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Books

. Robert Hisrich and Michael Peter&ntrepreneurshipTata Mc Graw— Hill

. Vasant DesaEntrepreneurship

. Marc J Dollinger Entrepreneurship — Strategies and Resouresyson Education
Syllabus

. | — Entrepreneurial Perspective

. Il — Entrepreneurial Environment

. Il — Launching an Enterprise

» Entrepreneurial Perspective

» Concepts of entrepreneur, entrepreneurship andpeise

* Advantages of entrepreneurship

* Nature and development of entrepreneurship

* Gender issues in entrepreneurship

* Dynamic role of small businesses in economic deraknt
» Personality of entrepreneurs and of intrapreneurs

* Innovation and entrepreneurship

* Entrepreneurial Environment

» Policy perspectives to promote entrepreneurshipeaelprises

* Analysis of business opportunities in different teex of economy at
national and global levels

* Quick- start routes to enterprises (franchised)laries and acquisitions)
» Support organizations for entrepreneurs and toéar r

» Legal framework for starting a business in India
* Launching Enterprises

* Product and project identification

* Developing a project report or business plan
» Business financing including VC finance

* Managing early growth

* Business incubation

* New venture expansion — strategies and issues
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Definitions
Entrepreneur (Oxford Dictionary) — Person who undertakes an @i with chances of
profit or loss.(As | have understood, Entrepreneur is a person witertakes a business activity of which
he has no background and faces considerable riskhé process. If either of the two elements, ‘iren,
background” or “considerable risk” is missing in ¢hwenture, it is no entrepreneurship).

Enterprise(Oxford Dictionary) — Bold Undertaking

Entrepreneur— (New Encyclopaedia Britannica) — An individuahavbears the risk of
operating business in the face of uncertainty atfmututure conditions.

Common Meaning — one who starts his own, newsanal business

Entrepreneurship— It is a philosophy or process through which atregmeneur seeks
innovation and employment.

Entrepreneur Entrepreneurship Enterprise
Person Process or Philosophy Object

Dissecting the word we get
Entre — Enter Pre — Before Neur — Nervetfeen

Entrepreneurship can also be described as a areatid innovative response to the
environment.

Entrepreneurship Theories

1600 —French verb Entreprendre- to undertake.

1700 —Person bearing Risk or Profit in a fixed price tcact (Risk)

1725 —Richard Cantillon — Person bearing risks is défarfrom Capital Supplier (Risk)

1803 - J. B. Say — Shifts economic resources out fromaea of lower to higher
productivity & greater yields (Value Addition)

1934 — Joseph Schumpeter — Innovator and develops urte@tthology (Productivity &
Innovation)

1961 - David McClelland — Highly motivated, energetic, adeoate risk taker (Need for
achievement)

1964 - Peter Drucker — Searches for change, responds&oekploits as opportunity
(Opportunity Focused)
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1980 - Karl Vesper — Behaviour Perceptions— Economidsgchologists, Businessmen,
Politicians (Environment)

1983 - Gifford Pinchot — Intrapreneur

1985 - Robert Hisrich — Creating something different witidue, devoting time & effort,
assuming risks (FPS); results— rewards and sdiisfat eadership & Vision)

Please note that key word in EntrepreneurshiRil 8K. Any venture where risk is mitigated
due to any reason does not qualify to be callecepregneurship.

Entrepreneurs are people who create new busindsstyain the economy and bear
considerable business risk in the process. Thidteén done by starting new companies.
But they can also create new business activitynrpducing a new product or creating a
new market

Some other related facts about Entrepreneurship

. Entrepreneurs are made; they aren’t b@rhis statement is more of public posturing than
fact. Essential characteristics of an entreprendws,, ambitiousness, capacity to take moderate
risks, organizing ability, persistence, vision,,atan not be taught in any school. These are inborn

characteristics of a person. Know this fact but'tamite it in the answer sheet)
. Incubator organization is an organization that supportsegmémeurs

. Venture Capitalists— VCs are like bankers, but since they aren't ettbfo strict
regulations as bankers, they take greater risksaking investments — organized as
formal businesses, they expect to reap 25— 30%adlynand get more actively
involved in the ventures than bankers do.

. Angelsare private individuals who invest directly innfis and receive equity stake
in return — they act as advisers to founders.

. Don't confuse entrepreneurship with running a beissn Every person launching a
business is not an entrepreneur. A businessman’'dading over his established
family business or starting another factory in héiguring town is no entrepreneur
because he is well trained in matters of that lmssirby virtue of constant exposure
since childhood. He has support of family and flienn terms of finance and
advice should going gets tough. With his trainipgofessional and personal
contacts and financial backing, risk element andednainty are almost missing in
such business. Whereas, a farmer’s son, ventuongpen a grocery or even
‘pan shop’is an entrepreneur because he is stepping intmehnarted territory of
which he has little/no training and therefore beanssiderable risk.
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How do you define an entrepreneur in the 21st Ceny®

An entrepreneur of Flcentury is a customer focused innovator. He useknewledge.
Advantage is speed. He is a global thinker evenghdie may not necessarily be a global
player.

Standard (New) Definition

Entrepreneurship is the procescdating something differentvith value by devoting the
necessary time and effort, assuming the accompariyiancial, psychic, social risks and
receiving the resulting rewards of monetary and@eal satisfaction and independence.

Word “Entrepreneur” stems from French Verb Entredre — means between; taker or go
between

New Definition involves four aspects —

(&)  The creation process

(b) Devotion of time and efforts

(c) Assumption of risks

(d) Rewards of independence, satisfaction, money.

Advantages of Entrepreneurship

To an Individual

€)) Provides Self Employment for the entrepreneur
(b) Entrepreneur can provide employment for near & dearas well

(c) Entrepreneurship often provides an employment aweliHood for next
generations as well.

(d) Freedom to use own ideas — Innovation and crégativi

(e) Unlimited income / higher retained income — Billt€ahas risen to become
richest in the world in a single life time throughtrepreneurship

)] Independence
() Satisfaction

To the nation
€)) Provides larger employment — Entrepreneurs prosidployment for self as

well as other people and is source of employmezdtaon.

(b) Results in wider distribution of wealth — This idagical sequel of above
issue. Higher the employment, greater the disiobudf wealth

o o
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(c) Mobilizes local resources, skills and savings

(d)  Accelerates the pace of economic development —epréneurship is the
govt's one of the most trusted vehicles for ecomodevelopment

(e) Stimulates innovation & efficiency

Factors Favouring Entrepreneurship

1.

Developed Infrastructure Facilities- Availability of infrastructure reduces the cost
& efforts and improves viability of projects thrdufigher profit margins.

Financial Assistance— Easy availability of cheap funds is vital foroproting
entrepreneurship.

Protective and Promotional Policies Most of the entrepreneurship projects start
very small and have no resilience. They are extigmalinerable to competitors,
market, money markets, etc, for considerable tiagourable Govt policies shelter
them from such vagaries.

Growth of Education— Science, Technology & Management — Growth of
education idelievedto be promoting entrepreneurship. However, thezecaough
examples to suggest otherwise. A very large praporiof first generation
entrepreneurs are low educated. Take the caseardsdift Chairman Mr Bill Gates
or Reliance Founder Mr Dhirubhai Ambani. (We alswdnMr Narayan Murthy and
Mr Ajim Premji to balance this scale). On a widg@estrum, Kerala, the most
literate state and West Bengal, another state lighliteracy front, are least
entrepreneurial states where as Punjab, with 5 famk bottom was top on
entrepreneurial charts.

Risk Taking Abilities— Risk taking ability is one of the pillars of esptreneurial
spirits.

Hunger for Success (Capitalistic Viewy Fire in the belly and dreams of riches is
what drives most entrepreneurs on this risky paitly. person content with what he
has would take the easier route of salaries job.

Environment/Culture Impact— Entrepreneurship is contagious. Communities like
Punjabies and Marwaries are historically entrepyeat They are known for
seeking and exploiting business opportunities irstmiemote areas. It is a culture
that propels them@o to Pull_Factor®)

Social Security— Social security acts as a safety net againisiréapf enterprise.
Social security guarantees basioti, kapada aur makan’in case of failure.
Entrepreneurial spirit of United States is borrtlgayut of this security.

Technical/Industrial Training Facilities — Industrial Training facilities on one
hand generate skilled manpower so vitally requfegdsetting up enterprises while
on the other hand they are also nursery for fuem&epreneurs. Among the

o o
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10.

educated entrepreneurs, a majority is productaffrteal institutes from IIT to ITI
(Tier 1 to Tier Ill institutes).

Globalization— Globalization has provided another avenue fairi®ess. Many dare
devils have taken a head— along plunge into thcharted water and have written
new success stories.

(Think of numerous other factors)

What makes a Successful Entrepreneur?
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The urge for achievement (most often monetary aonsj — Most Important
Willingness to take moderate riskgHigh risk takers are not entrepreneurs but gangler
Determination to win

Win— Win Personality

Ability to identify & explore opportunities

Analytical ability to take strategic decisions

Perseverance

Flexibility

Capacity to plan and organize

Preparedness to undergo physical and emotionakstre

Positive self concept/Self Belief

Future orientation — Vision

Ethics and Values — Mission

can be an Entrepreneur?

Who feels the need for achievement

Who can take moderate risks

Who possess skills in organizing

Who can capitalize on opportunities

Who has some financial strength — On his own ordvesd
Who has ability to work hard

Who has desire for responsibility

Who has a clear perception of probability of susces
Who gets stimulation by feedback

Anyone — He can be male, female or even a Eunuch
Who does not have previous experience

o o
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Characteristics of an Entrepreneur

Mental ability

Clear objectives
Business secrecy

H.R. ability
Communication ability
Technical knowledge
Achievement- oriented
Perseverance

Ethical

Motivator

© © N o o b~ owDdPR
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Self- confident
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Long term involvement

[
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High energy level

=
~

Problem solver

=
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Initiator

[
o

Goal setter
17. Risk taker

(Please note that all the three headings are radgshe same)

Key Elements of Entrepreneur

Need for Achievement
Risk taking
Organizing Skills
Ethics & Values
Vision

o a0k wbd PR

Innovation

Above is the list of key elements as per the psifgsMr JC Saboo. Individual opinions
may vary. In my own assessment, the last threeaddanm the part of key elements of
entrepreneur. Justification is as follows —
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Ethics and Values- AImost every entrepreneur is raw and weak atithe of start. He has
little knowledge and even meagre resources. He ittedp against heavy odds like
established players in the market who usually Hétle respect for ethics. There is no
denying that Ethics will win in long term; providgeu survive that long to benefit from
that win. For short and medium term, it is “hookcoook” attitude which brings business
success. Remember Sania Mirza's Tee Shirt! — Nide don’t win matches. The wisdom
in the market place is — Pyar 2YAPAR mein sab kuchh jaayaj hai. There is no denying
the fact that there are Tata, Infosys and Wipranass empires where almost every brick
is a hallmark of ethics, but the list probably @ mery long. The list of unethical, and yet
successful, companies is rather long. We don’t hawe system of rating companies on
ethical scale, else, the issue would have nevegmari

Vision — Rarely does an entrepreneur start with a 10 wasion. Almost every
entrepreneur, including Sir JRD Tata, starts sméh basic survival or “little riches” as
the aim. The vision, mission and all such manageaegons erupt only after a reasonable
level of success is attained.

Innovation — | personally consider Innovation fairly low ihet entrepreneurial element
basket. Innovation helps in achieving success sinass whether it is 10 generations old
business or an entrepreneur’s new enterprise. Aemeneur is one who starts a business
enterprise of which he had no previous experiehtmst entrepreneurs start with a routine
business activity without any innovative idea. layrbe as common a business as a pan
shop. So, if a farmer's son opens a pan shop, ther@o innovation but it is
entrepreneurship. Whereas, if a panwalla’s son ®@emew pan shop away from his
father’s shop, it is not even an entrepreneurdBiy.yes, if he later finds a way to export
his pan to some foreign country, there is innovatbfinding a new market for his product
and it is entrepreneurship. He has gone into @dgriwhich was new to him and probably
even to his trade.

As per my assessment, three qualities that replacee qualities are —

4. Perseverance- The start is tough and initial failures are cosnnphenomenon. If
the person does not have a steely resolve andveeasee to keep going against all
odds, his failure is almost certain. In US, onlyaut of 10 new businesses survive
beyond 2 year.

5. Hard Working — The initial years are sweat and sweat and evere raweat.
Resources are scarce, finances are scanty, knoaviedsketchy and goodwill is
zero. Untiring work bordering on the madness is momm element in every
successful entrepreneur’s story. Almost every emémeeur packs a 48 hrs work
schedule in his 24 hour day.

6. Self Confidence They all have the confidence to overcome every odd.
Study the Profile of a Successful Entrepreneur amtentify six key elements in order of

priority

o o
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ENTREPRENEUR'S BACKGROUND & CHARACTERISTICS

10.

Family Environment — In most cases, people follow the footstep ohdat A
businessman’s son takes up business and a sgbatigoin’s son tries to find a job.
So, if a family has had a tradition of entrepresaip, later generations also follow
the step of their ancestors, like the Gujaratied Btarwaries. Conversely, if a
family has had a bad experience with entreprengurshis unlikely that next
generation will be very entrepreneurial.

Education— Education has no correlation with entreprenéspait. If at all there
is one, it seems to be inverse. Most of the ergregurs come from low education
background. Educated people who get decent joltyrprefer comfort of salaried
job. It is only those who are unable to find aniyifor themselves eventually try
their hands at new business. For long long years td problems of licence, quota
and inspector raj, most educated people prefemetljgb, for it symbolized power,
comfort, social status and for the people with swples, money too. However,
trend is slowly changing. With business environmeatoming easier and govt
officials’ powers being on the wane, many educatedple are also beginning to
venture into entrepreneurship

Age— There are people who start as early as prolddbgnd some others after their
retirement.Harland David Sanders better known a<Colonel Sanders(not a
Army Colonel but an honorary one) started his fasm#&entucky Fried Chicken
business quite late in his varied career. But comyanen are often in the age
group of 25 — 35 and women in the age group of&R—

Physical Attributes- Have absolutely no correlation with entrepreraspirit.

Marital Status — No direct correlation but going by the age groupost
entrepreneurs are married.

Working History — Entrepreneurs quite often have some working epee as a
salaried employee in the field of their venturaliways helps to learn a little about
business before putting your money in. Sindhi comityufollows this practice
assiduously.

Family Contacts— Family contacts in business world reduce thiesremd help the
entrepreneur.

Professional Contacts- Professional contacts again help. IIT and IIMdyrates
venturing into entrepreneurship often get help ftbeir peer and seniors.

Personal values

Lifestyle— Most entrepreneurs are fond of good thingsfendut are willing to wait
till they strike rich. In the interim they are wilh to rough it out.

o o

Page 9 of 85 - Entrepreneurship Mgmt (Ver 1.1 —v06.04.2007)
Jamnalal Bajaj Institute of Mgmt Studies

Document Produced by deskPDF Unregistered :: http://www.docudesk.com



q\‘i'-i"/s%
Mgmt study material created/ compiled by - CommanB& Singh — rajeshsingh_r_k@rediffmail.com
What is a job competency?

It is knowledge, skills and attitude related toaatigular job. Performance emerges from
the combination of knowledge, skills and attitude perfect balance of all the three is
required. They can not compensate each other. Metteally, competency is n&um
total of knowledge, skill and attitude but thpnoduct If one of the factors is zero, ourpur
is zero irrespective of how high are the other t®o, very high knowledge and skill can
not compensate absence of right attitude.

Some Definitions and Explanations

1. Knowledge— Collection and retention of information in arforthat it can be
effectively used.

2. Skill is the physical or mental ability to do somethingjl (hard and soft skills)

3. Motivesare reasons for doing something (need)
4. Traits — Characteristical way in which a person behaveggponds to a particular
situation.

