizations identified these as crucial sources for 

securing financial resources, especially in the beginning. The monetary support that Bob 

received from Ashoka
71

 allowed him to dedicate time crafting his business model. Beside 

direct finance, support organizations play a central role in the construction of networks by 

identifying and linking social leaders which enables to meet new contacts. For instance, 

through his support network, one entrepreneur developed a strong tie with the president of a 

large private equity investment firm and though the entrepreneur has not directly asked for 

finance, he feels reassured that “he can always turn to [this tie] if needed”. He also received 

new corporate clients that were referred to him by the investor. Furthermore, support 

organizations transmit vital market information and generate spaces for network-building 

either through systematized mechanisms or informal activities - e.g. organized business 

lunches between entrepreneurs and potential investors. Incubators offer additional benefits 

for entrepreneurs. Besides providing rather symbolic amounts of funding, they allow to cover 

costs (e.g. shared offices) and provide a space for learning among peers of incubated 

organizations. In fact, one of the incubators had an assigned person working as a coach to 

find financing options for entrepreneurs. 

The interviews indicated apparent differences between the entrepreneurs with support 

networks and those individuals lacking these. Social entrepreneurs who neither joined nor 

interacted with support networks relied more on the support of strong ties and other networks. 
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 As an example, a key individual had a leadership position in an international support network, founded an 

incubator and also has a mandate in an SEV’s board (with whom she was linked through a support network).   
71

 This form of support is given to selected social entrepreneurs in order to develop their entrepreneurial idea.  
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Perhaps due to the required selection process to join support networks, the “selected” 

entrepreneurs are by definition the “success cases”. The advantage of support networks 

resides in their size, strength and diversity of contacts (Bea), and their practical exploitation - 

since these “powerful networks” are comprised of “people that actually help you” (Eduardo). 

Due to their limited funds, support networks provide direct financial resources in the SEV’s 

initial years. However, as SEVs develop, support networks enable access to key contacts, 

thereby indirectly facilitating the access to financial capital. 

 

6. Other networks 

The data gathered revealed a number of other sources take part in the quest for finance. 

Entrepreneurial competitions represent a central gathering for key stakeholders in the field - 

i.e. entrepreneurs, investors, mentors and industry leaders- and group diverse institutional 

networks. These rather new events award entrepreneurs with a symbolic financial 

contribution; their actual value is the visibility given to entrepreneurs and space provided for 

meeting investors (Sucarrat). By assigning mentors and strategic advisors to entrepreneurs, 

competitions also offer professional feedback on the business model, which may improve the 

chances of closing deals with investors. From the interviewed SEVs, 36% received funding 

from business competitions and 45% participated in these. 

A large number of SEVs (45%) received funding from the public sector, mainly 

through formal procedures – e.g. applications for grants and specific programmes. Four 

entrepreneurs mentioned having ties with high rank officials, which possibly increases the 

chances of receiving monetary or non-monetary support. Despite such stated important 

connections with government entities and two entrepreneurs view of S-ENT as a “political 

instrument”, nearly none of the interviewees mentioned interacting with political networks
72

. 

International networks
73

 play an influential role in specific sectors. Alex belongs to an 

international Fair Trade and sustainability related networks, and Patricia joined an global 

network of peer organizations (of street papers) in which she participated in the executive 

board. These networks offer significant access to contacts, information, and industry or sector 

know-how. Other interviewees obtained similar benefits from industry or sectorial networks, 

and university networks – which also provide serve for attracting volunteers. Other than Bob 
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 With the exception of Gustavo, who recently ran for local elections in a newly created political party. 

However, it was not clear how this affected ETV or if any benefits were retrieved from such activity.   
73

 Excluding international networks such as Ashoka which this study identifies as support organizations.  
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(who previously worked as a priest) none of the interviewees mentioned belonging to a 

religious network. In these last types of networks, no clear evidence was found regarding how 

these networks influence the social entrepreneur’s access to financial resources. 

The following section beings with a map that groups the interactions between the 

interviewed entrepreneurs, their networks and received support. 

 

7. Map of interviewees networks and overview of findings 
 

FIGURE 6– Map of social entrepreneurs’ networks and sources for finance 

 

 

 
Sources: interview notes, annual reports and organization’s websites 
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Figure 6 above maps the social entrepreneurs, their respective sources of finance and 

networks as mentioned in the interviews. This plots the entrepreneurs according to their 

SEVs’ year of establishment and size (in ranges of annual sales). Strong ties were omitted 

from the figure in order to enhance the visual clarity of the map
74

. The map serves first to 

identify the different financial sources and, essentially, portrays the connections between the 

interviewees’ different networks and the accessed financial resources. 

The map also clarifies a number of findings from the interviews. Firstly, donations 

represent a form of funding common to most entrepreneurs. Secondly, support networks 

constitute another significant direct source of finance in the sample. Moreover, entrepreneurs 

with support networks also received financial capital from other sources, whereas those 

lacking connections to support networks relied primarily on a single or two sources of 

finance. This possibly indicates a correspondence between taking part in support networks 

and having diversified sources of financial capital. In the map, entrepreneurs with support 

networks possess more connections with other sources; the remaining entrepreneurs (Alex, 

Federico, Hernan, Patricia) appear more isolated.  

Additional factors influencing the access to finance emerged from the interviews, 

mainly the entrepreneur’s background experiences and identified ease of financial access. 

Appendix 6 offers further observations, where the sampled social entrepreneurs are grouped 

based on their networks and their ability to access financial resources.  
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 This is because the majority of interviewees (73%) explicitly claimed using these sources and possibly all 

entrepreneurs received some form of non-financial support from these (e.g. emotional support). 
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Overview of findings on the framework 

 

All mentioned forms of  

financial capital received % of entrepreneurs 

Donations (non-refundable loans)   73% 

Founders' own contribution 55% 

Government or public sector funding   45% 

Competitions and awards   36% 

Other sources   36% 

Friends and Family   27% 

Credit or Loans   27% 

Incubator or developers   27% 

International Aid   9% 

Banks
75

  9% 

 

Top 3 Sources of Finance  

- according to tie strength % of all mentioned sources 

Strong Tie: 37% Embedded Relationships: 

  

70% 

Weak Tie: 33%   

Absent Tie: 30% Arm's length relationships: 30% 

 

Key networks - Mentioned involvement % of entrepreneurs 

Support Network (member) 45% 

Business competition 45% 

Other network 45% 

Incubator / Developer 27% 

None of the above 9% 

 

Network Structure of interviewees 

Composition of entrepreneur's active network (5 key ties) 

General network % of total Ties 

Strong Tie 70%   

Weak Tie 30%   

Network for Financial 

resources % of total Ties 

Strong Tie 41%   

Weak Tie 59%   

  

     

Duration of Ties:           6 - 20 years 

 Total Network Size:      6 – 100 ties 
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 Loan took place abroad, that is not in the Argentina context.  
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B. Discussions 

 

CR requires an intrinsic consideration of context – both time and space- since as Pawson and 

Tilley (1997) summarize in their formula, “mechanisms + context = outcome” (in Maxwell, 

2004). The following paragraphs will argue how the economic, social and political 

environment influences the access of financial resource. Then, this study’s two guiding sub-

questions are addressed. The final sections addresses the research question and then reviews 

The Framework and methodology. 

Argentina’s uncertain and volatile economic and political environment mandate agile 

actions to ensure the organization’s survival. To cite Alex: “you have to be on your toes on a 

daily basis.” After the severe crisis at the turn of the century, the country’s rapid economic 

growth, a rising internal demand coupled with protective import-substitution policies laid a 

nurturing ground for local productive enterprises. Yet, the double-digit inflation and a 

troubling exchange rate (EIU, 2013) in recent years impose severe constraints on SEVs 

through escalating costs. To reduce these monetary threats, financial institutions often turn to 

“safer” currencies, mainly the US dollar. The latter has been observed in practice: the terms 

of SEV-specific loans - from national and international origins- were almost exclusively 

offered in this foreign currency. These factors place higher risks for social entrepreneurs, 

limit long-term planning and critically diminish their repayment possibilities. 

