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SCOPE

Entrepreneurship development and project management represents the concepts of
Entrepreneurship, various Financial Institutions, Project Management and Project Formulation. It
gives a brief understanding of functions of Entrepreneur and Project Formulation.

OBJECTIVES
. To create awareness towards the concepts of Entrepreneurship.
. To impart students knowledge about the Financial Institutions.

UNIT I

Entrepreneurship - Definition - Nature and Characteristics of Entrepreneurship - Function and Type
of Entrepreneurship Phases of EDP - Development of Women Entrepreneur and Rural Entrepreneur -
Including Self Employment of Women Council Scheme.

UNIT 11
The Start-Up Process - Project Identification - Selection of the Product - Project Formulation -
Evaluation - Feasibility analysis - Project Report.

UNIT III
Institutional Service to Entrepreneur - DIC - SIDO - NSIC - SISI - SSIC - SIDCO - ITCOT - IIC -
KUIC and Commercial Bank.

UNIT 1V
Institutional Finance to Entrepreneurs - IFCI - SFC - IDBI - ICICI - TIIC - SIDCS - LIC and GIC -
UTTI - SIPCOT - SIDBI - Commercial Bank - Venture Capital.

UNIT V

Incentives and Subsidies - Subsidized Services - Subsidy for Market - Transport - Seed Capital
Assistance - Taxation Benefit to SSI Role of Entrepreneur in Export Promotion and Import
Substitution - MSMED Act
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UNIT I
S.No Lecture Contents References
Hours
1 1 Meaning definition and concept of Entrepreneurship T:P.No: 1-14
2 1 Characteristics and Importance of Entrepreneurship T :P.No: 15-18
3 1 Entrepre.:neur - Cl.la.ractenstlcs of an Entrepreneur Intelligence, R1: P.No: 3.10-3.20
Innovation, Creativity, and Knowledge
4 1 Functions of Entrepreneur T:P.No: :20-25
5 1 Types of Entrepreneur Innovative, Adaptive, Fabian and Drone R 1: P.No: 6
6 1 Qualities of Entrepreneur R1:P.No:7-8
7 1 Phases of EDP Wil
3 1 Intrapreneur — Role and Functions R1: P.No:3-4
Intrapreneur Vs Entrepreneur
9 1 Role of Entrepreneurship in Economic Development T :P.No:29-32
10 1 Development / Growth of an Entrepreneur T :P.No:33-36
11 1 Factors affecting Entrepreneurial Growth T :P.No: 36-37
12 1 Women Entrep.reneur — Concept and problems faced by women T - P.No: 33 — 40
entrepreneurship
13 1 Measures taken to solve women entrepreneurs T :P.No:33-40
14 1 Rural Entrepreneur R1: P.No:25-26
15 1 Self Employment of Women Council Scheme. R1:P.No: 26-28
16 1 Recapitulation and discussion of important questions
Total Number of hours planned for Unit I 16
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UNIT 11

1 Concept and meaning of project R2: P.No: 2.3-2.4
2 Characteristics of project R2:P.No:2.3-2.4
3 Project classification R2:P.No:2.4-2.5
4 The project cycle R2: P.No: 2.5-2.6
5 Project identification — concept and meaning T:P.No: 212-216
6 Importance of project identification T: P.No: 216-2018
7 Concept of project selection T: P.No: 218-220
8 Project formulation - meaning R2: P.No: 2.14-2.16

Significance of project formulation
9 Aspects of project formulation R2: P.No: 2.16-2.18
10 Elements of project formulation R2: P.No: 2.19
11 Feasibility analysis w2

Feasibility report

R2: P.No: 2.23
12 Scope of feasibility report ©
13 Contents of project report R2: P.No: 2.23-2.24
14 Preparation of Project Report R2: P.No: 2.23-2.25
15 Project feasibility analysis R2: P.No: 2.26-2.28
16 Recapitulation and discussion of important questions
Total Number of hours planned for Unit 11 16
UNIT IIT

1 Concept of Institutional Service to entrepreneur R3:P.No: 392-393

Institutional Set up
2 . . R3: P.No: 393-394

Meaning, Functions
3 Significance of institutional setup R3: P.No: 393-394
4 District Industrial Centers (DICs) R3: P.No: 394-395
5 Small Industries Development Organization (SIDO) R3: P.No: 395-396
6 National Small Industries Corporation Limited (NSIC) R3: P.No: 396-398
7 Small Industries Service Institutes(SISIs) W3
2 R 1:P.No: 18.20 —

State Small Industries Corporation( SSICs) 18.21
9 R 1:P.No: 18.21 —

Tamilnadu Small Industries Development Corporation
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(SIDCO) 18.23
10 ITCOT stands for Industrial and Technical Consultancy W4
Organization of Tamil Nadu
T Indian Investment Centre (IIC) R 2:P.No: 18.23 -
Functions of Indian Investment Centre 18.24
12 Khadi And Village Industries Commission (KVIC) R 2 :P.No: 18.24 —
18.28
| Khadi And Village Industries Commission (KVIC) Functions of R 1P.No: 18.28 —
KVIC 18.30
14 Commercial Banks- Meaning, Definition and Divisions of R 1P.No: 1830 —
Commercial Banks 18.33
15 Functions of Commercial Banks (SBI, RBI, PNB, IB & BOB) R 1:P.No: 18.34 —
18.38
16 Recapitulation and discussion of important questions
Total Number of hours planned for Unit I1I 16
UNIT IV
1 Introduction to institutional finance to entrepreneurs W5
2 Industrial Finance Corporation of India (IFCI) R2:3.2-3.6
3 State Financial Corporation (SFC) R2:3.6-3.7
4 Tutori.al I- Industrial Development Bank of India (IDBI) — R1: P.No: 143-144
Functions
S Benefits of IDBI 143-144 - 145
Industrial Credit and Investment Corporation of India (ICICI)
6 . R1: P.No: 145-146
- Objectives
7 Activities of ICICI R1:P.No: 147
Tamil Nadu Industrial Investment Corporation Limited (TIIC)
8 . R1: P.No: 147 - 148
— concept and Functions
9 Tutorial II -State Industrial Development Corporations R1: P.No: 148149
(SIDCS) P N0 1A
10 Life Insurance Corporation of India (LIC) — Meaning, functions R1: P.No: 149-150
11 General Insurance of India R1: P.No: 150-152
12 Unit Trust of India (UTT) R1: P.No: 153-154
Tutorial III -State Industries Promotion Corporation of Tamil
R1: P.No: 154-1
13 Nadu(SIPCOT) - Functions Nox 154-155
14 Small Industries Development Bank of India (SIDBI) R1: P.No: 158-160
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15 1 Venture Capital — meaning , types, features w6
16 1 Recapitulation and discussion of important questions
Total Number of hours planned for Unit IV 16
UNIT V
1 1 Meaning of Incentives and need R1: P.No: 52
2 1 Types of incentives R1: P.No: 52-53
3 1 Schemes for incentives in operation R1: P.No: 5-54
4 1 Meaning and concept of subsidies R1: P.No: 55-56
5 1 Central government subsidies schemes and subsidized services R1: P.No: 56-58
6 1 Advantages of incentives and subsidies R1: P.No: 58-60
7 1 Subsidy for markets - effects W7
8 1 Transport subsidy — meaning and advantages T:251-253
9 1 Seed capital assistance - meaning and benefits T: 253-255
10 1 Taxation benefit to SSI W8
11 1 Role of Entrepreneur in export promotion and import substitution T: 257-265
12 1 MSMED Act R1:195-208
13 I Recapitulation and discussion of important questions
Total no. of hours planned for Unit - V 13
14 I Discussion of previous ESE question papers
15 I Discussion of previous ESE question papers
16 I Discussion of previous ESE question papers
Total Number of hours planned for Unit 5 and discussion of previous year ESE 16
Question papers
Total Number of hours allotted for all five units 82
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SUGGESTED READINGS
TEXT BOOKS
T : Vasanth Desai, (2010), “Dynamics of Entrepreneurial Development and
Management”, Seventh Edition, Himalaya Publishing House, Mumbeai.
REFERENCE BOOKS
R1 : Khanka. (2012). Entrepreneurial Development,Sultan Chand and Sons,
New Delhi:
R2: Gupta, C.B., & Srinivasan, N.P. (2011). Entrepreneurial Development.
Sulthan Chand and Sons, New Delhi:
R3: Saravanavel,P. (2010). Entrepreneurial Development, Ess Pee
Kay Publishing House, Madras.

WEBSITES
W1: www.scribd.com

W2: https://simplicable.com/new/feasibility-analysis
W3: https://examnightslive.wordpress.com

W4: https://acrnoyms.thefreedictionary.com

WS5: https://www.scribd.com/doc

W6: https://www.edupristine.com/blog/venture-capital
W7: https://en.wikipedia.org

W8: www.yourarticlelibrary.com
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UNIT-I - INTRODUCTION TO ENTREPRENEURSHIP

Entrepreneurship - Definition - Nature and Characteristics of Entrepreneurship -
Function and Type of Entrepreneurship Phases of EDP - Development of Women
Entrepreneur and Rural Entrepreneur - Including Self Employment of Women Council

Scheme.

MEANING OF ENTREPRENEUR AND ENTREPRENEURSHIP
+«» Entreprencurship is the act of creating a business or businesses while building and scaling it
to generate a profit.

« Entrepreneurship is the process of designing, launching and running a new business, which
is often initially a small business. The people who create these businesses are called
entrepreneurs

« Entrepreneurship can be of varying degrees and is not necessarily alike. It can be categorised
into various subcategories, starting with small and home businesses to multidimensional
industries that were started from the ground level.

% An entrepreneur is a person who undertakes a venture with some profit potential and involving
a considerable amount of risk and therefore, entrepreneurship is the venture undertaken by the
entrepreneur. The most obvious example of an entrepreneurship is the starting of a new
business.

« An entrepreneur is a person who sets up a business with the aim to make a profit.
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DEFINITION OF ENTREPRENEURSHIP

In the words of Stevenson and others, “Entrepreneurship is the process of creating value by
bringing together a unique package of resources to exploit an opportunity.” According to A.H.
Cole, “Entrepreneurship is the purposeful activities of an individual or a group of associated
individuals undertaken to initiate, maintain or organize a profit oriented business unit for the
production or distribution of economic goods and services”.

All activities undertaken by an entrepreneur to bring a business unit into existence are
collectively known as entrepreneurship. It is the process of changing ideas into commercial
Opportunities and creating values. In short, entrepreneurship is the process of creating a business
enterprise.

Characteristics of Entrepreneurship
Ability to take Risks

This is the first and foremost trait of an entrepreneurship. Starting any business involves a
considerable amount of risk of failure. Therefore, the courage and capacity to take the said risk are
essential for an entrepreneur.
Innovation

In a world, where almost everything has been done, innovation is a priceless gift to have.
Innovation basically means generating a new idea with which you can start a business and achieve a
substantial amount of profits. Innovation can be in the form of a product, i.e., launching a product
that no one is selling in the market. It can also be in the form of process, i.e., doing the same work in

a more efficient and economical way.
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An easy example of product innovation could be the launching of touch screen cell phones when the
world was still using a keypad on cell phones.

Process innovation can be seen in capital-intensive industries that have to replace manual labour
with machines, therefore, increasing their production and reducing their costs.

Another type of innovation can be the one concerned with usage. For examples, cell phones are now
used for various functions such as viewing, creating and editing various files and documents, thus,
eliminating the need for computers to a large extent.

Visionary

Every entrepreneur needs to be a visionary. Without a vision for the future of his venture, he
or she would just be working aimlessly without reaching any point of success.
Leadership

An entrepreneur has a vision. However, it takes a lot of resources to turn that vision into
reality. One of these resources are the people that the entrepreneur hires to perform various
functions like production, supplying, accounting, etc.

A single person cannot perform all the tasks and therefore it is important to bring some more
people to do it. This also makes leadership very important as a leader provides the required direction
to the efforts of the employees. Without proper leadership, everyone would be working
independently without achieving the desired results.

Open Minded
A good entrepreneur realizes that every situation can be a business opportunity. Thus can be

utilized for the benefit of the organization. For example, Paytm realized the significance of
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demonetization and recognized that the need for online transactions was more than ever during this
time and so it utilized and grew massively during this period.
Confident and Well Informed

An entrepreneur needs to be confident about his ideas and skills. This confidence also
inspires the confidence of the people working for him as well as the other stakeholders involved in
his business.

This confidence comes from being well informed about the industry and environment. Various
legal and political policies enhance business and trade opportunities, while some hinder them.
Having a knowledge about these can really help an entrepreneur make the right decision at the right
time.

MEANING AND DEFINITION OF ENTREPRENEUR

An entrepreneur is ordinarily called a businessman. He is a person who combines capital and
labour for the purpose of production. He organizes and manages a business unit assuming the
risk for profit. He is the artist of the business world.

In the words of J.B. Say, “An entrepreneur is one who brings together the factors of
production and combines them into a product”. He made a clear distinction between a capitalist
and an entrepreneur. Capitalist is only a financier. Entrepreneur is the coordinator and organizer
of a business enterprise. Joseph A Schumpeter defines an entrepreneur as ““ one who innovates,
raises money, assembles inputs and sets the organization going with the ability to identify them

and opportunities, which others are not able to fulfil such economic opportunities”. He further
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said, “An entrepreneur is an innovator playing the role of a dynamic businessman adding
material growth to economic development”.
CHARACTERISTICS OF AN ENTREPRENEUR
An entrepreneur is a highly achievement oriented, enthusiastic and energetic individual. He
is a business leader. He has the following characteristic:
1) An entrepreneur brings about change in the society. He is a catalyst of change.
2) Entrepreneur is action-oriented, highly motivated individual who takes risk to achieve
goals.
3) Entrepreneur accepts responsibilities with enthusiasm and endurance.
4) Entrepreneur is thinker and doer, planner and worker.
5) Entrepreneur can foresee the future, seize market with a salesman’s persuasiveness,
manipulate funds with financial talent and smell error, frauds and deficiencies with an
auditor’s precisions.
6) Entrepreneur undertakes venture not for his personal gain alone but for the benefit of
consumers, government and the society as well.
7) Entrepreneur builds new enterprises. He possesses intense level of determination and a
desire to overcome hurdles and solves the problem and completes the job.
8) Entrepreneur finds the resources required to exploit opportunities.
9) Entrepreneur does extraordinary things as a function of vision, hard work, and passion. He

challenges assumptions and breaks rules.
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10) Although many people come up with great business ideas, most of them never act on
their ideas.
RISKS INVOLVED WITH ENTREPRENEURSHIP
Entrepreneurship involves the following types of risks.
1) Financial Risk
The entrepreneurship has to invest money in the enterprise on the
expectation of getting in return sufficient profits along with the investment. He may get
attractive income or he may get only limited income. Sometimes he may incur losses.
2) Personal Risk
Starting a new venture uses much of the entrepreneur’s energy and
time .He or she has to sacrifice the pleasures attached to family and social life.
3) Carrier Risk
This risk may be caused by a number of reasons such as leaving a successful career to
start a new business or the potential of failure causing damage to professional reputation.
DIFFERENCE BETWEEN ENTREPRENEUR AND INTRAPRENEUR
As both entrepreneur and intrapreneur share similar qualities like conviction, creativity,
zeal and insight, the two are used interchangeably. However, the two are different, as
an entrepreneur is a person who takes a considerable amount of risk to own and operate the
business, with an aim of earning returns and rewards, from that business. He is the most
important person who envisions new opportunities, products, techniques and business lines and

coordinates all the activities to make them real.
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On the contrary, anintrapreneur is an employee of the organization who is paid
remuneration according to the success of the business unit, for which he/she is hired or
responsible.

The primary difference between an entrepreneur and intrapreneur is that the former refers
to a person who starts his own business with a new idea or concept, the latter represents an
employee who promotes innovation within the limits of the organization. In this article excerpt,

we are providing you wit some other important points of distinction between the two.

BASIS FOR
ENTREPRENEUR INTRAPRENEUR
COMPARISON
Meaning Entrepreneur refers to a person Intrapreneur refers to an employee of
who set up his own business the organization who is in charge of
with a new idea or concept. undertaking innovations in product,
service, process etc.
Approach Intuitive Restorative
Resources Uses own resources. Use resources provided by the
company.
Capital Raised by him. Financed by the company.
Enterprise Newly established An existing one
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BASIS FOR
ENTREPRENEUR INTRAPRENEUR
COMPARISON
Dependency Independent Dependent
Risk Borne by the entrepreneur Taken by the company.
himself.
Works for Creating a leading position in Change and renew the existing
the market. organizational system and culture.

FACTORS AFFECTING ENTREPRENEURSHIP DEVELOPMENT

Entrepreneurship is influenced by four distinct factors: economic development, culture,
technological development and education. In areas where these factors are present, you can
expect to see strong and consistent entrepreneurial growth.
Economic Factors

Economic environment exercises the most direct and immediate influence on
entrepreneurship. This is likely because people become entrepreneurs due to necessity when
there are no other jobs or because of opportunity.
The economic factors that affect the growth of entrepreneurship are the following:
1. Capital

Capital is one of the most important factors of production for the establishment of an

enterprise. Increase in capital investment in viable projects results in increase in profits which
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help in accelerating the process of capital formation. Entrepreneurship activity too gets a boost
with the easy availability of funds for investment.

Availability of capital facilitates for the entrepreneur to bring together the land of one,
machine of another and raw material of yet another to combine them to produce goods. Capital is
therefore, regarded as lubricant to the process of production.

France and Russia exemplify how the lack of capital for industrial pursuits impeded the process
of entrepreneurship and an adequate supply of capital promoted it.
2. Labor

Easy availability of right type of workers also effect entrepreneurship. The quality rather
than quantity of labor influences the emergence and growth of entrepreneurship. The problem of
labor immobility can be solved by providing infrastructural facilities including efficient
transportation.

3. Raw Materials

The necessity of raw materials hardly needs any emphasis for establishing any industrial
activity and its influence in the emergence of entrepreneurship. In the absence of raw materials,
neither any enterprise can be established nor can an entrepreneur be emerged
4. Market

The role and importance of market and marketing is very important for the growth of
entrepreneurship. In modern competitive world no entrepreneur can think of surviving in the

absence of latest knowledge about market and various marketing techniques.
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S. Infrastructure

Expansion of entrepreneurship presupposes properly developed communication and
transportation facilities. It not only helps to enlarge the market, but expand the horizons of
business too. Take for instance, the establishment of post and telegraph system and construction
of roads and highways in India. It helped considerable entrepreneurial activities which took place
in the 1850s.
Environment Factors
1. Caste Factor

There are certain cultural practices and values in every society which influence the’
actions of individuals. These practices and value have evolved over hundred of years. For
instance, consider the caste system (the varna system) among the Hindus in India. It has divided
the population on the basis of caste into four division. The Brahmana (priest), the Kshatriya
(warrior), the Vaishya (trade) and the Shudra (artisan): It has also defined limits to the social
mobility of individuals.
2. Family Background

This factor includes size of family, type of family and economic status of family. In a
study by Hadimani, it has been revealed that Zamindar family helped to gain access to political

power and exhibit higher level of entrepreneurship.
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3. Education

Education enables one to understand the outside world and equips him with the basic
knowledge and skills to deal with day-to-day problems. In any society, the system of education
has a significant role to play in inculcating entrepreneurial values.
4. Attitude of the Society

A related aspect to these is the attitude of the society towards entrepreneurship. Certain
societies encourage innovations and novelties, and thus approve entrepreneurs’ actions and
rewards like profits. Certain others do not tolerate changes and in such circumstances,
entrepreneurship cannot take root and grow. Similarly, some societies have an inherent dislike
for any money-making activity.
5. Cultural Value

Motives impel men to action. Entrepreneurial growth requires proper motives like profit-
making, acquisition of prestige and attainment of social status. Ambitious and talented men
would take risks and innovate if these motives are strong. The strength of these motives depends
upon the culture of the society
Psychological Factors

Many entrepreneurial theorists have propounded theories of entrepreneurship that
concentrate especially upon psychological factors. These are as follows :
1. Need Achievement
2. Withdrawal of Status Respect

3. Motives
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4. Others
ENTREPRENEURIAL PROCESS

Entrepreneurship is a process, a journey, not the destination; a means, not an end. All the
successful entrepreneurs like Bill Gates (Microsoft), Warren Buffet (Hathaway), Gordon Moore
(Intel) Steve Jobs (Apple Computers), Jack Welch (GE) GD Birla, Jamshed;ji Tata and others all
went through this process.
To establish and run an enterprise it is divided into three parts — the entrepreneurial job, the
promotion, and the operation. Entrepreneurial job is restricted to two steps, i.e., generation of an
idea and preparation of feasibility report. In this article, we shall restrict ourselves to only these

two aspects of entrepreneurial process.

1. | Idea GERMINATION
: Generation (Recognition)
o I
L -
PREPARATION

{Rationalisation)

INCUBATION
{Fantasising)

|

' Feasibility =

2 | Study

L Al-i

i

| ILLUMINATION VERIFICATIOM ‘

(Realisation) (Validation) J

Figure 4.1: The Entrepreneurial Process
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1. Idea Generation:

To generate an idea, the entrepreneurial process has to pass through three stages:
a. Germination

This is like seeding process, not like planting seed. It is more like the natural seeding.
Most creative ideas can be linked to an individual’s interest or curiosity about a specific problem
or area of study.
b. Preparation

Once the seed of interest curiosity has taken the shape of a focused idea, creative people
start a search for answers to the problems. Inventors will go on for setting up laboratories;
designers will think of engineering new product ideas and marketers will study consumer buying
habits.
c. Incubation

This is a stage where the entrepreneurial process enters the subconscious
intellectualization. The sub-conscious mind joins the unrelated ideas so as to find a resolution.
2. Feasibility study

Feasibility study is done to see if the idea can be commercially viable.
It passes through two steps:
a. [llumination

After the generation of idea, this is the stage when the idea is thought of as a realistic

creation. The stage of idea blossoming is critical because ideas by themselves have no meaning.
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b. Verification

This is the last thing to verify the idea as realistic and useful for application. Verification
is concerned about practicality to implement an idea and explore its usefulness to the society and
the entrepreneur.
IMPORTANCE OF ENTREPRENEURSHIP
1. Development of managerial capabilities

The biggest significance of entrepreneurship lies in the fact that it helps in identifying and
developing managerial capabilities of entrepreneurs. An entrepreneur studies a problem,
identifies its alternatives, compares the alternatives in terms of cost and benefits implications,
and finally chooses the best alternative.
This exercise helps in sharpening the decision making skills of an entrepreneur. Besides, these
managerial capabilities are used by entrepreneurs in creating new technologies and products in
place of older technologies and products resulting in higher performance.
2. Creation of organisations

Entrepreneurship results into creation of organisations when entrepreneurs assemble and
coordinate physical, human and financial resources and direct them towards achievement of
objectives through managerial skills.
3. Improving standards of living

By creating productive organisations, entrepreneurship helps in making a wide variety of
goods and services available to the society which results into higher standards of living for the

people.Possession of luxury cars, computers, mobile phones, rapid growth of shopping malls,
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etc. are pointers to the rising living standards of people, and all this is due to the efforts of
entrepreneurs.
4. Means of economic development

Entrepreneurship involves creation and use of innovative ideas, maximisation of output
from given resources, development of managerial skills, etc., and all these factors are so essential
for the economic development of a country.
TYPES OF ENTREPRENEURS
Depending upon the level of willingness to create innovative ideas, there can be the

following types of entrepreneurs:

Imitating
' : i) -
| Innovative | etrepreneuc’, 20180
o _d_.,-*'f :  —
Drone

1. Innovative entrepreneurs
These entrepreneurs have the ability to think newer, better and more economical ideas of
business organisation and management. They are the business leaders and contributors to the

economic development of a country.
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Inventions like the introduction of a small car ‘Nano’ by Ratan Tata, organised retailing by
Kishore Biyani, making mobile phones available to the common may by Anil Ambani are the
works of innovative entrepreneurs.
2. Imitating entrepreneurs

These entrepreneurs are people who follow the path shown by innovative entrepreneurs.
They imitate innovative entrepreneurs because the environment in which they operate is such
that it does not permit them to have creative and innovative ideas on their own.
Such entrepreneurs are found in countries and situations marked with weak industrial and
institutional base which creates difficulties in initiating innovative ideas.
In our country also, a large number of such entrepreneurs are found in every field of business
activity and they fulfill their need for achievement by imitating the ideas introduced by
innovative entrepreneurs.
Development of small shopping complexes is the work of imitating entrepreneurs. All the small
car manufacturers now are the imitating entrepreneurs.
3. Fabian entrepreneurs

The dictionary meaning of the term ‘fabian’ is ‘a person seeking victory by delay rather
than by a decisive battle’. Fabian entrepreneurs are those individuals who do not show initiative
in visualising and implementing new ideas and innovations wait for some development which

would motivate them to initiate unless there is an imminent threat to their very existence.
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4. Drone entrepreneurs

The dictionary meaning of the term ‘drone’ is ‘a person who lives on the labor of others’.
Drone entrepreneurs are those individuals who are satisfied with the existing mode and speed of
business activity and show no inclination in gaining market leadership. In other words, drone
entrepreneurs are die-hard conservatives and even ready to suffer the loss of business.
5. Social Entrepreneur

Social entrepreneurs drive social innovation and transformation in various fields
including education, health, human rights, workers’ rights, environment and enterprise
development.
They undertake poverty alleviation objectives with the zeal of an entrepreneur, business practices
and dare to overcome traditional practices and to innovate. Dr Mohammed Yunus of Bangladesh
who started Gramin Bank is a case of social entrepreneur.
FUNCTIONS OF AN ENTREPRENEUR
The important functions performed by an entrepreneur are listed below:
1. Innovation

An entrepreneur is basically an innovator who tries to develop new technology, products,
markets, etc. Innovation may involve doing new things or doing existing things differently. An
entrepreneur uses his creative faculties to do new things and exploit opportunities in the market.

