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Abstract 

The growing uncertainty in today’s business environment has a significant influence on social 

business’s behaviour. Those enterprises could rely on public support in the past, but 

nowadays, they have to find a way to be more responsible about their social activity and be 

financially independent on public resources. Based on this theoretical background, the 

paper’s main goal was to find a set of factors that influence crucial financial decisions within 

a crisis. When social businesses create an optimal financial portfolio to be financially 

sustainable, primary research was conducted. A sample of 57 social businesses was asked 

about their financial strategy. The main research goal was to compare a change before and 

after the first wave of the Covid-19 pandemic situation in 2020. This case has shown current 

financial thinking and preparedness for unusual or crises. A mixed research approach was 

chosen due to a limited number of respondents. The overall results found that those 

businesses prefer to use the current strategy (42%) in crisis, and they limit investments to 

survive in that situation, except marketing investments (16%). 

Implications for Central European audience: At the theoretical level, our study shows 

social enterprise concepts in the Central European context, which differs somewhat from the 

already established definition of mainly Anglo-Saxon and American authors. At the same 

time, it combines knowledge about the use of financial planning in this segment. The study 

results show that financial planning is essential in these companies because it can achieve 

social goals. A discussion would be opened on how to raise awareness of the preparation of 

the strategy.  Alternatively, how to strengthen the financial literacy of managers or 

representatives of these entities.  
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Introduction 

Very dynamic and intense changes in the business ecosystem and the need for obtaining 

and maintaining a competitive position require social enterprises and non-profits to determine 

the most appropriate strategies (Borocki et al., 2019). It relates to all the companies, 

regardless of size, sector of activity, location, and profit orientation. Based on current external 

and internal factors, organisations should make financial decisions to succeed and maintain 

their market position to be sustainable. However, non-profits in developing countries have 

some limitations, therefore why non-profits are run differently. Those limitations include 

insufficient financial resources, lack of experience in specialised areas and management, 

concentration on the local community.  One should remember that all organisations face a 

very competitive environment due to the globalisation process and new technologies 

(Moravcikova & Kliestikova, 2017), the growing role of CSR in all operations (Rahman et al., 

2020), inter-firm cooperation, both bilateral and multilateral (Kozma, 2017; Sebestova et al., 

2017).  

In the last decade, the social economy has also managed a much stronger position on the 

European level. The social economy was presented and supported by European Commission 

in 1989 (European Commision, 1989). According to DG Enterprise (European Commision, 

2011), the social economy consists of cooperatives, mutual societies, associations, 

foundations, and social enterprises (Dohnalová, 2009). Social enterprises have a long 

history, but they have had a higher weight and need for society in recent years. Political 

representation, the media, and the non-profit sector turn their attention to social enterprises 

with the expected solutions to civil society’s current environmental and social problems 

(Christie & Honig, 2006). Social entrepreneurship has been supported by the growing interest 

of governments and the general public since the early 1990s. This situation is a rapidly 

evolving field that has broadened the concept of entrepreneurship by including (and in some 

cases emphasising) the “social dimension” of entrepreneurial activities (Trivedi, 2010). It thus 

emphasises the social mission of entrepreneurship and combines the creation of social value 

with commercial means. 

Social entrepreneurship can generally be seen as a process of creating value by combining 

resources in new ways that are primarily designed to explore and seize opportunities to create 

social value by stimulating social change or meeting social needs (Mair & Martí, 2006). Using 

business for social purposes rather than for profit, or how business profits can be used for 

social purposes, has long been a significant concern of practice and policy (Fowler, 2000; 

Harding, 2004; Roundy & Bonnal, 2020). 

