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PREFACE 

The future belongs to entrepreneurial socities. The Centre and State 
Governments have recognised the role of Small Scale Industries for 
economic growth of the country. Entrepreneurship Development and 
Management is one of the core competencies of technical human resource. 
Motivating technical /vocational stream of students to start their own 
small scale industries or business has assured high priority in the industrial 
policy of India. 

Keeping in view the priorities of Government policy, courses in 
Entrepreneurship Development and Management for Polytechnic students 
have been developed by various technical boards of Haryana, Punjab, 
Himachal Pradesh, Delhi, Chandigarh and other states. The present book 
has been compiled to help the student community in this subject. It covers 
the syllabus fully and completely. Every effort has been made to describe 
the matter in clear and simple way. 

The author is grateful to the publisher for bringing out this book in a 
very short time. The book has been prepared keeping in mind the 
difficulties and requirements of the students. Any constructive criticism 
on the book will be welcome with gratitude. After all, the present effort 
is being made to help the student community. 

Dr. R.K. Singal 
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PART-1 

ENTREPRENEURSHIP 
DEVELOPMENT 



Chapter 1 

Entrepreneurship 

Introduction, Concept/Meaning, Need, Competencies/Qualities of an 
Entrepreneur, Rewards and Penalties, Characteristics and Traits 

1.1. INTRODUCTION 

The word 'Entrepreneurship' has been traced to the period of the Crusaders 
and has taken on various shades of meaning down the centuries. The term 
'entrepreneur' was used for army leaders in the early 16th century France. It 
was applied for the first time in the 18th century to a businessman who buys 
and sells goods at certain prices. Entrepreneurship, however, was given a 
central position by Schumpeter (1961) who believed that an entrepreneur 
was a dynamic agent of change; that an entrepreneur was a catalyst who 
transformed increasingly physical, natural and human resources, into 
correspondingly production possibilities. Entrepreneurship can be described 
as a creative and innovative response to the environment. Doing new things 
or doing things that are already being done in a new way is therefore, a 
simple definition of entrepreneurship. It cannotes innovativeness, an urge to 
take risk in the face of uncertainties, and an intuition of seeing things in a 
way which afterwards proves to be true. 

The future belongs to entrepreneurial societies. The importance of 
entrepreneurial resource as a critical input in the process of economic 
development has been widely recognised by the scholars and policy-makers. 
Proper industrial growth and export of goods and services can be achieved 
by creating a new industrial culture based on high technology, innovation 
and quality products. This requires preparation of a large number of 
entrepreneurs with technical qualifications in owing small scale industries 
especially in the hi-tech areas or who would work in industries with the 
commitment and characteristics of an entrepreneur. 

A majority of technical students in India come from middle-income group 
families and therefore chose employment as easy-going career with immediate 
and guaranteed monthly incomes. They are generally shy of becoming 
entrepreneurs. Presently, social recognition in India is also in favour of 
bureaucratic and management careers for engineers. Recently, trends are 
however, changing and it is expected that in a couple of years there will be 

3 
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reversal in career plans of engineers who will prefer self-employment as their 
first choice as in the USA and other industralized countries. The support 
systems have to properly channelise the availability of funds to technical 
entrepreneurs and simplify procedures to ease tensions and risk of industrial 
enterprising. 

1.2. ENTREPRENEUR (CONCEPT) 

Entrepreneurs are people who have the ability to see and evaluate business 
opportunities, to gather the necessary resources to take advantage of them; 
and to initiate appropriate action to ensure success. Entrepreneurs are action-
oriented, highly motivated individuals who take risks to achieve goals. 

An entrepreneur initiates and establishes an economic activity or enterprise 
for the development of wealth in the society. He would certainly be different 
from non-entrepreneur in terms of his psychological and social disposition. 

Entrepreneurs by and large, have been found to be people with a high 
drive and high activity level, constantly struggling to achieve something which 
they could call as their own accomplishment. 

Once an entrepreneur starts his enterprise, to be successful, he would 
have a high need for influencing others, a low need to establish emotional 
relationship and a high capacity to discipline one's ownself. He is inclined to 
speak about his past achievements and narrate them with a sense of pride. 
He also has clear goals for the future and tends to live in the present with the 
involvement. 

He studies the market situation, explores profitability in alternative lines 
of business, products, machinery, technology and processes, financiers and 
compares before making his final decision. This indulgence in planning may 
be considered as an indicator of the calculated risk taking behaviour on the 
part of the entrepreneur as it safeguards against subsequent difficulties which 
can be anticipated. A successful entrepreneur continuously modifies his goals 
on the basis of the feedback he receives from his environment. 

Experience with entrepreneurs indicated that their need for independence 
and their sense of determination are the two chief characteristics that drive 
them to start their own business and prefer not to be controlled by others. 
Analysis of the family background of the entrepreneurs indicates that in their 
family environment as children, their individuality was reinforced as they 
enjoyed ample freedom. 

Entrepreneurs are inclined to approach their tasks with a hope of success 
and tend to believe in their own capacity to influence the environment. 

They set high goals for themselves as well as their workers and drive 
them hard to achieve the same. While they are certainly competitive in their 
own orientations, they collaborate well with other parties when they see 
such collaborations to their advantage. 

An entrepreneur is a self-centred but pushing type of person. He possesses 
a sense of pride in dignity of labour and exhibits readiness to put in manual 
work. 
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An entrepreneur need not have all the above characteristics together. 
These traits can be developed in the people through psychological education. 
A good proportion of entrepreneurs emerge from families with the 
entrepreneurial background or business traditions as their parents tend to 
socialise them towards self-reliance and independence which move them 
towards entrepreneurship. But entrepreneurship can be planned and 
developed through motivational and managerial skill development 
programmes. The concept of entrepreneurship is shown in Fig. 1.1. 

Entrepreneur 	 Enterprise 

Person 	 Process ofaction 	 Object 1 
Fig. 1.2. Concept of entrepreneurship 

1.3. TECHNICAL ENTREPRENEUR 

There are large number of technical institutions at the degree and diploma 
level producing large number of technical personnel. The standard of our 
technical education is comparable with international standards. India has the 
third largest pool of technical and scientific personnel in the world. However, 
we are not able to utilize its full potential and on the other hand there is 
Furplus technical manpower who are unemployed. This large pool of technical 
manpower can be best utilised for developing small scale industries in the hi-
tech areas using improved technologies and scientific methods of production. 
They can be trained to use latest management techniques to manage the projects 
they set up. 

A technically qualified and experienced person can make a more competent 
entrepreneur as he acquires special knowledge of science, engineering 
materials and machines, production planning and control, manufacturing 
technologies and management techniques for successful launching and smooth 
running of an industrial unit. Also through training, he develops an aptitude 
for objective considerations and evaluation of issues involved in the process 
of an enterprise. 

A technical entrepreneur develops characteristics of quality consciousness, 
adoption of modern technology and management technique and realization 
of the importance of research and innovation for productivity improvement, 
the absence of which can lead to industrial sickness. 

1.4. NEED FOR ENTREPRENEURSHIP DEVELOPMENT 

An entrepreneur is a person who initiates and establishes an enterprise. 
Entrepreneurship refers to the decisions he takes in setting up and running a 
new enterprise. 

