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Abstract

Research background:NGOs face an increasing expectation to be morenbssilike. They are
becoming involved in selling services by perform@amgcommercial activity, which, in turn, is

a basic condition for creating social enterprisBse changes related to this approach are an
essential condition for their survival and a sigm@int reason for developing their new form as
social enterprises. On the other hand, there itadk of critical opinions related primarily to
mission volatility. Currently, a discussion is tagiplace in the literature on factors that may
affect NGOs’ marketization; these, however, havebeen empirically verified yet. The identi-
fied research gap constituted a major challengéfoauthor.

Purpose of the article: The purpose of this paper is to verify whether emtichg a business
activity influences the entrepreneurial way of NGOpgeration, and to indicate the factors that
have a significant impact on their marketization.

Methods: On the basis of a representative national surve3,&890 NGOs, including 412 social
enterprises in Poland. a one-factor analysis ofamae (ANOVA) and a stepwise backward
regression analysis were carried out.

Findings & Value added: The analysis of the results confirms that theresagaificant differ-
ences between NGOs operating as social enter@gb8/GOs not performing a business activi-
ty. In contrast with the existing literature, thigidy indicates that social enterprises have less
diversified revenue sources and use a more ordessocratic governance model. Moreover,
Polish social enterprises less frequently adjustr tholicy direction to donors’ interests. The
factors significantly affecting NGOs’ marketizatiamclude action strategies for several years,
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activity in favor of external benefit takers, cldsesiness cooperation, lack of permanent financ-
ing sources, and regular activity combined witkxifiée working time.

Introduction

The marketization of NGOs through undertaking ativilg based on the
commercial sale of services and products is a phenon which raises
controversy among numerous researchers. TradijordGOs operate in
a sector of social services to solve problems, sischomelessness, exclu-
sion or social pathologies. They also provide waieervices which cannot
be provided by the market, for instance in educatibe health care sys-
tem, culture or art. Driven by a social mission, ®KSintroduce their con-
cepts, strongly relying on donations to performirtteetivity. They also
obtain funds in the form of payments from privaterstitutional donors.
Growing social needs and changes in the governieptey aimed at
reducing social aid spending have put pressure ®@$to develop entre-
preneurial strategies to gain financial support. shpport their mission-
related work, these organizations work to achiegsmmoercial revenues
becoming more business-like (see King, 2017, pfi—280; Maieret al,
2016, pp. 64-86; Coule, 2015, pp. 75-97; Sand€$5,2pp. 205-222;
Carnocharet al, 2014, pp. 1014-1032; Dart, 2004, pp. 41-424haigh
scholars have theoretically explored this phenomera studied the influ-
ence of marketization on nonprofits’ activity inriaus contexts, there has
been little empirical examination of determinartsotigh which this mar-
ketization occurs. There is also little empiricaldence of significant dif-
ferences between organizations that undertake mdsssactivity: social
enterprises and those that do not run such aritgctiv

Therefore, this paper aims at establishing whetherfact that NGOs
conduct a business activity as an essential conditir their marketization
translates into differences in the way NGOs opeitd at showing which
of these have a significant impact on their madegton. To achieve this
aim, a one-factor analysis of variance (ANOVA) atdpwise backward
regression analysis were carried out. The authed usta obtained from
a representative sample of 3,800 Polish NGOs. itkeature review made
it possible to choose the factors of NGO's busitiéesapproach that other
researchers consider in their studies.

At its initial stage, the paper explains some keyiams related to the
marketization of NGOs and business-like approaelto8dly, it describes
research methodology, including data, researchaedsthnd a systematiza-
tion of selected features of NGOs and social entsg activity. Thirdly,
the paper analyzes differences in these areas &etamyanizations that
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perform and those that do not perform a businesgtgic Finally, it states
which of the features under scrutiny have a sigaift impact on the econ-
omization of NGOs. On this basis, the author dramsclusions and pre-
sents suggestions for further research.

Literature review

Maier et al (2016, p. 70) presented the first systematicditee review of
non-profit organizations becoming business-likee ($ggure 1). On the
basis of 599 sources, the authors state that gthonanprofit organizations
becoming business-like is a well-examined globanamenon, the field
remains hard to grasp because the considerable ramgd) complexity of
overlapping key concepts create major challengks.résearchers point to
a clear need for comprehensive studies to bettderstand inadequately
investigated issues of organizational structurespancesses, as well as the
effects of NPOs becoming business-like.

While reviewing the research literature devoteth®nonprofit market-
ization of NGOs, it is evident that the phenomeiwra process in which
NGOs, perceived as non-profit organizations, engagetivities that aim
to generate revenue from the sale of services evdlipts (see Han, 2017,
pp. 1209-1225; Stankiewicz & Seiler, 2013, pp. 3&5; Zielinska, 2011,
pp. 96-104; Simpson & Cheney, 2007, pp. 191-222t, 2804, pp. 41—
424; Eikenberry & Kluever, 2004, pp. 132-140; Saoml1993, pp. 29—
49). Calgskan and Callon (2009, p. 369) describe marketinaéi® a com-
plex process in which a precise description oftiestiwhich are marketized
is essential, as the latter are situated betweeimdividual and society.
According to Simpson and Cheney (2007, p. 191) keteration is a pro-
cess of penetrating an essentially market-typeioekship into arenas not
previously deemed part of the market; or as a usalaliscourse that per-
meates everyday discourses but goes largely unguoest It is, therefore,
an attempt on their part to adopt market behawordnducting a business
activity. In the same context, Eikenberry and Kere(2004, p. 132) write
that the nonprofit sector in the United Statem@easingly often undertak-
ing a business activity, adopting market values ewtdhods in the man-
agement process. Competition with for-profit pr@ril and availability of
funding might be examples of economic factors wihaffect marketization
(Maieret al, 2016, pp. 64-86).