5. Attitude reflects the way of thinking and acting
(Self and others determine the attitude)

6. Initiative — Willingness to take action solely on demand & ttcasion without
being asked/prompted/forced by others. Taking astito start the business and
expand into new areas, products and services.

7. Persistence— Repeated attempts to overcome obstacles defsplitees. But a
successful entrepreneur analyses reasons for ilusefalearns and modifies his
methods every time. But wisdom of knowing when b@aradon attempts is more
important that capacity to persevere in the facebstacles.

8. Information Seeking— Information is power. Right information at thght time
makes the job easier. Knowing that flight has gotoelled before you leave home
will save you time, money and spare frustratiorsutcessful entrepreneur invests
in establishing information channels.

9. Concern for High Quality of Work— Quality has no set standards. Eventually, it
settles down to price — performance ratio. Whethecompany follows Cost
Leadership or Differentiation strategy, it is valkat customer perceives in product
which will sell the product in the market. Therefpra entrepreneur has to be
conscious of delivering value.

o o
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10.

11.

12.

13.

14.

15.

16.

Efficiency Orientation — Constantly looking for ways to do things fasberwith
fewer resources or at a lesser cost.

Systematic Planning

€) Breaking a large task into several sub tasks.

(b) Developing and using logical steps to analyse @astts and forecast future
developments.

(c) Developing plans after duly anticipating obstaelad opportunities.
(d) Evaluating alternatives on merits and demerits.

Problem Solving

€)) Identifying the root cause of the problem.

(b) Developing strategies in the light of objectivesaurces, and constraints.
(c) Generating new ideas or innovative solutions.

(d) Identifying the best idea and applying to reachgbals.

Persuasion- Persuasive ability is another key to successirepreneurial success.
Right from the time of arranging finances to thenpevhere people are cajoled to
abandon a trusted product/brand and try out a medugt, there are 100s or 1000s
of people whose cooperation has to be sought. 8sv@iskills make the job much
easier and faster.

Use of Influence Strategies Using influence to get your job done is oftercraiss
roads with ethics. But every use of influence maylme unethical. If some one is
creating hurdles just because he is expecting lonlsgmply being lazy, use of little
influence to get your job is done is definitely noiethical. However, if influence is
used to jump a queue and deny or delay a genusienaht in the process is
definitely unethical.

Assertiveness

€)) Confronting problems and issues with other directly

(b) Be polite but firm.

(c) Telling others clearly what they have to do.

(d) Reprimanding those who fail to perform as expediediever close they
may be.

Concern for Other’s Welfare- It is an important quality for team building whiis
necessary if the initial success is to be trandlat® a larger success.

o o
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Entrepreneurship and Management Students

1. A Management Graduate is a person trained in napgesgills and knowledge to
manage an enterprise.

2. A Management Graduate is best placed to be anpeatreur. With his knowledge
of business domain, his chances of launching aessful entrepreneurial venture
are much higher than any one else. It will berte®t Management Graduate as well
as the country.

3. Experience even from Harvard Business School aosfithat more Management
Graduates take Entrepreneurial Role (after gairsngie experience) and the
average income of entrepreneurs is higher by alradstimes compared to their
friends who are in job.

4. A Management Graduate should therefore not be gudtb Seeker. He can and
should take the role of Job Provider.

5. Enterprises in protected economy can sustain miagement because the markets
are assured under quota and license raj. In theiremsnonopoly or monopolistic
market, there is a demand supply mismatch and forerg@rofit margins are high.
Therefore, there is enough resilience to sustaoreand consequential losses in an
entrepreneurial venture once the license was atain

6. Enterprises in competitive environment are essiintia be well managed. In the
resulting perfect or near perfect market, profrsthin and any losses due to errors
can not be passed on to the consumer. Thereforepeeneurial ventures have to
be well managed.

7. Even in his employment in a company, he needs torbhe an INTRAPRENEUR
in order to deliver maximum to his employer and@ase his own stock in return.

8. Therefore, either way, Entrepreneurship Managerhenbmes an essential part of
curriculum of management studies.

Entrepreneurial Decision Process

A person decides to do something either becausetharg in that activity lures him or he

he takes it as option in lieu of something else,hie is forced to do it by people or

circumstances. The factors which lure a personewoime entrepreneur are called Pull
factors and the factors that compel him are cdesh factors.

Pull Factors

€)) Perception of Advantages If a person feels that he can earn better or

o o
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(b)

(€)

(d)
()

Push Factors

(@)

(b)

(€)

(d)

()

(f)

overall gains in terms of money. Status, securftyture, etc as an
entrepreneur are better than working as an emp|dyedends to turn an
entrepreneur.

Spotting an Opportunity- Many employees spot a business opportunity in
the course of their work and decide to exploit thaportunity rather than
pass it on to their employer. Many employees busugnessful businesses
at throw away prices from their former employerd &nn them around.

GovernmentPolicies — Govts very often formulate policies to promote
certain business activity or backward areas whiclifero tax
concessions/holidays, cash subsidies, cheap latad, vehich improve
success and profit prospects.

Motivation from biographies or success stories.

Influenced by Culture, Community, Family Background, Teaché&rsers,
etc. — (Refer page 5 para 7) Ga&avironment_Impact

Job Dissatisfaction- Many people start their own venture because finely
dissatisfied with their existing jobs/boss/work Bamment.

Relocation— Repeated or especially unhappy relocation sanmestprompts
some people to entrepreneurship.

Joblessness- This is the biggest source of micro level engapurships.
Many parents help their academically poor childreho fail to find a job,
to start their own micro ventures. But success iraich ventures is poor.
The very traits responsible for their academiafaillead to business failure.

Lay off — Lay offs often lower the market value of an &ype to half.
Thus, if a person is laid off and he is unabland & suitable job for him, he
might think of starting his own business.

Retirement— Many retired, but physically and mentally fiegple start their
own business either to supplement their pensiomgavor just to keep
themselves gainfully occupied.

Boredom— This is applicable to many ladies from well o fdmilies. With
their army of servants to take care of home, timy &n avenue to keep the
boredom away and start ventures like boutiquebkjdasdesigning, etc.

o o

Page 13 of BVS - Entrepreneurship Mgmt (Ver 1.1 :06.04.2007)
Jamnalal Bajaj Institute of Mgmt Studies

Document Produced by deskPDF Unregistered :: http://www.docudesk.com



Mgmt study material created/ compiled by - CommanB& Singh ﬁ/ rajeshsingh_r_k@rediffmail.com
Entrepreneurship and Economic Development

Entrepreneurial spirit of people is greatly resplolesfor economic development of any
country. There is no resource including diamondasias valuable as human resource.
South Africa and a few other African countries deestheir fertile gold and diamond mines
have remained poor/relatively poor, where as Jag#nliterally no natural resources and
having suffered devastation during WW-IlI becameeaetbped country in just three
decades. Therefore, if a country allows its hunmesources to be unutilized/underutilized
(unemployment/disguised unemployment), its econodegelopment would be severely
hampered.

Failure of communism worldwide and our own harmogviexperience with
socialism has shown that “Govt has no businessetanbBusiness”. Govt should only
govern. Business activity should be left to peopled this is where entrepreneurs enter the
picture.

€)) Entrepreneurs set up enterprises which provide eynpént not only to
themselves but to many others directly and indyeahd thereby put into
utilization Human Resource of the country.

(b) Entrepreneurs combine resources, put their time effaits and produce
goods or services. The Value Addition that theyt@dhe resources brings
prosperity to the country.

(c) What they contribute — productivity, output, valaddition, income and
employment

(d) Entrepreneurship is a “Low Cost Strategy”. An eptemeur works with
maximum financial efficiency in order to maximizeish profits.
Entrepreneurs rarely indulge themselves in luxunBasiness Class travel
and 5 Star Hotel comforts which the managers awdélout fail. Thus,
many such costs are either avoided or kept in checktepreneurs perform
the crucial role themselves.

(e)  The spirit of Entrepreneurship — Drive, achievirighler goals, creativity,
innovative attitude.

) A dynamic society emerges and the spirit spredds di chain reaction —
Many entrepreneurs have proved to be catalyst fowth of a bevy of
smaller entrepreneurs. Jamshedpur was a smallliefane Tata Steel Plant
was set up. Once the plant came up in the placey mpeaople set up their
small enterprises to cater to the needs of the iggpopulation.
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Product Evolution Process

Fundamentals
of Science

|

Recognized Development
hnol ) N
Social Need Phase

\ / Concept Testing Planning

Beginning of Technological Modeling Financing
Innovation Product Testing Manufacturing

l Marketing

Ilnvention / Innovation I

The Evolution Process

(@)
(b)
(€)
(d)
()

Intersection of knowledge and a recognized so@atin
Initiation of technological innovation

Iterative Synthesis

Development Phase

Industrial Phase

The Product Planning and Development Process

(@)
(b)
(€)
(d)
(€)

Idea Stage- Idea — Evaluate

Concept Stage- Lab Development — Evaluate

Product Development Stage- Pilot Production — Evaluation

Test Marketing Stage— Semi Commercial Production Evaluation
Commercial Stage —

0] Introduction
(i) Growth
(i)  Maturity

(iv)  Decline
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Commercialization

(@)
(b)
(€)
(d)

(€)

Role of Government

Role of Corporate — Intrapreneurship

Role of Individuals — Entrepreneurship
Development of Technology

0] Utilization of materials

(i) Exploitation & transformation of energy
(i)  Understanding and application of Scientifiari€iples
The Role of Government

() Promotional

(i) Neutral

(i)  Regulatory

The Strategies for an Entrepreneurial firm

Below is illustrated recommended strategic respdiosea small firm under differing
conditions of technological and finance requireradat various industries

T —Technological Inputs M — Money Inputs

(@)

(b)
(€)
(d)
()
(f)
(9)

Technology— High, Money — High — Industry requiredarge skilled
resources (difficult to obtain for a start up firamd large financial strength
(again a difficult proposition for a new firm). Reomended response — Act
as a Supplier or Sub —Contractor.

T— High, M— Low — Specialist firm, access to low cost research

T- Low, M- High — Linkage with well- established channels

T— Low, M— Low —Well suited to small firm

Low Tech — High Volume —Requires strong Financial Ability

High Tech — Low Volume —Requires Strategic Ability

Emerging Options— Franchisee; Sub— contractor
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Business Environment & Entrepreneurship Environment
€)) Political — System, Stability, Leadership
(b) Socio— cultural — Culture, Community, Values, Ethics, Attitude
(c) Technological — Education, Absorption, Competition, Innovation

(d) Legal — Regulatory framework, Consumer protection, Condern
environment, Labour laws

(e) Economic — GDP, GNP, Resources, Fiscal, Non- fiscal polidiesgntives
and Subsidies

Dimensions of Environment

(8 SPECTACLES - Social, Political, Economic, Cultufigchnological,
Aesthetic, Customer, Legal, Environmental and Satto

(b) PEETS - Political, Economic, Ecological, Technotadjiand Socio—
demographical

(c) SLEPT - Social, Legal, Economical, Political ancfmological

Factors Influencing Entrepreneurship

Individual

Economic ) —
Environment E[Bﬁt%m@mﬁnﬂm Socio-cultural

factors
Support
Systems
Political Legal Technological
Environment Environment Environment
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OUTLINE OF A BUSINESS PLAN

1. Introductory page
€)) Name and address of the venture
(b) Names and addresses of the principals
(c) Nature of business
(d)  Statement of financing needed
(e)  Statement of confidentiality of the report
2. Executive Summary
3. Industry Analysis
€)) Future outlook and trends
(b) Analysis of competitors
(c) Market segmentation
(d) Industry forecasts
4. Description of Venture
€)) Product(s)/Service(s)
(b) Size of business
(c) Office equipment and personnel
(d) Background of entrepreneurs
5. Production Plan or Operations Plan
€)) Manufacturing process (amount subcontracted)
(b) Physical plant
(c) Machinery and equipment
(d) Names of suppliers of raw materials
6. Marketing Plan
€)) Pricing
(b) Distribution
(c) Promotion
(d) Product forecasts

o o
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(e) Controls
)] e— initiatives

7. Organizational Plan

€)) Form of ownership

(b) Identification of partners or principal sharehokler
(c) Authority of principals

(d) Management- team background

(e) Roles and responsibilities of members of orgaroznati

8. Assessment of Risk

€)) Evaluation of weaknesses of business
(b) New technologies
(c) Contingencies plans

9. Financial Plan

@ Pro forma income plan

(b)  Cash flow projections

(© Pro forma balance sheet

(d) Break— even analysis

(e) Sources and applications of funds

10.  Appendicegcontains backup material)

€)) Resumes of principals
(b) Letters
(c) Market research data and survey results
(d) Leases or contracts
(e) Price lists from suppliers
()] Facility layout
(9) Draft marketing brochure with or without pricing
(h) Structure of e— marketing thrusts, if any
Business plans rank no higher than 2/10 as a goedi€ a new venture’s success. With all

the uncertainties involved, it is not easy to fastcor make future projections. An
entrepreneurial venture faces even greater unogéesii It is hard to predict even revenues
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let alone the profits. Thus, every investor knohattany financial projections for a new
company that stretch beyond a year are an actagimation.

It does not mean to say that business plans shwatldnclude numbers. Business plans
should include numbers but those numbers shouldapp the form of a business model
that shows that the entrepreneurial team has ceresidthe key drivers of the venture’s
success or failure.

Estimation of time and capital is another hurdethduring preparation of project plan.

Break even analysis is very important. Also theetimhen cash flow will turn positive
needs to be estimated. But these information shoaoifde towards the end of the project
report.

There are four independent factors critical to gvexw venture and should be highlighted
in the business plan —

1. The People

The most important determinant of success. The armh women starting and
running the venture, as well as, the outside marpeoviding key services or
important resources for it, such as its lawyerspaantants and suppliers.

An ordinary plan can succeed if the execution ismaaulate, but an outstanding
plan will surely flop without effective executiofihus, the people involved in the
new venture are most important. Arthur Rock, a et Capitalist legend

associated with companies like Apple, Intel ance@ighe states,

“l invest in people, not ideas”
Three important questions need to be answerederry éusiness plan —
(&8  What do they know (about business)?
(b)  Whom do they know (the customers, the people igth#, etc)? and,

(c) How well are they known (their reputation that da@ leveraged with
various stakeholders of business like supplierspleyees and gowvt
officials)?

Thus, a business plan should describe each memkeowledge of the new
venture’s type of products and markets — from oetitqrs to customers.

2. The Opportunity

A profile of business itself — what it will sell drio whom, whether the business can
grow and how fast, what its economics are and witbvehat stands in the way of
success.

o o
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A good business plan begins by focussing on twe@spof opportunity —
€)) Is the total market for the venture’s product lamggidly growing or both?
(b) Is the industry now, or can it become, structurattyactive?

Investors look for a large and rapidly growing nedrkecause it is much easier to
obtain a share of a growing market than to figithveintrenched competitors for a
share of a mature or stagnant market. The busipkss should establish the
attractiveness of the industry in terms of growtiteptial. Building and launching

of the product in the market place is the next eashpoint in the project report.

If it were easy to spot the opportunities, they ldduave become extinct. They will
be killed before they are born.

Pricing is another issue. Difficult to guess but inevitafdr any project report.

Cash flow is equally important. The project remdrould include —

(@ When does the business have to buy resources, asicsupplies, raw
materials and people services?

(b)  When does the business have to pay for them?

(c) How long it takes to acquire a customer?

(d) How long before customer sends the business cheque?

(e) How much is the investment for each rupee of sale?

Growth opportunities in terms of place, productstomer base, etc needs to be
elaborated.

