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10.1 INTRODUCTION

Individuals who start their own business are motivated by many different
things. Some people want the freedom of being their own boss or want to
pursue their true passion. Others have dreams of making a lot of money and
building an empire. However, in the past several years, a new type of
entrepreneur has emerged: the social entrepreneur. It is the process by which
individuals, startups, and entrepreneurs develop and fund solutions that
directly address social issues. Social entrepreneurs are motivated by the
passion for a cause and the desire to make a difference. Unlike traditional
entrepreneurs who focus on profit maximization, social entrepreneurs measure
success through the impact on society. While sometimes confused with
nonprofit organizations, social entrepreneurship is a for-profit endeavor, even
though a greater emphasis is placed on creating social or environmental
changes.

After going through this Unit, you will be able to:

1) Understand the difference between business entrepreneurship and social
entrepreneurship;

i1) Define the entrepreneur, enterprise, and entrepreneurship.
ii1) Understand the social entrepreneurship in the global and Indian context;
iv) Know the process of social entrepreneurship and

v) Identifying the challenges encountered by a social entrepreneur
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10.2 CONCEPT OF SOCIAL
ENTREPRENEURSHIP PROCESS

The terms social entrepreneur and social entrepreneurship were used first in
the literature on social change in the 1960s and 1970s. It came into widespread
use in the 1980s and 1990s, promoted by Bill Drayton, the founder of Ashoka
Innovators for the public and others such as Charles Leadbeater. From the
1950s to the 1990s, Michael young was a leading promoter of social enterprise
and in the 1990s was described by Professor Daniel Bell at Harvard as “the
world’s most successful entrepreneur of social enterprise”. The process of
social entrepreneurship starts with the vision of an "attractive" opportunity
which has sufficient potential for positive social impact to justify the
investment of time, energy and money required to pursue it seriously.

Social entrepreneurship means identifying or recognizing social problems and
using entrepreneurial principles to organize, create and manage a social venture
to achieve a desired social change. Business entrepreneurs typically measure
performance in profit and return but social entrepreneurs take into account a
positive return to society. Social entrepreneurs typically further broad social,
cultural and environmental goals and are commonly associated with the
voluntary and not-for-profit sectors.

6 P's of Social Entrepreneurship

As social entrepreneurs embark on turning their ideas into successes, they often
work through the following six areas. Each of these categories is different
resources, roadblocks, or stages a social entrepreneur must often encounter.
These six components are: People, Problem, Plan, Prioritize, Prototype and
Pursue in order to fulfill the desired social change.

> People >> Problem >> Plan >> Prioritize>>Prototype>> Pursue >
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People

Most social entrepreneurs start their endeavors by identifying who they want
to benefit. Sometimes, this is the people in their specific geographical region.
Other times, this is people within a certain demographic (i.e. people with low
income). Without a clear definition of who the social entrepreneur wants to
serve, they will face difficulty in appropriately defining the scope of their
enterprise. This puts the yet-to-be-created entity at risk of not having a clear
vision.

Problem

Social entrepreneurs try to fix problems. Specifically, social entrepreneurs
identify a problem that the people in the previous section face. Usually, during
the brainstorm phase of an entity, the social entrepreneur will link the two
together. For example, social entrepreneurs may try to defeat homelessness in
their region. A social entrepreneur in this situation tries to help certain people
(low-income individuals) with a problem (lack of available housing).



Plan

With the people and problem identified, a social entrepreneur must devise a
plan to solve the problem. Social entrepreneurs not only strive to create a
business plan to operate an entity, they must also determine how this type of
entity will receive funding and remain financially sustainable. The social
entrepreneur must also evaluate how external parties can help it achieve its
social goals.

Prioritize

One of the largest challenges for a social entrepreneur is a lack of available
resources to tackle the problem they wish to solve. Whether that means not
enough money, not enough specialized knowledge, or external forces that
cannot be controlled, social entrepreneurs face many constraints. This means
they must prioritize what they try to solve, how they go about operating, and
what expansion looks like.

