
Cross-sector Collaboration for Social Value: Governance 
Framework for Community-Social Enterprise Partnerships 

Abstract 
This paper explores collaborative societal 
governance by developing a theoretical framework 
for resource governance in partnerships between 
social enterprises and beneficiary communities. 
While the social benefits of such partnerships are 
well documented and include critical social value 
outcomes, such as leveraging community 
knowledge, promoting community empowerment 
and increasing the capacity of the social enterprise 
to scale, much less is known about the collaborative 
governance arrangements that might best promote 
creation of social value. We argue that social value 
creation will be greatest when the ownership and 
control of key resources take into consideration the 
communities’ perceptions of social value and 
consensus concerning the use of these resources. 
Using these characteristics, we develop a framework 
and propose optimal resource governance structure 
between the social enterprise and beneficiary 
communities to enhance social value creation in 
developing countries. We explore the implications 
of this theoretical framework for value creation 
within cross-sector social partnerships. 

Keywords: cross-sector social partnership, social 
value creation, resource governance, property rights, 
agency theory, ability and willingness perspective 

Introduction 
A cross-sector partnership describes the 
collaboration between actors from two or more 
sectors towards common social or environmental 
goals (Clarke & Crane, 2018; Seitanidi, Henriques, 
Lüdeke-Freund, & Pedersen, 2021). Cross-sector 
social partnerships are an important means of social 
value creation and community development (Austin, 
2000; Austin & Seitanidi, 2012, 2014; Selsky & 
Parker, 2005). In developing countries with limited 
resources, the cross-sector partnership between 
communities and organizations is essential for social 
value creation (Ismail & Johnson, 2021; 
Koschmann, Kuhn, & Pfarrer, 2012; Waddock, 
1988). Although the benefits of community–
organization collaboration are well documented (de 
Bruin, Shaw, & Lewis, 2017; Di Domenico, Haugh, 
& Tracey, 2010), managing such cross-sector 
partnerships is challenging (Vurro, Dacin, & Perrini, 
2010; Xue, Temeljotov-Salaj, Engebø, & Lohne, 
2020). One of the challenges that have received 
limited attention is the governance of key resources 
within the beneficiary community and social 
enterprise partnerships (Cornelius & Wallace, 2010; 
Rivera-Santos & Rufín, 2010). Our study addresses 
this gap by developing a framework suggesting 

social enterprises optimal resource governance 
mechanisms based on community characteristics 
during the formulation of partnership with 
beneficiary communities to enhance social value 
creation.  

Social enterprises are ventures with hybrid 
objectives as they emphasize both social value 
creation as well as economic sustainability by 
generating at least a part of their income from 
market transactions, such as trading (Haugh, 2007; 
Santos, 2012). In developing economies, these 
social enterprises operate in highly resource-
constrained environments with limited support from 
other sectors, including the government (Ismail & 
Johnson, 2021). The lack of resources limits the 
ability of social enterprises to own and control key 
resources across multiple activities or multiple 
communities they intend to serve and create social 
value (Ciambotti & Pedrini, 2021). Therefore, these 
social enterprises collaborate with the communities 
and focus on empowering them to invest in 
ownership and control of key resources for social 
value creation in their communities.  

Community refers to a group of people 
with shared geographic, cultural, ethnic, and other 
shared relational characteristics (Peredo & 
Chrisman, 2006; Xue et al., 2020). They are not 
initially defined by shared organizational goals, and 
social enterprises have to engage with influential 
members of the community to promote cooperation 
and help achieve community engagement over time 
(Esmaeilpoorarabi, Yigitcanlar, Kamruzzaman, & 
Guaralda, 2020; Peredo & Chrisman, 2006). In 
some cases, a community might lack the 
ability and willingness to own and control key 
resources for social value creation. In such 
cases, the social enterprise may temporarily own 
and/or control key resources and facilitate 
communities to organize and develop adequate 
capabilities. However, as communities 
achieve adequate ability and willingness to 
own and control key resources, they can take these 
responsibilities. Social enterprise can free their 
resource to be used in other communities or 
activities, helping them scale their operations 
further. As a community’s ability and willingness 
can vary significantly, at the partnership formation 
stage, the social enterprise should engage in a 
resource governance mechanism that aligns well 
with community characteristics to maximize social 
value creation.  

Our study draws on property rights theory 
(Grossman & Hart, 1986; Hart & Moore, 1990), to 
argue that community ownership and control of key 
resources enhances community engagement leading 
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to social value creation. Then, we use willingness 
and ability perspective (Chrisman, Chua, De 
Massis, Frattini, & Wright, 2015; De Massis, 
Kotlar, Chua, & Chrisman, 2014) to identify 
perceived value and consensus as two 
important community characteristics that 
influence the impact of community ownership 
and control of key resources on social value 
creation. Next, we develop a framework 
delimiting four possible conditions based on 
beneficiary community characteristics in the 
context of a developing country and suggest 
optimal governance mechanisms for each of these 
conditions for social value creation. Finally, we 
discuss practical cases from India, a developing 
country with increasing community-social 
enterprise partnerships, to illustrate the workings of 
our framework and its contribution to theory and 
practice. 