Project plan also needs to discuss the mouse tinapshe business can get caught
into and plan to avoid them.

Competition is the next issue that should be adecksn great detail. Following
guestions should be answered —

(&8  Who are the new venture’s current competitors?

(b) What resources do they control? What are theingthes and weaknesses?
(c) How will they respond to the new venture’s decigimenter business?

(d) How can the new venture respond to its competit@syonse?

(e)  Who else might be able to observe and exploit gpodunity?

)] Are there ways to co-opt potential or actual conpest by forming
alliances?

o o
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3. The Context— The big picture — The regulatory environmenternest rates,
demographic trends, inflation and the like — bdlidactors that change inevitably
but can not be controlled by the entrepreneur.

4. The Risk and Rewards An assessment of everything that can go wromigrigt
and a discussion of how the entrepreneurial teamespond.

The business plan remains same irrespective ofatttewhether it is an entrepreneurial
venture or being launched by the established cowpafter all the market does not
differentiate on the basis of whose money it isethier of the investor or the shareholders.
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Characteristics and Guiding Factors for Successtthtrepreneur

Characteristics of a successful entrepreneur

1. The urge for achievement (most often monetary aonsj — Most Important
2. Willingness to takenoderaterisks —(High risk takers are not entrepreneurs but gamgjler
3. Self Confidence — Confidence in own ability to veigainst all odds.

4. Ability to identify & exploit opportunities

5. Analytical ability to take strategic decisions

6. Perseverance

7. Determination to win

8. High organisational ability

9. Who has some financial strength — On his own ordvesd

10.  Who has ability to work hard

11.  Who has desire for responsibility

12. Win— Win Personality

13.  Flexibility

14.  Capacity to plan and organize

15. Preparedness to undergo physical and emotionakstre

16.  Positive self concept/Self Belief

17.  Future orientation — Vision

18. Ethics and Values — Mission

Guiding Factors-

Clear objectives,

HR abilities,
Communication ability,
Technical knowledge,
High energy level,
Motivator,

Self confidence,

Problem solver,

© ©® N o gk~ 0P

Goal setter.
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Factors Favouring Growth of Entrepreneurship

Following are the major factors which favour growftrentrepreneurship in a country

1. Developed Infrastructure Facilities- Availability of infrastructure reduces the cost
& efforts and improves viability of projects thrdufigher profit margins.

2. Financial Assistance— Easy availability of cheap funds is vital foroproting
entrepreneurship.

3. Protective and Promotional Govt Policies Most of the entrepreneurship projects
start very small and have no resilience. They ax&remely vulnerable to
competitors, market, money markets, etc, for carsidle time. Favourable Govt
policies shelter them from such vagaries.

4. Growth of Educatior- Science, Technology & Management — Growth of
education idelievedto be promoting entrepreneurship. However, thezecaough
examples to suggest otherwise. A very large praporof first generation
entrepreneurs are low educated. Take the caseadsdift Chairman Mr Bill Gates
or Reliance Founder Mr Dhirubhai Ambani. (We alswdnMr Narayan Murthy and
Mr Ajim Premji to balance this scale). On a widg@estrum, Kerala, the most
literate state and West Bengal, another state lighliteracy front, are least
entrepreneurial states where as Punjab, withrénk from bottom on educational
scale was top on entrepreneurial charts. But,ahtsepreneurial backwardness of
Kerala and West Bengal is probably attributablpdiitical and labour climate.

5. Risk Taking Attitude— Risk taking attitude is one of the pillars otrepreneurial
spirits.

6. Hunger for Success (Capitalistic View) Dreams of riches and fire in the belly is
what drives most entrepreneurs on this risky patly. person content with what he
has would take the easier route of salaried job.

7. Environment/Culture Impact— Entrepreneurship is contagious. Communities like
Punjabies and Marwaries are historically entrepyeat They are known for
seeking and exploiting business opportunities irstmiemote areas. It is a culture
that propels them@o to Pull_Factor®)

8. Social Security— Social security acts as a safety net againstréadf enterprise.
Social security guarantees basioti, kapada aur makan’in case of failure.
Entrepreneurial spirit of United States is borrtlgayut of this security.

9. Technical/Industrial Training Facilities — Industrial Training facilities on one
hand generate skilled manpower so vitally requfegdsetting up enterprises while
on the other hand they are also nursery for fuem&epreneurs. Among the
educated entrepreneurs, a majority is productaffrteal institutes from IIT to ITI
(Tier 1 to Tier Ill institutes).
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10. Globalization— Globalization has provided another avenue fairi®ss. Many dare
devils have taken a head— along plunge into thcharted water and have written
new success stories.

11. Economic Growth Rate of Country A growing economy creates more demand
and improves prospects of success.

12. General Business Environment Externalenvironmental factor i.e. political, socio
cultural, technology, legal, economic affect growttrentrepreneurship. Kerala and
West Bengal have remained entrepreneurially baakwlae to poor political and
legal environment.

What is Intrapreneurship?

Intrapreneurship is defined as entrepreneurshipinvéin existing business set— up. That is
to say — Intrapreneurship is corporate entreprestgor When a corporation indulges in
entrepreneurial activities, like diversification tan new businesses, it is called
intrapreneurship.

Intrapreneur is a manager who focuses on innovadiwh creativity; who brainstorms,
dreams and puts ideas into profitable venture bgraimg within the organisational
environment.

It is a tool for capitalizing the entrepreneurigirg of employees in the organisation. It
gives managers the freedom to try new ideas by @ymg firm’s resources in a unique
way.

Characteristics of an Intrapreneur.

An intrapreneur is not far removed from an entrepue. The major difference being that
an entrepreneur risks his own money where as ampir@neur works with his employer’s
money. Thus, the risk level of an intrapreneurossiderably reduced. Secondly, the desire
for independence and material success is not asgsin case of intrapreneurs. For most
other characteristics, the two match perfectly.

1. Vision — It is the basis for successful venture. Arralpteneur has ability to
visualise from idea to implementation.

2. Motivation —  Intrapreneur is generally self motivated, bupext corporation
reward and recognition.

3. Orientation— Intrapreneur is achievement oriented.

4. Risk Appetite— Intrapreneurs are moderate risk takers simgle acceptance
depends on their skills. Wild risk takers are rftgrdable to corporates.

o o
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5.

Locus of status— Intrapreneurs want to do the work on their oather than
delegate like managers

Failure and Mistakes— Intrapreneur hide risky projects and ideasnsure
learning without political cost and public failuréhey develop multi disciplinary
team in the organisation and may go beyond orgémimsbhoundaries for results.

Goal set up— Intrapreneur are determined to do things neheasked for. They
set goals and quality standards.

Steps for setting Intrapreneurship in organisation

Following are the steps required to be taken talbdish Intrapreneurship in an organisation

1.

Secure Commitment to Intrapreneurship from Top, Upp and Middle
Management —

(@)

(b)

(€)

Cultural Changes— The cultural changes needed to developmerdging
of intrapreneurship in an organisation is not gasswithout whole hearted
commitment of its full line of higher managemernt.réquires prolonged
commitment and investment in arranging to expose #pirit of
intrapreneurship among the employees. Talk showes caganised and
bulletins published to expose people to this concgpminars and strategy
sessions are held to transform the organisatioo art intrapreneurial
organisation.

Resource Requirement Intrapreneurship demands commitment of lot of
resources; material as well as human. Without camemt of higher
management, such resources will not be availableafy intrapreneurial
venture.

Confidence Building— While intrapreneurship leads to rich rewardsttie
company, there is very little direct benefit to tamployees. Most tend to
work as intrapreneur to give expression to thezative zeal. On top of that,
there is always a fair amount of risk of failuresuch ventures. Therefore,
unless the employees have full support of the highenagement, they will
not stick their neck out in such a venture.

Create Framework for Intrapreneurship— Once cultural changes have been
launched, which is a long slow process lasting @gprately 2—-3 years, parallely, a
framework needs to be developed as to how the idethsbe processed and
executed, how they will be funded, how they will Im@nitored and how will the
losses, whenever they occur will be accounted.

Identification of Intrapreneurial Leaders— Not every one has entrepreneurial
spirit. Therefore, people with entrepreneurial eleggristic need to be identified,
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10.

11.

selected and trained. Along with training, a mefsfmynsor system is also needed to
be developed. These mentors from the top managemdingive the needed
guidance and support to the intrapreneurial leaders

Identify the general areas of Intrapreneurial Thrias— Every company has a
priority area where it would like to move forwaiguch areas need to be identified
and notified to employees. An IT company would lyareant to foray into hardcore
manufacturing sector even if the prospects areqramising.

Improve Responsiveness and FlexibilityIntrapreneurial spirit can not sustain the
usual snail paced and ultra cautious bureaucratisibn making process in case of
capital investments that is typical of ordinary amgsations. Use of technology to
speed- up decision making process and induce iligxiln the process is required.

Modifying Organisational Structure- A fat hierarchical organisational structure is
inherently sluggish in decision making (Many coa$goil the broth). A flat
organisational structure is more suited to theapmeneurship. Therefore, certain
modifications to the organisational structure mayneeded. However, It is easier
said than done.

Publicity of Ideas— New ideas should be well publicised. While spablicity is a
morale booster for the author of the idea and fthexeencourages more people to
come forward with ideas, published ideas get suised and value added by other
people.

Tapping Customers Base for New ldeagCustomers are the richest source of new
ideas. 3M Corporation, holding over 6 lakh patealsims that almost 70% of new
ideas have been contributed by the customers thegsse

Create Strong Support Structure for Intrapreneurghi— This is particularly
important since most people have short term focugjwarterly, half yearly and
yearly numbers. Intrapreneurial ventures are l@rgtprojects and therefore may
get overlooked for funding and other support. Sanhyl, appraisal of the
intrapreneurs may get adversely affected sincestiginothing concrete to show
qguarter by quarter. Such a mishap is to be stroggérded against because if such
a thing does happen, it would kill the initiativem@ng the employees.

Create a Strong Reward System Linked to Performamdethe Intrapreneurial
Venture — Notwithstanding all the OB theories to the cantr nothing works as
fast and as effectively as tangible/material rewaygstem to motivate most people
to put their best feet forward.

Create an Evaluation System Some Intrapreneurial venture are bound to @il f
various reasons including change in external enument. Also, some ventures are
likely to astonish with their success even the nopgimistic supporters. Therefore,
regular evaluation of the ventures in hand is resgs Promising ventures might
need further thrust or scaling up in size whileuatessful need to be wound up.
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Q. Describe the concept of venture capital witresjic reference to the
entrepreneur. Give the methodology to get venturapital from
venture capital providing firms.

Ans. Letus first see what is a Venture Capital.

The dictionary meaning of Venturée’, is “a risky or daring undertaking that has no
guarantee of success'Thus, a venture capital is a source of finaneceaifky and daring
undertakings; and an entrepreneurial venture iskg and daring undertaking. So, the two
match perfectly.

Venture capital is a type of private equity capiy@lically provided by outside investors to
new, growth businesses. Generally made as caskcimaege for shares in the investee
company, Venture capital investments are usualh lrisk, but have the potential for
above-average returns. Alenture Capitalist (VC) is a person who makes such
investments. A/enture Capital Fundis a pooled investment vehicle that primarily inges
the financial capital of third-party investors interprises that are too risky for the standard
capital markets or bank loans.

Venture capital as a concept was born to fund tleensing but unproven and therefore
risky business ideas. Even though the modern vemapital concept is no more than half
a century old1958 to be precise when a semiconductor businasfumded)priginal venture capital
funding in Europe started over half a millenniunctbéefore Christopher Columbus) back
when the voyagers use to go on expeditions towdisiant, and some times new, locations
in hunt of exotic items like Indian Spices whicteus fetch great profit back home. Such
expeditions used to be funded by rich people inndkings and queeng&olumbus’s
expedition which led to discovery of America wamlad by Queen of Spain after King of Portugal refi}s
There was risk of loot and natural elements likeras, wild animals, etc, besides the risk
of mercahndise not finding buyer at anticipatedgrirhus, there was great personal risk as
well as equally big financial risk. The profits rad from such ventures were divided
provided between financieVenture Capitalist) and the adventurerdOld days
Entrepreneurs)

Salient Features
1. Itis long term source of investment, generallySdo 10 years.

2. Venture capital firms opt for equity participatidhrough shares or convertible
securities and rarely as loan at fixed rate.

3. Venture capitalist seeks participation in managdroéhusiness.

4. Venture capitalist is often an active partner irsibass and provides his seasoned
expertise in terms of marketing, technological ngemaent and developing
organisational structure.
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5.

It is easier source of funding than conventionalrees but expensive (equity is
always costliest source of funding).

Venture capitalist is not averse to risk, only giilowotential should be high.
Flow of funds is in phases of production or inialistages as debts

Venture capitalists are not permanent equity hsldeBuch high growth businesses
have a typical growth curve which slows down anentfflattens after a meteoric
rise in initial years. Venture capitalists exitté end of initial high growth phase
while ensuring that entrepreneur’s interest isjeopardised.

A

«EXxit Point for Venture
Canitalisi

Growth

v

Time

Stages of Process

1.

Delivery of business planfrom an entrepreneur to venture capitalist. While
evaluating business plan venture capitalist broadlgertains the prospects of the
proposal and the ROI vis a vis risk of capital. &i&0 ascertains the capability and
credentials of entrepreneur. Many venture capitaligut more emphasis on

credentials of entrepreneur than the business pabjiself.

Due Diligence- If some merit is found in the proposal durihg initial stage, the
detailed analysis of the business plan begins. Bhizalled due diligence. It is a
stage of thorough scrutiny of business plan fromrgwangle and intense cross
guestioning of the entrepreneur. Resume of prom@ed key managers, financial
background of promoters and risk of business aatyaed at this stage.

Negotiation — After viability study of project, negotiation tak@lace in respect of
guantum of funds to be provided, modality of furglitike, percentage of equity in
lieu, or convertible debentures, interest ratecam) tenure, fund release timing, etc.
Further, other factors like, right to control th@amagement of business (seats in the
Board of Directors), buy back arrangement and pgiicy are also negotiated.
(Typically, a venture capitalist would like to irstan the form of equity share while
entrepreneur would like to have it as fixed ratnlp
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4. Contract and MOU — After the negotiations have concluded satisfalgtocontract
or MOU is signed by both the parties.

5. Flow of Funds — Begins as per MOU, higher degree flexibilitydissired from
both parties and periodic review is done at eaajest

6. Exit — Since venture capitalist are not permanenttedwlders so they exit at
appropriate time through equity buy back, IPO i@hipublic offering), mergers and
acquisitions and smooth transition as exit strategy

Q. Compare Franchising, Ancillarisation and Acqutoning as a start
up for an entrepreneur.

Franchising —

The toughest part of business is to gain custoroeg@ance and trust for your product.
Franchising is an start-up strategy that minimiges uncertainty from business venture.
Franchising strategy is adopted by well establisretivisible brands.

Franchising is a special form of licensing whicloak the franchisee to sell a highly

publicised product or service using the franchgsdnand name or trademark, carefully
developed procedures and marketing strategiesfrahehise is operated by the franchisee,
who must adhere to the strict policies of the flasiag company. Like in case of

licensing, in this case too, the franchisee payfeea to the franchiser, normally as

percentage of sales.

McDonald outlets are all franchisee outlets. Adjuatost of the food chain companies’
outlets are franchisee outlets.

The entrepreneur is trained in conduct of busireess supported in marketing by the
franchiser besides using a name that has somelisiséab image and some ready
customers.

Four Characteristics of Franchising —

(8 A contractual relationship in which franchise lises the franchisee to carry
out business under the name owned by or assowigitedranchiser

(b) Controlled by the franchiser over the way in whikdnchisee carries out the
business

(c) Assistance to the franchisee by the franchiseumming the business prior
to commitment and through out the contract period

(d) Franchisee’s business is a separate entity fromaththe franchiser. The
franchisee provides and seeks capital in the ventur
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There are three types of franchising available —

1.