He does not believe in status quo and is always in search of change.
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2. Assumption of Risk

An entrepreneur, by definition, is risk taker and not risk shirker. He is always prepared
for assuming losses that may arise on account of new ideas and projects undertaken by him. This
willingness to take risks allows an entrepreneur to take initiatives in doing new things and
marching ahead in his efforts.
3. Research

An entrepreneur is a practical dreamer and does a lot of ground-work before taking a leap
in his ventures. In other words, an entrepreneur finalizes an idea only after considering a variety
of options, analyzing their strengths and weaknesses by applying analytical techniques, testing
their applicability, supplementing them with empirical findings, and then choosing the best
alternative. It is then that he applies his ideas in practice. The selection of an idea, thus, involves
the application of research methodology by an entrepreneur.
4. Development of Management Skills

The work of an entrepreneur involves the use of managerial skills which he develops
while planning, organizing, staffing, directing, controlling and coordinating the activities of
business. His managerial skills get further strengthened when he engages himself in establishing
equilibrium between his organization and its environment.
However, when the size of business grows considerably, an entrepreneur can employ

professional managers for the effective management of business operations.
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5. Overcoming Resistance to Change

New innovations are generally opposed by people because it makes them change their
existing behavior patterns. An entrepreneur always first tries new ideas at his level.

It is only after the successful implementation of these ideas that an entrepreneur makes these
ideas available to others for their benefit. In this manner, an entrepreneur paves the way for the
acceptance of his ideas by others. This is a reflection of his will power, enthusiasm and energy
which helps him in overcoming the society’s resistance to change.

6. Catalyst of Economic Development

An entrepreneur plays an important role in accelerating the pace of economic
development of a country by discovering new uses of available resources and maximizing their
utilization.

To better appreciate the concept of an entrepreneur, it is desirable to distinguish him from
an entrepreneur and promoter. Table 4.1 outlines the distinction between an entrepreneur and
entrepreneurs, and Table 4.2 portrays basic points of distinction between an entrepreneur and
promoter.

It is said that an economy is an effect for which entrepreneurship is a cause.
Entrepreneurship development has, therefore, become a matter of great concern in all developed
and developing countries all over the world. But the real problem is how to develop
entrepreneurship. Entrepreneurship development programme(EDP) are deemed to offer the

solution of this problem.
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PHASES OF EDP

Phase of EDP

Initial or Pre-traiming Phase

I

Training or Developmental
Phase

[

Post Trainming or Follow up
Phase

I. Initial or Pre-training phase
II. Training or Development phase
III. Post training or follow-up phase
I. Pre-Training
Pre-training phase consists of all activities and preparation to launch training programme.

Pre-training phase of EDP consists of the following activities :
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1.Designing course-curriculum for training

It is essential for any EDP that whatever material for study or training is designed should
fulfil the needs or purpose of the EDP.The main objectives to be kept in mind while designing
the course curriculum are as follows:
a) To provide knowledge and information regarding entrepreneurship, role of entrepreneur in
economic development and available facilities regarding establishment of enterprise to
perspective entrepreneurs.
b) To provide motivation training to the prospective entrepreneurs in order to develop right
approach and behaviour towards business.
c¢) To provide and arrange for necessary course material important for management and technical
information.
d) To collect and provide information regarding various agencies engaged in providing
assistance to entrepreneurs to establish and run the enterprises.
e) To provide various project reports so that they can study and analyse the feasibility of various
projects with regard to marketing,technical and financial aspects.
f) Arranging plant visits so that they may become familiar with real life situations.This will help
in inculcating the right behaviour and thoughts and in developing a strong personality.
2. Selection of faculty

The success of an EDP depends upon able or well qualified experienced faculty or

resource persons.Thus selection of the proper faculty is an important part of pre-training
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phase.For this teacher from various universities,professional institutes, banks,research and
development fields are invited.
3. Advertisement
Next important task is giving advertisement for EDP to be conducted. So that maximum
number of candidates can participate. Advertisement can be given in local newspaper,educational
institutes or employment exchange.
4. Selection of potential or perspective Entrepreneurs
For the success an EDP it is essential that only those participants take part who really
have qualities to be potential entrepreneurs.The selection of prospective entrepreneurs can be
made on following basis:
1. On the basis of information available from application form.
ii. On the basis of written examination to check the aptitude.
iii. On the basis of personal interview of the candidate.
I1. Training phase
The main objective of this phase is to bring desirable change in the behaviour of the trainees.
The purpose of training is to develop ‘need for achievement’ i.e. motivation among the trainees.
Accordingly, a trainer should see the following changes in the behaviour of trainees:
e Is he or she attitudinally tuned very much towards his or her proposed project idea?
o Is the trainee motivated to plunge into entrepreneurial career and beer risks involved in
it?

e How should he or she behave like an entrepreneur?
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o What kinds of entrepreneurial traits the trainee lacks the most?
e Does the trainees possess the required skill in selecting the viable project, mobilizing the
required resources at the right time?
There are number of methods to provide Training:
1.Lecture method
In this method the instructor directly communicates with the participant with regard to
theory and practice tobe followed.The advantage of this method is that queries or doubts in the
mind of candidates are clearedon the spot.
2. Written instructions method
Under this method written material is provided to the participants for their use.All
important factors or elements required for setting up and running an enterprise are provided in
written form.
3. Demonstration or practical method
For better understanding of the candidates everything related to entrepreneurship is aught
by demonstrations.Every minute detail is explained by giving demonstrations for the practical
performance of the work.
4. Conferences
Under conference method,experts in various fields are invited to share their ideas with the

participants.The aim is to provide knowledge to trainees for improving their effectiveness.
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5. Meetings
Meetings provide opportunities to candidates to discuss various problems faced by
them.They discuss exchange ideas on various issues at firm conclusion
6. Individual training
Under these circumstances where one person is to be given information or knowledge on
a particular aspect,then individual training is imparted.
7.Group training
This method of training is best suited where group of individuals has to do similar type of
work and where similar type of instructions are to be given to all of them.
I11. Post-training phase
The ultimate objective of the entrepreneurship development programme is to prepare the
participants to start their enterprise. The success of the EDP can be judged from the objectives
it has achieved,that is how many participants actually started their own enterprise after getting
training. This phase involves assessment to judge how far the objectives of the program have
been achieved. This is called Follow-up. In follow up following three things come:
e Was the programme conducted as per plans?
o If not what were the deviations, loopholes in the plan?
o Taking Corrective action to improve the weaknesses after identifying them?
WOMEN ENTREPRENEUR
Women entrepreneur may be defined as a woman or group of women who initiate,

organize, and run a business enterprise. In terms of Schumpeterian concept of innovative
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entrepreneurs, women who innovate, imitate or adopt a business activity are called “women
entrepreneurs’.

Kamal Singh who is a woman entrepreneur from Rajasthan, has defined woman
entrepreneur as “a confident, innovative and creative woman capable of achieving self-economic
independence individually or in collaboration, generates employment opportunities for others
through initiating, establishing and running the enterprise by keeping pace with her personal,
family and social life.”

1. Problem of Finance

Finance is regarded as “life-blood” for any enterprise, be it big or small. However,
women entrepreneurs suffer from shortage of finance on two counts.

Firstly, women do not generally have property on their names to use them as collateral for
obtaining funds from external sources. Thus, their access to the external sources of funds is
limited.

Secondly, the banks also consider women less credit-worthy and discourage women
borrowers on the belief that they can at any time leave their business. Given such situation,
women entrepreneurs are bound to rely on their own savings, if any and loans from friends and
relatives who are expectedly meager and negligible. Thus, women enterprises fail due to the
shortage of finance.

2. Scarcity of Raw Material
Most of the women enterprises are plagued by the scarcity of raw material and necessary

inputs. Added to this are the high prices of raw material, on the one hand, and getting raw
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material at the minimum of discount, on the other. The failure of many women co-operatives in
1971 engaged in basket-making is an example how the scarcity of raw material sounds the death-
knell of enterprises run by women (Gupta and Srinivasan 2009).
3. Stiff Competition

Women entrepreneurs do not have organizational set-up to pump in a lot of money for
canvassing and advertisement. Thus, they have to face a stiff competition for marketing their
products with both organized sector and their male counterparts. Such a competition ultimately
results in the liquidation of women enterprises.
4. Limited Mobility

Unlike men, women mobility in India is highly limited due to various reasons. A single
woman asking for room is still looked upon suspicion. Cumbersome exercise involved in starting
an enterprise coupled with the officials humiliating attitude towards women compels them to
give up idea of starting an enterprise.
5. Family Ties

In India, it is mainly a women’s duty to look after the children and other members of the
family. Man plays a secondary role only. In case of married women, she has to strike a fine
balance between her business and family. Her total involvement in family leaves little or no
energy and time to devote for business.

Support and approval of husbands seem necessary condition for women’s entry into
business. Accordingly, the educational level and family background of husbands positively

influence women’s entry into business activities.
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6. Lack of Education

In India, around three-fifths (60%) of women are still illiterate. Illiteracy is the root cause
of socio-economic problems. Due to the lack of education and that too qualitative education,
women are not aware of business, technology and market knowledge. Also, lack of education
causes low achievement motivation among women. Thus, lack of education creates one type or
other problems for women in the setting up and running of business enterprises.
7. Male-Dominated Society

Male chauvinism is still the order of the day in India. The Constitution of India speaks of
equality between sexes. But, in practice, women are looked upon as abla, i.e. weak in all
respects. Women suffer from male reservations about a women’s role, ability and capacity and
are treated accordingly. In nutshell, in the male-dominated Indian society, women are not treated
equal to men. This, in turn, serves as a barrier to women entry into business.
8. Low Risk-Bearing Ability

Women in India lead a protected life. They are less educated and economically not self-
dependent. All these reduce their ability to bear risk involved in running an enterprise. Risk-
bearing is an essential requisite of a successful entrepreneur.
In addition to above problems, inadequate infrastructural facilities, shortage of power, high cost
of production, social attitude, low need for achievement and socioeconomic constraints also hold

the women back from entering into business.
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Right efforts on all areas are required in the development of women entrepreneurs and their

greater participation in the entrepreneurial activities. Following efforts can be taken into account

for effective development of women entrepreneurs.

1.

2.

Consider women as specific target group for all developmental programmes.

Better educational facilities and schemes should be extended to women folk from
government part.

Adequate training programmes on management skills to be provided to women
community.

Encourage women'’s participation in decision-making.

Vocational training to be extended to women community that enables them to understand
the production process and production management.

Skill development to be done in women’s polytechnics and industrial training institutes.
Skills are put to work in training-cum-production workshops.

Training on professional competence and leadership skill to be extended to women
entrepreneurs.

Training and counselling on a large scale of existing women entrepreneurs to remove
psychological causes like lack of self-confidence and fear of success.

Counselling through the aid of committed NGOs, psychologists, managerial experts and

technical personnel should be provided to existing and emerging women entrepreneurs.

10. Continuous monitoring and improvement of training programmes.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

Activities in which women are trained should focus on their marketability and
profitability.

Making provision of marketing and sales assistance from government part.

To encourage more passive women entrepreneurs the Women training programmes
should be organized that taught to recognize her own psychological needs and express
them.

State finance corporations and financing institutions should permit by statute to extend
purely trade related finance to women entrepreneurs.

Women'’s development corporations have to gain access to open-ended financing.

The financial institutions should provide more working capital assistance both for small
scale venture and large scale ventures.

Making provision of micro credit system and enterprise credit system to the women
entrepreneurs at local level.

Repeated gender sensitization programmes should be held to train financiers to treat
women with dignity and respect as persons in their own right.

Infrastructure, in the form of industrial plots and sheds, to set up industries is to be
provided by state run agencies.

Industrial estates could also provide marketing outlets for the display and sale of products
made by women.

A Women Entrepreneur’s Guidance Cell set up to handle the various problems of women

entrepreneurs all over the state.
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22. District Industries Centers and Single Window Agencies should make use of assisting
women in their trade and business guidance.
23. Programmes for encouraging entrepreneurship among women are to be extended at local
level.
24. Training in entrepreneurial attitudes should start at the high school level through well-
designed courses, which build confidence through behavioural games.
25. More governmental schemes to motivate women entrepreneurs to engage in small scale
and large-scale business ventures.
26. Involvement of Non Governmental Organizations in women entrepreneurial training
programmes and counselling.
RURAL ENTREPRENEUR
Rural entrepreneurs are those who carry out entrepreneurial activities by establishing
industrial and business units in the rural sector of the economy. In other words, establishing
industrial and business units in the rural areas refers to rural entrepreneurship. In simple words,
rural entrepreneurship implies entrepreneurship emerging in rural areas. Or, say, rural
entrepreneurship implies rural industrialisation. Thus, we can say, entrepreneurship precedes
industrialization.
Definition
Rural industries and business organisations in rural areas generally associated with
agriculture and allied activities to agriculture. According to KVIC (Khadi and Village Industry

Commission), "village industries or Rural industry means any industry located in rural areas,
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population of which does not exceed 10,000 or such other figure which produces any goods or
renders any services with or without use of power and in which the fixed capital investment per
head of an artisan or a worker does not exceed a thousand rupees".

The modified definition of rural industries has been given by Government of India in order to
enlarge its scope. According to Government of India, "Any industry located in rural area, village
or town with a population of 20,000 and below and an investment of Rs. 3 crores in plant and
machinery is classified as a village industry."

Types of Rural Industries

All the village industries come under the following broad categories :

Agro Based Industries: like sugar industries, jaggery, oil processing from oil seeds, pickles,
fruit juice, spices, diary products etc.

Forest Based Industries: like wood products, bamboo products, honey, coir industry, making
eating plates from leaves.

Mineral based industry: like stone crushing, cement industries, red oxide making, wall coating
powders etc.

Textile Industry: like spinning, weaving, colouring, bleaching.

Engineering and Services: like agriculture equipments, tractors and pumpsets repairs etc.
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8.

9.

KARPAGAM ACADEMY OF HIGHER EDUCATION
DEPARTMENT OF COMMERCE
III B.COM (PA) - (2016 - 2019 BATCH)
VI SEMESTER
PART - B

POSSIBLE QUESTIONS

. Define the term entrepreneur

State any two qualities of entrepreneur.

Give the meaning of rural entrepreneur

What is meant by women entrepreneur?

List out the type of entrepreneurs?

State the difference between entrepreneur and entrepreneur
Give the meaning of entrepreneurship

What are the types of rural entrepreneurs?

List out the problems faced by women entrepreneurs?

10. What are the phases of EDP?
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10.

PART -C

POSSIBLE QUESTIONS
Define the term entrepreneur and explain the qualities of an entrepreneur.
Discuss the scope and significance of entrepreneurship in india?
Discuss the problems of women entrepreneurship and measures taken to solve
their problems?
Explain the various types of entrepreneurs with suitable examples.
How an entrepreneur is a risk taker and an innovator? Explain with suitable
example.
Define entrepreneurship and elaborate on its scope and vital role in developing
economics.
Distinguish between the Entrepreneur and Manager .
Explain the important traits required to be successful entrepreneur. Give
examples.
Determine the various factors affecting entrepreneurship

Define rural entrepreneurship and explain its types with examples?
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UNIT I - INTRODUCTION TO ENTRAPRENEURSHIP

Multiple Choice Questions (Each Questions carries ONE Mark)

S.NO QUESTIONS OPTION 1 OPTION 2 OPTION 3 OPTIOIN 4 ANSWER
UNIT -1
The word entrepreneur has taken French China latin france French
1 from language.
An bears uncertainity. Inventor entrepreneur Manager Employer entrepreneur
2
An is one who discovers new People Creator Inventor Employer Inventor
3 methods.
An entrepreneur is the of an Servant Owner Manager Advisor Owner
4 |enterprise.
A manager is the of enterprise. creator Servant devisor Owner Servant
5
A manager gets salary as his Reward Wage Freight Materials Reward
6
The motive of entrepreneur is to start capital venture Budget Plan Venture
7 |a
Entrepreneur work alone is called Fabian Solo lifetime Drone Solo
8 entrepreneur
An operates within organization. Owner Inventor Intrapreneur Advisor Intrapreneur




Entrepreneurs always bears actions Purchase Risk Sales Risk
10
A entrepreneur will be very cautious. Fabian skilled innovate Drone Fabian
11
A does not bear any risk. Creator Servant Inventor Manager Manager
12
i3 An entrepreneurs will be an organizer manager seller purchaser organizer
Entrepreneurs will be strong optimistic thinking weak optimistic
14
are not raised by Intrapreneurs. persons manager funds talent funds
15
Entrepreneurs are those women who [ concern single all women women
16 [start a business.
A Women Entrepreneur mush have the quality of | advisable pity soft innovative Innovation
17
is the life blood of enterprise. Finance cash loan credit Finance
18
Most of the Womens are in India. literate strong illiterate weak illiterate
19
More literates are in asia kerala tamil nadu Andra kerala
20
Entrepreneurship large scale medium small scale | medium and large scale
21 creates employement. small
A new enterprise always involves people risk cash credit risk
22
give birth to a new enterprise. Entreprene people business sales Entrepreneurship
urship

23




Entrepreneurs need knowledge lateral training curtesy training
24
Entrepreneurship development programme three one two four three
25 |consists of phases.
26 |A Phase is the first phase in EDP s single Pre-Training | double Triple Pre-Training
The objective of EDP Prgramme is data close start done start
27 |to a enterprise.
Motivation comes in phase. inform post training | planning Training Training
28
of Entrepreneurs comes in Pre-Training | Selection training opening none Selection
29 phase.
EDP is needed to people. transact motivate collect sell motivate
30
A entrepreneur who starts his single rural company urban rural
3¢ [venture in rural areas.
2 population is in rural sector. 70% 78% 80% 75% 70%
belongs to textile industry. agro yarn khadi steel khadi
33
An example of Agro based industry fine sugar cane salt sugar
is industry
34
Rural entrepreneurs small scale | large scale | medium tiny level large scale
generate employement.
35
Rural entrepreneurs success single economic Social economic
improve growth.

36




A small industries play a major village urban slum city village
37 role in rural employement.
entrepreneurs improve economic failure rural economic city rural
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51
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52
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UNIT-II - PROJECT MANAGEMENT

The Start-Up Process - Project Identification - Selection of the Product - Project

Formulation - - Evaluation - Feasibility analysis - Project Report

MEANING OF PROJECT

Gittinger defines project “as the whole complex of activities involved in using resources
to gain benefits”. An entrepreneur implements a project overcoming various hurdles, with a view
to get some benefits - mainly monetary rewards. The entrepreneur originates the idea, makes a
detailed study of the various aspects of the project to be implemented, estimates the profit that
would accrue from the project, and finally implements it.
PROJECT LIFE CYCLE
A project has to pass through three distinct stages :

1. The Pre-investment Stage : It covers setting of aims and objectives, forecasting of
demand, selection of best means or strategies to achieve objectives, evaluation of
characteristics of resources or inputs required, projection of financial plan, cost-benefit
analysis and ultimately, the pre-investment appraisal. The project idea is converted into a
concrete investment proposal or scheme on which promoters and financiers can base their
investment decision.

2. The Construction Stage : It starts after the investment decision is taken. Resources in the

form of land and buildings, plant and machinery, transport, communication and other
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services, control systems, sales, and marketing organisation, managerial personnel,

acquisition of materials and supplies, etc., are assembled and all these resources are

allocated to develop or create a tangible project which is ready to achieve the set
objectives.

3. The Normalisation Stage : The allocated resources of assets (created during the second
stage) are utilised or employed to produce the end results, i.e., output of goods or services

which are required to fulfill the project objectives. The project starts operating, i.e.,

processing inputs and generating outputs.
PROJECT IDENTIFICATION

With the clear idea of projects in mind, let’s now see how the feasible projects can be
identified. The prospective entrepreneur may have a number of fertile project ideas. He may
come across several investment opportunities. However, after preliminary evaluation, he has to
select the most feasible and promising project. The proper identification and selection of a
project ensures success of an enterprise. Project identification is the first step of starting a new
nature but it is a difficult task.

In simple words project identification means a process of finding out the most
appropriate project from among the several investment opportunities According to Dr. Vasant
Desai the project identification is concerned with the collection, compilation and analysis of
economic data for the eventual purpose of locating possible opportunities for investment.

In this context, it would be appropriate to refer to Peter Drucker who has explained three kinds of

opportunities, as under.
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1. Additive opportunities - These are concerned with utilization of existing resources
without making any changes. There is least risk in additive opportunities

2. Complementary opportunities - These are concerned with the introduction of new ideas,
which lead to change in the existing structure. There is greater risk in complementary
opportunities.

