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Overview 
 

With	over	 65	 per	 cent	 of	 the	 population	 under	 35	 and	 close	 to	 100,000	 entering	 the	 job	
market	every	month,	India	is	a	young	and	dynamic	nation.	The	private	and	formal	sector	is	
relatively	 small	 in	 India	 and	 as	 a	 result,	 it	 is	 ill-equipped	 to	deal	with	 the	pace	 and	 sheer	
volume	of	 young	 talent	 entering	 the	market.	 85%	of	 the	population	work	 in	 the	 informal	
sector	and	 in	unregulated,	often	 low	paid	 conditions.	 In	addition,	 the	disparities	between	
urban	and	rural	settings	in	terms	of	infrastructure	and	employment	opportunities	are	stark.	
	
India	is	home	to	the	largest	number,	over	800	million	people,	who	lack	access	to	basic	services	
such	as	energy,	healthcare,	education	and	water	and	sanitation.	The	country	has	40%	of	the	
world’s	 poorest	 people	with	 close	 to	 30%	of	 the	 population	 living	 under	 the	 poverty	 line	
(British	 Council,	 2016).	 These,	 in	 the	 so	 called	 Base	 of	 the	 Pyramid	 (BoP),	 present	 both	
challenges	 and	 opportunities	 for	 the	 growth	 and	 development	 of	 the	 nation.	 For	middle-
income	 countries	 that	 have	 seen	 a	 rise	 in	 growth,	 inequality	 remains	 a	 major	 barrier	 to	
development	and	how	both	the	Indian	Government	and	the	private	sector	responds	to	this	
challenge	will	have	a	great	impact	on	the	future	socio-economic	progress	of	the	nation.		
	
The	context	of	India	as	set	out	is	complicated.	But	what	is	clear	is	that	the	need	for	sustainable	
livelihoods	is	immense	and	it	is	an	opportune	time	to	combine	enterprise	growth	with	socio-
economic	 change	 and	 development.	 The	 opportunity	 that	 the	 social	 enterprise	 sector	
presents	 for	 local	 development	 and	 helping	 in	 poverty	 reduction	 are	 immense	 however,	
combined	with	the	right	resources	and	skills,	the	implications	for	the	nation’s	own	growth	
through	 their	 scale	 and	 impact	makes	 them	 incredibly	 powerful	 agents	 for	 change	 in	 the	
country.	
 

The Role of the Private Sector 
 

There	is	great	opportunity	for	the	private	sector	in	rising	to	the	challenge	of	meeting	social	
and	economic	barriers	to	growth	by	recognising	the	$358	billion	USD	in	disposable	income	
that	 the	 BoP	 represent	 in	 potential	 sales.	 Seeing	 the	market	 opportunities	 in	 developing	
products	and	services	for	low-income	households	shifts	them	to	being	considered	consumers	
rather	 than	 largely	 uncatered	 for	 and	 invisible	 in	 the	 market.	 Companies	 like	 Unilever	
Hindustan	are	targeting	the	sale	of	smaller,	and	therefore	cheaper,	products	such	as	hand	
soap	to	the	poorest	communities	as	they	recognise	the	market	potential.	Combined	with	local	
distribution	 networks	 that	 works	 with	 local	 entrepreneurs,	 the	 product	 is	 tied	 to	 social	
purpose	goals.	The	business	recognises	that	by	putting	social	and	environmental	purpose	at	
the	 heart	 of	 sales	 and	marketing	 operations	 is	 the	 only	 way	 to	 ensure	 an	 equitable	 and	
sustainable	economy	 for	 the	21st	Century.	 Through	delivering	affordable	and	high	quality	
services	to	the	poorest	in	society,	whilst	at	the	same	time	creating	revenues,	jobs	and	profits	
through	adapted	business	models	will	 the	business	be	able	 to	sustain	 its	own	growth	and	
profitability	(British	Council,	2015).	Such	innovative	business	models	that	combine	traditional	
multinationals	with	the	promotion	of	localised	micro-entrepreneurship	help	to	scale	regional	
and	grassroot	development.		
	
In	addition,	the	Micro,	Small	and	Medium	Enterprise	(MSME)	sector	presents	an	opportunity	
for	the	six	million	artisans	in	the	country,	77%	of	whom	are	from	rural	communities	which	are	
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economically	disadvantaged	and	do	not	have	access	to	the	mainstream	economy.	Developing	
the	MSME	sector	presents	a	structured	and	integrated	way	for	the	traditionally	socially	and	
economically	disadvantaged	to	sustainable	support	their	own	development.	
	