The purpose of the marketization process is to mgéhdhe economic
stability of an organization by commercial salesaqdroduct, as well as by
becoming independent of funding based on donatwaigor philanthropy,
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and independent of changes taking place in the gesnent of the organi-
zation, stressing its resourcefulness and selfesefficy (Vacekovéet al.,
2017, pp. 2103-2123). This phenomenon, increasingticeable all over
the world, is a significant element of a socialremoy and social entrepre-
neurship. In a broader sense, it is a questionezomy the state’s social
policy and limited capability to finance entitidsraugh this policy. Hall
(2012, pp. 735) proves that the core of marketirais the involvement of
third-sector providers in a mixed economy of wedfarovision. The mar-
ketization of NGOs is also a response to an inangasumber of people
who need support, a more and more numerous groigsganizations
competing for funds to conduct their activity (Mi&zak, 2017a; p. 478;
Bruce & Chew, 2011, pp. 155-157).

The functioning of an organization that raises nyofnem philanthropy
or gains capital from public funds inevitably inves specific costs. Thus,
the effectiveness criterion appears, which is gfisorelated to the function-
ing of every entity. Indifference towards markejreils may lead to unde-
sirable consequences in both the financial stanalingmanagement issues.

Some researchers claim that conducting a businetegitya allows
NGOs to gain greater independence from public adtn&tion and philan-
thropy. This is because it allows them to raisedfunot only from their
own business activity, but also from investors qragtnership with a for-
profit entity (Geobey & Weber, 2013, pp. 124-13Hwever, Guo (2006,
pp. 123-138) proves that, although “higher levélseegenues from a com-
mercial activity can significantly contribute to asrganization’s self-
sufficiency, ability to attract and retain staffjdareputation, commercial
revenues do not make a significant contributiothoorganization’s ability
to attract donors and volunteers, mission, andicemdelivery, when the
effects of other variables are controlled for”.

Marcinkowska (2014, p. 59) writes about marketatof NGOs as
a “business way” in management, that is: raisirandards in planning,
organizing, motivating and controlling. As Stankiezvand Seiler (2013, p.
354) point out, it is important to take into accotire nature of a business-
like management system, which has a dual charas#evices-oriented on
the one hand, and fund-raising on the other. @8&h (2011, p. 96) ob-
serves that gaining a high efficiency of actingiohangeable environment
forces NGOs to accept a strategic orientation witosation and consistent
implementation in conditions of greater competitignexpected to “in-
crease development opportunities and create grdandaising funds and
also professionalization of services (...)"”. Researshindicate that the
crucial question whether nonprofit organizationsudtl, and indeed can,
use business-like approaches to better serve thiee good lies at the heart
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of nonprofit management studies (see e.g. Marciikee & Zukovskis,
2016, pp. 120-127).

The NGO sector itself appears to have embracedntdr&ed trend by
adopting more business-like orientation models lapdreating strategies
to promote a greater impact, efficiency, and actahility (Lindenberg,
2001, pp. 247-270). Business-like practices — @aglgoals, targets and
measurements — are part of a new way of managiofggsional-client
relations and managing professionals themselveag(Ki017, pp. 241—
260). Fowler (1997, p. 47-48) argues that it isrefore, critical that NGOs
retain the ability to adapt project goals and elqtéms, to embrace a cer-
tain level of uncertainty with regard to allowingegter flexibility in strate-
gic planning and evaluating project success. Ama@itis, p. 226) has
shown that success in empowerment strategies is likely if the time
horizon for intervention is a long-term strategy ahthe NGO has stable
and long-term sources of funding.

NGOs may perform their mission by concentratingmyabn serving
the interests of their members, people or instingiwith which they coop-
erate, and by meeting their different needs orticrgavork places for
them. They can also conduct their social missiaoufh offering their
services to other external benefit-takers or camldpe both goals (Mar-
tens, 2002, pp. 271-285). Markets are based on ettiop and on the
beneficial outcomes of self-interests. Under certainditions, cooperation
leads to more beneficial outcomes, even in markeirenments. This is
also applicable in the NGO field, where, for instanthe success of advo-
cacy campaigns is largely dependent on the efiectollaboration of dif-
ferent organizations. Cooperation is also an egprasof NGOs’ market-
ization. It is a relational construct that relied pnly on demands and con-
trol, but also on partnership and cooperation. Aemoarket-oriented breed
of donors is aware of the importance of a develogmeocess that is based
on an empowering business-like orientation of N&@Dd of the positive
effects that participatory planning and cooperatt@m have on project
success and target achievement.

The cooperation of NGOs may occur at differentesaand in different
forms. Studies on the subject point to both shemtatand long-term bene-
fits arising from cooperation (Rondinelli & Londo2003, pp. 61-76). For
instance, Hahn and Pinkse (2014, p. 141) demoasthat advantages of
relationships between corporations and NGOs, Igattinmore numerous
alliances between them. Cross-sectoral alliancesl@iined as partnerships
between for-profit and nonprofit entities, suchlasal and international
NGOs. It is increasingly believed that cooperasbould mean not “a sub-
contractor”, but a genuine partnership between rorgsions, based on
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mutual respect and acceptance of the independdramperating organi-
zations concerning their vision and approaches &Dal al, 2010, pp.

326—-342; Yaziji & Doh, 2009, pp. 96-104). In theogwss of nonprofit
marketization, organizations develop mutual retetiops on the basis of
the assumption that this cooperation may bring fisntr both parties

(Hwang & Powell, 2009, pp. 268—-298).

