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Chapter 1

Understanding the Meaning of “Entrepreneur”

Meaning

The dictionary meaning of the word Entrepreneur is given as a person ‘who
starts a business.’ It also adds that an entrepreneur is a person ‘who starts an
enterprise, business or a firm.” He works for himselfand also provides employment
to others. He is his own boss. Now, let us take a few examples, to test whether we
have correctly understood the meaning.

1. A vegetable vendor who comes home to sell vegetables. Is he or she an
entrepreneur?

An owner of a “petty shop” or provision store. Can we call him an
entrepreneur?

Raghavendra Rao, who promoted Orchid Chemicals and pharmaceuticals.
A mechanic having his own work shop.

Chandrasekaran and Narayanan who run a publishing business which
was started by their father. Who is an entrepreneur here?

Dhirubhai Ambani who had promoted a world class petroleum plant.
7 Padmanabhan, a chartered accountant, offering communication
programmes and does audit work
8. Prabhudeva, Cinema director and actor.
9. Kamath, Chief Executive Officer of ICICI.
10. Ramu, a 10 year old boy selling “sundal”’ on beach.

The question here is, are all of them entrepreneurs? The answer is both yes
and no. If we say that an entrepreneur is a person, then all the above individuals
are entrepreneurs. When we add that a person having his own business only is
an entrepreneur, excepting Kamath and Prabhudeva, all the others are persons
having their own business — small, very small, or large. But we say that an
entrepreneur is a person who starts his own business. Chandrasekaran and
Narayanan are taking care of the business started by their father; so they are not
entrepreneurs. Ramu, whose mother prepares sundal and asks him to go to
beach, sell and bring the money and give it to her, is also not an entrepreneur, but
only an employee. Also, if shops and businesses are not started by them, then

they also cannot be called entrepreneurs.

o

aow

N

o



g T Phep,
) . T P « e . ) . ——
N Lapose (handrasekaran and Narayanan expand the publ;
N\‘\\ \“PP‘ Nt «

L { L & ‘ ‘ y ‘ (’l‘ln\
‘ll\l“ LS “’Ill t ]c l' lll AV ’ . )
\ \\Y”(|\” i "‘ “l' a \Hlél“ \ll(’i' l |ILI“ } q < f()r‘ )
i M *Lil S. S N § '! \ . 1ve ac Cd .'\() l. ' 147 [ ed
- » \\ ' “‘& 1€ l! l

- . . Al 'S‘
husiness, they become entrepreneut

Vou can further generate your own examples with whxc:hl youare famijiy, n
{ ¢ » ’ . :
vout area, apply the defimition and then come to your concluston.
] L o, @

What do we learn from this? Whether a person or an individual can pe Calleg
an entreprencur depends on how we understand or deﬁne the worq_
Now. let us further understand the term from the historical perspective wig, the
help ot
a) Varous definitions
by Theories. and

¢) History of the thought.

Origin of the Term

The term entrepreneur is derived from the French verb entreprendre whic
means “to undertake”. The original related words in English are Entry and
Enterprise. These two words are combined and the new term is developed. The
term enterprise has different meanings. One of them means a firm.

In Hindi, the equivalent word for entrepreneur is Bania. In Rajasthan, they
are known as Marwaris. In Gujarati, they are popularly referred to as Vyapari /
Sheth. In Tamil, they are called Chettiars. In Telugu, they are called Komati.
Subarna Baniks in West Bengal, Moplas in Kerala, and Sheroffs in Maharashtra.
All these are business communities in various regions of India. In fact in our
scriptures, the society was divided into 4 categories, according to the role played
in the society by each category. Brahmins, Kshatriyas, Vaishyas and Shudras.
Out of these, the Vaishyas are capitalists. They are the entrepreneurs.
Definition -

In the early 16 century, the Frenchmen who organised and led military

expeditions were referred to as “entrepreneurs”. Around 1700 A.D., Cochran
expanded the scope and applied the term to civil engineering activities, such as
construction, architecture and public works.
Bernard Belidor applied the conce
Malerial at uncertain prices and selling t
Quesnay regarded a rich farmer

his business profitable by his intell

Pt to the function of buying labour ﬂnd
he resultant product at contracted price:

1akes
as an entrepreneur who manages and make

gence, skill and wealth.
Application of the term to Business
The term « . » “renc
“Tm “entreprencur” was applied to business initially by the Hem’f
o ~hases
century, to designate a dealer who purchas
bining them into marketable products.



Understanding the Meaning of “Entrepreneur” 1.3

Another Frenchman, J B. Say, expanded Cantillon’s ideas and defined the
entrepreneur as an ORGANISER of a business. An entrepreneur adds value.

A dam S{nirh described an entrepreneur as a person who only provides CAPITAL,
without taking active part in the leading role in an enterprise.

Joseph A. Schumpeter recognised a person who introduced INNOVATIONS, as
an entrepreneur. He is the one who introduces something new in the economy.
According to him, maintenance is not an entrepreneurial activity. Thus,
entrepreneur exists only when new factors are identified for the first time and not
in the continuous activities.

Frank Young describes entrepreneur as a CHANGE AGENT.

Noah Webster thinks entrepreneur as one who assumes the responsibility of
Risk and management of business.
Peter F. Drucker defines an entrepreneur as one who always searches for

change, responds to it and exploit it as an OPPORTUNITY. Innovation is the specific
tool of entrepreneurs, the means by which they exploit change as an opportunity

for a different business or service.
Arthur Dewing conceptualised the function of an entrepreneur as one who
promotes IDEAS into business.

Robert D. Hisrich believed that an entrepreneur is the person who will
establish a successful new business venture. Besides, he must also be a

VISIONARY- LEADER — a person who has great dreams.

Martin Luther King too believed that an entrepreneur should have a DREAM
and work against all obstacles to achieve it.

Hagen E.E feels that an entreprencur is an economic m
his profits by innovations and PROBLEM SOLVING.

The New Encyclopedia Britannica says that an entrepreneur is an individual
who bears the risk of operating a business in the face of UNCERTAINTY about future

conditions.

We have studied various
few main theories contributing to the concept.
THEORIES

. _—
Richard Cantillion’s Theory of ‘risk-bearing

Richard Cantillon', an Irish man who lived in France, defined thf: term
entrepreneur as an agent who buys factors of production at certain prices in

an who tries to maximise

ious definitions so far, now let us study see in detail a

1. Richard Cantillon — Peter Kilby (Ed.), Entrepreneurship and Economic
Development”. The Free Press New York 1971. p2
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(4 ) Me,
orﬂt‘t—;(; combine them into a product with a view to selling thgm at Uncenae
prices in future. He illustrated a farmer who pays out contractual iNcomes Whic
are certain to the landlords and labourers and sells his produce at Prices thy, N
uncertain. He further states that so do merchants, who mgke certal'n Paymeny, .
expectation of uncertain receipts. Thus, they are rlsk-bearmg agen;s .

production.

Knight’s Theory of ‘Uncertainty’
Knight* described entrepreneurs to be a specialised group of Persons wh beg

uncertainty. Uncertainty is defined as a risk which cannot be insured against
is incalculable. He thus draws a distinction between ordinary risk and uncertajpy,
A risk can be reduced through the insurance principle, where the distributiop of[h';
outcomes in a group of instances is known. On the contrary, uncertainty s , risk
that cannot be calculated. The entrepreneur, according to Knight, is an €Conomj,
functionary who undertakes such responsibility of uncertainty which, by its very
nature cannot be insured, nor capitalised nor salaried too.

Theory of J.B. Say on ‘Co-ordination, Organisation and Supervision’

Jean-Baptiste Say’, an aristocratic industrialist, with his unpleasant Practica]

Schumpeter?s Theory of ‘Innovatiop’

Joseph A. Schumpeter for the first time
Imnovatjon tq

his magnim opus, ‘Theory of Economic
ered economic development as a discret¢

epreneur by instituting new combinations of

1965;_ Risk [ ‘neertaing, and and Profir H

arper and Row, New Yors

Oution gng ¢ Onsumption of Wealth' John
- Uhiladelphia 1827, pp 285 — 286
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The introduction of a new product in the market.

&

2 lnstnutm;: a new product technology which is not yet tested in the
branch of manufacture concerned.
3. Opening of a new market into which a specific product has not previously
entered.
4. The discovery of a new source of supply of raw material.
Carrying out a new form of organisation of an industry by creating a
monopoly position or the breaking up of it.
Schumpeter also made a distinction between the inventor and an innovator.
An inventor is one who discovers new methods and new materials. And, an
innovator utilizes such inventions and discoveries in order to make new
combinations.

tll

Schumpeter’s views are particularly relevant to developing economies like
India. where innovative functions are to be encouraged. Even reforms in
agriculture call for innovation, such as the method of cultivation, varieties of seeds,
plant protection devices, irrigation system, etc.

A major criticism of Schumpeter’s view is that too much emphasis is given on
the innovative function. An entrepreneur is required not only to innovate, but
also combine all the resources, put them to optimum use and produce results.

McClelland’s Theory of Achievement

McClelland has developed an Achievement Motivation Theory. According
to this theory, an individual’s need for achigvement (n4 ch) refers to the need for
personal ac&omplishment. It is the drive to excel, to strive for success and to
achieve in relation to a set of standards. People with high achievement motives
would like to take calculated risks and want to win. They wish to take personal
responsibility for solving problems anq would want to know hon well they are
performing. HiGH ACHIEVERS are not motivated by money per‘se but instead cmplg)v
money as a method of making sure of their achievements. Such people strive for
perso;lal achievement rather than for rewards of success. They ah‘vays want to
do something better and more efficiently than it has been done before.

The need for achievement is simply the desire to ‘do well not so mu%‘h tqr thel
sake of social recognition of prestige but for the sake of an ner feeling ot pcr.mnt:,
¢ 1t is this need for achievement that motivates pcuplc.m take
achievement behave inan entreprencurial way

haviour of a person to be an entreprencur

accomplishmer ‘
risks. People with an hunger for
Need for achievement stimulates the be

i ] ’ x » »
McClelland considers the need for achievement to be the ‘ spect
' elopment Ile held that a strong “inet spint’ 1

most critical aspect

to a nation’s cconomic dev

e ———————" s—————
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Understanding the Meaning of “Entrepreneur” 1.7
3. {\n innovation to be effective, has to be simple and should remain
focused.
4 An effective innovation starts in a small way. It will not be grand
and imposing.

5. A successful innovation aims at leadership.

The ‘Don’ts’
[. A firm should not try to be too clever. All innovations are to be handled
by ordinary persons. In other words, anything too clever, be in design or
execution, is almost bound to fail.

2. Do not diversify. Innovations that stray from a core area are likely to become
diffused. They remain only as ideas ana do not become innovations at all.

3. Do not try to innovate for the future. Innovate for the present.

Conditions for Innovation
According to Peter Drucker, there are 3 conditions that have to be fulfilled.

While all the three conditions are fairly straightforward, they are often overlooked.

1. Innovation requires knowledge and ingenuity. It is a demanding process
by which a purposeful focus is given by persistence commitment and hard
work.

7 Innovation must be built on one’s own strength.

3 Innovation always has to be close to the market, focused on the market,

indeed it should be market-driven.
DEVELOPMENT OF THE TERM ‘ENTREPRENEUR’

HISTORICAL
s the term entrepreneur on the basis of the historical

Vasant Desai explain
development in the theory.
17* century *  Person bearing risks of profit/loss
‘ in a fixed price contract with
government.
1725: Richard Cantillon * Person bearing risks is different
’ from person supplying capital
* Person bearing risks, planning,
. o au : )
1797: Beaude supervising, organising and
owning.
: yepi fits of entreprencur
: te Sa *  Separaced prolits €
1803-dERmEapREEse from profits of capital.
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1876 Francis Walker

1934 Joseph Schumpeter

1958: Haggen

196 1: David McClelland
1964: Peter Drucker

1975: Albert Shapero

1980 : Karl Vesper
1983: Gilford Pinchot

1985: Robert Hisrich

1990: Vasant Desaj

Thus, the term “Entrepreneur”
entrepreneur varies from country
also varies according to the le
of various people. Sociologists,
Burus have looked at it from the

ot A i

is defined in a variety of ways. The conc.':pt .
to country as well as from period to per 'O,d' :
vel of economic development and the pcrccptl(’":
Psychologists, Economists, and Managem<"
ir point of views

—repreneurial Deyeg,,

Distinguished between, thn“;\n“
received profit from mmmgcri X
capabilities. .
Entreprencur is an iNNovay

) or and
develops untried techno),

gy.

An cntrcprc!wur IS an ec(,nomic
man who tries to Mmaximige his
profits by innovations.

Entrepreneurs are high achieverg
Entreprencur maximigeg

opportunities through Systematjc
innovations.

Entreprencur takes INitiative,
organises some social, economic
mechanisms and accepts risk of
failure.

Entrepreneur seen differently by
economists, psychologists,
business persons and politicians.

[ntraprencur is an entrepreneur
within an already established
organisation.

Entrepreneurship is the process
of creating something different
with value by devoting the
necessary time and effort,
assuming the accompanying
financial, psychological and social
risks and receiving the results
rewards of monetary and personal
satisfaction.

Entrepreneurial activities encom
pass all fields/sectors and foﬁwr
a spirit of enterprise for the welfare
of mankind.

It



Chapter 2

Characteristics of an Entrepreneur

On the basis of understanding of the concept of entrepreneur, let us discuss
the need, role, scope, advantages and the limitations of entreprencurial

development.

Need, Role and Importance of Entrepreneurship

Entrepreneurship is the spirit of a person. It is a quality which may be inherent
or developed. For the economic development of a country, entrepreneurial skills
need to be developed. These skills lead to the development of business and
ultim.tely, the result is seen in the economic growth of the country.

Entrepreneurship plays a very important role in terms of

(a) generation of employment opportunities

(b) its size and nature, it is more dynamic, flexible and capable of making
quick decisions.

(c) ensuring balanced economic development. Small enterprises need relatively
low investment and can be easily undertaken in rural and semi-urban
areas. Starting such enterprises create additional employment in rural
areas and prevents migration of people from rural to urban areas. Small
enterprises use local resources and are best suited for rural and
underdeveloped sectors. Entrepreneurial development accelerates the
growth of small firms in India. A number of small firms are expected to be
more innovative and make the Indian industry compete in the internation=|
market effectively.

The advantages of entrepreneurial development are that it leads to freedom,
flexibility, growth and development. It also develops leadership quality.

Scope of Entrepreneurial Development

The scope of any subject is determined by its nature. We have seen that
entrepreneurial development is basic, wide, comprehensive, flexible, small in size
and simple. It does not require any formal education. Thus, the application and
scope of the subject matter are also wide. The managerial 2nd creative skills
developed for enterpreneurship are useful not only in business but also applied
to social causes and in government organisations. It also promotes
intrapreneurship in large business houses, which will be studied later. The concept
can be applied to any area of development like economic development. rural
development, export development, social development, etc. .
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it has become very clear that to start an enterprise and to make it vibrant

Hence. .
and successful. 1t 15 quite essential that an entreprencur POSSESsSes the required o
ingredients. We shall now study about them. i‘
CHARACTERISTICS OF AN ENTREPRENEUR - AN INTRODUCTION (

The word characteristi’ means a distinguishing quality, attribute aad trait
Characteristics is plural, meaning qualities, features, attributes and trauts. So,
on the basis of the qualities identified, we should be able to identify an
entrepreneur and distinguish him from a manager or an executive ora self employed
person

On the basis of the study of the various definitions and theories dealt earlier,
it is easy to identify the characteristics of an entrepreneur. As the definition
expanded. their role, functions and characteristics also changed.
| First. let us generate the list of characteristics of an entrepreneur and from
that list identify the most distinguishable primary elements.

Ihe charactenistics of an entrepreneur are developed on the basis of -
() The history of thought on the term ‘entfepreneur’.
(_‘.I_} Studying the characteristics of the successful Indian entre
fu) - Differentiating the term entreprencur from related e
(v} Myths on entrepreneur.

preneurs.
rms such as manager

Characteristics o
aracteristics of the term ‘entrepreneur’

nthe basis of history of the theories, the char
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below, ab . S SUES generates
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6. Opportunist —  Drucker, and Dewing
7. Decision maker —  Danhof
8. Visionary —  Hisrich
9. Leader —  Hisrich
10.  Dreamer —  Luther
1 Problem solver — Hagen
12. High Achiever —  McClelland

Characteristic Features of Successful Indian Entreprencurs

If we go through the business history of India. we come across the names of
persons who have emerged as big successful entrepreneurs. For example. Tata,
Birla, Modi, Dalmia, Kirloskar, Dhirubhai Ambani, Narayanz Murthy, Azim Premji,
Godrej, Raju. Ramaswamy, Sundaram Iyengar. Pillai. Naravanan,
Anantharamakrishan, etc. When we study about them, we find besides the 12
characteristics of the entrepreneur enumerated above. several other
characteristics of an entrepreneur were noticed in them. Let us list them down:

List of Characteristic Features of Successful Indian Entrepreneurs

Hard work — Optimistic Independent | Foresi ght i
Long Hours |
Time/speed Strategist Creativin Conviction :
Self reliance Sound knowledge Initative Dynamism ]
Communicator Technical b nowledee | Human relations | Courage
Motivator Self confidence Involvement | High Enerey level |
Initiative Passion Pnide Dreames |
Discipline Flexibility Adaptability Determuination B
Will power Assertiveness Values Commitment

One can add many more and the list can be very long. Some of these
characteristics are common between a manager and an entrepreneur So now,
us understand them.
Differences between the related terms
Under this heading. we shall understand the difierence between various related
terms. They are —

. Difference between an entrepreneur and a manager

2. Difference between an entreprencur and an Intrapreneur,

<d

Relattonship between the terms entrepreneur, entrepreneurial and
entreprencurship.

4. Difference between @ scientist mventor and an entrepreneur



Classification of Entrepreney,

T~

In the earlier chapters, we studied about the f:oncept of en.tre.preneur‘, h]
characteristics, elements and functions. The term is very broad in its defini,,
and as a result, there are too many types of entrepreneurs: Wheneyer the ‘}Umbes
is large, the need for sub-grouping and segmenting arises 'for lrrlprovmg oy
understanding. This means that entrepreneurs can be classified into differe,

types.