The Micro, Small and Medium Enterprise Sector 
	
The	MSME	sector	has	emerged	as	a	dynamic	part	of	 the	 Indian	economy	 in	 recent	years.	
According	 to	 data	 provided	 by	 the	 Ministry	 of	 Micro,	 Small	 and	 Medium	 Enterprises,	 it	
contributes	8%	to	the	national	GDP,	45%	to	total	manufacturing	and	40%	to	the	exports	of	
the	country.	Close	to	60	million	people	are	employed	in	the	26	million	enterprises	that	make	
up	 the	 sector.	 This	 emergence	 has	 come	 about	 with	 limited	 government	 legislation	 and	
incentives,	 poor	 access	 to	 finance	 and	 financial	 products	 and	 tough	 market	 conditions.	
MSMEs	have	also	historically	faced	inadequate	access	to	technology,	poor	infrastructure	and	
the	scarcity	of	a	skilled	workforce.	Nonetheless,	it	does	show	that	the	potential	to	increase	
the	sector’s	contribution	to	the	national	GDP	are	there.	
	

The Role of the State 
	
Since	 2005,	 there	 have	 been	 a	 number	 of	 government	 initiatives	 to	 foster	 enterprise	
development.	A	mixture	of	governmental	policies	and	high	profile	campaigns	are	showcasing	
that	India	is	open	for	business.		
	
The	scale	of	bureaucracy	in	India,	differences	in	state	and	official	languages,	urban	and	rural	
infrastructure	 discrepancies	 and	 the	 sheer	 population	 of	 the	 country	 makes	 a	 unified	
approach	 to	 enterprise	 growth	 incredibly	 difficult	 to	 manage,	 as	 well	 as	 to	 navigate.	
Furthermore,	academic	disparities	across	states	means	that	in	order	for	enterprises	to	scale,	
attracting	the	right	skills	and	talent	is	a	definite	barrier	to	growth.	The	response	to	enterprise	
growth	and	development	is	therefore	one	that	requires	a	comprehensive	and	multifaceted	
approach	by	the	state.	Though	there	have	been	some	initiatives	that	have	been	introduced	
by	the	Government,	how	effective	they	are	is	questionable.	
	

India Inclusive Innovation Fund 
	
The	National	Innovation	Council	established	the	India	Inclusive	Innovation	Fund	in	2005	which	
provides	 funding	 for	 startups	 and	 social	 enterprise	 innovation.	 The	 programme	 was	
considered	a	priority	under	the	government’s	five-year	plan	at	the	time	and	following	on	from	
this,	2010-2020	has	been	termed	the	Decade	of	Innovation	with	$780	million	USD	allocated	
to	 enterprise	 development.	 The	 Minstry	 of	 Micro,	 Small	 and	 Medium	 Enterprises	 was	
established	in	2006	to	focus	specifically	on	the	promotion	of	the	sector	and	to	improve	its	
access	to	finance	and	financial	products.	The	benefits	of	the	MSME	sector	have	been	seen	
globally	-	in	half	of	the	high	income	economies	with	formal	MSMEs,	45%	of	the	workforce	is	
employed	in	the	sector,	compared	to	only	27%	in	lower-income	economies	(Grant-Thornton	
&	FICCI,	2013).	As	India	becomes	further	integrated	in	to	global	supply	chains	and	is	continued	
to	be	seen	as	a	key	service	provider,	the	MSME	sector	provides	an	opportunity	to	redress	that	
discrepancy,	drive	national	industry	growth	and	help	address	the	much	needed	employment	
gap.	
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National Government Initiatives 
	
With	the	entrance	of	Narendra	Modi	as	the	Indian	Prime	Minister,	the	Bhartiya	Janata	Party	
(BJP)	has	focused	on	positioning	India	as	a	credible	business	partner	through	the	promotion	
of	initiatives	like	Make	in	India	which	have	been	established	to	bolster	enterprise	growth	and	
further	the	country’s	position	within	the	global	supply	chain	market.		Such	programmes	have	
been	supported,	in	part,	by	government	activities	like	the	Union	Budget	of	2013/14	where	
provisions	were	made	for	preference	benefits,	fund	allocations	including	funding	for	research	
and	development,	improving	MSME	access	to	bank	credit	and	to	find	sources	of	funding	and/	
or	investment.	Such	measures	recognise	that	the	sector	plays	a	pivotal	role	in	the	country’s	
overall	industrial	development	and	that	policies	and	procedures	are	needed	to	support	the	
market.	Launched	by	the	Ministry	of	Skills	and	Entrepreneurship	in	2015,	the	National	Skill	
and	 Entrepreneurship	 Policy	 includes	 a	 section	 on	 social	 entrepreneurship	 and	 grassroot	
innovation	and	marks	a	further	step	change	by	the	government	to	recognise	the	value	that	
social	enterprise	can	deliver	with	the	right	infrastructure	in	place.	
	
