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Know Thy Necessity
Entrepreneur: Leverage
CSR For A Stronger Impact

Disha Bhanot & Sheila Roy

Problem of Practice:

One way companies in developing economies can
fulfil their corporate social responsibility (CSR) is
through supporting and strengthening mecessity
entrepreneurs’— people pushed into self-employment
due to lack of job opportunities. A deeper
understanding of the entrepreneurial processes
followed by necessity entrepreneurs can help CSR
leaders shape initiatives that will impact social
development. Two studies — one by John C. Dencker,
Sophie Bacq, Marc Gruber and Melvin Haas, and
another by Christiana Weber, Anja Fasse, Helen M.
Haugh and Ulrike Grote - provide a framework for
CSR leaders to help structure institutional support for
different types of necessity entrepreneurs

"*The two articles— '‘Reconceptualizing Necessity Entrepreneurship: A Contextualized Framework of Entrepreneurial Processes
Under the Condition of Basic Needs' by John C. Dencker, Sophie Bacq, Marc Gruber and Melvin Haas featured in Volume 46 of
Academy of Management Review and 'Varieties of Necessity Entrepreneurship — New Insights From Sub Saharan Africa' by
Christiana Weber, Anja Fasse, Helen M. Haugh and Ulrike Grote featured in Volume 47, Issue 5 of Entrepreneurship Theory and
Practice— talk about a framework for CSR leaders to help structure institutional support for necessity entrepreneurs
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CSR for necessity entrepreneurs

Recent reports have shown that entrepreneurship has
become the go-to solution for the unemployed? Youth
unemployment is a widespread issue across BRICS
countries and the global South, with a rate of 17.5%,
according to a recent 2024 International Labour
Organization report! Those who cannot find steady
employment are forced to emulate entrepreneurial
'success stories' and become necessity entrepreneurs'
(those who go the entrepreneurship route due to lack of
other income-generating opportunities). Necessity
entrepreneurship is driven by the need to fulfill basic
physiological requirements, such as food, shelter and
clothing.

Most necessity entrepreneurs start businesses based on
what they already know and see around them. The
reason for this is simple. On their own, necessity
entrepreneurs generally have little or no ability to add
new skills or experiment with novel services. This
constrains their potential and diminishes their odds of
building a viable enterprise. Access to institutional
support can provide the necessary impetus and capacity
to fuel growth. Corporations are in a position to provide
this kind of support, which can also help their corporate
social responsibility (CSR) initiatives.

The CSR Journal's profile of Top 50 Companies for CSR
and Sustainability in 2023 finds mention of the terms
‘entrepreneurs' or 'entrepreneurship’ in only 11 of the
Top 50 companies and, of the eleven, ten are specific to
women en‘crepreneurs.5 The term 'livelihood', on the
other hand, has far more mentions across all companies.

As per a research paper, an estimated one
billion individuals in developed and developing
nations can be defined as necessity
entrepreneurs — individuals who have no other
viable option for legitimate income than to start
a small, income-generating activity

Prima facie, it appears that CSR is not adequately
supporting necessity entrepreneurs, given a lack of
tailored programs that can address the unique
challenges faced by necessity entrepreneurs, and
skewed resource allocation towards high visibility
projects®’ We believe that companies can reshape
their CSR narrative of developing livelihoods (for
poverty-stricken beneficiaries) to focus on fostering
entrepreneurship, particularly by supporting and
strengthening initiatives by necessity entrepreneurs.

With a more nuanced understanding of the diversity of
necessity entrepreneurs and the entrepreneurial
process they adopt, CSR leaders can draw insights
from the research by Dencker and team, so as to design
and implement effective interventions to promote
entrepreneurship as a core objective.

Process dimensions

Simply put, an entrepreneurial process could be
defined as the entrepreneur's way of doing business.
The two primary factors that explain the different
entrepreneurial processes of necessity entrepreneurs
are: skill level and presence/absence of institutional
levers. The interplay of these two levers manifests in
four different entrepreneurial processes, as shown in
the framework (Figure 1) and explained thereafter.

Figure 1: Framework of entrepreneurial processes of
necessity entrepreneurs
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Source: Adapted by the authors from the article by Dencker et al

Replication process

Necessity entrepreneurs with low skill level typically
resort to replication when they start a new
entrepreneurial venture i.e, they tend to set up
businesses that are similar to the ones they see in their
locality. The book Poor Economics by Nobel Laureates
Banerjee and Duflo highlights the phenomena that is
overtly visible to a layman but seems invisible to policy
makers and corporates implementing CSR3?