3. Breakthrough opportunities - These are concerned with drastic and fundamental changes

in the existing business. There is the greatest risk in breakthrough opportunities.
Steps in Project Identification

For identifying the feasible projects, the prospective entrepreneur has to go through
following steps.
Conceiving project ideas

This is the first important stage in project identification. Profit making is the chief drive
behind every business / enterprise. Therefore the prospective entrepreneur has to search for a
sound business idea, which can generate reasonable profit for him. For that, he has to screen
keenly the socio-economic, cultural, legal and market environments. After conceiving the
business idea, he gives a practical shape to his idea. You would perhaps remember that the
business idea of giving readymade flavour of ‘paan’ like paanpatti to the customers was first
conceived by Madanlal Kothari. He didn’t have business background but he pioneered PanParag-
PanMasala industry. Shahnaz Husain, an ordinary woman from conservative Muslim family
successfully placed the Indian herbals on the world’s cosmetic map, pioneered the Harbal

Cosmetics. Likewise, the idea of water proof band-aid and sanitary napkins (for women) were
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conceived by Johnson and Johnson. The Talwalkar’s and VLCC found sound business idea in
physical fitness industry.
Conceiving the project idea is mental process supported by certain virtues like curiosity,
initiative, vision and courage.
The project idea could emerge from one or more of the following sources.
1. Success stories of friends, relatives and other entrepreneurs.
2. Increasing demand for certain products in home market and foreign markets where price
advantage could be obtained.
3. Experience of others in manufacture or sale of a product
4. Chances of producing a substitute of an article imported for which there is a good
demand in home country.
5. Visit to trade fairs and exhibitions
6. Study on demand supply imbalance
7. Government’s industrial, import-export policies and the policies for development of
backward area
8. Survey reports, books, periodicals, news papers
9. Invention of new production prices or product development
10. Availability of a particular raw material and skilled personnel
11. Potential demand for ancillary products for well-established big industries

12. Consultation with business advisor, district industrial center
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13.

14.

15.

16.

17.

Study of potential for tourism to identify the prospects for hotels, motels houseboats and
sightseeing facilities etc.

Birth of novel product/technology.

Survey of local skills based on which suitable industries can be identified

Study of import statistics may reveal some commodities, which can be indigenously
manufactured.

Finding out solutions for our day-to-day problems e.g. door alarm, car alarm etc.

Choosing the right line of business

The second important step in project identification is choosing the right line of business. To

ensure the success of business, the prospective entrepreneur has to spend considerable time and

energy on choosing the right line of activities. While doing so he has to examine the business

potential of his ideas. For that he has to

1.

2.

study the environment / marketability of the product/service.

nature, extent, trend of demand for the product or service proposed to be
manufactured/rendered

composition and pattern of potential users of the product or service

extent and intensity of competition in proposed area of business

procurement and uninterrupted availability of required raw materials and human resource
access to and affordability of technical know-how

access to the market

future prospects for growth in demand
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9.

10.

11.

12.

13.

compliance of legal provisions relating to the manufacturing the product or rendering
services. (some products or services are banned under law e.g. ‘hashish’ or ‘dance-bars’
etc.) At the same time the entrepreneur has to assess which legal liabilities would come to
him in production and marketing a particular product or service. For example, if he
wishes to be in pharmaceutical production, the legal liability regarding scheduled drugs,
expiry dates etc. would inevitably come to him. If he undertakes the passenger travels
(tours and travels business) the liability regarding safety of passengers would come to
him.

whether proposed product belongs to license category or de-licensed category.
availability of government schemes, special incentives, concessions regarding proposed
line of business

estimated size of market

distinguishable features of the product or service to be manufactured or rendered. In bath-
soap market every soap is marketed on the basis of distinguishable feature e.g. Lux
(beauty care) Liril (lime freshness), Hamam (herbal based) Santoor (sandal based)
Lifebuoy (germ-kill) Medimix (ayurveda based) Breeze (rose-beauty) and so on and so
forth. Likewise, a number Life Insurance schemes and Mutual Fund Schemes are

marketed adding an unique distinguishable feature.

At this stage, the entrepreneur may consult the experts in various issues related to choosing the

right line of business. On making an in-depth primary study, if the scheme looks attractive and

the degree of calculated risk provides the entrepreneur with an adequate level of confidence, he
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may take next step to develop a detailed project report, obtaining technical know-how, raising

funds etc.

Opportunity seeking
An entrepreneur is basically an opportunity seeker. A number business opportunities may be

available, however, seeking the right business opportunity depends upon the entrepreneur’s
capabilities, his strengths and weaknesses and also on his preferences. Identification of
appropriate business opportunity requires specialized skills. Before coming to the final decision,
he has to explore and analyze all possible opportunities. For seeking the best business
opportunity, the following explorations may be useful.

1. Environment exploration -This means the study of different environmental factors. The
study of demographic environment includes the in-depth study of growth rate of population,
age-composition, sex-composition, occupational- pattern, and income-composition etc. Low
infant mortality rate and high birth rate ensures the increasing demand for baby-soap, baby
hair oil, gripe-water, toys and kids wear etc. Socio-economic conditions, culture, basic
features of resources etc are also studied.

2. Present business exploration - This relates to the study of present pattern of business
activities, the study of the consumption pattern, the study of emerging trends in the pattern of
trading and consumption and the pattern of demand.

3. Technology exploration - It is the study of new business opportunities created by change in
technology For example, in case of printing industry, traditional system of printing has gone

and computer based multi-colour printing opportunities have emerged It is also concerned
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with anticipation of new business opportunities likely to emerge as a result of impact of
technological advancement.

4. Idea exploration - Business ideas are related to different factors. The exploration of idea
may relate to

Growth related ideas - e.g. change in age-composition of population and lifestyles gives

an impetus to fashion-industry, mobile and bike industry etc.

e Resource -related ideas - e. g. agro-based industry (i.e. pickle-making, ketchup, sauce,
jams, mineral based industry (i.e. water, pharma) marine-based industry (i.e. fishery)
waste-based (i.e. low grade paper can be made by industry using cotton-waste, jute waste
and wastage-paper etc.)

o Import-export related ideas - i.e. export of mushrooms, strawberries, jewellery in foreign
markets.

o Service-sector related ideas -for example repairs, maintenance of cars and automobiles.
Nowadays, housekeeping (i.e. cleaning the big premises) has been emerging as a multi-
crore industry.

Decision-making process
This final step in project identification involves making important decisions regarding the project
to be undertaken. While taking decisions, the prospective entrepreneur has to go through

following steps.
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1. Selection of broad industry group

First of all, the entrepreneur has to decide as to which industry he intends to enter in. i.e.
textile industry, sugar industry, automobile industry, cement industry etc.
Then he has to decide upon which product is to be manufactured e.g. consumer goods or capital
goods etc. He has to take into account the present industrial climate for the product to be chosen
by doing SWOT analysis and also assess the possibilities for diversification in future.
2. Selection of specific project

After having finalized the industry group, the entrepreneur has to decide the size of the
project, its capital investment, availability of possible financial assistance etc. He has to check
the government policies, rules and regulation to be complied with for obtaining necessary
license. At this stage, the entrepreneur has to assess his own strengths and weaknesses. Then he
has to compare the relative merits and demerits of the proposed project with special reference to
market potentiality, return on investment and technology.
3. Final decision

The entrepreneur takes the final decision as regards project after testing its commercial
viability. For gauging the commercial viability of the project, the entrepreneur has to test its
market feasibility, technical feasibility, financial feasibility and economic feasibility.
PROJECT CLASSIFICATION

Projects have been classified in various ways by different authorities. Little and

Mirreless divide the projects into two broad categories, viz., quantifiable projects and

non-quantifiable projects. The planning commission has accepted the sectoral criteria for
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classification of projects. Projects can also be classified on the basis of techno-economic

characteristics. All India financial institutions classify the projects on the basis of the

nature of the projects and its life cycle. The project classification are explained below :

1. Quantifiable and non-quantifiable projects : Quantifiable projects are those in
which a plausible quantitative assessment of benefits can be made. Non-quantifiable
projects are those where such an assessment is not possible. Projects concerned with
industrial development, power generation, mineral development are forming put of
quantifiable projects. The non-quantifiable projects category comprise health,
education and defence.

2. Sectoral Projects : According to the Indian Planning Commission, a projects may fall in
the following sector :

(a) Agriculture and Allied Sector
(b) Irrigation and Power Sector
(©) Industry and Minings Sector

(d) Transport and Communication Sector

(e) Social Services Sector

(f) Miscellaneous Sector

The sector classification of projects is quite useful for resource

allocation at macro levels.
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3. Techno-Economic Projects : Techno-economic projects classification includes
factors intensity-oriented classification, causation-oriented classification and
magnitude-oriented classification. These three grouping are narrated as under
% Factor intensity oriented classification : The factor intensity is used as base for

classification of projects such as capital-intensive or labour-intensive which
depends upon the large scale investments in plant and machinery or human

resources.

X/
°e

Causation oriented classification : The causation-oriented projects are
determined based on its causes namely demand based or raw material-based
projects. The non-availability of certain good or services and consequent demand
for such goods or services or the availability of certain raw materials, skills or

other inputs is the dominant reason for starting the project.

X/
L X4

Magnitude oriented classification : The size of investments forms the basis for
magnitude-oriented projects. Projects may thus be classified based on its
investment such as large-scale, medium-scale projects.

Techno-economic characteristics based classification is useful in facilitating the
process of feasibility appraisal. United Nations and its specialised agencies use the
International Standard Industrial Classification of all economic activities (ISICO)
in collection and compilation of economic data. Since this classification covers
the entire field of human economic endeavour, it forms a useful basis for

classification of projects. Economic activities under this classification are grouped
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into ten divisions, which are subdivided into ninety sub-divisions. The divisions

are :
Division 0 Agriculture; Forestry, Hunting and Fishing
Division 1 Mining and Quarrying
Division 2&3 Manufacturing
Division 4 Construction
Division 5 Electricity, Gas, Water and Sanitary Services,
Division 6 Commerce
Division 7 Transport, Storage and Communications
Division 8 Services
Division 9 Activities not adequately described

4. Financial Institutions Classification : All India and State Financial Institutions
classify the projects according to their age and experience and the purpose for
which the project is being taken up. They are as follows :

(1) New projects
(i1) Expansion projects
(iii)Modernisation projects
(iv)Diversification projects
The projects listed above are generally profit - oriented and the
services oriented projects are classified as under

(1) Welfare Projects
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(i1) Service Projects
(iii)Research and Development Projects
(iv)Educational Projects

PROJECT FORMULATION

A process is a collection of interrelated actions and activities that take place in order to
achieve a set of previously specified products, results or services. The project team is in charge
of executing the formulation, evaluation and project management processes.

A process is a collection of interrelated actions and activities that take place in order to
achieve a set of previously specified products, results or services. The project team is in charge
of executing the formulation, evaluation and project management processes. The processes (tasks
and activities) have clear dependencies and are done following the same sequence in each
project. They are independent from the area of application approaches. These groups of

processes consider the multidimensional nature of formulation, evaluation and project

management:
1. Preparation for Project Formulation

The Preparation of the Formulation phase (1) or what is the same, the elaboration of a
good proposal of former projects, can be divided into three sections: a) the establishment of the
formulation team and the necessary resources (financial, administrative and logistics); b) Terms

of Reference writing; c) Project plan preparation for the execution of formulation activities.
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2. Analysis and Diagnosis

In the DIAGNOSIS AND ANALYSIS phase (2) interpret the diverse aspects of the
specific situation with the project team. During this phase, the teams receive training to do with
research and analysis techniques, in order to perform the data collection (quantitative and
qualitative) and exam (analysis) and to determine the main causes of the situation (diagnosis). At
the end of the phase, each team has to indicate possible proposals to better the actual situation
and answer the question: Has what has to be done in the project situation been understood?
3. Project Design

Taking as reference the conclusions achieved during the analysis and diagnosis phase, the
teams proceed in the DESIGN phase (3) to a more detailed and precise project creation, in order
to come up with an inversion proposal. Every team has to proceed by putting emphasis on the
system, product and technology viability verification. Also they have to define the structure of
the organization of the project, its programming in time, managing dispositions, resources and
cost and benefit estimations. The main question to answer at the end of this phase is: Are we sure
that we know how to make this project work?
4. Results Assessment

During the MULTI-CRITERIA Assessment phase (4) the effects and impacts that may
happen to the project during execution will be examined. The results of this phase should guide
the viability -technical, economical, financial, social and environmental- of the project. During
this phase, the following competence element will be specially dealt with: resources, cost and

finance, business, security, environment and ethics.
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5. Project Document

The latest phase in PROJECT DOCUMENTAT, where all deliverables are found and the
report is presented. The synthesis capacity is essential to be able to properly communicate -
before external agents and colleagues- the information and issue a project judgment.
FEASIBILITY ANALYSIS

As the name implies, a feasibility study is used to determine the viability of an
idea, such as ensuring a project is legally and technically feasible as well as economically
justifiable. It tells us whether a project is worth the investment—in some cases, a project
may not be doable. There can be many reasons for this, including requiring too many
resources, which not only prevents those resources from performing other tasks but also
may cost more than an organization would earn back by taking on a project that isn’t
profitable.

A well-designed study should offer a historical background of the business or
project, such as a description of the product or service, accounting statements, details of
operations and management, marketing research and policies, financial data, legal
requirements, and tax obligations. Generally, such studies precede technical development
and project implementation
Five Areas of Project Feasibility
A feasibility study evaluates the project’s potential for success; therefore, perceived

objectivity is an important factor in the credibility of the study for potential investors and
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lending institutions. There are five types of feasibility study—separate areas that a
feasibility study examines, described below.
1. Technical Feasibility
This assessment focuses on the technical resources available to the organization. It helps
organizations determine whether the technical resources meet capacity and whether the
technical team is capable of converting the ideas into working systems. Technical
feasibility also involves evaluation of the hardware, software, and other technology
requirements of the proposed system. As an exaggerated example, an organization
wouldn’t want to try to put Star Trek’s transporters in their building—currently, this
project is not technically feasible.
2. Economic Feasibility
This assessment typically involves a cost/ benefits analysis of the project, helping
organizations determine the viability, cost, and benefits associated with a project
before financial resources are allocated. It also serves as an independent project
assessment and enhances project credibility—helping decision makers determine the
positive economic benefits to the organization that the proposed project will provide.
3. Legal Feasibility
This assessment investigates whether any aspect of the proposed project conflicts
with legal requirements like zoning laws, data protection acts, or social media laws.
Let’s say an organization wants to construct a new office building in a specific

location. A feasibility study might reveal the organization’s ideal location isn’t zoned
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for that type of business. That organization has just saved considerable time and effort
by learning that their project was not feasible right from the beginning.
4. Operational Feasibility
This assessment involves undertaking a study to analyze and determine whether—
and how well—the organization’s needs can be met by completing the project.
Operational feasibility studies also analyze how a project plan satisfies the
requirements identified in the requirements analysis phase of system development.
5. Scheduling Feasibility
This assessment is the most important for project success; after all, a project will
fail if not completed on time. In scheduling feasibility, an organization estimates how
much time the project will take to complete.
When these areas have all been examined, the feasibility study helps identify any
constraints the proposed project may face, including:
Internal Project Constraints: Technical, Technology, Budget, Resource, etc.
Internal Corporate Constraints: Financial, Marketing, Export, etc.
External Constraints: Logistics, Environment, Laws and Regulations, etc.
Benefits of Conducting a Feasibility Study
The importance of a feasibility study is based on organizational desire to “get it right”
before committing resources, time, or budget. A feasibility study might uncover new
ideas that could completely change a project’s scope. It’s best to make these

determinations in advance, rather than to jump in and learning that the project just won’t
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work. Conducting a feasibility study is always beneficial to the project as it gives you
and other stakeholders a clear picture of the proposed project.
Below are some key benefits of conducting a feasibility study:
Improves project teams’ focus
Identifies new opportunities
Provides valuable information for a “go/no-go” decision
Narrows the business alternatives
Identifies a valid reason to undertake the project
Enhances the success rate by evaluating multiple parameters
Aids decision-making on the project
Identifies reasons not to proceed.
COMMON ERRORS IN PROJECT FORMULATION
Project formulation is as important as not so easy. However, the entrepreneurs
often make errors while formulating project reports or business plans.
The errors widely noticed in project formulation are:
Product Selection
It is noticed that some entrepreneurs commit mistakes by selecting a wrong
product for their enterprises. They select the product without giving due attention to
product for their enterprises. They select the product without giving due attention to

product related other aspects such as size of the product markets, its future demand,
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competitive position, lifecycle, availability of required labour, raw material and
technology. Hence, when you are selecting a product, take a comprehensive View.
Capacity Utilisation Estimates

The entrepreneurs usually make overoptimisitc estimates of capacity utilization.
Their estimates are based on a completely false premises. The estimates are made in
complete disregard of present-enterprise performance, prevailing market conditions,
competitive atmosphere, the technical snags, etc. A business plan formulated as such falls
prey to financial jugglery. Hence, avoid such temptations while estimating capacity
utilization for your enterprise.
Market Study

Product production is ultimately meant for eventually sale. Hence, market study
of the product assumes importance. Market study continues to be a grey area. But, there
are some entrepreneurs who pass by this component of their business plan completely.
Based on their nebulous ideas and scanty and scattered information on demand and
supply of their proposed product, they conclude that market is just there waiting to be
tapped. This is a wrong attitudinal block. Avoid it.
Technology Selection

The requirement for technology differs from product to product depending upon
the nature of products. Swayed by the reported profit margins, the entrepreneurs

sometimes plan for a technology not possible to set up within limited financial resources.
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Thus, in the absence of technological feasibility, enterprise is foredoomed to failure.
Hence, make sure your technological feasibility.
Location Selection

The entrepreneur often makes two types, of errors while selecting location for
their enterprises. First, they are completely swayed by the Government offer of financial
incentives and concessions to establish industries in a particular location. This becomes
their sole and overriding concern completely disregarding other factors like market
proximity, availability of raw materials, manpower and infrastrutural facilities. Second,
the entrepreneurs select a location for their enterprises merely because it is their home
town or they own ancestral land there which is, however, to an appropriate location.
Make sure you do not fall prey to such temptations.
Selection of Ownership Form
Many enterprises fail merely because the ownership form of enterprises is not suitable.
Hence, select a suitable form of ownership taking a comprehensive view of the factors
affecting the selection of a form business’ activities, but also an essential exercise for
developing cost and benefit estimates resources planning and feasibility testing of the
proposed business activity. The project report is required for purposes of obtaining funds
from the financial institutions and banks. The project report for an entrepreneur is what a
guide map is for a traveller. In order to complete the project within a stipulated period

and cost, all activities involved in the project are scheduled in a sequential relationship
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called network or scheduling of activities. The common errors made by the entrepreneurs
while formulating project reports/ business plans are also highlighted.
PROJECT REPORT

After having selected the project/product or the service to be rendered, the
entrepreneurs has to prepare a project report. A project report is a report which provides
all the necessary information of the unit proposed to be set- up for the manufacture of a
product or rendering a service. Financial institutions and banks require project report for
providing financial assistance. Various developmental agencies which help set-up the
project also require project report. A well-prepared project report will help the bankers in
appraising the project report and offer financial assistance. A project report enables the
entrepreneur to know how much money, man-power and material would be required to
set-up the project, type of machine and technology required, and the economic gains from
the project. Information regarding economic, technical, financial, managerial and
production aspects of the project/service are covered by the project report.

There are chartered accountants, technical consultants, management consultants
etc., who prepare a project report on behalf of the entrepreneur. Many time an
entrepreneur feels that he would relieve himself of the botheration to prepare a project
report by engaging a consultant. Experience in developing entrepreneurs has shown that a
well perceived, well made project report by the entrepreneur himself is helpful to him
while running the industry. This is so because, the process of preparing the project report

enables him to interact with realities and makes him aware of what to expect in the future
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when he actually implements the project. It’s a “drill”, a good training prior to jumping
into a venture. Therefore, even when he chooses to take the help of a consultant,he must
involve himself in the preparation of the project report.
Significance of Project Report : An objective without a plan is a dream. The preparation
of a project report is of great significance for an entrepreneur. The important uses of
project report are :

o It helps in approaching District Industries Centre for obtaining

provisional/permanent registration.

o It helps in procuring developed land or shed from Directorate of Industries or from

the Development Corporation meant for providing developed land/sheds’
entrepreneurs.
o It helps in securing supply of scarce raw materials.
o It helps in approaching bank for getting working capital loan.
o It helps in obtaining term loan from State Financial Corporation/Bank.
o It helps the entrepreneur in establishing techno-economic viability of the
project.
Contents of a Project Report
Having gone through the significance of project report, it is now clear that there is no
substitute for a well-prepared business plan or project report and also there are no short-
cuts to preparing it. The more concrete and complete the business plan, the more likely it

is to earn the respect of outsiders and their support in making and running an enterprise.
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Therefore, the project report needs to be prepared with great care and consideration. A

good project report should contain the following contents :

= General Information : Information on product profile and product details.

= Promoter : His/her educational qualification, work experience, project related
experience.

= Location : Exact location of the project, lease or freehold, vocational
advantages.

= Land and Building : Land area, construction area, type of construction, cost of
construction, detailed plan and estimate along with plant layout.

= Plant and Machinery : Details of machine required, capacity, suppliers, cost,
various alternatives available, cost of miscellancous assets.

=  Production Process : Description of production process, process chart, technical
knowhow, technology alternatives available, production programme.

= Utilities : Water, power, steam, compressed air requirements, cost estimates,
sources of utilities.

= Transport and Communication : Mode, possibility of getting, costs.

= Raw Material : List of raw material required by quality and quantity, sources of
procurement, cost of raw material, tie-up arrangements, if any, for procurement of

raw material, alternative raw material, if any.
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KARPAGAM ACADEMY OF HIGHER EDUCATION
DEPARTMENT OF COMMERCE
III B.COM (PA) - (2016 - 2019 BATCH)
VI SEMESTER
PART - B
POSSIBLE QUESTIONS

1. Define the term project
2. Give the meaning of project report
3. What is meant by project identification?
4. Give the meaning of project formulation?
5. What is meant by feasibility analysis?
6. State the meaning of feasibility report?

7. What are the classifications of projects?
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PART -C
POSSIBLE QUESTIONS
1. Define the term ‘project’. How will you classify the projects?
2. Define project report. Why is a project report prepared?
3. What do you mean by project identification? Discuss the process involved in project
identification?
4. Describe the various contents of a project report?
5. Prepare a project report for starting a small scale soap manufacturing unit.
6. While adjudging the viability of your proposed project, what factors you will take
into consideration.
7. Determine the significance of project formulation and its evaluation.
8.  Explain the term project feasibility analysis.
9. Elaborate the various errors involved in project formulation.

10. Briefly explain the Planning commission’s guidelines for formulating a Project report.
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UNIT II - PROJECT FORMULATION

Multiple Choice Questions (Each Questions carries ONE Mark)

S.NO QUESTIONS Option 1 | Option 2 Option 3 Option 4 |[ANSWERS
UNIT -1l
A project appraisal is made statement  [seen appraisal executed executed
1 [for projects.
A is one of the methods of |statement | goals Market aim oriented |Market analysis
, project appraisal. analysis
Financial analysis is one of the methods Produce Goal project Marketing Goal
3 |of of the company achievement |appraisal. Achievement
A will be product firm data goals product
A estimated for to anticipate sales profit.
A has to be properly assessed. depreciatio | working collection goals working capital
n capital
5
A is the most important to |seed capital |report project finance finance
start a enterprise.
6
is the second stage in life cycle [plan segment growth business growth
7 |segmentation.
is the heart of the project Project idea |Project Project design |Project Project design
8 identification selection




The commercuial started to cater |banks industries Offices Companies [banks
industries
9
There are stages in project life cycle one two Three four three
10
. Input, . input, output . input, output and
output and |input, output  [and social cost [input, output |[social cost and
11 [What are the the 3 basic dimensions of a project? |process and materials |and benefits and features [benefits
Dic s funds is provided state small central all central
12 |by government.
3 A project repoort is like a road Map project statement report Project report
A project report describes the direction of goals data enterprise all enterprise
14 |the
A project report is formal written oral all written
15 |a sta
A project report is a document |[statement form all document
16 |operating
A project report contains form informations  [data none informations
17 |general
A includes name and firm people bio data company. bio data
18 [address of the entrepreneur.
Aanalysis of industry comes under details profile data none profile
19 [industry
A details include product |product firm company all product
20 [|utility.
A site includes the location of the collection |enterprise location none enterprise

21




Aphysical infrastructure raw report project all raw materials
22 lincludes materials
’8 Autilities include details firm power none power

A transport facility is an power firm details utilities utilities
24

A physical infrastructure project report skilled labour | utilities skilled labour
25 [includes

A common utilities repair firm power all repair shops
26 [include shops

A communication facilities repair firm telephone none telephone
o7 include shops

A is an communication repair telex tele data telex
28 [facilities. shops

A Research and development should be project enterprise data goals project report
29 [included in . report

A Project report is like a road Project format statement map map
30 report

A is a common utilities.  [repair firm welding shops | all welding shops
31

One of the utilities include details firm fuel none fuel
32

A project report includes the form potential data none potential
33 |market of the product.

