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when individuals perceive a lower density of social 
enterprises. Our study contributes to the research on 
SE, organizational ecology, and hybrid organizations 
by exploring the multiple sources for increasing SE’s 
legitimacy, particularly highlighting the existence of 
cross-categories legitimacy spillover effect within 
hybrid organizations.

Plain English Summary This study delves into how 
cognitive legitimacy shapes social entrepreneurship 
(SE). Findings show macro-level legitimacy spillover 
and perceived SE density predict individual SE entry. 
This study is vital for effective long-term SE policy 
planning. This study explores the sources of cognitive 
legitimacy for social entrepreneurship (SE). Based on 
legitimacy and organizational ecology literature, we 
argue that SE may gain cognitive legitimacy through 
two avenues. First, macro-level legitimacy of both 
business and nonprofit organizations (elements that SE 
combines) can prompt individuals to actively assess 
and pursue SE. Here, legitimacy spillovers occur by 
emphasizing similarities with these two constituents, 
thus enhancing the comprehensibility of SE. Second, 
individuals’ perceived SE density enables them to 
passively recognize SE as a comprehensible option. 
Our empirical analysis shows both sources of cognitive 
legitimacy to positively relate to individuals’ SE entry, 
with the legitimacy spillover effect weakening as 
individuals perceive a higher SE density. Policymakers 
developing long-term SE policy plans may use this 
information, e.g. for determining if, when and how 

Abstract While the role of cognitive legitimacy 
in new organizational forms’ development has been 
extensively studied, the cognitive legitimacy of social 
entrepreneurship (SE) has so far received limited atten-
tion. Drawing from legitimacy theory and organiza-
tional ecology literature, we theorize and explore how 
SE obtains cognitive legitimacy via its prevalence 
and the legitimacy spillovers of the two categories it 
encapsulates: new business and nonprofit organiza-
tions. Using data from the Global Entrepreneurship 
Monitor, we find evidence for the existence of legiti-
macy spillovers from both new business and nonprofit 
organizations to SE activity. Second, the perceived 
density of social enterprises is significantly related 
to individuals’ engagement in SE. Third, we find the 
effect of legitimacy spillover effects is more significant 
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updating legal structures could be an effective approach 
given the local context.
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Organizational ecology · Legitimacy spillover · 
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1 Introduction

Over the past decades, social entrepreneurship (SE) 
has attracted significant attention from scholars and 
practitioners due to its great potential to solve soci-
etal problems using market-based solutions (Mair 
& Marti, 2006; Saebi et al., 2019). It seeks to create 
social values while generating profits (Austin et  al., 
2006; Battilana & Lee, 2014; Mair & Marti, 2006). 
This focus on potentially competing dual objectives 
reflects the hybrid nature of SE (Battilana & Lee, 
2014; Saebi et  al., 2019), making it neither fully 
understood nor taken for granted up until now (Dart, 
2004; Nicholls, 2010; Weidner et  al., 2019). The 
legitimacy perspective provides a fundamental frame-
work for understanding the emergence and develop-
ment of SE, which primarily focuses on institutional 
pressure and conformity to stakeholder expectations 
rather than market efficiency and effectiveness (Bru-
ton et al., 2010; Dart, 2004; Huybrechts & Nicholls, 
2013). Three dimensions of legitimacy are well docu-
mented: pragmatic, moral, and cognitive (Suchman, 
1995). To date, scholars have primarily emphasized 
the role of pragmatic and moral legitimacy in under-
standing SE (Bruder, 2021; Dart, 2004) and individu-
als’ engagement in SE (Au et al., 2023; Miller et al., 
2012; Zheng et al., 2022), the cognitive legitimacy of 
SE remains relatively unexplored.

The limited attention that SE scholars have paid 
so far to cognitive legitimacy is striking. We aim to 
explore SE’s cognitive legitimacy for two reasons. 
First, SE researchers assume that it is theoretically 
impossible to explore the cognitive legitimacy of 
SE at its initial stage (Dart, 2004). However, organi-
zational ecologists argue that new organizational 
forms can obtain cognitive legitimacy from simi-
lar categories as they begin to grow (Kuilman & Li, 
2009; Lewis et al., 2021; Xu et al., 2014). Exploring 
the sources of SE’s cognitive legitimacy thus chal-
lenges previous studies and enriches current SE liter-
ature. Second, cognitive legitimacy—the absence of 

questions or challenges regarding a new entity (Such-
man, 1995; Tost, 2011)—is recognized as “the most 
subtle and the most powerful source of legitimacy” 
(Suchman, 1995). When new entities gain cognitive 
legitimacy, individuals will support them regardless 
of their moral and pragmatic legitimacy (Tost, 2011). 
New ventures and organizations thus often seek to 
obtain cognitive legitimacy to make them understand-
able to consumers (Shepherd & Zacharakis, 2003) 
and investors (Maier et  al., 2023), increasing their 
survival rate (Rao, 1994) and enhancing stakehold-
ers’ loyalty to the organization (Tyler, 2006; Tyler & 
Blader, 2005). Social enterprises1 (SEs) often grap-
ple with a series of challenges, including acquiring 
financial resources, assessing organizational perfor-
mance, and navigating a non-munificent institutional 
environment, which primarily stems from its inher-
ent struggle for legitimacy (Bhatt et al., 2019; Gupta 
et al., 2020). Building a deeper understanding of how 
SE obtains its cognitive legitimacy is critical for SE 
to overcome these challenges. Furthermore, scholars 
have identified that cognitive legitimacy matters in 
developing new organizational forms, categories, or 
practices (Kuilman & Li, 2009; Lewis et  al., 2021; 
Xu et al., 2014; Zhao et al., 2018). Focusing on SE’s 
cognitive legitimacy thereby can enhance our under-
standing of individuals’ SE engagement and enrich 
our knowledge about its emergence.

This paper aims to address a lack of understanding 
of SE’s cognitive legitimacy. We ask: What are the 
major sources of SE’s cognitive legitimacy, and how 
do they affect individuals’ decision to engage in SE 
activity? Building on legitimacy theory and organiza-
tional ecology perspectives (Bitektine & Haack, 2015; 
Kuilman & Li, 2009), we argue that SE can obtain 
cognitive legitimacy from “legitimacy spillovers” 
and the perceived density of SEs. On the one hand, 
organizational ecology theorists suggest that a great 
recognition of one organizational category increases 
the legitimacy of similar organizational forms (i.e., 
legitimacy spillover) (Kuilman & Li, 2009; Li et al., 
2007; Suddaby et al., 2017). Especially at the begin-
ning stage of a new organizational form, when its 
population starts to grow, initial cognitive legitima-
tion for the new organizational form comes from an 

1 The corresponding new organizations of social entrepreneur-
ship are recognized as social enterprises (Miller et al., 2012).
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existing organizational form with well-established 
legitimacy (Xu et al., 2014). As an exemplar type of 
hybrid organization (Doherty et al., 2014), SEs share 
similarities with two well-established organizational 
categories, “business” and “nonprofit organization.” 
Thus, evaluators may use the legitimacy of both busi-
ness and nonprofit categories to interpret SE based 
on their shared characteristics. On the other hand, 
as the new organization form develops, it can obtain 
cognitive legitimacy from its density (Bogaert et al., 
2016; Dobrev & Gotsopoulos, 2010; Hannan & 
Carroll, 1992). Given SE has undergone decades of 
legitimation in many countries, we expect it can also 
obtain cognitive legitimacy from its own prevalence 
as perceived by the inhabitants (Husted et al., 2016; 
Lewis et  al., 2021). However, these two sources of 
legitimacy are not fully complementary to each other. 
As both sources of cognitive legitimacy provide an 
understanding of SE, extra sources of legitimacy are 
not needed once the practice of SE is widely under-
stood (Taeuscher et  al., 2021). The spillover effects 
are more important in obtaining legitimacy when the 
organizational form is new (Xu et  al., 2014; Zhao 
et al., 2018). Therefore, we further predict legitimacy 
spillover effects to be weaker if individuals perceive 
a higher density of SE activity in their environment.

Empirically, we use the data from the special sur-
vey on SE from the Global Entrepreneurship Monitor 
(GEM) conducted in 2015. We apply multilevel mod-
els to test how a nation’s density of new businesses and 
nonprofit organizations can influence individuals’ like-
lihood of starting a social venture. The empirical results 
confirm our hypotheses: national new business and 
nonprofit organization density, as well as individuals’ 
perceived SEs density, are positively associated with 
individual engagement in SE; furthermore, the influ-
ence of new business and nonprofit organization den-
sity on individuals’ engagement in SE (i.e., legitimacy 
spillover) is weaker if the perceived SEs density is high. 
Further analyses suggest that the results are robust.

This paper contributes to SE, organization ecology, 
and hybrid organization research. First, it improves 
the understanding of the cognitive legitimacy of SE, 
obtained through legitimacy spillover from business 
and nonprofit categories, as well as derived from SE’s 
prevalence. It shifts previous attention from SE’s 
pragmatic and moral legitimacy to its cognitive legiti-
macy, uncovering the significant role of cognitive 
legitimacy in predicting individual SE engagement. 