Entrepreneurship involves a few major decisions which can be identified 
as: 
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1. Decision to become an entrepreneur 
2. Identification and selection of an opportunity 

3. Business plan formulation and its implementation 
4. Entrepreneurial continuum 
Decision to become entrepreneur is a major step which is dictated by 

motivational factors. The inner urge of the person depends upon his following 
needs: 

1. To prove oneself 
2. To be independent 
3. To do something unique 
4. To utilize skills 
5. To acquire greater economic reward 
6. To excel 
The entrepreneur starts searching for an opportunity to meet his needs. 

He looks around for different possibilities of business, reads about them, 
meets people who could give ideas and inspiration, and collects information 
on several opportunities. 

He studies the feasibility and profitability of the project as per Fig. 1.2. 
After establishment of the enterprise, he must mobilise capital and human 
resources and translate problems into opportunities. A series of entrepreneurial 
decisions and actions have to be taken which require right attitude and 
requisite knowledge and skills. 

Entrepreneurial Continuum 

I 
Opportunites 
- Perception 

I 

Growth and Expansion 

i 
Change 

- Expansion 
- Generation and - Response 

- Contract 
allocation of funds - Addition of activities 

I I - Deletion of activities 
- Modification in 

I I 
working strategy 

New product Product 	 Research and I 
development divarsification 	development 

or expansion 

I 	 I I 
Strategic changes in 	New clientele 	Change in product 
price and marketing 	 designs, specifications 

and qualities 

Fig. 1.2. Entreprenearial decisions 

1.4.1. National Need 
Realizing the role of small scale industries in creating larger employment 
opportunities, distribution of ownership, diversification of management and 
development of rural and backward areas, the Government of India gave 
major thrust to the development of small scale industries in India. It was also 
felt that proper industrial growth and development and export of goods and 
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services could be achieved only by improving the industrial culture in the 
country. This improved culture based on high technology, innovation and 
quality products could be brought about by involving a large number of 
technical entrepreneurs in owning small scale industries especially in hi-tech 
areas. 

Since independence, the Central and State Governments have set up many 
organisations to nurture the culture of entrepreneurship who are prepared 
to take up industrial vocations and self-employment ventures especially in 
rural and semi-urban areas. 

The Small Industries Service Institutes, National Institute of Entrepre-
neurship and Small Business Development at New Delhi and Entrepre-
neurship Development Institute of India at Ahmedabad are some of the few 
organizations to develop the entrepreneurship culture among the people. 
District Industries Centres and Industrial Estates provide opportunities for 
the entrepreneurs to set up their industries. The Entrepreneurship Develo-
pment Programmes organised by the above institutes and Consultancy 
Organizations, Management and Technical Institutions have made 
considerable impact on the young generation entrepreneurs and a number of 
industries have been promoted by them successfully. 

1.5. QUALITIES OF AN ENTREPRENEUR 

Entrepreneurs have specific qualities and special strengths. Some of these 
essential qualities are briefly described below: 

1. Need to Achieve 
Entrepreneur has a strong desire to achieve a higher goal and fulfill his 

dreams. Winning is achievement. 

2. Perseverence 
An entrepreneur is fully absorbed in his goal and course of action. He 

works hard to complete his project successfully. He is not deterred by 
difficulties and problems. 

3. Moderate Risk Taking 
An entrepreneur loves moderate risk situation which is exciting but has 

fair chance of success. He is not a gambler or high risk taker. He selects a 
moderate risk and does not play wild speculative game. 

4. Ability to Find and Explore Opportunity 
Entrepreneur is quick to see and seize opportunities. He has innovative 

mind and converts difficulties into opportunities. He is also realistic. He plans 
and anticipates carefully to achieve his goals and converts opportunities to 
his advantage. 

5. Analytical Ability 
Entrepreneur approaches problems realistically without personal likes 

and dislikes. He has practical approach to business. He will select experts 
and not friends or relatives to help him when required. He does not take 
emotional attitude towards his problems. 
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6. Using Feedback 

An entrepreneur likes to have immediate feedback of his performance. 
He likes quick and accurate data and information. He is stimulated by 
unfavourable news and applies more energy to attain his objectives. 

7. Facing Uncertainty 
Entrepreneur is an achievement oriented person and is optimistic even in 

unfamiliar situations. He has confidence in his ability to face such situation. 
He is not discouraged and makes the best of opportunities. He can assess the 
success rate closely and understand his environment. He presents a picture 
of boldness to face unknown situations. He will win by applying his special 
insight and skill. 

8. Independence 
An entrepreneur likes to be his own master and wants to be responsible 

for his own decisions. He does not want to work for others and therefore, 
sets up his own enterprise. 

9. Flexibility 
An entrepreneurship has open mind. He does not hesitate in revising his 

decisions if situation so demands. He will evaluate his decision carefully. 

10. Planning 
An entrepreneur thinks in future, plans and works to make his plans 

successful. He will set his goals and plan to achieve within time limits. 

11. Interpersonal skills 
An entrepreneur likes to work with different types of people and has the 

skill to deal with them. He has to make people work for him, with him and 
help to attain his objectives. 

12. Motivator 
An entrepreneur motivates people to act. He can influence people to think 

his way and act accordingly. 

13. Stress Taking 
An entrepreneur has the capacity to work for long hours and tackle 

different problems at the same time. There will always be adverse situations 
in business. An entrepreneur can keep his cool under a lot of tension and 
make right decisions against physical and emotional stress. 

14. Positive Self-Concept 
An entrepreneur is always positive in thinking. He is aware of his strengths 

and weaknesses. He always works to achieve his goals and sets standard of 
excellence of his works.  

15. Orientation of Future 
An entrepreneur shows high level of future orientation and tends to think 

ahead. He lives in present and does not allow the past to obsess him. 
No entrepreneur has all these qualities but most of have many. He should 
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make an inventory of his qualities. Self-awareness and analysis help him to 
define his strengths and weaknesses. This is the first step towards 
entrepreneurship development. 

1.6. REWARDS AND PENALTIES FOR AN ENTRENEUR 
Rewards 

1. Freedom to work. 
2. Satisfaction of being own boss. 
3. Power to do things as he likes. 
4. Rewards of ownership and retirement assurance. 
5. Respect of family and friends. 

Penalties 
1. Constraints of financies, labourers, customers, suppliers, and debtors 

curtail his freedom. 
2. Frustration due to availability of limited capital and other resources. 
3. Social and family life is affected due to hard long hours of working. 

4. Frustration due to non-achievement of full objectives. 

5. Risk of failure. 

1.7. CHARACTERISTICS AND TRAITS OF AN ENTREPRENEUR 
A list of characteristics and traits provides a working profile of entrepreneurs. 
A list prepared by International Labour Organization of United Nations is 
given in Table 1.1. 