A project report includes the price potential data potential price

34

expected of the product.




A project report includes the demand and price position data potential position
35 [supply
A project report includes the market . fform potential strategy none strategy
36
Aprovisions will be made for form potential data after after
37 sales service.
A should be mentioned in form potential transportation |none transportation
38|project report.
A should also form Finance data none Finance
39|bementioned in project report.
The requirement of should working enterprise data goals working capital
also be mentioned in project report. capital
40
Sources of should also be working Supply data goals Supply
41 |mentioned in project report. capital
A Statement indicates the working Supply Cash flow goals working capital
financial position. capital
42
A working Supply balance sheet | goals balance sheet
Statement indicates the financial position. capital
43
A working Supply balance sheet [Break even [Break even point
44 indicates the Percentage of sales. capital point
Environmental working damage data Supply damage
should also |capital

45

be mentioned in project.




A use to get better insights. working CPM data goals CPM
capital
46
A PERT use to get better form potential Insights none Insights
47
A plan contains data. marketting [potential Insights Insights marketting
48
A Should be estimated.. working Cost data goals Cost
49 capital
One of the market aspect is Sales potential transportation |none Sales channel
channel
50
Production requirements include working CPM working capital | CPM working capital
51 capital
Which of these properties will include in the Indirect CPM data goals Indirect cost
52 [report? cost
Find the odd man out? form Finance data Personnel Personnel
manager manager
53
Capital requirements include working CPM Land all Land
54 capital
A is a set of symbols. working  [network data goals network
55 capital
A is a Capital requirements working  [CPM building none building
56 capital
A should be allowed. depreciatio | enterprise data goals depreciation
57 n




The CPM was developed USA India Russia all USA
58 [in
A ascertains the time schedule of PERT CPM PCM REPT CPM
59 |activities.
A CPM operates planning  [retrain assumption none assumption
60|on
A CPM cannot be used as planning  [device assumption none device
61 operating
A CPM time estimates are not based on statistical | enterprise data goals statistical
62 analysis.
A project means assessment of a statement  |seen appraisal all appraisal
63 |project.
A project appraisal is made for statement [seen appraisal executed executed
64 |projects.
A is one of the methods of project [statement | goals Market all Market analysis
65 |appraisal. analysis
A financial analysis is one of the methods goals Market analysis | project all all
66 |of . appraisal.
A will be estimated for to anticipate | product firm data goals product
67 |sales profit.
A has to be properly assessed. depreciatio | working collection goals working capital
68 n capital
A is the most important to [seed capital [report project finance finance
69 |start a enterprise.
A is the second stage in plan segment growth none growth
70|life cycle segmentation.
A decline stage comes in . life cycle | life cycle [segment growth none life cycle
segmentation. segmentatio segmentation.
71 n.
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UNIT-III — INSTITUTIONAL SERVICE TO ENTREPRENEUR

Institutional Service to Entrepreneur - DIC - SIDO - NSIC - SISI - SSIC - SIDCO -

-ITCOT - IIC - KUIC and Commercial Bank.

INSTITUTIONAL SET UP

The 'District Industries Centre' (DICs) programme was started by the central government
in 1978 with the objective of providing a focal point for promoting small, tiny, cottage and
village industries in a particular area and to make available to them all necessary services and
facilities at one place. The finances for setting up DICs in a state are contributed equally by the
particular state government and the central government. To facilitate the process of small
enterprise development, DICs have been entrusted with most of the administrative and financial
powers. For purpose of allotment of land, work sheds, raw materials etc., DICs functions under
the 'Directorate of Industries'. Each DIC is headed by a General Manager who is assisted by four
functional managers and three project managers to look after the following activities :
Activities of District Industries Centre (DIC)

1. Economic Investigation

il. Plant and Machinery

1il. Research, education and training
v. Raw materials

v. Credit facilities
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Vi. Marketing assistance

vii.  Cottage industries

Objectives of District Industries Centre (DIC)

The important objectives of DICs are as follow :

1. Accelerate the overall efforts for industrialization of the district.

ii. Rural industrialization and development of rural industries and handicrafts.

iii. Attainment of economic equality in various regions of the district.
iv. Providing the benefit of the government schemes to the new entrepreneurs.
v. Centralization of procedures required to start a new industrial unit and minimisation- of
the efforts and time required to obtain various permissions, licenses, registrations, subsidies
etc.

FUNCTIONS OF DISTRICT INDUSTRIES CENTRE (DIC)

1. Acts as the focal point of the industrialization of the district.

ii. Prepares the industrial profile of the district with respect to :

1ii. Statistics and information about existing industrial units in the district in the large,
Medium, small as well as co-operative sectors.

iv. Opportunity guidance to entrepreneurs.

v. Compilation of information about local sources of raw materials and their availability.

vi. Manpower assessment with respect to skilled, semi-skilled workers.
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vii. Assessment of availability of infrastructure facilities like quality testing, research and

development, transport, prototype development, warehouse etc.

viii. Organizes entrepreneurship development training programs.

ix. Provides information about various government schemes, subsidies, grants and assistance

available from the other corporations set up for promotion of industries.

x. Gives SSI registration.

xi. Prepares techno-economic feasibility report.

xii. Advices the entrepreneurs on investments.

xiii. Acts as a link between the entrepreneurs and the lead bank of the district.

xiv. Implements government sponsored schemes for educated unemployed people like

PMRY scheme, Jawahar Rojgar Yojana, etc.

xv. Helps entrepreneurs in obtaining licenses from the Electricity Board, Water Supply

Board, No Objection Certificates etc.

xvi. Assist the entrepreneur to procure imported machinery and raw materials.

xvii. Organizes marketing outlets in liaison with other government agencies.

The concept of District Industries Center came during the year 1977, when Government of
India announced the new Industrial policy on 23.12.1977. It laid special stress on the
development of Small Scale, Village and Cottage Industries and indicated that the "District

Industries Centre" would be the main focus agency for promotion of small scale, village and
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cottage industries. In each district, one agency was created to deal with all requirements of small

and village industries.

ADMINISTRATION

Joint Director is the head of the District Industries Centre. The post of Joint Director is of
the rank of Special Deputy Commissioner (Revenue). The Joint Director is assisted by Deputy
Director/ Assistant Director, Industrial Promotion Officer and Industrial Extension Officer at

taluk level.

Monitoring of DICs

The functions and activities are monitored by the Directorate of Industries and Commerce.

FUNCTIONS

Linkage with Research Institutes like CMERI/CGCRI/NML/CFTRI etc. for gradation and

innovation technology up Financial Assistance for modernization of Unit.

1. Skill development training through own workshop/ organisation like SISI, PDTC/ Coir

Board/ETDC.
2. Managerial capability improvement through training, workshop, seminars.
3. Export assistance.
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4. In plant study of their SSI Units.

5. Standardization of products.

Sick unit Revitalization.

National level awards for innovative products/ outstanding growth/ exports etc.

Promotion of products under Non-conventional Energy Sources.

Assistance under Coir development Schemes.

Registration of Industrial Co-operative and financial assistance to them.

Pollution control.

Assistance  under schemepromoted by W.B.Minority Dev. Finance Corporation/

KVI

Commission/ Board and such other organisations.

Single window assistance through SIDA and District Industries Centers.

BSALI Loan for Cottage Industries.

Design & Product Development for Handicrafts.

Awards to Handicrafts Artisans.
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INSTITUTIONAL SUPPORT FOR SMALL-SCALE RURAL PROCESSING

ENTERPRISES: THE CASE OF INDIA.

INTRODUCTION

In India, the latest definition of a small-scale industry (SSI) is any unit with an upper
limit on investment (in plant and machinery) of from Rs. 0.20 million to Rs. 0.35 million in the
case of SSI and Rs. 0.45 million in the case of ancillary units. What is called the village and
small industries (VSI) sector comprises both traditional and modern small industries; it is
constituted by eight specific groups viz. Handloom, Handicrafts, Coir, Sericulture, Khadi,
Village Industries, Small-Scale Industries and Powerlooms. The last two items constitute the

modern group of industries, the others being traditional.

In the economic development of India, a strategic position has been given to the development of
village and small industries (VSI) which constitute an important segment of the overall economy.
Next to agriculture, the VSI sector provides the greatest employment opportunities, a
considerable portion of which is in rural and semi-rural areas. It contributes about fifty percent of

the value added in manufacturing.

India's overall policy on all industrial development is contained in the Industrial Policy
Resolution of 1956, as amended from time to time. New priorities have been developed as and
when required including some designed to reduce the basic handicaps of small-scale industries.

The latest of these is the Industrial Policy of July 1980 which alms to harmonise growth in the
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small-scale sector with that in the large and medium sectors and to remove the dichotomies

between the two sectors.

During the sixth plan period (1979-80 to 1984-85) production in this sector increased
from Rs. 335380 million to Rs. 657300 million at current prices and employment from 23.37
million to 31.50 million persons. The latter figure represents nearly 80 percent of the entire
industrial employment. Of this total, modern small-scale industries employ 9 million people;
next in importance is the handloom subsector which employs about 7.5 million people. During
the seventh plan period. The total value of production of the VSI sector is expected to increase
by about 52.4 percent and employment by 27 percent to 40.0 million. The seventh plan also lays
emphasis on the necessity of providing a new thrust for tiny units having fixed investment of less
than Rs. 0.2 million. They form nearly 90 percent of the total number of small-scale industrial

enterprises.

INSTITUTIONAL FRAMEWORK

Official Assistance Institutions

For developmental purposes, the entire field of village and small industries has been grouped

broadly under six different areas.

Each area comes under the overview of one of the following organizations set up by the Central

Government:
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a) The Small-Scale Industries Board

b) The Khadi and Village Industries Commission

c¢) The All India Handicrafts Board

d) The Central Silk Board

e) The Central Coir Board

f) The All India Handloom Board

The last three have specialist responsibilities reflected in their names. They will not be discussed

further in this paper.

The Small-Scale Industries Board is chaired by the Union Minister of Industry with the
Development Commissioner for Small-Scale Industries (DCSSI) as its Member Secretary. Other
union ministries, state governments, SSI associations, financial institutions, eminent
industrialists etc. are represented on the board. As the Secretariat of this board the office of the
DCSSI (also known as Small Industries Development Organisation (SIDO)) is the nodal agency
for formulating, coordinating and monitoring the policies and programmes for promotion and

development of small-scale industries in the country.

Facilities are provided by SIDO through a network of 26 small industries service
institutes (SISIs), 20 branch institutes, 40 extension centers, product and process development
centres, production centers, field testing stations etc. in areas where specific types of industries

are concentrated.
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A range of specialized institutions have been set up for providing assistance to SSIs. These are
the National Small Industries Corporation, the National Institute for Entrepreneurship and Small
Business Development, the Small Industries Extension Training Institute, Integrated Training

Centre, and several centers or institutes on tools design and training.

Operating in parallel to SIDO is the Khadi and Village Industries Commission (KVIC).

Which is a government-financed statutory body responsible for selected types of village
industries including Khadi. The national KVIC formulates the broad pattern of development
needs of the village industries many of which are in the “tiny” category and are traditional.
Similar action is taken by the state level KVI Boards which are jointly funded by the respective
State Governments. The KVIC also operates through registered institutions and Cooperative
Societies which are directly financed by the KVIC or partly through respective State

Governments depending on whether they serve more than one state.

Khadi is traditional Indian cloth which is fully handmade.

AN ESSENTIAL FORM OF TRANSPORT IN COUNTRY DISTRICTS

All-India Handicraft Boards are a third set of national institutions which oversee
implementation of small industry programmes. Some states have also set up Handicrafts
Development Boards to supplement the activities of the All India Organisations. In areas of
concentration of particular handicraft items, Research and Development Centres, Design Centers

etc. are established. Small Enterprises' Organisations
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The large number of official assistance institutions at national, state, and lower levels still
have problems in reaching their dispersed clientele. Small industries have attempted to facilitate
access by grouping themselves into associations. Such associations also provide direct assistance
to their members but their most important role is probably that of lobbying for small-industry
interests in dealings with the authorities. The most prominent VSI organisations are outlined

below.

At the top is the Federation of Associations of Small Industries of India (FASII),
established in 1959, whose main aim is to promote the development of small-scale industries.
The Federation has set up functional and industry-wise panels at national and regional levels
which are consulted by the central and state governments in framing policies and providing
assistance to SSI units. Recognised as the national apex body, FASII has been given
representation on all committees of the Central Ministries as well as State Governments. The
federation has played an important role in changing the definition of small industry, seeking
reservation of items for exclusive SSI production and supply and negotiating a host of other
concessions to small industries. Membership includes associations at all levels, prominent
individual units, and industry-specific associations. Small-Scale Industry Cooperatives have been
organised in almost all fields of village and small industries. In the case of many subsectors the
progress has not been significant so that there are still under 0.1 million cooperatives. At the
national level, a National Federation of Industrial Co-operatives (NFIC) exists which assists in
local and overseas promotion and marketing of cooperative products and imports scarce raw

materials, components and goods for its members. Societies at state and regional or district levels
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and large primary societies are members of the NFIC while the Government of India and the
State Trading Corporation are shareholders. The Federation concentrates marketing attention on

a few priority products (wood carvings among them).

There is also a National Alliance of Young Entrepreneurs (NAYE) which works to
safeguard the interests of young entrepreneurs; it has a special wing for women entrepreneurs.

The Alliance is represented in the metropolitan cities and in all states.

Assistance to small industries development

India provides a wide array of assistance programmes to promote small industry

development. They can perhaps be conveniently grouped under four headings as follows:

- Assistance in expanding markets (including preference in purchasing by government; support in
joint tendering for government purchase contracts; price preference; and reservation of certain
product lines or industries for only small-scale manufacturers).
- Supply of essential raw materials.
- Provision (and subsidy on cost) of finance for investment and working capital.
- Provision of technical assistance and other advisory services.

Policy and implementation bodies along all these lines exist at national and state levels and
sometimes also lower down. Many forms of assistance are given from the large variety of
institutions but an attempt has been made to provide “one window” be assistance through

District Industries Centres which directly provide all assistance or at least coordinate it.
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ASSISTANCE IN EXPANDING MARKETS

Reservation for small industries of certain items is a policy whereby the central
government and many national organizations buy exclusively from the SSI sector in order to
solve the market difficulties of the SSI units. As at the end of March 1984, 404 items were
included in the list for exclusive SSI supply. It gives the list of forest-based products which fall
into this group. In addition, there were 12 items to be preferentially procured from SSI units up
to 75 percent and 25 items up to 50 percent of total requirements. Central government also offers

15 percent price preference to tenders by SSI; many states offer the same.

Government has also recognised that since individual SSI units are scattered throughout
the country and their resources are limited, they find it difficult to participate in government
stores purchase programmes even if certain items are reserved for them to supply. It accordingly

allows state SSI corporations to tender on behalf of the small-scale units.

Government also reserves certain industries or product lines for exclusive manufacture by
the small-scale sector provided that such articles/goods can be produced economically by small
enterprises. The total number of items so reserved stood at 126 in 1968 but had reached 872 in
1984. Table 27 gives the list of forest-based products which fall into this group. In the case of
other items reserved for production in the SSI sector but not included in the list of items for

exclusive or preferential purchase, a 15 percent price preference is given.
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The combined effect of the above favorable discrimination in marketing and market
opportunities has been to increase the small industry share in government's total indigenous

purchases from about 7 percent in 1973/74 to 12 percent by 1983/4.

A facility which mostly aims at expanding small industry markets but also helps in
promoting their technological improvement is “ancillarisation”. Under this scheme, a small
industry is deliberately created to be or is transformed into being an ancillary of a larger industry
on a formal sub-contract basis. The incentives for the large industry include access to cheaper
loans, assured raw material supply etc. The programme is run by state level ancillary advisory
committees which also plan and provide infrastructural facilities. The Committees include
representatives of large industrial units, public sector undertakings, private sector associations of
industries, development agencies, financial institutions, and ancillaries themselves. Plant level
committees on ancillary development also exist in public sector undertakings and large industrial

houses.

SUPPLY OF ESSENTIAL BUT SCARCE RAW MATERIALS

Policy favours imports where they give further impetus to exports and support the
growth of indigenous industries. During the period 1982-84, the share of SSI in total value of
industrial-input imports averaged 26-28 percent, the rest having gone to larger industries. Out of
the licenses issued for the SSI sector in 1983/84, those for raw materials/components accounted
for 59 percent by value. Scarce indigenous raw materials are allocated to State Small Industries

Corporations (SSICs) at the beginning of each year for distribution to SSIs as needed. This
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arrangement enables the SSI units to obtain their requirements on an as and when required basis.
The assured supply of scarce raw materials enables SSI units to plan their production programme

well in advance.

Provision of subsidized finance

Financial outlays by central and state governments to VSI grew from Rs. 52 million in
1951/56 to Rs. 6161 million in the 1980/85 development plan. The proposed figure for 1985/90
is Rs. 11205 millions. These government financial outlays form a minor portion of the total flow
of funds to the SSI sector. Much larger resources are provided by the network of Commercial
Banks, Cooperative Banks and Regional Rural Banks, State Financial Corporations, State

Industrial Development Corporations, and the National Small Industries Corporation.

There has been consistent growth in the availability of credit facilities extended by
Commercial Banks. During the 5-year period of 1979/83 the annual disbursement had nearly
doubled in volume to Rs. 50506 million lent to 1.23 million enterprises. Such loans are covered
by the Industrial Development Bank of India (IDBI) under its refinance scheme. All loans up to
Rs. 0.5 million are covered by the automatic refinance scheme at the concessional rate of

interest.

State Finance Corporations also lend to the VSI sector (also eligible for refinance by
IDBI at concessional rate of interest). The IDBI itself lends heavily to SSI: the total assistance

provided by it to the VSI sector up to March, 1986 was Rs. 52850 million. Its annual financing
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has doubled between 1979/80 and to 1982/83 when it reached Rs. 2902 millions, which included

refinancing of advances made by other institutions.

The interest rate charged by IDBI for refinance differs for various purposes. It is as low
as 6 percent in specified backward areas but range between 8.25 and 9.58 percent in non-

backward areas.

The IBDI is the apex financial institution providing assistance to industries of all types
and sizes. The SSI sector's share in IBDI disbursements has increased from nearly 16 percent
during 1970/75 to about 31 percent in 1980/85 and IDBI has now established a separate Rs. 25
billion fund called “Small Industries Fund” to take over the bank's own existing and future

assistance to SSIs. This new fund is expected to pay particular attention to “micro” industries.

In order to ensure that financial institutions do lend to small-scale industries, the Reserve
Bank of India requires all Commercial Banks and other financing institutions to ensure that at
least 12.5 percent of the total credit advances is reserved for weaker sections like rural artisans,

village craftsmen, or cottage industries.

Some specialization exists in types of lending: the commercial banks provide the bulk of
short-term advances to SSI units and the state finance corporations provide long-term loans. Both
types of finance are made available at relatively low rates of interest for the SSI sector, the

present schedule being as under:
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Type of loan (%) Rate of interest

Composite loans up to Rs. 25,000

1) Backward areas 10.0

i1) Other areas 12.0

Short-term advances

1) Up to Rs. 0.2 million 14.0

i1) Over Rs. 0.2 million to Rs. 2.5 million 16.5

ii1) Above Rs. 2.5 million 18.0
Term loans

1) Backward areas 12.5
i1) Other areas 13.5
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The financing referred to so far is available for a wide range of purposes. Additional
specific modes of financing are adopted to cover purchase of machinery and to encourage growth
of VSI into the medium-scale sector: these include a bills rediscounting scheme; provision of
seed capital; interest-free sales tax loans; national small industries corporation hire-purchase; and

state investment subsidies.

The bills rediscount scheme is operated by the Industrial Development Bank of India
which covers bills/promisory notes arising out of sales of indigenous machinery on a deferred
payment basis. Bills/Promisory notes drawn in favour of or by the machinery manufacturers are
in the first instance discounted by them with their banks which in turn rediscount these bills with

the IDBI at concessional interest rates of from 9 to 10.25 percent.

IN INDIA, TREE PLANTING CLOSE TO SSE'S ALSO RECEIVES OFFICIAL

SUPPORT

Seed capital is provided by the government for technically or professionally qualified or
skilled SSI entrepreneurs who want to expand to medium scale. The seed capital is an interest-
free equity loan carrying a service charge of one percent p.a. and an initial moratorium of up to 5

years.

Small enterprises expanding into medium scale units are also eligible to get an interest-
free sales tax loan equivalent to the sales tax paid by them for a period of 3 years prior to
proposed expansion. This loan is repayable in three equal annual instalments after a moratorium

of six years.

Prepared by G. Sumathi, Assistant Professor, Department of Management, KAHE. Page 17/35



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: IIT B.COM (PA) COURSE NAME: ENTREPRENEURSHIP AND
PROJECT MANAGEMENT

COURSE CODE: 16PAU602A UNIT III SEMESTER: VI BATCH : 2016 -2018

The National Small Industries Corporation enables the SSI sector to obtain local or
imported machinery and equipment through its long-term hire purchase scheme.The SSI
generally deposits 10 percent of the value of the machinery and this outlay is eligible for

refinance from IDBI at concessional rates of interest.

Finally, the government encourages rural fixed investment by paying a 15 percent
subsidy or Rs. 1.5 million (whichever is less) for SSI units set up in notified backward areas and
new industrial complexes in selected places. Some State Governments also pay subsidies of
varying generosity to selected priority categories of industries set up in areas not covered by

Central or State level subsidy schemes.

It is clear from the foregoing information on finance that many incentives are provided.
In order to control the direction of industrialization, the incentives are sometimes made selective
in nature when the government feels that (a) a subsector is overcrowded (b) the activities are not
essential and socially beneficial in nature or (c) attraction of private initiative is high even
without incentives due to the industry's potential profit earning capacity. Precaution is also taken
to ensure that the enterpreneur has sustained and continued stake and interest in the project. The
entrepreneur is therefore required to make a minimum contribution which ranges from 15

percent for “technocrat entrepreneurs” and for all backward areas, to 20 percent in other cases.

To reduce waste of resources, government also insists that the financing institution make
a detailed technical and financial appraisal of the project before sanctioning assistance. In order

to ensure prompt repayment, a penalty of 5 percent per annum is levied on the defaulted portion
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of loans. There is also a commitment charge of one percent payable by the entrepreneur (0.5

percent in backward areas). Banks retain first claim on fixed assets created from their loans.

PROVISION OF TECHNICAL ASSISTANCE AND GENERAL ADVISORY SERVICES

A systematic review undertaken during the mid-seventies revealed that the benefits of the
SSI programme were, by and large, limited to those situated in urban and semi-urban areas and
were used mainly by modern mechanized SSI units. It was therefore decided to create District
Industries Centers as focal points for industrial development in every district of the country. The
functions of these District Centers (whose costs are shared equally by central and state
governments) are: to coordinate promotion of small, tiny, village and cottage industries; to
provide all services and support at pre-investment, investment and post-investment stages to the
decentralized industries sector under a single roof; to provide incentives for industrial units to be
set up in rural areas which will mainly supply local markets and use local raw materials and

skills.