Five interviewees moderately manifested benefiting from recent governmental 

measures, but they also called for a furthering of public policies regarding SEVs. Although a 

few ventures witnessed a favorable turn in the legal system, the legal framework mostly 

inhibits S-ENT. Lacking a legal status adequate for SEVs, social entrepreneurs create 

organizations either as CSOs or private companies, which each have their own fiscal or 

financial burdens. Bea denounces that private banks do not lend to SEVs (registered as 

CSOs) but at the same time SEVs “pay the same taxes as Coca Cola!” and this legal void also 

faces administrative problems
76

. Equally concerning is the predominant informality in the 

field, where not all organizations are formally registered and employees face a difficult hiring 

status. Overall, these legal, administrative and fiscal frameworks inhibit the attainment of 

financial resources. 
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 Bea spent 9 months to legally register redACTIVOS since the registry office could not accept that a not-for-

profit organization had profit-making activities. 
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Considerable market failures for financial resources leave social entrepreneurs with 

limited options for funding. The sampled SEVs in Argentina face severe barriers in securing 

that parallel, if not surpass, those experienced by traditional SMEs in DCs - i.e. a missing 

middle phenomenon (Barreiro et al. 2009). In a collection of SEVs experiences, Ashoka 

(n.d.) denotes a gap between the average capital needed of most SEVs and the minimum 

offered by risk capital funds
77

. In addition, early stage entrepreneurs face higher constraints 

since markets for entrepreneurial finance are usually affected by asymmetrical information 

and other market failures (Stiglitz and Weiss 1979 in CAF, 2013). Therefore, entrepreneurs 

must find alternative solutions to both formal banking credit and risk-adverse investors
78

. 

Additional dilemmas encountered in the interviews concern the need for new measures that 

incorporate the social value created by SEVs and the availability of financial capital with 

longer timeframes in order to reach the economic results. 

In short, the highlighted institutional voids and market failures explain why actors 

turn to their networks in order to overcome these barriers. Networks provide access to 

important information, which is crucial for DCs characterized by limited available market 

data. Similarly, the high informality inherent in the Argentine market implies actors rely on 

means other than formal processes. Equally concerning, the void of public or private sector 

solutions to critical social issues - e.g. the homelessness issue as described by Patricia – 

attests why entrepreneurs often produce themselves the needed information
79

 and construct 

relevant bridges of actors. This was particularly the case of the oldest SEVs, in which the 

social entrepreneurs and their respective networks played a vital role in constructing the 

foundations of the S-ENT field.  

 

1. Sub-question 1: how do social entrepreneurs build their network structure? 

The interviews exhibit that entrepreneurs construct their networks in a number of ways, 

which depends on the organization’s stage. The majority of the entrepreneurs (8 / 11) acted in 

a purposeful manner when searching for ties. This corresponds to the L&S Model, in which 

entrepreneurs seek networking ties according to the organization’s needs. Also, none of the 

                                                           
77

 Some entrepreneurs claim it is easier to find USD 2 million than USD70,000, but investors argue the high-

operation costs and perceived risks make it difficult to invest less than USD 200,000 (Ashoka, n.d.)  
78

 Ashoka [n.d.] proposes a possible route may consist of syndication of credit 
79

 For instance, Hecho en Bs.As. and La Usina dedicate important resources on public awareness campaigns, in 

which they generate important and unmatched information on the homelessness and disability situations in 

Argentina respectively.  
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interviewees mentioned having a specific or systematized method for forming and sustaining 

the relationships, which suggests a trial and error manner of network development. Aiming to 

better comprehend the networking process, The Framework considered three mediating 

variables for this sub-question’s analysis: exploration, screening and filtering of ties. 

Three sources are a commonplace for exploring ties: events, business competitions 

and universities. All entrepreneurs shared participating in events as means to gather contacts, 

attending either as simple participants or invited speakers; the latter case seems more 

effective since interested participants normally approach them after their intervention. 

Universities seemed important for meeting strategic contacts from academia or attracting 

volunteers and business competitions provide highly valued business contacts such as first 

customers, advisors, investors or other professionals. Five entrepreneurs (Anaclara, Bea, Bob, 

Gustavo, Raúl) seemed highly targeting networkers. These mentioned having clear ideas as to 

the types of contacts they needed as well as the methods employed for looking. Typically, 

these entrepreneurs looked for a targeted profile (e.g. a marketing specialist for their board of 

advisors), in some cases drawing mind maps (Anaclara) or seeking information in online 

websites such as Google or LinkedIn (Bea). The majority of these claimed to first look within 

their own networks to find possible ties connecting the profile or the identified person. The 

other (7 / 12) entrepreneurs asserted to behave deliberately in their search, but rather 

“natural” in the encounter. Exploration of ties appears most important in the initial phases, 

where the entrepreneur seeks to promote the organization, find customers and other essential 

contacts to develop the organization. Interviewees from more mature SEVs stated to devote 

less time in network-building activities. Thus, as the organization grows, so does the 

entrepreneur’s own network and as the network structure evolves this influences the 

networking activities. These findings correspond to the L&S Model’s claim. 

Nonetheless, contrary to the L&S Model, the interviews do not indicate evident 

processes of screening and selection of ties. From the five entrepreneurs that adopted highly 

targeting exploration processes, four asserted to screen their contacts. A determinant factor 

for screening was the tie’s potential to add strategic value to the SEV or it simply relied on 

the entrepreneur’s own intuitive filters of interpersonal interaction. Only two entrepreneurs 

claimed to select their ties, on the basis of a perceived shared vision (i.e. affinities with 

regards to the social impact envisioned (Eduardo) or feeling of a win-win transaction (Alex). 

Thus, despite purposeful exploration of organization-relevant ties, the majority of 

entrepreneurs neither screened nor selected these ties. Federico justifies that relationships 
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take place in a “black box where magic happens”, whereas Alexis argues contacts generated 

may be useful for an eventual need. 

The interviews revealed additional vital elements for network development.  First, the 

entrepreneur’s renowned visibility enhances the formation of extensive networks. A few of 

the first established SEVs’ entrepreneurs became local or national references in the field. 

Patricia asserts she became a “queen bee” in the sector mainly due to the lack of institutions 

addressing the homelessness issue. Raúl claims his SEV’s “results spoke for themselves”, 

emphasizing the importance of “word-of-mouth” in forming new ties
80

. Thus, as the 

organization evolves and a certain visibility or reputation is gained, this diminishes the 

entrepreneur’s personal network-building efforts while also attracts new contacts that look for 

them
81

.  

Essentially, the visibility and reputation gained through the entrepreneur’s social 

interactions and the organization’s persisting activities allows to build credibility. The S-ENT 

literature centers on the entrepreneurs networking abilities and strong reputation as important 

for enhancing trust (e.g. Austin et al., 2006). In turn, the literature on social capital identifies 

trust as determinant for building long-term relationships, to which interviewees agreed on 

their importance. Similarly, the L&S Model posits that the increased interactions, ties that 

initially based on single motives (e.g. economic reasons) add another dimension to the 

relationship (e.g. economic and social), which may lead to increased exchanges of resources 

and mutual investments. Raúl clarifies that the continuity of business operations is a pre-

condition to enhance the development of relationships: he asserts the sustained interactions 

with one supplier motivated the latter to get to know the SEV. As Raúl explains: “we started 

to share a table, the commercial operations continue, but another dimension developed, a 

more human one…so, no one gives us anything for free, but they look for the way to generate 

value in our business.” Thus, the continued (positive) experiences with individuals or 

organizations foster trust-building among ties, which appears as a determinant factor for both 

developing the entrepreneur’s network (Larson and Starr, 1993) and increases the exchanges 

of resources within the network (Hoang and Antoncic, 2003).  
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 Though the organization’s “success” exceeds this study’s purpose, Raul’s statement indicates that the SEVs 

survival or growth may influence network building. Since the sample contains SEVs that mostly survived, it is 

difficult to say how it applies to other less performing SEVs. 
81

 However, this can also be due to the inceptive nature of the S-ENT field, in which the initial (and limited 

number) of SEVs have received strong public attention. 
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Different approaches emerged from the interviews, depending on whether they joined 

support networks or not. Due to these network’s extensive and diverse contacts, entrepreneurs 

with support networks appear to be less reliant on their own efforts exploring for pertinent 

ties. Moreover, the high interactions amongst support network’s members often led to inter-

organizational collaboration – e.g. through Ashoka Raúl established a tie with another peer 

member that eventually became one of Raúl’s key suppliers. Furthermore, support networks 

provide essential guidance and network-related coaching. Sadly, neither the L&S Model nor 

the reviewed literatures provide insights or findings on this particular type of networks role in 

network building.   