It is worth mentioning that there are differences in national contexts due to legislation and 

tradition across Europe and other countries. Significant differences could be seen in 

differences between North American and European social entrepreneurship (Bacq & 

Janssen, 2011; Lortie et al., 2017). When the definition is not unified, we chose some 

important statements, which supports a connection between social and entrepreneurship 

activities. Hervieux et al. (2010) define social entrepreneurship as: “a business process 

initiated by social entrepreneurs with social goals to create social value, where social 

entrepreneurship results in social enterprises; including social enterprises using commercial 

funds and in the form of non-governmental organisations (NGOs). “ Following that, those 
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enterprises operate with limited resources. They have to provide additional business activity 

as summarised in another definition: “Social enterprises can be defined as organisations with 

the explicit goal of helping the community, a group of citizens founds them, and their 

resources are limited. They are based on independence and are subject to economic risks 

due to the subject of their socio-economic activities.” (EMES, 2016). 

To conclude, it seems to be so essential to have a social goal and financial resources, 

followed by business activities like: “A social enterprise is an enterprise that has been created 

to support a social purpose financially.” (NESsT, 2019). 

In addition to that, non-profits and social enterprises are nowadays under the influence of the 

external environment (donors, supporters, companies) to clarify their vision, mission, core 

values to be more professional and easy to follow by shareholders. This professionalisation 

gives more responsibility to social entrepreneurs to be decisive and prepared in a strategic 

way of thinking to present their social impact to the public. (Gutterman, 2021; Lin-Hi et al., 

2015; Pope et al., 2018) 

Undoubtedly, social entrepreneurship will play an increasingly important role in future social 

and economic development. On the one hand, profit-maximising companies do not avoid 

environmental problems and resource scarcity. Historically, this complex of problems falls 

into the sphere of non-governmental, non-profit organisations or the third, voluntary or social 

sector, which works differently in different economies worldwide. Due to limited financial 

resources, governments are forced to close gaps in social services, creating space for social 

and community development goals.  

1  Commercial Activity by Social Enterprises 

Social entrepreneurship is very often mentioned as a hybrid combination of the non-profit 

sector and entrepreneurial activity. In this context, Battilana and Lee (2014) emphasise the 

differences between traditional entrepreneurs, social entrepreneurs and non-profit 

organisations. It should be emphasised here that traditional non-profit organisations are 

usually funded from external sources (by the state or donors) and do not take the business 

risk, and usually do not generate profit for their activities. 

In contrast, existing social enterprises can take non-profit and use commercial legal forms. It 

is up to the founder what legal forms it will use and its financial resources and support. A 

social enterprise should make a profit like any other. The difference between profit companies 

and social enterprises is then in the distribution of profit. In the commercial world, the owner 

can use the profit to his advantage. In the world of social enterprises, there is a different 

distribution of profits. Most of the profits, or even the whole, are both reinvested in a social 

enterprise and used for activities closely connected with social goals.  

According to Durieux and Stebbins (2010), we can see the meaning of social 

entrepreneurship in three primary areas, namely: 

• An area of motivation where the primary motivation (Groot & Dankbaar, 2014) can 

be an urgency to solve a social problem or compassion for the target group. 

Alternatively, conversely, the motivation may be to make a profit to support a 

selected area.  
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• In an area of the organisation, it is necessary to have skills in organising the activities 

of a company, creating a profile, and determining the legal form of a social 

enterprise.  

• It is followed by an area of influence on society, where, like any company, it must 

build its networks and look for like-minded groups and sources of its support.  

Based on this, social enterprises exist most often as (i) social entrepreneurship as a business 

with a social purpose, (ii) social entrepreneurship and social enterprises based on non-profit 

principles, (iii) entrepreneurship based on the social economy and social enterprises that 

integrate work (integration enterprises), (iv) social entrepreneurship as social 

entrepreneurship (Gawell, 2014). 

Following that, we could use the term “hybrid social enterprise” when social enterprise fulfils 

social goal and purpose, but it behaves like a commercial subject on the market to be 

successful, which makes a difference from non-profits (Paksiova, 2017; Santos et al., 2015; 

Zott et al., 2011).  

