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Abstract

Social Entrepreneurship is a growing business model that addresses social and
environmental issues through products and services. In Indonesia, the ecosystem
supporting Social Entrepreneurship is expanding, but the lack of a unified definition
and slow government recognition has led to varied practices and outcomes. This study
aims to explore how Social Enterprises disclose their corporate identity and maintain
accountability. Using Identity and Stakeholder Theory, the study examines five key
identity aspects: mission, activity, governance, performance, and accountability. A
multiple case study approach was applied to 10 Indonesian Social Enterprises chosen
for their prominence and diversity. Data were gathered from official company
websites, supported by interviews and CEO presentations from webinars in 2022 and
2023. Thematic analysis using NVivo software identified patterns across these identity
aspects. The findings show that Social Enterprises prioritize social values like
community development, empowerment, welfare, and sustainability over profit
generation. Institutional commitment is reflected in impact reports, achievement
profiles, SDG disclosures, and media coverage. However, financial performance is
rarely disclosed, and accountability practices vary between formal impact reporting and
informal stakeholder engagement. This study contributes by offering a framework for
understanding how Social Enterprises disclose their identity and stay accountable. It
also provides practical guidelines for policymakers and practitioners to strengthen the
Social Entrepreneurship ecosystem in Indonesia. Future research should further
explore the financial performance and long-term impact of Social Enterprises to
balance social and economic goals.
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INTRODUCTION
Social enterprise is gaining popularity in Indonesia, as it has in other nations, as a

means to make a positive influence through business. Despite this growing interest, there
remains significant ambiguity surrounding the legal identity and operational framework of
social enterprises in Indonesia. According to many sources (Doherty et al., 2014; Ebrahim et
al., 2014; Grassl, 2012; Ridley-Duff, 2008), social enterprises are hybrid organizations that
merge non-profit objectives with commercial business practices. Recognizing this evolving
sector, the Indonesian government issued Presidential Regulation No. 2 of 2022 on the
Development of National Entrepreneurship for 2021-2024. However, existing social
enterprises have adopted diverse legal structures, including private companies, foundations,
and cooperatives, without a unified legal personality. This regulatory gap creates
inconsistencies in their operations and raises questions about their adherence to the criteria
established by the regulation.

Table 1
Legal Structures of Social Enterprises in Indonesia

‘ Legal Structure H Characteristics H Challenges

‘Private CompaniesHProﬁt—oriented with social objectivesH Lack of clear social mission

‘ Foundations H Non-profit with social impact goals H Limited revenue-generation ‘

‘ Cooperatives H Member-driven, collective benefit HGovernance and efficiency issues

This study aims to address several key issues. First, there is a lack of in-depth research
on the Indonesian context despite the sector’s rapid growth. Estimates from the British
Council (2020) indicate around 342,000 social enterprises in Indonesia, yet only 2,000 have
received official recognition. This discrepancy underscores the need for further investigation
into the actual practices and development of these organizations. Additionally, the absence
of a singular definition and an accrediting body contributes to the sectot's ambiguity, a
situation not observed in Malaysia (Nadzri et al., 2021).

Moreover, social enterprises play a vital role in community development by
addressing social, economic, and environmental issues through innovative and sustainable

solutions (Altinay et al., 2016; Gidron and Monnickendam-Giv-on, 2017; Singgalen, 2022).
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Understanding the distinct characteristics of social enterprises in Indonesia requires a robust
theoretical framework. This study applies identity theory (Gesso, 2021) to explore how social
enterprises transcend traditional entrepreneurial models and stakeholder theory (Freeman,
2015) to examine their interactions with diverse and sometimes conflicting stakeholder
interests.

Despite the increasing visibility of social enterprises through online platforms and
public engagements, no comparable studies have systematically examined their identities
using publicly available data. To fill this gap, this research analyzes information from the
websites and webinar presentations of ten prominent Indonesian social enterprises. These
enterprises, selected for their combination of social goals and sound commercial operations,
operate across diverse sectors, including education, creative economy, waste management,

and tourism.