In sum, the interviews indicate that entrepreneurs build their network structure in 

differing ways, depending on the organization’s stage. Common to all interviewees, 

intentional exploration for business-related ties takes place in the initial periods. As the 

organization grows, so does the entrepreneur’s own network; then, entrepreneurs interact 

with a lesser number but more business-relevant ties. Nonetheless, unlike the L&S Model’s 

claims, no concluding evidence was found regarding screening and selecting of ties: though 

the exploration process appears as highly purposeful, the interaction with ties seems more 

natural and less systematized. Furthermore, reputation through past working experiences and 

trust emerged as critical factors for network building. Lastly, by connecting essential ties, 

support networks play a vital role for the entrepreneur’s network development. 

 

2. How does tie strength affect the access to financial resources? (Sub-question 2) 

First, it should be noted that the building of the network determines the composition network 

structure according to tie strength. In this sense, the ability to access financial resources 

depends on the number of strong and weak ties present in the entrepreneur’s network. 

Similarly, the possibility of acquiring finances varies according to the organization’s stage.  

The interviews showed that social entrepreneurs turned to a variety of sources through 

different means. This study finds no evidence as whether strong or weak ties significantly 

differ in the access to financial resources: of the key financial resources accessed, 37% 

originated from strong ties with the entrepreneur, 33% from weak ties and the remaining 

(30%) had no relationship (absent ties). Moreover, nearly all entrepreneurs turned to a 

combination of tie strength; only one entrepreneur obtained finances exclusively from one 

type of tie (weak ties). On the other hand, the interviewees’ network structure portrays a 
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dissimilar picture. When entrepreneurs were asked to identify their essential contacts (active 

network) for general matters
82

, 70% of the identified contacts were strong ties. Yet, the 

structure composition inverses when the same question asked to point the key contacts for 

obtaining finance: weak ties represented the majority (59%) of identified contacts
83

. 

Nevertheless, these conflicting findings underscore this study is inconclusive as to whether 

financial resource access varies with tie strength. This echoes (Jenssen and Koenig 2002) 

findings showing little variation between business entrepreneur’s network structure and type 

of resources acquired through the network.  

Strong ties provide direct financial resources for entrepreneurs through donations or 

personal loans, and these were solely used in the beginning of the entrepreneurial process. 

Also, 3 of the 4 entrepreneurs lacking a support network seemed to be particularly reliant on 

strong ties in the initial periods of their venture. Two possible explanations may be derived: 

either the entrepreneurs chose not to seek support networks or they were unable to join. In the 

former case, this may potentially represent a “2
nd

 compensation effect”
84

. 

Weak ties provided finance, mainly in the form of non-refundable loans of individuals, 

corporations or support networks, and in a lesser degree, loans from institutions - with which 

an entrepreneur’s acquaintance influenced the process. Weak ties’ advantage, shared by the 

majority of interviewees, resides in their ability to link entrepreneurs with financial resource 

providers. Connecting ties enhance the entrepreneur’s credibility, which, in turn, increases 

actor’s capacity to access resources (Premaratne, 2001). The findings also parallel the 

literature on structural holes (Burt, 1993) and weak ties’ relevance in information-seeking 

(Granovetter, 1973). Despite the missing studies in DC context, in view of existing market 

failures and information asymmetries, networks seemingly gain significance in these 

environments. On the other hand, the interviews revealed that entrepreneurs equally find 

these elements from strong ties. For instance, Federico’s close “militant” friends locate 

sources of finance and aided him in finding pertinent funds he could apply. 

This study finds a high degree of embedded relationships: 70% of most important sources 

of finance were acquired through this type of relationships, whereas a minor number of 
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 This entails ties discussing business-matters or for obtaining resources (refer Appendix 2). 
83

 The answers do not imply that the resources were effectively obtained through these ties, but considers their 

role in potentially securing finance.  
84

 Thereby, entrepreneurs first turn to their strong ties to compensate for resources missing or unavailable in the 

market; should strong ties not provide for these resources (or match the needed amounts), then entrepreneurs 

may turn to support networks. This, however, remains to be evaluated. 
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sources were acquired through “emotionless” market transactions -arm’s length relationships. 

In fact, three entrepreneurs mentioned declining investment propositions on the basis on non-

economic motives
85

. Also, four entrepreneurs asserted valuing the relationships with (existing 

or possible) investors that extend beyond the economic realm – judging as imperative that 

investors understand the SEV’s purpose
86

. The embeddedness of relationships also increases 

the entrepreneur’s chances for securing future financial resources. Through experiences of 

receiving funds from referral investors, Bea notices that “investors talk among themselves”. 

This corresponds to Shane and Cable’s findings (2002 in Jack and Anderson, 2002) that 

networks serve as information mechanisms for investors and explains why social 

entrepreneurs prioritize developing relationships with these. Nevertheless, a few contrasting 

findings emerge. Unlike Uzzi’s findings (1999) that embeddedness between firms and their 

banks led to improved benefits in the long-run, this thesis finds quite the contrary: one 

entrepreneur’s long-time relationship with a bank did not even guarantee the attainment of 

loan for the needed amount. Similarly, despite Bea’s diverse sources of finance, most were 

one-time loans or donations and only one source provided continued finance during the past 

three years. 

Though this thesis did not intend to include the type of networks as an analytical 

dimension, the interviews shed light on the importance of support networks. Those 

entrepreneurs who were part of a support network both received direct finance and appeared 

to have increased chances of accessing a range of financial and other resources. This parallels 

Premaratne’s (2001) findings in which support networks are particularly useful for providing 

financial support. Moreover, his research suggests that firms with support networks in 

developing countries are more likely to receive financial support from formal resources. This 

study reaches similar findings, since pioneers were the only type of entrepreneurs who 

accessed social investment funds and newcomers mentioned having investors that reached 

them through their support networks. Also, both pioneers and newcomers had experiences in 

receiving funding from competitions and awards. The fact that these support networks have 

some form of selection process in order to join provides the entrepreneur with an experience 

in formal procedures and also gives important credibility as previously mentioned. Also, 

support networks often provide trainings, such as assistance in writing the business plans, 
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 For instance, due to overemphasis on economic profitability or feelings of different ethical fibre. 
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 Also, when asked about what factors they sought in possible investors, interviewees claimed that besides the 

funds, they look at the investor’s networks, know-how (Anaclara and Alexis), and examine the investor’s past 

working experiences (Eduardo). 
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which are often needed when seeking finance - e.g. an investment fund will most likely 

demand a business plan. Sucarrat points to the incomplete professionalization in the field 

explains that certain investors devoted initial resources (i.e. time) in coaching SEVs prior to 

providing finance. Thereby, support networks assist in overcoming this limitation by 

delivering this training.  

In sum, the investigation’s results suggest a high degree of embeddedness present in the 

financial transactions of social entrepreneurs. For meeting their financial needs, Argentine 

social entrepreneurs turned to a diversity of sources, with whom they have different types of 

relations. Supporting this thesis’ expectations, no perceived evidence supports a difference in 

tie strength. Both weak and strong ties play an important role in accessing financial resources, 

either by directly providing funding or by providing vital information and connecting 

entrepreneurs with resource-providers. However, whereas entrepreneurs turn to strong ties 

exclusively in the early years, weak ties are exploited throughout different stages. In line with 

the network approach to entrepreneurship, networks appear are particularly important for 

attaining resources in the initial stages of the venture formation (Greve and Salaff 2003) 

which explains why social entrepreneurs focus on building rich networks of contacts, seek 

creative arrangements of networks and develop skills to manage network effectively (Austin 

et al., 2006). This study finds the presence of a compensation effect primarily due to market 

failures in the supply of financial capital in Argentina. In this study, no definite evidence 

determined whether networks allow to access resources at a lower price - this would require a 

detailed quantitative analysis of networking costs and rates involved in financial transactions. 