Table 1.1: Working Profile of an Entrepreneur 

Characteristic Trait 

1.  Self-confidence - Confidence 
- Independence, individuality 
- Optimism 

2.  Task-result oriented - Need for achievement 
- Profit-oriented 
- Persistence, preservance, determination 
- Hardwork, drive, energy 
- Initiative 

3.  Risk-taker - Risk-taking ability 
- Likes challenges7 

4.  Leadership - Leadership behaviour 
- Gets along well with others 
- Responsive to suggestions, criticisms 

5.  Originality - Innovative, creative 
- Flexible (openness of mind) 
- Resourceful 
- Versatile, knowledgeable 

6.  Future-oriented - Foresight 
- Perceptive 
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SUMMARY 

An entrepreneur initiates and establishes an economic activity or enterprise 
for the development of wealth in the society. A technical person makes more 
competent entrepreneur because of his knowledge and special characteristics. 
He works to achieve excellence and independence. The Central Government 
of India has established a network of support system to spread entrepreneurial 
culture for economic growth. An entrepreneur is different person and has 
special psychological and social disposition. He possess special qualities of 
risk taking and commitment. International Labour Organization of United 
Nations has compiled the characteristies and traits of an entrepreneur. 
Entrepreneurship can be planned and developed through motivational and 
managerial skill development programmes. 

THEORY QUESTIONS 

1. Explain the meaning of entrepreneurship. Discuss the functions of entrepreneurs 
in a developing country. 

2. What do you understand by entrepreneurship? Explain its need under the present 
employment and economic condition in the country. 

3. Describe the ingredients of entrepreneurship. 
4. "A good entrepreneur must be resourceful". Comment. What are the broad features 

of a training programme for entrepreneur? 
5. What do you understand by the term 'Entrepreneur"? Give the main characteristics 

of an entrepreneur. 
6. "Entrepreneur and entrepreneurship are catalyst in the process of the economic 

development of a country". Elucidate the statement. 
7. What is techno-entrepreneur? Why does such a person make a more competent 

entrepreneur? 
8. What is the need of an entrepreneur? What decisions have to be taken by an 

entrepreneur to fulfull his needs. 
9. What are the qualities and competencies of an entrepreneur. 

10. List the characteristics and traits which provides the working profile of an 
entrepreneur. 

OBJECTIVE TYPE QUESTIONS 

Tick (vi the right answer: 
1. An entrepreneur's primary motivation for starting his own business is: 

(a) to make money 	 (b) to work independently 
(c) to become famous 	 (d) to find an outlet for unused energy 

2. To be successful in an entrepreneurial venture you need in abundance. 
(a) money 	 (b) luck 
(c) hard work 	 (d) good ideas 

3. A successful entrepreneur will 
(a) use his personal resources only 
(b) take advantage of external resources 



Entrepreneurship II 11 

(c)  utilise external resources having assessed his own resources 

(d)  take benefit of all available help 

4. Entrepreneurs are 
(a) high risk takers (b) 	moderate risk takers 

(c) small risk takers (d) 	do not take risks 

5. The first step in starting business should be: 
(a) find a product (b) get some money 

(c) select a partner (d) 	do self-analysis 

6. An entrepreneur should be: 
(a) a businessman's son (b) 	an influential man 

(c) from a certain community (d) none of the above 

7. An entrepreneur is: 
(a) 	a born gambler (b) a born entrepreneur 

(c) 	not a self-made man (d) a politicians son 

8. To become an entrepreneur one must have 
(a) money (b) long experience 
(c) 	high education (d) initiative to do something 

9. A successful entrepreneur should have 
(a) 	dishonesty (b) unethical habits 

(c) 	integrity (d) preseverance 

[Key: I (b), 	2. (c), 	3. (d), 	4. (b), 	5. (d), 6. (d), 7. (b), 	8.(d), 	9. (d)] 



Chapter 2 

Entrepreneurial Support System 

Introduction, Sources of Information; Application Forms; District 
Industry Centres; Commercial Banks; Small Industries Service Institute; 
National Small Industries Corporation; Small Industries Development 
Bank of India; Important Institutions at state level; National Bank for 
Agriculture and Rural Development. 

2.1. INTRODUCTION 

Entrepreneurship is a function of the gradations of families and society socio-
culture factors, the environment and effective functioning of the support 
systems including financial and commercial institutes, research, training 
extension and consulting services as well as large industrial units interested 
in developing ancillary industries. Although the individual constitutes the 
most important element in entrepreneurship, the possibility of the success of 
an entrepreneur generally gets enhanced by the efficient and effective 
operation of the support system. The support systems, therefore, have to be 
clear about their respective roles, relevant activities and consequent 
expectations from the entrepreneur and they should reinforce values of taking 
in initiative, creativity, searching for alternatives, trying out innovations, 
planning orientation and risk-taking coupled with personal responsibility. 

The main role of the support system is to release the energy of the 
entrepreneur for the main task of setting up an enterprise. This can be done 
if various hurdles in his way are minimised. If the entrepreneur is involved 
in unnecessary procedural complexities, his energy for developing and 
responding to the challenge is unproductively used or blocked. If the support 
system can help in simplifying procedures and in the availability of necessary 
information, the entrepreneur can concentrate better on challenges. 

2.2. SOURCES OF INFORMATION 
A new entrepreneur requires information about registration, licencing, finance, 
marketing and production activities. There are various development agencies 
at state and national level to assist the entrepreneurs. These multiple agencies 
can be grouped as follows for the type of information needed. 

12 
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1. General information. 
2. Technical/ marketing expertise in specific areas. 

3. Technical and financial expertise. 

4. Implementation assistance for turn-key projects. 
The expert information will help in decision making process. The 

classification of needs and agencies in given in Table 2.1. The important agencies 
are 

1. District Industries Centre (DIG) 

2. Directorate/ Commissioner of Industries office 

3. State Financial Corporation 

4. Technical Consultancy Organisations 

5. Agencies Conducting Entrepreneurship Development Programmes 

The list also includes: 

6. National Laboratories and Institutes 

7. Commodity Boards 

8. Specialised Trade Publications 

The table uses abbreviation for the names of agencies which are explained 
in Annexure I. 

Table 2.1 : Sources of Information 

S.No. Area State level agencies National level agencies 

1.  Project selection SISI, DIC, IDC'S, CB, SIDO, CSIR, DEP, 11G, 
IICs, TGOs, SFCs, IFCI, IPB, NRDG, EDI 
SIC, IC, JEB, PTC 

2.  Registration and CIF, DDCA, DIG, EB, CECD, CGIE, ISI, IDG, MID, 
Licences GMD, SIC, WPGB, NSIC, RC, RT, SC, DGTD 

IC, LA, STG, TC 

3.  Finance DIG, Bank, SFG, SIC, GB, CEG, ICIGI, 1DB!, IFGI, 
lIGs, IDGs NSIC, SB!, DIG 

4.  Technical DDCA, DIG, DJGII, CIPET, CSIR, JIG, lIFT, MRDC 
TCOs, GMD NSIC, RT, SBS, SISI, GITD, 

IGMR 

5.  Training EDPs, SISI, TCDs, SBI, GB, CIPET, IRL, NISIET, 
DIGs IlTs, NISBUD, ED! 

6.  Infrastructure DIG, EB, IDG, LA - 
Facilities 

7.  Raw Materials DIG, MID, MDG, CGIE, MMTG, MDC, SPG 
SIC, IC, STC 

8.  Plant and DIG, JIG, SFG, SEC, CCIE, NSICSISI 
Machinery IC, 1DB 

9.  Marketing DIG, TCO's, SEC, SIG, DEP, DGSD, GCIE, LIFT, MID 
Information RIMGO SIC, IGMR, ICAR 
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Table 2.1 (Contd)... 