Carroll and Stater (2009, p. 964) prove that onehef conditions for
NGOs’ stable activity concerns access to divediBeurces of finance.
Carmin (2010, p. 186) argues that financial stibi$i of key importance to
NGOs, as it not only ensures support which enahldsisiness-oriented
activity, but also guarantees funds to employ warkpurchase equipment
and keep work places. At the same time, Froeli@%91p. 157) highlights
the fact that funding stability means not only NG@sinterrupted and
regular activity, but also their predictability aadility to formulate strate-
gies. The organization’s regular access to finagtgures its continuous
activity (Reilly, 2016, pp. 297-307). Research Bhswn that NGOs in-
creasing the diversification of revenues have angr market position
than those utilizing only a few revenue sourcesifikin & Keating, 2011,
pp. 151-164; Mikotajczak, 2018a, pp. 113-125). His tcontext, Hager
(2001, p. 378) acknowledged that revenue from comiadesales of prod-
ucts and services increases the probability ofrgarozation’s survival and
regular operation. At the same time, he proved ghlaigher level of reve-
nue concentration contributed to many organizatifailsire.

On the other hand, critics point out that insted@rsuring independ-
ence, prosperity and resilience, the businessiiilaglel orientation has
weakened nonprofit organizations and tightened igowent control over
them (Vacekoveet al, 2017, pp. 2103-2123; Eikenberry & Cluever, 2004,
pp. 132-140).

Discussions on the efficiency of NGOs' business-l&pproach often
deal with the issue of two opposite decision-makimagels in this respect.
One is democratic (participating), most frequentgd by charitable NGOs
operating in the social-care and poverty-prevensiector, and by environ-
mental organizations. The other model (autocrascnore individual,
based on a leader, and adopted by organizatiomsasuscientific or tech-
nical institutions, or by religious groups. Batral. (2005, p. 20) stress that
“[a] good leader is arguably one of the most pregitesources any organi-
zation, non-governmental or otherwise, can havefdrticular, the demo-
cratic management model is regarded as one of tst essential criteria
for specifying NGOs' activity in the form of socianterprises (Wry &
York, 2017, pp. 437-460; Mikotajczak, 2017b, pp53844).
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Several pieces of research suggest that a denmanafhagement style
is particularly suitable for NGOs, whose work inved the promotion of
participation and the empowerment of beneficiarlége more participative
and collective management model that many NGOsuseps shaped by
the collectivist nature of society found in muchtloé developing world. On
the other hand, the more autocratic approach addptendividual NGO
leaders is the product of the high-power distanogedsions common to
these cultures (Apostu, 2013, pp. 145-161).

Although Fowler (1997, p. 83) points out that tletigipatory approach
to management is necessary to increase flexildlity maintain the ability
to adapt to constantly changing realities, he cidimat the autocratic nature
of leadership in the NGO sector is a natural comeege of NGOs’ market-
ization. Eikenberry (2009, p. 584) even suggestseumter-democratic dis-
course that NGOs’ leaders might consider in theinking and practice.
Marcinkeviiite and Zukovskis (2016, p. 122) argue that NGOs' gana
ment style has visibly become similar to busindss+nanagement. Factors
influencing a management style depend on the masggersonal features,
personality traits, mental characteristics, levelintelligence, education,
competence, etc. Guo (2006, p. 135) even foundipestffects of the
commercial approach on the ability to attract astdin qualified staff.

The marketization of a social activity by a comnm@ractivity may ex-
ert distracting effects of business goals on thi@rhent of nonprofit mis-
sions. Much of the theoretical analysis and emgliniesearch on the busi-
ness-like imperative in nonprofit work highlightsrilict, dysfunction, and
mission drift (Sanders, 2015, pp. 205-222). Suersfenay be found in
papers by many researchers (Eikenberry, 2009, §p-596; King, 2017,
pp. 241-260). The majority of NGOs running a conuiaractivity are
financed, among others, from donors’ gifts (induatland corporate con-
tributions) (Mikotajczak, 2018b, pp. 761-779). Tietives behind private
donors’ generosity vary. NGOs’ efforts to meet nearfequirements may
restrict their organizational autonomy and leadriexpected compromises.
A lot depends on whether these are individual stitutional donors. Insti-
tutional donors often expect their donations toebeluated and expenses
documented, which should be seen positively. Orother hand, this type
of donors may limit NGOs’ freedom to form indepentl®pinions and
pursue their social mission (Ebrahim, 2003, pp-823).

Evanset al. (2005, p. 73) perceive nonprofit marketizationpast of
neoliberal governance. This model suffers frompgamdox of “centralized
decentralization”, which implies a compromise ofaomy and advocacy,
and a shift away from a community-oriented focugaas a business-like
model. An ethnographic study of a single U.S. nofiporganization car-
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ried out by Sanders (2015, pp. 205-222) demonstrtte key role of
communication in understanding the mission-marnesion.

Resear ch methodology

Data for the analyses were obtained from the Kimal Association,
which commissioned a survey on a representativepleaot 3,800 Polish
foundations and associations. The survey was ctoaduxry the Millward
Brown company in the third and fourth quarter ol20The research was
carried out on a random group of associations anddations drawn from
the REGON GUS register (Statisctics Poland) (uEBlegember 2014 data),
verified on the basis of information obtained fret¢éRS (National Court
Register) and data collected in the bazy.ngo.phoet The data concern-
ing associations and foundations were collectedhbgns of the interview
method, which used two research techniques: 1)52i@terviews were
carried out employing the CAPI technique (diredeiviews supported by
a computer, conducted by interviewers in an ar2a®25 interviews were
done applying the CAWI technique (an online survég)both cases, re-
spondents were people performing key functionéirtorganizations. The
data were collected in compliance with the secpayciple. As part of the
report, in the third quarter of 2014, 24 individiraldepth interviews were
conducted with NGO employees and leaders. From gntbe subjects
surveyed, the present author selected 412 org@mszatvhich perform
a business activity consisting of selling produatsl services, and 3,386
social-economy subjects which do not conduct sucacsivity.