Initiatives	like	Digital	India	have	provided	opportunities	for	both	social	change	and	enterprise	
solutions.	Through	an	investment	of	close	to	$18	billion	USD,	it	aims	to	transform	the	country	
into	 a	 digitally	 empowered	 and	 knowledge	 based	 economy.	 The	 plan	 is	 to	 bring	 internet	
broadband	to	over	two	hundred	thousand	villages,	mobile	connection	with	banking	to	over	
forty-two	thousand	villages	and	provide	universal	digital	literacy.	Integration	in	to	the	digital	
landscape	provides	a	whole	host	of	opportunities	for	enterprise	development	for	the	poor.	
For	 artisans,	 traders	 and	 weavers,	 the	 establishment	 of	 e-commerce	 platforms	 means	
connecting	 rural	 communities	 with	 an	 urban	 customer	 base	 and	 a	 credible	 platform	 for	
payments.	 It	 also	means	 that	 they	 are	 able	 to	 establish	 a	direct-to-consumer	 relationship	
taking	out	agents	who	may	take	a	large	percentage	of	any	sales.	Such	autonomy	will	enable	
artisans	to	have	better	control	of	their	pricing	mechanisms	and	a	greater	share	of	their	overall	
profits.	 Health-based	 social	 enterprises,	 like	 Project	 ECHO,	 are	 able	 to	 create	 networks	
between	 rural	 communities	 and	 expert	 healthcare	 providers	 and	 consumer	 goods	 based	
companies	are	able	to	access	last-mile	customers	through	networked	distribution	channels.	
Penetration	in	to	the	countryside	will	account	for	bringing	almost	68%	of	the	total	population	
online	with	major	socio-economic	implications.		
	
The	potential	for	micro	and	small	enterprises	to	meet	the	development	challenges	in	India	is	
enormous	 however,	 as	 is	 often	 the	 case,	 the	 speed	 of	 transformation	 is	 incredibly	 slow.	
Despite	lots	of	positive	steps	there	are	however,	inconsistencies	within	government	policies	
and	these	high	profile	campaigns	that	lack	joined	up	thinking	on	the	infrastructure	needed	
for	 enterprise	 and	 social	 enterprise	 development.	 Ultimately,	 this	 hinders	 the	 sector	 in	
realising	 its	 potential	 as	 many	 do	 not	 survive	 the	 bureaucratic	 hurdles.	 For	 example,	
campaigns	like	Start	Up	India,	launched	in	2016	to	promote	enterprise	growth	in	the	country,	
though	prioritising	support	for	micro	and	small	enterprise	incubation,	fails	to	recognise	the	
specific	needs	of	the	social	enterprise	sector,	nor	provide	opportunities	specifically	tailored	
for	 it.	 Many	 therefore	 look	 outside	 of	 the	 country	 to	 raise	 the	 funding	 to	 incubate	 and	
accelerate	social	enterprise	development.		
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The Social Enterprise Landscape 
	
The	 social	 enterprise	 sector	 is	 seeing	 growth	 in	 India	 as	 one	 component	 of	 the	 MSME	
landscape.	 These	 businesses	 see	 the	 rural	 poor	 as	 potential	 consumers	 rather	 than	 just	
producers	 and	 business	models	 as	 a	 vehicle	 for	 achieving	 social	 impact	 rather	 than	 a	 by-
product	of	operations.	The	sheer	number	of	people	living	in	poverty	is	considered	to	be	an	
opportunity,	 both	 for	 enterprise	 establishment	 as	 well	 as	 presenting	 a	 yet	 untapped,	
consumer	market.	
	
Globally,	there	has	been	lots	of	attention	on	social	micro-enterprises	-	businesses	that	are	
driven	 by	 meeting	 a	 socio-economic	 or	 environmental	 need	 whilst	 also	 recongnising	 the	
opportunity	 they	 present	 in	 making	 financial	 as	 well	 as	 socio-environmental	 returns.	
Organisations	 such	 as	 the	 IFC,	 donors	 like	 the	 British	 Government’s	 Department	 for	
International	Development	and	the	British	Council,	and	not-for-profit	investors	like	the	Bill	&	
Melinda	Gates	Foundation	amongst	others	are	all	looking	at	diversified	models	that	inspire	
and	encourage	enterprise	growth	in	the	developing	world.		
	