The need for classification can be understood by the following example -,
aclass, let us say, there are 60 students. [fa teacher wants to achieve cent percen
results, he or she may have to classify them into different categories, such x

Group A ‘very bright’, Group B ‘average’ and Group C ‘below average’. The
teacher can then develop different teaching plans for each of the ¢
give different levels of problems.

ategories an(

Similarly, the reasons for classification of entrepreneurs are given below:

a) To segment then into sma]] and Manageable sjzeg

b) To differentiate one type of entrepre .
) functions and chara::)tlle)ristics_ prenedr from the Other in terms of roles
¢) To develop relevant strategies for each group.
d) To enable the Government to frame suitap)e policj
promote a self employment scheme, giving S“bSidieess' Fpr €xample, to

The first attempt to classify entrepreneurs Was made SE lnCentives, etc.
the basis of his study of the American agriculture, He y. arence Danhof on
entrepreneurs on the following basis. At the (nitia] stage of e e agricultyrgy|
entrepreneurs have less initiative and drive, but ag their econ Ic evelopment
takes shape, they became more innovative and enlhusiastic Omijc
entrepreneurs into four types. They are 1. Innovatjve Entrep,

s
. . Prene e aSSlﬁed
or Adaptive Entrepreneurs, 3. Fabian Entrepreneurs; ang 4. WS, 2 Im:

| | | Drone Entré Mitatjye
I. Innovative Entrepreneurs : An innovative entrepre,
eur

introduces new goods, introduces new methods of IS one
o ) _ o rodUCtio e\, ho
new markets and reorganises the enterprise. It is 'Mportap, , n, S¢q

entrepreneurs can work only when a certain level of deve , ()po Note thay }/er S
achieved and people look forward (o change apg imem i alrSUCh
Schumpeter’s entrepreneur was of this kind. These typeg Ompro\-e ead}’

Cnt t
reprenel .
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argely emerge in developed countries like U.S A, U K, Japan, etc. Such
entrepreneurs are aiso called imnovators With their competence and
nventiveness, they invent new products. Their interests lie in research and

nnovative activities

-

Imitative or Adaptive Entrepreneurs : They are characterised by their
willingness to adopt successful innovatinns introduced by innovative
entrepreneurs. Imitative entrepreneurs do not innovate changes themselves.
They only imitate techniques and technology innovated by others. Such
types of entrepreneur are particularly suitable for the under-developed
developing countries, for introducing whatever that is already available in
developed and advanced countries.

The reason for the backwardness of the underdeveloped countries lies in
the fact that they are deficient in innovating and imitating type of
entrepreneurs who are found in abundance in developed countries. Men
are needed who can imitate technologies and products to suit the conditions
prevailing in such countries. There will be a need for changing and adjusting
the new technologies to suit their specific conditions. Such countries,
primarily need imitators, who are capable of transforming the system with
limited resources. As India is a developing country, we need more imitative
entrepreneurs for introducing the available technology in advanced
countries.

3. Fabian Entrepreneurs : Fabian entrepreneurs are characterised by great
caution and scepticism in experimenting any change in their enterprises. They
imitate only when it becomes perfectly clear that failure to effect any change
would only result in a loss of relative position of the enterprise. Such
entrepreneurs have neither the will to introduce changes nor the desire to
adopt new methods innovated by the most enterprising entrepreneurs. Such
entrepreneurs are shy and lazy. Their dealings are determined by custom,
relicion. and tradition and past practices. They are not interested in taking
risk; and they try to follow the footsteps of their predecessors.

4. Drone Entrepreneurs : They are characterised by their refusal to utilise
opportunities to make changes in production. Such entrepreneurs may even
suffer loss. but they do not make changes in production methods. They are
laggards because they continue their business in the traditional way and
their products lose the marketability. Ultimately, their operations become
uneconomical and they are pushed out of the market.

Vasant Desai has classified entrepreneur into 9 different types or groups as

follows:
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The above classification of entrepreneurs is not exhaustive, I‘nf it ;un_li‘;"chu:ﬂy
at highlighting the broad range of entrepreneurs found in business and profession.
Earlier, we discussed a few other types, now we shall discuss, in briet, a few other
types of entreprencurs.

CLASSIFICATION ACCORDING TO TYPE OF BUSINESS

1. Business Entrepreneur: Business entreprencurs are individuals and they
are also called solo operators, who essentially work alone. They conceive
an idea for a new product or service and then creatc a business to convert
their idea into reality. They tap both production and marketing resources in
their search to develop a new business opportunity. They may set up a big
establishment or a small business unit. They are called small business
entrepreneurs when found in small business units such as prihting press,
textile, processing house, advertising agency, ready-made garments, or
confectionery. In majority of cases, these entreprencurs are found in a small
trading and manufacturing business and entrepreneurship flourishes when
the size of the business is small. In the beginning, most of the entrepreneurs
start their enterprises alone. Some entrepreneurs do not have courage to
start the business alone, so they start with two or more partners who are
called active partners on a joint venture. We also find s/eeping partners ot
only partners, who only invest capital, but do not actively participate in the

functioning of the business enterprise.

2. Trading Entrepreneur: Trading entrepreneur is one who undertakes trading
activities and is not concerned with any manufacturing activity. He identifies
potential markets, stimulates demand for his product line and creates a desire
and interest among buyers to g0 in for his products. He is engaged in both
domestic and overseas trade. For example, Britain, due to geographical

oped trade through trading entrepreneurs. These

entrepreneurs demonstrate their ability in pushing ideas ahead to promote
their business. There are some wholesalers who undertake the function of
physical delivery of goods and distribute them to the retailers or semi-
wholesalers. They take risks and ownership and the title of the goods may
be passed on to them. Their main strength is distribution and marketing.

These entrepreneurs get their profits through mark-ups and commission

from the manufacturer. Brokers, agents come under this category of trading

en though they do not physically stock goods. Like

entrepreneurs, ev .
London in Britain, Mumbai, in India is also mainly a trading city.

3. Industrial Entrep
manufacturer who identi

limitations, had devel

reneur: Industrial entrepreneur is essentially a
fies the potential needs of customers and tailors a
product or service to meet the marketing needs. He is a product-oricmcd
person who starts an industrial unit for making some new product. The
entrepreneur has the ability to convert economic resources and technolog)
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ato a profitable venture He 1s found n industral units such as electron;g,
rextiles. machine tools, automobile spare parts or video cassette taCIOr\
- LS 1§ I N . -~ L N . S Sy & . ] ~ )
etc He may undertake marketing aspect as well Ancillary units also com,
under this categon

4. Corperate Enmtrepreneur (Corporate entreprencur 1s a person why
jemonstrates is mnovative skill in organising and managing corporatge

NAN LTINS R AN LR 8 AN LLRRs L A & X ' ~ ! .
nadertaNines .\ corporate undcrzAklng 1S a Ib["ll'l L‘t bllSl[lc‘b_\ L)rganlsatlol\

1

Which 1s registered under a suitable Statute or Act which gives 1t a separgy,
N4 D R e T T T O T R .
egal entinv A trust registered under the Trust Act. and a company registereg

under the Companies Act are ¢ amples of corporate undertakings. 4
corporate entreprencur is thus an individual who plans, develops ang
MaNAEes a corporate body

S. Agricultural Entrepreneur Agricultural entrepreneurs are those
er;m?mneurs who undertake agricultural activities as raising and market'mg
of crops. fertilisers and other inputs of agriculture. They are motivated g
raise Lmr:culmm{ production through mechanisation, irrigation ang
soplication of :e;hrtiﬁog:cs tor dnv land agriculture products. They cover
the broad spectrum of agricultural sector including allied occupations,
Further, classificanion in this sector 1s also based on the type of agriculture
like damny, plantations, etc

Retail Entreprencurs: Like trading entrepreneur, they do not undertake
manufacturing activities. Trading entrepreneurs deal in wholesale market
while retail entrepreneurs serve the individual as well as organisational
customers. They get their commussion. In fact, they get maximum commission.
They too take nisks and stoek the products. In India. we have a huge network
ot small and big retail traders spread all over the country. They provide a

wide choice to the customers. For example, medical shops. provision shops.
vegetable and fruit shops. etc.

Service Entrepreneur These entrepreneurs provide services to the
customers. Forexample, hotels, airlines. dry cleaning, mechanic shops, etc.

8. Social Entrepreneur These entrepreneurs take up a social issue or a cause
for promotion. The objective is not to make profit like business
entrepreneurs but to serve the society. Like intrapreneurs, this categor
Of entrepreneurs is slowly emerging. For example. Mr. Nirmal, founder
entrepreneur of Exnora. Mr S Vidvakar founder of {'devims Aarangal (1t
'S an organisation providing home to 500 orphan, abandoned and destitute
children). Baba Apte from Pune and many others belong 1o this category.
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CLASSIFICATION ACCORDING TO TECHNOLOGY

Technical Entrepreneurs They are also called technocrats A technical
ntreprencur can be compared to a “craftsman’. He develops high quality
‘oods because of his craftsmanship. He concentrates more on production
than marketing. He demonstrates his innovative capabilities in matters relating
to production. The greatest strength that a technical entrepreneur possess
i1s his skill in production techniques.

Non-technical Entrepreneurs: Non-technical entrepreneurs are those who
are not concerned with the technical aspects of the product in which they
deal. They are concerned only with developing alternative marketing and
distribution strategies to promote their business.

Professional Entrepreneurs: Professional entrepreneur is a person who IS
interested in establishing a business but does not have an interest in
managing or operating it after its establishment. A professional entrepreneur
sells out the running business and starts another venture with the sale
proceeds. Such an entrepreneur is dynamic, who keeps on conceiving new
ideas to develop alternative projects.

CLASSIFICATION ACCORDING TO MOTIVATION

Pure Entrepreneurs: A pure entrepreneur is an individual who is motivated
by psychological and economic rewards. He undertakes an entrepreneurial
activity for his personal satisfaction in work, ego or status.

Induced Entrepreneurs: An induced entrepreneur is one who is induced to
take up an entreprencurial task due to the policy matters of the government.
[t may be in the form of assistance, incentives, concessions and necessary
overhead facilities to start a venture. Most of the induced entrepreneurs enter
business due to financial, technical and several other facilities provided to
them by the State agencies to promote entrepreneurship. Import restrictions
and reservations of some items for small units have induced many people to
ctart a small-scale industry. A person with a sound project is provided
package assistance to his project.

Motivated Entrepreneurs: New entrepreneurs are motivated by the desire
for self-fulfillment. They are there because of the possibility of producing
and marketing some new products for the use of consumers. If the product
is developed to a saleable stage. the entrepreneur is further motivated by
reward in terms of profit. In contrast to this, there are those entreprencurs
who can be called huyers, who do not prefer to take much risks. Hence, In
order to reduce the risks involved in setting up a new enterprise, they w ish

to buy the on-zomg onc
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: ersons with S:_m:ﬁ
because of their natural talent. They are (M_.‘_U\.%Mm_giﬂmn: motivate them @
nce in their abili

and have enormous confidenc n . eneurs have stron
undertake entreprencurial activity. Such mzzmnﬂ lange into Sacmﬂ%

onviction. They are also called challengers, as they p : hev boo:
n the cf  itpresents. When one challenge is met, they begin
because of the challenges it presents.

to look for new ones.

CLASSIFICATION ACCORDING TO GROWTH

Growth entrepreneurs: Growth entrepreneurs m«m. those who necessarily
take up a high growth industry which has substantial growth prospects.

—
.

N

Super-Growth Entrepreneurs: Super-growth entrepreneurs are those who
have shown enormous growth performance in their venture. The m3.<§:
performance is identified by the liquidity of funds, profitability and gearing.

CLASSIFICATION ACCORDING TO

THE STAGES OF DEVELOPMENT

First-generation Entrepreneurs: A first-generation entrepreneur is one who
starts an enterprise by his/her innovating skil|. He/she is essentially an
Innovator, combining different technologies to produce a marketable product
or service.

Modern Entrepreneurs: A modern entrepreneyr |
ventures which go wel] along with the ¢

: , :msmmsm demangd 1
undertake ventures which syit the curr

ent quxm::m
Classical Entrepreneyrs: A classical entrepreney is
with the customers and thej .

These entrepreneurs take business s an integry Mwwﬁm“wn“:om.:aﬁ :.\mzsmxw.
the family enterprise and businesses which Mainly ge €Ir life. Cmcm:K
personal skill fall in this category o?szm?gn:;. Pend op eXercise of
Some of the classifications |ike Intraprene have bee
previous chapter, while some in the cmmizsm of this chapter n a_wo:mmma in the
and self explanatory. Ad othep are simpe
A few other categories are small, women, rural ang -
which will be discussed in detaj] later on in the book . Each nmﬂ%o: n::ovwm:o:nm
problems and characteristics, A[| ofthem play a dominap, role woq has jtg unique
contribute substantially to the economic growth and . " our
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Classification according to the ( ‘__.rwe.r path : Entreprencurs can also be classified
on the basis of ditterent paths adopted by the founder-entrepreneurs to start an
enterprise. They are:-
. The copycat.
The Public Relation Officer (P.R.O).
The Idealist
The Rationalist
The Zealot.
The Soloist

The accidental entrepreneur and
The Spin-off.

The Copycats are the imitator type of entrepreneurs discussed earlier. The
PRO type of entrepreneur is a person with power. He has immense power to start
an enterprise. The Idealist entrepreneur is a person with his own beliefs and ideals
and he starts his business to put such ideals into practice. For example, a Professor
who has been teaching concepts enters into business to practice them. The
rationalist will ask a hundred questions, analyse the environment before starting
business. He will study the market, competition, finance and potential. The Zealots
are the dedicated entrepreneurs who have zeal and dedicate their business to a
social cause. For example, creating an awareness for preventing AIDS. A Soloist
starts and manages his/her own business alone without any partners or employees.
For example, consultants, and free lancers. The entrepreneurs who start their
business by accident fall in this category. They hit upon the idea by sheer accident
and start their business. In the last category of spin-offs, the new business ideas
are discovered within the old business. Spin-offs founders often already have
contacts with potential suppliers and customers, along with an understanding of
their industry and its market.

ro
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According to Global Entrepreneurship Monitor Survey conducted in India
in the year 2001, it has been estimated that 10% of the population is engaged in
autonomous entrepreneurial activity. 4% in business sponsored entrepreneurial
activity and 12.5 % were owner managers of small business.

Conclusion

To conclude, different types of entrepreneurs do have different characteristics
and uniqueness, but, it does not mean that these classifications/types are
exclusive. An entrepreneur may belong to one or more categories. Also, he may
move from one type to another. For example, an entrepreneur may start a small
business operation, say as a trader or distributor and then become an industrial



Problems of Entrepreneurs

The objective of this chapter is to identify and understang the Cong,
functions, growth, development, problems and trends of entr

epreney, Wi
specific reference to women, rural, small entrepreneurs and small eXPorte,

WOMEN ENTREPRENEURS

The characteristics of men and women entrepreneur are
The differences are found onl

business started. Men start an

whereas women dosoin3s-
flexible. tolerant

generaily very Simily
y in the age, personality, motivation ang type of

. se. can simultaneousl) do more
than one task at a tim ation skills. They invariably thin
" are grown up and household
d. Women rely on the;

€Irown finance and avoid availing
of loans I'hey also differ from men ip the types ofbusiness they start
C o
Definition
Women entrepre

o | neurs may. be defined as anor g . o
inttiate, organise and run a business enterprise» G m sfoup O.t women _“ “1
vomen entrepreneurs based on women Participatio, inment.of India has definec
of a business enterprise. Accordingly, 5 Woman.py, €quity and employment
enterprise owned and controlled b

enterprice : L,
Y awoman hayiy, o PTISE is defined as “an
0f51% of the capital and giving a

tleast 519, Of the ¢ “"lmum financial interest

enterprise to women”. Women entrepreneyyg COnstityy Y ment &¢nerated in the
. R 0/ - .

enirepreneurs in our country. ¢ 10% of e number of

wom

There has been a sj gnificant growth in self-
Now starting new ventures at three
the population of our country with

fact. indicates that for the econom on, yy, " This stagistical
ouraged to make

. ‘ ) s Wopn.,
tgnored and they should be enc ed ton thejy | Mep should not be
contribution to the country. One way of achieving b re op

ditional Yy Ma; €conomic
” ‘Oyme ¢ » My (* \ % Al z yOC 1 O .

‘ut and become entreprencurs. In the tra thonal so . the,y, . > Yomen come
the four walls, playing household roles, but in the moder g

out to participate in all sorts of activities. Normally,

. employmem
times the raqe Of mey,

a lower literacy rage
ic growth of the Nat;

y COI st S' ¢ 0 .
]S > ‘{
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« relattons, beauty clinics. ete

Women enter entrepreneurship due to economic factors which push them to
be on z‘!wc:r own and urge them to do something independently. Women prefer to
work from thewr OWn residence. difficulty in gétlmg suitablc'johs and the desire
for social recognition motivate them towards scll‘-employmént. We see a lot of
women professionals in engineering, medicine, law, and also as Chartered
\ccountants. etc. They are also setting up hospitals. training centres, etc

problems of Women entrepreneurs

1. Problem of Finance : To raise finance, they do not have properties in their
names to use them as collateral securities. Thus, their access to external sources
of funds is restricted. They have to rely on their own savings and negligible loans
rom friends and relatives. They have to satisfy themselves with small size of
nusiness operations. Because of limited funds, they are not able to (a) stock raw
materials: and (b) spend on advertising.

2. Limited Mobility: Due to primary household responsibilities towards her
amily. her time gets divided between the rwo worlds. She has restricted timings
“or work due to which, she is not in a position to travel frequently and be away for
longer periods. Thus, her mobility is restricted. This also has an implication on

business.

3. Luck of Education: Women have lower rate of literacy. Nearly 60% of the
en are illiterate in India, because of which they are not aware of the latest
ace in technology. Low level of education results

amongst women entrepreneurs.

wom
developments that have taken pl
in low achievement motivation

4 Muale dominated society: A woman is dominated by men in her family as
ften she has to obtain permission from men for almost

well as business. O . :
ot treated as equals. Her freedom is restricted. She always

everything. They aren

has to consult and get the approval of men.
This is so because right from the childhood, her

ace her husband takes over. She is
1g ability gets reduced

5. Low risk-bearing ability: .
parents take decisions for her and after marrn
protected throughout and thus the risk bearir
does not give due recognition to women

6. Sacial recognition: SOCIELy k
entreprencurs. They are looked down as small and weak.
nentioned reasons, th
and expansion, ete.

On { of the above 1 ¢ enterprises of women faces
account of the ¢
several problem in finance, marketing
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IS WOMSn engepre
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Timn COs) MO vanous scher S Nom Of the .
reanisanons (NGQOs) promot ®
TOVOITHTICIN ONSANNIIONS (4 i
g i Il

are promoted exclusivel for women. There is 2 women's w mg Of \u‘l Al

- mm\c:*«— urs (NAYEY which assists women enrepreneyrs n

Of YOURE CRIRpIencuns

- \*: p;mp:}mg access 1o capital, inr‘rasmlcmre_ and m.&rkeu ‘

() Development of management and production capabilities

() Identifving investment opporrunmes‘ N |

(V) Sponsoring. delegating. pm.icx'mnon :n‘zmd:‘ airs, exhibitions, amang..
buyer-seller meets and specialised conference. erc

(v) Or;:\am'smg seminars, w orkshops and Tamning programmes for £Iving v
eXposure to women entreprenaurs to dey elop their entreprensy;
capabilities.