Prototype

Because resources are limited, social entrepreneurs often test out solutions in
small markets before expanding. This means creating prototype products,
services, or processes. It also tests out how different funding and resources can
help it achieve its goals. Though this stage may not foster trust in those who
have provided an upfront investment with the social entrepreneur, other upfront
investors may appreciate seeing a minimum viable product or prototype.

Pursue

With the test case down, social entrepreneurs identify what went well and what
didn't go well. It often surveys those who helped put the solution together as
well as those receiving the benefit. This last step closes the full loop of activity,
though a social entrepreneur should periodically evaluate each aspect and
continually monitor for ways to better make their social change.
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Check Your Progress 1 (CPY —-1)

Notes: a) Write your answer in the space given below.

b) Compare your answer with those given at the end of the unit.

State whether the following statements are true or false by putting a ‘" over the
appropriate word.

Social entrepreneurship means identifying or recognizing social problems and using
entrepreneurial principles to organize, create and manage a social venture to achieve
a desired social change. (True/False)

Social entrepreneurs are commonly associated with the voluntary and not-for-profit
sectors. (True/False)

Social entrepreneurs embark on turning their ideas into successes, they often work
through the following six areas; people, problem, plan, prioritize, prototype and
pursue in order to fulfill the desired social change. (True/False)

Business entrepreneurs typically measure performance in profit and return but social
entrepreneurs take into account a positive return to society.  (True/False)
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10.3 MODEL OF SOCIAL ENTREPRENEURSHIP
PROCESS

The attractive entrepreneurial opportunities have to be conceived, developed,
and refined in a dynamic, creative, and thoughtful process. The model of social
entrepreneurship process may be divided into two major steps (see Figure 1):

1. Generation of a promising idea

2. Developing promising ideas into workable and attractive opportunities

Change

v

Social Needs i ]

Personal Experience

......

Social
Impact

Ideas

i
Pronusing :' | Opportuit

‘a,

Step I: Generating Promising Ideas
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Fig. 1: Model of Social Entrepreneurship Process

Source: Ayse Guclu, J. Gregory Dees, and Beth Battle Anderson (2002) The
Process of Social Entrepreneurship: Creating Opportunities Worthy of Serious
Pursuit

Step 1: Generation of a Promising Idea

Generally, the promising Ideas have their roots in the personal experience of
the entrepreneur, but personal experience is not the only factor that can
stimulate social entrepreneurs to generate ideas worth exploring and
developing. Recognizing social needs, social assets, and changes can also lead
to the generation of promising ideas.

(a) Personal Experience

Personal experience often motivates, inspires, or informs the idea generation
process. Significantly, many successful new venture ideas arise from the
entrepreneur’s education, work experience, and hobbies. Dissatisfaction with
the status quo often spurs entrepreneurial creativity, prompting social
entrepreneurs to look for new approaches to problems and frustrations they



have encountered personally, witnessed among family or friends, or seen on
the job.

AMUL (Anand Milk Union Limited)

Dr. Verghese Kurien started a Co-operative organization, AMUL. Amul has
been a sterling example of a co-operative organization‘s success in the long
term. It is one of the best examples of co-operative achievement in the
developing economy. The Amul pattern has established itself as a uniquely
appropriate model for rural development. Amul spurred the White Revolution
in India, making India the largest producer of milk and milk products
globally.

Positive experiences can also serve to inspire entrepreneurial ideas. Relevant
experience may also be in the different field in which the new venture would
operate. Sometimes experience and knowledge of practices in other fields can
help the social entrepreneur see new ways of doing things. For example, in
1995 Curtis Sliwa translated his experience founding and leading Guardian
Angels, the volunteer group with a mission to make the streets safe for children
and families, into an opportunity to address another growing social concern:
criminal activity on the Internet, especially that targeting children and other
vulnerable parties. He founded Cyberangels, enlisting some Guardian Angels
to form the first cyber-neighborhood watch, an effort that has since evolved
into a comprehensive Internet safety organization that works closely with law
enforcement agencies, schools and libraries, the media, victims of Internet
stalkers, and Internet professionals to combat Internet crime. Sliwa
successfully applied his experience with Guardian Angels to a completely new
arena, creatively adapting the model as he learned more about this new field.