Social	 enterprises	 provide	 an	 opportunity	 to	 push	 the	 potential	 of	 the	 private	 sector	 and	
incorporate	socio-economic	change	into	the	very	make	up	of	corporate	models.	Traditional	
not-for-profit	 organisations	 are	 increasingly	 transferring	 to	 for-profit	 structures	 to	 reduce	
donor	dependency,	 secure	sustainable	 funding	and	create	scale	over	 time.	This	 is	 thereby	
creating	a	more	entrepreneurial	environment	for	social	change	(Intellecap,	2012).	This	has	
also	been	facilitated	in	India	by	the	amendments	to	the	Companies	Act	in	2013.	This	has	led	
to	 a	 disruption	 in	 the	way	 that	 social	 and	 environmental	 programmes	 are	 able	 to	 access	
private	sector	funding	as	listed	companies	over	a	certain	size	are	mandated	to	spend	2%	of	
revenue	on	corporate	social	responsibility	programmes.		
	
Support Ecosystems 
	
Social	 entrepreneurs	 face	 many	 of	 the	 same	 challenges	 that	 mainstream	 MSME	
entrepreneurs	 face;	 access	 to	 finance	 and	 securing	 a	 talented	 workforce	 being	 the	main	
barriers	to	scale	and	success	for	both	types	of	ventures.	That	said,	social	entrepreneurs	are	
also	faced	with	navigating	evolving	economic,	political,	physical	and	cultural	environments	to	
create	social	change	whilst	also	demonstrating	tangible	impact.	For	systemic	developmental	
changes,	this	is	much	harder	to	demonstrate	in	early	stages	as	change	happens	over	a	longer	
period	of	time.	The	inability	to	demonstrate	immediate	impacts	makes	accessing	finance	from	
traditional	venture	capital	type	funders	difficult	to	do	as	there	is	limited	to	no	understanding	
of	 social	 impact.	 In	 addition,	 as	 the	 social	 enterprise	 market	 is	 relatively	 immature,	 the	
majority	of	ventures	tend	to	be	in	their	early	stages,	with	many	only	in	operation	for	five	or	
less	years	with	a	predominantly	young	leadership	(British	Council,	2016).	For	the	traditional	
financial	markets,	social	enterprises	and	entrepreneurs	hence	often	present	too	high	a	risk	
for	investment	or	growth	capital.		
	
As	a	result	of	the	limited	infrastructure,	and	the	vast	market	opportunity,	there	has	been	a	
mushrooming	 of	 organisations	 set	 to	 redress	 the	 inbalance	 of	 support	 available	 to	 social	
entrepreneurs	and	create	cultivating	environments	for	social	ventures.	These	largely	exist	in	
addition	to	rather	than	in	collaboration	with	Government	initiatives	and	predominantly	work	
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in	silos.	Though	the	entrepreneurial	spirit	and	jugaad	mentality	may	be	part	of	the	culture	in	
India,	in	reality,	70%	of	Indians	do	not	have	access	to	credit.	Overcoming	these	challenges	at	
pace	and	scale	is	an	ongoing	journey,	for	entrepreneurs	and	the	societies	that	they	seek	to	
serve.		
	
From	those	mobilising	to	support	fledgling	ideas,	incubating	startups	and	the	emergence	of	
social	 impact	 investors	 and	 accelerators	 set	 to	 scale	 and	 provide	 growth	 capital,	 the	
opportunities	available	to	social	entrepreneurs	are	growing.	Some	critical	challenges	remain:	
navigating	the	different	models	is	tricky,	regulation	is	complex	and	the	distribution	of	funds	
between	urban	metros	and	rural	populations	 is	 far	 from	equal.	Engaging	 investors	 in	rural	
areas	has	been	challenging	as	the	needs,	infrastructure	and	landscape	are	distinct	to	those	in	
the	urban	metros.	These	include,	but	are	not	limited	to;	language	and	literacy	competencies	
–	materials	 and	 support	 need	 to	 be	 delivered	 in	 local	 languages	 and	 dialects	 rather	 than	
English	 or	Hindi	 (of	 the	 15	 startups	 supported	 by	UnLtd	 Tamil	Nadu,	 seven	 do	 not	 speak	
English);	internet	access	and	digital	literacy	is	limited	and	so	alternatives	have	to	be	found	to	
engage,	 educate,	 inspire	 and	 mobilise	 local	 communities,	 and	 attracting	 and	 developing	
talent	is	an	immense	barrier	to	growth	and	scale.	Taking	on	rural	socio-economic	challenges	
often	requires	a	longer-term	commitment	and	can	involve	embarking	on	a	process	of	systemic	
change	which	investors	are	not	equipped,	or	in	fact,	interested	in	managing.	This	again	further	
perpetuates	the	urban	and	rural	divide.		
	