It also provides empirical evidence of how individu-
als evaluate an entity’s cognitive legitimacy through 
either evaluative or passive modes and how passive 
mode dominates the evaluation process (Bitektine & 
Haack, 2015; Tost, 2011). Furthermore, it contributes 
to organizational ecology literature by leveraging a 
multilevel legitimacy perspective (Bitektine & Haack, 
2015), thereby explaining how interpopulation (e.g., 
legitimacy spillover) and intrapopulation processes 
(i.e., perceived SE density) affect individuals’ action 
through a cross-level mechanism. Finally, depart-
ing from prior predominant arguments that hybrid-
ity often confuses audiences (Pache & Santos, 2013; 
Zuckerman, 1999), our findings suggest that hybrid 
organizations can receive legitimacy benefits from 
categories that they straddle based on the above legit-
imacy and organizational ecology perspectives.

The remainder of this paper is organized as fol-
lows. We first introduce relevant concepts and pro-
pose hypotheses. Next, we address our data and the 
methods used in our analysis. We then report the 
results of our regression analysis and discuss the 
results of several robustness checks. Finally, we sum-
marize our main findings and discuss implications, 
limitations, and suggestions for future research.

2  Theoretical background

2.1  The legitimacy of social entrepreneurship

While most societies’ attention to SE has increased, 
actors in this field still perceive a lack of recognition 
(Bhatt et al., 2019; Bruder, 2021), especially regard-
ing its pursuit of social and financial objectives simul-
taneously (Doherty et  al., 2014; Pache & Santos, 
2013). Previous research has utilized the legitimacy 
perspective to comprehend the emergence and evo-
lution of SE (Dart, 2004; Ewald Kibler et  al., 2018; 
Miller et  al., 2012). The legitimacy view fits this 
purpose particularly because it emphasizes institu-
tional pressure and conformity to stakeholder expec-
tations instead of market efficiency and effectiveness 
(Bruton et  al., 2010; Dart, 2004). Suchman (1995: 
574) defines legitimacy as “a generalized perception 
or assumption that the actions of an entity are desir-
able, proper, or appropriate within some socially con-
structed system of norms, values, beliefs, and defini-
tion.” He classifies legitimacy into three dimensions: 
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pragmatic legitimacy based on audiences’ self-inter-
est calculation, moral legitimacy rooted in the audi-
ence’s socially constructed value system, and cog-
nitive legitimacy as a reflection of an organization’s 
comprehensibility or taken-for-granted assumptions.

Academic studies have so far mainly attributed the 
emergence of SE to its pragmatic and moral legiti-
macy (Au et  al., 2023; Bruder, 2021; Dart, 2004). 
For instance, researchers argue that SE has gained 
some pragmatic and moral legitimacy because of the 
practical value of its outcomes and the dominance 
of pro-business ideology in the broader social envi-
ronment, thus contributing to its emergence (Dart, 
2004). Furthermore, Miller et al. (2012) propose that 
both pragmatic and moral legitimacy affect compas-
sion-triggered SE engagement. More recent research 
continues to adopt a prosocial or moral standpoint 
when addressing the emergence of SE (Bruder, 2021; 
Zheng et al., 2022). By contrast, SE’s cognitive legiti-
macy has received little attention. This study aims to 
contribute to previous studies by exploring the cogni-
tive legitimacy of SE for two main reasons.

First, exploring SE’s cognitive legitimacy chal-
lenges previous arguments in SE literature that it 
is inappropriate and unnecessary to consider the 
cognitive legitimacy of SE during its early devel-
opment (Dart, 2004; Miller et  al., 2012). Dart 
(2004: 421) argues that the social-enterprise form 
(at that time) was unprecedented and put forward 
that “at this stage, it is likely theoretically exces-
sive and unwarranted” to explore SE’s cognitive 
legitimacy. Nicholls (2010) also discusses SE as 
a pre-paradigmatic field with limited knowledge 
about its legitimate methods, usefulness, and prob-
lems. More recent studies also argue that SE is 
neither fully understood nor taken for granted as 
an emerging organizational entity for stakeholders 
(Chliova et  al., 2020; Saebi et  al., 2019; Weidner 
et  al., 2019). However, cognitive legitimacy can be 
considered to be a continuous rather than a binary 
variable (Fisher et al., 2016; Gardberg & Fombrun, 
2006; Tost, 2011); that is, it reflects the degree to 
which an entity is understandable. Therefore, even 
if SE is a relatively new phenomenon, it has been 
around long enough to gain some extent of cognitive 
legitimacy. Organizational ecologists also posit that 
organizations can obtain cognitive legitimacy even 
at their emerging stage (Kuilman & Li, 2009; Lewis 

et al., 2021; Xu et al., 2014; Zhao et al., 2018). They 
argue that new entities can gain cognitive legitimacy 
through both interpopulation and intrapopulation 
processes. As a new organizational form begins to 
grow, it obtains initial legitimation from existing 
organizational forms with well-established legiti-
macy, especially when there are shared similarities 
or identity overlaps with these established forms 
(Audia et  al., 2006; Ruef, 2000). The new organi-
zational form further garners increased acceptance 
and accumulates more cognitive legitimacy from 
its density as it becomes more popular and grows in 
size (Bogaert et al., 2016). Thus, even though the SE 
field has not reached maturity, it has gained a cer-
tain degree of cognitive legitimacy (taken for grand-
ness) from multiple audiences due to its increasing 
popularity over the past decades (Miller et al., 2012; 
Short et  al., 2009). Consequently, we propose that 
it is appropriate, and perhaps even necessary, to 
explore the cognitive legitimacy of SE.

Second, cognitive legitimacy, the widespread 
acceptance of the organization as necessary or inevi-
table, is considered to be the most powerful source of 
legitimacy (Suchman, 1995; Tost, 2011). Tost (2011) 
argues that if an entity or organizational form reaches 
a certain level of cognitive legitimacy, individuals 
will support it regardless of its moral and pragmatic 
legitimacy. Thus, ventures that adopt new entities 
often need to obtain cognitive legitimacy to attract 
consumers or investors (Maier et  al., 2023; Shep-
herd & Zacharakis, 2003). Cognitive legitimacy also 
helps such ventures to overcome liabilities of new-
ness, increase their chance of survival, and acquire 
resources (Suddaby et  al., 2017; Überbacher, 2014). 
Organizational ecology literature further finds that the 
cognitive legitimacy of a category contributes to the 
survival and growth of the organizations that belong 
to the category (Hannan & Carroll, 1992; Kuilman & 
Li, 2009; Xu et al., 2014). Thus, a deeper understand-
ing of the cognitive legitimacy of SE may not only 
support SEs’ survival but also provide insights into 
developing the whole category of SE. Overall, we 
aim to contribute to a deeper understanding of where 
the cognitive legitimacy of SE comes from in order 
to better explain and perhaps influence individuals’ 
choices to participate in SE activity (Miller et  al., 
2012; Townsend & Hart, 2008).
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2.2  Hybrid organizations and social entrepreneurship

Hybrid organizations, known to combine aspects 
of multiple organizational forms, are typically 
considered to be lacking legitimacy due to their 
deviations from existing well-established categories 
that convey a coherent social recognition for a group 
of organizations (Deephouse, 1996; Wry et  al., 
2011). The mixed identities, organization forms, 
and institutional logics in hybrid organizations 
often confuse what “type” they belong to, which 
further causes difficulties for them in obtaining 
and maintaining legitimacy (Greenwood et  al., 
2011; Kostova & Zaheer, 1999). Social enterprise 
is often recognized as an exemplary type of hybrid 
organization that combines elements from both 
commercial business and nonprofit organizations 
(Battilana & Lee, 2014; Chliova et  al., 2020; 
Doherty et  al., 2014; Pache & Santos, 2013). 
Hybridity often makes social enterprises deviate 
from a widely acknowledged type (i.e., commercial 
business or nonprofit organization), leading to 
a lack of legitimacy. However, hybridity also 
exemplifies the shared similarities and identity 
overlaps between social enterprises and commercial 
businesses or nonprofit organizations. Specifically, 
SE is similar to commercial entrepreneurship 
regarding resources, context, and opportunity 
(Austin et  al., 2006). Both commercial and social 
entrepreneurs wish to obtain future returns, are 
embedded in similar external contexts (including 
tax, regulatory, sociopolitical environment, and 
macroeconomy), and require financial and human 
resources. Besides, SE emerges from nonprofit 
sectors and shares nonprofit organizations’ social 
and civic orientation (Battilana & Lee, 2014; Dart, 
2004; Haugh, 2007).

Considering the shared similarities, research sug-
gests that audiences may at some point tolerate the 
disruption caused by category spanning (Durand & 
Paolella, 2013) as categorical boundaries become 
blurred (Battilana & Lee, 2014) and new categories 
emerge due to the category-spanning (Durand & 
Khaire, 2017). This line of reasoning therefore pro-
poses a somewhat different perspective on the link 
between hybridity and legitimacy in the context of 
SE that is only limitedly validated via (quantitative) 
empirical analysis.