Nonetheless, 73% of interviewees mentioned receiving non-refundable loans (donations)
87

, 

which indicates these “gratis” resources obtained through networks help reduce the costs and 

financial needs of entrepreneurs. The proportion corresponds to findings on global S-ENT, in 

which donations represent the first source of finance (74%) for SEVs (SustainAbility 2007). 

Above all, the findings suggest that social entrepreneurs have limited choices when 

seeking finance, i.e. this type of resource appears difficult to obtain through market 

mechanisms. The claim that networks provision of resources unavailable in market are the 

exception rather than the rule (Witt, 2004), contrast this thesis’ findings, which suggests 

Witt’s exceptions (i.e. in Germany) are the rule in DCs. 
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 This entails from both networks and other sources.  
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3. Answer to research question: relationship between networks and access to 

financial resources 

 

This study posed the following research question: how do social networks influence the 

access to financial resources for Argentine social entrepreneurs. First of all, the interviewed 

entrepreneurs financed their activities through a variety of forms from different sources.  A 

high degree of embeddedness
88

 was found in the relationships between the entrepreneurs and 

the resource providers, suggesting the network approach to entrepreneurship may be a 

relevant theoretical lens for S-ENT. Also, networks provide both monetary and non-monetary 

support to entrepreneurs, from both strong and weak ties. It should be noted that the initial 

causal link as postulated in the NSH is crucial: the possibility to draw resources from the 

network depends on the network structure which is formed through the entrepreneur’s 

networking activities. In this sense, the network’s composition, in terms of size and tie 

strength conditions the likelihood of resource access. As claimed in the L&S Model, the 

network structure and the entrepreneur’s use of such network is not constant, but evolves 

according to the organization’s stages. 

This study finds that social entrepreneur’s networks influence the access to financial 

resources in different ways, according to the organization’s stage.  

First, networks provide direct funding. Particularly in the initial phases of their 

venture, the entrepreneurs primarily obtained financial resources through their friends and 

family (strong ties) or their support networks (mainly weak ties). Thereby, networks appear 

as necessary conditions for the access to finance in the early years of the SEVs. When 

explicitly asked about the network’s role, 5 of 11 entrepreneurs considered that networks 

were determinant in accessing financial capital and another 2 acknowledged networks were 

vital for meeting key ties that provided funding.  

However, I argue part of network’s incidence on finance is not always entirely 

accounted for - i.e. explicitly stated. Though strong ties represent 37% of the key providers of 

finance, there was also an indication that these ties provided additional non-financial support 

that reduced the needs for finance. Further, two vital findings emerged from the interviews - 

hidden costs
89

 and informality- which characterize the SEVs in the early stages, though not 
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 70% of the top three sources of finance mentioned by all entrepreneurs originated from embedded ties. 
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 Primarily high-reliance on in-kind donations and volunteers.  
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exclusively. These elements lower or substitute the SEV’s economic costs. As Prof Sucarrat 

argues, this derives from the NPOs’ tradition that relies on “free” resources. This turns into a 

“chicken or the egg” dilemma: is it the lack of funds that explains the use of “free” resources 

or is the use of free resources that discourages the search for these funds? Perhaps because 

entrepreneurs substitute economic costs, they have lower financing needs, which indicates 

why they opted to acquire finance from sources other than the market. In short, because 

networks (both strong and weak ties) provide substantial cost-free resources, this reduces the 

amounts of financial capital needed which, thus, indirectly influences the access to financial 

resources
90

. 

Both weak and strong ties provide direct access to finance, and it is the entrepreneur’s 

active network - i.e. the first tier contacts - that directly provides financial capital. An 

additional possible explanation for the use of strong ties resides in Smith, Smith and Bliss’s 

claim (2011) that bootstrap financing –self, friends and family – does not depend on 

investors’ assessments of the merits of the opportunity or the assets of the venture (in 

Pasquini et al. 2012). However, as the SEVs grow in scale this increases amount of finance 

needed, at which point the entrepreneur’s personal network may be too little to respond to 

such demand. Hence, entrepreneurs turn to other players or institutions with larger financial 

capital. The larger SEVs in the sample (Alex, Bea, Bob, Gustavo, Raúl) eventually turned to 

other sources characterized by arm’s length relationships – e.g. loans with investment funds 

or larger public sector funds. This mirrors Uzzi’s findings (1999) that entrepreneurs’ access 

to finance is enhanced by having a balanced network of weak and strong ties and arm’s 

length relationships. The implication suggests that networks’ limited resources may provide 

finance until a certain amount; then, networks’ role mutates to a facilitator for securing 

finance.  

The majority of entrepreneurs agreed on two elements of networks that facilitate the 

access to finances: the access to information and connecting of ties. The data suggests these 

elements seem to apply to most network types –i.e. family and friends, support networks, 

international and sectorial. Federico remarks that the network provides the advantage of 

“knowing where to look”. In addition, networks link entrepreneurs with the direct source of 

finance. Bob and Gustavo both reached their first individual donors through a combination of 

strong ties and support networks. Thereby, entrepreneurs can obtain resources from their 
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 For an interesting take on this see Michell (2011).  



65 
 

immediate “active network” (1
st
 tier contacts) and also from their ties’ own contacts (2

nd
 tier 

contacts and so on). In other words, networks serve as shortcuts to financial resources, either 

by pinpointing the “who’s door to knock” (i.e. through key information) or by directly 

“opening doors” (i.e. connecting relevant ties). This echoes the findings on the S-ENT 

literature, where the limited available knowledge about capital markets imply social 

entrepreneurs rely on trusted advisors that provide information on how to access investors 

(SustainAbility 2007). In addition, whereas both weak and strong ties provide these benefits 

in the beginning, there is an indication that entrepreneurs continue to rely on their weak ties
91

; 

this is particularly the case of older SEVs to whom weak ties are determinant for linking.  

Furthermore, in instances where personal ties did not directly provide finance, 

network contacts may influence the likelihoods of future access and serve as financial safety 

nets. Four of the entrepreneurs identified within their active network a ties that had the 

potential to provide substantial funding. Though none of them had so far asked for finance 

from their respective tie, they seem reassured that, if needed, they’re “always there”. Also, 

the financier’s own networks connect entrepreneurs with other sources of finance – they 

serve as signaling mechanisms
92

. Bea comments that an international fund contacted her 

through the referral of a member of an investment fund (who previously provided her with a 

loan). These signaling and connecting features are important for building the entrepreneur’s 

reputation and credibility, which in turn improve the chances of accessing financial resources. 

The data also indicates the confirmation of a compensation effect (Bayer, 1991): the 

entrepreneur’s limited resources in the early years represent an underlying reason why they 

seek resources from their networks. In addition, Argentina’s market failures in the supply of 

financial capital –particularly the private sector credit and seed capital - further this 

compensation effect. Similar to SMEs in developing countries, Argentina’s SEV operate in 

uncertain environments, which matches the conditions of the “missing middle” phenomenon 

(Barreiro et al. 2009). Further, few options exist in the incipient S-ENT field in Argentina 

that provide specific finance for SEVs’: ENI Di Tella (2013) identifies 2 developers and 3 

investors
93

 in Argentina. The context reveals that SEVs face additional barriers than 

traditional businesses, due to legal reasons and difficulty in finding sources that meet the 
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 However, in these stages, the distinction between weak and strong often blurs.   
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 This assumes a prior positive experience of interaction. In the same way, a negative experience (such as a 

failure to pay a debt) serves as a negative signal mechanism pointing to a higher risk perceived in providing 

finance to the particular entrepreneur.  
93

 Amongst these, one investment fund will likely freeze operations in the near future (undisclosed source). 
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financial needs of SEVs – such as longer timeframes for loans or reduced interest rates due to 

lower profitability ratios. Therefore, the dearth of options for accessing financial capital 

through formal institutions correspond to the NSH’s claim that entrepreneurs turn to networks 

since these provide resources unavailable in the market. 