Theoretical Background and Proposition Cross-
sector social partnerships and resource 
governance for social welfare 
Cross-sector partnerships and their importance for 
social value creation and sustainable development 
have significantly increased in recent years 
(Seitanidi et al., 2021). Beneficiary communities not 
only receive the benefits from the social value 
created but are also important actors in the value 
creation process (Keith, 2015; Peredo & Chrisman, 
2006). In developing countries with high resource-
constrained environments, partnerships between 
enterprises with social goals and communities are 
especially important (Gray & Stites, 2013; Ismail & 
Johnson, 2021; Koschmann et al., 2012). 
Community brings local knowledge and support 
systems critical for creating and sustaining social 
value in such partnerships (Peredo & Chrisman, 
2006; Seelos & Mair, 2005; Waddock, 1988). 
Working in collaboration with social enterprise 
might encourage and equip the communities to even 
own and control key resources for social value 
creation (Billett & Seddon, 2004; Seddon, Billett, & 
Clemans, 2005). However, engagement of partners 
and governance of key resources are critical to the 
success of social value outcomes in these 
collaborations (Billett & Seddon, 2004). Compared 
to other cross-sector collaborations, complexity and 
challenges for community-social enterprise 
partnerships are even higher as the community 
represents a group of people with different 
intentions rather than an individual entity (Peredo & 
Chrisman, 2006; Xue et al., 2020). One way to 
manage these challenges is by adopting an adequate 
governance mechanism highlighting the rules and 
responsibilities of each partner, enhancing the 
coordination and interaction between cross-sector 
partners (Williamson, 1991). An adequate 
governance mechanism increases community 
involvement, collective empowerment, and goal 

fulfillment in social partnerships (Sanchez‐
Youngman et al., 2021).  

Ownership and control are two key 
dimensions of resource governance (Crane, 2010). 
Property rights theory (Grossman & Hart, 1986; 
Hart & Moore, 1990) explores the consequences of 
ownership and control of key resources. 
Stakeholders with ownership and control rights over 
key resources have the power to make critical 
decisions about their use, thus controlling how and 
what social value is created. Ownership and control 
also influence stakeholder maintenance of and 
investment in key resources as well as the 
development of corollary assets or skills for their 
effective use (Hart & Moore, 1990). Furthermore, 
ownership and control also help the actors to 
determine and limit their losses as unexpected 
contingencies arise (Klein, Mahoney, McGahan, & 
Pitelis, 2012). Although ample studies advocate 
empowering communities with ownership and 
control rights of key resources (Chowdhury & 
Santos, 2010; Moore, 2019), how the community 
exercises these rights remains central to social value 
creation. 
Community Ownership and Social value Ownership 
of key resources defines residual rights of control 
over resources not explicitly contracted to other 
parties (Grossman & Hart, 1986; Hart & 
Moore, 1990). Ownership empowers the community 
to use the resource for enhancing collective benefit 
for the community (Moore, 2019). Community 
ownership also increases their commitment and 
incentivizes them to manage the resources most 
effectively and develop corollary resources to 
maximizing the value created in the long run 
(Chowdhury & Santos, 2010; Moore, 2019). This 
enables social enterprises to free some of their 
resources and use them to enhance social value for 
other communities or activities. Moreover, as 
unexpected contingencies arise, community owners 
can adjust their investments in ways that will 
maximize future value for the community (Klein et 
al., 2012). Therefore, a social enterprise should 
encourage the beneficiary community to invest in 
owning key resources to enhance social value 
creation. 
Proposition 1: Community ownership of key 
resources enhance social value creation Community 
Control and Social Value 
Control of key resources refers to their use and 
management within the frame of specific contractual 
boundaries (Fama & Jensen, 1983). Community 
control provides them specific rights to use the 
resources based on the commonly agreed protocols 
and processes (Grossman & Hart, 1986). Such 
control empowers communities and encourages 
them to use the resource effectively for social benefit 
(Chowdhury & Santos, 2010). Moreover, control 
over resources, including rights to generate revenue 
from them, vests the community with the 
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responsibility both to maintain them and develop 
additional skills for their effective use, thereby 
building social value through skill development. 
Additionally, community control helps social 
enterprise to use their limited human and managerial 
resources to scale their operations and generate more 
social value by engaging with more communities or 
activities rather than maintaining these resources. 
Thus, community control helps in producing social 
value not only by effectively using resources but 
also through human capital development (Altinay, 
Sigala, & Waligo, 2016).  Therefore, a social 
enterprise should encourage the beneficiary 
community to control key resources to enhance 
social value creation. 
Proposition 2: Community control of key resources 
enhances social value creation 
Resource Governance and Social Value: Role of 
Community Characteristics 
Although many scholars suggest that social value 
can be maximized if the ownership and control of 
key resources both reside in and with the beneficiary 
community (Chowdhury & Santos, 2010; Moore, 
2019), ample studies find that communities fail to 
create social value even when they have complete 
ownership and control of key resources (Easterly, 
2006; Rajabapaiah, Jayakumar, & Reddy, 1993; 
Vijay, Prasad, Singh, & Sorayan, 1996). Therefore, 
ownership and control in themselves are 
insufficient, and boundary conditions of resource 
governance structure need to be explored further to 
understand how social value creation could be 
enhanced. Prior studies have highlighted that the 
benefits of community-led governance might be 
hampered due to the (in)ability of communities or 
lack of capabilities (Billett & Seddon, 2004; 
Murdoch & Abram, 1998). Community 
characteristics also influence their engagement in 
collaborative value creation (Fleiß, Hatzl, Seebauer, 
& Posch, 2017; Xue et al., 2020). Therefore, 
characteristics of the community are likely to help or 
hinder them in leveraging the benefits of ownership 
and control of key resources.  