1) Lobbying for them in Press, Parliament. State legislatures and other fors

(i) Advocating etfectively for securing their rightfy] place in the Ingia-
economy.

Women entrepreneurs, with Proposals 1o start units in bmtechnoi’og_\
cOmputer-related field. electronics and engineering are given priority at indusmrig
estates to be set up by SIDCO 3t Tirumullaiy oval. Tiruchi. Madurai, Coimbatore
and Salem. SIDCO has decided ot {0 permit any chemical-based industries in
the estates, Particularly in Timmullaivo_\'al. because of pollution- related problems
The corporation js also finding oyt from the Prospective entrepreneyrs Whether

they prefer buij sheds or just developed plots in these industrial estates.

SIDCO sha]] sign an agreement with NSj¢ under which loans up to Rs. 28
lakhs wi]] be given o the entrepreneurs without insisting on coliateral security.
The project Proposals are assesseq both by SIDCO and NSIC, and loan recoveries
are also done Jointly by these two Organisations.

SIDCO wij] also develop indusiriql clustery in these estates ¢.. similar type

ofindustries will be located in these areas so that common faciljtjes can be
Provided and mage better use of

Commerecia| Banks also have *Wome, entrepreneur Colls o extend financial
assistance to women. The IDB] has set up the Mahily ¢ advam Nidh; (MUN) and
Mahila Vikgs Nidhi (MVN) schemes to help women catrepreneurs MUN
provides 159 equity assistance for a new Project, its cost not exceeding Rs. 10
lakhs. Eligible entrepreneurs are required to bring in 5 token conrri bution ot 100,
and are allowed to retain centra| orstate investment subsidies. itany, to meet the
working capita| requirements. MUN scheme extends aid to voluntary agencies in
decemralised industries for truining-cum~productiun Centres ‘im{ also tor

Management and sk Upgradation. Theye IS One more scheme under w hich indirecy
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loans are 21ven by SIDBI through S and SIDO, about which we have already
studied 1 the previous chapter

1 ';' d ‘ / . 0] 4 ; . . -

Indira Mahila Yojana (IMY) was launched in August 1995 to give education,

©Ness, Mco arat , . & = ,
awareness, eeme generation apacity and empowerment to women. This has to
be implemented through the self-help groups at the grassroot level.

Rashiriva Mahila Kosh (RMK) was established in 1992 with a fund of Rs. 3
crores (o meet the needs of poor women by giving them loans. It also organises
training. apprenticeship and orientatjon pro:qr;mmes for trainees under the Indian
Mahila Block Societies (IMBS). With a crgdit support of Rs. 2,500 to Rs. 5,000,
women have beer? able to double or triple their dailv income. The activities
undertaken are dairying, petty shop keeping and investment on the agricultural
operatiens. RMK has disbursed Rs. |6 crores and the recovery rate is 92 % in the
last three years. iy

Steps‘were initiated in 1987 with the objective of providing training to rural
women for increasing their production capacity in business and income
generation. In this programme, training in the areas of traditional business like
agriculture, milk, fisheries, handloom, Khadi development, etc., is imparted.

NORAD (Norwegian Agency for International Development) as established
in 1983 to help the educated and uneducated women financially in non-traditional
areas of business such as electronics, computer programming, manufacturing of
watches, printing, readymade garments, etc.

‘ARVIND’ was started by the National Bank for Agriculture and Rural
Development (NABARD). It provides loan up to Rs. 10 lakhs to women who work
collectively in agriculture for their economic development.

‘DWCRA’ (Development of Women and Children in Rural Areas) was
launched in 1982 by the Rural Development Department Scheme to support
women’s income generation activities through a group of 15 to 20 women in each
group. The main objective of this programme is to strengthen the econcl)my.of
rural women by giving them loan and economic assistance to fievelop their skill,

efficiency and ability to meet their liabilities .

TRYSEM is a sub-plan of Integrated Rural Development Programme. It gives
raining to the young unemployed women (and also for men) fgr ‘Self-err?ploymenlt,
The trainees get a stipend of Rs. 150 per month during the training period. In this
Programme. 40% of total seats are reserved for women.

i ' i milnadu Corporation for
The Government of Tamilnadu established Ta »p on f
ed (TNCDW) for development and empowerment
ation of various projects. The
ing implemented by

Yevelopmeny of Women Limit
“"women. It is a nodal agency for implement -
‘Maj N ~ N Y er S €
Mahalir Thigtam* scheme of the State government

INCDw.
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were are special e
a view o encourage them to ¢
\ o women to start small scale industries are also recommeng,
Examples are l nirep eneurial Development I’r.ogrammes- on bakmg‘ m%
plastic and leather Industries Technical capability is gjyey, ,
yrtunities in specific industries.

with ‘
wrses enablin
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processing Nq
women are exposed [0 0ppe
Several central and state level nationalised banks, SFCs, SIDO, D¢ and
voluntany agencies like FICCI's Ladies Organisation (FLO), NAYE are eNngage
in protecting and developing women entrepreneurs in the rural and urbap ar;as
of the countrv. In addition, the Association of Women Entrepreneurs of Karnataj,
AWAKE ). Women Entrepreneurs Association of Maharashtra (WEMA) apg4
¢lf - Employed Women's Association, Ahmedabad (SEWA), Indian Counci] of
Wwomen Entrepreneur (ICWE) are also striving to promote entrepreneurship among
women SEWA has its own bank which gives loans to the poor women Iik;
vegetable vendors, flower vendors, etc. SEWA s a successful organisation,
functioning effectively for many years. In Tamilnadu and Andhra Pradesh. the
respective Governments have promoted industrial estates especially for women

entrepreneurs and other State Governments are also planning to introduce similar

Business Opportunities for Women entrepreneurs

Women in rural areas, where agriculture is the prominent activity, can take up
agro based industry like food preservation, bakery, dairy and poultry. In industrial
areas. ancillary units can be managed by women. In the areas dominated by textiles.
weaving and handloom activities can be taken up. In urban areas, teaching.
nursing, electronic and computer services can be started. Women entrepreneurs
can start some of the industries like Agarbathi manufacturing, papad making.
bedspread making, embroidery, handicraft exports, batik paintings. appare!
manufacturing, catering services, restaurants, snackbars, sweetmeat stalls, soft
drink stalls, retail shops-textiles, readymade garment, tailoring, grocery. dr
run creches, tutorial classes, typewriting-shorthand classes, computer sttt
florist shops, dry cleaning, pickle, dairy, contract for maintenance of office. milk
distribution. service centres like plumbing, electrical repajrg. stationer’

manufacturing unit, block printing on paper, textiles, packing materia|s. padmlogical

clinics, travel agencies, photo-copier firms, telephone boothg photographi¢
nd events Managemep, .,

ue store.
jutes.

studios, working women's hostel, design a .

Future of Women Entreprencurs

in future. with the help of high technology, e

N « wWwOor Yo
home and thus balance better between the wort : ace
opponunities for women will increase manifold with the change

g >N leg ‘ j
cultural and social environment Woimen need  assistange o hnologud ‘
Suipport n the

wotnen \\'|“ b(.‘ dhlL‘ to W Ol‘k n'("n

nd home The
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marketing their products. An organisation could be set up for marketing of the

women ””I,Clnun m' Pm:mh exclusively A private distribution agency with
> yul1on network ce ake .

wide distriod rk can take up the marketing of products produced by

women entrepreneurs

pPro

RURAL ENTREPRENEURSHIP

About 80% of India’s population lives in rural areas. If India has to develop
well, villages have to dF’VCl”P well. Gandhiji had realised and recognised this fact
and encouraged Khadi and Village industries.

pefinition of Rural Entrepreneurship

Rural entrépreneurship means entrepreneurship emerging in rural areas. In
other words, establishing industrial units in rural areas is rural entrepreneurship.
it implies rural industrialisation. According to KVIC, village industry or rural
industry is “any industry located in a rural area, the population of which does not
exceed 10,000. which produces any goods or renders any services with or without
the use of power and in which the fixed capital investment per head of an artisan
oraworker does not exceed a thousand rupees.” The definition has been modified
with population ceiling of 20,000 and investment upper limit of Rs. 3 crores in

int and machinery. As a result of widening of the scope of village industries,
classified village industries have increased from 70 to 101.

dustries have been grouped into seven categories which are as follows:

(ii) Forest based (ii1) Agro based (iv) Polymer and chemical
g Khadi ; and

Village In
(i) Mineral based
hased (v) Engineering and non-conventional (vi) Textiles includin

(vii) Service industry.

The need to develop rural industri

priority because they will help in
gration of rural population to urban areas.

es in India should be accorded the top

()  The reduction inmi
(i) Balanced regional growth

(i) Reducing rural-urban gap

(iv) Increasing rural income

(v) Reducing the heritage of the country
(vi) Reduction the urban pollution
(viiy Higher economic growth

Since a majority of the population 1 |
develop rural villages to register @ quantum leap in ecmzj |
lot of potential in rural areas which needs to be tappe te

Promoting rural entrepreneurship.

ives in villages, it becomes necessary to
omic growth. There is a
an be achieved by
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Problems of Rural Entrepreneurship
Developing rural entrepreneurship is not an easy task There
h are
in the ’e\cmpmmr ot rural industries. They are:

C'.f?.:\.'.a." cSINUNC ¢
Domination by agricultural mindset
X of education with low literacy

L
Poor infrastructure because of which access is difficult and costly .
villages do not have roads, drinking water, electricity, dramaue

o
Ly}
7
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telephones.
(v) Lack of information

(v} Lackoftechnical knowhow and skilled labour

(vi) Lack of quality control
(vt} Attrtude of people with mistrust of new comers
(vin) Language barriers

() Primitive and low technology

(x) High input cost due to transportation

(xi) Managemernt problems
Lack of storage and warehouse facilities

(xa1)

(ai)  Inadequate finance and credit

(av)  Lack of awareness and knowledge about the opportunities
(xv) Preference for salaried jobs than self-employment

Because of these innumerable problems. entrepreneurs shy away from rur
areas. This does not mean that these problems insurmountable. Since the potet! al
s quite high in rural areas, it is not possiblc io ignore it. Let us see how these

problems could be solved to promote rural entrepreneurship.

Overcoming the problems of Rural Entrepreneurship
: . . o R—Y
There are two directions in which we need to work. The way we look at rut
entrepreneurship has to change. Rural entrepreneurship has two facets:
ine i J and

() Manufacturing of rural products in rural areas and marketing in rura

urban areas; and -
, . Aarlatine r
(il Manufacturing of urban products in rural areas and marketing 10
and urban areas.
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Figure 7.1 - Relationship between rural and urban markets

Figure 7.1 depicts the relationship between rural and urban markets. It shows
that rural products produced in rural areas can move to urban and rural markets.
These rural products are produced from materials available in the rural areas by
rural entrepreneurs. In addition, the urban entrepreneurs can set up industries to
manufacture urban products in the rural areas and market these produce in rural
and urban areas.

At present in rural marketing, the emphasis is more on urban products
produced in urban areas and marketed in rural areas. In villages, the necessan
infrastructure such as road transport, telephone. drainage, water, and
communication need to be developed. Villagers can be involved in infrastructural
development work of rural areas to ensure their commitment. They should be
educated on the attitude, aptitude and competency required. Mixing freely with
rural folk is not easy. First step towards achieving that is hecoming one with them
0 gain their confidence. Then, slowly they can be chaiiged. Rural farmers who
are in majority have been exploited by the land owners and big landlords for
gnerations and hence they do not have faith in the rulirng elire. We need to talk
I thejr language and go to their level. Once we gain their confidence, they will be
Yery co-operative.

Through entrepreneurial education and entrepreneurial development
Pogrammes rural mass can be educated. Common production-cum-mark ¢ 12
“ilities need to be set up with modern infrastructural facilities _and xh; rure.
e“lfepreneurship should be encouraged to take up the marketing ot urban
Poducts. NGOg? help can be sought to develop rural entrepreneurship. Local
r:iel:s Wh_O are decision influencers should bg iden‘ntlec‘ij‘m}d L,iu,;]i::j x\‘!z'lgt

ed skill and thev will carry the people with them. Governi
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of Youth Weltare ¢ [ v
our (WASME ), Xavier Institipe +
slcutta. Rural Developmen ;. .

[). ANARDE are some of 1.

n rural areas. there are Primar, ..

nave 1
A AWAKI In
\ssembhy of Small and Medium Entr
Srudies (XISS <y~ Self employment of C

Institute (RUDSET

dian Institute

/,
epren

Employment Training
working in rural areas
Centres and Aanganwadis

A survev should be conducted to

and other resources. Rural products lack n
designs

needs. The artisans and the workers should be trained for producing the rege:.
quality output. Co-ordination between urban needs and rural products ;s .-
essential for rural products to succeed So that new product ideas coul; -,
enerated. designs made, products of good quali :
urban areas. KVIC takes up the responsibility marketing rural products procduc:
in villages through their distribution network of retail outlets in cities

Professor P V. Indiresan, ex-Director of Indian Institute of Technolog: (117
Madras. discusses the importance of rural entrepreneurship and suggests metoc
for luring small enterprises to the villages. The rural people who have migratec:
urban areas feel that the poor people in rich economy are better off than nch peops
in a poor economy. A son of a house maid in an urban area can study in an Englx
medium school. can have access to electricity. TV, cooking gas, telephone an
even to Interner. etc. Her family commands a *higher” quality of life and her chile
have better future prospects than what rich landlords and their children comma
in India’s villages. Cities have become overcrowded and congested. the prodk™
in m.nwm are m:..,,&n.m_ and m:m:.::wcnad_n. while in villages they are curad<
prov awa mc?Q.ms.H investment is div m:&, to the rural areas. Agriculture which =
the mainstay o.~ S:.m.m%a cannot grow taster than 2°, at the most. Prof ©'
Inderesan has identitied three reasons as to why our rural areas are as poor &

In every village

identify the available raw materials - _
quality. finish and design. From -
for the rural producis as per

areas, designers can create different

ty produced and markets

(2]

'

they are :
| Agriculture is the mainstay

Investments arc made in urban areas and
: rural areas hay fed
¢ ave been neglecty

]

The httle amount spent in rural villages is wasted 4t mi he
ind1 al vi ‘ ) Ccro i
individual villagers and not at the macro leve] of ._” level to help

¢ Village as a whoke

‘a2

C.oen:::mE must tackle the poverty of villages rather th
the villagers. Villagers cannot getrich so long as their vj) |30 ~, an the povert &
thumb rule, at least 80%0 of the rural population myg, ~u.n.u remain poor A3
agricultural occupations. For example, Cable TV networy m..m,m . “:5% in not

) JAC

of the rural houschold, whereas telephones are avajj ) B oo
. Pﬂ

G:_./ tn once or i
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rcentof the rural homes. Petty, semi-literate entrepreneurs have taken the ¢ ablc
pett

Ty even 0 the remote rural areas at no cost to the government and also withou!
v 20N ernment subsidy or support. On the other hand. telephone services are
.,p e r o« ‘ > ~A . .. e

_.Gr’_,:m. ,/‘_5/<_x/ a:,—a are Fosﬁﬁ_:—:ﬁ:ﬂaa :—.__V n _Dﬂﬁﬁ. cites.

rhe explosion of cable TV is attributed to the absence of any government
regulations and also due to their affordable price. What is learnt out of this example
_.M::: it is better to encourage such small entrepreneurs by freeing them from the
lutches of government regulations, restrictions and licence. Prof. P.V. Inderesan
has developed an Indian model which is as follows -

Steps to Promote Rural Entrepreneurship: It is recommended by Prof. P.-V.
[nderesan that to promote rural entrepreneurship, the government should
completely de-license industry and commerce in rural areas. Just as income tax
has been waived for agricultural income, the same exemption should be offered
10 all the rural activities, at least for 10 years. Other levies, such as excise duty,
sales tax, corporate tax, customs duty, can be exempted. Small entrepreneurs
should be encouraged to set up in rural areas. In return for tax holiday and
exemptions and de-regulation, an entrepreneur can provide the following basic
amenities to all the employees: .

I. Sufficient residential space
2. Guaranteed supply of adequate potable water per day; and

-

3. 10 units of electricity per month.

In addition, the firm should contribute 10% of the average salary of a school
teacher, and 1% of the salaries of a doctor and a nurse and 0.1% of the price of a
bus per year. A firm has to pay penalty for any violation of the obligations and
also when it pollutes the environment. These schemes make rural areas an
attractive location for private enterprises to migrate. The business should be
small, it need not be so tiny as to be unviable. In rerurn for exemptions from
controls and taxes, entrepreneurs will offer basic needs like water, electricity,
living space, education, health and connectivity as perquisites to all employees.
Currently, the government is committed to provide these services and meets the
¢xpenditure by imposing taxes. But in reality little of these taxes reach the rural
areas. So, rural services are substandard, often non-existent.

Future of Rural Entrepreneurs

~ Thereisalot of potential in rural entrepreneurship which needs to be tapped
lor the economic growth of our country. Guidance on design and technology
“Ouldbe provided. Appropriate products can be identitied and produced in rural
dreas by motivating the rural entrepreneurs to undertake their production. They
‘N also pe helped to market the products in rural, urban and even in export
Markeqs. Also urban entrepreneurs could be encouraged to set up industries in
w..m: India. This will stop the migration to urban areas. [ndia’s tuture lies in its
Wages.



Chapter 13

Project Appy.:
— - —— r
Introduction %

Like the new product development and introduction process, ,

) : Si
introduction too has different stages. These can be classified into_ ness
| o T ~ .
| Stage | Step Classification
! 1 ~ . . . .
. 1. | Generation of business ideas Project Identification and
% TL Project Classification.
| 2 Identification of the business Project Selcction\
; opportunity
| 3 Business opportunity analysis Project Formulation or |
1 through feasibility studies
. Project Analysis or
5 Project Evaluation or
l Project Appraisal
[ < Implementation of the business Project Design or
% opportunity or
! Project Implementation
5 Presentation of report Project Report
ages ina

From business idea generation to business, there are different st

project. A business idea in a raw form, after careful evaluation and feasibility

studies is converted into an investment proposition. After such an e_valuatlén
only a business idea is said to be identified and selected. This stage 1 lfn‘t’(;";
as project identification and selection. After selection, it is converted 'Isr;dto
project in the next stage. Project is a scientifically evolved work plan, dev!

achieve a specific objective within a specified period of time. ereds
¢

In some books project formulation is covered in the third stagé w - ihe
some books discuss project formulation in the implementation s.tivlge . e;nmtio“
fourth stage. Project implementation also requires formulation. Ir.l jmplem
stage, PERT and CPM techniques are used for project formulation.
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fProjects

«ts have been classified in various ways by different experts. Little and
divide the projects into quantifiable and non-quantifiable projects.

planning Commission in India uses the sectoral criteria and, our Financial
| h;tutions classify them on the basis of nature of the project.
[n$

1 Quantiﬁable and poq-quantiﬁable projects : Quantifiable projects are those
" in which a quantitative assessment of benefits can be made, while non-
quantifiable projects are those where such an assessment is not possible.
Projects concerned with industrial development, power generation, mineral

development are examples of former, while health, education and defence
belong to the latter category.