Product Franchising— Sales outlets are franchised. Most of the agpand shoes
companies follow this format. It facilitates easycessibility to the product for
customer and achieves sale transaction withouvalue addition.

Procesd~ranchising — outlets are granted to use the brand name raxe $s of the
franchiser. The process and recipe are generatenfel by the parent company.
Like soft drinks companies who franchise bottlingnts (but draw the money by
sale of soft drink concentrate)

Businessformat franchising — Name, sale and method of doing business are
transferred for a yearly fee/percentage of yeaalgs McDonalds outlets fall in
this category. This is the most common type ofdrasing.

Advantages to the Entrepreneur —

1.

Product Acceptance- The franchisee usually enters into a busineas llas an
accepted brand name and therefore ready custorser Bhe franchisee, therefore,
does not have to spend resources trying to edtabhlkscredibility of the business.

Management Expertise- Management assistance is provided by the fiaech
Each new franchise is often required to take anitngi program on all aspects of
operating the franchise. This training could inéwdasses in accounting, personnel
management, marketing and production.

Capital Requirement— A new venture can be costly both in terms wfetiand
money. The franchise offers an opportunity to stamew venture with upfront
support that could save the entrepreneur signifitare and possibly less capital.
In some cases the franchiser will also financeithial investment to start the
franchise operation. The initial capital requiredpurchase the franchise generally
reflects a fees for the franchise, constructiort ensl purchase of equipment. The
pre-structured layout of the facility, control abek, inventory and the potential
buying power of the entire franchise operation cgave the entrepreneurs
significant funds.

Knowledge of the Market Most franchiser will be constantly evaluatingriket
conditions and determining the most effective styes to be communicated to the
franchisees.

Operating and Structural Contro Two problems that many entrepreneurs have
in starting a new venture are maintaining qualipnteols of the product and
services and establishing effective managerial rots1t Administrative controls
usually involve financial decisions revolving tostpinventory, cash flow and
personal issues such as criteria for hiring/firigheduling and training to ensure
consistent service to the customer. These contmdlsusually be outlined in a
manual supplied to the franchisee by the franchiser
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Advantages to Franchiser (As expansion strategydibg Entrepreneur)

The most obvious advantage of franchising as aresipa strategy for the entrepreneur is
that business can be expanded quickly with litdgi@l. A franchiser can expand a
business nationally and even internationally byarsing and selling franchise in selected
locations. The capital necessary for this expansamuch less than it should be without
franchising. Operating a franchised business requiewer employees than a non-—
franchised one. Head quarters and regional offtasbe slightly modified to primarily
support the needs of the franchises.

CostAdvantages-

The franchiser can purchase supplies in large gieentnd get economies of scale that
would not have been possible otherwise. Many fresech businesses purchase parts,
accessories, packaging and raw material in largatiies and then in turn sell them to
franchisees.

Problems in Franchising

1. The problem in franchising usually centre on thabihty of the franchiser to
provide service and advertising. When promises madle franchise agreement
are not kept, the franchisee may be left withoytsaupport in important areas.

2. The franchisee may also face a problem when aliisecfails or is brought out by
another company. In some case, the franchiser findsfficult to find quality
franchisee. Poor management can cause individarattiise failure.

Acquisition

An acquisition is the purchase of a company orragfdt so that the acquired company is
completely absorbed and no longer exists as busierfity. Entrepreneur can start &
expand the venture by acquiring an existing busines

Advantages of Acquisition —

1. Acquired firm has an established management anchtipg practices.
2. Entrepreneur gets a well established customerfo@sethe acquired firm
3. Entrepreneur acquires well established channels salels structure, suppliers,

retailers, wholesalers, manufacturers by acquitiedirm.
4. Actual cost of acquiring can be lower than othethods of expansion.

5. The employees of the existing business can be aoriant asset & can help the
business to continue its successful mode.
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6. Since entrepreneur does not have to find suppkéainel members, employees or
customers more time can be spent assessing opjt@dito expand the business.

Disadvantages of Acquisition

1. Most firms offered for acquisition have an erratearginally successful or even
unprofitable track record. It is important to revighe records to assess future
potentials.

2. Entrepreneur may assume he can succeed where bthardailed. Self evaluation

is important before agreement. Even though theeprégneur brings new ideas &
management qualities, the venture may never beessful for reasons that are not
possible to correct.

3. When business changes hands, often, key employeeslemve. Loss can be
devastating since value of business is often aatdin of efforts of employees.

4. It is possible that purchase price is too high
Determining the Price of an Firm for Acquisition —

There are three main valuation processes a entregarean use to determine the fair price
of an acquisition —

(8) Asset Based- Price of firm is calculated on the basis of eabf tangible
assets,

(b) Discounted Cashflow Method- Calculating the present value of future
earnings.

(c) Market Valuation of Approximately Similar Companies (if not lishedre ;

Joint Ventures —

Joint Ventures are partnership projects. Two oream@ympanies join hands to launch a
third company. While the capital is often sharedween the JV companies, there is a
complementary relationship between the strengtlsveaaknesses of the two companies.
While one firm may have cutting edge technology oot knowledge of marketing
dynamics of other country, second firm may haveot#ie technology but a strong
presence in that product segment of targeted maikats, coordination of superior
technology and equally strong marketing and managstrength creates a formidable
company which has all strengths and few weaknesses.

Airbus Industries of Europe is a joint venture aigpanany companies in Britain, France,
Spain and Germany.
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Ancillarisation

An ancillary unit is defined as an industrial urtdking engaged in —

1.

2.

Manufacturer of parts & components, sub— assemtibesing or intermediates &

Supply not less than 50 % of its production to avemore other industrial
undertaking for use in their production.

Major part of production of an ancillary unit isaasby another company in its production.
Thus, a company engaged in supplying headlightsear view mirror to Maruti is an
ancillary unit if 50% or more of its sales comenfrcsupply to Maruti and other car
manufacturers. However, a tyre company supplyimgstyo Maruti can not be called an
ancillary unit because its major part of productiemot consumed by a few industrial
units. Thus, an SSI can be an ancillary but ev&lis$Snot an ancillary.

Advantages of Ancillarisation

1.

Investment can be minimised by sourcing part ofimegnents by subcontracting to
an ancillary unit

JIT concept followed by many Ancillary units helfe large companies to bring
down the inventory level and saves a lot of money.

Sourcing is economical from ancillary units thae arormally located near the
company.

Ancillary units work with the parent companies ihet process & product
development.

Major benefits of Ancillarisation Drive to a Counyr—

1.

It is the first step towards full fledged induslisation of the country. India is now
embarking on this path through ancillarisation wtibanobile spares.

Helps in generating employment
Helps in growth of GDP

Promotes entrepreneurship

Problems with Ancillarisation

1.

Delay in payments puts ancillary company in bigible. If the parent company is
big (which is most often the case), then the amgillcompany finds it difficult to
take even any legal action for non payment.
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2.

Q.

ANS.,

When parent company revises the specificationsllarycunits are some times not
given the expected support for adopting the higaéehnnology, nor given sufficient
time to bring changes in the technology to matet ¢f parent co.

Reckless multiplication of suppliers by the pareatmpany makes the ancillary
units operate below BEP (Break even point). As sultethese units incur losses
because of capacity under utilisation.

Any problems in production or marketing of parenitsi product reflect on sales of
ancillary unit due to its overdependence.

Selection criteria for factory site location?

Proper selection of site for factory locatiorofen critical to success of the venture.

There are a host of factors that are required toomsidered before taking a final decision
on location. The most important among them are —

1.

Proximity to Raw Material Source/Markets This decision will depend on nature
of product. In case of high cost products like sglest machines, watches, etc,
where transport cost is a fraction of total cdst factor loses most of its relevance.
But for products like cement, where freight cosaiimajor component in the total
cost, this factor assumes mighty significance sifieght cost is often directly
proportional to the distance. low weight/volume gurot, proximity. At times trade
off is required between raw material source andketar Unless the product is
highly perishable, preference is given to proxintiyraw material source, since
volume of raw materials is mostly more than finsipeoduct.

Infrastructure — Good infrastructure brings down the capitalvedi as operating
cost and therefore play a vital role in the locatgelection for an industry. The
facilities includes transport & communication, poyweater, banking etc.

Government Policy- Many state govts offer various incentives ia thrm of tax
shelters/deferment, concessional land and ameniiesrder to promote industrial
development of state or a particularly backwardoegf the state.

Availability of Skilled Man Power— Certain kind of artisans are in abundance in
certain geographical areas only. They are hardntb élsewhere. Like, Diamond
Cutting and polishing is a skill for which artisaase available in Gujarat only.
Similarly, carpet weavers are in abundant supplycémtain pockets of Uttar
Pradesh.

Local laws and Regulations Local laws might prohibit setting up of cert&ind
of industries in particular areas for various resso

Ecological & Environment Factors
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7. Competition— In case of some enterprises, like retail stoxbere the revenue of a
particular site depends on the degree of competitom the other competitors in
the locality, it plays a crucial role in selectitige location of the stores.

Q. Comparison — Manager v /s Entrepreneur

Ans. An Entrepreneur and a Manager make an interespadson. To succeed as an

entrepreneur, one is required to possess greatgaaabskills and more. Therefore, there
are a lot of commonalities between the two in teohglanning, organising, directing and
controlling abilities which are essential qualitefsa manager. However, there are great
deal of differences as well. The differences pritpdie in approach to various issues.

Business Managers Entrepreneur
Dimension

Primary Promotion & other traditional Independence, opportunity to cre:

Motives corporate rewards, such as offic& money
staff & powers

Time Short term - meeting quotas &urvival and achieving 5 to 10 yr

Orientation budgets, weekly, monthly &growth of business
quarterly

Functional Delegates & supervises more thabirect involvement

Style direct involvement

Risk Appetite | Low — Careful approach dloderate risk taker. Follows
decision making dreams with decisions. Deals with

mistakes and failures

Attitude Conservative, hierarchical, staiudo concern about status symbol
conscious attitude

Decision Takes the safest path. Tries |tmdependent in decision making.

Making Style | push decision making to others|tdakes bold decisions  with
be able to avoid blame in case|afalculated risk in favour of higher
failure. Follows the wishes ofprofit potential.
higher management
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Comparison — Male Vs Female Entrepreneur

While essential qualities remain the same irretsge of the gender of entrepreneur,

female entrepreneurs exhibit certain subtle disbns due to their psychological make up

as well as soci

al and family obligations —

Factor Male Entrepreneur Female Entrepreneur

Motivation Desire to control own destiny. Need for achievement. Support
Desire for better life style. family income.

Impetus Disagreement with bosses or Frustration at not being allowed tc
dissatisfaction with working grow in previous situation
conditions, lay off, unemployment.

Sources of Personal asset & savings, bank | Personal assets & savings, perso

funds financing, investors, loan from loans
friends & family

Occupational | Experience in the line of work as | Middle mgmt or administrative

Background | recognised specialist or one who| level experience in the field
has gained a high level of
achievement in the field,
competent in a variety of business
function

Personality High level of self confidence, low| Medium level of self confidence,

Characteristics in flexibility and tolerance. Better | More flexible & tolerant. Low
at dealing with economic level of comfort in dealing with
environment but less adept at economic environment but adept
dealing with social environment | handling social environment.

Background | Age when starting venture— 25 to| Age when starting venture— 35 to
35 45
Degree in business or technical | Degree in liberal arts.
field, usually Engineering

Support Professionals like lawyers, Spouse is first, close friends seca

Groups accountants being first, thereafter and followed by others.
spouse and followed by friends an&upport of women professional
others groups and trade associations
Little reliance on trade associationgactively sought.

Nature of Manufacturing, construction, high| Service related — educational

Venture technology service, consulting or public

relations

Size of Medium to large Generally small to medium

Venture

o
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What are prominent organisations promoting entremeurship in
India? Give a Brief account of activities of eachiganisation.

There are several organisations engaged in cdinducentrepreneurship
development program in India. The lead in the mattas taken by the Small
Industrial Development Organisation (SIDO) throuigh service centres. Other
organisations that have been actively conductingrepreneurship Development
Programmes are —

€)) State Bank of India;

(b) Financial institutes such as IDBI EntrepreneuriatiMation Training centre
in northern — eastern region,

(c) Xavier Institute of Social Services, Ranchi

(d) Industrial Consultancy Organizations in variousesta

(e) Centre for Entrepreneurship Development, Ahmedabad
)] State Financial Corporations,

(9) Centre of Entrepreneurship development, Hubli

(h) Small Industries Extension Training Institute, Hyal®ad,

() National Science & Technology Entrepreneurship Dmyaent Board etc.

A need was felt to evolve an integrated nationgdreach towards training program for
various centre’s and states’ entrepreneurship dpuant programme. In order to train the
entrepreneurs, proper syllabi needed to drawn. Mae it was felt that there are not
enough trainers and motivators to run the Entresareship Development Programmes.

The training program is designed to serve theahg objectives —

1.

2.

To impart basic knowledge about the industry, podd@uproduction methods
To build the necessary skill for new entrepreneurs.

To assist the entrepreneur to function more effebtiin his present position by
exposing him to various relevant concepts, techesduinformation.

To expose the entrepreneur to latest developmehtshwdirectly or indirectly
affect him.

To broaden the vision of entrepreneurs by providirem suitable opportunity for
an interchange of experiences within and outsidedunstry.
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6.
7.

To impart customer education

To impart knowledge of the marketing of goods

Methods of Training —

1.

Individual Instructions — Under this method, a single individual is stdd for
training. This mode of training is undertaken whareomplicated skill is to be
imparted to an individual

Group Instructions — This mode of training is suitable for a grafpndividuals
for tasks which are not very complicated and emficeip needs same set of skills.

Lecture Method — Here the instructor teaches the theoreticale@sp Any
practicals are followed by the learners subsequebithder this method, whenever
there are any doubts they may be clarified on plog. s

DemonstrationMethod — Where the performance of work to be shown tpralty
by the instructor for better understanding, thighrad can be followed. This is more
concerned with the practical then theoretical aspec

Written Instruction Method— The medium of training is followed where a terat
reference is to be made by the learners. This rdeihaonostly followed where a
standardisation production is followed.

Conference— Conferences are organised wherein expertseirfi¢hd share their
ideas & bring to the notice of learners new ideade&hniques to increase the
production

Meeting — Meetings are a mode of training involving augroof people who
discuss the various problems confronting them; thegshange ideas & views and
learn from each other.
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PRODUCT/PROJECT IDENTIFICATION

Identifying the right product is the first stepgoccess for any entrepreneur. Right kind of
product for which there is a unfulfilled demandIwhsure minimum expenditure on sales
promotion as well as higher sale price.

Entrepreneurial success is about identifying hunaaal social needs; overt, covert,
apparent or even dormant, and finding products éztnthem In order to identify the

opportunities, it is necessary to scan the custememvironment for identifying the

unfulfilled needs opportunities.

There are sometimes gaps between demand and syggrent/Overt Demand) which

can be exploited by an entrepreneur. But such amtsisre few and far in between. Such
opportunities do not last long. They are lappedbypthe existing players before an
entrepreneur can move in. Entrepreneur’s oppostulies in coming up with a better

product or same/substitute product at cheaper.price

But the better option for entrepreneurs is to sbancustomers environment for identifying
the dormant/hidden demand. Take the case of Nirashing powder. There was always a
demand for washing powder among the lower incontggmsat of the society for the
convenience it offered compared to soaps. Howdherdemand was hidden behind the
high cost of washing powders available then. Nitenanched the washing power at low
cost (even though the quality was far inferior to Surfdaother washing powdersggnd succeeded.
Similarly, there was always a demand for Hair ShaonBut it was again hidden behind
high cost of shampoo bottles which were beyondréaeh of middle and lower income
group households. The strategy to launch Re 1 sadheught the shampoo within
purchasing power of relatively poor households.aypdhere is a hidden demand for liquid
soap among the middle class homes which is hideéam8 the high cost (Rs 50 -75 for a
250 ml bottle) of liquid soap and dispensers. lnsoone can tap this demand, there is a
windfall waiting for him.