To attain the paper’s goal of identifying the diffaces in the function-
ing of NGOs that conduct or do not conduct a bissinactivity, a one-
factor analysis of variance (ANOVA) was carried .ot this one-factor
variance analysis, distribution normality reseanads conducted with the
help of a Kotmogorow-Smirnow test. For those vaeabwhich did not
meet the distribution-normality criteria in the &is#s, a non-parametrical
Kruskal-Wallis test was carried out. To check tlssuaption of variance
homogeneity, a Brown-Forsyth (B-F) test was pertmtndue to unequal
group sizes (NGOs performing and not performingisiriess activity) (see
e.g. Kolobaet al., 2016; Leunget al., 2019; Malska 2016; Yazieit al.,
2016; Gamage & Weerahandi, 1998). In the casesewtler variance-
homogeneity criterion was met, an F-test was caieduto assess the dif-
ferences. In other cases, a Welch test was employedhluate the averag-
es. Dichotomic variables include social enterprimed NGOs that are not
involved in a business activity. At the same tinbependent variables were
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selected on the basis of the literature review. ddepnt variables were
marked from M1 to M10, characterizing the functimpiof NGOs on
a five-degree scale (Mircioiu & Atkinson, 2017, pp-12; Chan &
Walmslay, 1997, pp. 1755-1761; McCrum-Gardner, 2p080).

Analysis of variance (ANOVA) is a statistical methosed to study ob-
servations that depend on one or more simultangaystrating factors.
This method identifies the factors that can bediese of differences be-
tween the group means observed. It is necessamgimate significant dif-
ferences between NGOs operating as social entespaisd NGOs not per-
forming a business activity. Such knowledge is ipaldrly important for
managing the NGOs that operate as social entesprise

The first area of research refers to NGOs' develqal plans. The re-
sult of the analysis will constitute an answer he fjuestion of whether
conducting a business activity creates significdifferences for imple-
menting a long-term strategy (M1). On a scale frbmo 5, level 1 means
that an organization has development plans antkgtes for several years
ahead, while level 5 refers to organizations wtsoh not concerned about
future conditions and act according to the “herg mow” rule. Implement-
ing plans will also mean profit and cost planninighim future years’ per-
spective (M2). Level 1 on a five-degree scale meghatthe organizations
surveyed definitely plan their profits and costs Be other hand, level 5
stands for NGOs’ extempore activity: they systeoadly analyze their
needs and capability without planning their budgeexpenditure in ad-
vance.

Another of the selected areas refers to NGO’s catioe with com-
mercial entities and opening to beneficiaries, Whidicates the level of an
organization’s openness to benefit-takers fromidat#s structure on the
one hand, and cooperation with for-profit subjextghe other. An organi-
zation’s openness level was also presented oneadfigree scale. The
higher the scale level, the more the organizatiomcentrates on meeting
the needs of external people (M3). Variable M4 shdiae frequency of
business contacts. The level of these relationskigsesented on a five-
degree scale, where level 1 means lack of busiedstionships, and level
5 — frequent and regular contact.

The next area of an organization’s activity reterstability and regular-
ity of NGOs’ activity. For this reason, anotheriahte (M5) shows access
to finance, where level 1 means permanent sourfd@samce, while level 5
— an entire lack of permanent funding. Variable t&&cribes the level of
regularity of activity, with level 1 indicating aactivity conducted on a
daily basis during working hours, and level 5 —aativity performed sev-
eral times a year or even less frequently.
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In the non-governmental activity area related toaggment style and
employment, another variable, called “managemeyle’stwas accepted
where, on a five-degree scale, 1 stands for a eresp management model
(autocratic style), and 5 — a participating onenfderatic style) (M7).
This is complemented by variable M8, which desajlmn a scale from 1
to 5, the level of work flexibility, where 1 indites particular working
hours during which employees perform their dutvesile 5 means a flexi-
ble way of setting up their working time.

Another variable was adopted, one that reflectsativeety of some re-
searchers pointing to corrosion of the mission gwim NGOs’ marketiza-
tion (M9). Level 1 means that an organization’s siie has not been
changed since its establishment; on the other Hawel, 5 indicates that the
organization has undergone numerous transformations

Variable M10 defines the level of NGOs' actions rggiadjusted to
sponsors’ changing interests, where level 1 meansfrequent changes in
the policy direction, and level 5 — no change ifTible 1).

Another research goal concentrates on stating whitors presented in
Table 1 are significant and determine the condgabina business activity.
The research aim was not to show (all) the majotofs; it only made it
possible to choose from the analyzed M1-M10, whiadeed influence
NGOs’ marketization. To do so, the author reliedaostepwise backward
regression analysis. To evaluate the significaridenear multiple regres-
sion, an F-test was used. A model adjustment walsated on the basis of
the corrected R2 value. To evaluate dependence,famultiple regression
rate R and slopes of significant variables weral#sthed. While verifying
the correctness of the model, an analysis of ttimearity of explanatory
variables was also carried out, the effect of whichxpressed by the VIF
factor (variance of inflation factor).

Results

To identify differences in the functioning of sdo@mterprises or NGOs not
performing a business activity, a one-factor anslg§ variance (ANOVA)

was carried out. During the first stage, distribnthormality research was
conducted for all dependent variables, with a lesfep<0.01 reached in
a Kotmogorow-Smirnow test, which gave grounds &ecting the hypoth-
esis about the distribution normality of the valésbtested. As the condi-
tion of distribution normality for dependent vadied was not met, a non-
parametrical Kruskal-Wallis test was employed tonpare the average
survey values. For the Kruskal-Wallis test, theeleaf variables’ signifi-
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cance from M1 to M10, except for M4 and M7, was enadhan p=0.05,

so grounds were given for rejecting the assumpaiothe lack of signifi-

cant differences among average results between N@&sperform and
those that do not perform a business activity. therKruskal-Wallis test,
the level of variables’ significance M4 and M7 wagher than p=0.05, so
no grounds were given for rejecting the assumptibthe lack of signifi-

cant differences among average results between NEDsonduct (social
enterprises) and those that do not conduct a ssagivity.

To check the assumption of variance homogeneBypavn-Forsyth test
was used because of unequal group sizes (412 N@@sicting a business
activity (social enterprises) and 3,386 not doing data shortages were
tackled by not including the NGOs concerned inahalysis) (see Table 2).