(b) Social Needs

Sound entrepreneurial ideas respond to genuine needs. For business ventures,
these are unmet or poorly met consumer needs. Business entrepreneurs
sometimes lose sight of this principle, as experienced during the “dot-com”
era, generating and pursuing ideas that appeal to the entrepreneur but fail
because they are not grounded in market realities. Likewise, social
entrepreneurs would be wise to look beyond their personal preferences in the
search for promising ideas, basing them on an understanding of social needs.

For our purposes, “social needs” can be understood as the gaps between
socially desirable conditions and the existing reality. They rest on some vision
of a better world and are grounded in personal values. These values can provide
a sense of moral imperative that may serve as a powerful motivator for social
entrepreneurs and their ideas.

Reasonable people can disagree about values and, thus, about social needs.
Some values are widely embraced, but others are in dispute. Consensus is not
necessary for an idea to be worthy of exploration. However, any serious
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venture will require the support and collaboration of others. Thus, for an idea
to be promising, the entrepreneur’s values and commitment to addressing a
particular social need must be shared by enough key stakeholders to give the
proposed venture some initial viability.

The Success Story of Grameen Bank

Muhammed Yunus and his students spent significant time in Bangladesh
villages and found that many women generated income for their families by
operating small businesses, but these women could not get credit on
affordable terms to develop and expand their operations, limiting their
income potential. Thus, while investigating the broad need to reduce
poverty, Yunus identified a more specific need for access to affordable
credit, especially for women. Based on his analysis and understanding of
this need, he generated the idea to create a bank that would serve this market
using an innovative approach of peer-group lending. Though many
traditionalists in Bangladesh objected to his focus on the economic
empowerment of women, Yunus had confidence that he would be able to
persuade a sufficient number of others, both in and out of Bangladesh
that he was responding to a legitimate need. Thus, apromising and
ultimately very successful idea was born out of researching an unmet need.

(¢) Social Assets

While it is important to ground new venture ideas in a plausible diagnosis of
social needs, there is a possibility of over-emphasizing the negative. Some
argue that the social sector concentrates too much on needs and that better ideas
emerge from focusing on assets. Northwestern University’s John McKnight
worries that emphasizing needs can lead us to seeing people and communities
as “deficient.” He contrasts the concept of a ‘neighborhood needs map’ that
focuses on problems such as unemployment, gangs, illiteracy, crime, child
abuse, and homelessness with a ‘neighborhood assets map,’ that replaces the
above problems with local businesses, community groups, schools, police
departments, health centers, available real estate and more. The latter presents
the community in a new light and may inspire creative new ideas that would
not be visible if social entrepreneurs looked at needs alone. For instance, in
researching the Bangladeshi villages, Yunus found assets, such as the
entrepreneurial spirit of village women, which helped them generate the core
idea behind Grameen Bank. While the idea generation process should not be
constrained by the resources readily available, understanding the tangible and
intangible assets in a community can lead to the development of promising
ideas.

(d) Change

It is common to think of entrepreneurs as creating change. Economist Joseph
Schumpeter described entrepreneurs as reforming or revolutionizing the



patterns of production, but creating change is only part of the story. In addition,
entrepreneurs are often stimulated by the changes all around them. Peter
Drucker has argued entrepreneurs “always search for change, respond to it and
exploit it as an opportunity.” Social entrepreneurs looking to generate
promising ideas would do well to keep abreast of relevant changes. These
changes can take the form of trends moving at different speeds. Idea-
stimulating changes can occur in demographics, values, cultures, technologies,
industry structures, public policies, fashions, and knowledge, to name a few
areas. Changes can create new needs, assets, or both, opening up new
possibilities and prompting social entrepreneurs to generate promising new
ideas.

Personal experience, social needs, social assets, and change can stimulate
promising ideas, but only if the social entrepreneur also adopts an opportunity-
oriented mindset, actively looking for new possibilities to have a significant
positive social impact. Harvard psychologist Ellen Langer illustrates this
mindset in a study of the attitudes of school children toward disabled persons.
Langer presented children in certain classrooms with a picture of a person in a
wheelchair and asked, “Can this person drive a car?” The answer was an
overwhelming ‘no,” along with lots of reasons why not. In other classrooms,
Langer asked a slightly different question, “How can this person drive a car?”
After a brief pause, students came up with many ideas about how a person in a
wheelchair could drive a car. Successful social entrepreneurs embody this
“how can” attitude, particularly in the idea generation phase. How can I
translate my personal experience into a broad social impact? How can I address
a particular social need or make the most of existing social assets to improve
society? How can I capitalize on recent changes to create new opportunities
for social impact? Effective social entrepreneurs carry this orientation into the
opportunity development process, engaging in continuous innovation,
adaptation, analysis, and learning along the way.