S.No. Area State level agencies National level agencies 

10. Product standar- DIC, IC, IRL, IPB, ISI, RT, SISI, CITD, 1CM! 
dization, invention, Technical Research 
quality marks Laboratories, IlTs 

and Technical 
Institutions 

2.3. APPLICATION FORMS 
Entrepreneurs are required to fill up application forms during planning, 
implementation and operational stage of enterprise to meet legal and other 
requirements. The information is given in Table 2.2. 

Table 2.2: Application Forms 

S.No. Subject Agencies 

(A) Planning Stage  
1.  Provisional registration No. DIC 

2.  Application for shed or plot SDC 

3.  No objection centrificate from local authorities LA 
4.  No objection certificate from health department District health officer 

5.  No objection certificate from electricity Electricity department 
department 

6.  Loan applications for term loan SFC/NB/NSIC 
7.  Subsidy registration DIC 

8.  Application for Building Plan and Estimates Approval of architect! 
contractor 

9.  Applications for Bank Account/ NB 
Cash Credits/Working Capital Loan 

10.  Applications for Air and Water Pollution No State pollution control 
Objective Certificate authority 

11.  Application for the approval of production DIC, SISI, Central 
programme for certain restricted items Ministry 

12.  Registration of Partnership Deed Registrar of firms 

13.  Application for Ancillary units Parent companies 

14.  Registration of firms Register of firms 

15.  Application for the Boilers and plant layout of Inspector of Boilers 
the unit 

16.  Application for the production of petroleum Ministry of Petroleum 
based products 

17.  Application for Excise Registration Number Excise Department 

18.  Application for Latex in rubber based products Rubber Board 

19.  No objection certificate from Forest Department State conservator of 
for wood based products forests 

20.  Applications for essential commodity items District Civil Supply 
as raw materials Department 
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Table 2.2 (Contd)... 

S.No. Subject Agencies 

21. Application for imported raw materials DIG/Export-Import 
Boards 

22. Application for import of machines DIG/Export-Import 
Boards 

23. Application for raw materials quota D/C/Export-Import 
Boards 

(B) During Implementation of Project  

24. Application for power connection Local Electricity Deptt 

25. Application for water LA 
26. Application for C-Form (Sales Tax) Sales Tax Department 

27. Application for state Sales Tax Registration Sales Tax Department 
28. Application for central Sales Tax Registration Sales Tax Department 

29. Application for exemptions from Sales Tax DIG /Sales Tax Deptt. 

30. Application for exemption from Octroi Duty. DIG/LA 
31. Application for storing of inflammable raw Director of Explosies 

material 

(C) During Running of Enterprise  

32. Application for Permanent Registration Number DIG/ Directorate of 
Industries 

33. Application for Subsidy Claims DIG 
34. Application for Power Subsidy LA 
35. Application for Food Preservation Ordinance Food Controller 

Licence 
36. Application for registration in case of more than Labour Welfare Board/ 

20 employees without power use or more than 10 Employment Exchange/ 
employees with power use. P.F. Commissioner 

37. Application for Product Marketing to the Central DIG, DGSD 
Government Departments 

2.4. DISTRICT INDUSTRY CENTRES (DICs) 

District Industry Centres have been established in each district to provide all 
services and facilities to small and village industries under one roof. Its main 
responsibility is to act as chief coordinator or multifunctional agency of various 
government departments and other agencies. 

Organisational setup 
Each DIG has one General Manager and seven managers to look after the 

following functions separately. 
The success of the centre will depend upon the effective leadership of the 

General Manager or proper coordination among managers. 
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General Manager 

Manager 
Economic 

Investigation 

Manager 
Machinery and 

Equipment 

Manager Research 
Extension and 

Training 

Manger
Manager Raw 

Materials 	Marketing I  

Manager 	I Manager 
I KVIC and Credit I 	RAP 

Functions 
District Industries Centres provide pre-investment, investment and post-

investment assistance to entrepreneurs under one roof. These centres 
contribute in promotion of small industries, development of entrepreneurship 
and generation of self-employment. These centres have to play a leading role 
in district level industrial development through the following functions: 

1. Identification of Entrepreneurs 
DIC conducts entrepreneurial motivation programmes throughout district 

and develops new entrepreneurs. 

2. Selection of Projects 
DIG gives technical guidance to new entrepreneurs for the selection of 

suitable projects. 

3. Provisional Registration under SSI 
Entrepreneurs are issued provisional SSI registration after selection of 

projects. This registration is essential for getting assistance from financial 
institutions. 

4. Purchase of Fixed Assests 
DIG sponsors loan applications to TIIC, SIDCO and banks for purchase of 

land and buildings, purchase of plant and machinery. It also sanctions margin 
money under Rural Industries Project Loan Scheme payable to other financial 
agencies. 

5. Clearances from Various Departments 
It issues No Objection Certificates and takes initiative to get clearance 

from various departments. It takes follow up actions for power connection. 

6. Assistance to Raw Material Supplies 
It makes necessary recommendations to the concerned raw materials 

suppliers and issues the required certificates for the import of raw materials 
and machinery where required. 

7. Assistance to village Artisans and Handicrafts 
DIG arranges the financial assistance from the lead bank or nationalised 

banks in the respective areas. 
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8. Interest-free Sales Tax Loan 
DIG issues sanction order for interest-free Sales Tax Loan available for 

SIDCO. This loan is available to SSI units, set up in rural areas. The maximum 
limit of loan is 8% of the total fixed assets. 

DIG also recommends the SSI units to National Small Industries 
Corporation (NSIC) for registration for Government Purchase Programme. 

9. Subsidy Schemes 
DIG assists SSI units and rural artisans (tiny industries) to get subsidies 

on power, interest for engineers and IRDP Scheme from concerned institutions. 

10. Training Programmes 
DIG conducts training programmes for rural entrepreneurs. It also assists 

other agencies involved in training of small entrepreneurs. 
11. Self-employment for Unemployed Educated Youth 

This scheme was introduced in 1983-84 for youths with school certificate 
between the age of 18 to 25 years. Technocrats and women get preference. 

2.5. COMMERCIAL BANKS 
Many commercial banks are rendering two types of help to the entrepreneurs. 

1. Extension of Finance 
Bank credit is the major source of finance for working capital. Commercial 

banks offer both secured as well as unsecured loans to entrepreneurs such as 
cash credit, overdrafts, loans and advances and purchase and discounting of 
bills. The bank provide credit against security. 

A loan may be secured by tangible assets or by person security either by 
lien, fledge, hypothecation, mortgage or charge, etc. Bank loans are an 
important source of enterprise financing such as seasonal build ups in accounts 
receivable and inventories. 

Banks do not provide 100%  finance. They insist that the customers should 
bring a portion of finance from other sources. 

2. Entrepreneurship Development Programmes (EDPs) 
The commercial banks are promoting new small scale entrepreneurs 

through EDPs. They are holding EDPs in collaboration with specialised 
institutions such as DIG, SISI, TCOs etc. EDPs are conducted to identify 
entrepreneurs specially in backward areas, train and monitor them to start 
new ventures. 