3  Hypotheses development

3.1  Legitimacy spillovers and SE engagement

Organizational ecology literature posits that the 
cognitive legitimacy of new organizational forms 
can be obtained through the interpopulation process 
by receiving “legitimacy spillovers” from an existing 
organizational form with well-established legitimacy 
(Kuilman & Li, 2009; Xu et  al., 2014). In other 
words, legitimacy spillovers occur when greater social 
recognition for one established category results in a 
higher social recognition for related organizations as 
well (Kostova & Zaheer, 1999; Kuilman & Li, 2009; 
Li et al., 2007). Such spillovers are usually based on 
the similarities between the new and well-established 
organizational forms (Haack et  al., 2014; Suddaby 
et  al., 2017). For instance, Kostova and Zaheer 
(1999) propose that the legitimacy of subunits of a 
multinational organization (MNE) may be evaluated 
by the MNE as a whole since they belong to the 
same cognitive category. Research has also shown 
that legitimacy spillover can occur in the context of 
foreign banks (Kuilman & Li, 2009) and financial 
cooperatives (Dobrev et al., 2006).

Based on the legitimacy spillover perspective, 
legitimacy can transfer from the well-established 
organizational form to the new form as long as there 
is some identity overlap between them (McKendrick 
et  al., 2003; Xu et  al., 2014). Thus, legitimacy 
spillover may also occur for hybrid organizations 
as they can build parallels or analogies using 
existing categories they straddle, thereby increasing 
audiences’ understanding of what they are (Alexy 
& George, 2013; Martens et  al., 2007). Empirical 
research has confirmed the existence of legitimacy 
spillovers within certain hybrid organizations 
or practices (Peng, 2003; Xu et  al., 2014). For 
instance, science-technology-hybrid start-ups are 
positively evaluated by venture capital (Wry et  al., 
2014). China’s collectively owned enterprises can 
gain legitimacy from state-owned enterprises as 
they share some key identity codes (Peng, 2003; 
Xu et  al., 2014). Drawing on the above perspective, 
we expect SE may gain legitimacy from spillover 
effects from both commercial business and nonprofit 
organizational categories as it combines elements 
from both categories.
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However, prior research mainly explored 
legitimacy spillover effects at the macro level (i.e., 
how the density of an organization is positively 
associated with that of another) (Kuilman & Li, 
2009). Researchers have attributed the macro-to-
macro relationship to several across-level causal 
mechanisms (Coleman, 1994; Hedstrom & Swedberg, 
1998). As Bitektine and Haack (2015) argue, 
legitimacy is a cross-level process that includes 
macro-level ‘collective’ legitimacy judgment (i.e., 
validity), which influences micro-level perceptions 
and judgment of social acceptability (i.e., property). 
The macro-level validity can thus affect how 
individuals evaluate observed organizational 
behaviors and properties, which further affects 
individuals’ behavior (Bitektine & Haack, 2015). 
Related to this cross-level mechanism, Scott (1995) 
and Suchman (1995) argue the comprehensibility of 
a category originates from the availability of cultural 
models that provide plausible explanations. When 
an organizational form is new to the evaluator, s/
he needs conceptual exemplars to interpret it (Zhao 
et  al., 2018). Commercial businesses and nonprofit 
organizations, as two well-established categories, 
thus provide parallels and/or syllogisms to individuals 
to help them understand SE through shared identities: 
the legitimacy of the business category assists 
individuals in understanding SEs’ business-related 
activities, while the legitimacy of the nonprofit 
category improves individuals’ understanding of SEs’ 
social mission. Overall, the commercial business and 
nonprofit categories can thus make SE predictable, 
inviting, and meaningful (Bitektine & Haack, 2015; 
Suchman, 1995). When individuals perceive SE to be 
understandable (i.e., cognitively legitimate) through 
the spillover effect of legitimacy from both business 
and nonprofit organizations, they are more likely to 
engage in SE creation.

In line with previous studies (Lewis et  al., 2021; 
Suddaby et  al., 2017), we proxy the legitimacy of 
commercial business and nonprofit categories by their 
population density. A higher prevalence of organiza-
tions indicates a higher level of social recognition 
and acceptance level of these organizations; there-
fore, more cognitive legitimacy is accumulated for 
them (Bogaert et  al., 2016; Chung & Cheng, 2019). 
We thus argue that the more legitimacy both com-
mercial businesses and nonprofit organizations have, 
the more easily an individual can be expected to 

understand SE, and the more likely s/he would start 
a social venture. A concern about potential competi-
tion between businesses/charities and social enter-
prises arises as organizational ecologists argue that 
the increasing population density drives competition 
and thus leads to a decrease in the founding rate of 
new organizations (Lander & Heugens, 2017; Miller 
& Eden, 2006; Suddaby et  al., 2017). However, we 
argue that conflict and competition are less likely to 
happen between SE and organizational forms of busi-
ness and nonprofit. SE exists due to the market and 
government’s failure to meet social needs or solve 
social problems (Austin et  al., 2006; Stephan et  al., 
2015). It identifies opportunities from societal prob-
lems that are not usually considered by commercial 
businesses, leaving space for SE development (Aus-
tin et al., 2006; Saebi et al., 2019). SE and nonprofit 
organizations are more likely to mutually be support-
ive of each other as both aim to address social prob-
lems and create social values (Battilana & Lee, 2014; 
Saebi et al., 2019). Therefore, we propose the follow-
ing hypotheses that capture legitimacy spillovers con-
cerning individuals’ engagement in SE:

Hypothesis 1a (H1a). New business density at the 
national level is positively associated with the likeli-
hood of individuals engaging in SE.

Hypothesis 1b (H1b). Nonprofit organization den-
sity at the national level is positively associated with 
the likelihood of individuals engaging in SE.

3.2  Perceived SE density and SE engagement

As a new organizational form grows in size, it can 
also gain cognitive legitimacy through the intrap-
opulation process (Audia et  al., 2006; Ruef, 2000; 
Xu et al., 2014). Here, the cognitive legitimacy of a 
given organizational form is based on the widespread 
knowledge about this form and therefore depends on 
the prevalence of the organizational form (Hannan 
& Freeman, 1984). When new organizational forms 
or practices become more prevalent within an area, 
there are more shared scripts and understandings 
about them; they further become more comprehen-
sible and unquestioned to individuals (i.e., cognitive 
legitimacy). Therefore, the popularity of a new organ-
izational practice increases its comprehensibility and 
is most commonly linked to its cognitive legitimacy 
(Bird & Wennberg, 2014; Husted et al., 2016; Schultz 
et al., 2014; Sine et al., 2005).
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In line with the organizational ecology perspec-
tive, we expect that SEs’ density can also serve as a 
source of cognitive legitimacy for SE. After decades 
of development, SE has increasingly gained popular-
ity in the world (Miller et al. 2012; Saebi et al., 2019; 
Short et  al., 2009). As discussed above, a higher 
prevalence of an organizational form increases its 
comprehensibility (i.e., cognitive legitimacy) (Husted 
et al., 2016; Schultz et al., 2014). Accordingly, SE is 
more likely to be recognized when there is a higher 
density of SEs in their countries. Also, here, a con-
cern may arise that population density may reflect 
competition, which further leads to the decrease or 
exit of new organizational forms (Lewis et al., 2021; 
Schultz et  al., 2014; Xu et  al., 2014). However, as 
organizational ecologists argued, density only causes 
fierce competition when an organizational form 
becomes fully taken-for-granted (Dobrev & Gotso-
poulos, 2010; Lander & Heugens, 2017; Suddaby 
et al., 2017). Since SE is still a relatively recent phe-
nomenon and becoming taken-for-granted is still the 
central concern of SE’s development (Bhatt et  al., 
2019; Ewald Kibler et  al., 2018), SE’s density can 
better represent its cognitive legitimacy rather than 
competition. Thus, as the number of SEs grows, the 
density of SE contributes to its increased acceptance 
and taken-for-grantedness.

Institutionalists and organizational ecologists 
further find that the cognitive legitimacy of a new 
organizational practice, sourcing from its density, 
can enhance its adoption and implementation. As 
the density of a new organizational form increases, 
it becomes more widely accepted, and further, it has 
a much higher chance of being adopted by an indi-
vidual. For instance, in the context of corporate social 
responsibility (CSR), Husted et al. (2016) show that 
the rising CSR density enhances its legitimacy, thus 
increasing a focal firm’s CSR engagement. We extend 
this logic to uncover the role of cognitive legiti-
macy at the micro level. We argue that the cognitive 
legitimacy of SE as perceived by an individual will 
enhance the likelihood of this individual engaging in 
SE. We focus on the perceived cognitive legitimacy 
of SE because the degree to which the legitimacy of 
a new organizational form determines an individual’s 
decision to engage in SE is dependent on individual 
perception (Miller et al., 2012; Nicholls, 2010; Scott 
& Lane, 2000). Bitektine and Haack (2015) also high-
light the relevance of perceived cognitive legitimacy 

(via a mechanism of validity and collective judgment) 
in their multilevel model of legitimacy towards a cer-
tain observable action. Therefore, we propose that 
an individual’s perceptions of the social-enterprise 
form’s cognitive legitimacy can shape his/her choice 
to engage in SE. As we stated above, perceived cog-
nitive legitimacy can be derived from residing in 
a region with a higher (perceived) density of social 
enterprise. We thus focus on individuals’ perceived 
SE density as an indicator of their perceived SE’s 
cognitive legitimacy and hypothesize:

Hypothesis 2 (H2). An individual’s perceived den-
sity of social enterprise is positively associated with 
the likelihood of individuals engaging in SE.