1.1 A need for financial planning and decision-making - when and 
why?    

Several existing discussions exist to compare and contrast the correlation between social 

and financial performance as a part of corporate responsibility or corporate social 

responsibility - CSR (Lodsgård & Aagaard, 2017). First of all, is worthy of mentioning that the 

CSR concept plays a significant role in innovativeness and organisation performance when 

it could have two layers. The first layer is organisation oriented and the second on his market-

oriented. Both layers help organisations find a competitive advantage in selected sectors or 

cross-sector cooperation (Lahtinen et al., 2018; Saeed et al., 2015). Financial decision-

making means that socially-oriented activities are performed by social businesses whose 

primary goal is a social benefit. Unfortunately, those activities are closely connected with the 

risk, and sometimes they are profitable and sometimes without any value-added. This factor 

is typical for those social enterprises in contrast to business-oriented companies (Nijhof & 

Jeurissen, 2010). 

Some social enterprises can earn a sufficient profit to supply their activities because they 

have a good investor base.  On the other hand, they could have a proper portfolio of products 

that customers are interested in and are prepared to pay a premium price like green products, 

organic food. On the other hand, they could supply other services (social counselling, support, 

care) for indigent clients who cannot pay or the payment is from public resources. Many social 

enterprises survive only through the largesse of product portfolios and various financial 

resources or financial activities like crowdfunding, fundraising and charity events (Bugg-

Levine et al., 2012). 

Santos et al. (2015) presented four types of hybrid organisations, which could operate on the 

market and they could transfer their activities to an online environment: 

• Market Hybrid is the model close to pure commercial models, with the difference is 

that the organisation adopts a social mission, especially in essential health and 

social care. 



   Volume 11 | Issue 3 | 2022 

https://doi.org/10.18267/j.cebr.294 

 

CENTRAL EUROPEAN BUSINESS REVIEW 

 

 

 
43 

• Blending Hybrid is the organisations that serve to pay clients who are also the 

beneficiaries of their societal mission. They could rely on external partners and 

cooperation. They use mixed financial resources. 

• Bridging Hybrid are organisations that focus on clients and beneficiaries from 

different groups and manage them together (disabled people and people without 

disabilities). They also use mixed financial resources. 

• Coupling Hybrid is an organisation with work integration, social enterprise and 

service providing for paying clients. 

The primary financial sources of non-profit organisations are, in addition to potential income 

from business activities, income from the state budget, income from self-governing territorial 

units, subsidies, membership fees, income from public collections, donations, operating 

contributions from the founder. These sources of income vary according to the specific type 

of non-profit organisation. Although non-governmental, non-profit organisations need 

strategic management, and they do not implement it as often as traditional companies due to 

the low capacity of non-profit organisations in human and financial resources. Nevertheless, 

it has occurred in recent years in the Czech Republic to significant progress in this area. 

Šedivý and Mendlíková (2011, p. 28) identified some of the most critical strategic milestones 

in which non-profit organisations need to plan strategically: 

There are solid external influences that affect the non-profit organisation, such as changes in 

subsidy policy, economic crisis, diversion of some essential donors, and legislation change. 

There is a change in the internal environment in a non-profit organisation (replacement of 

statutory bodies or senior employees) which shapes ideas about the operation and future 

development of the organisation. If the organisation succeeds in fulfilling its mission and 

vision, which is in the vast majority rather than a theoretical point, it is necessary to plan its 

future development strategically. The basis of any strategic planning is to analyse the current 

state and define the mission and vision of the organisation because the vision and mission 

derive its operation and future planning within sustainable financial planning. 

Many social enterprises are currently struggling with existential problems. Some social 

enterprises or non-profit organisation cannot provide their services due to government 

restrictions due to pandemic Covid-19 (e.g. group therapies, family counselling, educational 

and additional paid leisure activities). At the same time, some have significantly increased 

the number of clients (hospice care or organisations helping victims of domestic violence) 

and suffer from a lack of nurses or other staff. The increased costs of purchasing protective 

equipment and disinfection or the lack of staff due to illness or childcare (due to quarantine 

and school closures) are also significant problems. The inability to provide their services in-

person to clients (families, seniors and others) has led some organisations to move to an 

online environment, where they often encounter a lack of obsolescence of IT technology 

(Popescu & Popescu, 2019). 