A commercial bank acts as a lead bank for a particular district and render 
the above help. 

2.5.1. State Bank of India (SBI) 

Bank's EDP consists of three phases: 
(i) Entrepreneurship Awareness Camps for entrepreneurial opportunities. 

(ii) Training programmes in developing motivation and managerial skills. 
(iii) Counselling, encouragement and infra-structural support for setting 

up and running an enterprise. 	
)1447 
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The bank has launched the following special schemes 

1. Package of financial arrangement and assistance to small scale units 
for promotional and expansion activities and issue capital fund. 

2. Research and Development Fund of Rs. 5 crore for assisting 
entrepreneurial development. 

3. Equity Fund Scheme: The bank may grant interest-free loan upto 
25% of project cost which is the minimum contribution of an 
entrepreneur. 

4. Techno-entrepreneurs: The bank extends financial assistance upto 
100% if necessary. The target group is technocrats and trained 
entrepreneurs, who lack financial capability to meet the normal margins 
stipulated by the Bank. 

2.5.2. Punjab National Bank (PNB) 
The bank offers the following package of assistance through its Merchant 
Banking Division as a leading bank. 

1. Help in the preparation of market-survey report with the assistance of 
technical consultant. 

2. Study of economic viability and technical feasibility of the proposals. 
3. After receipt of application for letter of intent the bank provides help 

to entrepreneurs in obtaining various government consents required 
for industrial projects. 

4. The bank assists the entrepreneur in raising capital resources from 
financial institution in the form of debentures, term loans, deffered 
payment guarantees, etc. 

5. The bank assists in raising foreign exchange resources required for 
import of plant and machinery, components, raw materials, etc. 
Arrangement is made through the Bank's foreign correspondents, 
suppliers credit, buyer's credit and foreign currency loans. 

6. The bank determines the capital structure, assists in obtaining consent 
of SEBI, finalization of syndication of underwriting arrangements, 
handling of share applications and relative allotment in consultation 
with stock exchange, etc., financing export of capital equipment on 
deferred payment loans. 

7. The bank gives suggestion in strengthening the capital base of small 
scale industries which intend to expand/ diversity by conversion of 
partnership firm into private limited companies or conversion of private 
limited companies into public limited companies. 

2.5.3. Indian Bank 
The Entrepreneurship Service cell of the bank arranges a meeting of appropriate 
panel member with entrepreneur. The cell and the member assist the 
entrepreneur. This service is available only at Madras and a few selected 
centres. The areas of assistance are 

1. Consultancy service from product identification to its implementation. 
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2. Marketing through the bank personnel and panel of expert specialists. 
3. Consultancy services to graduates and technical graduates, unemployed 

engineers and diploma-holders and business executives. 

2.5.4. Bank of Baroda 
(a) Entrepreneurial Banking Service : The bank has started 

Entrepreneurial Bank Service in collaboration with Uttar Pradesh Small 
Industries Corporation to assist technician entrepreneurs to set up their own 
units at Rai-Bareli Industrial complex. The scheme includes: 

1. Building and hardware materials 
2. Acquisition of fixed assets 
3. In-plant training in established industrial units 
4. Working capital facilities. 

(b) Multi-Service Agency at Mumbai : The bank provides technical 
assistance to self-employed persons for: 

1. Feasibility study of project proposals. 
2. Guidance to availability of raw materials, etc. 

3. Guidance for marketing prospects. 

2.5.5. Bank of India 
The bank has set up an Entrepreneurial clinic-cum-guidance service to foster 
growth of entrepreneur and economic development. The scheme offers: 

1. Assistance in selection of industry, preparation and evaluation of project 
report and market survey. 

2. Practical training in the line, if necessary 
3. Assistance in obtaining government clearance, procurement of 

machinery and equipments and marketing of products. 
4. Assistance and guidance in implementation of project. 

The novel feature of the scheme is that the bank will provide from a 
panel of industrialists a 'foster father' to guide and assist the budding 
entrepreneurs. 

2.5.6. Canara Bank 
The bank has set up Industrial Information and Guidance Service for the 
following 

1. To provide information and advise to entrepreneurs for scope for 
establishment of industries 

2. Technical and marketing facilities 
3. Taxation 
4. Export and imports 
5. Accounting and management 
6. Preparation of project report on preferred industries 
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2.5.7. Grindlays Bank Limited 
(a) Small Scale Consultancy Service, Kolkata 

It offers assistance in 
I. Preparing project feasibility reports. 
2. Conducting overall industry studies. 
3. Marketing and sales. 
4. Management accounting. 
5. Detailed in-depth study of existing systems and procedures in various 

areas of operation for problems and other deficiencies, and develop 
tailor-made solutions. 

6. Help to management in the implementation of above solutions. 

(b) Merchant Banking Division, Mumbai, Chennai, Kolkata, New Delhi. 
This division helps in: 

1. Managing public issues for raising capital 
2. Establishing liaison with government to lending bodes for raising capital. 
3. Development of term finance. 
4. Management audits to assess strengths and weakness of the enterprise. 
5. Tailor-made solutions to eliminate the weaknesses. 

2.5.8. Syndicate Bank 
The bank has established a technical cell of engineers in Small Scale Industries 
Deptt. The cell is working at Manipal and different industrial growth centres 
and offers following services 

1. Approval of viability of credit proposals from small scale industries 
sector. 

2. Counselling to entrepreneurs including help in the preparation of 
project reports. 

2.5.9. Other Banks 
The following commercial banks have also special entrepreneurship 
development services. 

1. United Bank of India : Technical cell at Kolkata. 
2. Union Bank of India : General Services cell at Mumbai. 
3. United Commercial Bank : Cell at Kolkata. 
4. Indian Overseas Bank : Small Business Aid Agency at Chennai and 

Mumbai. 

2.5.10. New Entrepreneur Development Agency, 1986 
The New Entrepreneur Development Agency has been created to 

1. Help educated unemployed graduates to set up SSI units in urban and 
metropolitan areas. 

2. Selection of candidates only from among those sponsored by 
Government Institutions and Agencies like SISI, DIC's, Employment 
Guidance Bureau, etc. 
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3. The selected candidates are assisted in selection of projects suitable to 
their aptitude and backgrounds. 

4. Entrepreneurship Development Programme for selected candidates 
by SISI, TCO's. 

5. Practical training is arranged in industries. 
6. Marketing tie-up with user industries after registration with Directorate 

of Industries and Commence or DICs. 
7. Credit requirements upto Rs. 5 lakhs are sanctioned. 

2.6. SMALL INDUSTRIES SERVICE INSTITUTES (SISIs) 

The Small Industries. Service Institutes have been set up in state capitals 
and other places all over the country to provide consultancy and training 
to small entrepreneurs both existing and prospective. 

The main function of SISIs include: 
1. To serve as interface between Central and State Governments 
2. To render technical support services. 
3. To conduct Entrepreneurship Development Programmes. 
4. To initiate promotional programmes. 
The SISIs also render assistance in the following areas 
1. Economic Consultancy/Information/EDP Consultancy. 
2. Trade and Market information. 
3. Project profiles. 
4. State industrial potential survey. 
5. District industrial potential surveys. 
6. Modernisation and inplant studies. 
7. Workshop facilities. 
8. Training in various trade/ activities. 