3.3  The interaction between perceived SE density 
and spillover effects

As aforementioned, individuals can increase their rec-
ognition and acceptance of SE through perceived SE 
density and legitimacy spillover effects, further lead-
ing to their entry into social entrepreneurial activity. 
However, these sources of cognitive legitimacy may 
not be strictly additive (Zimmerman & Zeitz, 2002). 
Institutional and organizational ecology theorists 
argue that individuals evaluate the legitimacy of a 
category differently as the category develops (Kuil-
man & Li, 2009; Taeuscher et al., 2021). The legiti-
macy spillover effect tends to play a more important 
role when the organizational form is relatively new. 
For instance, Zhao et  al. (2018) find that an emerg-
ing category largely depends on conformity with 
other categories to obtain legitimacy during its early 
development. However, an organization’s legitimacy 
is characterized by a “range of acceptability” (Deep-
house, 1999: 152). Once an organization reaches the 
audiences’ range of acceptability, it is perceived as 
legitimate and will gain only marginal benefits from 
additional legitimacy (Taeuscher et  al., 2021). For 
example, Xu et  al. (2014) show that an increasing 
density of new organizational forms can reduce the 
need for legitimacy transfer from other categories.

We attribute this change in the legitimacy evalu-
ation of new organizational forms to different evalu-
ative modes used by evaluators (Bitektine & Haack, 
2015; Tost, 2011). Audiences evaluate the legitimacy 
of an organization using two different modes: either 
an evaluative or a passive mode (Bitektine & Haack, 
2015; Jacqueminet & Durand, 2020; Tost, 2011). The 
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evaluative mode is based on individual perception of 
the practice’s appropriateness, which requires more 
mental effort during the evaluation process. By con-
trast, in the passive mode, individuals either adopt 
collective beliefs and approval (i.e., validity) of the 
practice or quickly passively embrace practices that 
align with their expectations, which is effortless (Tost, 
2011). The passive mode takes precedence unless 
there is a need or desire for the evaluative mode to 
intervene because individuals tend to conserve cogni-
tive energy when evaluating (Tost, 2011). In addition, 
as a category has gained high legitimacy, evaluators 
face strong social pressure from its collective legiti-
macy, and those who make different evaluations are 
under pressure to suppress their deviant opinions 
(Centola et al., 2005; Zhu & Westphal, 2011). Thus, 
in this situation, individuals’ passive mode dominates 
the judgment process of an organization’s legitimacy, 
and the evaluative mode is suppressed (Bitektine & 
Haack, 2015). In contrast, when the population of 
a new category starts to grow, and there is a lack of 
perceived validity, the evaluative mode dominates the 
legitimacy judgment process (Tost, 2011).

As discussed above, the legitimacy spillover from 
both commercial business and nonprofit organiza-
tions to SE reflects an evaluative mode because it 
requires individuals to make efforts to understand 
the appropriateness of SE based on the two distinct 
categories it blends. By contrast, perceived SE den-
sity represents the perceived collective legitimacy 
of SE, thereby reflecting individuals’ evaluation in 
a passive mode (Bitektine & Haack, 2015). There-
fore, in contexts with a perceived higher density of 
social ventures, individuals are more likely to accept 

SE passively to conserve energy (Lewis et al., 2021; 
Tost, 2011). As individuals become more exposed to 
SEs, the predictability and understandability of SEs 
increase, eliminating the need for individuals to inter-
pret SE through other similar categories. That is, they 
rely less on the legitimacy spillover effects from busi-
ness and nonprofit organizational forms. We, there-
fore, propose:

Hypothesis 3 (H3a). The positive legitimacy spill-
over effect of the business category on individual 
engagement in SE is weaker if the individual per-
ceives a higher SE density.

Hypothesis 3 (H3b). The positive legitimacy spill-
over effect of the nonprofit category on individual 
engagement in SE is weaker if the individual per-
ceives a higher SE density.

Figure 1 presents the conceptual framework com-
bining Hypotheses 1–3 and showcases the multilevel 
nature of the mechanisms we propose for analyzing 
the cognitive legitimacy of SE.

4  Methods

4.1  Sample and data sources

To examine our model, we utilized a multilevel 
design incorporating individual-level (level 1) data 
nested within country-level data (level 2). To test our 
hypotheses, we combined multiple datasets. Firstly, 
our individual-level data were derived from the Adult 
Population Survey (APS), a sizeable population-rep-
resentative survey conducted by the Global Entrepre-
neurship Monitor (GEM) in 2015 (Lepoutre et  al., 

Fig. 1  Theoretical model
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Legitimacy spillover effects
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Individual-level controls 

Perceived SEs’ density Individual Engagement in SE

Nonprofit organization 
d i

New business density



The role of cognitive legitimacy in social entrepreneurship: a multilevel analysis  

1 3
Vol.: (0123456789)

2013; Stephan et al., 2015). The APS survey by GEM 
selects a random sample of at least 2000 individuals 
each year in every participating country, ensuring 
broad representation. These participants were inter-
viewed either through phone or face-to-face inter-
views. For detailed information on data collection 
protocols, we refer to the GEM manual (Bosma et al., 
2012).

Previous studies have recognized the GEM sur-
vey as a reliable data source, and numerous empiri-
cal cross-national entrepreneurship studies published 
in reputable academic journals have utilized GEM 
data for their analyses (Boudreaux et al., 2019; Kibler 
et al., 2018). In 2015, the survey collected responses 
from over 181,000 individuals across 60 countries. 
In addition, the 2015 GEM survey emphasized social 
entrepreneurship, incorporating specific questions 
that aimed to identify and capture individuals’ social 
entrepreneurial activity.

The data for our country-level variables were 
gathered from various sources, including the World 
Values Survey and the World Bank. To prevent any 
potential endogeneity issues between our predictors 
and the outcome, we lagged all country-level varia-
bles by at least one year. Once we merged the individ-
ual data with the aforementioned country-level data 
sources, our final sample encompassed at least 48,906 
individuals from 22 countries, ensuring that all per-
sonal data and SE engagement information were 
accessible. The number of observations by country is 
presented in Table 1 in the Electronic Supplementary 
Material.

4.2  Variables and measures

4.2.1  Dependent variable at the individual level: SE

This study’s dependent variable focused on individu-
als’ engagement in social entrepreneurial activity. To 
identify social entrepreneurs, we employed a two-
question criterion derived from previous studies (Sau-
rav Pathak & Muralidharan, 2016, Pathak & Muralid-
haran, 2018; Sahasranamam & Nandakumar, 2020). 
Our measurement of SE engagement aligns with 
prior research on SE (Mair & Marti, 2006; Stephan 
et  al., 2015). Participants were classified as social 
entrepreneurs if they responded affirmatively to both 
questions: “Are you, alone or with others, currently 
attempting to start or lead any activity with a social, 

environmental, or community objective?” and “In 
the past twelve months, have you taken any action to 
help initiate this activity, organization, or initiative?”. 
The dependent variable is treated as a binary varia-
ble, which is coded as 1 if individuals confirmed their 
current involvement in “trying to start,” “currently 
leading,” or both and had made efforts to commence 
the activity within the past twelve months. A code of 
0 was assigned otherwise.

4.2.2  Independent variables at the country level

New business density We measured the national-
level new business activity using the total start-up 
activity in a country from the World Bank’s Entre-
preneurship Survey. It is proxied by new firm den-
sity, which is the World Bank’s best-known indica-
tor of total start-up activity. It represents the number 
of newly registered businesses (i.e., private, formal 
sector companies with limited liability) per 1000 
working-age people (aged from 15 to 64), thus pro-
viding cross-national analysis data. Prior research has 
reported that this index has high validity and reliabil-
ity (Carbonara et  al., 2016; Herrera-Echeverri et  al., 
2014; Stenholm et al., 2013).

The density of nonprofit activity According to 
prior studies, it is difficult to obtain homogeneous 
cross-national data on the nonprofit sector, such as 
the number of nonprofit organizations in a wide range 
of countries, donations, or employment within the 
third sector (Apinunmahakul & Devlin, 2008; Nissan 
et  al., 2012; Saxton & Benson, 2005). Therefore, in 
this study, we measured the level of national nonprofit 
activity using a proxy variable—an average member-
ship volume of nonprofit organizations of different 
types in a country. We obtained data from the World 
Values Survey Wave 6 (the 2010–2014 Wave). In this 
survey, individuals indicate whether they are active 
members of the following ten voluntary associations: 
(1) church or religious organization; (2) sport or rec-
reational organization; (3) art, music, or educational 
organization; (4) labor union; (5) political party; (6) 
environmental organization; (7) professional asso-
ciation; (8) humanitarian or charitable organiza-
tion; (9) consumer organization; and (10) self-help 
group, mutual aid group. The World Value Survey 
dataset further provides the country-level rate of all 
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respondents that belong to each of the above associ-
ations. We computed the average rate across all ten 
associations. The score used in our analyses reflects 
the average percentage of individuals in each coun-
try’s sample actively involved in different nonprofit 
organizations.