Social enterprises also record loss of income from the use of services from clients (due to 

closures) or various ancillary activities (e.g. due to market failure and the closure of generous 

businesses), and financial contributions from corporate donors are also at risk. All this 

disrupts the activity and stability of the social economy. Social enterprises were providing 

services, such as laundries, are losing contracts (due to closed hotels and boarding houses) 

and significantly shortfall sales. However, there are also problems with the supply of materials 

for producing products or the inability to supply catering, operating cafes in which people with 
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disabilities are employed. Unfortunately, all these problems are also related to the possible 

future dismissal of disabled employees who will not find another job in the labour market or 

find it very difficult. On the other hand, they were social enterprises active in online business 

before the Covid-19 pandemic situation, and this proactive approach helped them survive 

hard times.  

Based on the previous literature review, we found out that they are no existing studies 

dedicated to the decision-making behaviour of social entrepreneurship within crisis when the 

Covid-19 pandemic situation represents one example. It is why we set the main research 

question: Which factors affect financial decisions in social businesses? The results we will 

present in the form of interview evaluation conducted with managers of social businesses in 

the Czech Republic in the form of two hypotheses, supporting the main research question as:  

H1: During the Covid-19 pandemic situation, social entrepreneurs reinvest more profit into 

business activities.  

Crucial decision-making is thus connected with the mission integrity problem, wherein social 

enterprises must take into account the social goal and generate profit at the same time. 

Suppose responsible managers or founders are sufficiently motivated and involved in the 

operation of a social enterprise. In that case, they prefer the goal before generating a profit, 

even at the cost of using the profit to refinance other company activities (Besley & Ghatak, 

2017; Katz & Page, 2010; Martin & Osberg, 2007). The economic benefit should be achieved 

through three objectives, namely: profit should be used primarily for the development of a 

social enterprise or for the fulfilment of public benefit objectives, at least the minimum share 

of profit of products and services in total revenues, the elimination of economic risks and 

reduction of asset management. The recommended indicator by Palová and Šebestová 

(2020) was the rate of reinvestment of profit. The level of the ideal indicator was set at 51 % 

when it is again based on the principles of the social enterprise TESSEA when it should be a 

minimum of 51% of profits reinvested in the social enterprise (or non-profit organisation).  

Another way, how to evaluate economic impact is if it had no strategic plans at all. The last 

economic indicator measured was an indicator that indicated whether the company had in its 

foundation documents the transfer of the liquidation balance in case of its dissolution to 

another social enterprise or public benefit organisation or municipality. However, we assume 

that the relationship between social goals and profit will be strengthened in pandemic 

situations. And the manager or owner will want to run the company by reinvesting more than 

the expected profit. 

H2: Social entrepreneurs changed their financial planning due to pandemic situations. 

The non-profit organisation SANEK Ponte surveyed strategic planning in 2015 and received 

a surprising result. When 70% of respondents from non-governmental, non-profit 

organisations in the Czech Republic had a strategic plan prepared in some form 

(comprehensively or in parts). A significant change compared to the previous year when just 

over 50% of the organisations surveyed were strategic planning. This change was 

undoubtedly helped by financial support and some pressure from project sponsors funded by 

the European Social Fund (especially the Human Resources and Employment Operational 

Program) and the Norwegian and Swiss funds, which emphasised improving the institutional 

management of NGOs. 
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Pro-social motivation should lead to the fact that the financial plan should be adjusted in the 

overall strategy so that social entrepreneurship is sustainable even in the conditions of a 

pandemic. This situation will be an example of when social enterprises make crucial 

decisions. They do not make continuous changes but react adaptively to changing conditions 

for social entrepreneurship, which should be verifiable research results (Bénabou & Tirole, 

2010). 