Step 2: Developing promising ideas into workable and attractive
opportunities

Converting an initially appealing idea into a worthwhile opportunity is a big
challenge. This step combines rigorous analysis with creative adjustment as
social entrepreneurs test and refine ideas through a mixture of action and
research. The chances of success are significantly increased if the action and
research are grounded in a set of plausible hypotheses about the underlying
social impact theory and business model, which includes an effective operating
model and a viable resource strategy. These elements represent the core of any
worthwhile social venture idea. Each element must be convincing on its own
merits, and the combination must fit comfortably together. Furthermore, these
elements must be formulated with one eye toward the external operating
environment and the other focused on personal fit with the entrepreneur.
(Figure 2)
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Figure 2: Opportunity Development Framework
Social Impact Theory

Generally, this theory embodies the organization’s mission and values and
provides a precise description of the ultimate social impacts for which the
organization will hold itself accountable.

A well-articulated social impact theory should also allow the social
entrepreneur to identify and test some of the core assumptions behind the
venture. Some of the testing can occur before launching a venture by
comparing the social impact theory to existing relevant knowledge in the field
or by doing new research and analysis. s the theory plausible given what we
currently know? Can it be tested in a timely and cost-effective way by new
research? While some assumptions can be tested upfront, others are best tested
in practice, a reality that fits with entrepreneurs’ common bias for action over
analysis. However, even with this need and bias for action, if possible, social
entrepreneurs should structure their actions such that they can test as many key
assumptions as feasible before making major, irreversible investments. Finally,
since social impact is so hard to measure and many social entrepreneurs aim
for long-term or lasting impact, the testing process can often take significant
amounts of time. Having a clear social impact theory helps make the testing
process more systematic and timelier.

Business Model

In addition to a compelling social impact theory, every worthwhile opportunity
needs to be supported by a plausible business model that includes an effective
operating model coupled with a viable resource strategy. These two elements
of the business model work closely together to bring the social impact theory
to life. In many cases, social entrepreneurs are most creative and add the
greatest value in the design of their business model. The division between the
two elements of the business model is somewhat artificial. However, it is
helpful to separate them for analytic purposes. Moreover, the analysis should
start with the operating model. Resource needs cannot be determined without
a specific operating model in mind that converts the resources into the
capabilities necessary to create the intended social impact efficiently and
effectively. These capabilities will drive resource needs. Of course, as the idea




is refined, the original operating model may need to be adjusted to fit the
realities of resource mobilization.

Operating Model

The operating model describes how the social impact theory will be
implemented in practice. It is a combination of specific activities, structures,
and support systems that are designed to work together to bring about the
intended impact. In developing an operating model, the first step is to trace a
chain of activity from inputs to outcomes, identifying every step that is
necessary in between. These direct productive activities will usually need to be
supported by more administrative functions, such as accounting, human
resources, fundraising, etc. When all of these elements are put together, the
result looks similar to the “value chain” in a business.

Designing, testing, and refining an attractive and effective operating model
requires a blend of analysis and creativity. Here, the idea to provide credit to
women entrepreneurs resulted from in-depth analysis of the economic
problems and realities present in these rural villages. Yunus microcredit
creative approach of peer-lending groups was distinct. One reason traditional
bankers were unwilling to extend credit to this market was the villagers lack of
assets to use as collateral. To address this concern, Yunus conceived of

Social Collateral

Muhammed Yunus and his innovative approach to addressing poverty in
rural Bangladesh. Here the “social collateral,” refers the strong social ties
and sense of obligation and responsibility towards each other. To capitalize
this social collateral, he established peer lending groups, small groups of
borrowers from the same village who meet regularly, support each other, and
share responsibility for repayment of loans made to anyone in the group. This
strategy to work without any collateral model was truly an act of innovation

in village society among poor women.