But this exercise of product identification is esssaid than done and requires enormous
amount of creativity and energy.—

Product Identification Process

. Idea Generation
. Search & Screen
. Evaluation

1. Idea Generation

Product Idea can be generated in a number of Wanes, are as follows —
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€)) Observations
(b) Foreign publications (import of ideas from produetsnched overseas)
(c) Brainstorming sessions

(d) Talking to various bodies like SISI, SIDC, The pnaal small Industries
Corp. Ltd. & The National Institute for Enterpremghip & Small Business
Development

(e)  Talking to large scale pvt/public co. can also gateeideas
2. Product Search & screening

After we come up with product ideas, we look atducts presently available &
products related to those products ideas. Thentbesexploratory questions —

€)) Are customers satisfied with what they are getting?

(b) Can we identify a better method of production?

(c) Can the basic design be changed?

(d) What is the present demand, future demand likehet&. so on?

(e) What are the skills?

)] Can | handle the technical aspects?

(9) If not, is the expertise available for hire easily?

(h) Does the product idea generated match my competeiacido | have to
develop new competencies?

() How much knowledge do | have about the marketHar product?
()] Can | dig more info easily?
3. Evaluation

As a prospective entrepreneur one should know ¢imé &f mind one has by asking
the following questions: -

(&8 Am I comfortable in a room full of strangers?

(b)  Can I deal efficiently with people in position ad\wer?

(c) Can | communicate efficiently & freely with people?

If yes, marketing is the strong area. Or, may be bas a head for figures and
details. Then finance may be the area of stren@ite could be interested in

mechanical & technical matter with flair for conteglising & design. Then
production or product design can be the areag@&igth.
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Product Evaluation Techniques

Once the products have been short-listed throughoeatory questions and own
SWOT analysis, these items are required to becaliyi evaluated for their success
potential. This evaluation is carried on the foliogvfactors —

(@)

(b)

Growth potential for the product

Stability of demand

Marketability — Some products have unshakable bblelxisting players. In
the shock absorbers and spark plugs business, diffisult to replace
existing players like Mico, Bosch, TVS, etc, as OBbppliers.

Company Position — Does company have any pastdecdie field?

Production Capabilities — Can the existing produrcplants be utilised to
produce the product or new facilities are requtcede built?

Growth Factors

(i)

(ii)

(iif)

(iv)

Uniqueness of Product- A product that satisfies market need
exclusively or can replace a more costly product rbgterial
substitution or better design possess a high degresiqueness and
may be rated very good.

Demand Supply Relationship- If demand is greater than supply,
uniqueness loses relevance and a good rating cagivee to the
product idea.

Rate of Technological Change- Areas where rapid changes in
technology are likely to occur are risky and desepoor rating.
Such products become obsolete faster.

Export Potential— The products which enjoy international demand
& can be exported easily command a good rating.

Stability

(i)

(ii)

(iif)

Performance of Market- A product for which there is likely to be
long lasting demand would enjoy a higher degree nafrket
permanence than an item likely to become obsolegitekly. Fashion
accessories often have very short demand cycle.

Breadth of Market— A product, used by a variety of customers
belonging to various market Segment and coverstgremmber of
consumers, is rated very well.

Possibility of Captive Market A product, which provides a unique
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(€)

(iv)

v)

and exclusive solution to specific market needeukhbe rated very
high. (Shops in various military cantonments have captivetomers since there

are very limited numbers of shops and new shopsnnbe opened inside
cantonments. Also, most cantonments are locatefioiar markets).

Difficult to Copy — Any idea however good and unique is not much
good if it can be easily copied by others. Its ueigess is not going
to last. But ideas which can not be copied dueang reason,
whether technical complexity or sourcing difficalti or any thing
else will be rated highStrawberries are one such product which can not be

grown every where. Similarly, saffron grows onlydertain parts of Kashmir.
These products can not be grown by people notigldind in those areas).

Stability in Recessior Luxury items are rated poor because they
are highly susceptible to drop in demand levelsndueconomic
recession. On the other hand consumer goods hestudar demand
may be rated very good.

Marketability

(i)

(ii)

(iif)

(iv)

v)

Ease of Distribution— A good rating would be given to a product,
which can be transported from point of manufactiorea point of
sale easily, quickly & with minimum breakage omanission loss.
Higher shelf life is also criterion. Products wghort shelf life pose

considerable risk of loss of capit@bilk products hardly last beyond a day
unless refrigerated. Fruits and vegetables lasta flays at the most. Newspapers
last only a few hours in the morning).

After Sales Service- Products that have to be provided with after
sales service, specially at customers locatiore tkmputers and
washing machines are rated poorly.

Average Order Size /Per Customer Greater the average order size
per customer, better would be the rating. It wdaddrelatively easier
& more beneficial to cater to large order sizest, Bhampoo sachets
are an anti thesis of this concept because theatwagkphilosophy
was to catch low capacity customers.

Product Variations— products that have to be made available in a
wide range of grade, size, shape, etc. result gehaventories and
all the attendant problems like high working cdpiteestment and

spoilage/non moving inventory. Thus, they are rgtedrly. (Take the
case of paints. Packing sizes start from 50 mlftingouching up a scratched car
to 20 litres paint drums. And colours? Don't evesk.aYyou will go mad with Mera
wala Blue and uska wala yellow).

Seasonal Fluctuations— While seasonal variations are common
place, some products are highly seasonal. Umbrekgisonly in
monsoons and sweaters sell only in winters. Whhithe company
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and its employees do in off season? Therefore, gpugtucts are
rated poorly. Alternative products will have to beought of to
sustain profit during such lean periods.

(d) Company Position Factors- Time required to get established. Projects
having higher gestation period are more risky fotrepreneurs as he
exposes himself to a greater risk of changes ihn@logy, competition &
economic conditions.

() Degree of Value Addition- Greater the value addition better the
rating. Hence, it is better to carry out the entimanufacturing
process yourself rather than subcontracting.

(i) Availability of Raw Material — If crucial raw material and other
materials are available during varying conditionant a good rating
can be assigned.

(i)  General Labour Atmosphere- The project should be located in a
area enjoying a good labour climate.

(e) Production Factors

() Equipment Availability— Will it be possible to get machinery &
equipment easily & quickly ? Are the suppliers able &
conveniently located? If your answer is yes, ratingood

(i) Utilities / Facilities Required- Some projects are highly dependent
on clean water, steam, electricity and good sewsggiem & if these
are not available regularly then that project wdwddrated poorly.

(i)  Training of Personnel- Are technical people easily available ? If
yes, how quickly can they be inducted into the cany? If no, then,
is the training likely to be time consuming.

(iv)  Ease of Maintenance

(V) Hazard— Does the project involve a manufacturing processch is
hazardous, which could affect the well being of aoly the work
place but also the community at large. A poor gafollows.

(vi)  WasteDisposalProblem— Both govt. & society are becoming more
conscious of pollution and its dangers. If yourjpecd calls for an
expensive waste disposal system to neutralise ftheemts, then it
will be a negative factor.

Conclusion — the list of factors is by no mean edti@e and can be modified to suit
specific products. A comparison of product proWeuld help us to decide which product
to pick up.
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Q Role of SIDBI in development of Small Scaledustries?

Ans. SIDBI (Small Industries Development Bank of Indvegs set upn apil 2, 1990 as a
wholly owned subsidiary of IDBI (Industrial Develognt Bank of India) with a authorised
capital of Rs 250 crore. IT was set up as an apstitution for promotion, financing and
development of industries in small scale sector fandoordinating the functions of other
institutions engaged in similar activities. SIDBdtends direct/indirect financial assistance
to SSils, assisting the entire spectrum of smalltarydsector industries on All India basis.

Its objectives are —

1. To initiate steps for technological upgradation amatlernisation of existing units
2. To expand channels of marketing of SSI sector prtsdin India and abroad
3. To promote employment oriented industries in semban areas and to check

migration of population to big cities.

The range of assistance comprising financing, es@nsupport and promotional, are made
available through appropriate schemes of directiaddect assistance for the following
purposes:-

(8)  Setting up of small scale projects

(b) Expansion, diversification, modernisation, techigglopgradation, quality
improvement and rehabilitation of existing SSls

(© Strengthening of marketing capabilities of SSI sinit
(d) Development of infrastructure for SSlIs and
(e) Export promotion.

Direct Assistance Schemes
SIDBI directly assists SSIs under —
@ Project Finance Scheme,
(b) Equipment Finance Scheme,
(c) Marketing Scheme,
(d) Vendor Development Scheme,
(e) Infrastructural Development Scheme, 1ISO-9000,
)] Technology Development & Modernisation Fund,

(g)  Venture Capital Scheme,
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(h)  Assistance for leasing to NBFCs, SFCs, SIDCs and

() resource support to institutions involved in theelepment and financing
of small scale sector.

These Schemes are mainly targeted at addressing sbthe major problems of
SSis in areas such as high tech project, marketriggstructural development,
delayed realisation of bills, obsolescence of te@tyy, quality improvement,
export financing and venture capital assistance.

Indirect Assistance Schemes

Under its indirect schemes, SIDBI extends refinantéoans to Small Scale sector by
Primary Lending Institutions (PLIs) viz. SFCs, SI®G@nd Banks. At present, such
refinance assistance is extended to 892 PLIs amsktiPLIs extend credit through a net
work of more than 65,000 branches all over the trgun

All the Schemes of SIDBI, both direct and indirassistance, are in operation in all the
States of the country through 39 regional/brandicex of SIDBI.

Promotional and Development Activities

SIDBI is actively involved in promoting Tiny and &thScale Industries by means of its
promotional and developmental activities throughtafile professional agencies for
organising Entrepreneurship Development Programnieshnology Upgradation &

Modernisation Programmes, Micro Credit Schemes asglstance under Mabhila Vikas
Nidhi to bring about economic empowerment of womspecially the rural poor, by

providing them avenues for training and employnogrgortunities.

Main Schemes of SIDBI

1. National Equity Fund Scheme- Provides equity support to small entrepreneurs
setting up projects in Tiny Sector.

National Equity Fund (NEF) under SIDBI provides #guype assistance to SSI
units and tiny units at one per cent service clargbe scope of this scheme was
widened in 1995-96 to cover all areas except Metitan areas, raising the limit of
loan from Rs. 1.5 lakhs to Rs. 2.5 lakhs and cogeboth existing as well as new
units.

(8 The following are eligible for assistance undersbhkeeme:-

() New projects in tiny and small scale sectors fornufacture,
preservation or processing of goods irrespectivethef location
(except for the units in Metropolitan areas).

(i) Existing tiny and small scale industrial units emdvice enterprises
as mentioned above (including those which haveledaf NEF
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assistance earlier), undertaking expansion, mosi&ion,
technology upgradation and diversification irregpec of location
(except in Metropolitan areas).

(i)  Sick units in the tiny and small scale sectors uditlg service
enterprises as mentioned above, which are conslideogentially
viable, irrespective of the location of the un#gdept for the units in
Metropolitan areas).

(iv)  All industrial activities and service activitiesx@@pt Road Transport
Operators).

(b) Project cost (including margin money for workingpital) should not
exceed Rs. 10 lakhs in the case of new projecthertase of existing units
and service enterprises, the outlay on expansiaignmisation/technology
upgradation or diversification or rehabilitationositd not exceed Rs. 10
lakh per project.

(c) There is no change in the existing level of prom®teontribution at 10% of
the project cost. However, the ceiling on soft Iassistance under the
Scheme has been enhanced from the present le¥&¥oper project to 25%
of the project cost subject to a maximum of Rs.a&kh per project.

2. Technology Development & Modernisation Fund (TDMFRchemefor providing
finance to existing SSI units for technology upgtazh/modernisation.

SIDBI has set up Technology Development & Modetiasa Fund (TDMF)
scheme for direct assistance of small sale indisstd encourage existing industrial
units in the sector, to modernise their productamilities and adopt improved and
updated technology so as to strengthen their exgagébilities. Assistance under
the scheme is available for meeting the expenditme purchase of capital
equipment, acquisition of technical know-how, upgi@on of process technology
and products with thrust on quality improvementpiovement in packaging and
cost of TQM and acquisition of ISO-9000 seriesitedtion.

SIDBI in July 1996 had permitted SFCs and promatidranks to grant loans for
modernisation projects costing upto Rs. 50 lakhse Toverage of the TDMF
scheme has been enlarged w.e.f. 1.9.1997 to include

€)) Non exporting SSI/Ancillary units

(b) SSI/Ancillary units which are graduating out of SSkctors on
implementation of modernisation programs as elgibhits of assistance
under this scheme.

Under TDMF scheme direct assistance is providethatprime lending rate of
SIDBI with no up front fee.
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3.

10.

Single Window Scheméo provide both term loan for fixed assets and Ildax
working capital through the same agency.

Composite Loan Schemdor equipment and/or working capital and also for
worksheds to artisans, village and cottage indestri Tiny Sector.

Mahila Udyam Nidhi (MUN) Scheme provides equity support to women
entrepreneurs for setting up projects in Tiny Secto

Scheme for Financing Activitiesrelating to marketing of SSI products which
provides assistance for undertaking various margetelated activities such as
marketing research, R&D, product upgradation, pigdtion in trade fairs and
exhibitions, advertising branding, establishingribsition networks including show
room, retail outlet, wears-housing facility, etc.

Equipment Finance Schemdor acquisition of machinery/equipment including
Diesel Generator Sets which are not related tosaegific project.

Venture Capital Schem& encourage SSI ventures/sub-contracting unigeduire
capital equipment, as also requisite technology Manlding up of export
capabilities/import substitution including cost tftal quality management and
acquisition of ISO-9000 certification and for expeim of capacity.

ISO 9000 Schemedo meet the expenses on consultancy, documentadiaaht,
certification fee, equipment and calibrating instants required for obtaining 1ISO
9000 certification.

Micro Credit Schemdo meet the requirement of well managed Voluntsggncies
that are in existence for at least 5 years; hawgoad track record and have
established network and experience in small sawings-credit programmes with
Self Help Groups (SHGSs) individuals.
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Q What is the importance of International Entreprewmrship in a
developing country like India. Please give your g@sgtion in building
an Indian MNC. Mention in brief factors you consel favourable as
well as barriers.?

Ans. For any nation aspiring for growth, entreprenkiyrsis the key requisite.
Entrepreneurship is about value addition to theuess. And it is here that the real
opportunity lies, in going for international entrepeurship.

Every country has some resources that are uniqgtleatacountry and often in abundance.
Due to oversupply within the country, such resosirde not fetch good price in domestic

market. However, same products are scarce in maagtges around the world. If these

products can be exported to those countries, migtlehrevenue and profits are assured in
foreign exchange which is a scarce commodity f@rgdeveloping nation.

Unfortunately, most developing countries, in thexasperation to earn foreign exchange,
export their natural resources in raw or semi-het form without much value addition
and do not extract full potential of their expodpabilities. Take the case of Indian
traditional export of leather. We have been expgrshoe uppers and leather sheets for
ages but have failed to establish an internatibreaid in leather product which could have
commanded probably 10 times the price of raw materi semi finished products. We had
the skilled manpower, technology and every resoantkyet were content to produce raw
material and semi finished products for foreign pames.

International Entrepreneurship will benefit our ntry in the following ways

. It will lead to improved foreign exchange earniragsl strengthen the economy by
improving the balance of payment position.