Conversely, in order to be a supply of financial capital, there must be a demand. The 

limited number of SEVs in Argentina possibly justifies the market gap. A question implicitly 

asked in this study concerned whether there exists a financial market that addresses the needs 

of S-ENT. Yet, the reverse also applies: are SEVs sufficiently fit for the market? Sucarrat 

highlights the insufficient professionalization in the field explains why many have not 

attained financial support through formal sources. She adds that investors have a difficult in 

finding projects that combine strong social impact with solid business plans and skilled 

entrepreneurs to carry out the projects. Though not explored in detail, such constraints in 

SEVs’ professionalization might add to the choice for networks over formal sources of 

finance. Moreover, the study uncovered the crucial influence of support networks, which 

appear as highly enabling players in the S-ENT field. In addition, the backgrounds of 

entrepreneurs, their visibility and credibility appear as other contingent factors that influence 

the Argentine social entrepreneur’s access of financial resources. 

To conclude, this study finds evidence indicating the causal relation between social 

entrepreneur’s networks and access to finance. Yet, this varies according to the organizations 

stage: initially networks appear as necessary conditions and later become highly enabling 

factors. The entrepreneur’s social network appears as a necessary condition in the early years 

of the organization. As the SEV grows, the network’s influence is that of contingent factors 

that highly increase the likelihoods of securing finance. Moreover, the data suggests the 

importance of both weak and strong ties when seeking finance, where strong ties are 

particularly utilized in the beginning, but evidence from the older SEV suggests that weak 

ties continue to be used in the subsequent stages. Though this study treats the entrepreneurs 

as a homogenous group, perceived differences were discovered, namely the influence of 

support networks. These networks are used throughout the entire process, and provide both 

direct finance, and play a crucial role in connecting entrepreneurs with resource providers 

throughout the SEVs existence. The particular context in Argentina enhances the network’s 

compensation effect. In short, Argentine social entrepreneurs have limited choices for 

obtaining financial resources through the market, which furthers the reasons to turn to their 

network. Networks appear thus as a “broad package”, where entrepreneurs may access 
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financial resources or receive non-financial support that increases their chances of obtaining 

funds.  

Lastly, this study’s findings show social entrepreneurs share similarities with their 

business counterparts in DCs. In this sense, this thesis’ findings argue that Witt’s (2004, 

2008) criticism of the NSH cannot be generalized across all countries due to the restraining 

factors present in DCs markets – thus stressing the importance of networks in this particular 

setting. The NSH therefore becomes a relevant theory for explaining the resource flows in S-

ENT. Similarly, the gap of S-ENT research in DCs may be furthered by drawing from the 

literatures on SMEs and micro-enterprises that address the “missing middle” phenomenon. I 

argue that in the quest for building the foundations of the field, the S-ENT literature must 

shift from discussions on its definition to actual empirical studies, particularly in DCs. This 

can be accomplished by drawing on more established theoretical lenses.   

 

C. Review of the framework and methodology 

This section critically assesses this study’s methodology and theoretical foundations. Then, 

the theoretical-analytical framework is reviewed. 

 CR claims that knowledge is useful when it is practically adequate to the world; the 

usefulness in not accidental but due to the nature of the objects of knowledge and 

corresponds to the structures of the world (Sayer, 1992). The social phenomenon investigated 

is the access to financial resources, which as this paper argues exists, and this is examined 

under the particular context by social entrepreneurs. This paper argued how structures present 

in the Argentine setting enable or constrain access to financial resources. Due to the research 

gap in DCs context, this research was inevitably forced to theories originated under 

developed countries’ settings. Furthermore, this study links the previously unconnected S-

ENT and network theory studying the entrepreneurship phenomenon. Though the literature 

on S-ENT superficially remarks the importance of networks, few studies applied network 

theory for this phenomenon. This study finds evidence that social entrepreneurs use their 

networks in order to compensate for limited resources, and in turn, that networks influence 

the access of financial resources. 

The study’s sample faces a number of possible critiques. First, the yet unsettled 

conceptual barriers of SEVs impose researchers the difficult task of selecting amongst the 
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diverse definitions. Then, researchers must decide which organizations effectively fit such 

definition. This study thus opted for a critical sampling technique based on the notoriety of 

organizations and their received support from organizations that specifically focus on S-ENT. 

ENI Di Tella’s (2013) survey served as a fundamental anchor point for identifying the 

sampled organizations. Due to the reduced number of SEVs in Argentina, in addition to the 

limited market data on all types of entrepreneurship, further application on snowball 

techniques seemed necessary. This study interviewed a total of 11 social entrepreneurs.  

Despite the apparently reduced number, the sample size seems to sufficiently represent 

the few existing SEVs in Argentina – ENI Di Tella (2013) identified a total of 76. The sample 

also parallels ENI Di Tella’s (2013) identified geographic and industry diversity of SEVs. 

Though this study adopts the NSH as point of departure, it does so with the purpose of 

examining networks initial causal links, and is not concerned with organization’s “success” 

per se. Thus, the sample does not distinguish the performance of organizations and includes a 

high number of “success cases” and one concrete failure.  

The “fan approach” as a unit of analysis adopted by this study focuses on the entrepreneur 

and his or her direct ties. As previously noted, this faces the shortcoming of assuming 

organizations are created by a single individual, which did not apply to all SEVs. To reduce 

this limitation, interviews were conducted with the individual founder acting as director or 

the organization. In addition, this study acknowledges its restrictions in not distinguishing 

social entrepreneurs amongst gender, age or income level differences since social 

entrepreneurs are not homogenous. Also, this study does not account for regional differences; 

whereby possibilities of constructing networks may vary across urban and rural areas.  

As an interviewer, I acknowledge the interviews dealt with delicate matters for the 

entrepreneurs, i.e. finances, naming the people they know and how they “select” their 

acquaintances, which may in some cases restrain the responses provided. Hence, crucial for 

this study was the establishment of trust during interviews. My direct or indirect personal 

relationship with a few interviewees implies that a possible personal bias may limit the 

responses, although conversely such relationship also facilitated the trustworthy environment 

of interviews. Regarding financial sources, the study asked interviewees for the key sources 

based on their perceived importance
94

. Therefore, given the mentioned circumstances and to 
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enhance the credibility of the sources, this thesis opted for a multi-method qualitative study 

using triangulation of data. Then, key experts were interviewed. Also, field notes and 

observations were taken. Finally, secondary sources were used where appropriate. 

The theoretical-analytical framework applied in this study derives from a combination of 

the L&S Model and Granovetter’s (1973) notion of weak ties to explain the causal links 

involved in the NSH. It is conceded that under first impressions it gives the appearance of a 

collage of approaches. This, however, is a necessary collage due to the lack of comprehensive 

theories or models that explain both the networking process and the obtainment of resources 

through networks. Interviewees showed particular difficulties in answering questions 

regarding the network structure and network building process, which required probing in 

order to understand the meaning behind their actions and beliefs. This adheres to CR’s 

argument that researchers make an interpretation of the objects not the objects themselves.  

Applying Granovetter’s (1973) weak ties to this research was difficult because it relies on 

the interviewees’ subjective classification of ties: it assumes that both ties equally agree on 

the strength of their relationship and resides on the entrepreneur’s different definitions of the 

words “friend” or “acquaintance”. The literature offers other possible alternatives - such as 

bonding, bridging and linking of social capital
95

. However, due to the intangible and subject-

dependent nature of social relations, other dimensions for network analysis will inevitably 

face similar shortcomings. Essentially, this study seeks to understand the behaviors of 

entrepreneurs, which justifies the adoption of weak ties for dimensional analysis.  

CR has a preference for avoiding concepts as “validity”, but rather it gives priority to 

explaining our outputs as well as our inputs (Sayer, 1992). Therefore, aiming to guarantee the 

transparency of this study’s research methods, the summary data on the SEVs is included in 

Appendix 1, and the interview notes as well as the audio transcripts are provided in the 

enclosed documents. As the data generated from interviews may give incomplete accounts on 

the access to financial resources, data triangulation was employed in order to increase the 

strength of findings. For this purpose, interviews with experts and personal observations from 

the field (detailed in enclosed documents) as well as the available secondary sources were 

used to supplement the data and offer contrasting viewpoints where needed. In accordance to 

CR’s view on generalizability, due the irreproducible Argentine context, this study does not 

claim to be generalizable. Provided necessary adjustments are made to The Framework to fit 
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the particular context, this paper’s findings may be applied in other Latin American emerging 

markets with similar market failures and institutional voids, such as Uruguay.  