Resource Strategy

An operating model cannot begin to create value unless it is nurtured and
supported by a viable resource strategy. The two must mesh together neatly,
so that the entire business model is plausible and the on-going resource
mobilization process reinforces, rather than undermines, the effectiveness of
the operating model. At the most fundamental resource level, the social
entrepreneur needs ‘people’ and ‘things’ to go forward. People are most
important since they bring with them a wide array of intangible resources, such
as skills, knowledge, contacts, credentials, passions, and reputations. Things
allow people to put their intangible resources to effective use and can include
everything from office space to patents. In the social sector, both people and
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things can be acquired with or without using money. Thus, for social
entrepreneurs, a resource strategy is much more than a financial strategy.

Developing an attractive resource strategy often requires creativity, especially
given the intense competition for funding in this sector. In some instances, an
innovative resource strategy might even drive, or significantly impact, the
social venture’s operating model.

Community Education- Pratham

Pratham, a nonprofit organization in India addresses illiteracy and
malnutrition amongst the poorest children in Mumbai for only a few dollars
per child served each year. At the core of Pratham’s strategy is a commitment
to identifying and utilizing underused resources in their communities. Thus,
rather than set up traditional pre- schools, Pratham partners with community
organizations, local governments, and corporations to provide the physical
infrastructure for their programs, while recruiting and training teachers from
outside of the traditional workforce. This approach to employment allows
them to tap into another underutilized resource in their communities,
unmarried young women, while building a loyal and committed corps of
teachers who work for below-market wages. This “capital light” resource
strategy has not only allowed Pratham to grow quickly, but it also has helped
the Pratham leaders devise an effective and creative operating model. The key
to Pratham’s success, and something that all social entrepreneurs should
consider whenever a particular resource strategy demands modification of an
operating model, is that the resourceful approach does not undermine the
effectiveness of the model and ultimate social impact. In fact, the most
attractive resource strategies actually enhance social impact.

Operating Environment

Every new venture idea will be implemented in a distinctive operating
environment that will be favorable in some respects and challenging in others.
Although the relevant features of the operating environment will depend on the
specifics of the venture idea, including the social impact theory and the
business model, most ventures will make crucial assumptions about their
markets, the industry structure, the political environment, and the culture.

Personal Fit

As social entrepreneurs develop their ideas into worthwhile opportunities, they

also have to be sensitive to personal fit. Even if they have found an attractive
opportunity, it may not be a good opportunity for them. Mainly, three factors
should be considered in assessing personal fit: 1) commitment,
2) qualifications, and 3) stage of life.

Having the original idea is not a sufficient qualification for leading the venture.
Social entrepreneurs should conduct an honest self-assessment of whether they



have the skills, expertise, credibility, credentials, and contacts to make a
particular venture

work. If they wrote a job description for the CEO, would it fit them? Skills and
other personal assets can be developed on the job, but a poor fit in the
beginning should give the social entrepreneur pause. Attracting a strong team
can help compensate for some shortcomings, but social entrepreneurs should
make sure they have enough of the necessary skills and assets to warrant their
pursuing the opportunity.

Finally, would-be social entrepreneurs must decide whether it is the right time
in their lives to pursue this kind of opportunity. Career and family
considerations must be taken into account. Starting a new venture entails
opportunity costs, and its attractiveness should be assessed in relation to other
options. Successful social entrepreneurs may well have talents that would be
highly valued and well compensated if they chose to work for an established
business. Starting a social venture can present a career risk and put a strain on
personal relationships, and social entrepreneurs should enter the process with
full awareness of these risks. Ultimately, social entrepreneurs would be wise
to pursue only opportunities that fit their personal commitment, qualifications,
and stage in life.

In order to determine whether a promising idea can be transformed into an
opportunity worthy of serious pursuit, it is essential for the social entrepreneur
to articulate a compelling social impact theory and a plausible business model.
Developing a plausible business model requires designing an effective
operating model and crafting a viable resource strategy. These pieces must fit
together, and the assumptions embedded in them must be credible given the
environment in which the social entrepreneur intends to operate. Finally, the
requirements of the venture must fit the commitment, qualifications, and life
stage of the entrepreneur considering it. When all these elements are feasible
and aligned, the chances for success are relatively high, and those involved
can make a more informed estimate of the potential for social impact.