2.7. NATIONAL SMALL INDUSTRIES CORPORATION (NSIC) 

The National Small Industries Corporation Ltd. (NSIC), an enterprise under 
the Union Ministry of Industries, was set up in New Delhi in 1955 to 
promote, aid and facilitate the growth of small scale industries in the 
country. NSIC offers a package of assistance for the benefit of Small 
Enterprises. 

1. Single Point Registration 
Registration under this scheme for participating in Government and 

Public Sector undertaking tenders. 

2. Marketing Assistance Programme 
NSIC participates in Government tenders on behalf of small enterprises 

to procure orders for them. 

3. Information Service 
NSIC gets continuously updated with the latest specific information 

on business leads, tenders, technology and policy issues. 
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4. Performance and Credit Rating 

NSIC gives Credit Rating by international agencies subsidized for small 
enterprises upto 75% to get better credit terms from banks and export 
orders from foreign buyers. 

5. Raw Material Assistance 
NSIC fulfils raw material requirement of small enterprises and provides 

raw material on convenient and flexible terms. 

6. Meeting Credit Needs of Small Enterprises 
NSIC facilitates sanction of term loan and working capital credit limit 

of small enterprise from the banks. 

2.8. SMALL INDUSTRIES DEVELOPMENT BANK OF INDIA (SIDBI) 
Government of India has set up Small Industries Development Bank of 
India (SIDBI) in 1989 as a wholly-owned subsidiary of Industrial 
Development Bank of India (IDBI) to ensure larger flow of financial and 
non-financial assistance to small-scale sector. It has its head office in 
Lucknow. 

The important functions of SIDBI are as follows 
1. To initiate steps for technological upgradation and modernisation 

of existing units. 
2. To expand the channels for marketing the products of SSI sector in 

domestic and international markets. 
3. To promote employment oriented industries specially in semi-urban 

areas to create more employment opportunities and thereby 
checking migration of people to urban areas. 

Special Programmes of SIDBI 

1. Financial assistance to small-scale industries is channeliased through 
existing credit delivery system comprising State Financial Corporations, 
State Industrial Development Corporations, Commercial Banks and 
Regional Rural Banks. 

2. Equipment finance scheme for providing direct finance to existing well-
run small-scale units taking up technology upgradation/modernisation. 

3. Venture capital fund of Rs. 10 crore was launched exclusively for small-
scale units. 

4. SIDBI provides financial support to NSIC for providing leasing, hire-
purchase and marketing support to the industrial units in the small-
scale sector. 

2.9. IMPORTANT INSTITUTIONS AT STATE LEVEL 
Various support institutions have been set up to assist the small 
entrepreneur at the state level. 
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1. Small Industries Development Organisation (SIDO) 
SIDO is a policy-making, coordinating and monitoring agency for the 

development of small scale entrepreneurs. It maintains a close liaison with 
government, financial institutions and other agencies involved in the 
promotion and development of small scale units. It provides a 
comprehensive range of consultancy services and technical, managerial, 
economic and marketing assistance to SSI units. 

2. Directorate of Industries of the State Government 
Directorate of Industries works for development of industries in general 

and small scale industries in particular. It is staffed with administrative 
and technical officers. It runs various training schemes, production schemes 
and common facilities schemes. It also provides facilities of developed 
industrial land and factory sheds in industrial states, allocate quotas of 
scarce raw materials, certify import requirements and organise industrial 
cooperatives. 

3. Small Industries Corporation (SIC) 
SIC distributes scarce raw materials, supplies machinery on hire-

purchase basis, constitutes and manages industrial estates processes orders 
from Government Departments, assists in export marketing and provides 
financial, technical and managerial assistance to small enterprises in 
specific areas. 

4. Small Industries Development Corporations (SIDCs) 
It plays a lead role in developing small scale sector. It provides 

constructed sheds/plots in industrial state, processes scarce key raw 
materials, financial assistance and marketing assistance to small 
entrepreneurs. 

5. State Financial Corporations (SFCs) 
State Financial Corporation assists the medium and small scale 

industries by providing financial assistance in the form of term loan alone 
or in supplementing the financial assistance from national financial 
corporations and commercial banks. It grants loans and subscribes to the 
debentures, stocks, bonds. It also assists under seed capital/soft loan 
scheme. It also assumes the role of promotional agency in addition to 
financing institution. 

6. Technical Consultancy Organisation (TCO) 
Technical Consultancy Organisations have been set up in each state 

by All India Financial Institutions in collaboration with state-level 
financial/ development institutes and commercial banks to cater to the 
consultancy needs of small industries and new entrepreneurs. Its functions 
include preparation of project proposal and feasibility profiles, industrial 
surveys, identifying potential entrepreneurs, supervision of projects, export 
consultancy, conduct of EDPs, merchant banking service. 
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2.10. NATIONAL BANK FOR AGRICULTURE AND RURAL 
DEVELOPMENT (NABARD) 

1. Objectives 

The rural financial system in the country calls for a strong and efficient 
credit delivery system, capable of taking care of the expanding and diverse 
credit needs of agriculture and rural development. More than 50% of the 
rural credit is disbursed by the Co-operative Banks and Regional Rural 
Banks. NABARD is responsible for regulating and supervising the functions 
of Co-operative banks and RRBs. In this direction NABARD has been 
taking various initiatives in association with Government of India and 
RBI to improve the health of Co-operative banks and Regional Rural Banks. 

2. Introduction 

1. NABARD is an apex institution accredited with all matters 
concerning policy, planning and operations in the field of credit for 
agriculture and other economic activities in rural areas. 

2. It is an apex refinancing agency for the institutions providing 
investment and production credit for promoting the various 
developmental activities in rural areas. 

3. It takes measures towards institution building for improving 
absorptive capacity of the credit delivery system, including 
monitoring, formulation of rehabilitation schemes, restructuring of 
credit institutions, training of personnel, etc. 

4. It co-ordinates the rural financing activities of all the institutions 
engaged in developmental work at the field level and maintains 
liaison with Government of India, State Governments, Reserve Bank 
of India and other national level institutions concerned with policy 
formulation. 

5. It prepares, on annual basis, rural credit plans for all districts in the 
country; these plans form the base for annual credit plans of all 
rural financial institutions. 

6. It undertakes monitoring and evaluation of projects refinanced by 
it. 

7. It promotes research in the fields of rural banking, agriculture and 
rural development. 

3. Supervisory Role of NABARD 
NABARD has been entrusted with the statutory responsibility of 

conducting inspections of State Co-operative Banks (SCBs), District Central 
Co-operative Banks (DCCBs) and Regional Rural Banks (RRBs) under the 
provision of the Banking .Regulation Act, 1949. In addition, NABARD has 
also been conducting periodic inspections of state level co-operative 
institutions such as State Co-operative Agriculture and Rural Development 
Banks (SCARDBs), Apex Weavers Societies, Marketing Federations, etc. on a 
voluntary basis. Although the prime objective of the statutory inspections is 
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to ensure general safety of public deposits, NABARD, through these statutory 
inspections, has been simultaneously endeavouring for further developing 
and strengthening the above institutions to enable them to play a far more 
effective and efficient role in meeting the rural credit requirements. 