 The willingness and ability perspective 
provides essential dimensions that determine the 
behavior and actions of individuals and groups 
(Chrisman et al., 2015; De Massis et al., 2014). 
Many scholars use this perspective to explore 
governance challenges while enhancing innovation 
(Chrisman et al., 2015; Steeger & Hoffmann, 
2016), organizational ambidexterity (Veider & 
Matzler, 2016),  and collaborations among firms 
(Debellis, De Massis, Petruzzelli, Frattini, & 
Del Giudice, 2021). We propose that the 
impact of resource governance structures on 
social value creation is influenced by the 
willingness and ability of the beneficiary 
community to engage and use key resources 
for social value creation optimally.  

As a community is an aggregation of 
individuals, their ability to make any collective 

decision depends on their strategies used for 
building consensus (Peredo & Chrisman, 2006; 
Urfalino, 2014). Reaching consensus involves 
negotiation and dispute resolution, incurring 
coordination costs that erode value creation (Klein, 
Mahoney, McGahan, & Pitelis, 2013; Williamson, 
1991). Some strategies that communities use to 
reduce this coordination cost may be by exercising 
fiat through highly influential leaders or through 
democratic procedures to arrive at a consensus 
(Nwankwo, Phillips, & Tracey, 2007). Where such 
strategies are absent, communities might not be able 
to reach consensus or will incur very high 
coordination costs in managing (Cyert & March, 
1963). Prior studies have also highlighted the 
importance of community consensus for adequate 
resource management, critical decision-making, and 
striving towards a common goal (Billett & Seddon, 
2004; Thomson & Freudenberger, 1997). Thus, 
community consensus determines their ability to 
optimally use key resources for social value 
creation.  

The community’s willingness to engage in 
social value creation and optimally use key 
resources also depends on their perceived value in 
doing so (Kim & Park, 2017). Community, lacking 
a vision for the long-term social value created by the 
appropriate use of key resources, would not engage 
in the social value creation process and may even 
seek short-term benefits such as securing an 
immediate gain by misusing key resources for 
personal gain (Rajabapaiah et al., 1993; Vijay et al., 
1996). In contrast, if a community perceives that 
they could gain significant value, their willingness 
to engage and use key resources for enhancing social 
value increases (Fleiß et al., 2017). Perceiving high 
social value may also encourage the community to 
acquire and maintain corollary resources and skills. 
Thus, community perceived value determines their 
willingness to engage in optimal use of key 
resources.  In this vein, we use community 
consensus as ability and community perceived value 
as the willingness to explore the impact of 
community characteristics on resource governance 
structure and social value creation. Figure 1 presents 
our overall conceptual model. 
Figure 1. Conceptual Framework 

Ownership and Social Value: Role of Community 
Perceived Value 
Ownership of key resources provides a beneficiary 
community with residual rights of control over 
them, empowering and encouraging the community 
to use the resources to enhance social value 