This study does not intend to claim that networks are the only factors influencing the 

access to financial resources, but seeks to stress the importance of networks in securing 

financial resources. Moreover, social relations can only account for tendencies in the access 

to financial resources, but cannot explain or predict decisions of securing resources. In short, 

process-oriented thesis strived to understand the how and why entrepreneur’s networks 

influence finance.  The data from interviews and personal observations revealed that 

credibility played an important role in accessing finances.  Social entrepreneurs acquired 

credibility through past experiences and visibility gained. As stipulated in the retroductive 

approach, The Framework is revised in Figure (X below). The social entrepreneur’s 

credibility, visibility and past experiences are contingent factors that improve the likelihoods 

of accessing financial resources through networks. These factors in addition to the causal 

relationship uncovered are thus reflected in the revised theoretical analytical framework. 

 

FIGURE 7– The Framework (revised) 
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VI. CONCLUSION 
 

This study set out to answer how social networks influence the access of financial resources 

for Argentine social entrepreneurs.  

The study examined the process of network building. The possibility of accessing 

resources through networks depends beforehand on the composition of the entrepreneur’s 

network structure. This structure is not fixed, but evolves according to the entrepreneur’s 

networking activities. This study finds that all of the sampled entrepreneurs explore ties in a 

purposeful manner dictated by the SEV’s needs. Evidence from the older SEVs suggest that 

these activities vary according to the organization’s phase: they are intense in the beginning 

but as the network structure increases, the entrepreneurs adopt more focused explorations for 

relevant ties and thus engage in a concentrated number, but more targeted relationships. 

However, contrary to the L&S Model’s claim, the majority of entrepreneurs adopt less 

systematic and rather natural screening and selection processes. Entrepreneurs form their 

relationships through diverse networks, and strong ties are particularly used in the beginning, 

at which point they may provide business contacts, financial and emotional support.  

This study finds a primordial role is played by support networks, through the provision of 

direct finance, relevant information and linking of valuable ties. Entrepreneurs with support 

networks had a high degree of embeddedness and also received financial capital from a 

variety of sources, whereas those lacking connections to support networks relied primarily on 

a single or two sources of finance. Also, entrepreneurs with support networks appeared to 

adopt more structured networking-building approaches and had an ease in accessing formal 

sources of finance. Another enabling factor was the entrepreneur’s working experience. In 

some cases, the entrepreneurs developed strong networks due to extensive years working in 

the field, where they acquired a considerable reputation as social leaders. 

This investigation argued that Argentina’s market failures in the supply of financial 

capital and institutional voids inhibit the access to financial resources. Particularly difficult is 

the access to formal bank credit and seed funding such as risk capital. This contributes to the 

“missing middle” phenomenon typical of developing countries, in which Argentina’s SEVs 

appear to face the same constraints as business SMEs. Nevertheless, SEVs face additional 

barriers to finance due to the inadequate legal framework and the incipient S-ENT field, 

marked by the scarcity of institutions supplying finance that adequately meets their needs. 
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From the sampled SEVs, social entrepreneurs funded their activities through a variety of 

sources and forms, primarily through donations, public sector finance and own contributions. 

Embeddedness plays a central part in the financing of the SEVs: the majority of cited 

financial transactions were embedded relationships. Regarding the key sources, the 

interviews revealed that entrepreneurs accessed financial resources through strong and weak 

ties, as well as arm’s length transactions. Therefore, as suggested by the literature, the study 

finds no conclusive difference regarding tie strength and finance: both weak and strong ties 

appear as important sources for financial resources. However, whereas weak ties continue to 

be utilized throughout the SEVs years, strong ties appear especially relevant in the initial 

years. Therefore, entrepreneurs appear to obtain the highest value by having a balanced 

network of both strong and weak, in addition to arm’s length ties.  

To conclude, the evidence points that the social networks of Argentine social 

entrepreneurs influence the access to financial resources. This causal relationship is not 

constant, but varies according to the organization’s development. In the early years of the 

SEV, networks appear as necessary conditions for obtaining financial resources. As the SEV 

matures, networks provide valuable information and linking of ties that indirectly provide 

financial capital. Thus, networks become highly enabling factors that increase the likelihoods 

of accessing finance. The study also finds evidence of a compensation effect (Bayer, 1991), 

which due to the entrepreneur’s limited resources and the unavailable resources in the market 

explains the use of networks for seeking finance. The constraining context in Argentina 

explains the lack of viable options, which emphasizes the importance of networks as crucial 

alternatives to the market. This is enhanced by other uncovered elements - informality, 

hidden costs and limited professionalization of SEVs that inhibit the Argentine social 

entrepreneur’s possibilities of accessing formal sources of finance. Lastly, other contingent 

factors found concerns the visibility and credibility of social entrepreneurs which fosters trust 

with resource providers and overall increases likelihoods of accessing finance. 
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VII. PERSPECTIVES 

 

There is a pressing need to address the acute research caveats on social entrepreneurship. By 

examining the relationship between social networks and access to financial resources in 

Argentina, this investigation embarked with the underlying purpose to contribute in laying 

the foundations for this still ungrounded field. It is of utmost importance that the literature on 

S-ENT shifts from an evangelizing stage with a high reliance on success stories and anecdotal 

evidence, into grounded research that attest the issues and opportunities surrounding the 

phenomenon. This provides a fertile ground for researchers, be it through the conception of 

S-ENT’s own theories or through other established theoretical lenses.  

The application of the network approach to entrepreneurship provides promising 

grounds to unveil similarities and divergences that characterize social entrepreneurs from 

their business peers. Yet both literatures on S-ENT and social networks have relatively 

neglected how their respective findings apply in developing countries’ contexts. Thus, studies 

examining how the NSH applies in a DC context may potentially shed light on this matter. 

Moreover, longitudinal studies and ethnographic accounts can further and better elucidate on 

the network building process. Similarly, quantitative studies scanning resource flows from 

networks can offer valuable concrete evidence on network’s influence in SEVs activities.  

Despite the “green” state of the S-ENT ecosystem, it is a current phenomenon with 

new actors. It becomes thus crucial to understand how these develop in light of the incipient 

S-ENT environment and difficult Argentine context when seeking financial resources. For 

this, research providing empirical data on how small and medium organizations – both SMEs 

and SEVs – finance their activities in Argentina will be of unparalleled use for both theorists 

and practitioners. Of vital concern is the need for finance that addresses the specific needs of 

S-ENT, either through preferential rates or longer time frames that take into account SEVs’ 

lower profitability ratios. Equally, these organizations might benefit from adopting measures 

and investments that improve the professionalization of the field and issues of informality, 

hidden costs and solidity of business models. Finally, in order to foster an encounter between 

the demand and supply of financial capital for S-ENT, new measures are needed that captures 

the blended value created by SEVs. 
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APPENDICES 

 

Appendix 1 - Interviewee Details 

TABLE 1 - Details of entrepreneurs and their organizations 

Entrepreneur details Organization details Interview 

Name, 

organization 

Age, Sex Year of 

establishment 

Size 

(number 

of 

employee) 

Gross 

Annual 

Sales (in 

1,000 

USD)* 

Industry Area of social impact Target 

population 

Sector Legal status Duration (in 

minutes) 

Alex, 

Guayaki 

Male, 42 1996** More 

than 50 

More 

than 

1,000 

Food and 

beverages 

Environment and 

Community 

Development 

General 

population 

Production/ 

Manufacture 

B- Corp. 50 

Alexis, 

Energe 

Male, 30 2007 10 to 49 100-500 Energy Environment Access to 

energy 

General 

population 

and Rural 

households 

Production/ 

Manufacture 

Private 

company 

60 

Anaclara, 

Arbusta 

Female, 

24 

Not yet 

established 

1 to 9 [undisc-

losed] 