Incubators 
	
The	 number	 of	 social	 enterprise	 incubators	 is	 increasing	 with	 academic	 institutions	 (The	
Centre	for	Innovation	Incubation	-	IIM	Ahmedabad,	Rural	Technology	&	Business	Incubator	at	
IIT	Madras),	NGOs	 (Dasra)	 and	 independent	 agents	 (UnLtd	 India,	 Villgro,	 Action	 for	 India)	
recognising	the	opportunity	the	sector	presents.	Incubators	tend	to	provide	a	combination	of	
capacity	 building;	 introductions	 to	 investors;	 access	 to	office	 space,	 business	 services	 and	
finance	 through	 grants,	 loans	 and	 equity.	 Incubator	 services	 tend	 to	 predominantly	 be	 in	
urban	areas	due	to	the	nature	of	the	country’s	infrastructure,	technological	set	up,	network	
hubs	and	operate	mainly	in	Hindi	and	English.		
	
Funding	 for	 incubators	 is	 at	 this	 stage,	 predominately	 through	 grants	 and	 donations	with	
players	like	the	Shell	and	Rockerfeller	Foundations	investing	heavily	globally.	Some,	like	the	
Aashray	ecosystem	in	Gujarat,	incorporates	CSR	financing	through	an	endowment	fund	for	
seed	funding	ideas.	With	the	funds	it	provides	support	through	dedicated	business	and	social	
impact	 experts,	mentors	 through	 partnerships	with	 academic	 and	 specialist	 organisations	
such	as	Ashoka,	and	growth	equity	(if	and	when	they	get	to	that	stage)	through	venture	capital	
investment.	Such	an	ecosystem	recognises	the	holistic	support	that	entrepreneurs	need	to	
get	their	ideas	off	the	ground,	to	scale	and	to	create	financial	and	social	returns.	It	draws	in	
expert	partners	to	help	deliver	services	when	needed.	Importantly,	the	incubator	recognises	
its	remit	is	beyond	just	supporting	the	social	ventures	themselves,	and	emphasises	the	role	
that	it	can	play	in	developing	further	incubators	around	the	country	through	shared	learning	
and	partnership	seeing	itself	as	part	of	a	movement	for	change.	
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CASE STUDY: RWeaves: securing livelihoods and localised development for 
rural artisans in Gujarat, India. 
	
Established	 in	2007,	RWeaves	 is	a	partnership	between	Saath	Sustainable	Livelihoods,	a	
social	venture	based	in	Gujarat,	India,	and	rural	weavers	from	the	Surendarnagar	district.	
It	is	supported	by	the	Aashray	incubator.	
	
Home	to	traditional	weaving	styles	of	Patola	and	Tangaliya	which	are	ancient	craft	forms,	
Surendarnagar	has	been	an	artisanal	hub	for	hundreds	of	years.		Both	processes	are	labour	
intensive,	require	skilled	workers,	and	expensive	raw	materials,	in	particular	wool	and	silk.	
Patola	weavers	have	traditionally	produced	silk	saris	and	Tangalia	is	usually	weaved	in	to	
shawls	and	blankets	traditionally	worn	by	herdsman	from	the	region.	
	
Rural	artisans	 face	a	number	of	challenges.	As	 fashions	 trends	have	evolved,	 traditional	
craftspeople	have	found	that	demand	for	their	products	has	wained.	Furthermore,	due	to	
the	high	costs	of	buying	raw	materials	in	smaller	quantities,	artisans	struggle	for	cashflow	
and	cannot	afford	to	keep	unsold	products	for	extended	periods	of	time,	particularly	given	
the	high	cost	associated	with	the	goods.	Income	from	retailers	and	sales	is	by	no	way	secure	
and	artisans	remain	vulnerable	to	price	fluctuations.	This	coupled	with	 limited	access	to	
technology	and	business	acumen,	has	meant	that	craftspeople	have	struggled	to	sustain	
their	livelihoods	through	the	traditional	arts.	Many	have	left	the	trade	and	turned	to	menial	
and	unskilled	work	such	as	agricultural	labour	and	construction	and	the	younger	generation	
have	chosen	not	to	enter	in	to	the	market,	which	leaves	these	ancient	traditions	subject	to	
extinction.		
	