Community 
Ownership

Community 
Control

Community 
Consensus

Community 
Perceived Value

Social Value 
Creation
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(Grossman & Hart, 1986; Hart & Moore, 1990). 
However, resources often require further specific 
investments to be useful (Hart & Moore, 1990). If 
the perceived value of resource use among the 
community is low, the members of the community 
are less likely to invest in developing additional 
corollary resources and skills to enhance social 
value creation through the use of these key 
resources. For many beneficiary communities, 
especially in developing countries, investments of 
money, time, and effort may compete with needs for 
basic survival and immediate necessities, such as 
food, shelter, and earnings. In such scenarios, 
communities are often highly resource-constrained 
and may be encouraged to sell key resources for 
short-term gain rather than developing them to 
create long-term social value (Easterly, 2006). In 
contrast, if the perceived value of key resources for 
the community is high, they are less likely to 
prioritize its use for a short-term gain and are more 
likely to invest and engage in the adequate use of 
these resources for long-term social value creation. 
Thus, the impact of community ownership on social 
value creation increases with an increase in 
community perceived value.  
Proposition 3: Community perceived value about 
the use of key resources positively moderates the 
impact of community ownership on social value 
creation 
Control and Social Value: Role of Community 
Consensus 
Control of key resources within the community 
helps to enhance social value creation as it leverages 
benefits from local knowledge and empowers 
communities, motivating them to use key resources 
adequately (Chowdhury & Santos, 2010). However, 
when community consensus is low, indicating 
potential disagreements about the optimal use of key 
resources, the coordination costs of controlling and 
using key resources increase significantly due to the 
need for multiple negotiations to arrive at a 
consensus (Urfalino, 2014). These high coordination 
costs erode social value creation significantly (Klein 
et al., 2013; Williamson, 1991). In contrast, when 
community consensus is high, the coordination costs 
required for consensus are low, and the impact of 
community control over key resources creates 
significant social value. Thus, the social value 
created by community control of key resources 
increases in line with the degree of community 
consensus. 

Proposition 4: Community consensus about the use 
of key resources positively moderates the impact of 
community control on social value creation 

Resource Governance Framework: Implication 
of Community Ownership and Control 
As benefits of community ownership and controls of 
key resources depend on community perceived 
value (willingness) and consensus (ability), we 

develop a framework with 4 different conditions of 
high and low levels of community perceived value 
and consensus. Then, we discuss the ideal 
governance mechanism for each of the conditions to 
maximize social value creation.  
Quadrant I: High Community Consensus and 
High Perceived Value 
In quadrant I, community value perception 
(willingness) and the consensus (ability) about using 
key resources for social value creation are high. 
Thus, the community is encouraged to invest their 
time, effort, local knowledge, and other resources 
needed to optimize the use of key resources (Peredo 
& Chrisman, 2006; Seelos & Mair, 2005). In such 
cases, the social enterprise could enhance value 
creation further by empowering the beneficiary 
community and encouraging them to own and 
control key resources (Santos, 2012). Moreover, 
community ownership and control of key resources 
help to free the social enterprise’s own resources 
(Chowdhury & Santos, 2010), which could further 
scale their work and create more social value. Thus, 
while forming community partnership, if social 
enterprise finds high community perceived value 
and high consensus (quadrant 1), the social  
enterprise should encourage the beneficiary 
community to own and control the key resources.  
Quadrant II: Low Community Consensus and 
High Perceived Value 
In quadrant II, community perception of social value 
resulting from using key resources is high, but their 
consensus is low regarding the optimal use of key 
resources. Given our prior arguments, a high 
perception of social value leads to a higher 
willingness to engage in the social value creation 
process and enhances the positive impact of 
community ownership of key resources on social 
value creation. Thus, social value creation will be 
enhanced if ownership resides with the community. 
However, low community consensus indicates the 
limited ability of the community to use the resource 
for social value creation.  Thus, it suggests that a 
social enterprise’s control over key resources is  

better for social value creation. However, such an 
arrangement in a cross-sector partnership is likely to 
cause agency problems, in that the agent (in this 
case, the social enterprise) may act in a manner that 
is in some sense contrary to the preferences of the 
owner (in this case, the community) given the 
different incentives faced by each group 
(Eisenhardt, 1989).  

Due to divergence of preferences and 
incentives, the community may be unwilling to cede 
control of the resources they own. These concerns 
may be exacerbated within a developing country 
with high resource constraints (Bruton, Filatotchev, 
Si, & Wright, 2013) and weak formal institutions to 
safeguard ownership rights (Kistruck, Webb, Sutter, 
& Ireland, 2011). Under these conditions, ceding 

Page 5044



 

control may expose the owner to the risk that 
resources will be misused or misappropriated (La 
Porta, Lopez-de-Silanes, Shleifer, & Vishny, 1997). 
One avenue for mitigating agency concerns during 
such cross-sector partnerships is to share at least 
some ownership with the controlling agent, thus 
more appropriately aligning incentives (Eisenhardt, 
1989). Such co-ownership helps establish trust 
between social enterprise and the community as the 
social enterprise provides a credible commitment to 
the partnership. The community and social 
enterprise may hold joint ownership of a resource, 
or each party may contribute valuable resources that 
are used in conjunction to create social value. When 
the social enterprise invests in partial ownership, the 
community is more likely to allow the social 
enterprise to exercise control, as each party has 
similar incentives regarding maximization of the 
residual value of the resource.  
Quadrant III: High Community Consensus and 
Low Perceived Value 
In quadrant III, the community’s perception of value 
generated from resource use is low, but community 
consensus on how to manage the resource is high. 
Based on our earlier arguments, a high consensus 
within the beneficiary community and with social 
enterprise towards how resources should be used 
suggests that the community has the ability to 
exercise control over key resources, leading to 
higher social value. However, community 
perception of low value from resource use indicates 
that the community is unlikely to invest time and 
other resources in acquiring and maintaining key 
resources. Therefore, the ownership of key 
resources should reside with the social enterprise, 
and control contracted to the community should be 
based on rules and norms governing relations 
between the social enterprise and community.  