Information 

and 

Communica-

tions 

Technology 

Education, Work and 

Employment 

Women and 

margina-

lized groups 

Services Not yet 

established 

(will be 

private 

company 

70 

Bea, 

redACTIVOS 

Female, 

50 

2008 1 to 9 500-

1,000 

Services and 

Technical 

Assistance 

Work and Employment 

Training and 

professional 

development 

People with 

disabilities 

Production / 

Packaging and 

Distribution 

CSO, 

Multi-

organi-

zation 

75 

Bob, 

Mercado de 

la Estepa 

Male, 63 2003 1 to 9 500-

1,000 

Commerce Production and 

distribution channels 

and Community 

Development 

Margina-

lized groups 

Production/ 

Manufacture/Distr

ibution 

CSO, 

Multi-

organizatio

n 

60 



2 
 

Eduardo, 

Mama 

Grande 

Male, 51 2010 None No 

sales 

yet 

Environmenta

l & Life 

Sciences 

Environment and 

Access to energy 

General 

population 

Production/ 

Manufacture and 

Services 

Private 

company 

85 

Federico, La 

Huella 

Male, 51 2008*** 1 to 9 Less 

than 

100 

Arts and 

Crafts 

Work and Employment 

and Social inclusion 

Margina-

lized groups 

(patients of 

a 

psychiatric 

hospital) 

Production/ 

Manufacture 

Not yet 

established 

(will be 

Coopera-

tive) 

70 

Gustavo, 

ETV 

Male, 60 2007 1 to 9 500-

1,000 

Water and 

Agricultural 

Technologies 

and Technical 

Assistance 

Work and Employment 

and Production and 

distribution channels 

Margina-

lized groups 

in rural 

areas 

Production/ 

Manufacture and 

Distribution 

Private 

company, 

Multi-

organi-

zation 

50 

Hernan, En 

Buenas 

Manos 

Male, 37 Not yet 

established 

None 100-500 Services Work and Employment People with 

disabilities 

Services Not yet 

established 

(will be 

Coopera-

tive) 

95 

Patricia, 

Hecho en 

Bs.As. 

Female, 

53 

2000 10 to 49 100-500 Culture Work and Employment 

and Social inclusion 

Margina-

lized groups 

(homeless) 

Distribution CSO 75 

Raúl, Granja 

Andar 

Male, 54 2001 10 to 49 More 

than 

1,000 

Gastronomy 

and food 

Work and Employment 

and Social inclusion 

People with 

disabilities 

Production/ 

Manufacture and 

Services 

CSO, 

Multi-

organi-

zation 

75 

Sources: interview notes, annual reports and organization’s websites.  

* at a conversion 1 USD = 6.0 AR$. Source: www.xe.com, retrieved on 10/31/2013 

** Initially established in the US 

*** Not legally established as own entity yet
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Appendix 2 - Interview Guide 

 

Entrepreneur background and Organizational path 

1. General information about the entrepreneur: 

a. Name, Age, Gender, Nationality, years of previous working experiences 

b. Name of organization, industry and area of impact, years of establishment, gross 

annual sales, number of employees, volunteers and trainees/apprentices 

2. What do you do and what is your entrepreneurial venture about? 

3. Is this your first entrepreneurial project? 

 

Sub-question 1: Building of network structure 

4. Looking back in the past 6 months, with how many people would you estimate you actively 

discussed aspects of running your own business with? 

 

5. With how many people did you actively discuss your business 2-3 years ago? Would you say 

you now discuss with more or less people?   

 

6. In the past 6 months, who are the key contacts in your network for general aspects of the 

organization? Why do you consider them so? 

a. With each person mentioned: (limit to five most important connections) 

i. How did you meet them? (nature of relationship economic/ social)  

ii. Was it a friend or an acquaintance? (strength of tie) 

iii. How long ago? (duration)  

iv. Area of expertise / industry? (experience) 

v. What is your relationship today? (friend/acquaintance; economic/social)  

vi. Did the relationship change? How so? 

 

7. Same question as above, but who are the key contacts with regards to accessing financial 

resources. (Repeat sub-questions listed above  for each mentioned person).  

 

8. If you wish to find valuable contacts for your organization, how do you find them?  

What do you do to explore for potential contacts? What do you look for in these persons? Do 

you take part in any activities to meet them? 
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9. Amongst those contacts, how do you filter or screen these contacts? 

 

10. How do you select the persons you want to keep within your network? What factors and 

decisions impact on this process? When do you consider them as part of your network? 

 

11. Today, how many hours per week do you spend building new contacts with persons with 

whom you can discuss organizational matters? And maintaining existing contacts? 

 

Sub-question 2: Access to financial resources 

12. How did you finance the activities of the organization and who provided this capital? 

List the 3 most important sources in order of importance  

(Both initial capital and later financing, if applicable) 

 

13. If applicable, did any of your other contacts help you get access to financial resources? How? 

 

14. When you needed access to finance, who did you look for and how did do you determine who 

to look for? (institution or person) How did you find out about the person or organization? 

Did it matter to you how well you knew the person or entity?   

 

15. If you were to seek finance now, what are the key factors you would look for?  

 

16. When in need of finance, in what situations would you turn to the market and in what 

situations would you turn to your network of contacts? 

 

 

Social Entrepreneurship in Argentina 

17. How would you describe the options for seeking finance for social enterprises in Argentina? 

Are there options? Are they accessible? Is there enough information?  

 

18. What types of networks are useful for social entrepreneurs in Argentina?  

 

19. What is your view on the social entrepreneurship environment in Argentina? 
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Appendix 3 - Argentina key facts 

 

FIGURE 1 - Map of Argentina 

 

 

Source: EIU (2013) 

 

 

 

Land: 2,737,000 square km2 

Population: 41.1 million 

GDP: 17,848 USD 

Federal state, 23 Provinces with  

Capital: Ciudad Autónoma de Buenos Aires 

(C.A.B.A.) capital 

 

 

FIGURE 2 – Participation (%) of credit in the sector GDP 

 

 

Source: UNDP (2013: 96) 
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Appendix 4 - Summary of entrepreneurship in Argentina 

 

 General business 

landscape 

ENI Di Tella (2013) 

Study on Inclusive 

Businesses 

Sampled SEVs in 

this thesis 

Number of 

organizations 

493,000 total registered 

businesses 

76 identified IBs 11 sampled SEVs 

Distribution of Number 

of organizations by Size   

   

    % Micro-ENT (1-9) 69% 35% 45% 

    % SME  (10-49) 13% 41% 27% 

    % Large (50+) 19% 24% 9% 

Key Sectors Commerce 52% 

Manufacture 26% 

Services 18% 

Extractive 3% 

Production and 

Manufacture 62% 

Services 58% 

Commerce 13% 

Manufacture 64% 

Services 27% 

Commerce 9% 

Key Industries (?) Most frequent sectors 

entrepreneurial activity: 

Maintenance and repair 

of automobile vehicles; 

Specialized commerce; 

Clothes and garment 

fabrication; Food and 

Gastronomy 

Textile (27%);  

Environment (21%) 

Arts and Crafts (13%) 

Gastronomy (13%) 

Microcredits (10%) 

Services and Technical 

Assistance (36%); 

Environment and Energy 

(18%); Water and 

Agricultural 

Technologies (18%); 

Culture, Arts and Crafts 

(18%) 

Key source of finance 80% of SMEs finance 

originate from founder’s 

own capital  

97% of daily operations 

financed by own capital 

73% of entrepreneurs 

received and 55% 

provided own capital  

Entrepreneur’s 

available key facts 

54.9% of entrepreneurs 

are 25-34 year olds; 

52% are male and 48% 

Female; 

entrepreneurs represent 

14.7% of Argentina’s 

active population 

No facts provided on age 

or sex; 

56% of entrepreneurs 

have a university degree 

or higher; 39% had 

previous entrepreneurial 

experience 

18% are 20-40 year olds; 

73% are male and 27% 

female.  