Supervision 
(CO-op. Banks) and RRBS 

Inspection 	I 	I 	Other Measures 

Statutory 	I 	 Off-site 
(SCB, CCB, RRB) 	I 	 Surveillance 

Voluntary (SCARDB, Apex 	 Recommendation for 
Co-operative Institutions 	 Licence 

Portfolio Inspection Annual 	 Follow up of Inspection 
Appraisal Management 	 Report 

Audit 

The general banking environment emerging out of the financial sector 
reforms introduced by GOI/RBI has also since been extended to cover co-
operative banks and RRBs. While the capital adequacy norm has not yet been 
made applicable to these banks, the other prudential norms viz., income 
recognition, asset classification and provisioning, which were made applicable 
by Reserve Bank of India to the commercial banking sector have been 
extended to cover SCBs and DCCBs since 1996-97 and to SCARDs in 1997-98. 
These norms had already been extended to RRBs since 1995-96. The exposure 
of these institutions to the prudential normsalso called for a suitable strategy 
to be adopted by the NABARD to help these banks to adjust to the new 
financial discipline. 

The changes mentioned above necessitated a review and revision of the 
adopted by the NABARD for the inspection and supervision of the cooperative 
banks and RRBs. Under the revised strategy, a sharper focus of the NABARDs 
inspection was given on the core areas of the functioning of banks pertaining 
to Capital Adequacy, Asset Quality, Management, Earnings, Liquidity and 
Systems Compliance (CAMELSC). Thus NABARDs focus in its statutory 'on-
site inspections is on core assessments leaving the collateral appraisals to 
supplementary inspections. The micro level aspects are to be taken care of by 
the banks themselves by way of internal inspections or by other agencies 
such as auditors. In this direction, through a series of workshops and meetings 
held with the Chief Executives and the Chief Executives and the Chief Auditors 
of cooperative banks, NABARD attempted to ensure that the other areas, 
particularly relating to the internal checks and controls, revenue and income 
realisation by way of interest on loans and deposits and other routine features 
of carrying out general banking transactions were suitably taken care of by 
the respective banks and their concurrent/statutory audit systems. 
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4. Off-site Surveillance 
As a part of the new strategy of supervision, a system of 'Off-site 

Surveillance' has been introduced as a supplementary tool to the on-site 
inspection, Its objectives are to obtain and analyse critical data on a continuous 
basis, to identify areas of supervisory concern and to identify early warning 
signals and risky areas requiring further probe. The system basically envisages 
desk scrutiny of operations of cooperative banks and RRBs through a set of 
statutory and non-statutory returns. While the periodical statutory on-site 
inspections attempt an overall evaluation of the performance of the banks 
with a stipulated period, off-site surveillance envisages continuous supervision 
supplementing the on-site inspections with additional instruments of 
supervision. 

5. Board of Supervision (for SCBs, DCCBs and RRBs) 
Has been constituted by NABARD under Section 13(3) of NABARD Act, 

1981 as an Internal Committee to the Board of Directors of NABARD. The 
broad powers and functions of the Board of Supervision are: giving directions 
and guidance in respect of policies and on matters relating to supervision 
and inspection, reviewing the inspection findings, suggesting appropriate 
measures, reviewing the follow-up action taken by Department of Supervision 
(DoS) on matters of frauds and internal checks and control, identifying the 
emerging supervisory issues in the functioning of cooperative banks/RRBs 
such as NPAs recovery, investment portfolio, credit monitoring system, 
management practices, frauds, etc., and suggesting necessary follow-up 
measures. It can also recommend appropriate training for Inspecting Officers 
of NABARD for imparting necessary skills and knowledge, suggest measures 
for strengthening of DoS, recommend issue of directions by RBI, oversee the 
quality of inspections carried out and the reports issued, review the 
information generated through off-site surveillance and other supplementary 
vehicles, action taken thereon, and undertake any other functions entrusted 
from time to time by the Board of Directors of NABARD. 

The Board of Supervision, since its formation on 20 November 1999, has 
held 22 meetings till 30 June 2004 and reviewed the financial position of 
Cooperative Banks and RRBs. Based on the observations of BoS, authorities 
concerned have been apprised of the weaknesses. 

SUMMARY 

Various Central and State Government institutions have come forward to 
help small entrepreneurs by providing them with information, finance, 
entrepreneurship development and all kinds of support and facilities. 
District Industries Centres have been established in every district of the 
country to provide all services and facilities to small entrepreneur under 
one roof. DIC is the chief coordinator for the entrepreneur with various 
Government departments and agencies. In addition, to extension of 
finance, the commercial banks are also promoting entrepreneurs through 
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EDPs. Different banks act as lead bank for different districts and offer 
various schemes. There are various agencies like SISI, NSIC, SIDBI, SIDO, 
DI, SIC, SIDC, SFC, TCO at state level to assist the small entrepreneur. 

THEORY QUESTIONS 

1. What are District Industries Centres (DICs)? Explain the function of the DICs. 
2. Discuss the need for institutional support to small-scale industries. 
3. What are the functions performed by commercial banks to boost the growth of 

small-scale industries in the country? 
4. What preliminary information is needed by a new entrepreneur? List the sources 

of information. 
5. What type of application forms are required at planning stage, during 

implementation of project and during running of an enterprise? List the contact 
agencies. 

6. Write short notes on the following: 
(a) New Entrepreneur Development Agency 
(b) Small Industries Service Institute 

7. Discuss the support provided by the National Small Industries Corporation Ltd. 
(NSIC) to small-scale industries in India. 

8. Discuss the role played by the following state-level agencies in the growth of 
small scale industries. 
(a) SIDO 	 (b) SFC 
(c) TCO 	 (d) SIDC 
(e) SIC 

9. Give an account of functions performed by National Bank for Agriculture and 
Rural Development. 

10. What is the role of small Industries Development Bank of India (SIDBI) in 
financing small industrial sector? Discuss the special. programmes launched by 
SIDBI. 

OBJECTIVE TYPE QUESTIONS 

Tick (/) the right answer. 

1. District Industries centre does not 
(a) introduce entrepreneur to other Government departments and other agencies 
(b) issue forms for provisional and permanent registration 
(c) extend finance 
(d) estimate power requirements 

2. Small Industries Development Bank of India (SIDBI) is 
(a) a part of state financial institutions 
(b) a subsidy of Industrial Development Bank of India 
(c) having head office at Mumbai 
(d) responsible for development of agricultural industries 

3. Technical Consultancy Organisation (TCO) does not 
(a) prepare feasibility reports 	(b) conduct industrial survey 
(c) provide export consultancy 	(d) issue licences 
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4. The support agencies do not 
(a) minimize various hurdles 	(I') help in simplifying procedures 
(c) provide necessary information (d) run an enterprise 

5. The commercial banks do not provide loans for 
(a) working capital 	 (b) seed money 
(c) equity fund 	 (d) risks and losses. 