Check Your Progress 2 (CPY -2)

Notes: a) Write your answer in the space given below.
b) Compare your answer with those given at the end of the unit.

1. State whether the following statements are true or false by putting a
‘" over the appropriate word.

a) Personal experience often motivates, inspires, or informs the
idea generation process. (True/False)

b) The operating model describes how the social impact theory will
be implemented in practice. (True/False)
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c) Social entrepreneurs should conduct an honest self-assessment
of whether they have the skills, expertise, credibility, credentials,
and contacts to make a particular venture work.  (True/False)

d). Dr. Verghese Kurien started a Co-operative organization AMUL.
(True/False)

10.4 GLOBAL SOCIAL ENTREPRENEURSHIP
PROCESS

Global entrepreneurship is the process of an entrepreneur conducting business
activities across national boundaries. It may consist of exporting, opening a
sales office in another country or something as simple as placing a classified
advertisement in the Paris edition of the Herald Tribune. The activities
necessary for ascertaining and satisfying the needs and wants of target
consumers often take place in more than one country. When an entrepreneur
executes their business in more than one country, global entrepreneurship
occurs.

Significantly, a global social entrepreneur has to work in a completely new and
different nature of economic, political, legal, geographical and socio-cultural
environment.

Social Entrepreneurship is a field that has been practicing and generating
frameworks to continue to bring the best possible tools, regardless of the sector
that created them, to solve the most pressing problems. The seeds of social
enterprise originated in different ways across the globe simultaneously: in
Europe with cooperatives and then work integration schemes; in Bangladesh
in the 1970s with microfinance; in Africa with Ubuntu and Afrocapitalism; in
Latin America with renowned examples of social entrepreneurship, such as
digital social currencies (e.g., Brazil’s Palmas Bank) ; in the United States,
with innovative individuals in the 1980s. With a long trajectory to back it up,
social entrepreneurship has never been more relevant for the world than it is
today.

At this point in history, faced with the triple whammy of global pandemic,
climate crisis, and the risk of food and energy scarcity due to the conflict in
Ukraine, humankind has no choice but to become more creative, innovative,
and collaborative in how we organise ourselves. In terms of impact on the
natural environment, business-as-usual was already broken. And then, with
one-third of the globe’s population in some form of lockdown at the height of
the pandemic, business ground almost to a halt.

Amidst the calls to get the economy back up and running, there are also calls
to rebuild differently, greener, and with greater equality for all. While the
pandemic and other crises are dreadful, they also bring opportunity for change.



Considering the importance of accelerating change towards Capitalism and
creating societies and economies capable of solving problems for everyone
requires reframing the roles and relationships of all actors in society, including
companies, public administrations, NGOs and civil society. In reinventing
ourselves and how we relate to each other, we need to consider how to adapt
this new model to each context. Social entrepreneurship has already proven to
be relevant across the globe and capable of adapting to the needs of each
region.

Not only has social entrepreneurship proven capable of adapting
geographically, but it has also taken various forms that have made it all the
more relevant. Social enterprise is particularly useful and timely today because
it cuts across left-right politics. Following the Cold War, the idea and practice
of free-markets swept across the globe as the winning ideology of the time.
This is evident in the trend of the nonprofit and public sectors becoming more
business-like, part of the social enterprise story.

Since then, there have been growing calls for businesses to become more
social. And the concept of social business and corporate sustainability emerged
as another strand of the social enterprise story. The solidarity economy moves
us beyond the dichotomy of left-right politics that holds so much conflict and
division, and creates a space where we can rebuild together using the best
possible tools, irrespective of where they come from. As we strive to build a
world in which we would rather live during the most challenging crises our
generation has ever experienced, let us take advantage of so much that the field
of social entrepreneurship has to offer.