Table 2
Key Sectors and Activities of Selected Social Enterprises
‘ Sector H Activities H Public Engagement ‘
‘Education HProviding affordable educational accessHWebinars, online courses ‘
‘Creative Economy HPromoting local creative industries HExhibitions, digital platforms ‘
‘Waste ManagementHImplementing sustainable practices HCommunity outreach programs‘
‘Tourisrn HDeveloping eco-friendly tourism HPublic awareness campaigns ‘

This study’s originality lies in its comprehensive exploration of social enterprise
identity through the dual lenses of identity and stakeholder theory. By comparing social
enterprises with traditional corporations and non-profits, it identifies distinctive attributes in
purpose, operations, leadership, and metrics for success. Furthermore, this research evaluates
how current practices align with the requirements of Presidential Decree No. 2 of 2022 and
contributes to the development and legitimization of the sector in Indonesia.

The following sections outline the paper’s structure: first, a definition and historical
overview of social entrepreneurship in Indonesia; second, an analysis of current practices

framed by identity and stakeholder theory; third, a presentation and discussion of findings;
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and finally, the study’s limitations and implications for future research on social enterprise in

Indonesia.

REVIEW OF LITERATURE

Social Enterprise in Indonesia Conceptually and operationally, social enterprises are
distinct. Although there is no universally accepted definition of a social enterprise, the
practices surrounding these organizations have grown increasingly diverse over the years
(Adam et al,, 2016; Anastasiadis, 2016; Borzaga and Depedri, 2012; Claeyé, 2016; Cooney,
2011; Spear et al., 2009; Yu, 2011). In Indonesia, the ecosystem of social enterprises includes
various stakeholders such as investors, educational and government institutions, advisors, and
supporting organizations (ANGIN, 2019). However, different social enterprises interpret the
business concept in varying ways, leading to inconsistent practices and definitions.

A social enterprise is typically defined as a business that uses market forces to address
social or environmental issues or to provide essential services to those who cannot otherwise
afford them (Alliance, 2018). In Indonesia, this definition is commonly adopted. Haryanti et
al. (2020) outline five key criteria for a social enterprise: a social mission with measurable
impact, an economically responsible model, member empowerment, reinvestment of a larger
portion of profits into its mission, and a focus on sustainability. However, these standards
are not fully aligned with the official recognition of social enterprises provided by Presidential
Regulation No. 2 of 2022. This inconsistency calls for a clearer policy framework and a
standardized definition to avoid fragmentation within the sector.

The following table compares the key characteristics of social enterprises based on

different sources:

Table 3
Key Characteristics of Social Enterprises

| Characteristics || Haryanti et al. (2020) |[Presidential Regulation No. 2 of 2022|

‘Social Mission HMeasurable impact HRecognized but not clearly defined ‘
‘Economic Responsibility|| Emphasized Hlmplied but not detailed ‘
‘Member Empowerment HEssential HNot explicitly mentioned ‘
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‘ Characteristics H Haryanti et al. (2020) HPresidential Regulation No. 2 of 2022‘
‘Proﬁt Reinvestment HMajor portion reinvestedHNot specified ‘
‘Sustainability Focus HCore principle HAcknowledged but undefined ‘

Social Enterprise and Web Disclosure Web disclosure plays a crucial role in ensuring
transparency and accountability for social enterprises. Prior studies emphasize the importance
of providing accurate, timely, and user-friendly information to stakeholders via websites
(Abeysekera, 2020; Andrikopoulos et al., 2013; Blazquez et al., 2018; Everaert et al., 2019;
Paraskevopoulou, 2015). For social enterprises, web disclosure enhances goal attainment and
management reporting (Nadzri et al,, 2021; Sean, 2017) by sharing various forms of
information such as audio, video, photos, and presentations.

Despite its importance, the extent and quality of web disclosure by social enterprises
in Indonesia remain underexplored. A comparative analysis between Indonesian social
enterprises and those in other countries could shed light on best practices and areas for
improvement. For instance, Basuony et al. (2020) argue that stakeholder involvement in data
collection and decision-making strengthens informed consent and transparency. Therefore,
Indonesian social enterprises should adopt more comprehensive web disclosure practices to
enhance stakeholder engagement.