Each district centre can have functional managers for Economic Investigation, Credit,
Village Industries, Raw Materials, Marketing, Training Information, Infrastructure etc.
depending on the local need. Technical assistance in each field is obtained from the nearest

Small Industries Service Institute.
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The vital aspect of this programme is the “single window concept” and delegation of powers to

the local level in respect of administrative, financial, and external trade matters.

It 1s now reported that the District Industries Centers (which are spread over the entire
country), have not fulfilled all their tasks. It appears that they need to be strengthened and given

adequate inputs for establishing small units in rural areas.

A second thrust of assistance is entrepreneurial development. This started in the 1960s
with training of unemployed but technically qualified engineers. Subsequently the scheme was
expanded to cover different types of entrepreneurs such as (a) agriculturists who had sufficient
capital but did not know investment channels, and (b) merchants who desired to also

manufacture their own goods.

Funding for entrepreneurial development training is given to small industries service
institutes, the National Small Industries Corporation, State Directorates of Industries and
technical colleges. A National Institute for Entrepreneurship and Small Business Development
was established in 1983 with responsibility for training programmes for motivators, trainers and
entrepreneurs themselves and for research and development in entrepreneurship and small
business management. In due course, regional and state level training institutes are to be

established.
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A new scheme for unemployed rural youths to be converted into entrepreneurs has now
been started. It is implemented by District Industry Centers. Once they “graduate,” youths obtain
a bank loan which attracts a capital subsidy of 25 percent payable by the Government to the
lending bank at between 10-12 percent p.a. interests. Tiny and artisanal units will form the bulk

of the clientele.

Industrial estates are a third line of assistance. By grouping SSI units, the programmers
enables development authorities to establish common service centers and facilitates the
dissemination of modern production techniques. In several industrial estates, economies have
been achieved through collective purchase of raw materials and other collaboration. Within the
industrial estates occupants of factory sheds are helped to own them through easy hire-purchase
terms. There are also concessional charges for transport, water and power; temporary exemption
is authorized from sales-tax and duties on specified goods and services for certain categories of

industries.

Special assistance is provided to encourage location of industry in backward areas. The
special loan interest rates have been mentioned earlier but other incentives include preferential
treatment in the grant of industrial licences and outright subsidy on fixed capital investment.
More than half the districts in the country are considered backward and therefore eligible for

concessional finance of which 101 are entitled to even greater subsides than the rest.
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To differentiate by degree of backwardness, the industrially backward areas have now been
categorised into three strata which attract subsidies ranging from 10 to 25 percent. The new
format has been so successful that in certain areas some of the concessions have had to be

withdrawn so as to avoid overcrowding of industrial units.

SOME REMOTE AREAS NEED THIS METHOD OF LOGGING FOREST-BASED

SMALL-SCALE MANUFACTURING

Among the village industries scheduled for development by KVIC are the following
forest based industries: collection of forest plants and herbs for (mostly medicinal purposes);
cane and bamboo processing; gums and resins; khattha manufacturing; and shellac industry.
These industries utilise minor forest produce which are under the control of State Forest

Departments.

The Khadi and Village Industries Commission (KVIC) helps individual entrepreneurs
directly or through State Departments/agencies. However, in the absence of assured and
sustained raw material supply and a regular and profitable market for the collectors, these
industries may have created much employment but have generated little additional income. The
technologies required to make these industries more successful are still to be propagated

extensively amongst the tribals who are the main beneficiaries.
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With regard to collection of forest plants and herbs a very large proportion of the plants is found
in temperate regions and at high altitudes in the Himalayan and sub-Himalayan ranges and
scattered in other hilly tracts in Assam, Kerala etc. The traditional established pattern of
collection by tribesmen continues; produce reaches the dealers in towns and villages through
middlemen who have regular dealings with the tribal people, lend them money, purchase their

forest produce and supply them with other goods, often by barter.

There has been indiscriminate exploitation of both the resources and the tribesmen in the
past. Space distribution, difficulty of access to and high cost of transport to reach the natural
habitat of the plants, extermination of the rare plants, and incorrect identification of the genuine
plants are among difficulties faced in this industry. It is in this context that the Khadi and Village
Industry Commission and other agencies moved to organize the tribal’s into cooperatives which

can obtain benefits directly for their members instead of through middlemen.

The cane and bamboo industry is widespread in India since the raw materials occur
everywhere and are associated with many aspects of rural activity. The availability of canes in
India is meager compared to its requirements. The chief uses are for making furniture, baskets,
handles for umbrellas, and mats. Industries based on gums and resins, and hath (a medicinal
extract of Khair tree heartwood) are relatively minor relative to cane/bamboo and collection of

herbs. Shellac, which employs over a million people, is more prominent.
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With regard to wood processing, there are nearly 8 000 units producing wood products in the
small-scale sector employing 0.29 million persons or about 1 percent of the SSI employment
total. The average employment per unit works out to 4.2 persons compared to the SSI sector
average of 6 persons. The average investment in plant and machinery for a woodworking unit is
Rs. 19 184 which is only 40 percent of the average for the whole SSI sector. The much smaller
size of enterprises in the forest-based sector suggests that of the existing assistance programmes,

the most relevant in many cases will be those designed for “tiny” units.

The location of many residual forest resources in relatively isolated localities also suggests that
many forest-based SSI may have “backward area” status and so attract the additional support this

status entitles them to.

It is interesting to note the position occupied by the sub-group “wood products” in SSI sector.
Table 25 shows the all-India proportions in terms of number of units, employment and
investment for 1983; it shows that wood products accounted for 9 percent of SSI enterprises, 6.7

percent of the labour force and 5.7 percent of investment.

Many forest-based SSI enterprises would be entitled to the extra privileges and assistance to
“tiny” units since they tend to have only up to Rs. 0.2 million investment in machinery and

equipment.
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NATIONAL SMALL INDUSTRIES CORPORATION (NSIC)

There are number of ways in which we help small business. We help them get assistance
from the Credit Guarantee Trust Fund, if banks have been reluctant to lend them money. Small
businesses can become suppliers to Government departments through the single point
registration scheme that we run. Under this scheme, SMEs are exempted from payment of tender
costs, earnest money and waiver of security deposit upto the monetary limit for which the unit is
registered with NSIC. We have entered into Memorandum of Understanding (MoU) with various
nationalized and private sector banks. Through syndication with these banks, NSIC arranges for
credit support from banks without any cost to MSMEs. We also provide assistance for
marketing, raw material procurement and are in the process of developing an e-commerce portal
called msmemart.co.in, which will be an e-marketing portal that can be used by both B2B and
B2C businesses to reach their customers. You have to pay an annual charge of Rs 5,000 and we
will give you space to put up information about your products and services. You can put your
conditions, prices, decide delivery schedules and so on. The website will cater to both domestic

and international businesses that operate in the MSME space.

One of the things I am very proud of is the incubator centre that NSIC runs. Our incubator
centre is very different from those run by IITs. Here it is not just ideas that get incubated, but this
is a centre which provides a completely simulated environment for running a business. Exposure
is given in all areas of business operations such as business skills development, identification of

appropriate technology, hands on experience on working projects, project / product selection,
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opportunity guidance including commercial aspects of business. Low cost project technologies
required for setting up new small business enterprises are also displayed in working condition.
Budding entrepreneurs can enroll for a three-month course that we provide at the incubation
centre and get to experience live the mechanics of running a business. At the end of the course
everyone gets a course completion certificate that can be used by entrepreneurs to avails various
benefits. It entitles them to benefits like getting a loan, etc. that I mentioned earlier. Anyone can

enroll for this course; even school and college dropouts can join the course.

SMALL INDUSTRIES DEVELOPMENT ORGANIZATION (SIDO)

The Small Industries Development Organization (SIDO) is the national SME
Development Agency of India. It is a major constituent of the Ministry of Small Scale Industries
of the Government of India. A senior official of the Government of India, who is designated as
the Development Commissioner for Small Scale Industries (DCSSI), heads SIDO. He is also the
ex-officio Additional Secretary in the Ministry of Small Scale Industries; that is, he is second in
command in the bureaucratic hierarchy of the Ministry. Set up in 1954, SIDO provides services
to small industry throughout the country by implementing a broad program of activities and

services including the following:

Entrepreneurship Development

Tool Room Services

Testing Centres
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Extension Services

R&D Services

Consultancy Services

Policy Development

The strength of SIDO lies in its countrywide spread of almost 100 offices/service centres, which

employ over 2500 staff, mostly technical.

SIDO partners and networks with other national providers of support and financial services to
SMEs such as the Small Industries Development Bank of India (SIDBI), the National Small
Industries Corporation (NSIC), the Bureau of Indian Standards (BIS), the Reserve Bank of India
(RBI) (India's Central Bank) and relevant agencies of the Governments of the 28 States of the

country.

The Government of India essentially funds SIDO but, of late, some its activities (such as Tool

Rooms, Testing Centres and Consultancy Services) are becoming increasingly self-sustaining.
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INTELLECTUAL PROPERTY RIGHTS (IPRS) AND SIDO

By the late 1990s, when IP related issues were becoming important for Indian industry, SIDO
decided that educating and enabling the SMEs in the country to take best advantage of the IP
system should be one of its key priorities. In 2000, an IPR Cell was set up at SIDO. SIDO was
fortunate to have already on its rolls an officer who, till some years ago, had been a patent
examiner at the National Patent Office of India. He became the pivot of the IPR Cell. The Cell
was lean, with two part time officers, one full time officer and secretarial assistance. The part
time officers continued to have other responsibilities but these were somewhat reduced. The
primary task of the IPR Cell was disseminating information on [IPRs amongst SMEs with a view
to enable them to get a better understanding of how IPRs impact upon business strategy and
success in the marketplace. Within this broad mandate, the Cell was required to evolve its own

mode of working.

FUTURE STRATEGY

SIDO will continue to organize general and industry specific workshops on IPRs, as in a country
of India's size, 25 workshops are completely inadequate. The industry specific workshops will
tend to be in or near corresponding industry clusters. In cooperation with the SMEs Division of
WIPO, action has been initiated (in September 2003) for customizing WIPO's Guide on
Trademarks for SMEs ("Making a Mark") , based on Indian trademark law, practice, and
illustrations/examples. On the anvil are workshops of 'training of trainers so that in each of its

offices, SIDO is able to position at least one officer who is IP savvy. This is likely to be a
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residential program of one-week duration involving master trainers from WIPO, SIDO's resource
person and external faculty such as IP attorneys and University Professors of IPRs in India. A
national workshop on issues of IP evaluation and valuation, acceptance of IP as collateral and

financing the creation of IP assets is also envisaged in early 2004.

SIDO's endeavor for creating IPR awareness is part of a larger plan for the internationalization
and enhancing the competitiveness of Indian SME:s in a globalizing marketplace. Other elements
of this plan include upgrading technology, superior infrastructure, adoption of quality systems,

marketing support and credit facilitation.
SMALL INDUSTRIES SERIVICE INSTITUES

At the heart of all agencies dealing with development of small industry is small industries
development organization, SIDO. It was originally know as central small industries organization

(CSIO). Attached to the ministry, SIDO administers small industries service institute (SISI’s).

The small industries service institutes (SISI’s) are set-up one in each state to provide consultancy
and training to small and prospective entrepreneurs. The activities of SISs are co-ordinate by the
industrial management training division of the DC, SSI office (New Delhi). In all there are 28

SIST’s and 30 Branch SISI’s set up in state capitals and other places all over the country.

SIST has wide spectrum of technological, management and administrative tasks to perform.
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FUNCTIONS OF SISI

1. To assist existing and prospective entrepreneurs through technical and managerial counselling

such as help in selecting the appropriate machinery and equipment, adoption of recognized

standards of testing, quality performance etc;

2. Conducting EDPs all over the country;

3. To advise the Central and State governments on policy matters relating to small industry
development;

4. To assist in testing of raw materials and products of SSIs, their inspection and quality control;

5. To provide market information to the SISI’s;

6. To recommend SSI’s for financial assistance from financial institutions;

7. To enlist entrepreneurs for partition in Government stores purchase programme;

8. Conduct economic and technical surveys and prepare techno-economic feasible reports for

selected areas and industries.

9. Identify the potential for ancillary development through sub-contract exchanges;

10. Organize seminars, Workshops and Industries Clinics for the benefit of entrepreneurs.

The Small Industries Service Institutes have been generally organizing the following types of

EDPs on specialized courses for different target groups like energy conservation, pollution

control, Technology up-gradation, Quality improvement, Material handling, Management

technique etc. as mentioned earlier.

Prepared by G. Sumathi, Assistant Professor, Department of Management, KAHE. Page 30/35



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: IIT B.COM (PA) COURSE NAME: ENTREPRENEURSHIP AND
PROJECT MANAGEMENT

COURSE CODE: 16PAU602A UNIT III SEMESTER: VI BATCH : 2016 -2018

General EDP for educated unemployed youth, ex-service personnel etc. for a duration of four
weeks. In these programmes, classroom lectures and discussions are held on issues such as
facilities and assistance available from State and Central government agencies, banks, financial

institutions and National Small Industries Corporation.

Apart from this, exposure is given information regarding market survey, product identification
and selection, technologies involved, management of small enterprises, particularly in matters

relating to financial management, marketing, packaging and exports.

The participants also interact with successful small scale entrepreneurs as a part of their
experience sharing Information of quality; possibilities of diversification and expansion are also

given.

The entrepreneurs are helped to prepare Project Reports based on their own observations and
studies for obtaining financial assistance as may be required. Such courses have benefited many

entrepreneurs to set up units of their own choice.

INDIAN INVESTMENT CENTRE

"Indian Investment Centre'" Indian Investment centre company is built on the strength
of our client relationships. We have been providing real estate investment service nationally to
Institutional clents,NRI's and Indian individuals for more than 5 years. IIC's staff of more than
40 seasoned real estate investment professionals is focused on understanding and meeting our

clients needs. Our personal approach and extensive product offerings ensures we serve our
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clients' needs over the long term. We have NRI's ,Indians individual, business and institutional

clients and manage investors properties in different cities.

Management Graduate with 16 year of rich experience in Investment Banking, Telecom & Real
estate. Today, Siddharth represents the vibrant young entrepreneur of India. His dream is
creation of world-class real estate advisory services to attract unprecedented levels of foreign and

domestic investment inflows, generating new employment opportunities and changing lifestyles.

KHADI AND VILLAGE INDUSTRIES COMMISSION

The Khadi and Village Industries Commission (KVIC) is a statutory body formed by the
Government of India, under the Act of Parliament, 'Khadi and Village Industries Commission
Act of 1956'. It is an apex organization under the Ministry of Micro, Small and Medium
Enterprises, with regard to khadi and village industries within India, which seeks to - "plan,
promote, facilitate, organise and assist in the establishment and development of khadi and village
industries in the rural areas in coordination with other agencies engaged in rural development

wherever necessary.".

In April 1957, it took over the work of former All India Khadi and Village Industries Board. The
First Director of KVIC was Late Sardar KA Venkataramaiya, a veteran freedom fighter from
Karnataka. Its head office is based in Mumbai, with its Six zonal

offices
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in Delhi, Bhopal, Bangalore, Kolkata, Mumbai and Guwahati. Other than its zonal offices, it

has offices in 29 states for the implementation of its various programs.
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VI SEMESTER
PART -B
POSSIBLE QUESTIONS
1. Define the term DIC
2. What is meant by SIDO?
3. What are the functions of SISI?
4. Give the meaning of SIDCO
5. Write a short note on KVIC.

6. List out the functions of Commercial Bank.
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PART -C
POSSIBLE QUESTIONS

1. Determine the role played by DIC in promoting industries.

2. Briefly explain the functions of NSIC in promoting entrepreneurship.

3. Describe the institutional setup for entrepreneurial development in India.

4. How does Indian Investment Centre promote entrepreneurship?

5. Describe the procedure for the appraisal of Term Loans by Commercial Banks.
6. Describe the distinct and sequential stages of project formulation.

7. Determine the Planning omission guidelines for project formulation reports of

industrial projects.

8. Elaborate the Financial Institutions involved in extending financial assistance to

entrepreneurs?
9. Describe the various functions and services of SIDBI.

10. Elaborate the various functions and organizational set up of SIDO
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UNIT III - INSTITUTIONAL SERVICE TO ENTREPRENEUR

Multiple Choice Questions (Each Questions carries ONE Mark)

S.NO. QUESTIONS Option 1| Option 2 Option 3 Option 4 ANSWERS
UNIT - 11l
1 |The DIC S was started in the year 1978 1968 1938 1977 1978
Entreprene |Specialized Business Business Specialized
urs Institutions Community community [Institutions
2 |EDPs are conducted by
presupposes commitment to tasks to be  [Plan Promote Project Select Project
performed with well defined objectives,
3 |schedules and budget.
Econom [Sectors Quantity Facto intendi
ic
Indian Planning Commission classifies the develop
4  [projects under the category of ment
Two Three Four three
5 |Every project has basic dimensions |one
small scale |[Expense Scale income tax  [income tax
6 [The small industries are exempted
7 work person estates. estates.
g [Industrial estates people industralisation [person estates. industralisation
9 [KVIC is activated in the year 1953 1963 1964 1825 1953




Critical Par

Critical Price

Path Critical Project Critical Path
10 |[Expand CPM. Method Method Method Method Method
Main Objective of KVIC is to increase the rural urban district Nation rural
1 employment opportunities
Female entrepreneur differs from male Motivation [Busnisss skill |Departure Goal Motivation
entrepreneur in terms of the following except point orientation
12
Entreprene
urship Entrepreneuri
Developme [Entrepreneurial |[Entrepreneur |ng Entrepreneurship
nt Development |Development [Development [Development
13 [The term EDP refers to Programme [Programme Programme Programme |Programme
TIIC is sponsored by the Governmen |Government of |Governement [Government |Government of
t of Karnataka of Andhra of Kerala Tamilnadu
14 Tamilnadu Pradesh
RCI stands for Re- Re-investment [Refinance Refinance Refinance
investment |committee of |corporation of |[committee of |corporation of
corporation [India India India India
15 of India
Refinance to commercial banks is granted only |1 and 5 3and 6 years |3 and 10 years (3 and 5 years (3 and 10 years
for loans ranging between years
16
Technical feasibility examines the project with  |location land and technical location,techn [location and
reference to building competence ical technical
competence |competence
17
18 |There are TIIC branches in Tamil 15 20 18 17 15
is the first state level financial THC SFC SIDBI SIDC TIC

19




20 [TIIC will not consider financial assistance when |1 Crore 3 Crores 5Crores 6 Crores 3 Crores
21
7 [lIC is the link between the foreign entrepreneurs |Indian domestic directors local Assistance
23 Promotes small industries. Khadi SIDC SIDO SFC Khadi
IIC Is promoted for industries.  |medium small large tiny small
24
GATT is established in 1947 under China Japan U.S.Leadership [U.K. U.S.Leadership
25 leadershipo |leadership Leadership
26 [Planning and conrolling the task is the Strategy  |responsibility [procedure rules responsibility
is the company which perceived APPLE DELL SONY TOSHIBA  (APPLE
7 htat the computer market is very big.
Project managers people company company technical technical
2§ [provide service.
Project over run is a frightening nfacing |financial [resource economic research economic problem
29 |India problelm roblem problem problem
30 [Small industries need financial assistance [attitude aptitude analyse assistance
Programmes people work person estates. estates.
31 |develop estates.
Industrial estates people industralisation [person estates. industralisation
promote
32
GATT is established in the year 1954 1957 1947 1952 1947
33
Expenditure incurred by a publisher for Deferred | Capital Revenue Assets Capital
34 [acquiring copyright is a revenue expenditure expenditure expenditure
Loss of cash by theft committed by cashier after |Revenue |Deferred Capital loss Business loss |Capital loss
business hours is a loss revenue loss

35




An expenditure incurred to derive long term Revenue  |Expense Capital Deferred Capital
36 advantage is expenditure expenditure capital expenditure

In accounting only discount is Trade Cash Real Nominal Cash
37 recorded

Debit balance of all personal accounts are Sundry Sundry debtors [Personal Total of Sundry debtors
38 collectively called creditors account personal

Under system branch profit or loss is Debtors Stock and Wholesale Final Debtors
39 ascertained by preparing branch accounts debtors accounts

‘Every debit has a corresponding credit’ it is the|Incomplete |Cost sheets Single entry Double entry [Double entry
40 |concept of records system system system

Bank loan account is a Real Nominal Personal Current Personal Account
41 Account  [Account Account Account

The process of recording transactions in a Journalizin |Journal Posting Journal entry [Journalizing
47 [ournal is known as g

Accounting records transactions in term of Commodity [Production Monetary units |Expense units [Monetary units

units units

43

Income received in advance by a business units | liability An assets A loss Gain Liability

is
44

The policy of anticipate no profit and provide for |Convention [Convention of |Convention of [Convention [Convention of

all possible losses arises due to of conservatism  |materiality of full consistency
45 consistency disclosure

Capital account is a Fictitious |Personal Liability Nominal Personal account
46 account account account account

Revenue is generally recognized as being earned |Sale is Cost is Expenditure is |Overcastis |Sale is effected

at the point of time effected effected effected effected

47




Depreciation is An Tax necessity |Tax and Tax, account [Tax, account and
accounting [only accounting and audit audit necessity
48 necessity necessity necessity
) plan project proposal procedure project
presupposes commitment to
tasks to be performed with well defined
49 objectives, schedules and budget.
The industries are exempted small scale |Large Scale tiny tiny and large |small scale
fromincome tax
50
expenses also relates to  [data engine matter engineering |engineering
business.
51
Deduction is allowed for data Depreciation  [matter cost Depreciation
fixed assets
52
Carry forward is made for deductions |plan royalities Carry accounts Carry
53
The can be audited plan royalities accounts proposals accounts
54
Entrepreneurs need trade technology goals business technology skillls
skills
55
Entrepreneurs get trade technology subsidies business subsidies
government
56
Small industries need data finance matter skill finance
57
5 [SIDO Is to develop theSSI's . develop medium scale |large scale groupisim develop




Entrepreneurs need to Co- ordinate the Company [business enterprise All functions |All functions of
of Enterprise [Enterprise
59
SIDO provides to all type of persons . [develop medium scale [informations |small scale |informations

60
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UNIT-IV - INSTITUTIONAL FINANCE TO ENTREPRENEURS

Institutional Finance to Entrepreneurs - IFCI - SFC - IDBI - ICICI - TIIC - SIDCS

- LIC and GIC - UTI - SIPCOT - SIDBI - Commercial Bank - Venture Capital.

SMALL INDUSTRIES DEVELOPMENT BANK OF INDIA (SIDBI)

SIDBI acts as apex institution for financing SSIs through various credit schemes. In a
developing country like India, Small Scale Industries play a significant role in economic
development of the country. They are a vital segment of Indian economy in terms of their
contribution towards country's industrial production, exports, employment and creation of an
entrepreneurial base. These industries by and large represent a stage in economic transition
from traditional to modern technology.

Small industry plays a very important role in widening the base of entrepreneurship.
The development of small industries offers an easy and effective means of achieving broad
based ownership of industry, the diffusion of enterprise and initiative in the industrial field.

Given their importance, the Government policy framework right from the First plan has
highlighted the need for the development of SSI sector keeping in view its strategic
importance in the overall economic development of India. Accordingly, the policy support
from the Government towards Small Scale Industries has tended to be conducive and
favorable to the development of small entrepreneurial class. Government accords the highest
preference to development of SSI by framing and implementing suitable policies and

promotional schemes.
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The most important promotional policy of the Government for the SSI's is fiscal incentives in
the form of tax concessions and exemptions of direct or indirect taxes leviable on production
or profits.