10.5 SOCIAL ENTREPRENEURSHIP IN INDIA

The scope for Social Entrepreneurship in India is growing in the contemporary
post-liberalisation (after 1991) period. Mainly, there are the following three
types/models of social entrepreneurship are working in India:

1)  For-profit social enterprise
i1) Non-profit organization or public charitable trust
ii1) Hybrid model

In addition to the above-mentioned models, other ways of creating impact in
India are through philanthropy and through Corporate Social Responsibility.
India has been regularly receiving global philanthropic money. Recently there
has been a rise in local contributions from wealthy individuals with short and
long-term vision. A new breed of high-net-worth individuals from the
corporate sector is looking at investing philanthropic money in the form of
grants and impact investments. Currently strategic philanthropy in India is still
at a nascent stage.

The practice of Corporate Social Responsibility (CSR) in India still remains
within the philanthropic space, but has moved from institutional building
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(educational, research and cultural) to community development. With the
communities becoming more active and demanding paired with global
influences, CSR is becoming more strategic in nature (i.e., linked more
closely with business goals rather than being purely philanthropic ). By
discussing a company’s relationship to its stakeholders and integrating CSR
into its core operations, the impact needs to go beyond communities and
beyond the concept of philanthropy. This opens up big opportunities for the
development sector to unlock local capital for not only solving short-term
social problems but also investing into long-term social entrepreneurship.
With the new Companies Act Bill 2013 every company needs to spend
at least 2 per cent of its average net profit for the immediately preceding
three financial years on Corporate Social Responsibility (CSR) activities.

e anet worth of X500 crore (¢.78 milion US$) or
e aturnover of X 1,000 crore (¢.157 milion USS$) or
e net profit of X 5 crore (¢.783°350 US$)

i) The For-Profit Social Enterprise

Social enterprise is legally structured as a for-profit/ business entity with a clear
social impact goal defined. In India, there are five options to set up a for-profit
social enterprise: Sole proprietorship, partnership, limited liability partnership,
private firm, and as a co-operative. 80 per cent of Indian social enterprises are
structured as a for-profit private limited company (PLCs). This type of legal
structure is perhaps best suited for social enterprises that are looking for growth
and profitability. The business model is based on the social impact it wants to
make or the social problem it is trying to solve. Key features of social
enterprise are:

o The benefactors of the impact and the target customers paying for the
product or service might or might not be the same.

e The enterprise can be structured for impact investments with options of
debt or equity; will report its profits or returns as well as its social impact
reporting of their work.

e The social enterprise internally functions like any other commercial
business in terms of management, operations, people, and resources.

ii) Non-profit organization or public charitable trust

A non-profit organization is legally structured in India as a charitable Trust
(under the Indian Trusts Act, 1882), NGO (under the Companies Act, 1956),
or Society (pertaining to societies registration, of the concerned state). The
non-profit has to use approximately 80 percent of its funds as charity for the
public good and 20 percent of its funds for operational and internal
organization costs. Non-profits work on a grants model, but they can earn
revenue that has to be for 100 percent charity in fund usage.



The biggest benefit of registering as a non-profit is the eligibility to get tax
benefits under the Income Tax Act of 1961, and they can also accept foreign
donations under the Foreign Contribution (Regulation) Act. One of the
problems with this model is perhaps the inability to hire top-class talent or
invest in the latest technology and infrastructure.

iii) The Hybrid Model

With the evolution of the concept of social entrepreneurship, new successful
models of sustainable income have been seen. The hybrid model brings a non-
profit entity and a business (for-profit) entity together to solve the social
problem. The non-profit entity is able to raise/ accept grants for the
benefactors, and at the same time, it can charge for its services/ products
through its business entity as a revenue model. The hybrid model helps
organizations aiming to achieve high social impact by offering them cross-
subsidy options that strike a balance between customer acquisition and quality
access of services to beneficiaries.

In India, social entrepreneurs are mainly working in the field of education (i.e.
Pratham, etc.), agriculture (e.g. Aakruthi Agricultural Associates, Janani
Agriserve etc.), healthcare (Narayana Hrudayalaya, Arvind Eye Care etc.),
renewable energy (Nuru Energy, Urja Unlimited and Greenway Grameen
Infras, Greenlight Plant and ONergy etc.), manufacturing and skills
development (Skillsonics India Pvt. Ltd etc.).