4.2.3  Independent and moderating variable 
at the individual level: perception of SE density

As discussed in the hypotheses, individuals’ decision-
making on engaging in SE relies on the legitimacy 
spillovers from the population-level business and 
nonprofit activity and individuals’ perception of SE 
legitimacy. To capture individuals’ perception of SE 
legitimacy, we used individual-level data relating to 
their perception of SE density in their country. We 
measure an individual’s perception of SE density as a 
dummy variable, which equals 1 if he/she responded 
in the affirmative that “in my country, you will often 
see businesses that primarily aim to solve social prob-
lems.” We obtained this data from the GEM APS 
database as well.

4.2.4  Control variables

We incorporated individual- and country-level control 
variables in line with prior multilevel empirical stud-
ies (Ewald Kibler et al., 2018; Stephan et al., 2015). 
At the individual level, we accounted for gender 
using a binary variable (female = 0, male = 1) (Estrin 
et al., 2013; Pathak & Muralidharan, 2018). Addition-
ally, we included age as a categorical variable (Sau-
rav Pathak & Muralidharan, 2023; Wei et al., 2023). 
Previous research has indicated a positive asso-
ciation between individuals’ education level and SE 
engagement (Estrin et al., 2013). Thus, we employed 
a seven-level education variable based on the GEM 
survey. Furthermore, we recognized the potential 
influence of work status and household income on 
SE activity (Saurav Pathak & Muralidharan, 2016; 
Sahasranamam & Nandakumar, 2020). We included 
work status as a binary variable, with a value of 1 
indicating full-time or part-time employment. Simi-
larly, household income was represented by a dummy 
variable, with a value of 1 signifying belonging to the 
middle- or higher-income group within their respec-
tive countries. Additionally, we accounted for indi-
vidual socio-cognitive traits known to impact (social) 

entrepreneurial activity, such as perceived entre-
preneurial self-efficacy, alertness to entrepreneurial 
opportunities, fear of failure, and individuals having a 
peer startup entrepreneur in the network (Boudreaux 
et  al., 2019; Saurav Pathak & Muralidharan, 2016; 
Sahasranamam & Nandakumar, 2020). The specific 
questions used to measure these socio-cognitive traits 
are presented in Table 1.

At the country level, we included the logarithmic 
scale of GDP per capita for 2014 as a control vari-
able to capture the potential country-level effects in 
our main regression model (Hoogendoorn, 2016). To 
conduct a series of robustness checks, we further con-
sidered three country-level variables (including GDP 
growth, unemployment, and postmaterialism) based 
on prior studies on SE (Hechavarría et  al., 2023; 
Sahasranamam & Nandakumar, 2020). We obtained 
GDP per capita, GDP growth, and unemployment 
data from the World Bank. The indicator of postma-
terialism is available from the World Value Survey, 
which was measured using a 4-item postmaterialism 
index (Inglehart, 1997). We used the data from the 
Wave 6 survey (period from 2010 to 2014). Postma-
terialism reflects a country prioritizing prosocial atti-
tudes, volunteering, and political activism (Stephan 
et al., 2015). We lagged for all country-level variables 
for at least one year. Table 1 shows all variables’ defi-
nitions and sources.

4.3  Method

We employed a multilevel modeling approach in our 
analysis due to the hierarchical nature of our dataset, 
which encompasses both national and individual lev-
els. Individuals within the same country often share 
similar experiences, leading to comparable beliefs 
regarding SE. In multilevel modeling, observations 
within a nation are not considered independent of 
each other. In our study, it means that country-level 
factors influence the variation in assessing individu-
als’ willingness to engage in SE. Thus, for our main 
analyses, we utilized multilevel logit regression. This 
model offers several advantages compared to stand-
ard logit regression. Firstly, it helps overcome the 
ecological fallacy, which assumes that relationships 
observed at the aggregate level hold true at the indi-
vidual level. We can avoid this fallacy by consider-
ing the multilevel structure (Jargowsky, 2005: 715). 
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Table 1  Variable descriptions

Variables Descriptions Data sources

Dependent variables
Individual’s engagement in SE Two questions are used together to measure this 

variable in the GEM survey: one is “Are you, 
alone or with others, currently attempting to 
start or lead any activity with a social, environ-
mental, or community objective?”; Another one 
is “In the past twelve months, have you taken 
any action to help initiate this activity, organiza-
tion, or initiative?”. If an individual’s answer for 
the first question is “trying to start,” “currently 
leading,” or “trying to start and leading” and the 
answer for the second question is “yes,” then it 
is coded 1.

GEM APS (2015)

Independent variables
New business density New business density (new registrations per 1,000 

people ages 15-64).
World Bank, World Development Indicators
(2014)

The density of nonprofit activity Using a proxy variable: an average member-
ship volume of the following ten nonprofit 
organizations in a country: church or religious 
organization; sport or recreational organization; 
art, music or educational organization; labor 
union; political party; environmental organiza-
tion; professional association; humanitarian or 
charitable organization; consumer organization; 
and self-help group, mutual aid group.

World Value Survey (2010-2014)

Moderating variables
Individual’s perception of SE Coded 1 if individuals answer yes to the question 

“In <country>, you will often see businesses 
that primarily aim to solve social problems,” 0 
otherwise.

GEM APS (2015)

Individual-level controls
Gender A dummy variable: 1= male; 0 = female. GEM APS (2015)
Age A categorized variable; It includes five catego-

ries: 18–24, 25–34, 35–44, 45–54, and 55–64, 
which are coded as 1–5, respectively

GEM APS (2015)

Education A categorized variable. it is coded according to 
the UN classification: pre-primary= 0, primary/
first stage basic education =1, lower secondary/
second stage basic education =2, upper second-
ary= 3, post-secondary, non-tertiary education 
= 4, first stage of tertiary education= 5, and 
second stage of tertiary education =6.

GEM APS (2015)

Work status It captures whether individuals are not working, 
are retired, or are students (= 0), or working 
full- or part-time (=1)

GEM APS (2015)

Household income It is a dummy variable, which equals 1 when a 
respondent indicated that he/she belonged to the 
middle- or higher-income group of the country, 
and 0 otherwise.

GEM APS (2015)

Individuals having a peer startup 
entrepreneur in the network

A dummy variable: coded 1 if a respondent 
knows an entrepreneur, 0 otherwise. The ques-
tion for measuring this variable in the GEM 
survey is “Do you know someone personally 
who started a business in the past 2 years?”.

GEM APS (2015)
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Secondly, the multilevel logit model accounts for the 
nonindependence of error terms, resulting in more 
reliable estimates compared to single-level regression 
(Estrin et al., 2013).

Consistent with the study conducted by Estrin 
et al. (2013), we assessed the statistical suitability of 
employing multilevel modeling in our analysis. Ini-
tially, we ran an empty multilevel regression model, 
which does not include any explanatory variables, 
to examine the significance of country effects (ran-
dom intercepts). The findings revealed statistically 
significant country-level variances (p < 0.001) in 
explaining individuals’ engagement in social entre-
preneurial activity. The residual interclass correla-
tion (ICC1) indicated that 15.28% of the variation 

in SE engagement could be attributed to the country 
level, indicating a substantial proportion (Hox et al., 
2017). To further evaluate the appropriateness of 
the multilevel modeling approach, we compared the 
ICC1 before and after incorporating macro-level 
control variables such as GDP per capita, busi-
ness entry rate, and nonprofit activity. The results 
showed that the ICC1 decreased to 8.44% after 
accounting for these macro-level controls, suggest-
ing that multilevel modeling remains suitable for 
our research purposes.

We utilized the variance inflation factor (VIF) 
method to assess the multicollinearity issue, as pre-
sented in Table A2 in the Electronic Supplementary 
Material. Our analysis indicated that multicollinear-
ity was not a concern among our variables, as all 

Table 1  (continued)

Variables Descriptions Data sources

Individual’s self-efficacy A dummy variable: coded 1 if a respondent 
believes that he/she has the knowledge for 
starting a new business and 0 otherwise. The 
question for measuring this variable in the 
GEM survey is “Do you have the knowledge, 
skill, and experience required to start a new 
business?”.

GEM APS (2015)

Fear of fail A dummy variable: coded 1 if a respondent is 
afraid of failure and 0 otherwise. The question 
for measuring this variable in the GEM survey 
is “fear of failure would prevent them from 
starting a business?”.

GEM APS (2015)

Alertness to opportunity A dummy variable: coded 1 if a respondent indi-
cates there will be a good opportunity for start-
ing a new business in the next six months. The 
question for measuring this variable in the GEM 
survey is “In the next six months, will there be 
good opportunities for starting a business in the 
area where you live?”.

GEM APS (2015)

Country-level controls
Log of GDP per capita The logarithm of real GDP per capita, PPP. World Bank, World Development Indicators 

(2014)
Country-level variables used in robustness checks
GDP growth Real GDP growth rate. World Bank, World Development Indicators 

(2014)
Unemployment Unemployment, total (% of the total labor force). World Bank, World Development Indicators

(2014)
Postmaterialism Inglehart’s 4-item postmaterialism index, 

emphasizes immaterial life goals such as pro-
environmental attitudes and volunteering. It is 
measured as the percentage of individuals in 
each country who are identified as “postmate-
rialist.”