. It will generate employment amongst the local peauld will benefit the society at
large.
. The earnings will add to the GNP/GDP & will be aisxe of tax collection for the

government besides contributing to increasing the gapita income and basic
standard of living.

. Export being the priority sector of the countryygwill invest in the much needed
infrastructure which will help in development o&thountry.

Suggestions for building Indian MNC

International business is not easy. Firstly thereften an inherent bias against foreign
firms from developing countries in terms of qualiBven in cases where quality is not an
issue, racial and nationalistic chauvinism surfacdeny them the business. Uproar in US
UK and other European countries against procesoording is a case in study. Secondly,
regulations, social habits, business systems, Isgatems, etc are often drastically
different. Therefore, international business isarean easy task. Before an entrepreneurial
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venture thinks of doing business on foreign sbghould first consolidate domestically and
try to achieve a leadership position in the domestrket.

Before venturing into foreign business, an Indiartrepreneur must understand how
international business differs from his local bess . The key to his success lies in being
able to understand the above & respond accordihglgrnational entrepreneurial decisions
are more complex due to the following factors —

» Economics— Creating a business strategy for a multi coubtrginess means dealing
with differences with levels of Economic developmercurrency valuations,
government regulations, banking systems, as wetaket /distribution systems . The
extent of the quality of these factors significarithpacts the ability to successfully
engage in international business .

* The Country’s Balance of Payment (BOP) Positien BOP affects the cross currency
exchange rates which affect the margin since thereften considerable time gap
between contract and realisation of payments ieigorbusiness.

» Political Environment — The differences in political & legal environmgntacross
international markets pose different challengesdding business in foreign markets.
Each element of the business strategy of the iatemal entrepreneur can be affected
by political/legal environments.

» Culture — The impact of culture on Entrepreneurs is sigaift with respect to the
strategies that they intend to employ. Each eleménihe business plan has to be in
congruence with local culture . Understanding lazdture is essential to development
of business. The product and marketing strategss Ho be adoped to the local
culture. Mr Vijay Mallya can not distribute his aral bikini calendar as a product
promotion article in Middle East Countries whilenitll be pretty welcome in Europe
and US.

* Technology — Many of the production technologies are not ptai@de in certain
countries.

As a gradual approach, a new company should pieEfetsy to tap the markets in other
developing and underdeveloped countries where tguatinsciousness and bias against
Indian growth is less or absent. Thereafter, thengany can start moving gradually
towards more sophisticated markets of Europe and US

Hence the major steps should be

1. Stage 1 — Make initial movements into internatiobasiness following a highly
centralised decision making process. Tread cayefdll start operations through
direct or Indirect exports. In this stage the gmeauer & his organisation undergo
the learning & experience curve effects which Wwélp in the long run
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2. Stage— 2 — After the product and the company laazed acceptance in foreign
market, the decision making process has to getatgralised. The firm could
employ a multi country strategy by tailoring itsoducts to suit each countries
preferences & culture or go in for high degreentédgration & standardisation.

3. Stage— 3— Once decentralisation has been achidveddQ should retain tight
control over corporate strategy and divest tactioglementation to the local units.

Trade Barriers

. Import quotas imposed by developed nations on gatidsved from developing
nations .

. Local tariffs/import duty in developed nation madinindian goods non—
competitive.

. Subsidies to local manufacturers makes importsaloei

. Trade blocks & free trade areas between developeidns & their neighbours

favours trade between them. For eg, EU counthe#TA, etc. which reduces
India’s chances of doing business in these sectors.

Trade barriers increase an entrepreneurs cosjpofrxg products & hence such increased
cost will force entrepreneur to establish the macufring base in those countries to
surmount such barriers .

Favourable Conditions

The Indian government is encouraging internatiosairepreneurship by offering the
following initiatives —

. Tax sops on export earnings

. Setting up of export processing zones close tsport

. Waiver of import duties on essential raw materisgdamt for processing export
goods

. Waiver of sale tax, octroi & other govt. levias export goods

. Providing for cheaper land to 100 % EOUs.

. Duty Drawback Schemes.

o o

Page 51 of BVS - Entrepreneurship Mgmt (Ver 1.1 :06.04.2007)
Jamnalal Bajaj Institute of Mgmt Studies

Document Produced by deskPDF Unregistered :: http://www.docudesk.com



q\‘i'-i"/s%
Mgmt study material created/ compiled by - CommanB& Singh — rajeshsingh_r_k@rediffmail.com

Q. Describe the process the of scanning the envinemt to start an
entrepreneurial venture, please give a scheme torsHist a few good
business idea?

Ans. For a new venture to be set up, an initial envirentranalysis is critically required
to identity trends, changes accruing at nationdl iaternational level, gather knowledge
about the government polices in terms of finanarad commercial impact on the company,
knowledge about raw material ability, infrastruetuand utilities availability at the
proposed site, etc.—

Analysis of External (Macro) Environment- Macro environment is source of threats,
opportunities & constraints and uncontrollable. iEfiere, the strategy has to be drawn
around those uncontrollable within the constraimiposed and opportunities offered by
them. Macro Environment can be further sub-dived fallowing

€)) Remote Environment (Global as well as Domestic)

() Social

(i) Legal

(i)  Economic
(iv)  Political

(V) Technological
(b) Industry Environment — Porter’s five forces model —

0] Entry Barriers

(i) Suppliers Powers

(i)  Buyers’ Power

(iv)  Substitute Availability
(V) Competitive Rivalry

(c) Operating Environment

() Competitors
(i) Creditors
(i)  Customers
(iv)  Labour

(V) Suppliers

(d) Socio - Cultural Environment

() Demographic factors such as:
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(@aa) Population size and distribution
(ab) Age distribution

(ac) Education levels

(ad) Income levels

(ae) Ethnic origins

(af)  Religious affiliations

(ag) Housing conditions

(i) Attitudes/Belief towards: Materialism/capitalismésalism, free
enterprise individualism, role of family, role ofogernment,
collectivism, language, etc

@ii)  Cultural structures including: Religious beliefs darpractices,
consumerism, environmentalism, Work Ethics, Pridef o
accomplishment, diet and nutrition, etc.

(e)  Technical Environment
() Efficiency of infrastructure, including: roads, p®rairports, rolling
stock, hospitals, education, healthcare, commubitagtc.
(i) New manufacturing processes
(i)  New products and services of competitors
(iv)  New products and services of supply chain partners
(V) Any new technology that could impact the company

)] Legal Environment

0] Minimum Wage laws

(i) Environmental Protection laws

(i) Industrial laws

(iv)  Union laws

(V) Copyright and Patent laws

(vi)  Effectiveness of Law & Order enforcement machinery.

(9) Political Environment

() Political Climate— Type of govt (Capitalist/Communist/Democratic/
Autocratic/Monarchy/etc)

(i) Political Stability and Risk— What political stability relates to
business is the stability of govt policies. In maoyuntries like
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Japan, Italy, France, Germany and even in our coumtcy, govts
have changed but business policies of the govt haweained
constant over the time. Political instability igiees when business
policies change drastically with govts.

(h) Economic Environment

() GNP or GDP per capita

(i) Economic growth rate

(i) Inflation rate

(iv)  Consumer and investor confidence
(V) Currency exchange rates

(vi)  Unemployment rate

(vii)  Balance of payments

(viii)  Future trends

(ix)  Budget deficit or surplus

(x) Corporate and personal tax rates
(xi)  Import tariffs and quotas

(xii)  Export restrictions

(xiii) Restrictions on international financial flows

Scanning these macro environmental variables feats and opportunities requires that
each issue be rated on two dimensions. It mustated ron its potential impact on the
company, and rated on its likeliness of occurrendeltiplying the potential impact
parameter by the likeliness of occurrence paramgiters us a good indication of its
importance to the firm.

Innovation and Entrepreneurship.

An innovation is gainful modification to the prodwr process. An existing product can be
made better by adding more features modifying desay make it safer or more user
friendly. Or the method may be modified to proditcem more cost effective way. Some
times the raw materials are substituted to bringrdthe cost. All these are examples of
innovation. In short Innovation is achieved by \@lnalysis/Value Engineering.

Its never easy to compete against old players i vaalk of life. New entrant faces
considerable odds in the beginning and only thitldhadnnovation is the best ally of an
entrepreneur in this battle. It helps him to gampetitive advantage in his business either
due to cost advantage or due to differentiatiopraduct. Innovations in marketing and
distribution help him gain the market share quickly
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Innovation is needed by the entrepreneur for followg reasons —
To face competition.

To stand out in the clutter.

To survive recession

WD

To solve certain problems.
Installing Attitude for innovation —

Encourage creative conflict

Big ideas from small teams
Learning happens from the desk
Understand the product users
Live in the future

Failure sometime produces innovation

N o ok wDdRE

Joint prototyping to brain storming for fast traokovation
Different Sources of Innovation —

1 Unexpected occurrences
2 Process needs

3. Incongruities

4 Industry & market changes

Creativity & Its Role in Developing Business Ideas

Creativity is showing imagination & originality. i6 basically an innovation generated by
entrepreneur in business to solve or generate tdesesve the market better. Creativity can
decline due to age, education, idleness, perceptu#tliral, emotional & organisational

factors. Creative thinking is basically a proceg$ssearching, screening & connecting
thoughts. Creativity can be used for developmenbetter business ideas in terms of
product, process, market development aspects.

The various creativity oriented problem solving &ea generating techniques are as
follows —

1. Brainstorming — A small group of min 6 to max 12 people sit thge and
exchange their ideas freely without any reservatidvio criticism is allowed. A
senior person moderates the discussions.
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Reverse Brainstorming- This is basically the evaluation stage. Aftee thrain
storming, the group sits together to find what rewg with each idea. In a way it is
a method of selection by elimination.

Synectics— Synecticsis a problem solving tool that stimulates thougtdcesses
which would normally not occur to the person. Timsthod, developed by William
Gordon, has as its central principle:

"Trust things that are alien, and alienate thingat are trusted."

What it means simply is that don’t take any thingdranted while seeking solution
to your problems. Don’t limit yourself to your ttesl old methods nor should you
disregard a old failed method. It is thus possibtenew and surprising solutions to
emerge. Its main tool is analogy or metaphor.

Synectics is more demanding a process than boamstg, since it involves many
steps

Gordon Method- Unlike most other methods, this method startaidtydisclosing
to the members the nature of problem. Only genecamicept associated with
problem is outlined and then members discuss allaspects of problem. This
method ensures that thought process of memberstislouded or channelled by
problem.

Checklist method — Page 142 of Hisrich book.
Free Association

Forced Relationship
Collective Notebook Method
Heuristics

Scientific Method

Kemper— Tregoe Method
Value Analysis

Attribute listing method
Morphological analysis
Matrix charting

Modification matrix

Inspired Approach
Parameter Analysis
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Importance of SSls.

Ans. Small Scale Industries (SSIs) provide numerous fiisnt® the entrepreneurs, the
society and to the nation as a whole. These caerghiy be clubbed into two heads —
economic benefits and social benefits, and aréuagdated hereunder.

Economic Benefits

€)) SSis generally are less intensive on technology amedtherefore within
reach of individuals who may not be highly educated

(b)  They need small capital and can be started by pemiti little resources.
(c) Due to small size, their gestation period is ofbart.

(d) Most SSls use local raw materials which ensures goiwes for producers
of raw materials.

Social Benefits

(&) SSIs generate employment at the local level, wischuch needed for a
developing country like ours with a heavy populatioad. In India there are
35 lac SSl units, generating employment for overdze people.

(b)  With SSIs generating employment and wealth creaéiwgnues, equitable
distribution of income is possible to some exteithwheir help.

(c)  Also, SSls check monopoly of strong players torgdaextent by producing
substitutes, which are cheaper and affordable.

(d) Infrastructure development in rural and semi— orlbeeas has also been
possible because of SSIs. Baramati, IchalkarangkHdma, Sivakasi,
Tumkur, Tirupur are some such places where infuatiire has vastly
developed.

(e)  SSiIs have helped in rural development. Agricultprevides employment
for only few months in a year. SSIs provide empleytround the year.

) SSIs have improved employment opportunities and ym@8Is are in
under/semi developed areas, even in villages. kéeps a check on the
exodus of workers to metros and urban zones.

(9) SSIs help to establish the linkage between agumiltand industry to
harness the potential of both the sectors.
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Policy Initiatives towards Small Scale Industriesié Entrepreneurship

Mahatma Gandhi had recognised then need for cofitadestry in India even before
independence. Therefore, it was only natural tigis ecame the focus of attention for
Industrial Policy Planners in Independent Indiaar8tg with first Industrial Policy
Resolution (IPR) in 1948, SSls and in turn Entrapraship has found adequate attention
in every policy formulation. Unfortunately, interpbuld not turn reality due to poor
implementation.

1. The IPR of 1948 emphasized the role of entrepreneurship and S8lshe
industrialization of the country. An emphasis waisl lon the promotion of cottage
and small-scale industry as they could play a aaitirole in creating self-
employment. The earlier recommendation to establi€lottage Industries Board to
foster the growth of SSU was accepted.

2. Industrial Development Bank of India (IDBl)was established in 1964. IDBI was
meant to provide financial assistance to cottagg, $mall and medium enterprises
through refinance of industrial loans granted bgt&Financial Corporations, State
Industrial Development Corporations, Commercial BarCo-operative Banks and
Regional Rural Banks. It also covered provisiomsrédiscounting of bills, seed
capital assistance to new entrepreneurs, financpuichasing machinery on lease
or hire purchase and others.

3. Nationalisation of Banks— Banks which were under the control of Industrial
Houses were reluctant to finance SSiIs. In 1969 jmatie following decade most of
the large banks were nationalised which pavedaée for easy flow of loans to
SSis and Tiny sectors on affordable terms and tondi

4. The Industrial Licensing Policy of 1970restricted the role of large industrial
houses and foreign concerns to the core, heavyeapart-oriented Units. In other
words, non-core sector, which was within reachrdfepreneurs, was left to them
for creating small enterprises.

Also, with a view to promote development of SSisrural pockets, District
Industries Centres (DIC) were proposed to be sabypovide all the services and
support required by the small and village entrepues under a single roof.

5. The Industrial Policy Statement of 197énder the socialistic Janata Party Govt
and Mr George Fernandes as Industry Minister, esiped that “whatever can be
produced by the Small and Cottage Industries mabt lme so produced”. Salient
policy changes were:

€)) Expansion of the list of reserved items for exalagproduction by the SSI
sector from 180 to 807 items.

(b) Enhanced limits for investment in plant and machjiner tiny, SSI and
ancillary units to Rs. 1, 10 and 15 lakhs respebtiv

o o

Page 58 of BVS - Entrepreneurship Mgmt (Ver 1.1 :06.04.2007)
Jamnalal Bajaj Institute of Mgmt Studies

Document Produced by deskPDF Unregistered :: http://www.docudesk.com



q\‘i'-i"/s%
Mgmt study material created/ compiled by - CommanB& Singh — rajeshsingh_r_k@rediffmail.com

(c) Mass creation of DICs.
(d) Separate wing of IDBI to deal with credit requirarnef small sector.
(e) Promotion to technological self-reliance.
)] Restricted role towards foreign capital and colfakion.
(9) Rehabilitation programmes for sick units.
6. The IPS of 1980was a watershed event in the development of SSbiseThe

policy emphasized the ancilliarization and the toeaof clusters for the growth of
this sector. Main initiatives were:

€)) Modernization of small industries particularly irdapting of the right
technology and energy conservation.

(b)  Thrust to export-oriented units.

(c) Selective but speedy approval to foreign capitdl egllaborations.

(d) Integrated Industrial Development.