“If you have few skills and little capital . . . being an
entrepreneur is often easier than finding an employer
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with a job to offer. You buy some fruits and vegetables or
some plastic toys at the wholesalers and start selling them
on the street; you make some extra dosa mix and sell the
dosas in front of your house; you collect cow dung and dry
it to sell it as a fuel; you attend to one cow and collect the
milk. These types of activities are exactly those in which
the poor are involved.” '

Skill preserving process

In the absence of institutional support, necessity
entrepreneurs capitalize on the skills they have acquired
through higher education and apply them to diverse
contexts. Take for example, chartered accountants
working with Farmer Producer Companies (FPCs) in
India (legally registered entities formed by farmers to
leverage collective strength and promote better market
access for agricultural products). One of the annual
compliances for a farmer-producer company is to file
return on income. Farmers lack specialized knowledge in
these areas. Graduates in accounting, unable to secure
formal employment, often offer accounting services to
these FPCs. These entrepreneurs preserve their skills by
working on ad-hoc services requirements such as audit,
income tax filing among others. The Devnadi FPC in the
Nasik district of Maharashtra, India, relies on the
expertise of accountancy graduates to manage its return
filings. This was highlighted in our interactions with the
late Mr. Sunil Pote, founder of the NGO Yuva Mitra,
which played a key role in promoting Devnadi FPC. With
the government actively promoting farmer collectives
like FPCs, there is increasing need for strong governance
practices in their management, a role where such

necessity entrepreneurs can leverage their expertise
effectively.”

Experimental replication process

Necessity entrepreneurs with low skill levels who have
institutional support can pursue an experiential
replication process. Let's say that a regional cluster has
plenty of mobile sellers or street food vendors and more
people want to start their own business due to lack of
regular employment opportunities. This is a situation
where an organization can help transform the lives of
future entrepreneurs who might normally consider
similar businesses, even though the cluster is already
saturated, for the lack of alternatives. The organization
can help by identifying untapped business opportunities
and providing institutional support in the form of
providing training and capital to start these businesses.

An organization's CSR initiatives can help
support skill development as well as create
levers in the form of capacity-building
institutions. They can even, in some
circumstances, act as intermediary organizations
that can help shape the market for exchange of
goods and services

One such example is the Crown Flour Angels Baking
Academy, which was started in early 2023 by Olam Agri,
a leading agribusiness in Nigerial? The academy was
launched to expand women's participation in the
country's economy. Research conducted by the
organization indicated there was plenty of demand, but
the baking industry was dominated by males. Further,
there was a substantial untapped opportunity to expand
production of cakes. The academy, located in Kano
state, founded the academy to equip women with baking
skills that would help enhance their earnings. This
initiative allows women to move from being low-skilled
and unsupported to being entrepreneurs with a skill set
that is in demand. For this program, the primary
motivation is helping participants generate a steady
income stream. But there is even better opportunity to
help these women further. The organization can do
better by also providing support to open bakeries
and/or sell products directly to large grocery chains.

In India, Project Shakti by Hindustan Unilever Limited
(HUL) has done just that since 2000.2 It has created a
sustainable, resilient business model by financially
empowering rural women and creating livelihood
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opportunities. HUL has helped create self-help groups
of 'Shakti Ammas' (strong moms) in districts with high
poverty rates. These entrepreneurs are provided with
training and can purchase HUL products at a discount.
They can, then, resell these products not only to the
outlets in their villages but also directly to consumers.
Recognizing the difficulties that these Shakti
entrepreneurs may face while beginning their journey,
the conglomerate offers them cash incentives to visit a
specified number of houses or store, providing
additional incentives for the amount of products sold to
keep them going!* HUL has also identified an
implementation partner - the Marketing and Research
Team (MART), a rural consulting firm - to do the
groundwork. MART studies a new 'market’ to ascertain
its potential, examine local prosperity levels, assess the
existing presence of self-help groups, NGOs and micro-
credit agencies, as well as HUL's reach, to determine the
suitability for Project Shakti. This program has been
extremely successful as there are now over 120,000
Shakti Ammas in 18 states in India."®

Skillleveraging process

Necessity entrepreneurs with high skill levels who have
received the required institutional support can pursue a
skill-leveraging entrepreneurial process. As suggested
by Dencker et al, CSR initiatives of organizations can
make a significant impact when they not only help
identify a gap which can be tapped by necessity
entrepreneurs but also provide the necessary support to
the entrepreneurs to help them transition from being in
the crowd to stand out from the crowd.