Entrepreneurial Identity of Social Enterprise Identity theory posits that society shapes
the self, and the self shapes social behavior. This framework is crucial for understanding how
social enterprises define their entreprencurial identity. Wry and York (2017) suggest that
expected behaviors are associated with specific identities, which align with the mission and
activities of social enterprises. According to Gesso (2021), five pillars define the
entrepreneurial identity of social enterprises: mission, activity, governance, performance, and
accountability.

However, the application of these pillars in Indonesia requires further empirical
investigation. The distinct cultural, economic, and regulatory environment in Indonesia
influences how social enterprises establish and maintain their identity. For example, the

emphasis on community involvement and social impact may shape governance and
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performance metrics differently compared to Western contexts. Future research should
explore how these pillars manifest in the Indonesian setting to provide a more nuanced
understanding of social enterprise identity.

Stakeholders and Accountability The rapid evolution of social enterprises has
attracted attention from various stakeholders, including government bodies, beneficiaries,
customers, funders, partners, and local communities (Azzahra, 2022; Nadzri et al., 2021).
Each stakeholder group has distinct needs and responsibilities, which shape the accountability
framework of social enterprises.

Accountability and transparency are critical for balancing corporate and social
objectives. Ebrahim et al. (2014) and Loan (2018) suggest that enhanced accountability
mechanisms reduce conflicts of interest and ensure the achievement of both social and
economic goals. However, the current literature lacks empirical data on how Indonesian
social enterprises implement these mechanisms. Future studies should investigate the
effectiveness of existing accountability practices and identify areas for improvement.

In conclusion, while the literature on social enterprises in Indonesia provides a
foundational understanding, significant gaps remain. Greater theoretical depth, empirical
evidence, and standardized definitions are needed to strengthen the sector’s development and

ensure alignment with global best practices.

RESEARCH METHOD

According to Presidential Regulation No. 2 of 2022 and Haryanti et al. (2020), this
research takes a qualitative descriptive method to explore how current social entrepreneurship
practices fulfill their identity. Despite the enormous and growing number of social companies,
there is still a lack of clarity on their practice, particularly regarding their goals, operational
strategies, and methods of measuring social impact. This research employs a multiple case
study approach by examining ten social enterprises operating in the fields of education,
tourism, agriculture, environmental management, and the creative economy. Based on their

listings in the Social Enterprise directory (https://usaha social.com/-community/map/),
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these ten businesses were chosen. In addition to being listed in the directory, the selection
process considered factors such as sectoral diversity, geographic representation, and the scale
of their social impact. This approach ensured that the sample reflects a broad and
comprehensive spectrum of social enterprises operating in education, tourism, agriculture,
environmental management, and the creative economy. In 2022 and 2023, researchers
attended several webinars to confirm that the selected company is still in operation and
regularly refers to itself as a Social Enterprise. To enhance the reliability of this confirmation,
researchers also cross-checked operational status through company reports, official
documentation, and direct interviews with company representatives. There were three stages
to the research process.

To gather first-hand knowledge on social entrepreneurship in Indonesia from
founders, academics, and government officials, one of the researchers took part in a webinar
series on the topic in 2022 and 2023. The next step was to evaluate the existing literature to
compare current practices to the findings of earlier studies. We compiled the disclosure
criteria that should be on the website and reflect the entrepreneurial character of the Social
Enterprise based on the two preceding processes.

According to identity theory (Gesso, 2021), the following factors are considered:
purpose, actions, leadership, results, and responsibility. The data is subsequently gathered
from March to June 2023 through website disclosure, supplemented by direct data collection
methods such as interviews and field observations to capture a more comprehensive and
nuanced understanding of the social enterprise's identity and practice. Vatious social
enterprises and groups based on identity criteria use Nvivo for data analysis, applying
thematic analysis and coding techniques to identify patterns and commonalities across the
collected data. To make sure this study wasn't biased, researchers also used triangulation of
methodologies. We interviewed company owners and reviewed their webinar presentations
in addition to the documentation studies available on the website (pictures, videos, informal

narratives, and impact reports).
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RESULTS AND DISCUSSION
Social Over-Profit in the Mission Statement

As noted by Alter (2007), Dees (1998), and Hockerts (2010), the mission of a social
enterprise distinguishes it from both non-profits and conventional businesses by addressing
societal issues. A company’s mission statement typically outlines its desired outcomes; for
social enterprises, a well-defined mission is essential to guide their objectives and action plans.
This study investigates whether the mission of social enterprises demonstrates their
distinctiveness. The following analysis addresses this research question.

