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Abstract: Culture is a key driving force in enhancing organizational performance. The results of
recent studies indicate the importance of managers having the capacity to understand organizational
culture and link it to organizational performance improvement. This study aims to examine the
relationship between organizational culture and performance improvement in social enterprises.
In the past, organizational culture was described in terms of a single dimension, but it is now
understood that different cultures reflect different values and beliefs, in a seemingly contradictory
manner, and can coexist within any given organization. We analyze the relationships among social
enterprise networking, performance, and organizational culture, using the four organizational culture
classifications of the competing values framework, which reflects recent perspectives. A survey
was conducted among 100 social entrepreneurs, and latent profile analysis was applied to the data.
The analytical results identify four latent profiles—namely, strong-balanced, weak-balanced, hierarchical,
and group-dominant—and show that a balanced culture fosters high-level socioeconomic performance.

Keywords: organizational culture; networking; competing value framework; latent profile analysis;
social enterprise; performance

1. Introduction

As we face the limits of capitalism’s growth, interest in social enterprises that create socioeconomic
value is increasing [1]. Social enterprises constitute a middle form between traditional profit-making
enterprises and nonprofit organizations that aim to create social value [2]. Although social enterprises
are meaningful in terms of providing social services and creating jobs, they have some contextual
(situational) conditions, such as management’s lack of ability in creating stable earnings, and excessive
emphasis on social objectives. Therefore, there is a need for a management strategy that enables social
enterprises to enhance not only the likelihood of their own survival, but also their performance [3,4].
If social enterprises are to obtain market competitiveness, it is essential that their organizational
cultures and human resource management be differentiated.

Since the 1980s, studies on corporate and organizational culture have been actively conducted in
the business administration field [5]. Previous studies on organizational culture have largely focused
on either the relationship between organizational culture and organizational context, or the relationship
between the type of organizational culture and organizational performance. Many empirical studies
on commercial enterprises have sought ways of improving corporate performance, and many have
confirmed that corporate culture is a factor that affects performance [6-8]. For instance, a strong
culture commercial organization showed high performance [9] and organizational culture promoting
innovative norms affects performance of professional service firms like law firms [10]. The success
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of adopting new practices in a social welfare agency depends on the organizational culture [11].
Regardless of the type of organization, organizational culture influences the values and behaviors of
organizational member by functioning as a social control mechanism [12]. These previous studies
regarding organizational culture are based on the premise that, as a competitive factor, culture has a
major effect on organizational performance. Social enterprises are expected to have an organizational
culture that is distinct from commercial enterprises in terms of mission, management, and resources.
Additionally, the distinctive organizational culture of social enterprises would affect organizational
performance differently in commercial enterprises, as social enterprises have “hybrid” characteristics
that distinguish them from commercial enterprises, nonprofit organizations, and public organizations.
“Social enterprises pursue the dual mission of achieving both financial sustainability and social
purpose” ([13]), and as such, they combine business and charity characteristics and take a distinctive
organizational form [14]. Despite the importance of discussing the organizational culture of social
enterprises, there has been a dearth of related research. This study aims to fill the literature gap
regarding the relationship between organizational culture type and organizational performance, as well
as the practical aspects of organizational culture type that can contribute to organizational performance.

In the past, the culture of an organization was described in terms of a single dimension;
however, it is now understood that different cultures reflect different values and beliefs, often in
a seemingly contradictory manner, and can coexist within any given organization [6,15-18]. Using the
competing values framework (CVF)—a representative organizational culture model that reflects these
perspectives—we examine how the organizational culture of social enterprises relates to organizational
performance. The purpose of this study is to analyze the relationship among the organizational
culture of social enterprises, networking in organizations and their socioeconomic performance, using
data captured through a survey of South Korean social enterprise operators. Through latent profile
analysis (LPA)—an analytical technique that finds the best-fitting model by dividing the participants’
responses into latent profiles—we analyze the relationship between organizational performance and
organizational culture from both academic and policy perspectives. Additionally, we offer implications
with regard to our research results.