The assumption of variance homogeneity was metvéoiables M3,
M4, M5, M7, and M10. The test result indicated sade homogeneity of
variables in both NGO groups — those that perfona #hose that do not
perform a business activity (p>0.05). Thereforegtaluate averages, an F-
test was used. Since in the case of variables M2, W6, and M9 the test
result showed lack of variance homogeneity in bgtbups (p<0.05),
a Welch test was employed to evaluate averages.v@iiance analysis
showed statistically significant differences in thay NGOs performing or
not performing a business activity act for varigbldl, M2, M3, M5, M6,
M8, M9, and M10. For variables M4 and M7, there apesignificant dif-
ferences between the NGO groups (see Table 3).

To establish which factors presented in Table Isayeificant, influenc-
ing marketization, a stepwise backward regressias wearried out. Ten
variables were adopted to the model (M1-M10) (TdBleHowever, four of
them were removed from it, because they turnedmbie statistically in-
significant (p>0.05). Finally, the model consisigdsix variables. The fit
between the obtained model and the data was adsegsaeans of the F
test. The risk of a 5% error of inference and thsoaiated significance
level of p <0.05, indicating the existence of statally significant depend-
encies, were assumed. While verifying the corresstred the model, a col-
linearity analysis of explanatory variables wa® glerformed, the effect of
which is expressed by the VIF factor (varianceatidin factor). The values
assumed by the indicator can be interpreted aewsll(Larose 2008, p.
125):

- VIF>10 refers to independent variables’ strong collittga
- the coefficient of 8VIF<10 means moderate collinearity,
- VIF<5 means the lack of explanatory variables’icelhrity.

The model turned out to be statistically significdiValue = 40.29; p =

0.00. Parameters of the obtained variables thattfiie commercialization
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of NGOs — values of directional coefficients, pues, and the VIF coeffi-
cient — are presented in Table 4.

As part of the model, six variables were selectéti veference to the
commercialization of NGOs: (M1) (p=0.002), (M3) (@603), (M4)
(p=0.039), (M5) (p=0.000), (M6) (p=0.000) and (M@F0.001) (their p
values are less than 0.05). With the exception 8f 8l the coefficients are
positively correlated with the marketization of N&ollinearity analysis
suggested the lack of the problem of correlatimppendent variableThe
VIF factor for variables is as follows: M1(1.07),3{1.04); M4(1.02); M5(1.04);
M6(1.20)andMm8(3.43)— FIV for M1-M2is lower than 5. Therefore, lineari-
ty of explanatory variables is rejected (see Tal)leAs a result, the model is
described by the following formula:

M= 01204+ 0.01038M1 + 0.01007M3 + .
0.00893M4 +0.01798M5+ 0.02890M6- 0.01467Mg )

where:

M: marketization of NGOs,

M1: Having development plans, strategies,
M3: Activity within or/and outside its structure,
M4: Business cooperation,

M5: Stability of financial-support sources,

M6: Regularity of activity,

M8: Work flexibility.

The stepwise backward regression analysis revehidactors which
significantly determine NGOs’ marketization (whighnerates commercial
revenue) are action plans and strategies for seyeaas. Moreover, a sig-
nificant impact on funding an activity through anooercial sale of ser-
vices and products is exerted by the fact thatrdityeacts in favor of ex-
ternal benefit takers, thereby going beyond anviagtoriented only to-
wards its own members. Another significant deteemtrof NGOs’ market-
ization is the establishment of close cooperatind eelations with busi-
ness, as well as lack of permanent sources of dmaA significant fre-
guency of NGOs'’ activity, reflected in the organiaas’ regular function-
ing along with working-time flexibility, also has @nsiderable influence
on NGOs' decision to undertake a business activity
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Discussion

In Poland, as in many other countries, there ikegal definition of a social
enterprise. The most numerous forms of social prngas include social
cooperatives and non-governmental organizationfoqmeing a business
activity undertaken in the process of non-profit&rketization. Thus, so-
cial enterprises are usually understood as thosertaking commercial
activities. NGOs' marketization refers to the admptof market practices
with the aim of generating a greater efficiencyeetiveness and respon-
siveness of public services.

So far, research on social enterprises has notiqadvample infor-
mation about the characteristics of NGOs that dater their marketiza-
tion. Young and Salamon (2002, pp. 433) identifyesal explanations of
the entrepreneurial approach, including increasechathd for services,
greater willingness by corporations to collaboratgh nonprofits, in-
creased demands for accountability, and increaseybetition.This article
confirms the researcher’s findings regarding coafp@n with other entities,
while clarifying that this applies to commerciakeprises.

The author has stated that stability of financigdmort has a significant
impact on NGOs’ marketization. This result is clésd_eRoux’s (2005, p.
358) statement proving that government fundingpsicularly significant
factor in driving nonprofits’ entrepreneurial adgties. Sanders (2015, p.
129) points out that an organization’s outcomeshss years of operation,
the number of employees or the annual budget, havenpact on the ex-
tent to which a nonprofit is commercialized. Thiayrexplain the conclu-
sion drawn from the present study that having dmraknt plans and strat-
egies stimulates NGOs’ activity.

Extensive research has been conducted into theeqoesces of non-
profits’ marketization (Eikenberry & Cluever 2004p. 132—-140), the im-
pact of marketization on mission implementatione(dtacekovéet al.,
2017, pp. 2103-2123; Sanders & McClellan, 2014, @®-89) These
statements should be taken into consideration wdgkessing the conse-
guences of a social organization in Poland adop#intbeing-like” ap-
proach.