The	 Indian	 handicraft	 industry	 is	 a	 $100	 billion	 USD	 market	 and	 is	 one	 of	 the	 largest	
employment	generators	in	the	country.	It	also	accounts	for	a	large	share	of	the	country's	
exports.	In	2014–15,	Indian	handicrafts	exports	stood	at	$4.5	billion	USD.	The	handicraft	
industry	 is	 showing	 a	 growth	 rate	 of	 20%	 per	 annum	 and	 therefore,	 maintaining	 the	
traditional	crafts	is	crucial	for	local,	regional	and	national	development	(Aashray	Progress	
Report	2015/16).		
	
In	 order	 to	 fully	 meet	 the	 artisan’s	 needs,	 Saath	 Sustainable	 Livelihoods	 conducted	 a	
detailed	research	study	to	understand	models	that	support	traditional	arts	and	crafts	 in	
India,	how	sustainable	 livelihoods	 in	 the	rural	context	 is	different	 to	urban	markets	and	
how	to	develop	a	fair	pricing	structure	whilst	building	an	exclusive	high-quality	range	of	
hand	woven	products.	RWeaves	presents	a	branding,	marketing	and	financing	solution	to	
the	challenges	faced	by	the	rural	artisans	of	Surindernagar.	The	business	model	enables	the	
weavers	to	have	fair	prices	for	their	products,	dictated	by	them,	with	RWeaves	adding	a	
small	percentage	for	management	and	operational	costs.	The	social	enterprise	provides	a	
direct	link	to	the	mainly	urban	consumer	market.		
	
Specifically,	 it	supports	the	artisans	by	building	understanding	of	 the	changes	 in	 fashion	
trends	and	helping	the	artisans	to	diversify	their	product	range	to	include	purses,	handbags,	
scarves,	clothing	and	bedlinen.	It	also	provides	the	artisans	with	training	to	develop	new	
design	skills,	working	with	them	to	test	products	and	allow	them	to	adapt	and	develop	their	
products	with	support.	Recognising	the	challenges	of	financing,	RWeaves	provides	access	
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to	affordable	credit	and	loans	so	that	the	artisans	are	able	to	bulk-buy	raw	materials,	the	
silk	in	particular	necessary	for	Patola	weaving,	at	cheaper	rates.	Reaching	consumers	is	a	
particular	challenge	for	rural	artisans	and	therefore	the	social	enterprise	uses	its	networks	
to	channel	and	market	products	including	exhibitions	and	trade	shows.	RWeaves	has	built	
strong	 relationships	 with	 established	 organisations	 like	 CraftRoots	 and	 Silk	 Mark	 to	
promote	the	full	range	of	products.	Not	skilled	in	sales,	it	also	enables	the	artisans	to	sell	
their	products	through	a	branded	entity	skillfully	bridging	the	gap	between	the	artisans	and	
the	consumer.	
	
In	the	last	ten	years,	RWeaves	has	seen	clear	economic	and	social	benefits	for	the	artisans,	
their	families	and	the	local	community.	The	social	enterprise	model	has	demonstrated	that	
by	using	a	business-centric	approach,	identifying	gaps	in	the	rural	community’s	needs	and	
developing	 training	 to	 diversify	 traditional	 product	 ranges,	 growth	 and	 development	 is	
possible.	RWeaves	has	doubled	the	number	of	artisans	that	it	has	worked	with	since	2007,	
some	of	which	have	expanded	their	businesses	working	as	micro	entrepreneurs,	employing	
other	workers	and	thereby	extending	the	economic	benefits	being	achieved	 in	the	 local	
community.	As	a	result	of	diversifying	their	product	range	and	receiving	a	fair	price	for	their	
products,	artisans	have	been	able	to	both	control	and	increase	their	profit	margins	by	10-
15%	 thereby	 having	 a	 direct	 effect	 on	 the	 income	 that	 is	 being	 directed	 to	 education,	
healthcare	provisions	and	food.		
	