[Key: 1 (c), 2. (b), 3. (d), 4. (d), 5. (d)J 

OCIO 



Chapter 3 

Market Survey and Opportunity 
Identification (Business Planning) 

Business planning; Persona! Qualities as an Entrepreneur; Procedures 
for starting a small scale industry; Plan for starting a business. Agencies 
for project implementation; Small scale industry; Assessment of demand 
and supply in potential areas of growth (Market research). Identification 
of Business opportunity; Process of final product selection; Data 
collection. 

3.1. BUSINESS PLANNING 
The small-scale entrepreneur has limited resources is terms of time, finance 
and manpower but his stakes are very high. He puts all his stakes in his 
venture and expects the business to make reasonable profit and give returns 
to his investment. He cannot afford to make mistakes which will cost him 
time, money and mental peace. 

Planning is selecting a course of action from available alternatives and 
then detailing the course of action. The entrepreneur views reflectively, analyses 
his environment, the enterprise, the people involved and himself in a certain 
perspective. 

1. Survival in Dynamic Situations 
An entrepreneur has to plan aggressive strategies to shoulder the inherent 

risk in a fast changing situation. These risks of business can be reduced by 
continuous planning and replanning. 

2. Right Directions 
Planning helps the position of the enterpreneur to lead him in right 

direction. The entrepreneur is bound to be drifted and swayed by the 
powerful environmental forces without planning. 

3. Limited Resources 
The entrepreneur must have pre-knowledge of all steps involved in 

implementing and running his enterprise. With planning he is better organised 
to co-ordinate and utilize his limited resources. 

29 
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4. Anticipation of Problems 
The entrepreneur gets a clear picture of his project and requirements at 

various stages through proper planning. Planning helps him to foresee his 
problems and think of alternative actions. 

5. Time Management 

A small entrepreneur has to play the multi-faceted role for fulfilling various 
needs of his enterprise. Planning helps him to define his actions in terms of 
time. He can plan his priorities and effectively utilise and coordinate his 
resources. 

Successful entrepreneurs are good planness. Planning must be integrated 
into company's system. Planing is essential especially for small entrepreneur 
so that he can implement intelligently. 

3.1.1. Areas of Planning 
Start 

He should start planning by defining: 
- The resources available to him presently 
- What goal can be achieved within the constraints of available 

resources. 
- Coordination and mobilisation of the resources to achieve his goal in 

shortest possible time. 

Internal 
He should analyse his present strengths and weaknesses and availability 

of internal resources and how these resources can be effectively mobilised. 

Market 
He should check if his plans are supported by demand, who will buy, at 

what price, competition with others. 

Environment 
He should always take into account the external factors affecting him but 

cannot be controlled, i.e., government policies, changing trends in social 
customs and culture and effect of environment on his product demand. 

Goal 
He should plan for survival, profit and diversification. 

3.1.2. Principles of Planning of Small Enterprises 
(i) Even an insignificant information is better than no information. 

(ii) Most difficult part of planning is to start. Once started, it is then easy 
to proceed ahead. 

(iii) Thorough investigation of basis of venture, its customers and 
environment. 

(iv) Effective planning needs creativity and constructive thinking. 
(v) Alternative opportunities should be developed based on anticipated 

needs of the customer and internal resources. 
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(vi) Planning should be continuous, periodically reviewed, updated with 
feedback. 

(vii) It should be possible to implement the plans. 
(viii) Planning should he supplemented by performance reporting. 

3.2. PERSONAL QUALITIES AS AN ENTREPRENEUR. 
Being an entrepreneur is more than a job or a career: it is a life style. It is very 
important to judge personal qualities in a realistic manner. The following 
questions will give some indication of your entrepreneurial qualities. 

1. Does your work require to be self-reliant? 
2. Are you usually self-motivated to achieve goals! 
3. Do you work well with other people? 
4. Within a group of people, do you usually assume a leadership role? 

5. Do you take advantage of opportunities to expand your own 
knowledge through reading and through attending educational 
courses? 

6. Are you able to communicate well with others? 
7. Are you a good listener? 
8. Do your accomplishments indicate that you are growing personally 

and professionally? 
9. Do you have a positive self-image? 

10. What goals do you want to achieve, and are these goals challenging? 
11. Do you make decisions easily and confidently? 
If the above answers are positive, you can take decision to go for your 

own business. If not undergo an Entrepreneurship Development Programme 
so that you acquire the above qualities. 

3.3. PROCEDURES FOR STARTING SMALL SCALE INDUSTRY 

There are certain procedural requirements for setting up a small scale industry. 
Setting up an industrial enterprise consists of the fulfillment of a programme 
within the main constaints of technical, financial, time-schedule and legal 
obligations. Every industrial enterprise is expected to ensure compliance with 
various enactments, regulations, legislations, etc. of central and state 
governments and those of local bodies before, in the course of its 
establishment, and after it is established. 

3.3.1. Legal Obligations 
The statutory measures are intended to: 

(i) promote regulated growth of industry, 
(ii) protect the interests of the consumer, 

(iii) prevent congestion or pollution in the cities, 
(iv) regulate employment of labour and avoid its exploitation, 

(v) ensure proper working conditions, 
(vi) promote harmonious relations between labour and management, 
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(vii) provide measures of social security, 
(viii) regulate exports, 

(ix) ensure realization of foreign exchange and export of goods of 
acceptable quality, 

(x) protect the interests of prospective entrepreneur, and 
(xi) raise revenues for the state. 
All enterprises fall within the ambit of one or many of these enactments. 

These enactments require the industrial enterprise to seek an approval, permit, 
licence or registration from the concerned authorities for forming a partnership 
or a company, setting up an industrial undertaking, acquisition of land, 
construction of factory premises, disposal of effluents or emission of smoke, 
etc., and thereafter, to submit returns or reports to the competent authorities 
and maintain records in a prescribed manner, follow the procedures set out 
in the enactments while conducting the affairs of the undertaking. These 
enactments invariably prescribe penalities where the provisions are violated. 

Materials and Other Utilities 
During construction of the plant, some resources are to be arranged for 

which requirements of a number of institutions have to be fulfilled. Cement, 
steel, power, fuels, imports of equipment and raw materials and other 
controlled indigeneous raw materials, utilities and construction materials can 
be procured only by completing the requirements of a number of agencies. 

Finance 
Finance is the most difficult raw material to be arranged for which the 

requirements of banks and financial institutions and other lending 
organisations have to be met. 

Information 
Information on various enactments may be available in different 

publications. The entrepreneur should know about what procedures are to 
be followed in implementing a project. 

3.3.2. Business Organisation 
A business can be conducted by an individual as a proprietor or in association 
as partnership, cooperative, or joint stock company. The registration of 
partnership firm with the registrar is optional, but its registration under the 
Income Tax Act is desirable for lower rates of taxation for registered firms. 

The Private Limited Company and Public Limited Company can start 
their business only after their incorporation. The conversion of a Private 
Limited Company to a Public Limited Company requires modification of 
Memorandum and Articles of Association, broadbasing of board of directors, 
and listing of shares with Stock Exchange. The renumeration to the directors 
is controllred by the central government. The amalgamation of companies 
requires consent of share-holders and creditors of both the companies and 
Income Tax Authorities, and in case of dispute the matter will be decided by 
the High Court. 