2. Literature Review

2.1. Organizational Culture, Competing Values Framework, and Performance

Organizational culture is a comprehensive and abstract concept that comprises the values,
beliefs, customs, traditions, knowledge, skills, and symbols that an organization’s members share [5].
Organizational culture is further defined as a sense of meaning shared by members, which thus
distinguishes one organization from others [15,16]. Every organization has a culture, and in a
fast-paced and complex business environment, it is essential that an organization actively manage
its organizational culture and gain a competitive advantage [19,20]. This concept has long been used
as a useful tool in understanding organizational characteristics and explaining members’ behaviors,
ultimately to improve organizational performance. In this way, an organization’s culture plays a very
important role in its survival, and in how it forms and maintains its development and effectiveness.

Organizational culture influences organizational performance in many ways, by changing the
thinking and behavior of organizational members. Not only does organizational culture influence the
behavior of members—including how members feel, think, communicate, and justify their actions—but
their actions, in turn, affect the organizational culture [21]. Organizational culture can increase the
levels of engagement and commitment within an organization, which can result in increased efficiency
that saves time and money. In this way, organizational culture increases an organization’s effectiveness,
based on the consensus formed by the shared value system; additionally, it suggests directions
for improvement in organizational performance by increasing members’ interest in organizational
goals [18,22,23]. In contrast, if harmony is not achieved between the organization and its members,
culture can act as a burden on the organization. In this study, we view organizational culture as a
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comprehensive concept that comprises the values, beliefs, ideologies, customs, knowledge, traditions,
techniques, and symbols that the members of an organization share.

In recent years, scholars have developed a new interest in the relationship between organizational
culture type and organizational performance and have linked these two factors empirically. Most of
these studies view culture as a multidimensional structure [16]. According to previous studies, there
is one of a kind generally no “good” organizational culture applicable to any organization. Given
these characteristics, cultural typological research methods are used to study organizational culture,
and the results thereof verify that organizational performance differs in line with the organization’s
culture-type characteristics [6].

Recently, most studies on the relationship between organizational culture and organizational
performance have measured organizational performance in terms of organizational culture type.
Distinguishing this typology helps determine which characteristics affect organizational performance
most. Harrison identifies four ideological types (i.e., role orientation, task orientation, power
orientation, and person orientation) and their impact on organizational performance, while assuming
that the cultural characteristics of an organization are contingent on its ideological orientation [24].

Organizational culture types can be classified into various categories, depending on the criteria
applied. The most commonly used criteria are those in the competing values framework (CVF) of
Cameron and Quinn [6]. The multidimensional CVF seeks to overcome the limitations inherent in
earlier studies—studies that approached organizational culture as a single-dimension phenomenon,
despite the fact that organizations share various values [17]. The CVF is a comprehensive framework
and, unlike conventional thinking, it does not aim to define cultures in terms of a single dimension.

According to the CVF, organizational culture types can be divided into four categories, based
on two dimensions—namely, internal versus external, and control versus flexibility (see Figure 1) [6].
The four models and their cultural characteristics are as follows. First, the clan model is a
consensus culture that focuses on human relations and emphasizes integration and flexibility
within the organization. It stresses values such as unity and cooperation and is characterized by
a human and family atmosphere that focuses on the care of and attention to its members. Second,
an adhocracy culture is characterized by adaptation, change, and elasticity with respect to the external
environment. It emphasizes the importance of the organization’s development and growth in adapting
to environmental change, and it values creativity, adventure, and conductivity within the organization.
Third, a hierarchical culture aims to maintain integration, stability, and status within the organization.
In other words, it emphasizes those values and norms of a traditional bureaucracy that speak to official
orders, rules, surveillance, and control. Finally, a market culture emphasizes productivity in achieving
organizational goals, based on an external orientation and stability. The values stressed in a market
are productivity, efficiency, and rationality. Ultimately, the CVF shows that the organizational culture
phenomenon is about culture types coexisting and combining with each other, rather than about one
culture type exclusively dominating the organizational culture.