;. Sectoral Projects : Indian Planning Commission uses the classification for
the purpose of resource allocation at macro level. They have classified

projects into:

(@) Agriculture and Allied Sector

(b) Irrigation and Power Sector

(¢) Industry and Mining Sector

(d) Transport and Communication Sector
(e) Social Services Sector

(f) Miscellaneous Sector.
5 Techno-Economic Projects : Classification on Techno — Economic aspects

are as follows:

@) The intensity factor is used as base for classification such as capital-
Intensive, labour-intensive

(o

Import substitution and export based projects.

(c)

such as large, medium, small and tiny scale .

nited Nations and itS Specialised aDE I [ lernat io”“/ At(l'ld(” ({
\ . . [lon l atlon 0 s

?Tul

DiViSiOn 0 .
Di\'ision i )
Division2& 3 -
I)iViSion 4 -
DiVision 5

¢

Agriculture, Forestry Hunting and Fishing

Mining and Quarrying
Manufacturing
Construction

Electricity Gas, Water and samitary services

A&. U o e SRR

Cause based oriented projects like — demand, raw material or resource,

Classification on the basis of magnitude of investment and operations

® economic activities are grouped into ten divisions and further sub-divided
On; fuiet .
'Ninety syb-divisions. The divisions arc -
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T ivision $ rce lop,
Division 6 . Comme€ ‘ o o \
- _ Transport, Storage and Communication
Division
o vices
Division 8 - Service

Division 9

Activities not adequately described

4. Classification by Financial Institutions

Fina

Hcial institutions classify the projects according to their age, Xperi,

and purpose for which the project is being taken up. They are as follows .
projects listed are generally profit-oriented, ,

(1)
(111)

(1v)

New projects
Expansion projects
Modernisation projects
Diversification projects.

The service-oriented projects are classified as :

(1)
(i1)
(111)

(1v)

Welfare projects

Service projects

Research and Development projects
Educational projects

Project Life Cycle

Like product Life cycle, projects also have a life cycle. A Project Life (¢

consists of three main stages:

1l

~The Prg-investment Phase: It is the first phase which contains demdt |
‘frecaf[mg’ evaluation of input, projections of the financial profile, obJeC“‘: ’
‘ormuiation, selection of strategy, cost-benefit analysis and pre-invest! ¢

appraisal. The project ideq s developed into an investment pro? asit!
during this phase. |
. | ’\‘n }
:ht:k(;zns;{uctlon Phasg : This phase begins after the investment decﬁiic |
- Resources are invested in building the assets of the o) eé i

la 1di n: |
Ofggx’lits)z:ltliloimri;: ;)m’ machmery communication services i 0
h ’ WEr reso r
this phase of the project urces. PERT and CPM techniques 3™
e

The Normalisat: . ol
objective ::’B:wte!o:ui?:: ¢: This phase starts after the trial run I "\: #
established. 38 = to produce the goods and servtt

¢
{
i
{
§
i
!
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i s institutions and match his apgy
andiils

) ers accordingly o ensur
" ailable in the project report.
(4

*\feaning of Project Appr‘aisql ! Ass
Arolpose d project by th§ Igpdmg Instituti
seance between feasibility and appraj
,ﬁgepre“eur or his consultant, while 4
'ending institutions. Entrepreneur alsq ¢

essing the viabjl;
Ons is called ‘pr
sal is, that
ppraisal is
oes the apprai

ty or feasibility of 4
oject appraisal” The

saluation is ex-post analysis of an €xecuted project
ancepts of appraisal and evaluation are ys
he same. Different analyses are done in
ppraisal.

- However, sometimes the
ed interchangeably, but both mean
the different Stages of the project

wasibility studies into a comprehensiv ision maker
udertake a comparative appraisal of

various projects .
Different methods are used b

Toposal. Marketing, economic, fi
e studied by lenders/ investor
tious profitability apprai
‘ L payback period
2
\

3

y lending institutions to evajuate project
nancial, management, and social feasibilities
s as well. In this chapter, we shall discuss the
sal methods used for evaluation, They are -

return on investment
discounted cash flow
% interna) rate of return
3 et present value
PayGI;a Profitability index
%k Peripg Technique

vesi™y opt
, sed te evaluating nvesion ot
"o " Of the most commonly used techniques for g

DA
Ao o

- s to calcuiate U
“ing S the cqg) pay back or pavback period. It aggrg'?ltibn!ve;tnwnf out ol
g W a5 i / ini t
qpr%w ofo PabeaCk period requ:rfed . reC(;\ y theestmel‘u In other words, it
' i e inv -
e "€t cash flo s/savings or profit from th

o ‘pay lor
: ant is expected to “pay 10
S the Number of years in which the investment 1S €Xp
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Original cost of Investment

Pa)‘back PCFiOd = Annual net cash inﬂOWS or gavings

p=1/Sorl/Corl/E

Where,
P = Payback period
= [nitial [nvestment
S = Savings per year
C = Annual Cash inflow
E = Earnings per year
This method is suitable for relatively small projects that are expecteq toh

completed ina short time. However, it does not take into consideration the year
beyond the payback period. The basis is liquidity and not profitability. It overjo

cost of capital .

Return on Investment ( ROI)

ROI is defined as the ratio of profit (net of depreciation and taxes) to initi
capital outlay. The figure is compared to the cost of capital. If the project dos
not yield the desired ROI, it is not accepted. If there are a number of project
under consideration, then they are ranked on the basis of ROI and the projec
with the best ROI or those above the desired ROI is/are selected. Differen
methods are used for the purpose of calculating ROI. For example,

Annual net Income
x 100
Average Investment

Average Rate of Returns =

Average investment = initial investment + scrap value/ life of asset
Discounted Cash Flow
ovef

Money has a time value. It means that the value of money changes .
time. An amount of Rs. 100 received after one year will not have the same s
that it has today. The cash flow received in different years have different Valuei'
In earlier methods, the time value of money was not taken into & @ nﬁ
Discounting is the opposite of compounding. In compounding, the raté of »
the future value of the present money is ascertained. In discounting, th¢P *
value of the future money is calculated to enable us' to make decisions toder

Pr _ 4 A
esent Value (l+r)+ 22+L3+ _______ —é!';,‘
(1+r) " (147) (1+7)
bet

;vherc _A _l'Az’As‘An = Future net cash flows (profit after tax Y st
efrecnauon), = rate of interest desired , 2.3 __ and s = pumber of Y&
value can also be found by the yse of Present Value Tables.

ort
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1 'rnal Rate of Return e
- Under this method, the “life” of the project is usually fixed ;
cwhich the present value of net cash i .ﬂ '(- at ¢ " ”‘-C Ty
etV ' ‘ 1ish inflow during that chosen ‘life” equals
e nitial outlay. In 0thef worQs, itreduces the net present value to zero. | h('JIRR
f\_‘“,ri\rcd at through an iterative process and for different lengths ‘;i life’ ?)l the
;;rqlcct' | |
*t‘f Present Value
n this method, the discount rate should be equal to the company’s weighted

Jverage cost of capital. In this method, future cash inflows are discou‘nted to the
esent value. This is the Gross Present Value of the cash flows. From this, the
oresent value of the cost of the project (i.e., cash outflow) is subtracted. "ic
sulting surplus is the net present value of the investment. The best project is
e one which has the highest net present value.

Profitability Index
[tisalso called present value profitability index or benefit cost ratio.

Present Value of gross cash inflows

Profitability Index = —
Initial cash outlay

tV i
Present Value Index = Present Value of Operating Inflows 100
| Present Value of Net Investment

| Risk Adjusted Discount Rate
In Risk adjusted discount rate (RADR), the discount rate is adjusted In
' zccordance with the degree of risks. Higher the risk, higher the discount rate. For
example, if 3 projects have mild risk, moderate risk and high risk, the discount rate
would be 12%,13%,14% respectively.
An entrepreneur must be knowledgeable about profitability appraisal
methods. This will help him evaluate his business ideas and in preparation of

Project reports.
Risk and Uncertainty

A project appraisal can be done un
“sumptions can be certaindy, risk and uncertainty.
ere the future occurrence of

could be expected with certainty
of risk

der three different situations. The

sation | a particular

A certainty situation 1S 0n¢ wh P

“utcome such as future cash flow or discount rate e

bt in practice, all investment decisions are undertaken under conditions
2

a .
nd uncertainty. |
of a p.uucuLu

ution
ainty referstod srtuation

For example risks can
d be due (0

Risk refers to a situation where the probability distrib

( : Y o
Mtcome could be objectively knownin advance. Uncerl
"here he probabilities are not known. but only guessed

1S . ncertainty coul
ecovered with various insurance puh(nw But the wn
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Uncertainty 13 . analysis. operations research, I}:ldllkc‘lng Fesearc n 0
such as systems atidiy: schniques could make the esti, : ' ey,
. ' ¢ The use of these techniques ¢ ‘ Nates Moy ry
analysis etc. he s

for an appraisal

Thr "ERT and Cppy 1
.iness Idea Through 1 M Teen..
Formation of Business Id ch"'qlmx |

Network Techniques | |
t1s important that an entrepreneur knows how a business idea i fo

. . LT
\( this stage. the step by step approach of the project lmplemem&tionu
jeveloped In project formulation stage, Programme Evaluatjgy, and Rey, |
S YEIVPE - . : p s wi ey
Technique (PERT) and Critical Path Method (CPM) are widely useq teChniq *

Uy |

!

Basic concepts in Network Analysis |
|
|

A network is a series of related activities which are required to achiey, te |
i [

goals of a business.

Activity refers to action which is a time consumin
complete a specific event. Each activity has a point of tim
point where it ends. Laying the foundation, constructio

painting etc., are examples of activities. An activity is sh
begins and ends with an event.

g effort necessary |,
€ where it begins andy
n of walls, Plastering
Own by an arrow g

Event refers to the start or completion of some activity and as such consumes
neither time or resources. Event denotes the beginning and end of an activity,

Foundation laid, walls built, walls plastered and building painted are examples of

events. It is represented by a circle in a network diagram and normally the evenl

Aumber is written within the circle. Network diagram representation of the various
activities and events relate to a project.

beyond the budget. The steps i

l. I | e e, , l
) :Slﬁ"f:ti'ﬁcz;ll‘lon of the activities jp the project and establishing the sequer®”
H1ONShIp 10 show whay activity follows after what,

ed out Simultaneously are identified:

S i ictin o ‘st'/fli-g
s St optimigtjc time, most likely time and most pe
Complete each of the a Ctivity,

(i) Activities that can pe carrj
(1) Estimatiop Of the m,

I
lime require
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ca’ activities of the project are determined.
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.
o he « ot

L anability of the-prOJcct duration and probability of the project
»n in a given time period are calculated. |

V)
{ let!
L-O[‘['lp

i reckn Jue does not cover the resources required at the different stages

the proJec’

\\
) 10 days “B ~J2 days
D— . N
9days © | A BN
~

Figure 13.1 — PERT Network Diagranm:

In the diagram shown above, each circle represents an event and each arrow
represents an activity. Circle 1 is the starting event and circle 5 is the finishing

he activities such as A,B,C ,D and E are- Forecasting of

event. The names of t
sales, sales pricing, production scheduling, cost determination and preparation

of budget.

Burst is the event for more number of activities. In the figure 13.1, event 2

oe called burst.

Node. When an event is an ending event for mo

inode in the above diagram.

Cfitical Path. It is the sequence of activities in the ne

meto complete. The time of the critical path determine

“mpletion of the project.

acc:;tiffl Activities. All the activit .
Vities. Any delay in the completion of one or more of the

“Cause for delay in completion ofthe project.

i’receding Activities. Activities which must be finished before a given event

“9ccur are termed as preceding activities.

fz:gc f;edi“g Activities. Activities which c?m.n.ot be accomplish
" %¢curred are termed as succeeding activities.

&:ncurre“t Activities. Activities which can be accomplished s‘lmq_luuu :
“*Mmed as concurrent activities. Refer the 1 the figure 131

may
re number of activities. Event 4 is

twork that takes the longest
s, the time required for the

ies within the critical path are called critical
se activities will be

ed until an event

oushy

activities B and C 11
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139 ""’"m_is an 1maginary activity wh.l?eve"l\;.h
Dummy Activities. A dummy ¢ ) e L ich o
o < also called Zero-time activity. Ngy,
neither time nOr resources [t1s als ) ' /
L in PERT and float in CPM rete'r {0 the spare time, The
, out affecting the overal] Compley time 3
. ipl . On e
sroiect. [t may be positive or negative. Positive slack represents idle tip, Of
J Jes not requ-ire anv resources. Negative slack occurs when the pr
Hore resources than that are normally available.
Forward Pass. The objective is to determine the earliest expected stap and
T—" - oL )n::_
of the activities of a project. .
Backward Pass. It is the process of determining the latest allowab|e Starting
finishing time of an activity. The computation starts at the end event of, Projelc
g . . ) .
and traverses backward. In forward pass, it starts from starting poin apg Moy
forward. _
Earliest Start Time (EST). It is an earliest time an activity can begin op e
assumption that all the preceding activities started at the earliest possib|e time
Latest Start Time (LST). It is the difference between the latest finish time an
the estimated time for the activity to be performed.
Earliest Finish Time (EFT). It is the sum of the earliest start time and the estimg;
time to perform the concerned activity.

Latest Finish Time (LFT). It is the latest possible time an activity can end withoy
delaying the project beyond its dead line on the assumption that all the subsequen
activities are performed as planned.

Total Float. It is the additional time which a non-critical activity can consume
without increasing the project duration. However, total float may affect the floas
in the preceding and subsequent activities. It can be positive or negative.

Total Float = LST- EST or EFT-LFT
Free Float. [fall the non-critical activities start as early as possible, the su{QIUS
time is the free float. Free float, if used, does not change the float in later activities
Free Float = EST of tail event — EST of head event — Activity duration
Independent Float. The use of independent float of an activity does not chang¢

the float in other activities. Independent float is taken as zero if it turns out ©
negative.

Independent Float = EST of tail (succeeding) event — LFT of head (preCCdmg)
event — Activity duration.

Slack. A Slac | o
which the activity may be delay ed wi

et
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Figure 13.2 — Critical Path Diagram

ath Method (CPM) was first developed in USA by the Du Pont
t differentiates between planning and scheduling.
ion of activities that must be accomplished and
e order in which they should be performed in order to achieve the objectives of
e project. Scheduling, refers to the introdgction of time intg the plgn thereby
eating 3 time schedule for the various activities so that there is a precise known
ime that each activity in the project will take. The duration of different activities

pCPM are deterministic.
The salient features of CPM are : )
@) It determines the critical or bottleneck activities and the critical p
which the project duration depends. |
xed duration.

() It gives the most economical schedule for a fi . or:
(c) It determines the pattern of the allocation of available limited re
After preparing the network diagram e.m'd'notmgd‘
he various paths (i.e., sequence of activities onl i e i theco
T Identify e route 1% takCS " otl;gt ath are also identified.
i}?he project. It is the critical path- The actnvmg; eo:t ifyapg e e lenecks.
Wiy agement t0 1 |

ical path enables the mal g o quic

:!@lim“ those activities which must be p¢ s fo
it completion time. The EST and EFT Va: ® ET for various i e
i tompletion of criticc! path- 11° LFT ans at such activity may be delaye
nated, [f an ity has slack whic mean Juration
P tg yy:tmw ass : offect O the

""“Jectt.}lat slack time without having 2

The critical P
ompany and Remington Rand. I

ojunning refers to the determinat
ath on

sources.

fferent routes
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here are few differences between PERT and CPM. They are

Differences Between PERT and CPM

PERT

: oM

\ ]

[ts origin is in military
It 1s an event-oriented approach |e

It allows uncertainty .
[t is a probabilistic model o
[t 1s time basedi o
It does not «.einarcate between |e
crit'cal and non-critical activities

It averazes time o
It i1s surtable when high e
precision 1s required in time
estimates, e.g. defence projects.

It estimates 3 different times o
of completion.

e [ts origin is in industry

It is an activity-orienteq aPProg
It does not allow uncertaingy ¥
Itis a deterministic mode|

It is cost based

[t marks critical activities /

It does not average time

It is suitable when reasonable
precision is required e.g,
construction projects, industria
expansion schemes, etc.

It estimates only one completion

time,

Apart from PERT and CPM, there are other network techniques such as

GERT: The Graphical Evaluation and Review Technique. It is more superiorto
CPM and PERT. Itallows for probabilistic events while all the events in CPMand |
!

PERT are deterministic. In GERT network, only simulation can be used.
[LOB: Line of Balance uses graphic techniques to show the progress achieved

on the project with respect to key events.

WASP: Itis Workshon Analysis Scheduling Programme, developed by Bf ts?

Atomic Energy.

P asrinenry €@ Ses . 4%



Chapter 14

Project Rep,

Project identification i1s done first. Then, on the basis of the r
feasibility studies, selection is made. Preparation of Project repo
stage. A I-though. project appraisal is done after project report js P
have discussed appraisal project in the previous chapter, since an y
ot appraisal methods will help the entrepreneur in preparation of p

“Search ,
s [h(: Ir
TeSemed
nderStandJr..
FOJect rep,.

Project report is the presentation of detailed business plan iy, Writing T,
project reports are used primarily for raising capital. It is a hlye p”_mvof rr‘-'
business plan. It is like a road map. The objective of business plan js ¢, cl
attract investors and lenders. Banks and financial institutions appraise a pro;,
on the basis of the project report submitted. o

We understand about feasibility studies and evaluation methods ip earljer
chapter. At that stage, alternatives were considered and "0’ 0r ‘no-go’ decisip.
were taken. After the completion of such an exercise, decisions are taken. Thep
the final business plans are presented in the form of a project report.