The separation of ownership and control 
may lead to agency problems (Eisenhardt, 1989; 
Fama & Jensen, 1983). The agency concern is higher 
in developing countries due to weak institutions for 
enforcing contracts and laws while operating with 
high resource constraints. To overcome such 
challenges, the social enterprise may need to be 
more actively involved in the control of the key 
resources. A joint control structure, where 
management of key resources is shared between the 
community and social enterprise, may help mitigate 
such concerns. One way to establish joint control is 
to adopt short-term outcome-based contracts with 
regular checks that allow the social enterprise and 
the community to establish clear parameters by 
which they can judge the fulfillment of mutual 
obligations (Eisenhardt, 1989).  
Quadrant IV: Low Community Consensus and 
Low Perceived Value 
In quadrant IV, both the community’s perception of 
overall value from resource use and the community 
consensus is low. Thus, the community lacks both 

willingness and ability to use key resources 
adequately for social value creation. Therefore, in 
such situations, the ownership and control of key 
resources should reside with the social enterprise. 
While this allocation may not be ideal, as it seems 
relatively less empowering for the community, relies 
less on local knowledge, as well as reducing the 
social enterprise’s ability to scale its work, it is likely 
to be the optimal arrangement when a community 
lacks both ability and willingness to create social 
value. Furthermore, because the social enterprise 
handles ownership and control, agency concerns are 
less salient (Eisenhardt, 1989).  Instead, the primary 
task of the social enterprise can be to develop trust 
with the community to effectively carry out their 
work during partnership (Seelos & Mair, 2005).  
 
Practical Implication of Governance 
Framework: Case Studies 
To showcase the practical functioning of these four 
proposed governance mechanisms in quadrants of 
the conceptual framework, we present below case 
studies of cross-sector partnerships between social 
enterprises and communities from India, a 
developing economy with significant community-
social enterprise collaborations, to demonstrate the 
effectiveness and fit of the governance mechanisms 
for key resources within the context of specific 
community characteristics.  
Quadrant I: High Community Consensus and 
High Perceived Value 
Gram Vikas (Governance mechanism: Community 
ownership and control) 
Gram Vikas is an Indian social enterprise that 
partners with rural communities to establish the 
infrastructure necessary for clean water and 
adequate sanitary facilities (Chowdhury & Santos, 
2010). During the inception of the partnership, Gram 
Vikas helped their community to perceive the value 
of sanitation and develop a consensus-building 
process and strengthened the community’s 
democratic decision-making (Chowdhury & Santos, 
2010; Pless & Appel, 2012). With high community 
perceived value and consensus, Gram Vikas 
encourages the community ownership and control of 
the clean water and sanitary facilities infrastructure, 
key resources in this scenario (Pless & Appel, 2012). 
The community ownership and control have 
encouraged the village community members to 
invest in corollary resources to support the facilities. 
They have also learned and developed skills to 
maintain and improve the existing facilities (Pless & 
Appel, 2012). Finally, the local community’s 
ownership and control of key resources freed up 
Gram Vikas’ limited resources and helped them 
engage in social value creation with more than 1700 
village communities (Chowdhury & Santos, 2010).  
Quadrant II: Low Community Consensus and 
High Perceived Value 
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Ecosphere (Governance mechanism: Shared/joint 
ownership and social enterprise control) 
Ecosphere is a social enterprise that works in the 
field of sustainable development of Spiti Valley in 
the Himalayan region through eco-tourism (Peaty, 
2009). While the local community owns key 
resources necessary for these eco-tourism 
operations, such as residents’ homes and lands, they 
do not possess the necessary knowledge about eco-
tourism and tourism markets (Peaty, 2009). This 
limits their ability to have consensus about adequate 
use of key resources. On the other hand, Ecosphere 
had the necessary knowledge to effectively organize 
eco-tourism trips and know-how regarding control 
of key eco-tourism resources (Bansal, 2011). 
However, Spiti Valley community was hesitant to 
cede control of key resources to an outside 
organization due to agency concerns (Bansal, 2011). 
To mitigate community concerns, Ecosphere 
invested heavily in introducing and building 
additional key resources required for successful eco-
tourism venture and community-based tour 
operators, such as tourism website, the Spiti Valley 
brand as eco-friendly tourism, client (tourists) lists, 
financial payment platform, along with building an 
online infrastructure to be able to access a global 
tourism market (Bansal, 2011). Thus, the 
community got assured that Ecosphere made a 
credible commitment towards the partnership by 
developing additional essential resources and 
provided them rights to use their homestay. 
Ecosphere manages the homestays, coordinates with 
homestay owners, and trains them to give the guest 
reliable and consistent services. Thus, shared 
ownership of key resources bundle in the partnership 
helped resolve resource governance challenges and 
align incentives mitigating potential agency 
concerns. Such a governance mechanism helped 
engage the local community and leveraging their 
knowledge, thereby creating social value for the 
community (Bansal, 2011). 
Quadrant III: High Community Consensus and 
Low Perceived Value 
Sulabh International (Governance mechanism: 
Social enterprise ownership and joint control) 
Sulabh builds and manages toilet complexes in areas 
that lack adequate sanitation facilities in India 
(Pathak, 1999). Traditionally, scavenging 
communities have been engaged in manually 
cleaning human waste without access to proper tools 
and equipment. They endure marginalization in 
society, receive minimal payments, and are subject 
to caste-based discrimination due to the nature of 
their work (Pathak, 1999). Sulabh aims to address 
the social challenges of sanitation and create 
dignified work conditions for scavengers across the 
country. Although scavenging communities have a 
high consensus about the use and operations of toilet 
complexes, their perception about the value of toilet 
complexes is more as an asset that could be sold 