To change and manage organizational culture, a manager needs to leverage four competing
values effectively, and blend four different imperatives. The comments of Quinn et al. [25] in this
regard are summarized below. The clan culture is characterized by a focus on consideration and
concern for the clan members, and on having a family atmosphere. Therefore, in a social enterprise, the
presence of this culture is expected to contribute to improvements in social and economic performance.
However, this culture type has negative aspects, including extreme permissiveness, uncontrolled
individualism, inappropriate participation, and unproductive discussion. The adhocracy culture,
on the other hand, supports creative and adventurous challenges, and members tend to perform
autonomously; therefore, in a social enterprise, this culture type is also expected to contribute to
improvements in social and economic performance. However, too much emphasis on change and
adaptation can cause premature responsiveness, disastrous explanations, political expediency, and
unprincipled opportunism. The hierarchy culture has the advantage of enhancing the effective
management and integration of the organization, in terms of providing efficiency and stability by
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pursuing an internal orientation; moreover, organization members can become familiar with the
procedures and operation methods. However, a hierarchy culture does have negative effects, including
procedural sterility, unnecessary rigor, the perpetuation of habits, and an ironbound tradition (i.e.,
intransigence). Finally, the market culture emphasizes the achievement of goals, but relatively neglects
the teamwork or collaborative work that comes with the macro-level consciousness of the group or
organization level, given that this is a performance-oriented organizational culture. However, there is
the possibility that excessive emphases on performance and productivity can lead to certain problems,
such as overexertion, human exhaustion, problems in understanding regulations, and blind adherence
to dogma. Quinn et al. stress that it is the responsibility of the manager to balance and integrate these
four competing values, rather than rely on a single approach; to do so would be to exhibit “behavioral
complexity” [25].

The CVF has the advantage of clearly distinguishing characteristics or concepts among
organizational culture types, by modeling the four distinct types in a single unified framework.
Although the nature and value inherent in an organization can be in competitive tension and
conflict, the CVF assumes that the four organizational culture types can appear simultaneously
in an organization. In a given situation or environment, in some organizations, one of the four culture
types will dominate the organizational culture; in others, the culture types will combine to form a
more balanced culture. The CVF is a useful tool for understanding the organizational culture profiles
of social enterprises. As a hybrid organization, social enterprises need to harmonize various values
and interests and respond to the duality of internal and external stakeholders. This poses a kind of
“service paradox”: if the culture has not been managed well—that is, one logic has predominated—the
social enterprise could lose the ability to address its problems [26]. The duality and hybridity of
social enterprises cause organizational tension, and it is important that social enterprises manage such
tensions [27,28].
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Figure 1. Competing Values Framework.
2.2. Network and Performance

A network is a group of two or more individuals or groups who interact through a linking
process—usually a tool for achieving organizational goals, securing resources, and undertaking
collaboration [29-31]. Among start-up companies, capturing opportunities through social networks is
important, and stronger (and more formal) linkages can be achieved as the business matures [32,33].
This means that networking is more significant for small-sized social enterprises that lack resources.

In exploring collaborative activities among human service organizations, it was found that when
cooperative organizational relationships are established, both the organization and its members
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can achieve their desired performance level [34]. These results are equally applicable to social
enterprises. The competitiveness of social enterprises has been found not only to improve the quality
of their products and services, but also to secure product and service outlets. For social enterprises,
the importance of social capital (e.g., networking) cannot be overemphasized. Recent studies of social
enterprise performance have focused on social capital’s relationship to network activities [35,36].
According to network theory, networking ability and intensity are key characteristics among social
entrepreneurs. Successful business ownership might depend on the ability of owners to gain access to
resources in a cost-effective way, through networking. The significant and positive relationship between
networking and both organizational survival and growth has been empirically determined [37].