Meaning of Project Report : It is a written document that (i) summarizss:
business opportunity. It explains why the opportunity exists and why i
management team has selected the opportunity for execution; and (ii) define:
and articulates how the Mmanagement team expects to seize and execwe th
opportunity identified. A brief outline of the project report in the form of
Jframework adapted from Jeffry Timmons, New Venture Creation, IRWIN, 19%
is presented to enable the entrepreneur to understand as how to prepare
project report.

Cover

The cover page contains details such as the name of company, its address
its telephone number, E-mail address, website address and date. It specifies “j
whom the report is submitted and the purpose. For example, Report submitted €
the State Bank of Mysore, Kilpauk Branch, for obtaining Term loan eic.
Table of Content

I Executive Summary

2. The industry and the Company, its products or services
3. Market research and analysis

4. The economics of business
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the summary to determine q
s of any interest to t

1. EXECUTIVE SUMMARY

ive summary is a brief which gives a bird’s eye view of the
ss plan. Many investors, bankers, managers and other readers analyse
uickly whether the venture the report describes

hem. The executive summary usually contains 2

paragraph or tWo covering the following aspects:

(i)

(1i)

(iii)

(iv)

fv)

(vi)

Description of the business concept and the business: A brief
description, in about 25 words, mentioning the specific product or

service.
The opportunity and strategy: Summarizes what the opportunity is,
why it is compelling and the entry strategy planned to exploit. The
information on description of industry , market size, demand, supply,

growth opportunity, etc.

The target market and projection: Identify who the consumers will
be, what position the product will occupy in the market. The structure
of the market is to be described.

The competitive advantage- [ndicate the competitive advantage your
product or service has over the competitors. The beneﬁts- and the
additional value and benefit the consumers will have, using your

product,

The economics, profitabi
anticipated gross margin, opera
forecast sales and costs.

The team: Summarize the relevant
and skills of the lead entrepreneur ?"
entrepreneur’s qualification, experience:
0 previous achievements.

.al- Specify the
] rvest otential’ Specify the
o and ' he basis ot

ting margin and profit on't

knowledge, experience know-how
d any other team member I'he

age and details pertaining




I .n[l’cprcneu”ul I e
———— 1l De

. — : vel,
o : icate the amount of equity DM,
o oferimg Briefly indicate i Quity or depy, . o

> O "
‘he investment of the company. How the largey Jng,

. . i ed |
egic partner will achieve there desireq rate of nve(,,”r
) _ : . rety
Specify how will you withdraw from the busineg m

b .

-t\‘\‘xi&\d.
lender or strat
Exit route

2 Tur INDUSTRY AND THE COMPANY, ITS PRODUCTS OR QER\’I(.'EQ

A Theindustry
Present the current status and prospects for the industry jj, w
proposed business will operate. Present the industry structyre in
of organised. unorganised, and grey sectors. Whether mop,
duopoly. etc.

Discuss briefly the market size, growth, trends and competitors

lhe f()rm
po“SIicl

(i) Discuss any new products or developments, new markets and Customer
new requirements, new entrants and exits, any other national or eCOnOmiL:
trend and factors that could influence the venture positively or negatiye,

B.  The company and the concept

Describe the business concept, in terms of what products or services
will offer and who are or will be its principal custoiners.

Describe the identification of the business idea and opportunity
identification and product development.

(. The Productsor Services
Describe in some detail each product or service to be sold

‘w1 Discuss the application of the product or service and describe the primary
end use as well as any significant secondary applications.

Emphasise any unique features of the product or service and how these
«ill create or add significant value; also highlight any differences betwee!
what is currently in the market and what you will offer that will account for
vour market penetration. Be sure to describe how value will be added and
“~= payback period to the customer, repurchase rate.

(iv. _fine the present state of development of the product or service a1
how much time and money will be required to fully develop, test ana
introduce the product or service. Provide a summary of the functio”
specifications and photographs, if available, of the product.

(v) Discuss any head start you might have that would enable you t
a favoured position in the industry.
r

0 ﬂChie“

sred!

. . supq (1@ F
Jescribe any feature of the product or service that g1ve® i (rad

- s L 2 " ct>‘
advantage over competition. Describe any patents, trade S¢¢f
mark-registered features of the product or service.

(vii) Discuss any opportunities for the expansion of the produc
development related products or services.

(v1)

¢
¢ line V' y

>
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.. €, or
l‘llsmg and pro

 qummarize how fast yoy, intend tq grow

vears and your plans for 8rowth beyong
Show how the entry and growth Str;ltt"vy
g~

and value-added or other COmpetitiye ad
of competitors.

nr

Marketip,
sricing, distribution, adye

) g plan (ey.
Marketine “ample, an

_ g appr
Motiop hIanfp 0ach ) and your

and 1ze |

youtq \yhat S1Ze in the firg five
' I itia) Product o service
'S derived

om the opportunir,
Vantages, g, PPortunity

ch as the Wweakness

Cts or service are or will be,
s18. Divide them into segments
Company intends to serve.

for the product or service are
countries for export market as

i Show who and where the major purchasers

ineach market segment. Include regions or
appropriate.

Indicate how customers are easily reached and receptive, how customers
buy, where in their organisation buying decisions are made, and how
long such decisions take. This is applicable for the products that are used
inthe organisations. Describe customer’s purchasing processes, including
the bases on which they make purchase decisions (e.g. price, quality,
timing, delivery, political pressures, etc.,) and why they might change
current purchasing decisions. .

" Listany orders, contracts or letters of commitment that yolu htcll: 1:)‘('::?{2 |
These are the most powerful data you can prO\(/i ld;;;‘; :(:vho ‘;}ave o
Customers who have shown initial mt.erest at;o ;e {he nogative customer
shown interest and explain how you }wll OYef oduct or service will be
reaction. Indicate how fast you believe your pr

accepted in the market.
Markeg size and trends

! Show for five years the size of lh'
il have — market segment, reg!
*Vice, and potential pr ofitability
Describe also the potential annua’

vices fo
tota) market for your productS or ser

fegion or country. L arket

! Affecting e ;
Discuss the major factors af itd‘ f’“,“()" Impul.?
%0cio-economic trend, governme ! past

e
e ances betwer
{ e preViOUS trendS- Any dl“crcntk
ylained

R —

ket and the share you

mar -
e current total se for the product ot

years Of lhc

at least thre¢
growth for at 8 tomer group,

Lior CUS
r each major ¢t

- ustry trend
th (€& industry ¢ !
" \\' 24 v | V'\ll‘
- fron shifls) and revic '
nd { anmus
nd pmiccrcd anm
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B.Competition and competitin ¢ edges

0

()

(m)

(V)

k\T\

(vi)

(vii)

(X)

Make a realistic assessment of the strengths apg . .
competitors. Assess the substitute and altemanve Produce \ |
and list the companies that supply them, both domestic ang \h\‘:
Compare competing and substitute products or Services on e i
market share. quality. price. performance, deliy en time. Sehvice ‘;\
and other pertinent features

Compare the fundamental value that 1s added or created
Or service. In terms of economic benefits to the Customers
Discuss the current adv antages and disadvantages of these e .

and services and say why they are not meetng the customer paas.

R

b'\ \\\\“ 0

Indicate any know ledge of competitor's actin 0 that could leag . .
OEW Or improved products and an ady ANT3ZSOUs positio |

n
Review the strengths and weaknesses of the competing COmpanies g

< ata

ermine and discuss the share of the marker
sales. its distibution methods and its production
Review

of cach compensy
capabilities

the financial position. resources. costs and profitabilin of o
competitors and their profit trends.

Indicate who are the service. Pricing, performance, cost and Qualin kax

Discuss why a company. ifany, has entered or dropped out of the man:
IN recent vears.

~

Discuss three or four Kev competitors and why customenrs buy o e

and determine and discuss why customers leave them.

From what you know about the competitors” operations. explam wh 0

think they are vulnerable and that ¥YOu can capture a share of their busies
Discuss what makes vou think it will be easy or difficult to compete ¥

them. Discuss particularly your competitive advantage

C. Estimated Market Share and Sales

1

(i)

D. Ongoing market evaluation

Summarize features of vour products or services that will make it 83857

i . .. : Sy d et
in the face of current and Potential competition. Mention the fund2
value added or created by the products or ser 1ces

- ~§<jﬁkﬁxy
Show how the growth of the company sales in units and its ;.‘-‘w\. o
market share are related to the growth of its industry and custome’

the strengths and weaknesses of competitors. Remember, the assif!
used to estimate the sales have to be clearty stated.

O

® St
av™ 1“ -
Wy .

assess customer needs and Services and to guide the ;‘ﬁ\!x;\‘g z\ s ol
programme and new product programme. Also plan for expant’
production capacity and guide product or service pricing.
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o and operating margins
i
. pescribe the magnitude of th
v ¢ gr()\‘g
SSm

asts) and the operati ‘ argine

cos S »1-‘1 u} ating Marging fo, E 1S (ie selling price

services. Include the contributiop, a l( ach i

. . nalveia
profit potentialand du rability Ysis,

) Using the Break'EVen-Po,‘m .

shows the profit - forecastj, ' recast. 1
\ . ast I'h K
! & using BEp € followir figure
100} /
| Prof
Nl /,'( /3 it
80 /AN
/S
70—+ BEP  Saley’
60—- /
Total cost
-a-:,; 50__ //
S

40— Margin of

301 / safety

20 —

10—

1 1 L L ! =

| 0 5 10 15 20 25 30 35 40 e
, Units
P Figure 14.1 — Forecasting Profit, using BEP
I °ﬁt~f0recasting

the profit stream that

) Decs o of
) Describe the magnitude and expected durability of
| and refer appropriate

Fhe business will generate — before and after taxes
i ndustry benchmarks.
lD Iscuss if there will be any barrier !
7 ®ad time which will address the issu€©
e o , e
yvar, ie ble costs o
Pleand sechivACS ariable and semi-val lable cosis 45

Pvajde a detailed summary of fix cd'» ‘; ces you
ale
perce“tﬂges of total cost as apP! opria

o entry in future you can create, and
f durability of profit.

for the product or sei



. Ntre Tene
ofter and the volume of purchases
with industry benchmarks.,

Urial

‘ Al o
and sales upon Which " Vo
I8

\ .(,

C. Break-even time

Given your entry strategy, marketing plan, and prop,
how long it will take to reach break-cven sales leve] ;
the estimation of time to generate positive cash
you grow or expand by adding cap
even.

=8 flows. l Nt )
acities, the time require Uturg

5. MARKETING P1AN

I'he marketing plan describes how the sales
marketing plan should detail the overall mar
Opportunity and your competitive advantages.
Service policies, pricing, distribution, promoti
sales projections. The marketing plan needs to

when and who will do it. The marketing strate
the next chapter.

pn')jections Will be ai
keting strategy that Ned, p,
Include a discussioy, of s lexpiﬂ
on, and advertisip )

, & Stratega,
describe what i tq be doﬁ:S o
gies will be discusseq in de’taﬁ}

A. Overall marketing strategy

(1) Describe the specific marketing philos
given the value chain and channels of
YOu are pursuing
be identified and
and service will

ophy and strateg
distribution in the market segme
. How the specific potential customers in the group yj|
how they will be contacted, what features of the produg
be emphasised to generate sales.
(1) Indicate whether the products or services will initially be introduce

internationally, nationally or regionally, explain why and if appropriat
indicate any plans for extending sales at a later date.

() Discuss any seasonal trend;
saies during non season.

Yy of'the compay

if any and what can be done to promot

(iv)  Describe any plans to obtain government contracts.

B. Pricing

s . . . 1 Sor vour
(1) Discuss pricing strategy, including the prices to be charged mlf "
product or service and compare your pricing policy with those 0!}
major competitors, ’
. . - ! . . imate 4
(1) Discuss the gross profit margin between manufacturing and ummllo“ ’
costs and indicate whether the margin is large enough to @
distribution and sales, Warranty, training, service, costs. el
. _ ’ roduct
() Explain how the price you set will enable you (a) to get the‘}L:W e
service accepted (b) to maintain ang increase your market st
face of competition: and (¢) to produce profits.
(1v) Justify your pricing strategy and differences between.}"ﬂf' X
those ol competitive or substitute products or services

o
o m'l‘.“ﬁ }
Ui )

et

el
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« |( Vl'lllk‘ ('(I(\'(“I ll :
||(Ill‘,"| newness

1 -, C ] \(’l\/l”""L l:t‘ll 1cnecy

roduct is to be pric

your '0‘_1“‘ } ed IOWCFI|1811 those of the ¢ "

1 quwilldo this and maintain profitability (e.g. tl ompetition, explain

por-e o . °f ve T y(€.g. throug p

JRPN ven . B ugl vater valie

q effectivel ess in manufacturing and distribution 1 flgrcatu value
n. lower labour

dv!
-r material co er over
Jowe mat sts, lower overhead or other comp
onents of cost)

, ricing policy 1 ' '
s your pl g pdllcy mclu_ehng a discussion of the relationship of
market share. an ‘proﬁts. For example, a higher pri e
1e but result in a higher gross profit Zher price may reGuEe
iscount a g

llowances for prompt payment or volume

arices
\olUn
pescribe any d

purchases.

sales tactics

- pescribe the methods — your Own sales force, sales representatives direct

mail or distributors — who will be engaged to the product or service. Both
the m't'lal plan and lenger-range plans for the sales force. Incl'ude a
Jiscussion on any special requirements (Example — Providing a refrigerator

o selling cool drinks.)

) Discuss the value chain and the resulting
distributors, wholesalers and sales persons and any speci
regarding discounts, exclusive distribution rights given to distributors or

sales representatives and compare these to those given by your
entatives, will be selected,
by each.

ired and

competitors.
res

ij Describe how the distribu
the areas they will cover an

tors or sales rep

d the expected sales to be made

| Ifa direct sales force is to b€ used, indicate how it will be structt
indicate if it is to replace @ dealer, if 5O, when and how.

) If direct-mail, magazine, newspaper, of other media, tel
catalogue sales are to be use 1e specific channe

d, indicate tl
costs (per 1000) and expected response rates.
1l ol
) Show the sales expected Per salespe d what commissiot:

' : oures
:ncem,ve and salary they ar€ slated t d compare (hese figures
0 !
W b the average for your industry- tesal
LR | . 1 esa
prgsem.a selling schedule and a salé tinclu
e motion and service COStS:
TViceanq . s
. warranty policies , ) —
¢ Wl“ requ'r arran L._

t tha
prOduct the ¢ o
ance of these to the custome .
‘ rvice pmblenw

ethod of handling S

-marketing or
Is or vehicles.

0 receive an

{
Yo :
ffain“" company will offera
'deci:‘g’ indicate the import
sions and discuss your ™
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i) ; scribe he kKind ind term ol any W arrantics to be (»f.ur-;(ﬂ 'Whes |
. ol e ymnany SCrvice peoj €, avene: hy
1 be handled hy compal) -
will be hanc ‘ | he
- S
distr butors 0Ol Service conltractol
. | ‘ ; - » Al 1
) Indicate the proposed charge for service calls and whether €l
(nr! |arcate uic ¢ o | .:“l
\ srofitable or only @ hreak-even operation ,
( €
| .
earvice warranty polictes and practices ¢,
av) o omparc you service pe 3 r) ‘ . . 'h(J\&(‘

srincipal competitors
E Advertising and promotion

) Describe the approacli-~ .
attention of prospective purchasers

the company will use to bring 5
= rog,
(g

(

service to the
uipment manufacturers and for manufactyrer. ofir

g S 0fing,.

products, indicate the plans for trade show participation, trag. o
. ey o . . v d\' .
advertisements, direct mailing, the preparation of product heefd['
‘ IS ned ’ G

promotional literature and use of advertising agencies. <
For consumer products, indicate what kind of advertising and Promyyj,
Ui

(i) Fororiginaleq

(i)
campaign is contemplated to introduce the product and whg King
sales aids will be provided to dealers, what trade shows are require; -
(iv) Present a schedule and approximate costs of promotion and adyer;,,

(direct mail, tele-marketing, catalogues, etc.) and discuss how these cos:
will be incurred.
E Distribution
(i) Describe the methods of channels of distribution you will employ
(i) Indicate how sensitive shipping cost is as a percent of the selling pri:
(i) If international trade is involved, note how these sales will be handkt
including distribution, shipping, insurance, credit and collections.
(iv) Indicate if the distribution is to be done by a marketing agency. Al
agreement of contract to be produced.
6. DESIGN AND DEVELOPMENT PLANS
The design and development costs are often underestimated. Desi¢"
Development is an engineering work for converting a laboratory protonF
to a finished product. For example, the design of a special tool. .,
Vi

() Describe the current status of each product or service and explaif
remains to be done to make the product or service marketable. |
has ®

(i) Describe briefly the competence or expertise that your company " |
will require to complete this development. i |
elop™™ |

(iii) List any customers or end users who are participating in the deve date " |
design and testing of the product or service. Indicate results 1 %
when results are expected.

Py
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 the possible :
yjscuss the P e effect on the cost of desien and d
= an O\relol—\n].
b yment, on

v DI i
. ime (0 market introduction suc
he s and such problems.

' ¢ and discuss the desig
presen sign and development budget. includine th
get. including the

w‘ - :
( + abo aterial, ¢ 1
cost of labour. material, consulting fees and so on
) DiSCUSS the impact on cash low projec‘tinnc of 1 .
iy s of underestimating this
- proprietary issues
| Describe any patent, trademark, copyright or intellectual pro ights
Lou OWN OF You are seeking. property rights
0 Descrlbe_ any antraclual richts or agreements that give vou exclusiv
or proprietary rights. SIve vou eReEE
- .
7. Manufacturing and Operations Plan
This plan will tg include such factors as plant location. the type of facilities
-:?je.d, space requnrement. capital equipment, labour force, inventory control
- icles. purchasing, production conirol and which part of the produéL will be
-rchased and which operations will be parformed by your work force (make or

2 decisions). A service may be required to bz in pro ximity located (proximity to
ISOMETS). . '
4 Operating cycle

i) Describe the lead/lag times that characterize the fundamental operating

) cycle in your business.
(i) Explain how any seasonal production 1o
" severe dislocation.
| tographical location
| 1Y
- ) Describe the planned geograph
location analysis you have den=

ads will be handled without

ical location of the business. Include an)

The issues in the location
aking are discussed in th

problems and

e earlier

the criteria to be used [or decisici I he ¢
chapter in detail. Keeping in V€Y' those issuies, (he 10caton decision is
faken,

S Of

dvantages of the site jocation 1 7
ness 10 customers of suppliers. 44 :
incentives and benefits. aocess W

ery important in Indian cont-

} ) E:::;“SS any advantages or disa‘
| factors as labour, wages, ¢105¢
ocal taxes,
¢ whichareV

(N

o .
mnt??“sportanon, state or !
ties like water, power, steam

{
!
4 _A
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j improy ements

husIness describe the facilities, mcluding plant

18 OUSITR d

" ind land area. special tooling, machinery ang - nd oy
‘ Cr‘ﬂ.“

‘ ;‘m.‘\ used to conduc company s business anq

“ hese facilities are adequate DIsCuss any economjeg of
<tart up. describe how and when the necessary fﬂClll’lK‘x[

' | be acquired o

. .t and space will be le ,
er equipment and sP ased or acquiry "

(. Facilities and

or an exisl

\
d"\.