The study of the current state of literature heebed the author to se-
lect and, at the same time, narrow down his sdarctne analyzed features
of organizations most often discussed in the liteeadevoted to NGOs’
marketization. For the ongoing discussion on NGOsSiness-like ap-
proach, it was also crucial to point to significdifferences between social
enterprises and NGOs not conducting a businesdtgctuch an approach
may prove to be essential for further researchrderoto avoid difficulty in
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qualifying the entities studied and, consequeritlyinterpreting research
data. The author is aware that, in this study,itivestigated features of
NGOs operating as social enterprises do not catestin entire spectrum
of the distinguishing business-like approach. Meegpthe selected and
investigated determinants of marketizing NGOs'\aistido not constitute
all the causes of these organizations’ marketimgtimcess, as indicated by
the ratio-corrected determination of 7.64%. Redeanto the factors of
NGOs’ marketization is constantly evolving. In thérnational discussion
on the subject, market factors are being explonedni attempt to at least
partially explain this phenomenon. The present@utiointed to this in the
literature review. Though not fully explaining tpeenomenon of market-
ization, the results of the present study are pad clear and significant
research trend devoted to nonprofits, and as suahsarve as an inspira-
tion for further research in the field.

Conclusions

The pressure to be more business-like is a phenmmeaocurring within
NGOs that is causing significant changes in the Waynonprofit sector
operates to become more marketized. As a resulhisfprocess, social
enterprises are developing. Social organizatiomPpring a business ac-
tivity and operating as social enterprises haveenumfinite strategies and
plans for development; they also calculate thereneie and expenditure
more thoroughly. These NGOs also operate more adgudemonstrating
greater working-time flexibility. Additionally, the open themselves to
external recipients, and have less diversified cgiof financial support.
There are, however, no significant differences ketwthe two analyzed
NGO groups in terms of their cooperation with bess Nor does empiri-
cal analysis confirm any significant differenceghviespect to the man-
agement style, that is, one of more or less dertioaharacter. The empir-
ical analysis confirms that NGOs, as social enteggrgaining profits from
a commercial activity, more often change a soci@sin. On the other
hand, they less frequently adjust the directiotthefr operation to donors’
interests. This probably results from the extraaspmities to gain funds
thanks to a business activity. The factors sigaiftty determining NGOs’
marketization include action strategies for seveealrs, activity in favor of
external benefit takers, close business cooperal@mk of permanent fi-
nancing sources, and regular activity combined fléxible working time.
Knowing what factors could affect nonprofits’ matikation has signif-
icant practical implications. It can inform policyakers, but it is equally
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important for nonprofits’ managers. Such knowletgerucial for a healthy

development of NGOs operating or intending to bvaas social enter-

prises. This study should be particularly usefuliinlerstanding the factors
that NGO managers should consider if they intenchd@e conscious deci-
sions about the direction of their organizatioresselopment.

The present author is aware that the investigagatlifes of those NGOs
that conduct or do not conduct an economic actiglitynot constitute an
entire spectrum of the distinguishing charactesstif the two groups of
entities. Additionally, the selected and investightdeterminants of the
marketization of NGOs' activity do not constitutlk e causes of these
organizations’ marketization process. Further eirgliinvestigation might
extend and refine this author’'s theoretical expiana, or provide addi-
tional empirical evidence. Efforts are needed teaade knowledge about
less thoroughly understood issues of organizatistmattures and manage-
rial processes. Limitations of this study pointthe need for further re-
search to provide additional empirical evidencettad business-like ap-
proach. Finally, further research efforts are ndeidediscover other signif-
icant determinants of NGO’s marketization, as vasllto tackle other, less
thoroughly understood, issues related to the éffemess of NGOs becom-
ing social enterprises.

References

Amagoh, F. (2015). Improving the credibility andfeetiveness of non-
governmental organizationsProgress in Development Studi€ly(3). doi:
10.1177%2F1464993415578979.

Apostu, D. C. (2013). Non-governmental organizatieadership and develop-
ment. A review of the literaturdlanager 17.

Barr, A., Fafchamps, M., & Owens, T. (2005). Thevgmance of non-
governmental organizations in Ugand#/orld Development 33(4). doi:
10.1016/j.worlddev.2004.09.010.

Bruce, I., & Chew, C. (2011). Debate: the markeiiraof the voluntary sector.
Public Money and Managemetl(3). doi: 10.1080/09540962.2011.573216.

Caliskan, K., & Callon, M. (2009). Economization, partshifting attention from
the economy towards processes of economizaoonomy and Societ$8(3).
doi: 10.1080/03085140903020580.

Carmin, J. (2010). NGO capacity and environmentalegnance in Central and
Eastern Europeicta Politica 45(1-2). doi: 10.1057/ap.2009.21.

Carnochan, S., Samples, M., Myers, M., & Austin, M.(2014). Performance
measurement challenges in nonprofit human serviganizations.Nonprofit
and Voluntary Sector Quarterl43. doi: 10.1177/0899764013508009.

551



OeconomiaCopernicanal((3), 537-559

Carroll, D. A., & Stater, K. J. (2009). Revenueafsification in nonprofit organi-
zations: does it lead to financial stability@urnal of Public Administration Re-
search and Theory.9(4). doi: 10.1093/jopart/mun025.

Chan, Y., & Walmsley, R. P. (1997). Learning andienstanding the Kruskal-
Wallis One-way analysis-of-variance by-ranks testdifferences among three
or more independent groupBhysical Theraphy77. doi: 10.1093/ptj/77.12.
1755.

Coule, T. M. (2015). Nonprofit governance and actahility: broadening the
theoretical perspectivaNonprofit and Voluntary Sector Quarterli¢4. doi:
10.1177/0899764013503906.

Dahan, N. M., Doh, J. P., Oetzel, J., & Yaziji, (4010). Corporate-NGO collabo-
ration: co-creating new business models for devetppnarketslLong Range
Planning 43(2). doi: 10.1016/j.Irp.2009.11.003.

Dart, R. (2004). The legitimacy of social entererislonprofit Management and
Leadership14(4). doi: 10.1002/nml.43.

Ebrahim, A. (2003). Accountability in practice: nhanisms for NGOsWorld
Development31 doi: 10.1016/S0305-750X(03)00014-7.