There	have	also	been	a	number	of	benefits	to	the	extended	community.	The	diversified	
product	range	has	led	to	the	support	of	other	local	artisans	like	tailors	for	the	sewing	of	the	
clothes	range,	and	craftsmiths	that	make	handbags,	spectacle	and	mobile	phone	cases.	In	
addition,	 as	 the	 artisans	 have	 developed	 their	 own	 micro-enterprises,	 secured	 their	
incomes	 and	 improved	 the	 living	 conditions	 for	 their	 families	 there	 have	 been	 able	 to	
extend	benefits	for	the	community	including	providing	access	to	clean	water	in	the	local	
village.	 Significantly,	 the	 business	 has	 been	 able	 to	 demonstrate	 that	 a	 sustainable	
livelihood	 is	 possible	 through	 these	 ancient	 crafts,	 thereby	 encouraging	 younger	
generations	to	recognise	the	potential	that	it	holds	for	their	own	futures.		
	
The	 challenge	 that	 RWeaves	 now	 faces	 is	whether	 it	 can	 scale	 its	 operations,	maintain	
product	quality	and	increase	the	volumes	of	sales	across	the	country.	If	successful,	is	it	able	
to	replicate	this	model	to	work	with	other	rural	artisans	and	take	its	learnings	to	aid	other	
artisanal	communities.		
 

	

Impact Investing 
	
Impact	 investment	 has	 grown	 in	 India	 in	 the	 last	 decade	with	 both	 domestic	 (Intellecap,	
Aavishkar)	 and	 international	 (Acumen)	 players	 establishing	 themselves	 to	 provide	 growth	
equity	to	help	scale	enterprise	growth	and	impact	for	those	ventures	that	have	demonstrated	
initial	success	in	terms	of	financial	viability	of	its	business	model	and	the	change	that	it	has	
sought	to	achieve.	Close	to	$1.6	billion	USD	was	invested	in	220	social	enterprises	between	
2000-2014	(Intellecap,	2014).		
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The	 impact	 investment	 sector	 in	 India	 is	 crowded	 with	 both	 domestic	 and	 international	
players	with	a	mix	of	Angel	Investors,	Family	Offices,	Venture	Capital	and	Private	Equity	firms,	
Donors,	 Foundations	 and	 the	 Government	 of	 India.	 In	 addition,	 they	 are	 also	 acting	 as	 a	
catalyst	 in	 moving	 the	 private	 sector	 towards	 investment	 in	 social	 change.	 Key	 sectors	
attracting	investor	funding	include	those	such	as	healthcare	that	are	providing	key	services,	
microfinance	 which	 is	 enabling	 the	 seed	 funding	 for	 micro-enterprises	 and	 cooperative	
ventures	and	agri-businesses	that	are	forming	part	of	the	global	supply	chain	market.	All	of	
these	exist	within	the	MSME	sector.	 Impact	 Investors	are	 in	some	 instances	also	acting	as	
accelerators	 providing	 support	 to	 the	 social	 enterprise	 in	 areas	 such	 as	 business	 plan	
development,	investor	preparedness	and	impact	measurement.			
	
As	venture	debt	is	difficult	for	social	enterprises	to	access	from	the	traditional	banking	system,	
new	 models,	 particularly	 those	 focused	 on	 equity	 shares,	 link	 the	 sector	 to	 mainstream	
investors	and	are	evolving	as	part	of	the	social	enterprise	ecosystem.		
	
A	challenge	that	the	Impact	Investing	sector	faces	is	the	use	of	terminology	is	often	confusing.	
There	are	those	that	see	it	as	purely	financial	and	outcomes	driven	form	of	funding,	to	those	
that	are	using	the	term	for	traditional	donations	and	more	CSR	type	activity.	As	a	new	area	
within	the	Indian	market,	the	number	of	actors	and	the	diversity	of	what	they	are	delivering	
in	practical	terms	makes	navigating	the	space	difficult	for	those	that	are	seeking	funding	and	
enterprise	support.	For	example,	new	ideas	and	models	are	constantly	being	tested	such	as	
Rang	De,	an	organisation	based	in	Bangalore	which	has	pioneered	peer-to-peer	lending	giving	
the	growing	middle	class	an	opportunity	to	invest	in,	and	get	a	return	from,	supporting	social	
entrepreneurs.	With	 over	 8000	 social	 investors,	 and	 close	 to	 £3.3	million	 in	 investments	
made,	the	organisation	is	tapping	in	to	the	growing	social	conscious	of	young	Indians	who	are	
keen	to	see	where	their	investments	are	being	made	and	the	change	that	they	create.	The	
organisation	 is	however	a	registered	not-for-profit	that	 is	providing	micro-loans	directly	to	
individuals	yet	it	uses	the	same	impact	investment	type	language	that	a	multi-million	fund	
like	Aaviskar	uses.	
	