I
3Cal;

|

M1 W

\";.,\‘ whetin

ndicate the costs and oW much of the proposed financing wil| pe dorr
s LN s ~ - i 0(;
plant and equipment |

F n future equip

Explain how and when. in the next three vears, plant, space and equipme,
will be expanded to the capacities required by future sales projectior. |
and any plans to improve or add to existing plant, space or moye y, |
i ndicate the timing and cost of such acquisitions.

.......

ment needs in the next three years.

a

)

D. Strategy and plans
-+ he the manufacturing processes involved in production of you

sroduct and any decision with respect to subcontracting of componen
~. rather than complete in-house manufacture.

Justify vour proposed make-or-buy policy in terms of inventory financing
.vailable labour skills, production cost and capability issues.
Discuss who potential subcontractors and suppliers are and som
information about them.
Present z production plan that shows cost/volume information at varios
cvels of operation with breakdown of material, labour, PUfCha,“j
components and factory overhead and that shov - *he inventory requic
at various sales levels.

.-)‘e:cn'vc your approach to quality control , production contro
IS0 certification 15 to be obtained.

+ 1 ¥
iy

| whethé!

F. Regulatory and Legal issues

Fyrcrries he . . enb
[iscuss here any relevant state, central or foreign regulatory f equire

[icens

rigue 1o your product, process or service. List any pel'miSSion’ fron
zovernment approval necessary to begin operation. It may Yoo g,
regIon 10 region, country to country, industry to industry- Some
have specific laws applicable to them only i
{ /) 5O WK 3 7 . H 't‘
u)  Discuss any legal or contractual obligations that are pemnem as W
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plan inc ludes details of the ke
Y persons. an outhine of the

gon of the
jescription o y b

f f the board of directors. Details a h

elalls about the

ture, ¢

¥
L5
g

W glrut

anagement roles in the ¢
2 es in the company and the individuals who

t\ﬂ:‘ }
\ the key m
how the organisation ¢
he organisation chart. Depicting the relations
g ationsnips

yreseh! L Q
‘. ach poSIIlOYT S
' eports 1O whom and size.
nt pcrsonnel

o cach key person, describe in detail career highlights, relevant know

 F

ow, skill and track recgrd of accomplishments that demonstrates s
Joility 10 perform the assigned role.
Describe the exact role, duties, responsibilit
management team.
complete resumes for each of the key management member need to be
mcluded here or as an exhibit and need to stress relevant training,
experience and concrete accomplishments, such as profit and sales
jmprovement, Jabour management Success, manufacturing or technical
achievements and meeting of budgets and schedules.

ompensation and ownership

ock ow
of each key member oftt

ies for each key member of the

C \anagement €
mount

ij State the sala
of their equity investme
team.

fij Describe any stock options p

performance depe

incentive stock op

nership planned, and the a
he management

ry to be paid, the st
nt, if any,

lanned.
ndent stock option 0
tion or other stock

r bonus plans.

i) Describe any
ownership plans

i) Summarise any
planned for key personnel.
1) Specify the ownership structure of the firm. Whether Prgprietar,\‘
partnership, Company — private Of public Limited or Co-operative -

: §0ard of Directors
;9 The size and the composition of the board.
) Identify any proposed board members; if any.

LS . .
"Pporting professional advisors and services

|

i

{

16 , _ . and
5 ) Indicate the supporting services that will be requm.d su

|

ch as canteen

r“ hospital. i 151

) Inds o advertising
= e > ccoummg.‘
cndwatc the names and affiliations of the legal a‘ ces
onsulting and banking advisors selec

e 3
ach will provide.
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| busIness plar [his S¢ 1C ll hat shows the (ming ol activities like “}
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. oo pr sduction atit A , |
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[l the business plans are pased 071 certaln assumgt;ons. The plan wil|
A (’ SN 3} . . ne@ ) . ’ 1
1]y when thos¢ assumptions work D]SCUT as'sl;(mpgons d'r]td '“Sks Implic;
o s -+ the risk and uncertain b
Jour plan. What has been planned to covel t e rojections, ¢ ty in bugine.
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Be sure to dIscuss assumptions concerning proj ustomer ords
i1. THEF INANCIAL PLAN
o indicate the ventiure ’s potential ang:

can also serve as an operating plan -

financial plan ist
hmark. As part of the financial plx

for financial viability. It
nt using financial benc
prepared.

nd Balance Sheets
me statements and balance sheet for

The purpose of the

ent time table
nageme
have to be

pres
financial ma
financial exhibits
A Actual Income Statements a
or existing business, prepare inco
current year and for the prior two years.
B. Pro forma Income Statement

Using sales forecasts and the accompanying production 0- operations (0%
forma income statement for at feast the first three years.

prepare pro
I Pro Forma INCOME STATEMENT"‘EXHIB[T 1
I
2001 2002 2003
‘T—;’ . U/’- ' - Rs. RS. m-
—~ pefeaes ] . ___’_—/
Cost of Sales 100,000 | 1200000 | 13000
Materials
Direct labour 407.000 444.000 481.000
Other Costs 143,000 156,000 169_0‘\)"}
Total Costs 44,000 48.000 )W
(;F()sg 5 . {1 I
(oross profi 94,000 aso00 | oA |
perating expenses 506,000 2000 | |
Factory R )
Selling 154 0
Administrat; 000 68.000 1820
nistratjve 110 )
9000 ) {n l
Total ox 120,000 130,
CXpenses 33,0 ' L
Income before 000 36,000 3.0
Ovwnere’ ¢ owners’ sal | 297,000 4351 o
ers’ saj ary : 324.0C 351U
Salary ’ 2090 324,000 e )
Income befo 2,000 398 000 ‘ZJT'.“U(
e OClOTE debt payme SO,004) - PR
\“'--wbn[s . 60,000 l',L(/, i
— 159,000 kbl =00
168,000 e




pro forma balance sheet

prepare PrO
d of caCh of the
€

first three years of operacion

Pro Forma Balance Sheet Exhibit II

1414

forma balance sheets semi-annually in the first year and al the

= 000 | 2002 | 2003
Assets Rs. RU Rs
Current Assers
Cash 11,000 12,000 13.000
Accounts receivables 99,00) 108,000 117,000
Merchandise inventories 77,000 84.000 91.000
Prﬁpaid rent 4,250 4,250 4250
Total Current Assets 191,259 208,250 225,250
\iachinery, furniture & fixtures 50,000 50,000 50,000
Total assets i | s | 213250
Liabilities and Equity
“urrent liabilities
Accounts payable 105,000 110,000 115,000
Other expenses 55,000 60,000 65.000
[o'al current liabilifics 160,000 170,000 180,000
Long term debt 550,000 440,000 330,000
. -—-”—- < q
el liabitiies 7000 | ¢ p000 | S10000
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Role of the Government in Entrepreneurial Growth

In the previous chapter, the factors influenci
discussed. Also we learnt that such factors could

influences on entrepreneurial spirit. In this chapter,

played by the Government and other agencies in pro

reneurship were

have positive Of negative
let us understand the role
moting entrepreneurship.

n — Models for
hip in various

ng entrep

k ‘Entrepreneurship Innovatio

Rabindra Kunango in his boo
ntrepreneurs

Development’ presents 10 conceptual models for e

cultural contexts.
1. Laissez-Faire : The essence of this model is that government
lation hinders economic development, the lack

interference and regu
of which allows the entrepreneurs to become competitive and create

wealth therefrom. Example of model — Cayman Islands.

2. Positive Environment : The philosophy behind this model is that
government should play a role in encouraging the small business sector,
but this role should be limited to providing a positive environment like
adequate infrastructure, free trade agreements, low level of taxation,

etc. Example of model—Austria.
3. Strategic Interventionist : This policy assumes that the State should

have a strategy of promoting small business through intervention by
ensuring training, research, finance, marketing, know-how and support.

Example of model—Namibia
‘4. Subsidized Interest Rate: Providing subsidized interest rates to certain

industries below market rate help a few selected entrepreneurs whose
enterprises subsequently develop into mega-conglomerates. Example —
y a few industries — Heavy industries and

South Korea, where onl
is dominated by a small

chemicals are supported and the economy

number of diversified mega-conglomerates.
5. FEgalitarian: All borrowings by the entrepreneurs are at relatively high

rates. High interest rates are an incentive to be thrifty. Thus, encouraging

saving than borrowing. Example of the model— Taiwan.
6. ?rade E(‘aeiliﬁation: It is an unique mercantilist model, focused on the
internationalisation of small and mediam-sized enterprise. Apart from
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T'he above models show that each country has chosen g particul
which it regards as the most appropriate to help its smal] business sec

Role of governmental and non
entrepreneurship in India

In India, three types of roles are
agencies. They are -

L

Entrepreneurial Deve
i

I()I'H
hle ard. the povernment facilitates paper
g“v“ﬂ' h { . ] .

\1 ’ 4 > - . e
ork Procedure .
of model—Ken ya,
Yugopluralist: The policy changes were nitiated at the loc
and due to cultural hete

centralisation of the federal s
s animportant determinant of differe

il

educes bureaucratic constramnts  Lxample
!

al Jeve) I
could be a weak central government

rogeneity
I here 1s autonomy due to de

ystem. CU'IUrQ
nces in the economijc policy. which
M turn contributed to regional disparity Example of the mode|~
Megosiavia.
Top-down reform: The

down 10 people. Several governments decl;

one driven by mar
~German Democratic Republic.
Open-door reform: The policy adopted is that of o

reforms of a completely planned cconomy. [t results in strong incentives
to produce. Example is China, where farmers are kept completely outside

the planned sector of the €conomy in order to promote €ntrepreneurship
among them.

Doi-Moi: The word literally

is to help smalj enterprise op
model—Vietnam.

Indian mode] : Indian model is a combin
mmternationalist and subsidized interest r
cntrepreneurial talents in the world.

planned economy to the

pen door with major

means ‘renovation’ or ‘new th inking’. This

erate within a socialist system. Example of

ation of Strategic
ate It has probably high

ar mode|
1or.

-governmental agencies in promoting

played by government and non-governmental

Promotional

2. Supportive; and

3

Regulatory
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Figure 6.1 - Different Roles Played by Various Agencies

1. Promotional Role

In this role, both government and non-governmental agencies try to promote
entrepreneurship by awareness building, encouragement, motivation, guidance,
otc. The entrepreneurial spirit is encouraged by publicity and promotional efforts.
Just as we try to sell a product, the agencies try through their efforts to motivate
people to establish enterprises and become entrepreneurs. Here, the emphasis 1s
on awareness. The various Entrepreneurial Development Programmes (EDPs)
fall in this category. The assumption here is that entrepreneurship and
entrepreneurs can be developed. It is not true that all the entrepreneurs are born
and entrepreneurship is attained only by birth. The objective of the role of these
agencies is to attract people to start on their own. Identification of potential
entrepreneurs through research and scientific methods has to be done. These
agencies can play a major role in promotion of new entrepreneurs which results

in the entrepreneurial growth. .
The efforts for promoting entrepreneurship are of three types:

. Awareness creation programme — To create an awareness Of

entrepreneurial opportunities.
2 Programme on creation of new en

new entrepreneurs; and | |
3. Programme for current entrepreneurs — To develop their management

These 'pmgmmmes are target-group oriented (e.g.. for women, ml, technical
¢ntrepreneurs). Also Product — process specific (e.g. food Pl"’d“C t, jute product
etc); and Location — specific (€.&. Tamilnadu, Andhra Pmdesh, etc.)

trepreneurs — To train and develop
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JOVL
development ¢ , .
'he tax concessions of various Sld( | h as State Industries Prom,.

i~ Also. some of the mstitutions such as St :
\":“'\\l‘!'::‘\\‘l N\ .~

2 v« The financial s
St Taminadu (SIPCOT). play muluple roles. They ’enld t . o IUP
loans at concessional rate of interest. offer Sa L-:' ajr ‘enterl;)(
A ¢ ' ) o . als t() St’ln 3[es ”
Tax holiday cte. Thus. they motivate the |n'dmdua| y . diversificar
nstitutions help the entreprencurs in modernisation, ‘

CQUNCHC

the form ol

nese

rowth. additonal financing. quality testing. providiqg information and Sldi/l;erl

‘stc services are provided to new as well as existing entrepreneurs D) ‘
Institutions such as, SIDBL. SIET, NABARD. KVIC, etc. |

Institutions providing promotional and. supportive role are establlslhec

1 levels. They have 3 or 4-tier machinery to serve entrepreneurs. They

111V Aaront
UHICIC

at District. Village., State and at National levels.

Ousiicrlove! Insttutions are DIC, KVIC

St lovel Insarutions are SFC, TCO, SSIDC. SIDC. KVIB, EDI. SISI. SIDB|
wliovel nstitutions are ICICLIC, EDIL KVIC, NABARD. IDBI. IFC

3. Regulatory role

\ier the promotional and supportive roles, the need for reculation
-ontrofemerges. Through various laws. a covernment tries to reeulate and con
;:1ilcgw|'c;1cur;. The regulatory institutions give clearance for construction
Lctories. supply of power, tax reliefs, concessions. ete. For example. provid:
and. factory shed. water and power, providing Reservations for small and -
«cctors. under Factories Act, Shops and Establishments Act, and Sick Industr:
Corporation Act. etc. All regulatory institutions have their policies ¥
prozrammes to provide necessary help and Support to entrepreneurs. Howey:
fiereas alot 1o be desired in the support provided by these oreanisations |
evample, getting clearance for construction of a factory shed or scelinz perniss:
lor starting a particular industry or even for gelting :
:k"a) vccurs. Delay is rather the rule (yay, the exc
o any of these institutions.

POwer connection consider:
CNception in getting any thing &

Pmpcr and simple rules and regulations wij
promotion of entrepreneyrshi
cmreprencurship. So. the r
the clear objective

act as a positive factor 1N
P- Otherwise, they may dampen the spit
X eg.ulallons and policies haye (o be carefully framed
1o sum yp \\-: K?mmouon Orc"[rq)rc"““‘“hiP as the foremost factor 11"
, : e can say thay
“SCNCCTs perform qhe same role

both the woy crment and non-govern™
and regulag

s- However, i, nfrastructural develof™

financial i

¢ dssistance
' r\ LAN > s ~ >T ””L
N roles, the i olvement of the gove!'

AHeNCies s faree.
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ROLE OF VARIOUS AGENCIES IN PROMOTING ENTREPRENEURSHIP

re are a4 nu Wr T > ran R .

There are I “l"l €l “} agencies working for promoting entrepreneurship,
offering genera -lllltr;l\lﬁf‘tlflc services. The agencies are governmental as well as
_governmenta ). These < - L
qon-governmental (NGOs). These supportive institutions can be classified into

(wo main categories:

Supportive Institutions

|
l

! R S —
. }

(A) (B)
promotion & Development, Financial support
General Services
e.c. SIPCOT, DIC, SIDO e.¢. IDBI, ICICI, SIDBI

Classification of Supportive Institutions

A) Institutions concentrating on the promotion and development of
entrepreneurship which offer general services like EDPs such as SIPCOT,

DIC and SIDO: and

B) Institutions which play a supportive role by financing the
like SIDBI, IDBland ICICL.

Let us study in detail about a few institutions in each category.
A. PROMOTIONAL AND DEVELOPMENTAL INSTITUTIONS

1. Entrepreneurship Development Programmes (EDPs)
The EDPs are offered by both the Government organisations as well as non-

government oroanisatiOllS(NGOS). Initially, the Small Industries Extension and
&

Training Institute (SIET), Hvderabad selected 52 young persons in 1971 from
business and industrial community and offered a three-month training progranme
entrepreneurs. This was the humble beginning

and motivated the participants to be ' , ) ——"
of a massive programme of entrepreneurial development. At present, there are
about 686 all-India and state level financial institutions and public sector banks

— Indian Bank, Canara Bank, State Bank of India etc. conducting El)?s Joining
them are the educational institutions. conducting short and the ‘lo‘ng \'”,”.l:
entrepreneurial development progranmmes. have stat *
offering entrepreneurial development pmgmmlxncs _

training institutes offer specific programmes afier \rlrl
her own enterprise. An advertisement givenin newspa
companies attract the entrepreneurs.

entrepreneurs

[Even privale companies :
n LT industry, many of 3¢
ch a traince can start his
per describes how private

.



Figure 6.2 A wypical newspaper advertisement of an IT company aimed

GOLDEN
BUSINESS
OPPORTUNITY
[N
VB/WEB BASED
PROJECTS

For Software Professionals to earmn additional mmcome

during their spare time by working at their place of

convenience

I'rilux made revolution with resounding success in |
ENTREPRENEUR |
DEVELOPMENT

By  empanelling large number of Software

Professionals to develop Computer based Tutorials in

Phase | and to develop and host Web based Tutorials in

Phase IL.

Persons

. Having good exposure in concerned
subject/associated with subject experts

*  Having good exposure in VB/Web based Projects

If Yes, please contact

Trilux Technologies (India) Ltd
Corporate Office 18, Mount Road

. Chennai 600 015

Ph: 230 18 40, 43,46,47,48

“right place of IT zealots”

afiracting Entrepreneurs

Entrepreneurial Training
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Entref
N To develop manageme i e —————
e) o Clmmlm.su'ncm related skills like problem solving, decision
'1 « :” ‘ ) ) . b .
- cation, opportunity identification, interpersonal, team
building, etc. '
v To make particips: , - .
f ¢ p PWIIFS aware of the various laws, procedures, etc., relating to
the entrepreneurship. *
. To develop passion and interest in entrepreneurship.
WY To conduct researc . .
) To cond ftdlth and study on the effectiveness of the various
FOL’IJ'THNC\ SCNne a3 . r o . . . )
prog hemes, market potential of various business opportunities,

etc.
Course Content and Curriculum of Entrepreneurial Training Programmes

(EDPs) : On the' basis of the above mentioned aims and objectives, the course
content and curriculum of EDPs could consist of the following:

i) General introduction: Need for entrepreneurship and its importance in
aconomic growth of our country. Factors affecting the entrepreneurship.
Advantages and benefits of own enterprises. Such details could be
furnished.

ii) Motivation training: The focus should be to develop motivation through

training and education. Factors that motivate people to become

entrepreneurs vary from individual to individual. Some may be motivated

by economic factor like profit and, some by self esteem, etc.