With effect from financial year 2005-06,SSIs can claim deductions in respect of profits
and gains(under section 80IB of Income tax Act) at the following rates:-

If SSI unit is owned by a company, the deduction available is 30% for first 10 years. If SSI
unit is owned by a co-operative society, the deduction available is 25% for first 10 years. If
any other person owns SSI unit, the deduction to be claimed is 25% for first 10 years.

SSI UNIT CAN AVAIL THIS TAX EXEMPTION AFTER FULFILLING
FOLLOWING CONDITIONS:

They should not be subsidiary of, or owned or controlled by other industrial undertakings.
They should not be formed as a result of splitting up or reconstruction of any industrial
undertaking/business. SSI units can manufacture any nature or type of goods, which they
are permitted to do so. They should have commenced business between 1st April 1991 and
31% March 2002. They should employ at least 10 workers in a manufacturing process

carried out with aid of power or at least 20 workers without aid of power.

This tax exemption from total income is allowed from the assessment year in which the unit
begins to manufacture goods. Small Scale Industries are subjected to excise duties under the
Central Excise Tariff Act,1985 (5 of 1986). The eligibility for excise concessions for SSIs has

been based on annual turnover rather than SSI registration.
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SSI units having turnover less than Rs. 4 crores are only eligible for concessions. Government
of India has provided various concessions to SSIs by granting full exemption from payment of
central excise duty on a specified output and thereafter slab-wise concessions. Thus
concessions in this regard are:- SSI units producing goods upto Rs. 100 lakhs are exempted
from payment of excise duties. SSI units having turnover less than Rs. 60 lakhs per annum
need not have a separate storeroom for storing finished products.
They are not required to maintain any statutory records such as daily stock accounts, etc.
Their own records are adequate. SSI exemption is available for goods for home consumption
as well as goods exported to Nepal and Bhutan.
CHOICE OF STREAMS OF CONCESSIONS/EXEMPTIONS:-

SSI Scheme (without CENVAT):- Units can avail full exemption up to turnover or
value of clearance of Rs. 100 lakhs and pay normal duty thereafter in the slab-rate of Rs. 100-
300 lakhs. This option can be exercised automatically. Such SSI units can avail Canvas credit
on inputs only after reaching turnover of Rs. 100 lakhs. This scheme is applicable to all those
units mentioned under SSI exemption notification no.8/2003-CE .This notification grants
exemption in respect of basic excise duty and special excise duty. The manufacturer may opt
for not availing exemption contained in this notification and instead pay normal rate of duty
on the clearances. But once the option is exercised, it shall continue till the financial year

ends.
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SSI Scheme(with CENVAT) :- Units can avail Canvas credit on inputs on all its turnover.Upto
the value of clearance of Rs. 100 lakhs, units have to pay 60% of normal duty and thereafter for
value of clearance of Rs.100-300 lakhs, they have to pay normal rate of duty

.'Assessable value' is used to calculate limit of 100 and 300 lakhs which is equal to wholesale
price at factory gate, exclusive of taxes .

A manufacturer can opt this option any time determining his eligibility for concession and the
concessional rate of duty. While exercising this option, the manufacturer should inform in
writing to the Assistant Commissioner of Central Excise with a copy to its Superintendent giving
following details:(a)name and address of manufacturer; (b)Location/locations of
factory/factories; (c)description of inputs used in manufacture of specified goods and its
description thereafter:(d)date from which option under SSI exemption notification (No0.9/2003-
CE) has been exercised; (e)Aggregate values of clearances of specified goods(excluding the
value of clearances not covered under SSI exemption notification)till the date of exercising the
option.

Value of clearances which are not eligible for SSI concessions, that is, not covered under SSI
exemption notification are as follows:-

Clearances of the specified goods which are used as inputs for further manufacture of any
specified goods within the factory of production of the specified goods. Clearances of strips of
plastics used within the factory of production for weaving of fabrics or for manufacture of sacks
or bags made of polymers of ethylene or propylene. Clearances of goods manufactured by SSI

unit with the brand name or trade name of another person(unless goods are manufactured in rural
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areas) Clearances of goods manufactured by SSI unit for captive consumption, Clearances of
goods exempted under any other notification.

PROCEDURAL CONCESSIONS TO SSI:-

Quarterly Return:-SSI units availing concessions need not submit monthly ER-1 Return. They
only have to submit quarterly ER-1 return by 20th of the following month. SSI units have to pay
duty by 15th of following month. They also have to pay duty in March by end of the month each
year.

Export procedures for SSI :- SSI units not covered under excise provisions have to follow
simplified export procedures such as they do not have to prepare ARE-1 Form, etc. Excise
inspectors, officers and audit parties can visit SSI unit only with specific permission taken from
Assistant Commissioner and for a specific purpose. They have to enter relevant particulars in
Visitors book maintained by registered person .Normally, audit of SSI unit has to be done once
in two or five years(except for units who pay duty of Rs. 1 crore or above, who should be audited
every year).

CREDIT LINKED CAPITAL SUBSIDY SCHEME

The Government of India is operating Credit Linked Capital Subsidy Scheme to facilitate the
upgrading of technology in SSI units in respect of 48 specified products / sub-sectors. Under this
scheme, 15% capital subsidy is granted for induction of of proven technologies approved under

the Scheme.
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TUF SCHEME FOR TEXTILE

New or existing SME units - including units in cotton ginning and processing sector - are eligible
5% / 4% interest reimbursement and the interest actually charged. Additional option available for
Capital subsidy in lieu of interest rebate for select.

MEGA PROJECTS SUBSIDY

The Govt. of Tamil Nadu is offering Mega Project Subsidy for the projects with investment in
Fixed Assets above 5.00 crores and upto 200 crores as back ended ranging between 30.00 lakhs
to 100.00 lakhs depending upton the investment and direct employment to the workers.
SUBSIDY OF MINISTRY OF FOOD PROCESSING INDUSTRIES

The Ministry of Food Processing, Government of India with a view to accelerate the growth in
this sector is providing grants for setting up of food processing units (including meat and fish
processing / milk products / spices / coconut / walnut /cashew nut ) or upgradation and expansion
of such unit and for establishing Food Parks.

Grant is available at 25% of the cost of capital equipment and technical civil works upto a
maximum of Rs.50.00 lakhs.

STATE CAPITAL SUBSIDY - MSME POLICY 2008 ANNOUNCED BY GOVT. OF
TAMIL NADU

. Capital Subsidy 15% on eligible plant and machinery subject to a maximum of Rs.30.00

lakhs (set up in 251 backwards blocks -- however micro enterprises are eligible in all areas)
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. Additional Capital Subsidy for select category of entrepreneurs Additional Capital
Subsidy of 5% to a maximum of Rs.2.00 lakhs to Enterprises set up by Woman /
SC/ST/Physically Handicapped / Transgender enterpreneurs

. Employment Incentive Subsidy Employment Incentive Subsidy of an additional 5%
subject to a maximum of Rs.5.00 lakhs will be granted, if at least 25 workers have been
employed for a minimum period of 3 years within the first 5 years from the date of
commencement of production.

. Special Capital Subsidy to thrust sector enterprisesMicro/Small/Medium manufacturing
enterprises in the dthe following Thrust Sectors are eligible plant and machinery subject to a
maximum of Rs.30.00 lakhs

1. Electiral & Electronics Industry

2. Leather & Leather Goods

3. Auto Parts and components

4. Drugs and Pharmaceuticals

5. Solar Energy Equipments etc.

. Back ended interest subsidy 3% Back ended interest subsidy to a maximum of Rs.10.00

lakhs for enterprises overa period of five years on loans taken upto Rs.100.00 lakhs for
modernisation / ISO Certification / MSEF Schemes.

. Low tension power tariff(LTPT) subsidy Flat rate of 20% for the first 36 months from the
data of commencement of production or from the data of power connection, after allotment of an

Entrepreneur Memorandum from District Industries Centre.
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PART -B
POSSIBLE QUESTIONS
1. Define the term IFCL.
2. State any two functions of SFC.
3. List out the activities of IDBI
4. What is meant by SIPCOT?
5. List out the functions of entrepreneurs.

6. Write a short note on venture capital
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10.

PART -C

POSSIBLE QUESTIONS

1. Explain the Role of commercial banks as a source of finance for entrepreneurs in
India.

Determine the various activities and features of TIIC.

Describe the promotional activities of State Industry Promotion Corporation of
Tamilnadu

Limited.

Explain the fiancial assistance provided by SFCs to entrepreneurs.

Explain the role of SIPCOT in the industrial development of Tamilnadu.

Determine the need, objectives and phases of Entrepreneurial Development
Program.

Describe how commercial banks participate in the financial assistance to small
entrepreneurs.

Discuss the various Role and financial assistance of KVIC and IIC

Elaborate the objectives, functions and role of IDBI in assisting entrepreneurial

growth in India.
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UNIT - IV - INSTITUTIONAL FINANCE TO ENTREPRENEURS

Multiple Choice Questions (Each Questions carries ONE Mark)

S.NO. Questions Option 1 Option2 Option 3 Option 4 Answers
UNIT - IV
is essential to any enterprise. Finance loan docoument credit Finance
Financial assistance is given to large high small none small
Entrepreneurs.
1
) The IFCI was ste up in the year 1936 1950 1972 1948 1948
The IFCI concentrates mainly small scale |Large Scale medium tiny Large Scale
5 [t Industries.
4 |The main functions of SFC S is to cater people company industries concern industries
small
assistance is given to small large high small Financial Financial
5 Entrepreneurs.
In 1948 was set up. IFCI ICFI TIC CIT [FCI
6
The IFCI concentrates mainly small scale |Large Scale medium tiny Large Scale

to Industries.




The main functions of isto cater small  |people company SFC concern SFC
industries

8

9 |A gives assistance to small |large high small Commercial | Commercial
Entrepreneurs. banks banks

10 |SIDBI Commences its operation in 1936 1950 1990 1948 1990

provide training to small failure SIDBI economic IcC SIDBI

11 |entrepreneurs.

12 | SIDBI Commences its operation 251 crores |256 crores 255 crores 250 crores 250 crores
With
A gives assistance to small large high small SIDBI SIDBI
Entrepreneurs.

13

14 |A SIDBI gives important assistance leasing large high small leasing
for

15 [IN 1978 was started large high DIC Commercial [DIC

banks

16 [DIC Is promoted for industries To cater medium  |needssmall large needs large  [needssmall
all

17 [TIIC s role is to promote the developme |data catching enhancement |[development
enterprises . nt

18 |A TIIC s funds is provided state small central Self central

by government.




19 [ co-ordinate Policies the Assist small central attend Assist
programmes.
A industries need assistance to do Steel small large tiny level small
20 |the marketting
SIDO s provide knowledge [lateral consultancy groupisim consultancy
21
SIPCOT s provide to small failure training economic Food training
22 |entrepreneurs.
23 [SIDC's set up in Government state small central local self central
24  |Preparation of Project isa report profile directoions bothband c [report
function of SISI.
25 (A was started by central DIC SIDBI NSIC SFC NSIC
government
26  [NSIC Promotes central state small industries. shops industries.
27 A is essential to any enterprise. Finance loan docoument loan and Finance
document
28 |Financial assistance is given to large high small tiny small
Entrepreneurs.
29 The TIIC was set up in the year 1936 1950 1972 1952 1952
30 Large Scale Industries. SFC THC DIC SIDBI THC
31 [The main functions of TIIC is to cater small people company functions concern functions
industries
32 | Finance is essential to any enterprise. |loan docoument project enterprise.




assistance is given to small  [large high small Technical Technical
34 [Entrepreneurs.
In 1948 was set up. IFCI training EDP CIT IFCI
35
The SIPCOT concentrates mainly small scale |Large Scale medium tiny level Large Scale
to Industries.
36
The main functions of is to cater EDP CIT SIPCOT IFCI SIPCOT
small industries
37
IIC Is promoted medium small large tiny small
38 |[for industries.
main role is to promote DIC CIT SIPCOT IFCI DIC
39 development
The commercuial banks started to medium industries large tiny industries
cater Institutions
40
41 |DIC Is promoted for industries. medium small large tiny small
42 |Dividends can be derived from the shaes of Sale Profit loss No loss and  [profit
_ no profit
43 [DIC s funds is provided state small central local self central
44 |Project managers provide service. people company company technical technical
45 |Small industries register in district optimistic thinking urban district
estates.
46 |Programmes develop estates. people work person estates.




47 |Industrial estates promote | people industralisation [person | estates. industralisation
SIDO isone of the like. people company office [Corporation _[[office

48

49 |Function of SIDO is co- data mining catching planning co-ordination

ordination

50 |A is an apex body. SIOD SIDO DIOC SFC SIDO

51 [SIDO Is assisted by its district optimistic directors officers directors

52 |Policies the programmes. |co-ordinate [small central create co-ordinate

53 [Small industries assist to . |market small large planning market

54 [SISI s provide also. knowledge [lateral consultancy Work consultancy

55 [SISI s provide to small failure training economic success training
entrepreneurs.

56 |[SISIS setup by capital. state small central local self central

57 profile is the main function of district Project irectors innovators Project
SISL.

58 was started by central government people company NSIC SFC NSIC

59 [NSIC Promotes industries. state small central urban central

60 [SIDO is made for of SSI organize  |development |control staffing development
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UNIT-V — INCENTIVES AND SUBSIDIES

Incentives and Subsidies - Subsidized Services - Subsidy for Market - Transport -
Transport - Seed Capital Assistance - Taxation Benefit to SSI Role of Entrepreneur in

Export Promotion and Import Substitution - MSMED Act

INCENTIVES AND SUBSIDIES
Incentives have been used in a number of situations to try and encourage project
participants to undertake various activities which may initially be unattractive for them. This
has applied particularly to soil and water conservation activities, which generally do not
produce easily identifiable short term gains or require a level of inputs (both in terms of
labour or capital) which are beyond the capacities of the participants. Incentives need to be
distinguished from subsidies. Incentives are intended to motivate an individual to act in a
certain way or adopt a certain practice. Incentives are measured in terms of the direct benefits
which can be derived, usually from increased production or productivity; if the benefits are
sustainable, then so will be the activity. Subsidies, on the other hand, are payments in cash or
kind which reduce the cost of undertaking an activity.
Incentives have been used in a number of situations to try and encourage project
participants to undertake various activities which may initially be unattractive for them. This
has applied particularly to soil and water conservation activities, which generally do not

produce easily identifiable short term gains or require a level of inputs (both in terms of
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labour or capital) which are beyond the capacities of the participants. The experience in
eastern Africa has been that incentives have at best only been partially successful in
achieving adoption, and at worse have resulted in very negative reactions from the
participants. The use of "incentives" in design has also been to mask circumstances where
the reality is that a particular activity is actually being subsidised. The question remains as to
how valid incentives are in bringing modifications to farming systems, and whether
subsidies, which are not usually sustainable, are an acceptable method in the short term to
initiate project activities.

In Lesotho (SRS-013-LE), payments for conservation activities were a part of the
project design. These were shown to concentrate farmers' attention on the cash potential from
the activity, rather than benefits to be derived in the farming system: when subsidies were
discontinued, then so were the conservation practices. By contrast, when the local and un-
subsidized Macho bane system of conservation farming was introduced, which offered real
incentives in terms of increased income from the first year of implementation, adoption was
widespread and sustainable.

In Botswana (076-BT), subsidized packages were offered to beneficiaries and were
widely accepted, but this did not result in the sustainable adoption of the technology associated
with the packages. In this case profitability was not adequate to out way the perceived risks in
the farming environment, given the alternative attractions of off-farm employment.

Incentives need to be distinguished from subsidies. Incentives are intended to motivate an

individual to act in a certain way or adopt a certain practice. Incentives are measured in terms of
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the direct benefits which can be derived, usually from increased production or productivity; if
the benefits are sustainable, then so will be the activity. Subsidies, on the other hand, are
payments in cash or kind which reduce the cost of undertaking an activity. If farmers do not
consider an activity acceptable without subsidies, then it will probably be discontinued when the
subsidies are withdrawn (i.e. at the end of the programme).

- Incentives need to be adequately demonstrated and quantified in order to be attractive to
participants.

- Subsidies have an important role to play in the short term and/or in emergency circumstances
until the benefits from the intervention materialize, and where they can be clearly identified in
assisting to reinstate production or services. A clear distinction should be maintained between

subsidized activities and incentives where both are to be included in a project.

Types of incentives

Profit or Gain-Sharing Incentive Plan

Giving employees the chance to share in productivity gains or profits, usually through cash or
stock bonuses, can motivate them to hit individual benchmarks or help reach team-wide or
organizational objectives. One way to offer profit sharing is through deferred compensation. For
example, suppose the company already contributes 4 percent of each employee's compensation
to a 401(k) retirement plan. The company might establish an incentive plan in which, for every

year in which a company's after-tax profits exceed 4 percent, it will contribute to the 401(k) at a

Prepared by G. Sumathi, Assistant Professor, Department of Management, KAHE. Page 3/24



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: IIT B.COM (PA) COURSE NAME: ENTREPRENEURSHIP AND
PROJECT MANAGEMENT

COURSE CODE: 16PAU601A UNIT V SEMESTER: VI BATCH : 2016 -2018

percentage that matches its profits. That means that if profits are 6 percent, the company would

put 6 percent in the 401(k).

Because these plans are part of a 401(k), the company must meet federal regulatory
requirements; however, the advantage is that employees do not pay taxes on the money
immediately. A cash profit sharing plan would work similarly, but the employee would receive
the contribution in cash or stock. This would be immediately taxable but is subject to less

regulation.

The Good Old Cash Bonus

One-time bonuses, in addition to regular pay increases or commissions, may be paid to
individuals for meeting certain milestones or performing valuable services. One example of this
type of incentive plan is offering a cash bonus for referring qualified friends who are hired and
complete the probationary period. Other companies might offer bonuses for achieving a specific
sales goal or for proposing an idea that saves money. Bonuses also might be offered for
extraordinary performance after completion, appraisal and analysis of a specific project. Hilcorp
Energy Company promised staff in 2010 that if the company doubled its production rate and

reserves by 2015, every employee would get a check for $100,000.

We Pay If You Stay

Retention bonuses reward employees for staying with the company for a particular amount of

time or through a specific event, such as during a merger or acquisition or a crucial production
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period. In the case of a merger, the bonus might be paid in full or in installments three months to
18 months after the merger has closed. Almost 60 percent of companies surveyed by World at
Work/Deloitte Consulting offer retention bonuses as an incentive for the employee to stay after

receiving an offer from a competitor.

Long-term, Stock-Based Incentives

Publicly traded companies may offer long-term incentives based on the price of common stock.
These incentives help align an employee's long-term financial interest with that of the company.
The most popular of these types of incentives for employees is restricted stock, which is given
subject to sale restrictions or forfeiture until the employee has been with the company a specific
period of time. Also popular are stock options, which allow the employee to buy shares at an
agreed-upon price for a certain period of time. Performance shares — grants of actual shares of
stock, payment of which is contingent on performance over a multi-year period — are sometimes

offered to executives or officers.

Career Development and Training

Offering specialized training in an area of interest is another valued incentive. The key to making
this work is to allow the high-performing individual to choose the type of training they most
value. For example, Sammis & Ochoa, LLC, pays for top performers to attend two industry or

personal development events within their state.
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Recognition and Other Non-Cash Incentive Plans

Many employees thrive on being recognized in front of their peers. One example is an
"Employee of the Month" program. The company recognizes the employee through signs in the
lobby, emails, a special parking place and at staff meetings and in employee newsletters. Larger
companies may choose employees of the month from each division and include breakfast as a
group with the CEO. Recognition also can include individual or team perks, such as being able to
bring a pet to work or to dress casually for a day, or prizes such as free airplane tickets to a

favorite U.S. destination.

As a team incentive, a company might offer a free happy hour or pizza party at a local restaurant
of the team's choice. Employees (or teams) might be offered additional vacation or personal time
as an incentive to achieve a specific goal. For example, for every quarter that the company has
no workplace accidents, workers could receive eight hours off with pay at a time of their choice,

with supervisor approval.

OBJECTIVES

The Indian government has, since Independence, subsidized many industries and
products, from petrol to food. Loss-making state-owned enterprises are assisted by the
government and farmers are given access to free electricity.!'! Overall, a 2005 article by
International Herald Tribune stated that subsidies amounted to 14% of GDP. As much as 39% of

subsidized kerosene is stolen.
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On the other hand, India spends relatively little on education, health, or infrastructure. Urgently
needed infrastructure investment has been much lower than in China.
According to the UNESCO, India has the lowest public expenditure on higher education per
student in the world. India's vast subsidies have been severely criticized by the World Bank as
allegedly increasing economic inefficiency.
However, this argument against subsidies in India does not consider the fact that just agricultural
and fisheries subsidies form over 40% of the EU budget (see Agricultural subsidy) although in
Europe only fraction of the people compared to India will be affected. This fact is also true of
United States and most other Western countries.
Subsidies, by means of creating a wedge between consumer prices and producer costs, lead to
changes in demand/ supply decisions. Subsidies are often aimed at inducing higher consumption/
production offsetting market imperfections including internalization of externalities;
achievement of social policy objectives including redistribution of income, population control,
etc.
TRANSFERS AND SUBSIDIES

Transfers which are straight income supplements need to be distinguished from subsidies.
An unconditional transfer to an individual would augment his income and would be distributed
over the entire range of his expenditures. A subsidy however refers to a specific good, the
relative price of which has been lowered because of the subsidy with a view to changing the
consumption/ allocation decisions in favour of the subsidized goods. Even when subsidy is

hundred percent, i.e. the good is supplied free of cost, it should be distinguished from an income-
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transfer (of an equivalent amount) which need not be spent exclusively on the subsidized good.
Transfers may be preferred to subsidies on the ground that

1) Any given expenditure of State funds will increase welfare more if it is given as an
income-transfer rather than via subsidizing the price of some commodities, and

i1) Transfer payments can be better targeted at a specific income groups as compared to free
or subsidized goods.

MODE OF ADMINISTERING A SUBSIDY

The various alternative modes of administering a subsidy are:

X/
°e

Subsidy to producers

X/
°e

Subsidy to consumers

X/
°e

Subsidy to producers of inputs

X/
°e

Providing Incentives Instead of Subsidizing

X/
L X4

Production/sales through public enterprises

X/
°e

Cross subsidization

X/
°e

Subsidy targeting

Subsidies can be distributed among individuals according to a set of selected criteria, e.g. 1)
merit, 2) income-level, 3)social group etc. two types of errors arise if proper targeting is not
done, i.e. exclusion errors and inclusion errors. In the former case, some of those who deserve to
receive a subsidy are excluded, and in the latter case, some of those who do not deserve to

receive subsidy get included in the subsidy programme.
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EFFECTS OF SUBSIDIES

Economic effects of subsidies can be broadly grouped into

Allocative effects: these relate to the sect oral allocation of resources. Subsidies help draw more
resources towards the subsidized sector

Redistributive effects: these generally depend upon the elasticity’s of demands of the relevant
groups for the subsidized good as well as the elasticity of supply of the same good and the mode
of administering the subsidy.

Fiscal effects: subsidies have obvious fiscal effects since a large part of subsidies emanate from
the budget. They directly increase fiscal deficits. Subsidies may also indirectly affect the budget
adversely by drawing resources away from tax-yielding sectors towards sectors that may have a
low tax-revenue potential.

Trade effects: a regulated price, which is substantially lower than the market clearing price, may
reduce domestic supply and lead to an increase in imports. On the other hand, subsidies to
domestic producers may enable them to offer internationally competitive prices, reducing
imports or raising exports.