2.3. The Function of Organizational Culture Profiles among Networks, and Social Enterprise Performance

The performance of a social enterprise cannot be easily defined, because the concept of a social
enterprise is in itself complex and can be defined variously, according to its breadth, scope, and
characteristics [38,39]. Although there is a dearth of discussion on social enterprise performance, it is
generally agreed that economic performance (i.e., profit generation) and the creation of social value
(i.e., fulfilling a social purpose) comprise the performance of a social enterprise.

To investigate the effect of organizational culture on organizational performance, some studies
on commercial enterprises have empirically demonstrated the relationships among those variables.
Empirical research on the relationship between the organizational culture and organizational
performance of social enterprises mainly analyzes how organizational culture affects economic
performance and subjective performance, such as organizational commitment and job satisfaction.
Many studies suggest that an organizational culture drives efficiency and effectiveness by elevating
commitment, job satisfaction, and productivity [40,41]. Based on the results of previous studies,
we know that shared beliefs and values that have been managed in appropriate ways among the four
complex competing values can help maximize both the social and economic performance of social
enterprises. Nonetheless, there is a lack of research on the effects of a social enterprise’s organizational
culture on that enterprise’s performance.

Prior studies on social enterprises mainly focus on organizational characteristics and performance
evaluations. The CVF underscores that an organization with balanced and mixed competing values
will achieve better performance than one in which a single particular culture dominates [18,20,23,25].
Therefore, one can deduce that a social enterprise with a balanced culture type that features more than
one of the four competing cultures will achieve better performance than a social enterprise with a
single predominant culture. As mentioned, a manager’s network activities relate to the organizational
performance of his or her enterprise. Based on the results of previous research, we set two hypotheses,
as follows.

Hypotheses 1 (H1). The LPA-classified organizational culture type will affect the relationship between a social
entrepreneur’s network and the enterprise’s economic performance.

Hypotheses 2 (H2). The LPA-classified organizational culture type will affect the relationship between a social
entrepreneur’s network and the enterprise’s social performance.

Based on the results of previous studies, we expect that social enterprises’ profiles, as identified
through LPA, are functions of networking and performance. We thus propose hypotheses about
how LPA-classified type and other external variables, networking, and performance, all interrelate.
Our hypotheses are as follows.

Hypotheses 3 (H3). Latent profile membership will differ across social enterprises, in line with the four
organizational cultures.

Hypotheses 4 (H4). The networking of social enterprises will affect the derived latent profile membership.
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Hypotheses 5 (H5). Latent profile membership will affect a social entrepreneur’s social and economic
performance.

To test these hypotheses, we built a conceptual LPA model. This model was used not only to
identify social enterprises’ underlying organizational culture profiles, but also to explore mediating
relationships between latent profile memberships and related external variables (including social and
economic performance and networks).

3. Method

3.1. Statistical Method: LPA as a New Approach

We first built an LPA model of organizational cultures, based on the total scores pertaining to the
four aforementioned organizational culture scales. (Recall that we used these scales as indicators.)
A series of LPA models with between one and six latent profiles were compared, using the fitness
statistics of the six models; the optimal model was then selected to derive the final interpretation of the
results. Prior studies have suggested that likelihood-based information criteria (IC) (e.g., the Akaike
information criteria [AIC] and the Bayesian information criteria [BIC]) are the most common means of
determining the optimal model [42—-44]. These strike a good balance between model fit and parsimony
by maximizing the likelihood function and penalizing additional model complexity. Among the
candidates, the model with the lowest IC values was considered the best-fitting model. The entropy
and interpretability of the profiles were also considered during the model selection process.

After identifying the best-fitting model, the effects of covariates and distal outcomes were then
estimated to identify the factors expected to relate to the respondents’ latent profile membership.
The effects were modeled using multinomial logistic regression models. Figure 2 provides a path
diagram of two models and specifies the hypothetical relationship between latent profile memberships
and external variables.

Economic
Performance
Network
Social
Performance
Pl ¥ X e
clan adhocracy hierarchy market

Figure 2. Path diagram of the model, specifying the relationship between latent class (profile) and
external variables.