In order to understand what motivates people to become entrepreneurs, let us

study briefly the Maslow s Need Hierarchy theory.

Maslow’s Need Hierarchy Theory

Dr. Abraham Maslow a psychologist, formulated a widely accepted theory
of human needs. His theory is based on the human needs. He classified human
needs into 5 different categories in order of priority from lower to higher needs.
He called them the hierarchy of needs. The reason why they are called so
because certain needs have to be fulfilled before human beings seek the next

higher level need. 1f one is hungry, he will first demand food, before seeking
prestige or status. Thus when satisfied, a new and higher

the lower needs are i
need emerges and the process continues. The diagram given below exhibits the
Model-



(99}

ettt P AP |

Figure 6.3 - Masiow s Hierarchy of Needs

gical necds like food. clothing. shelter. air, water and ot}

ciy and sccuriny needs such as cconomic security and protection frc
angers
Social needs refer to a sense of belonging,

Interaction. etc

recognition, acceptang

Esteem needs which are in terms of selfesteem. selfrespect, self confiden.
achievement. competence, knowledge, independence, reputation, etc.

Self-actualisation need is the final stage which aims at self fulfiliment On;
this need is satisfied, human needs cease to be a motivating factor.

For entrepreneurs. mainly the social, esteem and self actualisation e,

motivate them to work more and more.

The different ty pes of motivating factors could be (a) Ambition, Compell;

or Facilitating. (b) Economic or non-economic. (¢) Intrinsic or Extrinsic. Some.
the factors which prompt the aspirants to become entrepreneurs are enterprisi:
attitude. training and education, previous experience which are intrinsic face
and extrinsic factors like shortages, government assistance, taking over of ¢
running units, made available at a cheap price, etc.

1)

v)

Management Skills: The third aspect the course content of a entreprencur
development programme should focus is on developing managerial sk
A small-time entrepreneur cannot afford to employ senior executives, s
has to develop adequate managerial skills such as problem solflﬂé
communication, marketing, financial, interpersonal, technical, decs*
mal.n:, etc., himself. He could attain such skills with the help of past®
studies, guest lectures, factory visits, role play, etc.

Project feasibility studies. Participants should be trained in prepam‘io_!i.:
project feasibility reports in terms of marketing, financial, technolo:"

. : : . it
environmenial issyes, forecasting business plans. They are dealt V"
detail in chapters 13 and 14,
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L ‘ g - St ————
fwareness dbout the support systems and procedure: The participants
1 4 N . . |
should be aware ol the role played by various supportive agencies. I'hey
must be famihar with procedural requirements such as application and

cvaluation norms

: ‘ ;1 e ive X
[he ultimate objective ol any entrepreneurial development programme 15 (0
preparc the trainees 10I start their own enterprises after the completion of the
raining programme. I'he focus of EDPs is on education and training

l‘lhaSCS OfFDPs

An Entrepreneurship Development Programme involves 3 phases. They are
[itial phasc ’P"‘*’"’"“'””&’/’”dst/ Through publicity and training programmes.
an awareness is created about the entrepreneurial opportunities.
Duw/u/nnen/plmvg (Training phase) - Through training programmes. motivation
and managerial skills are developed.

Support phase (Post training phase) : Counselling, encouragement.
infrastructural, financial support are provided for establishing and running an

enterprise.

An EDP can be promoted in different phases. It is not necessary that all
EDPs have to go through all the phases. Some EDPs can be developed to take
care of only one phase also. First, the pre-training phase, where the programme
is to be advertised, trainees have to be selected and arrangement of venue.
infrastructure and faculty, framing of the syllabus. etc.., is to be organised In the
second phase, training is given which is the training phase. After the programme
is over, feedback should be collected and it is the post-training phase or follow-

up phase.

Performance of EDPs or
Performance of Entrepreneurial Development/Training Institutes

There are hundreds of EDPs conducted by various organisations all over
from Government organisations, Rotary clubs, banks,
educational institutions like 1IMs and engineering colleges conduct short term
courses. There are Centres for Entrepreneurship Development Institutes in
Kamataka, Lucknow, Madurai, Bhubaneshwar and Bhopal which conduct

Entfepreneurship Development programmes. A Study by Entrepreneurship

Development Institute of India (EDII) at Ahmedabad and Goa has revealed that

one out of every four trainees started their own enterprise after the completion of

the training programme. The success ratio varies from institute to institute and
from region to region.
Training to Existing Entrepreneurs

iduals to start own

The EDPs should not only focus on motivating indiv . |
enterprises but also offer training to existing entrepreneurs for enhancing their

our country. Apart
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Reasons for Poor Performance of Industrial Estates
> can sece < » PO .
We |t 11 ce that some industrial estates are quite successful while some
ave faie ) < ‘acl entrenrenenre - : '
have i‘“ - _‘“m'. ict entrepreneurs. In Madras, Thirumazhisi Industrial Estate,
qear Poonamalle is not as successful as Ambattur and Guindy Industrial Estates
SIPCOT trial F . L
In  lﬂlhk, ( lllndustnal Estate at Ranipet, which is 25 years old, 70% of the
uu;usu'nlcs . ‘L\a t’retln r;.rogresswely closed over the past 3 years due to sickness.
A hostile ndustria i o T .
A h¢ climate is prevailing. The reasons cited are:

|. Higher sales tax as compared to other States. The buyers prefer buying
products from other States like Pondicherry.

2. F reguem mte.rruptions in power supply resulting in loss of production. To
avoid production loss, several industries had to incur additional expenditure
on power for generating their own electricity. According to the SIPCOT
Fndustx‘lgs Association, Ranipet, (SIAR) there were 50-100 power
interruptions during a 3-month period. This has added to the cost of
production, making their products less competitive.

Red-tapism, bureaucracy, corruption and harassment by the local
panchayats in the matter of renewal of licences and approvals of building
plans for expansion of industries have only worsened the performance of
already ailing industrial units.

(>

4. High maintenance cost. To overcome this problem, SIPCOT Industries
Association, Ranipet has suggested joint maintenance of the industrial
estate. The maintenance cost will be much less if a maintenance committee
is formed to run an industrial estate.

The above cited reasons are typical problems faced by several industrial estates.

3. Khadi and Village Industries Commission (KVIC)

% VIC was established in 1957 by an Act of the Parliament and is engaged in
adi and village industries with a view to create employment
thereby strengthening the rural economy. [tisan
over from its predecessor, the A/ India Khadi
in 1953. KVIC supports Tiny Sector with
pto Rs. 5 lakhs. Gandhian philosophy and

promoting kh
opportunities in the rural areas,
autonomous body which took
and Village Industries Board, set up
investment in plant and machinery u
thought are the backbone of KVIC’s policy.

The tiny sector in India accounts for 96% of SSI units, 72% of employment

generation, and 48% of credit flow.

The Objectives of the KVIC
I. Identification of beneficiary
2. Providing financial support t0 eligi
3. Providing training, ensuring quality contr

ble individii... . nstitutions.

Ol.
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zarch and dC‘-G\\ume\m
Supply of taw matenals at reasonable rates

. ) 1C products throuch nublicitny
"(\.\,“I.‘."_.\\'x. } VUL . = {

v and exhibition

~ |
Providing consultancy for the revival of sich units

‘wckage Assistance consisting of finance, traiming. marketing and Other
' o5 as dries & ecial schemes |1
SUPPOrt assistance 1s also offered to 23 industries Some sj S like

ransport subsidy industrial estate. refinance are also available. To effectwe\\,

fler these services. KVIC has a unit at National. State. and District'block ley els
N the country,

The beneficiaties of KVIC are traditional artisans rural unemployed youth
cO-UpeTative socicties registered institutions. Individuals or a group of 4 or 5
\ndividuals who can join under Integrated cluster scheme and start an enterprise.

Thus. the objective of KVIC is 1o promote. plan. o
‘Mplement programmes of development for Khadi and 25 v illage industries that
KVIC has identified. KVIC has 29 State Khadi and Village Boards, over 1.172
redibteied nstitutions and more than 29 813

industrial co-operatives spread over

2 101akh villages with | 5.000 sales cutlets.

The 25 village mdustries that are listed by KVIC are as tollows
I Khadi

rganise, assist and

= (i) Cotton (b) Woollen (©) silkzand (d) Muslin

2 Processing of cereals and pulses like papad and masalas
3 Ghanioil industry

4 Village leather industry

5 Cotlage match industry

& Gurand Khandsari

7. Palmgu

8 Non-edible oils and soap industny
9  Hand-made paper industry
10 Bee-keeping
i1 Village potiery

12 Fibre

13 Carpentry and blacksmith,

1 Lime manufacturing

15, Collection of torest planis. fruis
16, Shellac

for medicing| PUrposes
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>|.‘V Gum - Resin 6.13
18  Katha
10 Cane and Bamboo

‘ Fruts and veoe i
( C kl\l|\|\\ pProcessine and preservation
Household aluminium utensils

Manure and methane
New villave —_—

¢ 1ee ndustries — Textile garments. hosiery
24 Polymer and chemical base

- Detervents, Mehe : :
‘ craents, Mchendi, Bindi, shampoo, hair
oil, candle; and : P00, h:

-4
I

25 Mineral based ~ slate and slate pencil making.

To become an entre : _
. anentrepreneur, a prescribed application form has to be submitted

) the respective , o . ,
to the respective authorities. KVIC Board at district or zonal level will examine the

proposal, study the feasibility and sanction financial assistance.

To guide the tirst generation entrepreneurs the KVIC has launched a ~“Rural
lndu.str)‘ Copsu!lanc_\' Service”. The consultancy service will provide ~hand
holding services and support™ for new and first gencration entrepreneurs. [t will
help the prospective entrepreneur in a variety of ways, including helping them
prepare project reports which would facilitate getting loan from banks. KVIC
turnover Rs. 10.000 crores during 2002-03. [t has grown by 14% and generated |

8 million employment opportunities. In the 10tlr plan period the employment
has to go up to 2.6 million.

Suggestions : The scope of promotional measures has to be extended to all the
rural industries and not limited to specified village industries and crafts. The
protective and promotional measures are to focus on growth rather than on
survival of rural industries.

4. The Pondicherry Industrial Promotion Development and Investment
Corporation Limited (PIPDIC).

It was set up by the Government of Pondicheny in 1974 with the't\'\'in objccli.\ ¢
of promoting the Industrial Development of Pondicherry .and provndmg financial
assistance to entrepreneurs. It is a limited company with anlaulhor'lsed ‘sh;u‘c
capital of Rs. 40 croresand has earned a profit of Rs 350 lakhs (Tentative) Igr the
year 1999-2000. PIPDIC provides various faqlntnes such as Term lou‘qs Equits
participants / Underwriting of Capital issues. le.'e Purchase and Lease Financing
IT and Electronic Parks/Growth Centre/Industrial Estates.

The following are the Objectives of PIPDIC

e Industrial Finance e Decvelopment of Industrial Estates

i icipati vidine. counselling, protecung an
* icipation ¢ Aiding, : ‘ oe
bty partie promoting the interests of Industries in

Pondicherry.
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5. The National Institute for Entrepreneurshlp and Small Busip,

Development (NIESBUD)
established in 1983 at Delhi as an apex body for coordinat;
and overseeing the activities of various institutions and agencies engaged -
entrepreneurship development, particularly in the area of small industry &
small business. The institute acts asa secretariat of the National Entrepreneursh
Development Board (NEDB) and processes the recommendations made by
Board. The policy direction and guidance to the institute are provided by
governing council whose chairman and vice-chairman are the Union Industr
Minister and Union State Minister of Industries respectively. The role of NIESBLI
i< that of a catalyst, as it helps in developing the effectiveness and the efficien
of all the other organisations which are directly or indirectly engaged in promoti
of entrepreneurship. ] )
Functions of NIESBUD

The activities and functions of the institute include:

)

The institute was

(i) To organize and conduct traini
‘ aining program :
. mes and | aini
methodolog = evolve trainif.
ology and prescribe a model syllabi, deve| : ainit
and tools. ’ elop training manue

(ii) To.hold examinations and tests and confer cert;
trainers as well as trainees. ertificates and diplomas

(i) To provide functio
nal
semi fOl:Ums by conductine nation:
nars, workshops to interact, exchy ¢ national level conference
, n

, " :
entrepreneurship. g¢ experiences and promot

(iv) To provide in ' i

! P formation by Publication fli

Wby of literature on entrep
reneurs!

(v) To assist in setting up of regional anq state |
ate leve|

vi) .
(vi) To evolve standard processes of ¢ lecti
sustenance to potential emrepfeneur: ection, t

(vii) 1:‘);:1@0:1 and help institutes involyeq i
and to improve their effici I entre
fficiency. pte"ewship

train; sti
NINg institutions

raj _—
Ining, support anc

Jove
development
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yovernment

[he programmes organised by this institute are funded by th
he objectives O 5 " ‘
The objec ' of its traming programmes are to stimulate, support and sustain
) . nreneurshin i o
Y entrey “'”L“Ll“l i areas where the demand for programmes s high and also in
- vhere there are ) ‘
areas where there are no organisations conducting such programmes
he institute has oreanised proor
| 15 ( Ig\llll\\ti programimes tor various target groups inc iding

entrepreneurs, officials from support and service agencies of government. norn
20) cmmgnt and voluntary organisations. The pro«_rr;nunes oftl;c institute consist
of () Trainers” Training programmes. (ii) Promoter’s orientation programmes
(111) Small business promoter’s programmes: and (iv) Entrepreneurship orientation
programmes for heads of departments and senior executives. Those who have
been benehtt?d 'b." NIESBUD training programmes are professors, researchers
from acasienuc institutions like I1T, engineering colleges, Junior officers from
commercial banks, and officers from TechnicavaonsuItanC\ Organisations and
Small Industries Development Organisation. o

The programmes initiated and sponsored by the institute are constantly
evaluated and revised to suit the changing needs in the areas of entrepreneurship
and small business development. The institute is engaged in creating 2 climate
conducive to the emergence of entrepreneurship and in developing favourable
attitude amongst the general public in support of those who opt for

entrepreneurial career.

6. Small Industries Service Institutions (SISI)

SISIs were set up to provide consultancy and training to small entrepreneurs
_ both existing and prospective. The activities of SISIs are coordinated by the
Industrial Management Training Division of the DCSSI's office. There are 28

SISIs set up all over the country.

Functions
(i) To serve as interface between Central and State Governments

(i) To render technical support services
(i) To conduct Entrepreneurship Development Programmes

(iv) To initiate promotional programmes
(v) To assist in preparing Project profi
information, Economic consultancy, Stat

modernisation studies.
7.Small Industries Development Corporation (SIDCs)
They were set up in various States under the Companies Act to cater to the

primary developmental needs of the small, tiny and village industries.

Functions
(i) Topr
(i) To supply mac

les, Training, Trade and market
¢ industrial potential survey and

ocure and distribute scarce raw materials
hinery on hire purchase system
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O provide management assistance to production units.
8 Technical Consultancy Organisations (TCOs)

P OSIWOIN 01 TCOs was established in collaboration and as a subsidiary of
= mewstnal Development Bank of India (IDBI). It was realised that Providing
niy financial support to entrepreneurs is not sufficient. Elltr_eprenegrs require

Jther support as well to be successful. They may require aasistance in
dentification of business for new enterprises and consultancy for the €Xisting
- “€s At present there are 17 TCOs operating in various states - in A.P
=sntra. West Bengal, Rajasthan, U.P, Orissa, M .P., J&K,, Haryana, Delhj,

Jujarat. Biharand Tamilnadu.
The functions of TCOs

To prepare project profiles and feasibility profiles

To undertake survery on potential of industries

-

10 1dentify potential cntrepreneurs and provide them with technical and
Tlanagement assistance

*/ To undertake export consultancy for export oriented projects
1) To conduct entrepreneurship development Programmes
‘viy To offer merchant banking services

7ut)  To offer consultancy for modernisat;

on and rehabilitation of industrial
units.

(x) To undertake Turn-key assignments.

IFCI,
SIPCOT, THC and SIDO Leading Financial Institutions, State Development
Corporations and Commercial Banks came together to provide consultancy

“wrvices o industry and service sectors.
The services offered can be classified into -
(1) Core consultancy seryices
(1) Energy consultancy services
(my IT consultancy
(iv) Training programmes
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e g .

|t otters a W ide range of consultancy services su h as project identihication

.1 profiles. projc > , \
projcdt pie project reports, market surveys, techno-economi teastbihity

i
\\“‘ll ‘{ YOIC » >
led project reports, project management, escort Sserviees, project

asset value
isset valuation, stock audit, sick unit rehabilitation, restructuring
audits

studies.
i‘?““‘-““\'

iperadation programmes, imdustry specitic studies, encrgy
SO On

a

kil
eny ronment impact assessment, computer training programines and

I'he organisation undertakes turnkey projects on wind mills, sugar and paper
qills. diesel captive power plants and solar energy projects

“hev OT07¢ co COMINAre ) ¢ o . y

They organise seminars, training programmes and ‘industry meets’ on current
topICS

The services are offered to corporate sector, small and medium ente
individual entrepreneurs, public sector undertakings, banks. financial institutions.

cooperatives and governments.

rprises,

They undertake assignments in industries such as agro-based, food
processing. bio-technology, chemicals and fertilisers, plastics and packing, drugs
and pharmaceuticals, infrastructure, conventional and renewable energy,
onvironment, hotel and tourism, electronics, software and information technolog)

and textiles.
It has a talented and experienced pool of profe
chemicals, engineering, software, energy, management and other disciplines.
ITCOT has undertaken surveys at the instance of state/central government

[t has also helped entrepreneurs in setting up ancillary units for the
automobile and chemical industries. It has conducted feasibility studies and

prepared project reports, EDPs were also conducted by it. ITCOT adopted

Palani in Madurai district and Rasipuram in Salem district under [DBI's block
adoption scheme. It wants to broad base the operations by extending
marketing assistance for products of small scale industries.

10. State Industries Promotion Corporation of Tamil Nadu Limited (SIPCOT)
SIPCOT was set up in 1971 as a Public Limited Company, wholly owned by

the Government of Tamilnadu for the medium and major industries. The office is
rks in liasion with TIIC and extends term loans

located in Egmore, Chennai. It wo
under IDBI refinance scheme.

ssionals in agriculture, textiles,

Objectives

@) To establish, develop, maintain and manage industrial cqmplex. parks and
growth centres at various places across the State of Tamilnadu.

(b) To channelise incentives for industries set up in the State.

(c) To provide escort services to medium and large scale industries
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s financial assistance for
r IDBI Refinance Scheme
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medium and major industries in the form of

[t provide
(a) Term loan unde
(b) IDBI's Seed Capital Scheme
() Underwriting the Capital issu€s
(d) Guarantee to loan from commercia

The term loans are disbursed under no

scheme, larger projects and lease finance. Loan
scheme for technology development and modernisation, as
of SSI products, acquisition of 1SO 9000 series, special s¢

textile industries.