Subsidies may also lead to perverse or unintended economic effects. They would result in
inefficient resource allocation if imposed on a competitive market or where market imperfections
do not justify a subsidy, by diverting economic resources away from areas where their marginal
productivity would be higher. Generalised subsidies waste resources; further, they may have
perverse distributional effects endowing greater benefits on the better off people. For example, a

price control may lead to lower production and shortages and thus generate black markets
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resulting in profits to operators in such markets and economic rents to privileged people who
have access to the distribution of the good concerned at the controlled price.

Subsidies have a tendency to self-perpetuate. They create vested interests and acquire
political hues. In addition, it is difficult to control the incidence of a subsidy since their effects
are transmitted through the mechanism of the market, which often has imperfections other than
those addressed by the subsidy. On 29 June 2012, C Rangarajan, Chairman of the Prime
Minister's Advisory Council in view of present difficult economic position, advocated cutting
down of fuel and fertilizer subsidies to keep the fiscal deficit within the budgeted level of 5.1 per
cent.

SUBSIDY ISSUES IN INDIA

Subsidies have proliferated in India for several reasons. In particular this proliferation can be

traced to
1) The expanse of governmental activities
2) Relatively weak determination of governments to recover costs from the respective users

of the subsidies, even when this may be desirable on economic grounds, and

3) Generally low efficiency levels of governmental activities.

In the context of their economic effects, subsidies have been subjected to an intense debate in
India in recent years. Some of the major issues that have emerged in the literature are indicated.
Whether the magnitude and incidence of subsidies, explicit and implicit, have spun out of
control; their burden on government finances being unbearable, and their cost being felt in terms

of a decline of real public investment in agriculture.
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Whether agricultural subsidies distort the cropping pattern and lead to inter-regional disparities
in development; Whether general subsidies on scarce inputs like water and power have distorted
their optimal allocation; Whether subsidies basically cover only inefficiencies in the provision of
governmental services; Whether subsidies like (food subsidies) have a predominant urban bias;
Whether subsidies are mistargeted; Whether subsidies have a deleterious effect on general
economic growth of sectors not covered by the subsidies; Whether agricultural subsidies are
biased against small and marginal farmers, How should government services be priced or
recovery rates determined; What is the impact of subsidies on the quality of environment and
ecology

SUSTAINABILITY ISSUES

An example of potential environmental or sustainability issues arising from the current
subsidy structure can be seen interrelated problems of water and energy consumption in the
agricultural sector.

During the Green Revolution in the 1960s and 70s, India's agricultural productivity grew
greatly, in part due to a dramatic increase in agricultural irrigation, particularly from
groundwater sources. While that increase in irrigation has helped the nation feed itself, it has also
created a groundwater crisis, the dimensions of which have become increasingly clear in recent
years. Groundwater tables are falling in many areas of the country, from around 20 cm per year
in Punjab to 3 to 5 metres per year in parts of Gujarat. The medium to long-term risks to
agriculture in such a scenario range from an eventual decline in water resources, to the intrusion

of salt-water in coastal areas.
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As groundwater tables drop, the pumping of groundwater from deeper and deeper wells
requires an ever-increasing amount of electricity. Because electricity for agriculture is
subsidized, there is little incentive for farmers to adopt water-saving techniques, creating a
vicious circle of water and energy consumption.

METHODOLOGY FOR ESTIMATION OF SUBSIDIES IN INDIA

Alternative approaches and conventions have evolved regarding measurement of the magnitude
of subsidies. Two major conventions relate to measurement through (i) budgets, and

(i1))  National Accounts. The latter estimates comprise explicit subsidies, and certain direct
payments to producers in the private or public sectors (including compensation for operating
losses for public undertakings) that are treated as subsidies. This, however, does not encompass
all the implicit subsidies.

The estimates of budgetary subsidies are computed as the excess of the costs of providing a
service over the recoveries from that service. The costs have been taken as the sum of: revenue
expenditure on the concerned service annual depreciation on cumulative capital expenditure for
the creation of physical assets in the service;

Interest-cost (computed at the average rate of interest actually paid by the respective
governments) of cumulative capital expenditure, equity investments in public enterprises, and
loans given for the service concerned including those to the public enterprises. The recoveries
are the current receipts from a service, which are usually in the form of user charges, fees,

interest receipts and dividends. Mathematically, the subsidy (S) in a service is obtained by:
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Services provided by the govt are grouped under the broad categories of general, social and
economic services.

General services consist of:

1) Organs of state

i1) Fiscal services

1i1) Administrative services

iv) Defense services, and

V) Miscellaneous services.

These services can be taken as public goods because they satisfy, in general, the criteria of non-
rival consumption and non-excludability. The entitlement to these services is common to all
citizens. Since they are to be treated as public goods, they are assumed to be financed through
taxes.

IMPORTANT SERVICE CATEGORIES IN SOCIAL SERVICES ARE

1) Education consisting of general education, technical education, sports and youth services,
and art and culture,

i) Health and family welfare,

iii) Water supply, sanitation, housing and urban development,

v) Information and broadcasting,
V) Labour and employment and
vi) Social welfare and nutrition.

Under the heading of economics services, the following are included
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1) Agriculture and allied activities,
i) Rural development,
iii) Special area programmes,

iv)  Irrigation and flood control,

V) Energy,

vi)  Industry and minerals,

CENTRAL GOVERNMENT SUBSIDIES

Trends in the subsidies given by Central Government ( Year 1994-95)The bulk of the
Central Govt's subsidies arise on the provision of economic services, which account for 88% of
the total subsidies (10% on merit services and 78% on non-merit).

The recovery rates in the social end economic services are very low (around
10%).Subsidies on non-merit goods are more than five times those on merit goods, which
reflects on an unduly large and ill-directed subsidy regime.

The bulk of subsidies on merit goods go for the construction of roads and bridges,
followed by elementary education and scientific research.

Amongst non-merit services, the biggest recipients are industries and agriculture and
allied services. 78% of subsidies which go for non-merit economic services are amenable to
economic pricing. Even if one allows for a part of these subsidies being given in the interest of
redistribution or provision of human needs, a substantial part must be due to inefficiency costs of

public provision of these services and/or inessential input or output subsidies.
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Subsidies to Central Public Enterprises are estimated separately as the excess of imputed
return on the equity held and loans given by the central government to these enterprises, over
actual receipts in the form of dividends and interests. Subsidy in this manner is calculated for
each enterprise. They are aggregated according to cognate groups. Each cognate group has some
enterprises that receive a subsidy and some surplus units. However, there are four groups where
no unit is able to show a surplus viz: coal and lignite, power, agro-based goods and tourist
services.

EXPLICIT SUBSIDIES OF THE CENTRE

The most important explicit subsidies administered through the Central Government
budget are food and fertilizer subsidies, and until recently, export subsidies. These subsidies
account for about 30% of the total central subsidies in a year and have grown at a rate of approx
10% per annum over the period 1971-72 to 1996-97.

The relative importance of different explicit subsidies has changed over the years. E.g.,
food subsidies accounted for about 70% of total Central explicit subsidies in 1974-75. Since
then, its relative share fell steadily reaching its lowest of 20.15% in 1990-91. Thence onwards, it
has risen steadily reaching a figure of 40% in 1995-96.Export subsidies have been on the decline
except for the spurt in the late 1980s, whereas the relative share of the food subsidies has been
rising although in a cyclical pattern.

As a proportion of GDP, explicit Central govt subsidies were just about 0.305 in 1971-72.
they continued to increase steadily reaching a peak of 2.38% in 1989-90. after this during the

reform years, the explicit subsidies as a proportion of GDP have continued to decline.

Prepared by G. Sumathi, Assistant Professor, Department of Management, KAHE. Page 15/24



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: IIT B.COM (PA) COURSE NAME: ENTREPRENEURSHIP AND
PROJECT MANAGEMENT

COURSE CODE: 16PAU601A UNIT V SEMESTER: VI BATCH : 2016 -2018

PUBLIC POLICY

In the last quarter of 20th century, Indian governments began procuring condoms on large
scale to facilitate national population control schemes by reselling them at subsidized prices.
RECENT TRENDS

Expenditure on major subsidies has increased in nominal terms from Rs. 95.81 billion in
1990-91 to Rs. 40, 4.16 billion in 2002-03. It was budgeted to increase by 20.3 percent to Rs. 48,
6.36 billion in 2003-04. Expenditure on major subsidies as per cent of revenue expenditure after
declining from 13.0 per cent in 1990-91 to 8.7 per cent in1995-96 started rising to reach a level
of 9.6 per cent in 1998-99. In 2002-03, expenditure on major subsidises increased to 11.9 per
cent from 10.0 per cent in 2001-02. With the dismantling of the administered price mechanism
for petroleum products from 1 April 2002, subsidies in respect of LPG and kerosene distributed
through the Public Distribution System are now explicitly reflected in the budget. This partially
explains the spurt of 35.3 per cent in the expenditure on major subsidies in 2002-03.

The spurt in major subsidies in 2002-03 was also because of an increase in food subsidy
by Rs. 66.77 billion necessitated by the widespread drought in the country. Some of the major
initiatives taken so far to rationalize the budgetary subsidies include targeted approach to food
subsidy (BPL families) under Public Distribution System, allowing Food Corporation of India
(FCI) to access market loans carrying lower interest rates, encouraging private trade in food
grains, liquidating excess food grain stocks, replacing unit based retention price scheme with a
group based scheme in the case of fertilizer subsidies and proposed phasing out of subsidies on

PDS kerosene and LPG. (Economic Survey for the year 2004-05

Prepared by G. Sumathi, Assistant Professor, Department of Management, KAHE. Page 16/24



KARPAGAM ACADEMY OF HIGHER EDUCATION

CLASS: IIT B.COM (PA) COURSE NAME: ENTREPRENEURSHIP AND
PROJECT MANAGEMENT

COURSE CODE: 16PAU601A UNIT V SEMESTER: VI BATCH : 2016 -2018

SUBSIDIES OF STATE GOVERNMENTS

Subsidies given by 15 non-special category States were estimated for 1993-94, the latest
year for which reasonably detailed data were available for all these States. The trends thrown up
by the study are: Subsidies in social services and economic services both constitute half each of
the total subsidies given by the States. The proportion of merit subsidies is much higher in social
services vis-a-vis economic services. The overall recovery rate is 5.81% of the total cost (less
than 2% in social services and approx. 9% in economic services).

There is a distinct tendency for the per capita subsidies to rise as the per capita incomes
rise. None of the 15 States spends more than 30-35% of total subsidies on merit goods. The
recovery rates for merit services show variation in a narrow band whereas the largest variations
are recorded for recovery rates for non-merit economic services. The near zero surpluses for all
services show that subsidies are mainly financed by tax-revenues and borrowing in the States.
More than one-fifth of non-merit social subsidies accrue to education, sports and art & culture. In
economic services, irrigation accounts for nearly a quarter of services whereas power accounts
for around 12%. Lastly, subsidies to States' public enterprises are large but recovery in the form
of interests and dividends is extremely low.

CENTRE AND STATES: AGGREGATE BUDGET-BASED SUBSIDIES

Total non-merit subsidy for the Central and State governments taken together amount to
Rs. 1021452.4 million in 1994-95, which is 10.71% of GDP at market prices. The share of
Central government in this is 35.37%, i.e. roughly half of corresponding State government

subsidies. The recovery-rate for the Centre, in the case of non-merit subsidies, is 12.13%, which
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is somewhat higher than the corresponding figure of 9.28% for the States. The difference in
recovery rates is striking for non-merit social services, being 18.14% for the centre and 3.97%
for the States. It is only marginally different for non-merit economic services (11.65% for Centre
and 12.87% for States) where, in fact, States do better.

The total non-merit subsidies for the year 1994-95 amounted to 10.71% of GDP at
market prices, resulting in a combined fiscal deficit of 7.3% for the Centre, States and Union
Territories. Therefore, if these subsidies were phased out, the same would have a discernible
impact on the fiscal deficit. It can be done by increasing the relevant user charges, which would
also lead to a reduction in their demand. Apart from these first round effects, there would also be
positive secondary effects on fiscal deficit, as the overall efficiency in the economy rises with an
improved utilization of scarce resources like water, power and petroleum. With an increase in
efficiency, the consequent expansion of tax-bases and rise in tax-revenues would further reduce
the fiscal deficit.

BENEFITS OF SUBSIDIES

The relative distribution of the benefits of a subsidy may be studied with respect to
different classes or groups of beneficiaries such as consumers and producers, as also between
different classes of consumers and producers.

In case of food subsidy, PDS suffers from considerable leakage and apart from a low
coverage of poor; the magnitude of benefit derived by the poor is very small.

In case of electricity, the subsidy rates have been rising for both agriculture and domestic

sectors because the unit cost has been rising faster than the relevant tariff-rate. Also, there is
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considerable variation in the level of per capita electricity subsidy indicates that, in the richer
States, the per capita subsidy is substantially higher as compared to that in the poorer States.

In case of public irrigation, water has a very high marginal productivity when used in
conjunction with HYV of seeds, chemical fertilizers, power and other related inputs. It is the
richer farmers who may derive relatively larger benefits because of their capacity to use these
allied inputs.

Subsidies to elementary education form about half of the total subsidies on general
education. However, this is not true for all individual States: the share of elementary education is
lowest in the high income States and the highest in the low income States (Goa, Punjab and West
Bengal actually give higher subsidies to secondary education than primary education).A negative
correlation between the level of per capita income and the share of subsidies to elementary
education is thus discernible. Most subsidies to higher education accrue predominantly to the
better-off sections of society as they have an overwhelming advantage in competing out
prospective candidates from the poorer sections in getting admission to courses that are
characterized by scarcity of seats.

For subsidies of health, the greater emphasis on curative health care expenditure often reflects a
bias towards the better-off people whereas preventive health care expenditure with much larger
externalities would clearly be of greater help to the economically weaker sections of the society.

Like indirect taxes, they can alter relative prices and budget constraints and thereby affect
decisions concerning production, consumption and allocation of resources. Subsidies in areas

such as education, health and environment at times merit justification on grounds that their
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benefits are spread well beyond the immediate recipients, and are shared by the population at
large, present and future. For many other subsidies, however the case is not so clear-cut. Arising
due to extensive governmental participation in a variety of economic activities, there are many
subsidies that shelter inefficiencies or are of doubtful distributional credentials. Subsidies that are
ineffective or distortionary need to be weaned out, for an undiscerning, uncontrolled and opaque
growth of subsidies can be deleterious for a country's public finances.

In India, as also elsewhere, subsidies now account for a significant part of government's
expenditures although, like that of an iceberg, only their tip may be visible. These implicit
subsidies not only cause a considerable draft on the already strained fiscal resources, but may
also fail on the anvil of equity and efficiency as has already been pointed out above.

In the context of their economic effects, subsidies have been subjected to an intense
debate in India in recent years. Issues like the distortionary effects of agricultural subsidies on
the cropping pattern, their impact on inter-regional disparities in development, the sub-optimal
use of scarce inputs like water and power induced by subsidies, and whether subsidies lead to
systemic inefficiencies have been examined at length. Inadequate targeting of subsidies has
especially been picked up for discussion.

This paper based on the study conducted by Srivastava, Sen et al. under the aegis of
National Institute of Public Finance and Policy, and the discussion paper brought out by
Department of Economic Affairs( Ministry of Finance) in 1997, aims to provide a
comprehensive estimate of budget-based subsidies in India. In addition, recent trends have been

included from the Economic Survey for the year 2004-05. Attention is focused on bringing out
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the magnitude of the implicit subsidies, in addition to the explicit ones, to form an idea as to how
heavy a draft do they constitute on the fiscal resources of the economy.
TAXATION BENEFITS TO SMALL SCALE INDUSTRIES

A small scale industry (SSI) is an industrial undertaking in which the investment in fixed
assets in plant & machinery, whether held on ownership term or on lease or hire purchase, does
not exceed Rs. 1Crore. However, this investment limit is varied by the Government from time to
time.

Entrepreneurs in small scale sector are normally not required to obtain a license either
from the Central Government or the State Government for setting up units in any part of the
country. Registration of a small scale unit is also not compulsory. But, its registration with the
State Directorate or Commissioner of Industries or DIC's makes the unit eligible for availing
different types of Government assistance like financial assistance from the Department of
Industries, medium and long term loans from State Financial Corporations and other commercial
banks, machinery on hire-purchase basis from the National Small Industries Corporation, etc.
Registration is also an essential requirement for getting benefits of special schemes for
promotion of SSI viz. Credit guarantee Scheme, Capital subsidy, Reduced custom duty on
selected items, ISO-9000 Certification reimbursement & several other benefits provided by the
State Government.

The Ministry of Micro, Small and Medium Enterprises acts as the nodal agency for growth and

development of SSIs in the country. The ministry formulates and implements policies and
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programmes in order to promote small scale industries and enhance their competitiveness. It is
assisted by various public sector enterprises like:-

Small Industry Development Organisation (SIDO) is the apex body for assisting the Government
in  formulating and overseeing the implementation of its policies and
programmes/projects/schemes.

National Small Industries Corporation Ltd (NSIC) was established by the Government with a
view to promoting, aiding and fostering the growth of SSI in the country, with focus on
commercial aspects of their operation.

The Ministry has established three National Entrepreneurship Development Institutes which are
engaged in development of training modules, undertaking research and training and providing
consultancy services for entrepreneurship development in the SSI sector. These are:-

National Institute of Small Industry Extension Training (NISIET) at Hyderabad, National
Institute of Entrepreneurship and Small Business Development (NIESBUD) at NOIDA Indian
Institute of Entrepreneurship (IIE) at Guwahati The National Commission for Enterprises in the
Unorganized Sector (NCEUS) has been constituted with the mandate to examine the problems of

enterprises in the unorganized sector and suggest measures to overcome them.
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II1 B.COM (PA) - (2016 - 2019 BATCH)
VI SEMESTER
PART -B
POSSIBLE QUESTIONS
1. Define the term Incentives
2. List out the types of incentives
3. Give the meaning of subsidies?
4. What is meant by seed capital assistance?
5. What is meant by MSMED Act?
6. Writs a short note on export promotion?

7. Write a short note on import promotion?
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PART -C
POSSIBLE QUESTIONS
1. Discuss the types of incentives with examples
2. Explain the subsidy for market services?
3. Briefly explain the concept of seed capital assistance
4. Discuss the Role of Entrepreneur in Export Promotion
5. Describe the role of entrepreneur in Import Substitution

6. Explain the role of MSMED Act in entrepreneurship?
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UNIT V — INCENTIVESAND SUBSIDIES

Multiple Choice Questions (Each Questions carries ONE Mark)

S.NO QUESTIONS Option 1 [Option 2 Option 3 Option 4 ANSWERS
UNIT -V
1 1A support organisations Company |[royalities market DIC DIC
o | DIC provides develop Services informations  |none Services
3 |Industries play a role. plan vital market all vital
A announce Company |[royalities market government [government
4 |allowance.
The capital is small small scale |medium scale [large scale none small scale
5 |in industries.
The small industries has to incur small scale |expenses scale large scale  [expenses
more
6
The small industries are exempted small scale |expenses scale income tax  |income tax
from
7
A rehabilition is granted to [medium expenses allowance income tax  [allowance
8 small scale industries. scale
. A rehabilition allowance is used business  [expenses allowance income tax  |business
9 [for purposes.
A intends to raise revenue. |MODVAT |CENVAT TRADE WAN MODVAT

10




Deduction is available plan royalities market financial royalities
11 |in
Carry forward is made plan royalities deductions financial deductions
12 |for
3 Deduction is allowed for years. 10 15 20 25 10
14 [Deduction is allowed for trade patent right goals copy patent right
15 [The investment allowance was introduced 1975 1976 1981 1625 1976
A expenses data engine matter engineering |engineering
16 [relates to business.
The small industries has established small scale |expenses back ward forward back ward
17 |for areas.
Depreciation Deduction is allowed data fixed assets matter current assets [fixed assets
18 |for .
o The accounts can be plan royalities audited rotated audited
A dividends can be small scale |inter corporate [large scale corporate inter corporate
20 |deucted.
Income from co operative societies can deducted |engine matter engineering |deducted
21 [be
A rehabilition allowance is used business  [expenses allowance income business
ooffor__ purposes.
The small industries are exempted small scale |expenses scale income tax  [income tax
23 |from
A expenses relates to business. |data engine matter engineering [engineering
24
A Deduction is |data Depreciation  |matter Expense units | Depreciation

25

allowed for fixed assets




A Carry forward is made for plan royalities Carry forward Carry
26 |deductions

Accounts can be plan royalities accounts audited audited
27

Entrepreneurs need trade technology goals accounts technology
28

Entrepreneurs get trade technology subsidies business subsidies

government
29

Small industries data finance matter tiny finance
30|need

SIDO Is to develop medium scale |large scale tiny level develop
31
32|A Is to CO ordinate. SIDO SIDC DIC SFC SIDO

SIDO provides develop medium scale |informations |no informations
33 informations
34 A support organisations SIDO SIDC DIC SFC DIC

DIC provides develop Services informations  [nothing Services
35 services

Industries play a role. plan vital market weak vital
36

A announce allowance. Company [royalities market government |government
37

Incentives act as motivators [fixed assets matter machinery fixed assets
38

is exempted. medium expenses allowance income tax  |income tax

39 scale

Programmes develop estates. people work person estates. estates.

40




Industrial estates people industralisation [person estates. industralisation
41 [promote
Income from co operative societies can deducted |engine matter engineering |deducted
42 |be
A rehabilition allowance is used business  [expenses allowance none business
43 |for purposes.
The small industries are exempted small scale |expenses scale income tax  |income tax
44 |from
45 |A physical infrastructure raw report project machinery  |raw materials
Autilities include details firm power data power
46
A transport facility is an power firm details utilities utilities
47
A physical infrastructure project report skilled labour | utilities skilled labour
48 lincludes
A common utilities repair firm power repair, firm  [repair shops
49 include shops and power
A communication facilities repair firm telephone telex telephone
50 include shops
A is an communication facilities.  |repair telex tele data telex
51 shops
A Research and development should be project enterprise data goals project report
52 |included in . report
A Project report 1is like a road Project format statement map map
53 report
54 (A is a common utilities.  [repair firm welding shops |making welding shops
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PART - A (20 X 1 =20 Marks)
Answer All the Questions

1. applied the word entrepreneur to business for the first time.

a) Robert Owen b)Joseph Schumpeter c¢) Richard Cantillon d)Max Weber
2. entrepreneurs are extremely task oriented.

a) Technical b) Fabian c) Induced  d) Business
3. The capacity to develop new ideas, concepts and processes is known as

a) Innovation b) Invention c¢) Skill d) Creativity

4. Knowledge + Skill + Traits =

a) Innovation b) Competency ¢) Skill d) Creativity.
5. An bears uncertainty.

a) Inventor b) Entrepreneur c) Manager d) Employer
6. An entrepreneur is the of an enterprise.

a) Servant b) Owner ¢) Manager d) Advisor

7. The motive of entrepreneur is to start

a) Capital b) Venture c) Budget d) Plan

8. An operates within organization.
a) Owner b) Inventor c¢) Intrapreneur d) Advisor
9. Entrepreneurship creates employement.
a) Large scale b) Medium  ¢) Small scale d) Medium and small

10. A new enterprise always involves

a) People b) Risk c¢) Cash d) Credit



11. Entrepreneurship development programme  consists of phases

a) Three b) One c) Two d) Four
12. Khadi belongs to industry.
a) Agro b) Yarn c) Textile d) Steel
13. A is one of the methods of project appraisal.

a) Statement b) Goals  c¢) Market analysis ~ d) Aim oriented
14. Projects for industrial development is an project.

a) Quantifiable b) Non-quantifiable c¢) Sectoral  d) Crash
15. Large scale projects are an example of project

a) Quantifiable b) Magnitude oriented c) Sectoral ~ d) Crash
16. skill helps an entrepreneur to establish an enterprise.

a) Communication  b) Decision-making c) Project development d) Management
17. is the ability of an entrepreneur to successfully convince others.
a) Persistence  b) Initiative ¢) Competency d) Persuasion.