2  Methodology and Data  

A combination of primary and secondary research methods was needed to acquire relevant 

information in social enterprises and their financial decision-making activity within a crisis 

(Mulgan, 2006; Tucker, 2014). It was difficult to ascertain the exact number of social 

enterprises in the Czech Republic, but Krejčí and Šebestová (2018) and Duháček Šebestová 

and Krejčí (2021) estimated there are more than 200 social enterprises in the country. These 

social enterprises can be classified by industry, their primary focus, business location or 

target group. The number of social enterprises in the Czech Republic has increased 

significantly between 2010 and 2018 (2010–68, 2018–211 entities), and according to the 

2021 directory of social enterprises (CSP 2021), there were 171 social enterprises in the 

Czech Republic with 306 branches and 3,904 employees. However, the Czech Social 

Entrepreneurship portal is only a voluntary register. Due to its voluntary nature, not all social 

enterprises and social integration enterprises may be listed there. Nevertheless, as can be 

seen from the lower number compared to 2018, the Covid-19 pandemic also reduced their 

number. Previous pilot case studies in social enterprises focusing on innovation or supporting 

minority groups have shown that a larger sample of enterprises is needed to determine how 

they use funding and how they make decisions, indicating the originality of research and 

thematic separation from previously published works. 

The primary research with the owners of all types of social enterprises had to be carried out 

with at least a total sample of 57 social enterprises randomly selected in the Czech Republic. 

With 171 social enterprises (33%)  in the Czech Republic officially registered on the TESSEA 

platform (providing Czech Social Entrepreneurship portal), the sample size was 

representative of the Czech Republic’s general population of officially registered entities 

(Cavana et al., 2001).  

The study’s limitations can be seen in the validation of results, where they describe the 

subjective opinion and evaluation of each respondent (a social business owner). This choice 

was appropriate for the chosen research problem: identifying different financial behaviour 

within crisis situations and profit reinvestment when they are meeting an idea of social 

enterprises (a minimum of 51% of profit back to enterprise). 

During the interviews conducted on the phone (due to the current Covid-19 situation in 

2020/2021), the managers explored their primary motives for providing their social enterprise 

and expressed their view on financial planning ad decisions. Secondly, the entrepreneurs 

evaluated and answered opened and semi-opened questions focused on their financial 

planning, reasons for investments and their financial actions affected by the Covid-19 

situation. The interview consisted of eight main questions (max. 30 minutes) when 

entrepreneurs were asked to compare and contrast their behaviour in financial planning like: 
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• Main motives to reinvest profit (as they mentioned or some possible answers were 

given). 

• The financial behaviour of each entrepreneur before/during Covid-19 (which 

segments for reinvestments they prefer, the scale 0 %, 20 %, 40 %, 60 %...was 

given). 

• Investment portfolio description (question focused on segments like HR, equipment, 

marketing and others).  

• The main strategy of investment (semi-opened question to find the decision making 

direction). 

Data sample description. The findings presented here are founded on the authors’ 

interpretation of in-depth interviews with social enterprises owners. The sample consists of 

57 respondents in this study, who dedicated their time for the interview based on the phone 

call. One call lasts 20 to 30 minutes on average. The leading group of respondents were men 

(56.9%). When we focused on their experience, not only in social businesses, the majority of 

them have experience more than 20 years (30.9%), 11 to 20 years (19.5%), 4 to  10 years 

(38.5%) and the shortest experience – till three years (11 %). This sample represents people 

with long business experience, so they have the competencies to evaluate precisely the 

current situation. 

Data sample evaluation. Basic statistical methods evaluated dataset. We used a percentage 

share to show the significance of each element, which was tested by Cramer V coefficient to 

describe a relationship between two nominal variables when by convention, the range of V= 

0.1 to 0.3 is considered as the weak effect, then 0.3 to 0.5 = middle-sized effect, and >0.5 = 

strong. A significance was tested on the p-value of 0.05. (Cohen, 1988). 