Sources: ENI Di Tella (2013), FOPYME (2013), Fundes (2010), Pasquini et al. (2012) 
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Appendix 5 - Social entrepreneurship in Argentina 

 

Regarding social entrepreneurship, a number of interviewees pointed to divergent conceptual 

nuances. Anaclara points to the confusion generated due to many terms used, which can be 

explained by the existence of different organizational types. Interestingly, two interviewees 

referred to the historical origins of the concept: rejecting the idea that S-ENT emerges from 

CSR (US-based view), they assert that the concept derives from the European social 

economy, in particular from experiences in Italy in the 1970s. In fact, two conceptual views 

have been identified: a pragmatist and an ideological. On the latter, Patricia claims that 

because organizations deal with social issues and unattended populations (i.e. by the State or 

other sectors), S-ENT is inevitably a political instrument. On the other end, Alex defines 

SEVs as “businesses working in networks who want to make money but not at all costs, 

balancing the social and environmental implications”. SEVs separate from other types of 

business by internalizing the social (and environmental) costs because they care about what 

they produce. Alex also suggests that SEVs “do not just redistribute part of the revenue, 

that’s CSR”. 

A large portion of interviewees called for the needed inclusion of new measures in S-ENT 

besides those applied to traditional businesses. Eduardo considers that economic studies 

traditionally developed the concept of externalities (i.e. the social impact generated relies 

outside of the organizational barriers); yet externalities are part of the core essence of SEVs, 

i.e. they create a blended economic and social value. Federico adds the need to include 

intangible resources, namely the access to culture, learning and the overall building of social 

tissue. Regarding the latter aspect, many pointed to networking as an essential element for S-

ENT. In a firm belief that human interaction are essential, Anaclara highly prioritizes the 

relationships she builds both within the organizations (i.e. in forming the team) and outside 

(i.e. with investors and supporters). Three entrepreneurs described themselves as “collective 

entrepreneurs”
96

, which explains the importance they place on creating networks. Finally, 

timing appeared as a highly interesting dimension inherent to certain organizations
97

: there is 

a need to balance the economic needs or the organization and the nature of their particular 

                                                           
96

 Unlike the “individual entrepreneur”, Alex and Federico suggest collective entrepreneurship is built through 

teams and collective work. Also, Alex claims collective entrepreneurs run organizations through “adaptive 

leadership”, i.e. one that takes into account the needs of the people involved.   
97

 This was the case of organizations whose workers were people with disabilities or patients of a psychiatric 

institution: if they drastically increase the times of production this places considerable psychological and 

emotional distress/injuries in their workers. 
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target population, which requires patience and a constantly remembering the “why” (they do 

what they do). 

All interviewees agreed on the existence of social taboos and misperceptions (of SEVs) 

encountered when interacting with other actors. These relate to the nature of the organizations 

(i.e. the combination of a not-for-profit organization that generates a revenue) as well as the 

leader’s abilities (i.e. to implement ideas and successfully manage an organization). Bea 

lucidly remarks: “I have the skills of a businesswoman, it’s just that I apply them in another 

sector”. To overcome this, the entrepreneurs devote significant efforts in “evangelization” 

work, i.e. introduce the concept of S-ENT to new audiences in order to break down 

idiosyncratic or conceptual barriers
98

. In short, social entrepreneurs must demonstrate to the 

“business world” that they do not seek traditional philanthropy, and emphasize to CSOs that 

their mission strives for a positive social impact and the profit serves as a means to achieve 

that end
99

. These theoretical considerations also implied investing considerable time in 

developing the business model. Eduardo believes that “if you are opening a kiosk, you know 

what to do, you don’t need to invent anything. But if you do something [like his organization] 

where what you want is to change the industrial paradigm, you need to reflect a lot”. 

 

  

                                                           
98

 To illustrate this, many seminars and conferences relating to S-ENT usually begin their sessions with an 

introductory explanation of the concept.  
99

 To illustrate this, Eduardo developed an image of a bicycle in which the social mission serves as the guide 

(i.e. the front wheel) and the revenue generated keeps the organization going (i.e. the pedals and back wheel), so 

when he makes a presentation he introduces the organization as a “a hybrid organization, between an NGO and 

a private company…and then we show the bicycle”. 
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Appendix 6 – Observed groups of social entrepreneurs 

 

The sampled social entrepreneurs in this study may be grouped based on their 

networks and their ability to access financial resources. 

A first group comprises 4 social entrepreneurs (Bea, Bob, Gustavo, Raúl) who 

devoted over two decades of working in their same social impact area and founded CSOs that 

then created this study’s sampled SEV
100

. The entrepreneurs built large networks through 

long-time interactions with various stakeholders and their support networks - crucial for 

“opening doors”. In the early stages, these entrepreneurs obtained finance through donations 

and support networks, but as time progressed, they explored most available sources - e.g. 

business competitions, other support networks, public and private sector funds. Remarkably, 

this is the only group of entrepreneurs that successfully secured financial capital from larger 

financial players in the field - i.e. social investment funds. These entrepreneurs, overall, 

represent the “success cases” who benefit from a high degree of visibility (e.g. appearance in 

media and public events), that builds their reputation and enhances their credibility when 

seeking financial resources. 

Another group observed consists of younger SEVs created by entrepreneurs (Alexis, 

Anaclara, Eduardo) who also joined support networks but, unlike the previous group, have 

limited prior working experiences in their respective social impact area. These individuals 

utilized formal mechanisms for building their personal networks and seeking finances, 

possibly due to their immediate passage through selection processes – i.e. incubators or 

business competitions - that structured their early development. Support networks helped to 

attain professional skills and coaching before seeking finance. Since incubators assist with 

meeting resource providers, these entrepreneurs showed a reduced need to seek contacts
101

. 

Lastly, they operate in industries or sectors with seemingly more available financing options. 

Amongst the interviewees lacking support networks, two of these (Alex, Hernan) 

share similarities with opportunity-seekers
102

. As Sucarrat explains, their lack of prior 

experience in the “social arena” explains why they sought strong ties or allied CSOs to 

compensate their missing network ties. Initially, these entrepreneurs highly depended on their 

                                                           
100

 These are “multi-organizations” (refer Contextual Presentation). 
101

 These three entrepreneurs mentioned being contacted by investors interested in their SEV. 
102

 A type of social entrepreneurs developed by ENI Di Tella  (2013), who are market-driven individuals (i.e. 

they identified a business opportunity for creating an SEV) with strong management and business skills.  
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own financial contributions and those of strong ties.  They also mentioned dealing with 

private banks
103

 and possible investors. Although they engage with support organizations, 

these “opportunity-seekers” display a lesser degree of embeddedness in the plotted map since 

they primarily turned to particular sector or industry-specific networks.  

The last group of entrepreneurs (Federico, Patricia) have extensive experience 

working in their respective sector. Unlike the first group, these are not “multi-organizations”. 

Regardless of their lengthy presence in the field
104

, this group faced higher difficulties in 

securing private sector finance
105

. Strong ties, donations and public sector support represent 

their primary sources of finance. In addition, Patricia operates in an “unattractive sector” (as 

termed in the interview), which may explain her choice for seeking sources other than 

through the market. These entrepreneurs have a high degree of embeddedness, but interact 

with networks other than the “mainstream” organizations - as identified in this paper.  

In sum, these groups of entrepreneurs serve to better understand the perceived differences in 

how social entrepreneurs use their networks and obtain financial resources. The grouping 

seeks not to classify entrepreneurs –i.e. it is not a typology - and it does not intend to be 

exclusive nor representative of the entire S-ENT field. It aims to describe the sample by 

highlighting observed resemblances and dissimilarities. Possible limitations of this grouping 

relate to the sample of this study, which will be addressed later in the chapter. The next page 

provides an overview of the findings. 

  

                                                           
103

 In the form of prior experience through own business or experience with a bank abroad.  
104

 Hecho en Bs.As. represents one of the oldest SEVs in the sample – established in 2000.  
105

 Unlike the rest, these interviewees did not state having ties with possible investors or financial institutions.  
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Appendix 7 – Overview of enclosed documents 

 

 

 Audio Recordings for the interviews with entrepreneurs 

o Alex 

o Alexis 

o Anaclara 

o Bea 

o Bob 

o Eduardo 

o Federico 

o Gustavo 

o Hernán 

o Raúl 

 Audio Recordings with Key experts: 

o Bruno Vicenzi 

o Paula Cardenau 

o Maria José Sucarrat 

 Summary notes from interviews 

 INICIA working paper (Cuberos et al. 2011) 