(e) Further enhanced limits for investment in plant amathinery for tiny, SSI
and ancillary units to Rs. 2, 10 and 25 lakhs retspaly.

7. Post 1990 Scenarie- Shaken violently by the foreign exchange craisl990,
when India escaped default in payment of loan ney@ay obligations by
mortgaging its gold to England, the Govt. of Indiapnounced major changes in the
Industrial Policy on 24" July, 1991 The salient features of this new policy were:

(&)  Abolition of industrial licensing in most cases.

(b) Only security and strategic concern areas resdorguliblic sector.
(c)  Automatic clearance for import of capital goods.

(d) Location clearance required only for polluting isthy.

(e) Broad-banding facility for existing unit&arlier a license to manufacture car did
not include Jeep. And you could not manufactureogoncycle or moped under licence to
manufacture scooters. Under new policy licencesevissued for two wheelers. It was left
to the industrialist to decide what he wants to ofanture; whether motor cycle or scooter
or moped)

)] Liberal foreign investment.
() Automatic permission for foreign technology.
(h)  Changes in MRTP Act.

8. Changes in Industrial policy were followed by a npulicy for small and tiny
enterprises 06" August 1991. The salient features of this new policy were —
€)) Equity participation up to 24% by other industualdertakings.

(b) Legislation to ensure payment of SSI bills.
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(c) Credit demand of SSI to be fully met. Factoring/gxss from SIDBI.
(d) Investment limit for tiny sector Rs.5 lakhs; SSI.&0slakhs and ancillary
and export-oriented unit Rs.75 lakhs.
(e) Relaxation from specified Labor Laws to tiny sector
)] Service sector to be recognized as tiny sector.
(9) Marketing assistance through PSU and NSIC.
9. In 1993, The Reserve Bank of India announced a spatpackage of measures

to ensure adequate and timely credit to the smallesle sector. The salient
features of this package are:

(@)

(b)

(€)

(d)

Banks should give preference to village industtiesy; industries and other
small-scale units, in that order, while meeting ¢hedit requirement of the
small-scale sector.

Banks should step up the credit flow to meet tlggtiteate requirements of
the SSI sector in full during the Eighth Five Y&dan.

Effective grievance redressal machinery to be petithin each bank which
can be approached by the SSI in case of difficultie

Banks should adopt the single window clearance meh®r meeting the
credit requirements of small-scale units.

Investment ceiling on plant and machinery for S8iitary units was raised further from
Rs.60 lakh/75 lakh to Rs.3 crore and for tiny uftsn Rs.5 lakh to Rs.25 lakh, in 1998.
However, in December 1999, Government decided doae the investment ceiling from
Rs.3 crore to Rs 1 crore (No change in respechpiunits).

Current impact of the above policy initiatives eflected in the role of various support
organizations for an entrepreneur.

Salient Features of Recent Policy Changes in detiimn of SSI sector

Government of India has enactaditro, Small and Medium Enterprises Development
Act, 2006” (MSMED) which has come into effect from 2.10.2006.

1. Definition of Enterprises in Manufacturing Sector

(@)

(b)

A Micro Enterprise, where the investment in plant and machinery dags
exceed Rs 25 Lacs;

A Small Enterprise, where the investment in plant and machinery isemo
than Rs 25 Lacs but does not exceed Rs 5 crores; or
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(c) A Medium Enterprise, where the investment in plant and machinery is
more than Rs 5 crores but does not exceed Rs 1€, cro

2. Definition of Enterprises in Services Sector

(& A Micro Enterprise where the investment in equipment does not exceed
Rs 10 lakh;

(b) A Small Enterprise where the investment in equipment is more than
Rs 10 lakh but does not exceed Rs 2 crore; or

(c) A Medium Enterprise where the investment in equipment is more than
Rs 2 crore rupees but not exceed Rs 5 crore.

Cost of pollution control equipment, Research amdlopment set-up, Industrial
Safety Devices and such other items shall be egdlud
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RURAL ENTREPRENEURSHIP AND SOCIAL ENTREPRENEURSHIP

Despite all the policy initiatives of the Gol sintee independence, there has been little
development of villages. The development that we=Hzeen experiencing in the big cities
has not been able to reach the real India whicbslim villages. Agricultural land has
actually been shrinking due to expansion of urbamres and pressures of housing for our
ever growing population. As a matter of fact thisréot of disguised unemployment in our
villages. The result is migration of villagers tdan centres in search of jobs.

Most of the Govt plans for upliftment of rural segi got crushed under the ineffective
implementation. A few success stories have beeutir co-operative movement under the
inspired leadership of some social entrepreneurs.

Amul Model

There is no better example of Rural and Social dgmémeurship than the case of dairy
development in the State of Gujarat. This modgbapularly known as “Amul Model”.
This rural social entrepreneurial project was sty Dr Kurien as a Co-Operative in
Gujarat more than 30 years ago. Starting from allstoanplex of eight societies which
originally collected only a few hundred litres oflky it has grown into a huge complex
collecting nearly seven lakh litres of milk per diagm 240,000 members organized into
840 village societies. Its futile to highlight aeliement of Amul brand to any Indian.
Behind the success of this co-operative ventutieasdynamic entrepreneur and leader, Dr.
Kurien whose target of opportunity seeking was fweancial but social gain, not for
himself, not for the enterprise or agency he wdoksbut for the people he serves.

Lac Cultivation in Tribal Area

In Nowgai village of Madhya Pradesh’s Shahdol distra self-help group (SHG)
comprising members of the Baiga tribe today bosatsngs worth over Rs 4.5 lakh. This
recent upturn in their fortunes is linked to ladtiation on the Palash (A local tree
normally used as fire wood) trees that dot mosddien the area.

“I could never have imagined making all this monegfore,” says the Entrepreneur
Madhav Singh, the leader of the SHG. “All | had wa21 hectares of land that wasn'’t
irrigated. The only way we could make ends meet lmasvorking as labourers in cities.
Who would have thought that these Palash treeshwive used primarily for fuel wood,
would make me a lakhpati ?” he adds.

Lac is a natural resin (lakh ki chudian) which asnied when the insect Laccifer Lacca
alights on certain types of trees. While lac watieyaused as raw material for bangles and
for seals, it has now found application in in comepuintegrated circuits and satellite

building due to which its value has risen.

Success stories such as those of Madhav and N@wgthier lac cultivators have been
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largely scripted by Jitendra Singh, an officer ihage of implementing the MP
Government’'s Rajiv Gandhi Watershed Mission (RGWdagd Dr Moni Thomas of the
government-run Krishi Vigyan Kendra, Shahdol. JitenSingh took charge in 1999 and
soon realised that the project would not have #wrdd impact if it focused only on water
harvesting. “The villages are predominantly inhathiby poor tribals. The focus had to be
on income generation and SHGS.

The official began researching on traditional meaing/elihoods of the area and found lac
cultivation to be one such method. Maharaja Gulalgl§ the erstwhile ruler of the area,
had set up an efficient system of lac productiot @istribution in his state. But once the
Indian government took over the princely state,ditem fell into complete disarray. The
authorities’ indifference and the inability of thaltivators to sell their produce put paid to
lac cultivation in Shahdol. It was this source ioElihood that Jitendra Singh decided to
revive.

The area has abundance of Palash trees (about 28ngdrees in Shahdol are Palash). The
trees were, however, merely a fuel wood sourcendia Singh and Moni Thomas - of the
government-run Krishi Vigyan Kendra, Shahdol - aged to train Nowgai’s residents in
reviving their traditional means of livelihood.

A group of 10, with Madhav as their head, was thst fo benefit from the training. They
formed an SHG under Jitendra Singh’s and Thomasglaguee; the village watershed
committee pitched in with a loan of Rs 6000 to mpatash seeds from Pendra in mp’s
Bilaspur district. In 2001, Nowgai’s cultivatorsaged selling palash seeds to villagers in
nearby areas.

They earned about Rs 15,000 in the first harvedtire. In the next harvest in October, the
villagers sold seeds worth Rs 70,000 to Shahdolest department. Since then they have
been assured of a constant source of income, asulgation has gained in popularity.
There are 12 SHGS in Nowgai alone. There are 162u#tivators’ SHGS in 142 villages
of the district.

Lac cultivation is not affected by the vagariesanafather or natural disasters. Poor tribals
can make huge profits from it with very little irstenent. Yearly investment is barely

Rs 1,000-1,200 and every year, in June and Octdbey, can make almost a lakh of

rupees.” In addition, lac is cultivated when farmare not busy in their fields. So, it can
bring them a tidy sum of money during the off-seaso

Organic Food which has great demand in westerntdearand fetches very high prices is
abundant in deep rural pocket of India. All thaheeded is some social entrepreneur who
can arrange to market them.

What is very evident from above two case studigkas the real opportunity for any rural
entrepreneur lies in identifying the local prodwared looking beyond his village as the
market. Many social entrepreneurs, some missioharme some committed Govt Officials
have succeeded in setting up the villagers in |sfek entrepreneurial ventures by
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identifying the local produce for which there isegt demand outside the country and
arranging the production, packing and export. Bahynmore are required.

Profile of a Rural Entrepreneur

1.

2.
3.

He should not be an individualist. He should havegraup orientation. A
individualist is unlikely to succeed in a villageterprise.

He should practice a management style where theecorior people is the highest.

He should have a strong commitment for rural dgvalent.

Profile of a Social Entrepreneur

1.

3.

4.

He shouldn’t be interested in usual perks and almes. Social gain should be his
perk and the smiles on the faces of impoverishadl rpopulation his only
allowance.

He should have strong knowledge of local economyeltas well versed with the
national and international economy.

Should have good liaison with govt authorities.

Should have knack for marketing.

Development Model for Rural Entrepreneurship

1.

2.

Elimination of middlemen and direct marketing tstmmers.

Formations of cooperatives/self help groups likeuhrfor optimum utilization of
farm produce.

Finding markets offering best value for local protu

Better marketing (national and international) ofatuproducts; farm produce,
handicrafts, culture (dance forms, musical instmitseand other fine arts of
entertainment) resulting in the rural prosperity.

Training the local youth for Entrepreneurial veetirresulting in reduction of
disguised employment and alternative occupationaui@l youth.

Optimum utilization of local resource in entreprenal venture by rural youth
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CONCESSIONS AND INCENTIVES FOR SSI IN INDIA

The main responsibility for the development of drsahble industries rests with State
Governments. Nationalization of Banks, protectived gpromotional policies by the
Governments resulted in significant growth from 93fhwards. In pre-liberalization era,
SSI enjoyed following key advantages:

. Reservation of items for exclusive manufacture By &ctor
i Concessional Finance from Banks

. Subsidies from Central and State Governments

. Excise Concessions

i Protected Market

With opening-up of the economy, the situation reen a different turn. However, there
are still a wide range of facilities, concessiond acentives. An outline is narrated below-

1. Investment Limit in Plant and Machinery— The Government of India have
lowered the ceiling on investment in plant and niaety for small scale and
ancillary industrial undertaking from Rs. 3 cromeRs. 1 crore with effect from
December 24, 1999. The investment ceiling for tinyt has been retained at Rs.25
lakhs.

2. Reservation of Items for Exclusive Manufacture ihé Small Scale Sector The
policy was initiated in 1967 with 47 items whichegr to the peak level 836 items
in 1977. Policy changes in 1997 permitted largdesaaits to manufacture reserved
products but with a 50% export obligation. Thereaiprogressive dereservation
approach. In the 2004 - 05 Budget about 85 iteme Wereserved.

3. Reservation of Items for Exclusive Purchase fromISS Purchases by DGS&D
are made exclusively from SSI units for specifiegins known as reserved list.
Prior to 1997 there were 409 items in this listjclhhas now been substantially
reduced. Secondly, for these items and even faretitems which are not reserved,
SSis enjoy a purchase price preference of 15% camaripdarge companies.

4. Foreign Direct Investment— To provide access to the Capital market and to
encourage modernization and technological upgradain SSI sector, equity
participation upto 24% of the total shareholdingliswed in the SSI units by other
industrial undertakings including foreign collabtmnz.

5. Export Promotion Councils- The Export Promotion Councils are registered as
non - profit organizations and SSI units can acesg®rt — related services from
the Councils. EPCs for different industries provaeonsortium approach to their
member units for exports of the products.
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Some of them obtain bulk purchase orders from lsuged distribute these among
SSI units for supply to the council for deemed ekpbhis process ensures orders
to every member unit and the timely delivery of deo

6. Incentive Scheme for Acquiring 1ISO 9000 Certificata — In Order to prepare the
Small Scale Industries to face the threat cominthénway of export in future due
to ISO 9000 barrier, Office of the DC (SSI) hasmated the schemes to give
incentive to small scale industries acquiring IST® certification to the extent of
the cost subject to the maximum of Rs.75,000 inheease. The scheme is
implemented by SIDBI.

7. Integrated Technology Upgradation and ManagementoBramme (UPTECH)
A new scheme on Upgradation of Technology (UPTEG&H been conceptualized
and approved during the year 1997-98. It coversthall facets of technological
improvements such as quality upgradation, energygewation, pollution control,
process modifications, modernization etc. Somestilative clusters, where the
Scheme operates are —

€)) The Lock Industry at Aligarh, UP.

(b)  The Pottery Cluster at Khurja, UP.

(c) The Forging Industry at Ludhiana & Jalandhar in jRonHyderabad and
Vijayawada in Andhara Pradesh.

(d) The Food Processing Industry Clusters at Pune damtbd® in Andhara
Pradesh.

(e)  The Neem and Perfumery Industry at Kannauj, UP.

()] The Brassware Cluster at Moradabad, UP.

(9) The Sports Goods Cluster at Jalandhar, Punjab

(h)  The Bulk Drug and Formulation Industry at Kushaigud
() Auto Components Industry, Pune, Indore and Chennai.
0) Tile Industry along the West Coast

(k) Rice Milling Cluster at Bhandara in Maharashtra

() Toy Industry in Delhi and Noida.

8. Technology Bureau for Small Enterprises The TBSE is a joint venture of
SIDBI and the Asian Pacific Center for TransferTadchnology (APCTT). The
main objective of the Bureau is speedy access amsfer of technologies. The
bureau has a large computerized database on tegynoptions available in the
Asia Pacific region. It identifies business partnerilling to collaborate, brings
them face-to-face and extends support to tie-ugnfiral assistance. It offers, under

one roof, assistance to existing and prospectivallsenterprises in the sphere of
technology accession, transfer and funds synditatio
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9.

10.

11.

Small Enterprises Information and Resource Centreetork (SENET)— The
Scheme came into being w.e.f. April, 1997 with awito pioneer, create and
promote data — base and information services aaititdée information sharing
among the small entrepreneurs and exporters.

Relaxation Under Environmental Laws- The Ministry of Environment Forests
have simplified the consent procedure in respeshddll scale industrial units For
the units of small scale sector, except 17 categavhich are heavily polluting, the
acknowledgement of the application by the Board ldi@erve the purpose of the
consent and the consent granted shall be valitiSgrears.

List of Highly Polluting Industries

() Fertilizer (Nitrogen/ Phosphate)

(i) Sugar

(i)  Cement

(iv)  Fermentation and Distillery

(V) Aluminium

(vi)  Petro chemicals

(vii)  Thermal power

(viii)  Qil refinery

(ix)  Sulphuric Acid

(x) Tanneries

(xi)  Copper Smelter

(xi))  lron & Steel

(xiii)  Pulp & Paper

(xiv) Dye and Dye intermediates

(xv) Pesticides manufacturing and formulation

(xvi) Basic Drugs and Pharmaceuticals

Common Effluent Treatment Plants (CETR) The Ministry of Environment and

Forests is implementing the scheme for setting fuBammon Effluent Treatment

Plants (CETPs) in clusters of small scale industmats. The financial assistance
under this scheme towards the total cost of thgprcs as follows —

(8  25% as subsidy from both Central and State Goventsne

(b) 30% as loan at reduced rate of interest from thenftial institutions and

(c) 20% a contributions from individual units.
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12. Industry Related Research Institutes The council of Scientific and industrial
Research (CSIR), New Delhi, has continually beefvisg to promote the
development of indigenous technologies and utibrabf indigenous resources.
CSIR has signed four MOUs for alliances with Albia financial institutions and
industry associations viz. ICICI, SIDBI, CIl, andG€l. The alliances seek to
synergise the core competencies of each partmautoal advantage.