World Value Survey (2010-2014)
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VIF scores remained below the critical threshold of 
5 (Hair, 2009).

5  Results

Within our study, Table 2 presents the descriptive sta-
tistics and correlation matrix for all variables utilized. 
We further examine our hypotheses by employing a 
series of logistic multilevel regression models, as our 
research aim was to explore whether population-level 
legitimacy can spill over to influence an individual’s 
SE decision-making, a binary variable following the 
Bernoulli distribution. Table  3 displays eight logit 
regression models used to test our hypotheses.

Model 1 incorporates all individual- and country-
level control variables. Model 2 adds the entry rate of 
new firms, the first focal predictor, to test hypothesis 
1a, and Model 3 adds nonprofit activity, our second 
focal predictor, to examine hypothesis 1b. To test 
hypothesis 2, Model 4 adds individuals’ perception 
of SE density as an independent variable. Model 5 
includes all focal predictors. To test hypotheses 3a 
and 3b, Models 6–7 contain the interaction terms in 
a stepwise manner. We also incorporated both inter-
action terms in one model, as shown in Model 8. 
Finally, Models 9–16 provide a series of additional 
analyses to examine the robustness of our main 
results.

5.1  Main results

Before addressing the results linked to our hypoth-
eses, we briefly discuss those control variables that 
predominantly confirm earlier findings. From Model 
1, we observe that the probability of being engaged 
in SE differs among distinct age groups. Specifi-
cally, compared to the 18–24 age category, age this 
probability is lower for individuals aged 25–34 (β 
= −0.197, p < 0.01) and 35–44 (β = −0.185, p < 
0.05), while it is larger for those in the 55–64 age 
range (β = 0.175, p < 0.05). Model 1 also finds that 
people are more likely to pursue SE within groups 
characterized by higher levels of educational attain-
ment. Individuals who are either fully or part-time 
employed are also more inclined to be involved in 
SE (β = 0.499, p < 0.01). Household income also 
shows a positive relationship with involvement 
in SE (β = 0.16, p < 0.01). Consistent with prior 

findings of e.g. Boudreaux et al. (2019) and Sahas-
ranamam and Nandakumar (2020), Model 1 indi-
cates a strong association between individual socio-
cognitive entrepreneurial traits and self-reported 
SE activity. Specifically, we find individuals’ hav-
ing a peer startup entrepreneur in their network (β 
= 0.68, p < 0.01), entrepreneurial self-efficacy (β 
= 0.543, p < 0.01), and alertness to entrepreneurial 
opportunity (β = 0.349, p < 0.01) to be positively 
associated with the probability to be engaged in SE, 
while fear of failure presents a negative relation (β 
= −0.162, p < 0.01).

Turning to our hypotheses, we proposed a posi-
tive relationship between the entry rate of new busi-
nesses at the national level and individuals’ SE entry 
in Hypothesis 1a. In Model 2, we find the entry rate 
of new businesses was positively associated with an 
individual’s SE entry, and the relationship was sta-
tistically significant at the 5 percent level. The coef-
ficient of New business density is 0.085, indicating 
that if the number of new businesses per 1000 resi-
dents increases by 1, the log odds ratio of SE entry 
increases by 0.085. From Model 3, we also support 
Hypothesis 1b, as a country’s nonprofit activity sig-
nificantly positively affects an individual’s SE entry 
(β = 0.074, p < 0.05). Model 4 supports Hypothesis 2 
that an individual’s perceived density of social enter-
prise is significantly and positively associated with 
the likelihood of individuals engaging in SE (β = 
0.214, p < 0.01). We still found positive and robust 
relationships when all focal predictors were included 
in the same model (Model 5). The average marginal 
effects of new business density and nonprofit activity 
are 0.004 and 0.003, suggesting that the average prob-
ability of an individual engaging in SE increases by 
0.004 and 0.003, respectively, if new business density 
and nonprofit activity by one unit.

The interaction models further indicate that an 
individual’s perception of SE density negatively mod-
erates the effects of legitimacy spillovers on an indi-
vidual’s SE engagement. Specifically, from Model 6, 
we find a significant negative interaction between the 
entry rate of new businesses at the national level and 
individuals’ perception of SE density (β = −0.028, p 
< 0.05), which supports our Hypothesis 3a. Finally, 
in Model 7, we note that an individual’s perception 
of SE density also has a significant negative moder-
ating effect on the influence of a nation’s nonprofit 
activity on individuals’ SE engagement (β = −0.045, 
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Table 3  Multilevel logit regression results

Models Dependent variable: the Individual’s likelihood of engaging in SE

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8

Controls
Gender: male .027 .027 .027 .03 .03 .03 .028 .028

(.045) (.045) (.045) (.045) (.045) (.045) (.045) (.045)
Age range
 25–34 −.197*** −.198*** −.198*** −.192*** −.193*** −.194*** −.194*** −.196***

(.073) (.073) (.073) (.073) (.073) (.073) (.073) (.073)
 35–44 −.185** −.185** −.186** −.182** −.183** −.186** −.184** −.187**

(.074) (.074) (.074) (.074) (.074) (.074) (.074) (.074)
 45–54 .109 .109 .109 .106 .106 .102 .105 .101

(.074) (.074) (.074) (.074) (.074) (.074) (.074) (.074)
 55–64 .175** .175** .175** .169** .169** .163** .167** .161**

(.08) (.08) (.08) (.08) (.08) (.08) (.08) (.08)
Education
 Primary education .000 .003 −.002 .006 .006 −.001 .003 −.005

(.177) (.177) (.177) (.177) (.177) (.177) (.177) (.177)
 Lower secondary education .049 .049 .044 .068 .063 .06 .054 .049

(.171) (.17) (.171) (.171) (.171) (.171) (.171) (.171)
 Upper secondary education .255 .257 .254 .273* .273* .267* .265* .257

(.159) (.159) (.159) (.159) (.159) (.159) (.159) (.159)
 Post-secondary, non-tertiary educa-

tion
.367** .369** .365** .394** .395** .389** .386** .379**
(.165) (.165) (.165) (.165) (.165) (.165) (.165) (.165)

 First stage of tertiary education .61*** .611*** .61*** .645*** .646*** .641*** .638*** .63***
(.162) (.162) (.162) (.162) (.162) (.162) (.162) (.162)

 Second stage of tertiary education 1.034*** 1.033*** 1.04*** 1.074*** 1.08*** 1.074*** 1.079*** 1.072***
(.203) (.203) (.204) (.204) (.204) (.204) (.204) (.204)

Work status .499*** .5*** .499*** .497*** .498*** .495*** .498*** .495***
(.061) (.061) (.061) (.061) (.061) (.061) (.061) (.061)

 Household income .16*** .159*** .159*** .169*** .168*** .163*** .168*** .163***
(.053) (.053) (.053) (.053) (.053) (.053) (.053) (.053)

 Have a peer startup entrepreneur in 
network

.68*** .681*** .681*** .677*** .678*** .678*** .678*** .678***
(.046) (.046) (.046) (.046) (.046) (.046) (.046) (.046)

 Individual’s self-efficacy .543*** .544*** .543*** .532*** .533*** .53*** .534*** .53***
(.052) (.052) (.052) (.052) (.052) (.052) (.052) (.052)

 Individual’s fear of failure −.162*** −.162*** −.161*** −.167*** −.165*** −.169*** −.164*** −.169***
(.047) (.047) (.047) (.047) (.047) (.047) (.047) (.047)

 Individual’s alertness to opportunity .349*** .349*** .349*** .323*** .322*** .318*** .323*** .319***
(.046) (.046) (.046) (.047) (.047) (.047) (.047) (.047)

 National GDP per capita (log) .02 −.265 .056 .043 −.194 −.184 −.203 −.194
(.227) (.231) (.212) (.227) (.219) (.219) (.219) (.218)

Predictors at the country level
 New business density .085** .08** .089*** .081** .091***

(.035) (.033) (.033) (.033) (.033)
 Nonprofit activity density .074* .061* .061* .074** .077**

(.04) (.036) (.036) (.036) (.036)
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p < 0.01), providing support for our Hypothesis 3b 
as well. When we included both interaction terms 
into one model (Model 8), the results still supported 
Hypothesis 3a and 3b.

We plot the notable moderating effects that depict 
the average predicted probability of individuals’ 
involvement in SE across different levels of perceived 
density of SEs while considering varying densities 
of both new business and nonprofit organizations. In 
Fig. 2, the vertical axis represents the probability of 
engaging in social entrepreneurship, while the hori-
zontal axis represents the density of newly established 
businesses within a country. The results in Fig. 2 indi-
cate that as the density of new businesses increases, 
both people who perceived SEs’ density and those 
who did not are more likely to engage in social entre-
preneurship than their counterparts in societies with a 
lower density of new business. In addition, the legiti-
macy spillover effect from the new business on SEs 
becomes smaller when individuals perceive a den-
sity of SEs in their countries. We plot the graphs for 
the significant interaction effect between nonprofit 
organizations and perceived SE density in social 
entrepreneurship (Fig.  3). It shows that people with 
a perception of SE density are less likely to depend 

on the legitimacy spillover effect from the nonprofit 
organizations for deciding to start a social venture. 
Overall, all figures suggest that the legitimacy spillo-
ver effects become smaller in predicting individuals’ 
SE entry when they perceive a density of SEs in their 
countries.