(short-term) rather than the social value of sanitation 
facilities (long-term). Therefore, Sulabh owns the 
toilet complex but gives the community some 
control, as they manage the day-to-day operations of 
the toilet complex (Goyal & Gupta, 2009). Because 
the community does not own the complex itself, full 
community control could create diverging 
incentives. For example, the community might 
neglect maintenance duties, charging patrons but not 
caring for the facilities. The community might also 
collect money from patrons while underreporting 
earnings to the toilet complex owner, pocketing 
more than their fair share of the profits. To prevent 
such issues from occurring, Sulabh engages in joint 
control of the key resource (toilet complex) in 
partnership with the community.  

While the community manages the daily 
operations, Sulabh has designed outcome-based 
contracts and monitoring mechanisms. 
Approximately every three months, a representative 
from Sulabh visits each toilet complex and observes 
the number of patrons as well as reviews the 
conditions of the premises (Goyal & Gupta, 2009). 
Based on the number of patrons, Sulabh charges a 
fee to the scavenger community for the rights to 
maintain the toilet complex and collect fees from 
patrons (Goyal & Gupta, 2009). Thus, Sulabh uses 
outcome-based contracting, a form of joint control, 
to mitigate agency concerns (cf. Eisenhardt, 1989), 
resulting in the co-creation of social value.  
Quadrant IV: Low Community Consensus and 
Low Perceived Value 
Conserve India (Governance mechanism: Social 
enterprise ownership and control) 
Conserve India is a for-profit social business 
founded to reduce and recycle garbage to produce 
consumer products, such as handbags (Bansal, 
2011). They empower rag-picking communities 
based in the poor slums of New Delhi by providing 
a steady economic opportunity. Key resources, in 
this case, are the machinery required for production, 
client lists, and logistics to deliver the final products. 
The ragpicker community does not have the 
necessary knowledge and expertise to perceive the 
true value of the resources. Additionally, lack of 
expertise also limits the consensus within the 
community about the optimal use of resources. 
Therefore, Conserve India owns and controls key 
resources to enhance social value creation. Conserve 
India employs members of this beneficiary 
community (rag pickers) and provides them with fair 
wages to collect recycled garbage (Bansal, 2011). 
However, over time, Conserve India continued to 
train more members of rag-picking communities, 
hiring them to perform other tasks beyond rag-
picking and garbage collection, such as running the 
production line, maintaining the machinery, 
shipping, and packaging of final products.  

Discussion 
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Our study adds to the literature on the cross-sector 
partnership between the community and social 
enterprise (Cornelius & Wallace, 2010; de Bruin et 
al., 2017; Di Domenico et al., 2010; Gray & Stites, 
2013; Keith, 2015) by highlighting the importance 
of ideal resource governance mechanism to 
maximize the social value created from the 
collaboration. Prior studies have highlighted that 
social value could be maximized if ownership and 
control of key resources reside with beneficiary 
communities as they can leverage the benefits of 
local knowledge and supports scaling of social 
enterprises (Chowdhury & Santos, 2010; Seelos & 
Mair, 2005). We used property rights theory to 
support these assertions. We also add to these 
findings by providing the boundary conditions under 
which community ownership and control of key 
resources might limit social value creation and 
suggest alternate resource governance mechanisms 
for these conditions.   

Drawing on the willingness and ability 
perspective (Chrisman et al., 2015; De Massis et al., 
2014), we argue that the community’s willingness 
and ability would influence the value created by 
their ownership and control of key resources. Prior 
studies have highlighted that community consensus 
and perceived value drive community engagement 
and decision-making effectiveness (Fleiß et al., 
2017; Thomson & Freudenberger, 1997).  Extending 
this literature, we propose that community 
consensus (ability) and perceived value 
(willingness) as two essential characteristics that 
influence social value created from community 
ownership and control. Thus, our study adds to 
resource governance literature within social 
enterprise-community partnerships. 