In both models, network and environment were used as covariates to predict latent profile
membership, and the economic performance and social performance of social enterprises were selected
as distal outcomes to predict latent profile memberships. Because we wished to assess the two types of
performance (i.e., economic and social) separately, they were examined in different models. Among
the many approaches used to investigate the effects of covariates and distal outcomes in the context of
LPA, we utilized the biased adjusted maximum likelihood three-step method (ML method) proposed
by Vermunt [45]. The ML method is a procedure in which model selection and the evaluation of
external variable effects are carried out sequentially, while taking into account the uncertainty of the
assignment of individuals into latent profiles. Previous studies have shown that the ML method not
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only produces unbiased parameter and standard error estimates of the external variables, but also
controls for uncertainty in profile assignment under the initial profile structure chosen in the model
selection stage [46—48]. All statistical analyses were carried out using the Latent GOLD 5.1 Syntax
Module [49].

3.2. Data and Measures

The social enterprises analyzed in this study are those registered on the website of the Korea Social
Enterprise Promotion Agency (www.socialenterprise.or.kr). As of March 2017, 435 companies had
reported their 2016 social enterprise status information to the agency. A survey was mailed to the top
managers of these companies between December 2017 and February 2018. Of the 435 questionnaires
we disseminated, we collected a total of 100 completed questionnaires (response rate: 23%).

Network scale is mainly associated with organizational social networks, such as membership in
social enterprise associations, the community, and local government. Social performance is defined as
the degree to which a social enterprise creates value, such as community contributions, job creation,
and social service provision. It was measured in terms of five items: favorable evaluation from local
residents, internal investment of revenues for employee pay increases or service/product R&D, external
investment of revenues for community returns, pride in the work of employees, and contributions to
positive change in society. Economic performance was defined in terms of financial sustainability—that
is, whether sales and net profits show upward trends in the long term—and was measured by the
degree of continuous increase in sales and net profit in three recent years. The Cronbach’s « of social
performance is 0.893, and that of economic performance is 0.855; thus, we can be assured of the
reliability of these two variables.

We measured organizational culture by using the organizational culture assessment instrument
(OCAI) scale of Cameron and Quinn [6]. OCAI scales are used to measure organizational culture, and
it is both valid and reliable. In this study, a total 20 organizational culture items were assessed, using
Likert-scale scoring.

4. Results

Table 1 provides the descriptive statistics of the study sample. The data in Table 2 were fit to six
different models, each of which had one to six latent profiles. Table 2 summarizes the log-likelihood
values and fit statistics of the estimated models. According to the AIC3, BIC, and consistent AIC
(CAIC) values, the best-fitting model was the four-profile model; according to the AIC, the five-profile
model was considered optimal. In general, researchers prefer a parsimonious model when it captures a
sufficient latent structure. Moreover, previous model selection studies have shown that the AIC tends
to overestimate the number of latent profiles in LPA models [32,39]. For these reasons, we selected the
four-profile model as the final model.