Conclusion 
	
The	recent	incentives	and	initiatives	that	have	been	introduced	by	the	Government	in	India	
demonstrate	 that	 the	MSME	sector	has	a	 crucial	 role	 to	play	 in	 the	country’s	growth	and	
development.	 The	 pace	 of	 change	 in	 India’s	 social	 enterprise	 sector	 is	 growing	 at	 an	
impressive	 rate	 with	 increases	 in	 both	 incubation	 and	 impact	 investment	 supporting	
businesses	at	different	stages	of	growth.	However,	despite	the	funds	that	have	appeared	and	
the	various	incubators	and	accelerators	that	are	emerging,	very	few	are	yet	to	achieve	scale	
of	services	and	impact.		
	
More	joined-up	thinking	between	initiatives	that	seek	to	develop	the	MSME	sector	and	those	
that	are	promoting	the	growth	and	impact	of	social	enterprises	would	go	some	way	to	realise	
the	full	potential	of	these	ventures.	Currently,	financial	investors	have	little	knowledge	of	the	
issues	and	challenges	 that	 the	 social	entrepreneur	 is	 seeking	 to	 solve,	 and	 those	who	are	
emerging,	 largely	 from	 the	 NGO	 sectors,	 to	 create	 social	 ventures	 have	 little	 or	 limited	
business	 acumen.	 The	 language	 of	 these	 two	worlds	 are	 distinct	 and	 confusing	 therefore	
there	 is	a	need	to	 leverage	the	role	of	 incubators	and	accelerators	to	bridge	the	divide	by	
bringing	together	agents	from	both	to	really	drive	financial	and	social	returns.	There	is	a	role	
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here	for	the	Government	to	standardise	the	language	and	approach	to	impact	investing	in	
order	to	facilitate	this.		
	
For	 the	 MSME	 sector	 to	 create	 marked	 growth	 and	 development	 in	 India,	 it	 needs	 to	
demonstrate	 that	 it	 is	 able	 to	 meet	 the	 expectations	 of	 multiple	 stakeholders	 –	 from	
international	businesses	looking	to	source	and	manufacture	locally,	to	domestic	brands	that	
are	 wanting	 to	 place	 themselves	 in	 national	 and	 international	 markets.	 Currently,	 social	
enterprises	are	creating	opportunities	and	change	in	very	localised	ways.	For	these	to	realise	
their	potential,	much	more	needs	to	be	done	by	the	Government	to	make	the	initiatives	that	
it	has	set	out	to	be	more	than	slogans	and	accessible	to	those	that	need	them.		
	
The	successful	models	to	date	including	cooperatives	(Amul),	trade	unions	(the	Self	Employed	
Women’s	Association/	SEWA)	and	private	sector	companies	(FabIndia),	that	since	the	early	
1960s	have	demonstrated	the	role	that	enterprise	can	play	in	delivering	benefits	for	farmers,	
women-led	ventures	and	generate	sustainable	livelihoods	for	rural	artisans.	Such	initiatives	
have,	by	adapting	business	models	to	meet	local	needs,	highlighted	the	role	that	trade	can	
play	 in	 delivering	 both	 growth	 and	 access	 to	 vital	 services	 like	 energy,	 water,	 food	 and	
education.	Moreover,	 companies	 like	Amul	have	 fundamentally	 changed	 the	markets	 that	
they	operate	in	and	managed	to	scale	and	work	across	the	country	thereby	contributing	to	
local,	 regional	 and	 national	 development	 in	 spite	 of	 rather	 than	 as	 a	 result	 of	 direct	
Government	initiatives.	
	
Market	 innovations	are	now	driving	the	way	 in	which	business	 is	being	done	and	the	dual	
benefit	of	financial	and	socio-environmental	returns	is	shaping	the	companies	of	the	future.	
It	is	through	international	supply	chains	in	particular,	and	the	globalized	marketplace	that	the	
changes	to	MSME	growth	will	happen.	There	 is	 therefore	an	opportunity	 for	 the	purpose-
driven	MSME	sector	 to	establish	 itself	 as	a	 credible	 supplier.	 The	country	 is	 ready	 for	 the	
mobilization	of	entrepreneurs	who	have	the	potential	of	sustaining	much-needed	livelihoods	
for	the	young	nation	and	facilitating	the	socio-environmental	development	that	the	country	
desperately	needs	–	it’s	proving	to	be	both	a	movement	and	a	necessity.	
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