Both property rights theory and perspective 
of willingness and ability have been largely used in 
corporate settings emphasizing value capture within 
a collaboration  (Chrisman et al., 2015; Eisenhardt, 
1989; Grossman & Hart, 1986; Steeger & 
Hoffmann, 2016). However, social enterprises have 
hybrid objectives and focus on social value creation 
along with social value capture (Haugh, 2007). 
Therefore, our study extends these theories to the 
context of social welfare, where social value 
creation is also essential (Mair & Marti, 2006; 
Santos, 2012). In this vein, our study also extends 
agency theory in the context of value creation rather 
than just value capture. 

Our study also offers practical guidance to 
social enterprises regarding resource governance 
mechanisms and social value co-creation with 
beneficiary communities. Our research suggests that 
social enterprises should ideally seek to allow 
beneficiary communities to own and control key 
resources. This would help social enterprises to 
leverage local knowledge fully and free up resources 
for deployment elsewhere. However, we also 
caution that in making resource governance 

decisions, the social enterprise should also carefully 
assess the characteristics of the beneficiary 
communities to identify their ability and willingness 
to engage in a collaborative partnership for social 
value creation. Specifically, this study proposes that 
the social enterprise should examine the 
community’s perception of the value as well as the 
level of consensus present in the community 
regarding the use of key resources during the 
formation of collaboration. Social enterprise is also 
advised to assess changing community perceptions 
and consensus and adopt resource governance 
mechanisms that align with community 
characteristics to maximize social value creation. 
When perceptions are unfavorable, or consensus is 
difficult to attain, the social enterprise may need to 
own or control key resources at least for some period 
before community characteristics of consensus and 
value perceptions evolve and change in favor of 
value creation activities. 

Depending on the characteristics of the 
community, the role of social enterprise in the 
collaboration also varies. In Quadrant I, as 
community perceived value and consensus is high, 
the social enterprise should encourage the 
community to invest in ownership and control of key 
resources. They should let the community manage 
the day-to-day operations and act only as a facilitator 
and help if required. In such cases, the social 
enterprises should leverage the opportunity to focus 
on other underserved activities within the 
communities or scale their operations to other 
communities to further enhance social value 
creation.  

In Quadrant II, communities have high 
perceived value but low consensus leading to co-
ownership and social enterprise control as ideal 
resource governance. Apart from their role in 
resource governance, the social enterprise should 
facilitate the community to develop their decision-
making procedures and community consensus. One 
of the major reasons for low consensus is the lack of 
knowledge about the ideal way to manage and 
control key resources (Innes, 1996; Urfalino, 2014). 
Therefore, the social enterprise should also provide 
extensive training to the beneficiary community 
about managing and controlling key resources for 
maximizing community social value. Lack of trust is 
another reason for low community consensus and 
hinders community decision-making significantly 
(Xue et al., 2020). Thus, the social enterprise should 
organize and engage in activities and events that 
help to improve trust within community members 
and with social enterprise. Communities may also 
increase in consensus as they are exposed to 
examples of other successful communities that have 
engaged in similar projects (Rogers, 2010). 
Consensus can also be increased by involving 
respected senior members of the community and use 
their influence on shaping opinions and generate 
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consensus within the community. All these means of 
increasing consensus increase the ability of the 
beneficiary community to effectively exercise 
control over key resources enabling the community 
to own and control the resources efficiently, 
increasing social value creation in the long run. With 
communities able to own and control key resources, 
the social enterprise may free their resources from 
joint ownership and use them for other activities or 
collaborating with other communities. 

In Quadrant III, community consensus is 
high, but their value perception about using key 
resources is low. In such cases, the social enterprise 
must invest their own resources temporarily until the 
perceived value of the community increases and 
their willingness to own key resources enhance. One 
way to increase the perceived benefit is for the social 
enterprise to work with a small number of willing 
beneficiaries to prove to the rest of the community 
that resource use is beneficial. These early adopters 
can often help to persuade the rest of the community 
that investment in key resources is a valuable 
activity (Rogers, 2010). The social enterprise could 
also allow beneficiaries to acquire very small shares 
of ownership, reducing their risk and losses 
significantly. As the community gains more 
experience in owning and managing the resources, 
their perception of the value might change. As a 
result, the community might be more willing to 
make the required investments to own and control 
key resources to maximize social value for the 
community. 

Finally, in Quadrant IV, both perceived 
value and consensus of the community are low, and 
both ownership and control reside with social 
enterprise. In this quadrant, the social enterprise 
must emphasize on pursuing measures (discussed 
above for quadrants II and III) to increase the 
community perceived value and consensus and 
slowly move towards quadrant I.  