We presented the latent profiles of the selected four-profile model, and named each latent profile
based on the pattern of mean scores on the organizational culture scale. Table 3 presents the latent
profile probabilities (i.e., profile sizes) and the mean scores of each profile. The results show that Profile
1 consists of approximately 75% of the respondents (1 = 74), and their overall mean scores on the four
organizational cultures (25.623) were lower those of Profile 2 (33.406), but higher than those of Profiles
3 and 4 (17.658 and 12.206, respectively). Profile 1 is characterized by scores relatively higher than
those in Profiles 3 and 4, but scores slightly lower than those in Profile 2; therefore, it was labeled the
weak-balanced profile. Profile 2, which includes 11.5% of the respondents (n = 11), is distinct from the
other three profiles, in that it does not have one dominant culture; it showed balanced scores across
four organizational cultures, with the highest average scores among the profiles. Hence, we called
it the strong-balanced profile. Profile 3—which consists of 9.7% (n = 10) of the participants—had the
highest mean hierarchical culture score. In contrast, Profile 4—which consists of 4.2% (1 = 4) of the
participants—showed the highest mean clan culture score. Thus, with respect to organizational culture,
Profile 3 was labeled the hierarchy-dominant profile, and Profile 4 the clan-dominant profile.
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Table 1. Descriptive statistics of social enterprise sample (1 = 100).
Characteristics n (%)
Location
large city 56 (57.7)
middle city (>300,000) 21 (21.6)
small city (>100,000-299,999) 10 (10.3)
urban area 10 (10.3)
Company type
job offer 69 (69.7)
social service offer 3 (3.0)
local community contribution 7 (7.1)
combined 5 (5.1)
others 15 (15.2)
Organization type
corporation 18 (18.0)
joint stock company 61 (61.0)
nongovernmental organization 5 (5.0
social welfare corporation 1 (1.0
cooperative 12 (12.0)
others 3 (3.0)
Type of business
nursing/housework/childcare 2 (2.0)
education/counseling /consulting 12 (12.2)
environment 4 4.1)
culture/art/sports/leisure 17 (17.3)
cleaning/security 11 (11.2)
food 8 8.2)
construct 5 (5.1)
manufacture 23 (23.5)
others 16 (16.3)
Number of employees
<5 27 (27.6)
5-10 34 (34.7)
11-15 12 (12.2)
16-20 25 (25.5)
Table 2. Fit statistics of six models for selecting the optimal number of latent profiles.
LL BIC AIC AIC3 CAIC Npar Entropy  Class. Err.
1-Cluster —1293.58  2624.002  2603.161 2611.161 2632.002 8 1 0
2-Cluster —1249.31 2540.058  2516.612  2525.612  2549.058 9 0.853 0.019
3-Cluster —1222.43  2509.337  2472.864  2486.864  2523.337 14 0.854 0.057
4-Cluster —1207.83  2503.148 2453.65 2472.65 2522.148 19 0.886 0.055
5-Cluster —1202.26  2515.041 2452517  2476.517  2539.041 24 0.885 0.099
6-Cluster —1197.97  2529.486  2453.936 2482936  2558.486 29 0.880 0.113

Note: Npar and Class. Err represent several parameters and classification error, respectively. Bold values indicate

the highest mean value within profiles.

Table 3. Relative profile sizes and the mean scores within each latent profile.

Profile 1

Profile 2

Profile 3

Profile 4

Weak-Balanced

Strong-Balanced

Hierarchy-Dominant

Clan-Dominant

0.747 0.115 0.097 0.042

(n=74) (n=12) (n=10) n=4)

Clan 25.608 33.877 15.568 20.235
Rational 25.919 33.908 17.686 11.272
Development 27.402 33.752 15.636 9.519
Hierarchy 22.565 32.087 21.744 7.798

Note: Bold values indicate the highest mean value within the profiles.
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Table 4 shows the multinomial regression of the first model in Figure 2. Regarding the effect of the
covariate, respondents with a medium network score (11-13) were likely to belong to the weak-balanced
profile, whereas those with the highest network scores (17-21) had a strong chance of being in the
strong-balanced profile. The respondents with the lowest network scores (1-8) had a high likelihood of
belonging to the hierarchical-dominant profile, while those with slightly higher network scores (9-10)
were mostly classified as having the clan-dominant profile. Meanwhile, the effect of the environment
was not significant. The results of the distal outcome (economic performance) revealed that among the
four latent profiles, respondents with the strong-balanced profile were likely to show the best economic
performance (31-45), whereas the performance of respondents grouped into the weak-balanced profile
tended to be slightly lower than those with the strong-balanced profile (29-30). Among the four profiles,
the respondents with the hierarchy-dominant and clan-dominant profiles showed the lowest economic
performance (5-20).

Table 4. Multinomial regression presenting associations between latent profile membership and
external variables (First model: economic performance).