3  Results and Discussion 

Investment activities and decision making in financial management are closely related to the 

company’s survival in a globalised market and with competitiveness, which is reflected 

explicitly in the continuous process of the improvement of goods and services as well as 

fundraising processes and the economic potential of social enterprises within a crucial 

situation, especially crisis. To answer the main research question, we evaluate the main 

decision-making factors, influenced financial management at first (Table 1). Cramer´s V 

coefficient statistically evaluated all factors at significance p-value = 0.05. 

As illustrated in Table 1 above, the main motives for generated profit investment are extra 

benefit added to yields (87.7%), payback period (82.5%) and financial ratios (70.2%). 

Surprisingly, the managers are not interested in attractive rates in banks (54.4%). These 

results confirm logical and rational steps in crucial decision-making when the bank offer is 

not attractive to investors. It seems that the behaviour of managers is most economical, not 

influenced by the social goal of their enterprises. On the contrary, other factors were found 

as statistically significant as tax deductions (Cramer V = 0.575, Sig. 0.05), financial ratios 

(Cramer V = 0.429, Sig. 0.05) and interest rates in the bank (Cramer V = 0.369, Sig. 0.1). 

The managers have a piece of knowledge about their limited financial resources to affect 

their behaviour (Zott et al., 2011). 
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Table 1 | Main motives for profit investments 

 Sentiment Evaluation 

Factor No Yes Cramer V Sig. 

Interest rate in 

bank 
54.4% 45.6% 0.369** 0.100 

Payback period 17.5% 82.5% 0.147 0.872 

Tax deductions 41.1% 58.9% 0.575* 0.001 

Extra benefits to 

yields 
12.3% 87.7% 0.269 0.387 

Competitive 

advantage 
33.9% 66.1% 0.316 0.231 

Financial ratios 29.8% 70.2% 0.429* 0.033 

Source: author’s calculations.*significance on p-value = 0.05;** significance on p-value = 0.1. 

Secondly, the evaluation of investment behaviour was made regarding total profit allocated 

in the named segment in the past. (Table 2). 

Table 2 | Investment behaviour of respondents – preference (N=57) 

S
e

g
m

e
n

t 

/P
e
rc

e
n

ta
g

e
 

s
h

a
re

 i
n

 t
h

e
 

p
a

s
t 

0
%

 

2
0

%
 

4
0

%
 

6
0

%
 

8
0

%
 

1
0

0
%

 

R
e

s
p

o
n

d
e

n
ts

 

in
 t

o
ta

l 
(%

) 

C
ra

m
e
r 

V
 

S
ig

. 

New 

direction 
0.0% 3.5% 5.3% 22.8% 31.6% 36.8% 100 0.126 0.240 

Human 

resources 
1.8% 3.5% 7.0% 10.5% 49.1% 28.1% 100 0.145 0.107 

Equipment 5.7% 1.9% 26.4% 32.1% 28.3% 5.7% 100 0.124 0.257 

Marketing 0.0% 1.8% 5.5% 20.0% 58.2% 14.5% 100 0.150** 0.087 

Source: author’s calculations.*significance on p-value = 0.05;** significance on p-value = 0.1. 

The main focus on profit investment was allocation into human resources (most of the 

respondents preferred 80 – 100 % of an amount) and marketing, which is in line with previous 

qualitative studies of Krejčí and Šebestová (2018) and Palová and Šebestová (2020) who 

examined investments into socially oriented innovations. A statistically significant relationship 

was found in marketing preference. Thirdly, we want to demonstrate the time and situational 

shift within the covid-19 situation. Table 3 compares the preference change to invest profit 

back. Unfortunately, there was found no statistically significant relationship. 

The results support the primary goal of enterprises that focus on social goals when the 

reinvestment share is growing because of a lack of external resources during pandemic 

situations (mean value at 60%). According to that, those enterprises have to change their 

preferences to be sure which segments will be more significant for their survival. The current 

situation is illustrated in Figure 1. 
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Table 3 | Change in the investment share (N=57) 

 How much profit do you reinvest back to your 

enterprise? (in percentage share) 

Evaluation 

Period 0% 20% 40% 60% 80% 100% Cramer 

V 

Sig. 