Microsoft's CSR initiative, MySkills4Afrika program, is
doing just the same as it connects Microsoft employees
with entrepreneurs, startups and non-profits across
Africa to share skills, knowledge and expertise.® By

engaging with high-skill individuals to develop software
applications and working on real-life projects, the
program aims to foster digital transformation, build
local capacity and empower entrepreneurs through
mentorship, training and guidance in areas like
technology, business strategy and leadership. The key
highlight of this program is its integration into
Microsoft's core business activities, rather than
operating separately as a supplementary CSRinitiative.

Organizations wanting to make a difference with CSR
may also take inspiration from Kudumbashree — the
government of Kerala's poverty eradication program —
on how to provide institutional support to the
entrepreneurs.”” Kudumbashree not only provides
support to tailors (among others) to improve their skills
in garment making business but also provides marketing
intervention by taking up a variety of development and
support activities, ranging from facilitation of trade fairs,
establishment of community-based networks for
forward market linkages, establishment of retail brick
and mortar stores and e-commerce and digital
marketing.!® Without such institutional support, there is
very limited growth potential in the business of tailoring.
The CSR initiative could be further aimed at opening
mini apparel parks (which require a fair bit of capital
expenditure) where 20 to 50 trained tailors can come
together and engage in the production process with
advanced facilities. This would be a case of CSR
supporting a group of highly skilled necessity
entrepreneurs (artisans) - and, in the process, helping
the individual entrepreneurs, too.

Nudging up the value matrix

A separate study by Weber et al, asserts that necessity
entrepreneurs may develop their skills through their
own motivation to move up the skill value chain.!® Let us
take the example of weavers in Phulia town in West
Bengal, India, who weave sarees for brands such as Suta.
This $10 million ethnic wear brand in India has taken
efforts to develop a base of 14,000+ weaver community
to serve the growing saree market in India.?® To begin
with, an inexperienced worker might start with simpler
tasks such as routine quality checks under the guidance
of an experienced weaver. With Suta's support and
training (high institutional support), the worker
gradually acquires weaving skills. Over time, the worker
hones these skills further through practice, even without
direct institutional involvement. As their expertise
grows, they may take on more advanced responsibilities,
such as overseeing quality checks for other weavers.
The weaver is then able to supplement their income
by taking on related tasks, such as quality control
inspections in Suta's warehouses, for which Suta
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provides specialized training (as told by Suta's co-
founder, Sujata Biswas).?' This nature of engagement
allows necessity entrepreneurs to move up by
experiential replication (see Figure 2) and then sideways
into high skill preserving and eventually moving to skill
leveraging. The graph also shows how CSR managers
need to have a long-term view of the impact of their
activities.

Figure 2: Navigating through different entrepreneurial
processes
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CSR funding would exert a more profound and positive
impact on the community, if the department
complements funding with other forms of institutional

support. For example, a popular CSR initiative in
developing economies is training rural women in sewing.
Once the training is over, the organization, as a part of its
CSR, may donate sewing machines to these women and
declare 'Mission Accomplished'. But problems often
occur once the women leave the training, as they find it
difficult to make aliving from the sewing machines, if the
demand for such skills is low in their communities. The
same initiative could be much more effective if the
organization continued its support beyond the initial
training and also helped these entrepreneurs find
suitable business opportunities, investing more effort to
ensure the program participants' potential success.
While this approach requires additional investment, it is
also a platform for higher impact.

An organization's CSR initiatives can help support skill
development as well as create levers in the form of
capacity-building institutions. They can even, in some
circumstances, act as intermediary organizations that
can help shape the market for exchange of goods and
services. These developmental resources can be rare
and high-value additions to help unemployed, unskilled
potential entrepreneurs become highly skilled workers
who can own their businesses.

Chief Sustainability Officers should care to know their
entrepreneurs well and ask, “What is the skill level and
skill focus of the necessity entrepreneurs we wish to
invest in?” “What are the best economic opportunities
for this skill set?” and “What resources - such as, skilling,
microfinance, and other institutional support - would
help the entrepreneur make most of the available
opportunities?” Getting answers to these questions will
help organizations achieve the highest impact for their
CSRinvestments.
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