10.6 CHALLENGES OF SOCIAL
ENTREPRENEURSHIP

The journey of any social entrepreneur in the world is not an easy one. In their
quest to make the world a better place, the path is not straight. The challenges
arise from both societal and economic factors. A social entrepreneur
encounters mainly the following challenges to achieve their goals:

a) Competition

The increasing number of entrepreneurs over time has resulted in competition.
Hence, concentrate on cost effective, environmentally friendly, consumer need
based products is the need of the hour. In the globalization era, survival o small
and medium-scale enterprise is difficult when the large-scale industries are
competing.

b) Technology

Technology is the prime force for the success of the enterprise. In the patent
era, the affordability and availability of cost-effective technology is a difficult
task.

¢) Finance

Finance availability at right proportion at right time is a major challenge.
Without adequate finance, entrepreneur will be in trouble to proceed with the
activities of an enterprise.

Social
Entrepreneurship
Process
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d) Publicity

In this globalization era, sales promotion in the form of publicity through
advertisement is very essential. Most of them are giving the least preference to
advertisements because of the high cost of advertisements.

e) Consumer behavior

One of the greatest challenges of running the business is consumer satisfaction
with the product. Production and marketing of need-based product according
to consumer taste and preference is the only way to lead the enterprise in the
success path. The demand for fishery value added and by-products are gaining
acceptance and a good market, mostly in urban areas.

Most of the time, the failure of the enterprise is mainly due to inadequate
planning. Hence, care should be taken before starting the enterprise by giving
sufficient time for planning before you proceed.

In addition to above mentioned challenges, the social entrepreneurs encounter
other challenges, which are lack of favorable government policies and legal
framework, lack of skilled workers, digital gaps, lack of infrastructure, funding
and logistics support, etc.

Check Your Progress 3 (CPY -3)
Notes: a) Write your answer in the space given below.
b) Compare your answer with those given at the end of the unit.

1. State whether the following statements are true or false by putting a
‘A" over the appropriate word.

a) Technology is the prime force for the success of the enterprise.
(True/False)

b) Most of the time, the failure of the enterprise is mainly due to
inadequate planning. (True/False)

c) In this globalization era, sales promotion in the way of
publicity through advertisement is very essential.  (True/False)

d). Without adequate finance, entrepreneur will be in trouble to

proceed with the activities of an enterprise. (True/False)

10.7 LET US SUM UP

Social entrepreneurship is a challenging task in worldwide because the
ultimate aim of the social entrepreneur is to solve social problems. But
generating profit is also essential for running the social enterprises. In the
contemporary scenario of pandemic and climate change, social



entrepreneurship is a ray of hope for the welfare of humankind. The scope of Social

. .. . . . Entrepreneurship
social entrepreneurship is bright in India. Process

10.8 IMPORTANT TERMS

Entrepreneurship: Entrepreneurship is the quality of an entrepreneur that
is needed for the effective functioning of a business by utilizing the available
opportunities.

Entrepreneur: Entrepreneur is defined as one who undertakes a
business/enterprise, by assuming responsibility, control and risk.

Enterprise: Enterprise is the entity or a business that is started by an
entrepreneur.

Promising idea: An idea which have the potential to be successful.

Guardian Angel: A type of guardian angel or belief that guides a particular
person, group or nation a major role in ancient Judaism. In Christianity, the
hierarchy of angels was extensively developed in the 5th century by pseudo-
dionysius. The belief is that guardian angels serve to protect whichever person
god assigns them to.

10.9 TERMINAL QUESTIONS

1.  What do you mean by entrepreneurship, entrepreneur and enterprise?
2. How is social entrepreneurship different from business entrepreneurship?

3. Describe the social entrepreneurship in the global and Indian context
with suitable examples.

4. What is the scope of social entrepreneurship in contemporary India?

5. Describe the challenges encountered by a social entrepreneurship.

10.10 ANWERS TO CHECK YOUR PROGRESS

CPY -1 (i) True; (b) True; (c) True; (d) True
CPY -2 (i) True; (b) True; (c) True; (d) True

CPY -3 (i) True; (b) True; (c) True; (d) True
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