Eikenberry, A. M. (2009). Refusing the market: anderatic discourse for volun-
tary and nonprofit organizationsonprofit and Voluntary Sector Quarter8.
doi: 10.1177/0899764009333686.

Eikenberry, A. M., & Kluever, J. D. (2004). The rketization of the nonprofit
sector: civil society at riskPublic Administration Reviev64(2). doi: 10.1111/
j-1540-6210.2004.00355.

Evans, B., Richmond, T., & Shields, J. (2005). &urting neoliberal governance:
the nonprofit sector, emerging new modes of corara the marketisation of
service delivery. Policy and Society 24(1). doi: 10.1016/S1449-
4035(05)70050-3.

Fowler, A. (1997).Striking a balance: a guide to enhancing the effectess of
NGOs in international developmemindon: Earthscan.

Froelich, K. A. (1999). Diversification of revenwugrategies: evolving resource
dependence in nonprofit organizatiohsnprofit and Voluntary Sector Quar-
terly, 28(3). doi: 10.1177/0899764099283002.

Frumkin, P., & Keating, E. K. (2011). Diversificati reconsidered: the risks and
rewards of revenue concentraticlournal of Social Entrepreneurshi@(2).
doi: 10.1080/19420676.2011.614630.

Gamage, J., Weerahandi, S. (1998). Size performah@®me tests in one-way
anova.Communications in  Statistics - Simulation and Cotapu
tion, 27(3). doi: 10.1080/03610919808813500.

Geobey, S., & Weber, O., (2013). Lessons in opmmatizing social finance: the
case of Vancouver City Savings Credit Unidaurnal of Sustainable Finance
& Investment3(2). doi: 10.1080/20430795.2013.776259.

Guo, B. (2006). Charity for profit? Exploring facsoassociated with the commer-
cialization of human service nonprofitdonprofit and Voluntary Sector Quar-
terly, 35(1). doi: 10.1177/0899764001302010.

552



OeconomiaCopernicanal((3), 537-559

Hager, M. (2001). Financial vulnerability amongsadrganizations: a test of the
Tuckman-Chang measuradonprofit and Voluntary Sector Quarterlg0(2).
doi: 10.1177/0899764005282482.

Hahn, T., & Pinkse, J. (2014). Private environmegtaernance through cross-
sector partnerships: tensions between competitioneffectivenesOrganiza-
tion & Environment27(2). doi: 10.1177/1086026614530996.

Hall, K., Alcock, P., & Millar, R. (2012). Start ugpnd sustainability: marketisation
and the social enterprise investment fund in Erjldaurnal of Social Policy
41(4). doi: 10.1017/S0047279412000347.

Han, J. (2017). Social marketisation and polidiuence of third sector organisa-
tions: evidence from the UR/oluntas International Journal of Voluntary and
Nonprofit Organizations28(3). doi: 10.1007/s11266-017-9853-1.

Hwang, H., & Powell, W. W. (2009). The rationalimat of charity: the influences
of professionalism in the nonprofit sect@kdministrative Science Quarter-
ly, 54(2). doi: 10.2189/asqu.2009.54.2.268.

King, D. (2017). Becoming business-like: governithg nonprofit professional.
Nonprofit and Voluntary Sector Quarterlyt6(2). doi: 10.1177/08997640
16663321.

Larose, D. T. (2008Methods and models of data miningarszawa: PWN. doi:
10.1002/0471756482.

LeRoux, K. M. (2005). What drives nonprofit entrepeurship? A look at budget
trends of metro Detroit social service agencikesierican Review of Public
Administration 35. doi: 10.1177%2F0275074005278813.

Leung, S., Mo, P., Ling, H., Chandra, Y., & Sum H®, (2019). Enhancing the
competitiveness and sustainability of social entsgs in Hong Kong: a three-
dimensional analysisChina Journal of Accounting Research (22 doi:
10.1016/j.cjar.2019.03.002.

Lindenberg, M. (2001). Are we at the cutting edgehe blunt edge? Improving
NGO organizational performance with private andljpubector strategic man-
agement frameworksNonprofit Management and Leadershipl(3). doi:
10.1002/nml.11302.

Maier, F., Meyer, M., & Steinbereithner, M. (2018)onprofit organizations be-
coming business-like a systematic revieMonprofit and Voluntary Sector
Quarterly, 45(1). doi: 10.1177%2F0899764014561796.

Malska, W. (2016). The use of Levene's test andvBrBorsythe test in studies of
homogeneity of varianceEdukacja — Technika — Informatykd(18). doi:
10.15584/eti.2016.4.48.

Marcinkeviiite, L., & Zukovskis, J. (2016). Factors shaping mamagnt style of
a manager: a case study of kaunas district nonrgoental organisations.
Economics2.

Marciszewska, A. (2014). Profesionalization of mofit organizations manage-
ment.Organizations andManagement, 4

Martens, K. (2002). Mission impossible? Definingigovernmental organizations.
Voluntas, International Journal of Voluntary and mywofit Organizations
13(3). doi:10.1023/A: 1020341526691.

553



OeconomiaCopernicanal((3), 537-559

McCrum-Gardner, E. (2008). Which is the correctisti@al test to useBritish
Journal of Oral and Maxillofacial Surgery, 46loi: 10.1016/j.bjoms.2007.
09.002.

Mikotajczak, P. (2017a)Sources and instruments of financial support faziao
enterprisesPozna: UEP.

Mikotajczak, P. (2017b). Importance of funding stes to the scale of activity of
social enterprisesFinanse, Rynki Finansowe, Ubezpieczend488). doi:
10.18276/frfu.2017.88/2-14.

Mikotajczak, P. (2018a). Sources of funding anderaies of social enterprises in
Poland in comparison to selected European coungies world-wide.Safe
Bank 2(71). doi: 10.26.354/bb.6.2.71.2018.