A company’s values, vision, and mission are often discernible from its website. In this
research, NVivo software was used to analyze recurring terms in the mission, vision, or value
statements of social enterprises. Unlike conventional for-profit companies that prioritize
shareholder value, social enterprises focus on generating societal value, aligning their
community-oriented vision with their social mission. Nevertheless, not all social enterprises
articulate clear and comprehensive visions, missions, and values. Some merely reference one
or two elements without fully integrating all three.

In Indonesia, Presidential Regulation No. 2 of 2022 defines social enterprises as
organizations supporting the government in achieving the Sustainable Development Goals
(SDGs). Regardless of their profit status, social enterprises reinvest their earnings to advance
their social mission. Many social enterprises align their mission or vision with SDG
achievement, as illustrated in the following examples.

One featured case study is a social enterprise based in Sumatra, renowned for its
coastline tours, which attract thousands of surfers annually and significantly boost local state
revenue. According to its website, the enterprise’s mission is "Empowering rural communities
through the implementation of responsible tourism." This aligns with several SDGs,
including promoting decent livelihoods, fostering economic progress, and ensuring quality

education for all.
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Another example is an innovative Indonesian application dedicated to food rescue.
This marketplace enables consumers to purchase surplus food from grocery stores or
restaurants at a 50% discount. This initiative contributes to ending hunger, promoting
responsible consumption and production, and addressing climate change. Additionally, a
social enterprise focusing on empowering rural women through creative industry initiatives
demonstrates a commitment to cultural promotion and welfare enhancement.

Data analysis using NVivo software identified common terms like empowerment,
community, prospetity, contribution, and sustainability as central to these social enterprises'
objectives. These values distinguish social enterprises from traditional for-profit businesses
while also differentiating them from non-profits through their entrepreneurial approach to
achieving social goals (Bradford et al., 2020; Alter, 2007; Wang, 2009). The sustainability of
social enterprises arises from the interplay between financial resources and social impact,
aligning with Presidential Regulation No. 2 of 2022, which emphasizes innovative business
models driven by social ideals.

People, Planet, and Profit through Activities

Understanding social enterprise operations requires an examination of how their
entrepreneurial activities create social impact. Unlike traditional non-profits, social enterprises
leverage business activities as tools for social change. Alter (2007) categorizes social
enterprises based on the integration of social programs and business operations, classifying
them as mission-centric, mission-related, or mission-unrelated.

This study of 10 social enterprises reveals the balance between product or service
sales and social impact. Websites often detail products, pricing, and production stories,
frequently accompanied by images and videos illustrating the beneficiaries” experiences. This
approach not only promotes transparency but also demonstrates how entrepreneurial efforts
address social and environmental challenges (Gesso, 2021).

Findings indicate that these enterprises stay true to their mission, as evidenced by
previous research (Chinchilla and Garcia, 2017; Hockerts, 2017; Mair and Noboa, 20006;

Ruskin et al., 2016), which highlights the drive to solve social issues as the primary motivation
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behind social enterprise formation. The integration of economic, social, and environmental
considerations in their operations underscores their commitment to holistic impact.

For instance, one social enterprise’s mission to improve marine ecosystems involves
empowering coastal communities through education and economic initiatives. This alignment
of entreprenecurial activities with social goals illustrates how social enterprises balance
commercial success with societal contribution.

Multi-Stakeholder Governance

Governance within social enterprises reflects the interactions between various
stakeholders, shaping responsibilities, rights, and obligations. Effective governance requires
identifying and addressing stakeholder needs (Mason, 2009; Mason et al., 2007), which include
service users, internal staff, local communities, government entities, investors, and business
partners.

This research examines stakeholder disclosures on social enterprise websites,
revealing diverse engagement. Leadership teams often include CEOs and co-founders with
specific roles like Chief Marketing Officer (CMO) or Chief Community Development Officer
(CCD). Staff recruitment and volunteer opportunities are frequently advertised, highlighting
the importance of community participation.