A:Before 

Covid-19 

0.0% 10.5% 10.5% 26.3% 31.6% 21.1% 0.130 0.205 

B: During 

Covid-19 

9.4% 1.6% 7.8% 18.8% 34.4% 28.1% 0.096 0.48 

Difference A-B -9.4% -8.6% -2.7% -7.5% 2.8% 7% - - 

Source: author’s calculations.*significance on p-value = 0.05;** significance on p-value = 0.1. 

 

Figure 1 | Preferences in the investment portfolio 

 

Source: author’s illustration 

 

Surprisingly, most respondents are satisfied with their financial portfolio, and they do not plan 

any changes during unstable business situations (61%). Those enterprises know that they 

still require external resources, so marketing activities are significant in those hard times (an 

increase of 16%). To be sure about the decision-making process of social enterprises, the 

change of investment behaviour was evaluated (Figure 2). 
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Figure 2 | Changes in investment behaviour 

 

Source: author’s illustration 

 

As illustrated above, most of them will not change their behaviour at all (42%) as a lesson 

learned from the current situation because they felt it was a good decision. On the other hand, 

the second group will be more active – will be investing more (16%) or creating a new reserve 

fund for crisis (19%). This behaviour extends the classification of social enterprises 

mentioned by Santos et al. (2015) when we add their reactive (investing more, reserve funds 

– in case of bridging hybrid, coupling hybrid enterprises) adaptive behaviour (good strategy, 

mainly market hybrids) or defensive (not change because of lack of funds, represented by 

blending hybrids).  

The results have shown that examined social enterprises think very carefully about financial 

sources, and they do not risk the lack of funds and problems with providing their social 

mission to the community, as was stated in the research question. Crucial decisions in 

financial planning are an ongoing activity in social business, not just single activity caused by 

the Covid-19 situation.  

Finally, we can answer two hypotheses. At first, H1 (During the Covid-19 pandemic situation; 

social entrepreneurs reinvest more profit into business activities) –hypothesis H1 was 

rejected. A comparison between those two situations (see Table 3) have shown that the 

share of respondents, who invest more than 80% of their profit increased by 9.8 % in total, 

but the test did not find any significant effect (Cramer V = 0.096, Sig. = 0.48, p-value = 0.05).  

At second, H2 (Social entrepreneurs changed their financial planning due to the pandemic 

situation), was evaluated according to Figure 2 when 43% of examined entrepreneurs were 

satisfied with their financial strategy at all. The hypothesis H2 was rejected.   
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4  Conclusion 

The study contributes to the discussion about financial decision making in social enterprises 

when financial planning is mentioned as a part of the strategic plan. Most of the examined 

social enterprises continuously manage their financial resources, operational management, 

and a high degree of sensitivity to external factors, which supports the Bénabou and Tirole 

study (2010). 

Thus, this case study supports the understanding of social enterprises within a nonstandard 

situation, such as Covid-19, when social entrepreneurs prefer to keep the same direction to 

safe labour positions as social goals (Gutterman, 2021).Discussions with social business 

owners have shown that decision-making is an everyday part of business management, and 

they do not consider whether to distinguish between its short-term and long-term impact. This 

behaviour is mainly due to the mix of funds, which are limited, for example, by the fiscal year 

(Roundy & Bonnal, 2020). The results of the research showed new possibilities and 

information from the environment of these companies. Interestingly, the structure of 

reinvested earnings changes depending on the change in external conditions, although they 

should guarantee its amount of 51%. Therefore, it is clear that some companies do not have 

to follow this rule regularly. At the same time, it turns out that social enterprises are sensitive 

to external changes and therefore create reserves. In order to prevent their decline, as current 

statistics show, it is necessary to support their strategic behaviour and financial planning. 