5.2  Robustness tests

We then conducted a series of robustness checks, 
as shown in Table 4. First, all the positive effects of 
our focal predictors and the interaction effects were 
replicated by removing alertness to entrepreneurial 
opportunity as an individual-level control variable. 
The results support the robustness of our findings. 
Then, we added GDP growth and unemployment as 
country-level control variables separately. The results 
provide evidence of the robustness of our findings. 
Finally, we used postmaterialism from the World 
Value Survey as an alternative measure for one of our 
predictors, the national-level nonprofit activity. We 
repeated all the analyses. The results are consistent 
with our original findings, as presented before, except 
for a less robust moderating effect of perceived SE 
density on the relationship between postmaterialism 

Table 3  (continued)

Models Dependent variable: the Individual’s likelihood of engaging in SE

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8

Predictor at the individual level
 Perceived SE density .214*** .214*** .2*** .268*** .262***

(.047) (.047) (.048) (.052) (.053)
Cross-level interaction effects
 New business density X Perceived 

SE density
−.036*** −.039***
(.012) (.012)

 Nonprofit activity density X Per-
ceived SE density

−.031** −.037***
(.014) (.014)

 Constant −4.832** −1.94 −5.237** −5.137** −2.767 −2.854 −2.689 −2.768
(2.259) (2.315) (2.113) (2.259) (2.195) (2.191) (2.192) (2.189)

 Variance of random intercept 
between countries

.451*** .349*** .387*** .45*** .303*** .302*** .302*** .302***
(.141) (.111) (.122) (.141) (.097) (.097) (.097) (.096)

 Number of countries 22 22 22 22 22 22 22 22
 Observations 48881 48881 48881 48881 48881 48881 48881 48881
 AIC 16876.4 16873.07 16875.16 16857.81 16853.54 16845.96 16850.4 16841.16
 BIC 17052.34 17057.81 17059.9 17042.55 17055.88 17057.09 17061.53 17061.09

Standard errors are in parentheses
*** p<.01, ** p<.05, * p<.1
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and individuals’ SE entry (Model 16). Apart from the 
above robustness tests, we further run our analysis by 
adopting an alternative measurement for our depend-
ent variable (i.e., individuals’ engagement in SE) and 
using the lagged density of business by two years, 
respectively. The results still support our hypotheses 
(see Table A3 and Table A4 in the Electronic Supple-
mentary Material).

6  Discussion and conclusions

This study explores the pathways of how SE as an 
organizational form may obtain cognitive legitimacy. 
Drawing on legitimacy theory and organizational 
ecology perspectives, we find that SE can gain cog-
nitive legitimacy by means of legitimacy spillover 
effects from both commercial business and nonprofit 
categories (Kostova & Zaheer, 1999; Kuilman & Li, 
2009) and by the perceived prevalence of social enter-
prises (Hannan & Freeman, 1984). We also argue 
that these two sources of cognitive legitimacy are not 
strictly addictive. We find legitimacy spillover plays 
a less vital role when individuals perceive a higher 
prevalence of SE activity. The empirical results sug-
gest both the density of business and nonprofit activ-
ity in a country are positively associated with indi-
viduals’ social entrepreneurial entry; moreover, this 

positive association is diminished when individuals 
perceive SEs to be prevalent in their country.

6.1  Theoretical implications

This paper makes contributions to research on SE, 
organizational ecology, and hybrid organizations. 
First, we contribute to SE literature by identifying its 
sources of cognitive legitimacy. Prior SE research ini-
tially considered studying SE’s cognitive legitimacy 
to be theoretically unwarranted (Dart, 2004) and has, 
accordingly, paid limited attention to SE’s cognitive 
legitimacy (Kibler et  al., 2018; Miller et  al., 2012). 
This paper adds to the understanding of SE’s cogni-
tive legitimacy by identifying two sources at differ-
ent levels of analysis: legitimacy spillovers from 
business and nonprofit organizations (macro level) 
and SE prevalence perceived by individuals (micro 
level). We propose that the macro-level legitimacy 
spillover effects of both business and nonprofit cat-
egories should be considered in conjunction with the 
perceived presence of SE at the micro level in order 
to assess SE’s cognitive legitimacy, but in different 
ways: the perceived density of SE enables individuals 
to passively consider SE as comprehensible, while the 
macro-level legitimacy (i.e., density) of business and 
nonprofit organizations assist individuals to actively 
evaluate the comprehensibility of SE (i.e., legitimacy 

Fig. 2  Interaction between 
country-level new business 
density and individual-level 
perceived SEs density in 
social entrepreneurship
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spillover). Our results further suggest that the legiti-
macy spillover effects become weaker if individuals 
perceive a higher SE density, thus providing empiri-
cal support to previous theories about how individu-
als evaluate legitimacy in either evaluative or pas-
sive modes and how the passive mode dominates the 
evaluation process (Bitektine & Haack, 2015; Tost, 
2011).

Second, we contribute to the organizational ecol-
ogy literature by leveraging a multilevel theory of 
legitimacy proposed by Bitektine and Haack (2015). 
Organizational ecologists have long discussed the 
prevalence of an organizational form by investigating 
interpopulation (i.e., legitimacy spillover) and intrap-
opulation processes (i.e., the accumulated legitimacy 
through their own density) (Kuilman & Li, 2009; 
Lewis et al., 2021; Xu et al., 2014; Zhao et al., 2018). 
They mainly focus on understanding both processes at 
the macro level (Dobrev et al., 2006; Hannan & Car-
roll, 1992; Kuilman & Li, 2009; Li et al., 2007; Zavy-
alova et al., 2012). Our multilevel model explains how 
interpopulation and intrapopulation processes occur 
through a cross-level mechanism: the macro-level 
legitimacy of business and nonprofit organizations, 
as well as the perceived SE density, affect individu-
als’ comprehension of SE, thereby influencing their 
engagement in SE. In addition, earlier organizational 

ecologists mainly focus on the legitimacy spillovers 
within categories (e.g., from a category to its subcat-
egory) (Dobrev et al., 2006; Kuilman & Li, 2009; Li 
et al., 2007; Zavyalova et al., 2012). We extend previ-
ous research by focusing on how legitimacy spillovers 
occur across categories. That is, we find that social 
enterprises, which straddle contradicting categories 
of business and nonprofits, can receive legitimacy 
spillovers from both categories.

Finally, this paper contributes to the current body 
of literature on hybrid organizations. It responds to 
recent calls for more symmetrical theorization of 
hybridity to better understand its positive and nega-
tive effects (Wry et  al., 2014). Scholars usually find 
that mixed identities, organization forms, and insti-
tutional logics in hybrid organizations could confuse 
what ‘type’ they belong to, which leads to tensions 
and may inhibit them in obtaining and maintain-
ing legitimacy (Greenwood et  al., 2011; Kostova & 
Zaheer, 1999). Instead, our results suggest that SEs 
may also benefit from their hybrid nature, acquiring 
legitimacy over time through the spillover effects 
from both the established business and nonprofit cat-
egories that it straddles. It also holds the potential to 
contribute to a better understanding of the emergence 
and legitimacy of other types of hybrid ventures, such 
as sustainable and environmental entrepreneurship.

Fig. 3  Interaction between 
country-level nonprofit 
organizations and individ-
ual-level perceived SEs 
density in social entrepre-
neurship
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Table 4  Robustness check

Robustness check Dependent variable: the individual’s likelihood of engaging in SE

Removing alertness 
to opportunity

Adding GDP growth 
as a control

Adding unemploy-
ment as a control

An alterna-
tive measure for 
nonprofit activity: 
Postmaterialism

Models Model 9 Model 10 Model 11 Model 12 Model 13 Model 14 Model 15 Model 16
Controls
Gender .014 .012 .03 .028 .03 .028 .03 .029

(.043) (.043) (.045) (.045) (.045) (.045) (.045) (.045)
Age
 Ranges only (25–34) −.186*** −.189*** −.193*** −.196*** −.192*** −.196*** −.192*** −.195***

(.07) (.07) (.073) (.073) (.073) (.073) (.073) (.073)
 Ranges only (35–44) −.181** −.187*** −.183** −.187** −.182** −.187** −.182** −.186**

(.072) (.072) (.074) (.074) (.074) (.074) (.074) (.074)
 Ranges only (45–54) .073 .068 .106 .101 .107 .102 .106 .102

(.072) (.072) (.074) (.074) (.074) (.074) (.074) (.074)
 Ranges only (55–64) .104 .096 .169** .161** .17** .162** .169** .164**

(.077) (.077) (.08) (.08) (.08) (.08) (.08) (.08)
Education
 1.Educ. - primary/first stage −.017 −.028 .005 −.006 .006 −.005 .008 −.006