Type Variable Scores Weak-Balanced ~ Strong-Balanced  Hierarchy-Dominant  Clan-Dominant Wald
Covariate Network 1-8 0.770 0.028 0.202 0.000 11.41 **
9-10 0.924 0.052 0.023 0.001
11-13 0.926 0.063 0.011 0.000
14-16 0.906 0.092 0.002 0.000
17-21 0.846 0.154 0.000 0.000
Distal Economic 5-20 0.733 0.074 0.192 0.001 636.79 **
Outcome  Performance 21-26 0.911 0.075 0.014 0.000
27-28 0.905 0.077 0.019 0.000
29-30 0.936 0.060 0.005 0.000
31-45 0.892 0.108 0.001 0.000

Note: Bold values indicate the highest probability value within the profiles. ** p < 0.01 (two-tailed).

Table 5 presents the results of the model while including social performance as a distal outcome
(Figure 2). The pattern of mean scores on organizational cultures was quite similar to that from the first
model (economic performance)—that is, the respondents having the highest network scores (17-21)
were likely to be assigned to the strong-balanced profile, and the respondents with the lowest network
scores (1-8) were likely to belong to the hierarchy-dominant profile. Meanwhile, the respondents
whose network scores ranged from 11 to 13 had a greater chance of being in the weak-balanced profile,
whereas those whose network scores ranged from 9 to 10 were mostly assigned to the clan-dominant
profile. Regarding social performance, the respondents classified as strong-balanced performed best
(39-54). The hierarchy-dominant and clan-dominant profiles were associated with poor performance
(6-29), whereas the weak-balanced profile showed medium-level performance (36-38).

Table 5. Multinomial regression presenting associations between latent profile membership and
external variables (Second model: social performance).

Type Variable Scores Weak-Balanced  Strong-Balanced  Hierarchy-Dominant  Clan-Dominant Wald
Covariate Network 1-8 0.785 0.026 0.190 0.000 11.41 **
9-10 0.923 0.051 0.026 0.001
11-13 0.934 0.059 0.007 0.000
14-16 0.901 0.097 0.002 0.000
17-21 0.828 0.171 0.000 0.000
Distal Social 6-29 0.752 0.051 0.197 0.001 852.50 **
Outcome  Performance 30-33 0.906 0.079 0.016 0.000
34-35 0.916 0.076 0.008 0.000
36-38 0.917 0.070 0.013 0.000
39-54 0.875 0.123 0.002 0.000

Note: Bold values indicate the highest probability value within the profiles. **: p < 0.01 (two-tailed).
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The results indicated that derived latent profile memberships differed across social enterprises.
Moreover, the relationship between network and socioeconomic performance varied across the
different latent profiles, providing support for Hypotheses 1 through 5.

5. Discussion

Let us summarize the results of this study and present the theoretical and practical implications
of this research. First, we found network activity to correlate positively with both economic and
social performance, such that more active networking yielded better performance in both respects.
This result is consistent with the results of prior research on the relationship between networking
and performance [33,37]. Second, we identified four latent profiles: strong-balanced, weak-balanced,
hierarchical, and group-dominant. Among the four profiles, we found the weak-balanced profile to
contain the most respondents (74.7% of the sample), whereas the clan-dominant profile contained the
smallest number of respondents (4.2% of the sample). Third, social enterprises with a well-balanced
culture featuring four organizational cultures showed higher social and economic performance,
whereas social enterprises with relatively single dominant culture scores showed low performance.
Fourth, we also found that this relationship was mediated by latent profile memberships, with the
strong-balanced profile having the strongest mediation relationship among the four profiles and the
clan-dominant profile the weakest. The profiles with a single dominant organizational culture—namely,
hierarchy-dominant and clan-dominant—engaged in relatively little networking and showed poor
economic and social performance.

In terms of theory, this study confirms the suitability of the CVF in explaining organizational
culture in social enterprises. In terms of stability and change, the CVF does not presuppose
mutually exclusive logic among the four different cultures. Although the standards, values, and
basic assumptions may seem to conflict, the CVF considers these factors complementary. As hybrid
organizations, social enterprises are always in tension and have paradoxical competing values.
Social enterprises featuring a single dominant culture and a strong culture did not perform well,
compared to social enterprises with a weak-balanced culture ([25], pp. 40-41, [50,51]).