This goal can be achieved by building the skills and financial competencies of social 

entrepreneurs to be able to classify the main activities, not focus on marketing activities as 

“solo” activity (see Figure 1), but in connection with a proper fundraising plan to get external 

financial sources (Palová & Šebestová, 2020; Zott et al., 2011).  

Based on the results should be advised that each social enterprise conducted its analysis of 

reinvested earnings and compared the changes that have occurred. Financial decisions and 

planning have to be done continuously, as confirmed by the presented sample. Especially 

consider the benefits that social enterprises have realised that it is necessary to invest in 

marketing activities to acquire customers in any period and the context of a pandemic. It was 

even more critical - to find new ways to customers. From this perspective, it is necessary to 

keep what works, and as shown in Figure 2, support area, which provides businesses 

advantage - new directions - especially social innovation and marketing support already 

mentioned. We recognise three main areas of the financial decision process - main motive, 

behaviour and investment share. 

4.1  Motive for generated profit investments 

The research results show that social enterprises are most motivated to invest less risky. 

Social enterprises focus mainly on the benefits added to yields, payback period and financial 

ratios. Tax deductions, financial ratios and interest rates in the bank proved to be statistically 

significant (Table 1). These are safer forms of investment in social enterprises as part of 

investing. They are not affected by their social aspect. Economic factors mainly influence 

their investment motives in the company. It follows that social enterprises can indeed be 

considered hybrid enterprises, as they prove to be commercial enterprises in the field of 

investment, however, with the difference that the generated profit is returned to the 

company’s operation. Therefore, the primary motivation for maximising the return on 

investment is to obtain additional resources for their activities. That is why they still adhere to 
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the principles of responsible investment in their activities. However, one aspect of social 

entrepreneurship is also the economic aspect (TESSEA). This aspect is, therefore, 

significantly reflected in their investment behaviour. Less knowledge of financial resources 

and the social aspect built into social entrepreneurship goals can move these managers more 

towards safer investments. However, this is a possible research question for future research, 

as this relationship has not been explored.  

4.2  Investment behaviour  

Social enterprises are highly focused on their employees due to the social aspect of 

entrepreneurship, and due to this, a significant part of investments is directed to human 

resources. Marketing is also essential for social enterprises. Marketing activities support the 

sale of offered products and services. Thanks to this, social enterprises can also develop. 

Given that 42% of social enterprises do not need to change their investment behaviour, they 

can say that they are satisfied (Table 2).  

Result also points to the situation with Covid-19, during which nothing has changed. 

Investment behaviour, therefore, has no demonstrable connection with the ongoing 

pandemic. Some companies needed to create a larger reserve fund during the pandemic to 

secure themselves from a similar risky situation better (Table 3). 

4.3  Change in the investment share 

Research in this area has not confirmed any statistically significant relationship between the 

investment share and its change during Covid-19. However, it can be noted that the results 

suggest an increase in the share of reinvestments. Although companies must return at least 

50% of their profits to business, reinvestments are around 60% on average during a 

pandemic. This effect suggests the need for more certainty and a change in investment and 

reinvestment behaviour, where companies are increasing their reserve funds and investing 

more (Figure 2).  

Both investment behaviour and investment share can also be related to the company’s length 

in the market. Companies that are longer on the market may be more confident and have a 

reserve fund strategy. However, companies set up shortly before the pandemic have no 

certainty and therefore want to create them after the experience with Covid-19. However, 

these are questions for future research.  

4.4  Future research directions 

Research shows that factors are influencing financial decisions. Their decisions are based 

mainly on facts related to their business and financial situation, which is usually not very good. 

The question has arisen in which field of activity they did business if that part was affected by 

the situation associated with the pandemic. 

Further research is required to find out how they need strategic planning differs in different 

phases of the social enterprise life cycle and how this situation affects financial decisions and 

the population’s preferences in which the profit will be reinvested and in what amount (Bugg-

Levine et al., 2012; Santos et al., 2015). Those results could be seen as significant for 

discussion only when respondents were from more than one-quarter of their number in the 

Czech Republic. 
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