(.174) (.174) (.177) (.177) (.177) (.177) (.177) (.177)
 2.Educ. - lower secondary/second 

stage
.024 .01 .062 .049 .064 .051 .065 .049
(.168) (.168) (.171) (.171) (.171) (.171) (.171) (.171)

 3.Educ. - upper secondary .23 .215 .271* .256 .273* .258 .274* .255
(.156) (.156) (.159) (.159) (.159) (.159) (.159) (.159)

 4.Educ. - post-secondary, non-
tertiary

.368** .352** .394** .377** .395** .379** .399** .378**
(.162) (.162) (.165) (.165) (.165) (.165) (.165) (.165)

 5.Educ. - first stage of tertiary .659*** .644*** .645*** .629*** .646*** .631*** .648*** .626***
(.159) (.159) (.162) (.162) (.162) (.162) (.162) (.162)

 6.Educ. - second stage of tertiary 1.043*** 1.033*** 1.08*** 1.072*** 1.083*** 1.074*** 1.077*** 1.057***
(.198) (.198) (.204) (.204) (.204) (.204) (.204) (.204)

Work status .503*** .501*** .497*** .495*** .497*** .495*** .497*** .495***
(.058) (.058) (.061) (.061) (.061) (.061) (.061) (.061)

Household income .202*** .198*** .169*** .164*** .167*** .163*** .169*** .161***
(.051) (.051) (.053) (.053) (.053) (.053) (.053) (.053)

Have a peer startup entrepreneur in 
network

.714*** .713*** .678*** .677*** .678*** .677*** .678*** .676***
(.044) (.044) (.046) (.046) (.046) (.046) (.046) (.046)

Individual’s self-efficacy .578*** .575*** .534*** .531*** .534*** .531*** .533*** .529***
(.049) (.049) (.052) (.052) (.052) (.052) (.052) (.052)

Fear of fail −.184*** −.187*** −.165*** −.169*** −.166*** −.169*** −.164*** −.169***
(.045) (.045) (.047) (.047) (.047) (.047) (.047) (.047)

Log of GDP per capita −.235 −.235 −.132 −.137 −.208 −.206 −.373* −.365*
(.216) (.216) (.237) (.237) (.207) (.209) (.221) (.221)

Individual-level variable for Robustness check
 Alertness to opportunity .322*** .319*** .321*** .318*** .32*** .317***

(.047) (.047) (.047) (.047) (.047) (.047)
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6.2  Implications for practice

The findings of this study may hold significant impli-
cations for policymakers seeking to promote social 
entrepreneurial activity. Our results indicate that the 
presence of new businesses and nonprofit initiatives 
within a country can positively influence individuals’ 
engagement in SE. Therefore, facilitating the estab-
lishment of new startups and supporting nonprofit 

activities in a country or region may also be condu-
cive to the growth of social entrepreneurial activity. 
Policymakers are encouraged to enhance government 
support and foster a conducive business ecosystem for 
startups and nonprofit organizations while developing 
policies to foster SE. This approach not only ben-
efits the expansion of startups and nonprofits but also 
serves as a catalyst for attracting more individuals to 
participate in SE. Encouragement can be manifested 

Table 4  (continued)

Robustness check Dependent variable: the individual’s likelihood of engaging in SE

Removing alertness 
to opportunity

Adding GDP growth 
as a control

Adding unemploy-
ment as a control

An alterna-
tive measure for 
nonprofit activity: 
Postmaterialism

Country-level variable for Robustness check
 GDP growth .044 .04

(.067) (.067)
 Unemployment −.03 −.028

(.019) (.019)
 Postmaterialism .036** .041**

(.018) (.018)
Predictors at the country level
 New business density .082** .093*** .078** .09*** .085*** .096*** .098*** .109***

(.032) (.032) (.032) (.032) (.031) (.031) (.032) (.032)
 Nonprofit activity density .063* .079** .06* .076** .052 .069*

(.035) (.036) (.035) (.036) (.034) (.035)
Predictor at the individual level
 Perceived of SE density .252*** .3*** .214*** .262*** .214*** .261*** .216*** .216***

(.045) (.05) (.047) (.053) (.047) (.053) (.047) (.048)
Cross-level interaction effects
 New business density X Perceived 

SE density
−.036*** −.039*** −.038*** −.036***
(.011) (.012) (.012) (.012)

 Nonprofit activity density X Per-
ceived SE density

−.036*** −.036*** −.036***
(.013) (.014) (.014)

 Postmaterialism X Perceived SE 
density

−.014**
(.007)

Constant (individual level) −2.249 −2.243 −3.513 −3.448 −2.369 −2.408 −.881 −.941
(2.161) (2.161) (2.457) (2.455) (2.089) (2.105) (2.22) (2.224)

 Variance of random intercept 
between countries

.296*** .295*** .297*** .296*** .269*** .273*** .29*** .291***
(.094) (.094) (.095) (.095) (.087) (.088) (.093) (.093)

 Number of countries 22 22 22 22 22 22 22 22
 Observations 54062 54062 48881 48881 48881 48881 48881 48881
 AIC 18512.43 18499.76 16855.12 16842.81 16853.2 16841.24 16852.68 16842.95
 BIC 18708.18 18713.31 17066.25 17071.53 17064.33 17069.97 17055.02 17062.88

Standard errors are in parentheses.
*** p<.01, ** p<.05, * p<.1
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through various means, such as providing incentives 
to signal benefits (e.g., financial support or direct sub-
sidies) and establishing supportive regulative institu-
tional frameworks (Stenholm et al., 2013).

Policymakers should be aware that the posi-
tive legitimacy spillover effects on individuals’ SE 
engagement tend to diminish when individuals per-
ceive a greater density of SE in their countries. In 
other words, the initial legitimation for SE activity 
comes from its mixed business and nonprofit catego-
ries with well-established legitimacy when the num-
ber of social enterprises is small. However, as the SE 
population grows and accumulates constitutive legiti-
macy that is most commonly related to the prolifera-
tion of an organizational population, individuals who 
perceive a higher social recognition for SE in their 
country are less likely to rely on legitimacy spillover 
effects in their decision to engage in SE. Therefore, 
policymakers are advised to formulate a plan for SE’s 
long-term development, taking into account legiti-
mation over time due to legitimacy spillovers. For 
example, depending on the existing legal structures 
that may be enabling or hindering SE, granting socio-
political legitimacy to SE through the enactment of 
legislation and laws can be an effective approach, as 
previous research has highlighted the importance of 
government endorsements as a source of legitimacy 
for new organizations (Tost, 2011).

6.3  Limitations and future research

While our study contributes to understanding legiti-
macy spillovers for social entrepreneurial activ-
ity, we acknowledge several limitations. This study 
employed a population-representative sample from 22 
diverse countries to test our multilevel hypotheses. It 
is important to note that the cross-sectional nature of 
our dataset limits our ability to establish strong causal 
relationships based on our analyses. Future research 
could employ alternative methodologies, such as 
experimental or longitudinal research designs, to 
provide further insights into the causal relationships 
under investigation.

Another limitation of our study is that our meas-
ure of SE relies on a single indicator that reflects the 
overall SE activity. However, Zahra et al. (2009) cat-
egorized social entrepreneurs into three distinct types: 
social bricoleur, social constructionist, and social 
engineer. These different types of social entrepreneurs 

exhibit variations in their ability to identify opportu-
nities and assemble the necessary resources to pur-
sue those opportunities. Hence, it becomes crucial to 
investigate how legitimacy spillovers may influence 
each type of social entrepreneur differently. Unfortu-
nately, the available GEM dataset does not provide 
the means to differentiate between these types of 
social entrepreneurs. Future research should address 
this limitation by considering the diverse categories 
of social entrepreneurs to explore the potential vary-
ing effects of legitimacy spillovers across these dif-
ferent types.

Third, organizational scholars have recognized 
multiple legitimacy types (i.e., cognitive, norma-
tive, and regulatory legitimacy) that are important for 
organizations (Bitektine, 2011; Scott, 1995). How-
ever, in this study, we specifically explored the spillo-
ver effects of constitutive legitimacy on SE activ-
ity. Future research may investigate how other types 
of legitimacy spill over to SE activity. For instance, 
researchers could examine whether granting socio-
political legitimacy to business or nonprofit sectors 
leads to higher social recognition for SE activity in 
the future.

Finally, while this paper has revealed the positive 
legitimacy transfers across categories (from busi-
ness and nonprofit sectors to SE), the legitimacy of 
SE could also be negatively affected by its cogni-
tively related categories. Prior studies have suggested 
that firms can suffer from negative spillovers when 
members of their industries engage in wrongdo-
ing (Barnett & King, 2008; Zavyalova et  al., 2012), 
and negative spillovers may have a stronger influ-
ence on legitimacy than positive spillovers (Haack 
et al., 2014; Kostova & Zaheer, 1999). Furthermore, 
this paper focuses on a so-called ‘top-down’ verti-
cal spillover across categories. It is also possible to 
explore how the overall legitimacy of the “business” 
and “nonprofit” categories could be affected by SE 
activity, leading to ‘bottom-up’ legitimacy spillovers. 
Therefore, it may be fruitful to explore such bottom-
up legitimacy spillovers, which can take place simul-
taneously as “top-down spillovers” in future studies.
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