Procedure for Term loan
| The entrepreneurs, new and existing, have to register their enquiry for

financial assistance along with preliminary details on the scheme
The in-house Preliminary Clearance Committee decides on the pr;)cessin"
o

| banks
rmal scheme, equipment refinance

s are also extended under specific
sistance for marketing

heme for tannery and

(-]

of the scheme.
The entrepreneurs will be informed to submit thei
eir detailed applicati
: pplication

along with a process fee valued at 0.25% of the term loa ;
given in two weeks. In case, if the term loan is not 'sl Th(? clearance IS
application is withdrawn prior to sanction, 20% of the proc anctnoped or the
and the balance is refunded. No refund of process fee i essfee is deducted
the sanction of the term loan. IS entertained after
The projgct is then appraised by site inspection — techn;
commercial and financial appraisal of the project. cal, Managerial,
A report is presented to the Screenin i

‘ : g Committee consisti

from the concerned area of specialisation. nsisting of experts
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6 Therecomm ndation of the Screening Comnuttee 1s placed before the Board
of SIPCO
The decision of the Board is then communicalte d to the apphcant
[ he term loans under SIDBI refinance 1s at the interest of 15% while (DBI
.. { S ;" \‘i arc d [S°§ 0

syhsidies and Incentives of SIPCO'T

As a nodal agency ()“I]\‘ Government of ‘];|”|||H;|(J|| SIPCOT offers various
ncentives. o medium and major industries — for new units, and also for expansion
ind diversification projects. The subsidies are common for small, medium and
industries
A capital subsidy of 20%, subject to a ceiling of Rs. 20 lakhs 1s available to
ndustries set up in 71 most backward blocks and SIPCOT industrial complex at
Tuticorin. Manamadurai and Pudukkottai. Same subsidies are available as special
subsidy for electronic, floriculture and leather industries.

For backward region, the capital subsidy is 15% to industries set up in 216
backward blocks, subject to a ceiling of Rs. 15 lakhs. These are also available in
industrial complex developed by SIPCOT, SIDCO and other bodies.

A special subsidy of 10% with a ceiling of Rs. 15 lakhs is available to
medium and major selected industries set up anywhere in the State of Tamilnadu,
such as automobile spare parts, drugs and pharmaceuticals, solar energy equipment
and other non-conventional energy devices, export oriented gold jewellery and
diamond processing units, pollution control equipment, jute industry in 6 taluks,
sports goods and accessories, food processing, cost effective building materials
like aluminium or PVC doors and windows, window frame, etc. For small industries,
the subsidy is 20% with a ceiling of Rs. 15 lakhs.

Special incentives for mega projects are introduced. For an industry with a
fixed capital investment of Rs. 200 crores, subsidy is Rs. 100 lakhs. For industries
with a fixed capital investment of Rs. 100 — 200 cores, the subsidy is Rs. 50 lakhs;
and for Rs. 50 — 100 crores, subsidy is Rs. 25 lakhs. These are not available for
units set up within 50 kms radius of Chennai city, 15 kms radius of Madurai,
Coimbatore, Salem, Trichy and Tirunelvelli. However, industries set up in the
Industrial estates developed by SIPCOT, SIDCO, ELCOT, TIDCO, DIC are eligible
for the subsidy.

For new industrial units with more than 30% of the total workers as women,
an additional subsidy of 5% subject toa ceiling of Rs. 5 lakhs is provided, except
in food processing, garments, leather, hosiery and match industries.

Additional subsidy of 15% with Rs. 5 lakhs ceiling is granted for new
generators except in cement, sugar, textiles, mining, flour mills, hotels, edible oil,
rice mills, distilleries, brewery and power intensive units, These industries are
not eligible for state capital and mega subsidy as well.

Ui =\
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Anv project for expansion should envisage a minimuim of 15% in the valye
of production to become eligible for the subsidies.

Applications for availing incentives should be submitted within one yeg,
from the date of commencement of commercial production to SIPCOT if the
project 1s assisted by SIPCOT and THC, if assisted by TIHC. If the project i
assisted both by SIPCOT and TIIC, applications for availing incentives shoy|q
be submitted either to SIPCOT or T1IC. For projects not assisted by SIPCOT o
THIC. applications for subsidy should be submitted to DIC. For medium ang
major industries. subsidy will be routed through SIPCOT and for sick textile miljs
through the Director of Handlooms and Textiles.

An investigation fee of Rs. 2,000 non-refundable and a processing fee of
Rs. 10.000 should be remitted by way of Demand Draft to SIPCOT.

Other Assistance offered by SIPCOT

(1) SIPCOT has compiled a Data bank, containing information on various
aspects of industries. It guides the entrepreneurs regarding various
procedures to be followed, forms to be filled up and compliance with
various regulations for setting up industries.

(2

2) Italso helps entrepreneurs in assessing the merits of alternative locations
for the proposed projects with reference to the source of raw materials,
market potential and facilities available in a particular area.

(3) SIPCOT takes initiative to contact entrepreneurs holding Indent, Letters

and Licenses in the State and help them overcome their implementation &
problems.

(4) It guides the entrepreneurs to decide on the economic size of the unit,
foreign collaboration, supply of machinery, technical know-how, etc.

(5) The Business Development Department guides entrepreneurs in applying
for licence and registration with the Central Government, approval of
collaboration, import licence allocation of scarce raw materials and
clearance from local authorities and financial institutions.

(6) It also helps entrepreneurs to obtain supply of power.

11. District Industries Centre (DIC)

As the name suggests, these centers are located at the district level. At
present, there are 422 DICs operating, in 431 districts of our country. The DIC
scheme was started in 1978 with the intention that under a single roof, an
entrepreneur should get details of benefits and guidance about all matters relating
to setting up and running an industrial unit. They act as a co-ordinator and
‘multiple function’ agency. They are the implementing arm of the various Central
and State Government schemes and programmes offered from time to time.

The organisational structure of DICs consists of a general manager in the
rank of joint director of industries. Under him are, 4 functional managers and 3
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' he success of |
and his team

T'he expenses are Shared ¢

| HSC ‘ qQually, between the s
he main objective of the DI

ate and central governments
and promote cottage, small. tiny

employment opportunities. especially
he country.

C isto develop
0 generate
and backward areas of t

Functions of District Industries Centre
(i)

sectors in the country ang {
among the rural

Identification of entrepreneurs by
throughout the district, especially |

(i) Selection of projects by conductin
kgepmg In view the availability of
skill, infrastructure, demand for pro

surveys of the identified products
suitable projects.

conducting motivational campaigns
n Panchayat union headquarters

g survey on the potential of industries.
esources in terms of material and human
duct, etc. Preparation of techno-economic
. The potential entrepreneurs are offered

(i) Provisional and permanent Re

gistration under SSI and issue of the
certificate.

(iv) Recommendation of the loan application for land and building acquisition

to State level institutions and nationalised banks.

To guide an entrepreneur in selection of the appropriate machinery,
equipment and raw materials. Issue certificates for the import and export of
machinery and raw materials. Under Rural Industries Project (RIP), sanction
margin money for the purchase of plant and machinery and recommend
applications to state and central institutions and nationalised banks.

(vi) Pursue with the electricity board for power connection. Scrutinising and
recommending to SIDCO, Power Tariff Concession in the form of power
subsidy at the rate of 30% for the first year, 20% during second vear and
10% for the third year.

(vil) Recommendation of Interest free sales tax loan at 8% of the total fixed
assets to SIDCO.

(viii) Sponsoring applications for subsidy under Industries Rural Development

Project, (IRDA) at 33% % of the capital cost of the project, subject to a

maximum of Rs. 3,000 per unit. _ , o
(%) Disburse the interest subsidy for engineers for setting up industries in the
rural areas.

® To assist entrepreneurs in marketing their products and :;SCS the
" possibilities of ancillarisation and export promotion of their products
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IS arecogmsed export house and so the units can export
y » corporation ¢ > \
through the corporation and enjoy export benefits. The marketing and export

g kaports NSIC

- ‘ s are ab (1 o
omotion costs are bsorbed by the corporation 1t offers raw mateials, helps in
_.;\:703"”""[ of samples and procuremnent of orders. takes care of pre and post
Jipment credit, assis in \‘l.\lmmg export imcmncs, export documentiation,
whibitions. 1t also arranges buyers and sellers meet.

\ O D Imcdiistr | Ko \ \ 1 1

O Nering up Inaustrial Estates Abroad: NSIC has set up industrial estates

1t has s¢ ST 2 Q X . ‘

wroad Ithas setup industrial estates in Africa, Nepal, Vietnam. It has established
scational training in Mongolia.

{o. Small Industries Development Organisation (SIDO)

SIDO 1s a subordinate office of the Department of SSI. It is an apex body and
odal ageney for formulating, coordinating and monitoring the policies and
\-ogrammes for promotion and development of SSI. The person who is holding
the post of Development Commissioner is the head of SIDO. He is assisted by
,arious directors and advisers in evolving and implementing various programmes
of raining and management consultancy, industrial investigation, possibilities
‘or development of different types of SSI, development of industrial estates, etc.
The main functions of SIDO are classified into (i) co-ordination,(ii) industrial
development and (iii) extension. These functions are performed through a national
network of institutions and associated agencies created for the specific functions.
The SIDO functions through 27 offices, 31 Small Industries Service Institutes
(SISls). 37 Extension Centres, 3 product-cum-process Development Centres, and
4 Production Centres. All small-scale industries except those falling in specialised
boards and agencies like KVIC, Coir Board, Central Silk Board, etc., fali under the
purview of the SIDO.

Functions of Small Industries Development Organisations (SIDO)
- Co-ordination
() To evolve a national policy for the development of small scale industries
(i) To Co-ordinate the policies and programmes of various State Governments

(ii) To maintain a proper liasion with the related Central Ministries, Planning
Commission, State Governments, Financial Institutions etc; and

(iv) To co-oordinate the programme for the development of industrial estates.
Industrial Development
() To reserve items for production by small- scale industries

(i) Tocollect data on consumer items imported and then encourage the settin,
of industrial units to produce these items by giving coordinated assistance.

(i) To render required support for the development of ancillary units; and
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I. Indian Investment Centre (11C)
'IC has set up an entrepreneurial guidance bureau at Delhi and Caleyy,
Thev guide entrepreneurs in identifying investment opportunities, assistingthen
' |
2

SUIUC SHIUC

n selecting locations for the establishment, preparing project profiles |, ¢

LCICL HE 1004

processing their applications with the State government and the financial Instinyy,

concerned. forsecuring financial assistance. They furnish information pertajy; P

10 the products that offer scope for manufacture, statistical details relating y | -,

demand. capacity, production, sources of supply and availability of raw Materigl =~ -
- : . . RS A
"ypes ol equipment required, investment involved, details of financial institutipy; | .

L]

-
-o U

that could be approached for assistance, etc. Information on procedures pertaining | °
10 obtaming letters of intent, import of capital equipment, export of finisheg
products is also furnished They establish direct contact with engineering
2

Entrepreneurial Guidance Bureau (EGB)

I'he Indian Investment Centre (IIC) has set up Entrepreneurial Guidanc

Bureau 1o guide entrepreneurs, in identification of investment opportunities,
assist 1o select location for the projects, prepare project profiles, help to g

financial assistance. ECB provides statistical information on demand, production | "

capacity. sources of raw materials, types of equipment required, investmen

involved. sources of finance, etc. Information on the procedures pertaining 0 } -

obtain letter of intent, imports of capital equipment, export of finished productsis

also provided. It helps entrepreneurs to obtain letter of intent, submit proposal$ {1

etc Itestablishes direct contacts with engineering graduates, technically qualifi®
personnel and small entrepreneurs to promote entrepreneurship.

3. Tamilnadu Industrial Investment Corporation (TIC)

In Tamilnadu, the Madras Industries Investment Corporation was started 8 §1°

This was renamed as Tamilnadu Industrial Investment Corporation (TIIC)- It m’_ -

schemes 10 assist the technocrats, educated unemployed and self-employ™ p
and also the development of backward regions. It has 15 branch offics ™

" e

raduates. technically qualified personnel and small entrepreneurs in the country, | *

i

HY

. Y \
2

early as 1949 and it was the first State level Finance Corporation in whole of [ndi&,
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- Commbatore, ( ) .
; . uddalore. Dharmapuri, Erode, Chennai Madurai,
Nagercoil U X
gerc 4 tdukkottai, Salem, Thanjavur, Tiruchi lrunveli and
-4 4 nyonal oftices g ) '
ge and 4 Reg offices at Chennai, Madurai. Coimbatore and Trichy It

-~ i‘ & > { .
sng-term loans for acquistion of land, building, plant and machinery to
3!l and medium scale units ‘
__gs Schemes offered by TIIC
\ 2
, ) S~heme >
eneral Sc u;m Under the general scheme, term loan assistance 15
____4ed for small and medium scale industrial units to set up new industries and
ion dernisation ' diversification of the existing units
vursing Home Scheme - The Corporation provides assistance for
oo of ‘ ' '
- of nursing homes and purchase of electro-medical equipment In all
ncluding metropolitan / Corporation areas with a minimum bed strength of
- medic 121 ' i
\.on medical persons are also eligible for assistance under this scheme

3 Transport Operator Scheme : The Corporation provides loans for purchase
¢ ransport vehicles viz,, delivery vans, lorries, trailers, tempos etc., to operate
5 Commercial Goods Carriers and for the purchase of autos, tourist taxis, pick-
. ,zns and passenger buses (having route permits) to be operated as Public

~grriers and for purchase of excavators.

4 Generator Scheme - Assistance is given for installation of power
generating units for captive power consumption of the individual units.

Hotel Scheme - Financial assistance is considered for setting up of hotels/
~otels  restaurants in order to promote tourism and also for expansion and
renovation of the existing hotels.

6 Single Window Scheme : All eligible small scale units including tiny units,
wnose project outlay is within Rs. 200 lakhs would be eligible for both term loan
und working capital assistance under the scheme.

2 Ex-Servicemen Scheme (SEMFDX) : A Special scheme is being operated
nollahoration with SIDBI and Ex-Servicemen Board for ex-servicemen. The total

it of the project under the scheme shall not exceed Rs.15 lakhs. Ex-servicemen
<an also apply under National Equity Fund Scheme.

Y Mahila Udhayam Nidhi Scheme Women entrepreneurs can avail

zsistance to set up new projects, if the project cost does not exceed Rs. 10 lakhs.

9 Refinance Scheme for Technology Development and Modernisation
¥TDM) Existing profit making small scale units which go in for modernisation/
“hnology upgradation can avail assistance under this scheme. The project
“dliay shall not exceed Rs. 100 lakhs. Concessional rate of interest and lower
Tomoter’s contribution of 20% are the other features of the scheme.

\0. Technology Development Fund Scheme . | he Uom;ndmeqtgg:i;sl:t{ l;:‘::l\;
" constituted a fund for Technological Development and b
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vil) Marg ety — 28 _
(vii) Margin of security — 25% security margin on fixed assests

~ Lntrepreneurial Deve,
e Pgy,

(viii) Deferred payment guarantee —25% of the amount as the margin of
\ e 1N Of e
) Personal Guar . , CCUryy
(x) Personal Guarantee of the promoters/directors and guarantors k
x) Coll: auritv doc -
(x) Collateral Security documents ranging from 25% to 50% of the loan |
ST . )an bae.,
on risk — Mortgage in favour of the corporation. -

(x1) Tt:; l‘ln.lf shgll be rgglslered as a small scale unit with DIC and shal]
industrial licence, import licence, if necessary. "

(xii) All small scale.' medium scale units, proprietory, partnership, private gy
public companies are eligible for financial assistance.

(xi) The project cost should not exceed Rs. 20 crores.

(xiv) The promoter’s contribution shall be 33.3% of project cost as per SIDB|

norms.
(xv) The debt-equity ratio shall be 3:1 upto Rs. 10 lakhs a
above Rs. 10 lakhs.

4. Small Industries Development Bank of India (SIDBI)

SIDBI under a special Act of Parliament
he IDBI. The Head Office is in Lucknow
s with a provision to increase itto

nd 2:1 for loans

The Government of India set up the
in 1989 as a wholly-owned subsidiary oft
The authorised capital of SIDBI is Rs. 500 crore

Rs. 1,000 crores.

The management of SID
of representatives of central governmen
resources are raised through external borrowings
domestic sources through bonds, deposits, and thro

Bl is controlled by its Board of Directors, consisting
t, financial institutions and experts. The
from other countries and from
ugh Reserve Bank of India,

etc.
The SIDBI’s financial assistance to small scale industries is channelised
inancial Corporations,

through the existing delivery system, comprising State F
State Industries Development Corporations, Commercial Banks and Regional

Rural Banks.
Objects and Functions of SIDBI

The functions and objects 0 .
They can be classified into following categories:

(A) Schemes of Refinance Assistance
(B) Direct Assistance Scheme

(C) Bills financing
(D) Resources support t

fSIDBI are achieved through various schemes.

o institutions

(E) Project financing
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(G) Promotional and developmental services: and
(H) Credit Guarantee Fund scheme for small industries.
(A) Schemes of Refinance Assistance
. General scheme for projects, their costs not exceeding Rs. 300 lakhs.
2. Scheme for Cottage, Village and Tiny industries. (a) Composite Loan
Scheme — for equipment and working capital (b) Scheme for SC/ST and
physically handicapped persons.

(8]

Specific Schemes — Diesel Generating sets, pollution control equipment,
import substitution, computers, renewable energy.

4. Scheme for Professionals

W

Equipment refinance scheme

6. Scheme for Small Road Transport Operators (SRTOS) having more than
6 and less than 20 vehicles. Cost of chasis, body building, taxes, insurance,
working capital. Second hand vehicles are not eligible for assistance -
loan limit need based.

7. Scheme for medical profession (a) scheme fer hospital and nursing home
(b) medical equipment

8. Scheme for marketing activities (a) scheme for marketing organisation
(KVIC) (b) Scheme for purchase of Mobile sales vans (KVIC)

9. Scheme for Tourism (a) tourism related industries (b)Hotels and restaurant

10. Infrastructure development (a) Industrial Estates (b) Development; and
construction of roads

11. Single window scheme
(B) Direct Assistance Scheme
12.  Scheme for specialised marketing agencies

13. Scheme for Ancillary, sub-contracting
14. Scheme for Development of Industrial areas for small scale sector

(C) Financing
15. Bills Rediscounting scheme for short term and normal term.
16. Direct Discounting scheme for equipment and components for normal

and short terms.