Quinn et al. emphasize that having only a single management approach or a single set of
behaviors can be a failing factor in achieving organizational performance. According to Quinn et al.,
an organization in which a particular culture dominates is said to be in a “negative zone”—or,
specifically, the irresponsible country club (clan culture-dominant), the frozen bureaucracy (hierarchy
culture-dominant), the tumultuous anarchy (adhocracy culture-dominant), and the oppressive sweat
shop (market culture-dominant) ([25], p. 317). This is a phenomenon in which the shortcomings of
each culture are excessive. Hierarchy culture- and clan culture-dominant enterprises both focus on
the inside of the organization and, in this study, they showed low performance levels. These results
confirm that for social enterprises, management strategies that emphasize specific cultural elements
among mutually exclusive and contradictory elements are no longer effective.

This study also shows the importance of organizational culture in improving the performance of
social enterprises. Culture reflects the behavior of the members of an organization and digs deep into
its values, standards, processes, and mission. If it can be well-managed, nurtured, coordinated, and
linked to organizational performance [52].

Social entrepreneurs should focus on creating a healthy organizational culture. Social
entrepreneurs should focus on creating a healthy organizational culture. From a practical viewpoint,
there appears to be a need to establish education and training programs by which to improve social
entrepreneurs’ leadership and organizational culture management skills. Social enterprise managers
must lead hybrid organizations by developing within their enterprises the characteristics of both
commercial enterprises and nonprofit organizations; indeed, the abilities of social entrepreneurs
are critical to the development and survival of these social enterprises [38,39]. Schein, for example,
underscores the role of leaders who promote and change organizational culture [5]. In an ever-changing
environment, effective strategies in one situation may not be effective in others; therefore, competent
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social enterprise managers should develop within themselves the ability to mix and utilize all the
different values found within a complex environment. In complex and unpredictable situations, social
enterprise professionals should be able to intentionally execute multifaceted management strategies by
performing multiple competitive and paradoxical roles in an integrated and complementary manner.
Jay stresses that the service paradox causes within social enterprises, as hybrid organizations,
behavioral complexity [26]. As social entrepreneurs, leaders rely upon individual-level efforts to
become good managers who can undertake systemic thinking and paradoxical thinking [25]. However,
it appears to be very difficult to demonstrate behavioral complexity to organizational management
based on an understanding of organizational culture and leadership, through the efforts of individual
social entrepreneurs. To foster and develop social enterprises, the government and intermediary
support organizations need to prepare diverse educational programs that relate to policy support.

6. Conclusions

This study analyzed the relationships among a social enterprise’s networks, performance, and
organizational culture by applying the Competing Values Framework. As a hybrid organization,
a social enterprise is characterized by mutually conflicting values that emerge in the course of
operations; these values manifest in such areas as the enterprise’s mission, resource mobilization, and
business processes. Compared to other organizational types, social enterprises are strong characterized
by their acceptance of a variety of values and interests within their own organization, and by their
drive to achieve the organization’s objectives. This study theoretically identifies the CVF’s applicability
as an analytical framework and demonstrates those social enterprise characteristics that need to be
managed, such as management tension(s), some of which are paradoxical in nature. Additionally,
this study presents a practical implication with respect to the effective capability and leadership of
social enterprise managers in integrating competing and complex management skills.

This study has some limitations. First, this study features a low number of responses, and
self-reported questionnaires were used to capture data from South Korean social entrepreneurs
operating officially certified social enterprises. Second, the organizational culture of those enterprises
was measured as perceived by the enterprises’ own representatives; evaluations of an organization’s
culture, however, can vary among its members. In interpreting the results of this study, one must
consider these points. Notwithstanding these limitations, the findings provide some insights into the
performance and organizational characteristics of social enterprises.
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