One example involves a social enterprise seeking Middle Eastern migrant women as
training instructors, demonstrating the role of empowerment through education. This aligns
with Dewi et al. (2019), who emphasize volunteers' critical role in maintaining accountability
and ensuring mission adherence.

Partnerships with private companies, public agencies, and certification bodies also
play a crucial role. Collaborations with large businesses enhance commercial sustainability
and align social enterprises with established operational standards, such as providing fair
wages.

Accreditations like Halal and B Corp certifications further validate social enterprises’
commitment to stakeholder welfare and sustainability. Research suggests that such

certifications enhance stakeholder trust and encourage consumer support, fostering long-
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term impact (Verhaar, 2023; Villela et al., 2021; Carvalho et al., 2022; Ferré-Cerda et al., 2020;
van BEck and Kelly, 2018).

Beneficiaries, as primary stakeholders, are integral to social enterprises’ mission-
driven models. Prioritizing beneficiaries through needs assessments and program design
strengthens the relevance and effectiveness of social initiatives (Wellens and Jegers, 2014;
Dewi et al., 2019; Hall and O'Dwyer, 2017).

Social Over Financial Performance

Social enterprises prioritize mission fulfillment over financial performance,
distinguishing them from traditional businesses. Measuring success requires balancing social
impact with economic sustainability (Austin et al., 2006). While commercial metrics like
profitability and sales growth are standardized, social performance indicators are more
context-specific.

This study analyzes financial performance through product availability, sales data,
partnerships, certifications, and profit distribution. Transparent disclosure of these aspects
enhances trust and long-term sustainability.

Social performance, reflected in community empowerment and impact, remains
central to social enterprises’ objectives. Website profiles showcasing achievements, volunteer
initiatives, and stakeholder collaborations illustrate their commitment to societal well-being.

Striking a balance between social and financial goals is essential to avoid mission drift,
where overemphasis on one aspect undermines the enterprise’s identity (Ebrahim et al., 2014;
Civera et al., 2020). As one social enterprise founder noted, maintaining this balance requires
strategic decision-making and long-term vision.

Accountability Mechanisms

Accountability in social enterprises involves transparent performance disclosure to
stakeholders at all organizational levels. Mechanisms include formal reporting, mission
statements, and activity integration (Loan, 2018; Wang, 2009; Ab Samad et al., 2017; Bradford
et al., 2018, 2020).
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Interviews with social enterprise co-founders highlight accountability practices such
as fair transaction rates, educational scholarships, and health initiatives. These commitments
reflect the enterprise’s dedication to its beneficiaries. As Haryanti et al. (2020) emphasize,
transparency and responsibility underpin social enterprise operations. Financial audits and
performance reports validate accountability, ensuring alignment with both social and business

objectives.

CONCLUSION

Disclosure of corporate identification is central to this study's goal of describing
Social Enterprise activity. Mission, activity, governance, performance, and accountability are
the five aspects of identity that this study examines using the framework of identity and
stakeholder theory. Except for reinvesting the profits into social activities that have not yet
been disclosed, the existing ten social enterprise practices adhere to the characteristics
outlined in Presidential Regulation No. 2 of 2022 and Haryanti et al. (2020).

All of the company's actions and duties are guided by its objective. Community,
empowerment, welfare, and sustainability are more prominent in social enterprise missions
compared to traditional venture business missions. Through the sale of goods and services
derived from the firm's and third parties' empowerment initiatives, including but not limited
to volunteer work and collaboration, the company is able to reveal its business activities.
Beneficiaries, the board of directors, volunteers, and partners are just a few of the many
stakeholders involved in corporate governance, which aims to accomplish the company's
objective.

A company's social and business initiatives can be assessed with the use of
performance measurement tools. A company's website may feature an accomplishment
profile or an informative narrative dissertation with images and videos, both of which serve
to demonstrate the social performance of the business. Standardized metrics, such as SROI
(a performance metric typically utilized in firms with a social mission), nevertheless have

room for improvement when it comes to financial success. Lastly, there is a lack of standards
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when it comes to social enterprise accountability, which hinders organizations from
translating best practices within. Stages of accountability have been implemented, and the

organization has remained true to its objective.
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