Mikotajczak, P. (2018b). The impact of the diverstion of revenues on NGOs’
commercialization: evidence from Polafayuilibrium. Quarterly Journal of
Economics and Economic Policy,(4R doi: 10.24136/eq.2018.037.

Mircioiu, C., & Atkinson, J. A. (2017). Comparisoof parametric and non-
parametric methods applied to a Likert scébarmacy 5(26). doi: 10.3390/
pharmacy5020026.

Reilly, T. (2016). Are social enterprises viable dats for funding nonprofits?
Human service organizations managemeatadership and Governancé(4).
doi: 10.1080/23303131.2016.1165047.

Rondinelli, D. A., & London, T. (2003). How corpdi@ans and environmental
groups cooperate: assessing cross-sector alli@mzesollaborationsAcademy
of Management Executivé7(1). doi: 10.5465/ame.2003.9474812.

Salamon, L. M. (1987). Of market failure, voluntdaflure, and third-party gov-
ernment: the theory of government nonprofit relagion the modern welfare
state. Journal of Voluntary Action & Research6. doi: 10.1177/08997
6408701600104.

Simpson, M., & Cheney, G. (2007). Marketizationttiggpation, and communica-
tion within New Zealand retirement villages: aicat-rhetorical and discursive
analysisDiscourse & Communicatiqri(2). doi: 10.1177/1750481307076006.

Stankiewicz, J., & Seiler, B. (2013). The professilization of nongovernmental
organizations as a factor of their succ@sszzdzanie i Finansg4(2).

Sanders, M. L. (2015). Being nonprofit-like in a ket economy: understanding
the mission- market tension in nonprofit organiziNgnprofit and Voluntary
Sector Quarterly44. doi: 10.1177/0899764013508606.

Sanders, M. L., & McClellan, J. G. (2014). Beingsimess-like while pursuing
a social mission: acknowledging the inherent tamsio US nonprofit organiz-
ing. Organization, 2{1). doi: 10.1177/1350508412464894.

Vacekova, G., Valentinov, V., & Nemec, J. (2017ktinking non-profit com-
mercialization: the case of the Czech Repubimuntas International Journal
of Voluntary and Nonprofit Organization28(5). doi:10.1007/s11266-016-
9772-6.

Wry, T., & York, J. G. (2017). An identity-based papach to social enterprise.
Academy of Management Review3}2doi: 10.5465/amr.2013.0506.

554



OeconomiaCopernicanal((3), 537-559

Yazici, K., Uslu, S., & Arik, S. (2016). The inviggttion of the social entrepre-
neurship characteristics of social studies preiserteachersCogent Educa-
tion, 31). doi: 10.1080/2331186X.2016.1141455.

Yaziji, M., & Doh, J. (2009)NGOs and corporations: conflict and collaboration
Cambridge University Press. doi: 10.1017/CBO978626Y08.

Young, D., & Salamon, L. M. (2002). Commercialipatj social ventures, and for-
profit competition. In L. M. Salamon (Ed.The state of nonprofit America
Washington DC: Brookings Institution.

Zielinska, A. (2011). Management strategies for non-gowental organizations.
Master of Business Administratioh

555



Annex

Table 1. Variables examined

NGO conducts/does not conduct a business activity (dichotomic variable, grouping)
Dependent variables (from M1 to M 10)
Markson ascalefrom1to5
M1 Having development plans, strategies
(1 - yes, for a few years ahead, 5 - definitely) not
M2 Detailed revenue and expenditure planning
(1 - definitely yes, 5 - definitely not)
M3 Activity within or/and outside its structure
(1 - only within, 5 - only outside)
M4 Business cooperation
(1 - lack of contact, 5 - frequent and regular eotjt
M5 Stability of financial-support sources
(1 - very stable, 5 - not stable at all)
M6 Regularity of activity
(1 - every day on week days within working hours gfew times a year or less frequently)
M7 Management style
(1 - autocratic, 5 - democratic)
M8 Work flexibility
(1 - fixed working hours, 5 - flexible working time
M9 Mission variability
(1 - lack of changes, 5 - numerous changes)
M10 Adjusting policy directions to donors’ changimgerests
(1 - very frequent changes in policy directions &k of changes in policy directions)

Table 2. Kruksal-Walis and Brown-Forsythe test results

P
Variable KW BE

M1: Having development plans, strategies 0.00 0.01
M2: Detailed revenue and expenditure planning 0.01 0.00
M3: Activity within or/and outside its structure 00. 0.13
M4: Business cooperation 0.32 0.58
M5: Stability of financial-support sources 0.00 D.2
M6: Regularity of activity 0.00 0.00
M7: Management style 0.46 0.92
M8: Work flexibility 0.00 0.01
M9: Mission variability 0.00 0.01
M10: Adjusting policy directions to donors’ changimterests 0.00 0.51

Source: own elaboration and analysis on the bakis survey data of Klon/Jawor
association research o@dndition of the third sector in Poland in 2015"; calculations run in
STATSTICA 12.
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Table 4. Parameters of independent variables of the steplaskward regression
model

Independent Variable Coef SE Coef  T-Value P-Value VIF
Constant 0.1204 0.0205 5.86 0.000 -
M1: Having development plans, strategic 0.01038 0.00340 3.05 0.002 1.07
M3: Activity within or/and outside its 0.01007 0.00338 2.98 0.003 1.04
structure

M4: Business cooperation 0.00893 0.00433 2.06 0.039 1.02
M5: Stability of financial-support sources 0.01798 0.00305 5.90 0.000 1.04
M6: Regularity of activity 0.02890 0.00385 7.50 0.000 1.20

M8: Work flexibility 0.00460 -3.19 0.001 3.43

0.01467

S R-sq R- R-
sq(adj) sq(pred)
0.298900 7.84% 7.64% 7.33%

Saurce: own elaboration and analysis on the base safrvey data of Klon/Jawor association research
on "Condition of the third sector in Poland in 2015"; calculations run in Minitab 18.
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