18. An in-depth study is not required in

a) Feasibility report b) Interim report  c) Project report d) Progress report
19. is the master report

a) Interim report b) Feasibility report ¢) Project report d) Progress report
20. analysis is a continuous process used to analyse the past and/or projected

financial data.
a) Break-even b) Sensitivity ¢) Financial d) Ratio

PART - B (3 X 2 = 6 Marks)
Answer All the Questions

21. Define entrepreneurship.
22. List out the types of rural entrepreneur.
23. Give the meaning of project.

PART - C (3 X 8 =24 Marks)
Answer All the Questions
24. a) Discuss the functions of entrepreneur.
(Or)
b) Explain the types of entrepreneur with suitable chart.
25. a) Define women entrepreneur and discuss the problems faced by women entrepreneurs in
India.
(Or)
b) Describe the Phases of Entrepreneurial Development Programme in detail.
26. a) Discuss the classification of project with suitable examples.
(Or)
b) Explain elements and significance of project formulation in detail.
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. Feasibility report

. Project report
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PART -B

21. Define entrepreneurship.
Entrepreneurship is the act of creating a business or businesses while building and scaling
it to generate a profit.
22. List out the types of rural entrepreneur.
e Innovative entrepreneurs
e Imitating entrepreneurs
e Fabian entrepreneurs
e Drone entrepreneurs
e Social Entrepreneur
23. Give the meaning of project.
An entrepreneur takes numerous decisions to convert his business idea into a
running concern. His/Her decision making process starts with project/product selection.

The project selection is the first corner stone to be laid down in setting up an enterprise.

PART -C
24. a) Discuss the functions of entrepreneur
1. Decision Making:

The primary task of an entrepreneur is to decide the policy of production. An
entrepreneur is to determine what to produce, how much to produce, how to produce, where to
produce, how to sell and’ so forth. Moreover, he is to decide the scale of production and the
proportion in which he combines the different factors he employs. In brief, he is to make vital
business decisions relating to the purchase of productive factors and to the sale of the finished
goods or services.

2. Management Control:

Earlier writers used to consider the management control one of the chief functions of the
entrepreneur. Management and control of the business are conducted by the entrepreneur
himself. So, the latter must possess a high degree of management ability to select the right type
of persons to work with him. But, the importance of this function has declined, as business

nowadays is managed more and more by paid managers.
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3. Division of Income:

The next major function of the entrepreneur is to make necessary arrangement for the
division of total income among the different factors of production employed by him. Even if
there is a loss in the business, he is to pay rent, interest, wages and other contractual incomes out
of the realised sale proceeds.

4. Risk-Taking and Uncertainty-Bearing:

Risk-taking is perhaps the most important function of an entrepreneur. Modern
production is very risky as an entrepreneur is required to produce goods or services in antici-
pation of their future demand.

5. Innovation:

Another distinguishing function of the entrepreneur, as emphasised by Schumpeter, is to
make frequent inventions — invention of new products, new techniques and discovering new
markets — to improve his competitive position, and to increase earnings.

25. b) Explain the types of entrepreneur with suitable chart.
Depending upon the level of willingness to create innovative ideas, there can be the

following types of entrepreneurs:

| Imitating

1. Innovative entrepreneurs

These entrepreneurs have the ability to think newer, better and more economical ideas of
business organisation and management. They are the business leaders and contributors to the
economic development of a country.
Inventions like the introduction of a small car ‘Nano’ by Ratan Tata, organised retailing by
Kishore Biyani, making mobile phones available to the common may by Anil Ambani are the

works of innovative entrepreneurs.
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2. Imitating entrepreneurs

These entrepreneurs are people who follow the path shown by innovative entrepreneurs.
They imitate innovative entrepreneurs because the environment in which they operate is such
that it does not permit them to have creative and innovative ideas on their own.
Such entrepreneurs are found in countries and situations marked with weak industrial and
institutional base which creates difficulties in initiating innovative ideas.
In our country also, a large number of such entrepreneurs are found in every field of business
activity and they fulfill their need for achievement by imitating the ideas introduced by
innovative entrepreneurs.
Development of small shopping complexes is the work of imitating entrepreneurs. All the small
car manufacturers now are the imitating entrepreneurs.
3. Fabian entrepreneurs

The dictionary meaning of the term ‘fabian’ is ‘a person seeking victory by delay rather
than by a decisive battle’. Fabian entrepreneurs are those individuals who do not show initiative
in visualising and implementing new ideas and innovations wait for some development which
would motivate them to initiate unless there is an imminent threat to their very existence.
4. Drone entrepreneurs

The dictionary meaning of the term ‘drone’ is ‘a person who lives on the labor of others’.
Drone entrepreneurs are those individuals who are satisfied with the existing mode and speed of
business activity and show no inclination in gaining market leadership. In other words, drone
entrepreneurs are die-hard conservatives and even ready to suffer the loss of business.
5. Social Entrepreneur

Social entrepreneurs drive social innovation and transformation in various fields
including education, health, human rights, workers’ rights, environment and enterprise
development.
They undertake poverty alleviation objectives with the zeal of an entrepreneur, business practices
and dare to overcome traditional practices and to innovate. Dr Mohammed Yunus of Bangladesh

who started Gramin Bank is a case of social entrepreneur.
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25. a) Define women entrepreneur and discuss the problems faced by women
entrepreneurs in India.

Women entrepreneur may be defined as a woman or group of women who initiate,
organize, and run a business enterprise. In terms of Schumpeterian concept of innovative
entrepreneurs, women who innovate, imitate or adopt a business activity are called “women
entrepreneurs”.

Kamal Singh who is a woman entrepreneur from Rajasthan, has defined woman
entrepreneur as “a confident, innovative and creative woman capable of achieving self-economic
independence individually or in collaboration, generates employment opportunities for others
through initiating, establishing and running the enterprise by keeping pace with her personal,
family and social life.”

1. Problem of Finance

Finance is regarded as “life-blood” for any enterprise, be it big or small. However,
women entrepreneurs suffer from shortage of finance on two counts.

Firstly, women do not generally have property on their names to use them as collateral for
obtaining funds from external sources. Thus, their access to the external sources of funds is
limited.

Secondly, the banks also consider women less credit-worthy and discourage women
borrowers on the belief that they can at any time leave their business. Given such situation,
women entrepreneurs are bound to rely on their own savings, if any and loans from friends and
relatives who are expectedly meager and negligible. Thus, women enterprises fail due to the
shortage of finance.

2. Scarcity of Raw Material

Most of the women enterprises are plagued by the scarcity of raw material and necessary
inputs. Added to this are the high prices of raw material, on the one hand, and getting raw
material at the minimum of discount, on the other. The failure of many women co-operatives in
1971 engaged in basket-making is an example how the scarcity of raw material sounds the death-
knell of enterprises run by women (Gupta and Srinivasan 2009).

3. Stiff Competition
Women entrepreneurs do not have organizational set-up to pump in a lot of money for

canvassing and advertisement. Thus, they have to face a stiff competition for marketing their
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products with both organized sector and their male counterparts. Such a competition ultimately
results in the liquidation of women enterprises.
4. Limited Mobility

Unlike men, women mobility in India is highly limited due to various reasons. A single
woman asking for room is still looked upon suspicion. Cumbersome exercise involved in starting
an enterprise coupled with the officials humiliating attitude towards women compels them to
give up idea of starting an enterprise.

5. Family Ties

In India, it is mainly a women’s duty to look after the children and other members of the
family. Man plays a secondary role only. In case of married women, she has to strike a fine
balance between her business and family. Her total involvement in family leaves little or no
energy and time to devote for business.

Support and approval of husbands seem necessary condition for women’s entry into
business. Accordingly, the educational level and family background of husbands positively
influence women’s entry into business activities.

6. Lack of Education

In India, around three-fifths (60%) of women are still illiterate. Illiteracy is the root cause
of socio-economic problems. Due to the lack of education and that too qualitative education,
women are not aware of business, technology and market knowledge. Also, lack of education
causes low achievement motivation among women. Thus, lack of education creates one type or
other problems for women in the setting up and running of business enterprises.

7. Male-Dominated Society

Male chauvinism is still the order of the day in India. The Constitution of India speaks of
equality between sexes. But, in practice, women are looked upon as abla, i.e. weak in all
respects. Women suffer from male reservations about a women’s role, ability and capacity and
are treated accordingly. In nutshell, in the male-dominated Indian society, women are not treated
equal to men. This, in turn, serves as a barrier to women entry into business.

8. Low Risk-Bearing Ability

Women in India lead a protected life. They are less educated and economically not self-

dependent. All these reduce their ability to bear risk involved in running an enterprise. Risk-

bearing is an essential requisite of a successful entrepreneur.
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In addition to above problems, inadequate infrastructural facilities, shortage of power, high cost
of production, social attitude, low need for achievement and socioeconomic constraints also hold
the women back from entering into business.

26. b) Describe the Phases of Entrepreneurial Development Programme in detail.

Phase of EDP

Initial or Pre-traiming Phase

I

Training or Developmental
Phase

[

Post Training or Follow up
Phase

I. Initial or Pre-training phase
II. Training or Development phase
III. Post training or follow-up phase
I. Pre-Training
Pre-training phase consists of all activities and preparation to launch training programme.
Pre-training phase of EDP consists of the following activities :
1.Designing course-curriculum for training
It is essential for any EDP that whatever material for study or training is designed should
fulfil the needs or purpose of the EDP.The main objectives to be kept in mind while designing

the course curriculum are as follows:
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a) To provide knowledge and information regarding entrepreneurship, role of entrepreneur in
economic development and available facilities regarding establishment of enterprise to
perspective entrepreneurs.
b) To provide motivation training to the prospective entrepreneurs in order to develop right
approach and behaviour towards business.
c¢) To provide and arrange for necessary course material important for management and technical
information.
d) To collect and provide information regarding various agencies engaged in providing
assistance to entrepreneurs to establish and run the enterprises.
e) To provide various project reports so that they can study and analyse the feasibility of various
projects with regard to marketing,technical and financial aspects.
f) Arranging plant visits so that they may become familiar with real life situations.This will help
in inculcating the right behaviour and thoughts and in developing a strong personality.
2. Selection of faculty

The success of an EDP depends upon able or well qualified experienced faculty or
resource persons.Thus selection of the proper faculty is an important part of pre-training
phase.For this teacher from various universities,professional institutes, banks,research and
development fields are invited.
3. Advertisement

Next important task is giving advertisement for EDP to be conducted. So that maximum
number of candidates can participate. Advertisement can be given in local newspaper,educational
institutes or employment exchange.
4. Selection of potential or perspective Entrepreneurs

For the success an EDP it is essential that only those participants take part who really
have qualities to be potential entrepreneurs.The selection of prospective entrepreneurs can be
made on following basis:
1. On the basis of information available from application form.
i1. On the basis of written examination to check the aptitude.

iii. On the basis of personal interview of the candidate.
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I1. Training phase
The main objective of this phase is to bring desirable change in the behaviour of the trainees.
The purpose of training is to develop ‘need for achievement’ i.e. motivation among the trainees.
Accordingly, a trainer should see the following changes in the behaviour of trainees:
e Is he or she attitudinally tuned very much towards his or her proposed project idea?
o Is the trainee motivated to plunge into entrepreneurial career and beer risks involved in
it?
e How should he or she behave like an entrepreneur?
o What kinds of entrepreneurial traits the trainee lacks the most?
e Does the trainees possess the required skill in selecting the viable project, mobilizing the
required resources at the right time?
There are number of methods to provide Training:
1.Lecture method
In this method the instructor directly communicates with the participant with regard to
theory and practice tobe followed.The advantage of this method is that queries or doubts in the
mind of candidates are clearedon the spot.
2. Written instructions method
Under this method written material is provided to the participants for their use.All
important factors or elements required for setting up and running an enterprise are provided in
written form.
3. Demonstration or practical method
For better understanding of the candidates everything related to entrepreneurship is aught
by demonstrations.Every minute detail is explained by giving demonstrations for the practical
performance of the work.
4. Conferences
Under conference method,experts in various fields are invited to share their ideas with the
participants.The aim is to provide knowledge to trainees for improving their effectiveness.
5. Meetings
Meetings provide opportunities to candidates to discuss various problems faced by

them.They discuss exchange ideas on various issues at firm conclusion




CIA I Answer key | Batch: 2016 - 2019

6. Individual training
Under these circumstances where one person is to be given information or knowledge on
a particular aspect,then individual training is imparted.
7.Group training
This method of training is best suited where group of individuals has to do similar type of
work and where similar type of instructions are to be given to all of them.
I1I. Post-training phase

The ultimate objective of the entrepreneurship development programme is to prepare the
participants to start their enterprise. The success of the EDP can be judged from the objectives
it has achieved,that is how many participants actually started their own enterprise after getting
training. This phase involves assessment to judge how far the objectives of the program have
been achieved. This is called Follow-up. In follow up following three things come:

e Was the programme conducted as per plans?

o If not what were the deviations, loopholes in the plan?

o Taking Corrective action to improve the weaknesses after identifying them?

27. a) Discuss the classification of project with suitable examples.

Projects have been classified in various ways by different authorities. Little and
Mirreless divide the projects into two broad categories, viz., quantifiable projects and
non-quantifiable projects. The planning commission has accepted the sectoral criteria for
classification of projects. Projects can also be classified on the basis of techno-economic
characteristics. All India financial institutions classify the projects on the basis of the
nature of the projects and its life cycle. The project classification are explained below :

1. Quantifiable and non-quantifiable projects : Quantifiable projects are those in

which a plausible quantitative assessment of benefits can be made. Non-quantifiable

projects are those where such an assessment is not possible. Projects concerned with

industrial development, power generation, mineral development are forming put of
quantifiable projects. The non-quantifiable projects category comprise health,
education and defence.

2. Sectoral Projects : According to the Indian Planning Commission, a projects may fall in
the following sector :

1 Agriculture and Allied Sector
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2 Irrigation and Power Sector
3 Industry and Minings Sector
(d) Transport and Communication Sector
(e) Social Services Sector
§)) Miscellaneous Sector
The sector classification of projects is quite useful for resource
allocation at macro levels.
Techno-Economic Projects : Techno-economic projects classification includes
factors intensity-oriented classification, causation-oriented classification and
magnitude-oriented classification. These three grouping are narrated as under
% Factor intensity oriented classification : The factor intensity is used as base for
classification of projects such as capital-intensive or labour-intensive which
depends upon the large scale investments in plant and machinery or human

resources.

X/
°e

Causation oriented classification : The causation-oriented projects are
determined based on its causes namely demand based or raw material-based
projects. The non-availability of certain good or services and consequent demand
for such goods or services or the availability of certain raw materials, skills or
other inputs is the dominant reason for starting the project.

«» Magnitude oriented classification : The size of investments forms the basis for
magnitude-oriented projects. Projects may thus be classified based on its
investment such as large-scale, medium-scale projects.

Techno-economic characteristics based classification is useful in facilitating the
process of feasibility appraisal. United Nations and its specialised agencies use the
International Standard Industrial Classification of all economic activities (ISICO)
in collection and compilation of economic data. Since this classification covers
the entire field of human economic endeavour, it forms a useful basis for
classification of projects. Economic activities under this classification are grouped
into ten divisions, which are subdivided into ninety sub-divisions. The divisions
are :

Division 0 Agriculture; Forestry, Hunting and Fishing
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Division 1 Mining and Quarrying
Division 2&3 Manufacturing
Division 4 Construction
Division 5 Electricity, Gas, Water and Sanitary Services,
Division 6 Commerce
Division 7 Transport, Storage and Communications
Division 8 Services
Division 9 Activities not adequately described
4. Financial Institutions Classification : All India and State Financial

Institutions classify the projects according to their age and experience and the
purpose for which the project is being taken up. They are as follows :
(1) New projects
(i1))  Expansion projects
(iii))  Modernisation projects
(iv)  Diversification projects
The projects listed above are generally profit - oriented and the
services oriented projects are classified as under
(1) Welfare Projects
(i1))  Service Projects
(ii1))  Research and Development Projects
(iv)  Educational Projects
26. b) Explain elements and significance of project formulation in detail.

A process is a collection of interrelated actions and activities that take place in order to
achieve a set of previously specified products, results or services. The project team is in charge
of executing the formulation, evaluation and project management processes. The processes (tasks
and activities) have clear dependencies and are done following the same sequence in each
project. They are independent from the area of application approaches. These groups of
processes consider the multidimensional nature of formulation, evaluation and project

management.
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1. Preparation for Project Formulation

The Preparation of the Formulation phase (1) or what is the same, the elaboration of a
good proposal of former projects, can be divided into three sections: a) the establishment of the
formulation team and the necessary resources (financial, administrative and logistics); b) Terms
of Reference writing; c¢) Project plan preparation for the execution of formulation activities.
2. Analysis and Diagnosis

In the DIAGNOSIS AND ANALYSIS phase (2) interpret the diverse aspects of the
specific situation with the project team. During this phase, the teams receive training to do with
research and analysis techniques, in order to perform the data collection (quantitative and
qualitative) and exam (analysis) and to determine the main causes of the situation (diagnosis). At
the end of the phase, each team has to indicate possible proposals to better the actual situation
and answer the question: Has what has to be done in the project situation been understood?
3. Project Design

Taking as reference the conclusions achieved during the analysis and diagnosis phase, the
teams proceed in the DESIGN phase (3) to a more detailed and precise project creation, in order
to come up with an inversion proposal. Every team has to proceed by putting emphasis on the
system, product and technology viability verification. Also they have to define the structure of
the organization of the project, its programming in time, managing dispositions, resources and
cost and benefit estimations. The main question to answer at the end of this phase is: Are we sure
that we know how to make this project work?
4. Results Assessment

During the MULTI-CRITERIA Assessment phase (4) the effects and impacts that may
happen to the project during execution will be examined. The results of this phase should guide
the viability -technical, economical, financial, social and environmental- of the project. During
this phase, the following competence element will be specially dealt with: resources, cost and
finance, business, security, environment and ethics.
5. Project Document

The latest phase in project document at, where all deliverables are found and the report is
presented. The synthesis capacity is essential to be able to properly communicate -before

external agents and colleagues- the information and issue a project judgment.
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PART - A (20 X 1 =20 Marks)
Answer All the Questions

1. Indian Planning Commission classifies the projects under the category of

a. Economic development b. Sectors c. Quantities d. Factors
2. A Project report is like a road

a. Report b. format c. project d. map

3. is the heart of a project.
a. Project idea b. Project design c. Project identification d. Project selection

4. A project report includes the market

a. Form b. Potential c. Strategy d. Business
5.A is having common utilities.

a. Firm b. Institutions  c. Business d. Companies
6. Project appraisal is made for of projects.

a. statement b. expense c. profit d. execution
7. is the most important to start an enterprise.

a. Seed Capital b. Report  c. Project d. Document
8. Project is the heart of the project.

a. Idea b. Identification c. Design d. Selection
9. is one of the methods of project appraisal.

a. Statement b. Goal c. Market Analysis  d. Aim

10. IIC is the link between Foreign entrepreneurs and entrepreneurs

a. Indian b. Local c. Domestic d. Fabian



11. Financial Institutions co-ordinate policies to the programmes.

a. Assist b. Asses c. Affect d. Attend
12. Difference between latest finish time and estimated time to perform the project
is called
a. EFT b. LST c. LFT d. EST
13. SIDO is made for the purpose of of SSI
a. Organise b. development c. Control d. direct

14. SIDBI Commences its operation with

a. 251 crores b. 256 crores c. 255 crores d. 250 crores
15. TIIC’s role is to promote the of the enterprises .

a. Development b. data c. catching d. enhancement
16. KVIC is activated in the year

a. 1953 b. 1963 c. 1964 d. 1825
17. Single window scheme is instituted through

a. IDBI b. SIDCO c. KFC d. DIC
18. gives assistance to small Entrepreneurs.

a. Large Industry b. Middle Industry c. small Industry d. SIDBI
19. SIDBI gives important for assistance of scale operations

a. Leasing b. large c. high d. Small

20. DIC is promoted for industries to cater all

a. Medium b. Small c. Large d. large and medium
PART - B (3 X 2 = 6 Marks)
Answer All the Questions

21. What is meant by feasibility study?
22. Write a short note on DIC
23. State any two functions of Indian investment centre.

PART - C (3 X 8 =24 Marks)
Answer All the Questions
24. a) Discuss the factors influencing feasibility analysis.
(Or)
b) Explain the advantages of project report in detail
25. a) Discuss the objectives and functions of State Small Industries Corporation?
(Or)
b) Describe the role of Indian Investment Centre in the development of entrepreneurs.
26. a) Explain the significance and functions of KVIC.
(Or)
b) Describe the role of commercial bank in the financial assistance to small entrepreneurs.
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PART - A (20 X 1 =20 Marks)
Answer All the Questions

1. A rehabilitation allowance is used for purposes.
a. Business  b. Expenses c. Allowance d. Incentives

2. The small industries are exempted from

a. Problems b. Expenses c. Allowances d. Income tax
3. Deduction is allowed for years.

a. 10 b. 15 «¢.20 d. 25

4. Financial analysis is one of the methods of of the company

a. Goal b. Achievement c. Project appraisal ~ d. Marketing
5. SIDBI commences its operation in

a. 1936 b.1990 c. 1948 d. 1990

6. A was started by central government
a. DIC b. SIDBI c. NSIC d. SFC

7. Social attitude is one of the important problems of a entrepreneur.
a. Drone  b. Business. c¢. Women d. Adoptive

8. Expenditure incurred by a publisher for acquiring copyright is a
a. Deferred revenue expenditure b. Capital expenditure

c. Revenue expenditure d. Asset



9. Deduction is available in

a. Plan  b. Royalities c. Market d. Financial
10. Carry forward is made for
a. Royalities  b. Deductions  c. Financial d. Plan
11. Refinance to commercial banks is granted only for loans ranging between
a. 1 and 5 years b. 3 and 6 years c. 3 and 10 years d. 3 and 5 years

12. Venture capital firms are usually organized as

a. Closed-End mutual funds b. Limited partnerships

c. Corporations d. Non profit businesses
13. Income received in advance by a business units are

a. Liability b. Anassets c¢.Aloss d. Gain

14. Industrial estates promote

a. Industrialization b. People c. Person d. Estates.

15. Incentives act as

a. Motivators  b. Fixed assets c. Current assets d. Machinery
16. GATT is established in 1947 under
a. China leadership b. Japan leadership  ¢. U.S.Leadership d. U.K. Leadership .
17. The MSME Development Act came into force in the year
a. 2005 b. 2006 c. 2007 d. 2010

18. The entrepreneur who is committed to the entrepreneurial effort because it makes good

business sense is classed as a/an

a. Inventor b. Opportunist c. Hacker d. Craftsman
19. NSIC Promotes industries.
a. State b. Small c. Central d. Urban
20. 1s made up of a core group of highly specialized firms the same industry.
a. ED clubs b. Business clubs  c. Chamber of commerce d. Business Clusters

PART - B (3 X 2 = 6 Marks)
Answer All the Questions
21. State any two functions of TIIC

22. Write a short note on transport subsidy.
23. Give the meaning of MSMED Act.



PART - C (3 X 8 =24 Marks)
Answer All the Questions
24. a) Elaborate the various functions and organizational set up of IFCI.

(Or)
b) Discuss the functions and role of IDBI in assisting entrepreneurial growth in India.

25. a) Define Venture capital and explain its features in detail.
(Or)
b) Explain the types of incentives with suitable examples.
26. a) Explain the concept of seed capital assistance in detail
(Or)
b) Discuss the special tax benefits available to small enterprises working in rural and urban
areas.
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