As community consensus and community 
perception of value enhance over time, the 
governance mechanisms also need to evolve 
accordingly during partnership to maximize social 
value creation and community empowerment. There 
is also ample evidence of misalignment of the 
resource governance mechanism with the 
community perceived value and consensus. In such 
cases, the social enterprise should appropriately 
change their resource governance mechanism as 
soon as they realize the misalignment. Moreover, if 
the social enterprise is uncertain about the 
community perception or consensus during the 
initial partnership formation stage, they should 
pursue an experimental approach to finalize on their 
resource governance mechanism, which would help 
them to modify their structure if they find any 
misalignments. 
Limitations and further research 

Our article has some limitations. First, we 
focus our theorizing on social enterprises that 
originate outside of the beneficiary community in 
the setting of a developing country within high 
resource-constrained environments. However, if the 
social enterprise originates from within the 
community, the optimal governance arrangements 
may be different, as the social enterprise would 
possess more local knowledge and would closely 
understand community perceptions of value as well 
as may help the community gain consensus easily. 
Furthermore, we assume that the social enterprise 
and the community are tied primarily through 
incentives and contracts (implicitly or explicitly). 
Indeed, the economic theories that we use imply 
strong assumptions, such as the rationality of 
decisions and that value maximization is the sole 
goal. While we acknowledge that such assumptions 
also have serious limitations, there is value in 
exploring functioning and cross-sector 
collaborations of social enterprises from multiple 
theoretical perspectives. Thus, we encourage future 
researchers to employ other theoretical lenses that 
rely less on assumptions of rationality and value 
maximization. In addition, theories grounded in 
more sociological conceptions of community and 
social enterprises are needed (Defourny, Nyssens, & 
Brolis, 2021). 

Our framework, supporting arguments, and 
examples are anchored in the context of developing 
countries. Developing countries have a large under-
served population, several institutional voids, and 
highly resource-constrained environments that limit 
the ability of the government to create social value. 
Such environments encourage cross-sector 
partnerships between social enterprise and 
beneficiary communities. However, developing 
countries differ greatly from developed countries 
with low levels of institutional voids, strong 
governance, and institutional practices that lead to 
overall strict adherence of contracts in cross-sector 
collaborations. The proposed resource governance 
framework may function differently when applied to 
contexts where resources are not scarce. More 
theoretical and empirical research on understanding 
governance mechanisms in the context of developed 
countries is required. We encourage future research 
to explore the validity of the framework in 
developed contexts with strong governments and 
institutions as well as in the contexts of low resource 
constraints. 

Our study focuses on the community 
consensus and perceived value as two important 
community characteristics that influence the impact 
of their ownership and control on social value 
creation. However, other community characteristics 
might also influence their ability and willingness to 
engage in social value creation. Some of these 
characteristics could be due to historical factors (i.e., 
conflict history and experience with other 
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stakeholders), social factors (i.e., gender relations, 
caste differences, and other social structures), 
economic factors (i.e., economic stratification in the 
community), and cultural factors (i.e., norms, rules 
and, rituals). Future studies should explore the 
impact of these characteristics on the benefits of 
community-led governance.  

One of the basic assumptions of our study 
is that social enterprises can adapt and follow 
different resource governance mechanisms based on 
community characteristics to maximize social value 
creation. We assume this as a social enterprise is an 
individual entity with a more efficient decision-
making process and ability than a community that 
represents a group of people with different 
intentions (Peredo & Chrisman, 2006; Xue et al., 
2020). However, we acknowledge that social 
enterprise characteristics influence (their own ability 
and willingness) might also influence the resource 
governance mechanism in community-social 
enterprise collaboration. More specifically, social 
enterprise characteristics might influence the 
positive impact of community-led resource 
governance. We encourage future studies to explore 
the impact of social enterprise characteristics on the 
positive impact of community-led resource 
governance.  

Another avenue for future research would 
be to explore the dynamic process of property rights 
allocations. Because our framework regarding 
resource governance arrangements depends on 
community characteristics that are dynamic in 
nature, exploring the tractability of these community 
characteristics over time would inform scholars and 
practitioners regarding how cross-sector 
collaborations need to be managed over various 
stages of the collaboration, especially during early 
and later stages of collaboration.  
Conclusion 
We explored optimal resource governance 
arrangements during cross-sector partnerships 
between social enterprises and beneficiary 
communities. The study adds to the stream of 
research examining governance mechanisms for 
social value creation during cross-sector 
collaboration (Austin & Seitanidi, 2012, 2014). Our 
paper generates new insights regarding 
collaboration between social enterprise and 
communities by integrating extant theory into the 
social welfare context. We argue that community 
ownership and control of key resources is ideal but 
not always feasible, limiting social value creation. 
We offer a framework to guide social enterprises to 
adopt optimal resource governance mechanisms 
depending on community consensus and perceived 
value ofresource governance framework resource 
use. We hope our study encourages scholars to 
further explore the resource governance 
complexities within cross-sector collaborations. 
Finally, we would encourage future studies to 

empirically test the validity and use of our 
framework. 
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