13. Exemption and Preferential Treatment from Excise Des — For SSI having
clearances in the financial year not exceeding B®fes, there are two schemes —

€)) First Clearances upto Rs. 100 lakhs — Nil rate wydCENVAT credit is
not permissible.

(b) First Clearances upto Rs. 100 lakhs — 60% of MNérmuty; CENVAT
credit is permissible.

14.  Policy of Priority Credit— SSI units are entitled for priority sector lendifngm
the nationalized commercial banks on the pattermagsfculture. Out of 40% of
bank advances earmarked as priority sector lendbayt 15 to 17 % have been
flowing to SSI sector. Out of priority sector credoing to small scale sector, 40%
is earmarked for tiny units having investment iarggland machinery below Rs. 5
lakhs and another 20% for tiny units whose investme plant and machinery
ranges between Rs 5 lakhs to 25 lakhs.

15. Initiative for Credit — Commercial banks provide working capital to SSitsin
worked out at the rate of 20% of their annual twerosubject to a limit of
Rs. 5 Crores.

16. OTC Exchange of India (OTCEI)— The OTC Exchange of India has been setup
by leading Financial Institutions like UTI, IDBICICI, LIC and GIC, expressively
to provide an ideal avenue for corporate of all sizes, its special focus on small
scale companies, to raise resources from the tapat&et.

The Exchange provides sophisticated trading meshatike Bought Out deals,
market making and sponsorship, which makes it eeryenient for the small, and
medium sized companies to access the capital market

17. The Interest on Delayed Payment Aet “The Interest on Delayed Payment to
Small — Scale and Ancillary Industrial UndertakiAgt” was enacted in 1993 in
order to tackle the problem of settlement of duesnfcompanies. The Act has
been amended so that SSI units are not handicdppddlays in the settlement of
their dues from larger companies. The amended Astdome into force from {0
August, 1998. the amended Act provides for —

€)) Change in the penal rate of interest from the preSepercentage points
above the floor rate which was applied hitherto,1&0% of the Prime
Lending Rate (PLR) of SBI;
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18.

(b)

(€)

The agreed date of settlement of dues (i.e., amyract between the SSI
supplier and the large — scale buyer) not to exd&® days from the date
of acceptance of goods by the large companies;

An additional/alternative mechanism of arbitratiamd conciliation to
resolve disputes between the SSI supplier andafye Iscale buyer to deal
with issues/disputes which arise due to non-payfdelatyed payment of the
dues of SSI units/suppliers by large company custsfuyers.

Recent Changes (2.10.2006 Provisions to Check Delayed Payments

() Provisions related to delayed payments to Micror8a$ Enterprises
(MSESs) strengthened.

(i) Period of payment to MSEs by the buyers reducdi®tdays.

(i)  Rate of interest on outstanding amount increasdtiree times the
prevailing Bank Rate of Reserve Bank of India, coomged on
monthly basis.

(iv)  Constitution of MSE Facilitation Council(s) mandatdfor State
Government.

(V) Reference made to the Council to be decided wiiidays

(vi)  Declaration of payment outstanding to MSE suppirandatory for
buyers in their Balance Sheets.

(vii) Interest (paid or payable to supplier) disallowed deduction for
income tax purposes.

(viii) No appeal against order of Facilitation Councib&entertained by
any Court without deposit of 75% of the decreed am@ayable by
buyer.

(ix)  Appellate Court may order payment of a part of deposit to the
supplier MSE.

(x) Disclosure of delayed payments and interest mangato the
Balance Sheet wherever audit provision is appleabl

SIDBI Strategic Initiatives (Others)

(@)
(b)
(€)
(d)

Modernization and Technology Upgradation
Marketing Finance

Development of Industrial Infrastructure
Bills Discounting and Factoring service
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(e) National Venture Fund for Software and IT Industry
)] Credit Rating for Exporting SSI units
(9) Incubation Centers

There are some other promotional measures beiageaffor monitored by SIDBI.

19. Sector Based Incentives Special incentives are being announced for sunrise
sectors or the high thrust sectors which incluggstal subsidy also.
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SICKNESS IN SSis
Definition

As per RBI, if principal or interest or both hawsmained overdue for two consecutive
guarters in a financial year and there is an emosidhe net worth due to the accumulated
cash losses to the extent of 50% or more

Causes of Sickness

There is wide variety of causes that can leaddastrial sickness. Some are internal to the
company, some external, some controllable and atheontrollable. We can categorise
them into following groups -

1. Personal (Owner)

€)) Lack of Integrated Knowledge/Training
(b) Incompatible Personalities

(c) Health

(d) Shift in attitude

(e) Succession

2. Management

@ Dispute between Owners

(b)  Wrong Choice of Product/Location
(c) Team Building

(d) Planning

(e) Management Information Systems
)] Inability to Manage Growth

3. HR issues

€)) Faulty Recruitment

(b)  Wage Structure

(c) Industrial Relations - Strikes
(d) Low Productivity

4. Operational issues

(8 Technology obsolescence
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(b) Quality up gradation

(c) ProductionManagement
0] Plant layout
(i) Quality
(i)  Capacity utilization
(iv)  Inventory
(V) Maintenance
(vi)  Environment

(vii)  Waste etc
5. Financial

€)) Capital structure

(b) Capacity to bring capital

(© Poor resources management

(d)  Costing/pricing policy

(e) Over-dependence on concessions & subsidies
()] Diversion of capital

(9) Over-trading

(h) Unfavorable gearing

() Lack of tax planning

6. Marketing

(&) Over-dependence on a single customer
(b) Marketing myopia

(c) Sales &distribution set-up

(d) Market feedback/ research

(e) Marketing strategies

7. Government

(8  Changing policies
(b) Scale of economy
(c) Controls

(d) Fiscal policies

(e) Role as facilitator
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8. Act of God

(8 Accidents and injuries
(b) Catastrophes and disasters
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FACTORS FOR GROWTH OF SSI

Infrastructure

€)) State Industrial Development Corporation — for lamd water (or local
bodies)

(b) State Electricity Board for subsidized power
Financial Assistance

€)) Priority Sector Lending by banks

(b) Reduced Margins

(c) Special Schemes for Weaker Section e.g. PMRY
(d)  Venture Capital

(e) Reduced Interest Rates for Small Projects

Fiscal Subsidies

€)) Need based subsidies
(b) General SSI exemption Scheme — Central Excise

Government Policies

€)) Reservation of certain products for manufactur&Bys only.
(b) Taxation Policies — New Units, Backward Area, EOU

(c) Tax-free Income — exports
Marketing Assistance

€)) Preferential Procurement / Price (15% handicapotafions)
(b) Trade Fairs, Business Visits

(c) Export Marketing

(d)  Warehouses

Motivational Assistance

(a8 SIDO/SISI/NSIC/NIESBUD / EDII / MDI/ ECD / &[Tl / Voluntary
Organizations etc.

Neglected Areas

(@) Data Bank / Information
(b) Plethora of Rules & Regulations
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10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

(c) Management Training
(d  HRD, MIS
STEPS FOR STARTING A SSI
SWOT Analysis
(&8  YOU -Strengths &Weaknesses
(b)  Your Business -Opportunities &Threats

Environmental Scanning

Product Selection

Market Survey

Preparation of Project Report

Form of Ownership
Route to Start —

€)) Franchising

(b)  Ancillarizing

(c) Acquisitioning

(d) Building from Scratch
Finance

Man Power

Site Location

Provisional Registration

Licenses & Approvals

Power Connection

Machinery — Procurement& Installation

Recruitment

Raw Materials Procurement

Trial Production

Marketing

Quality Assurance

Monitoring

Permanent Registration
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Small Industries Development Organization (SIDO)

Apex body under Ministry of Small Scale & Agro aRdral Industries

N

Liaison body between Central Govt., State Govlisarganizations connected with
promotion & development of SSI

Advising the Govt. in Policy Formulation
Monitoring of Special Schemes like PMRY etc.
Field working through SISI

Organizations under its control:

2

€)) Regional Testing Centers (RTC)

(b) Field Testing Stations (FTS)

(c) Tool Rooms (TR)

(d)  Tool Design Institutes (TDI)

(e) Product-cum-Process Development Centers (PPDC)

Training Institutes
1. National Institute for Entrepreneurship and SmailsiBess Development, New
Delhi (NIESBUD)
Entrepreneurship Development Institute of IndidneAdabad (EDII)
Indian Institute for Entrepreneurship, Guwahatjll
National Institute of Small Industry Extension Triaig, Hydrabad (NISIET)
Centers for Entrepreneurship Development at Statel(CED)

o ks DN

Small Industries Service Institute (SISI)

Technical Consultancy Services — Project Profilepiitts
Entrepreneurship Development Programmes

Ancillary Development Programmes — Sub-Contractiarges (SCX)
Managerial Consultancy Services

Economic Investigation Services

Marketing Assistance & Services

Export Promotion Services

© N O g bk bR

Modernization/ Technology Upgradation / Quality eation services
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9. Common facilities services
10.  Small Enterprises Information and Resource Cenggwiirk (SENET)
11.  Library Facility

NATIONAL SMALL INDUSTRIES CORP LTD(NSIC)
Promotes SMEs through Sectoral Approach and Clideggelopment by —
1. Support Services

€)) Technology upgradation

(b) Infomediary

(c) Mentoring

(d) Incubation

(e) Quality Assurance

) Enterprise to Enterprise Cooperation
(9) Technical Training

2. Marketing Support

(8 Consortia Marketing & Brand Development
(b) Exports (Products & Projects)

(c) Exhibition & Buyer Seller Meet

(d) Global Tenders

(e) UN Supply

)] Govt. Stores Purchase Programme

3. Credit Support

(&8 Composite Term Loan
(b) Line of Credit

(c) Raw Material Assistance
(d) Export Financing
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National Small Industries Corporation (NSIC)

1. Focused Sectoral Approach
2. Upgrade ldentified Sectors in Terms of —

€)) Product Design

(b)  Application of new technologies
(c) Quality control

(d) Packaging

(e) Marketing

) Linking to the global markets

3. Integrated Support

@ Credit Support

(b) Marketing Support

(c) Technology Upgradation
(d) International Partnerships
(e) Infomediary Services

€)) Mentoring and Advisory Support
(b) Identification of New Markets

(c) Consortia Marketing & Brand Building

(d) Quality Assurance & Rating
(e) Cluster exclusive Websites
)] Cluster specific Catalogues
(9) Buyer-Seller Meets

and more...

o

Common Programmes in Identified Sectors with StaKelders —
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Small Industries Development Bank of India (SIDBI)

1. Established in April 1990 under an Act of Indiarrll@ament as a wholly owned
subsidy of IDBI

2. Objectivesto serve as the principal financial institutiam f

€)) Promotion

(b) Financing

(c) Development of SSls

(d) Coordinate functions of partner institutions

3. Channels of Assistance

@ Direct Assistance
(b) Indirect Assistance (Refinance)
(c) Development and Support Service

4. Eligible Activities

(a)  Setting up of New Projects

(b) Existing units going for Expansion, Diversificatiand Modernization
(c) Small Road Transport Operators

(d) Service Sector Projects including Tourism relatetiVities

National Equity Fund (NEF) Scheme

1. Objective— To provide equity support to units in Tiny anchél Scale Industries,
sector and to help them in strengthening theirtgdpase and thereby improve their
acceptability for term finance by PLIs

2. Operated by- The Scheme is operated jointly by SIDBI and Gol
3. Eligibility —
€) New projects in tiny and SSI sector

(b) Existing units going for expansion, modernizatiowl aiversification of
activities

(c) Potentially viable sick units in tiny and SSI secto
(d)  Service enterprises (except Road Transport Opsdator
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4.

Project Cost— Project cost (including margin money for workiogpital) should
not exceed Rs. 50 lakh in the case of new projétthe case of existing units and
service enterprises, the total outlay includingphsposed outlay should not exceed
Rs. 50 lakh.

Debt Equity Ratio— 65:35 (excluding state subsidy which may beizetl for
meeting working capital requirement).

Promoter’s Contribution— 10% of project cost or to meet gap in the eqaitgr
taking into account soft loan of SIDBI

Nature of Assistance- Equity type of assistance in the form of soétrio

Amount of Assistance- 25% of the project cost or Rs. 10 lakh per mioje
whichever is lower.

Terms of Assistance —

€)) Interest— No interest is charged on the soft loan compbegcept service
charge of 5% per annum (1% to be retained by thieaRt balance to be
passed on to SIDBI

(b) Repayment Period- 7 yrs (including moratorium upto 3yrs).

(c) Security — No security (including collateral) is to be sted upon for the
soft loan.

Credit Guarantee Fund Trust for Small Industries

A Credit Guarantee Trust for Small Industries (CQMaas set up by Gol and SIDBI with
a corpus of Rs. 125 crore with Rs. 100 crore cbuated by Gol and balance by SIDBI. The
corpus is envisaged to increase to Rs 2500 craetbe next five years. The trust became
operational on Aug 01, 2000. Under the scheme tla@amtee cover will be extended to
any collateral free credit facility both term loand working capital (credit cap Rs. 25 lakh)
extended by eligible financial institutions on dtea June 1, 2000 to new as well as
existing manufacturing SSI units, including thaséTi/software industry.

Technology Development & Modernization Fund (TDMF)

Objective— To encourage existing industrial units in tmeal scale sector to
modernize their production facilities and adopt ioy@d and updated technology
S0 as to strengthen their export capabilities

Eligibility — SSI units including ancillary units which go fior modernization/
technology upgradation, the outlay on land anddoug should not exceed 25% of
the outlay on modernization/technology upgradapimgramme.
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€)) The units should be in operation at least for @ogefor a period of 3 yrs.
(b) Units which are already exporting their productfave the potential to
export at least 25% of their output by adoptingrtiaglernization scheme,
and
(c) Units which are not in default to institutions a@riis
3. Purpose—
€)) Purchase of capital equipment, need based civiksv&racquisition of
additional land
(b)  Acquisition of technical know-how, designs, dravéremd fashion forecast
where relevant to specific product group
(c) Upgradation of process technology and products thithst on quality
improvement comparable with acceptable domestidratednational
standards
(d) Improvement in packaging
(e) Cost of TQM and acquisition of ISO 9000 seriesifieation
4. Termsof Assistance-
€)) Promoters’ contribution: 20% of the project cost
(b) Mode of Assistance
(c) Term Loan
(d) Equity participation (provided the availability exit route for disinvestment
in due course)
(e) Both
5. Amountof loan — Need based, subject to a minimum of Rs. 10 lakh

Scheme of Direct Assistance for Financing Activitse

Relating to Marketing of SSI products

1. Objectives —

(@)

(b)

To provide financial assistance to SSI units toeutake various activities
necessary to increase their sales turnover in th@edtic and export
markets.

To finance corporate entities to enable them twipesupport services and
/or infrastructural facilities to small scale secto improve its marketing
capabilities.
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2.

Eligible Borrowers

(@)

(b)

Existing SSI units in the small scale sector witlyad track record and
sound financial position are eligible for assistanmder the scheme. New
units could also be considered on selective basis.

Specialized organizations incorporated as corpazatéies and providing
marketing assistance, infrastructure and supporvices to industrial
concerns in the small scale sector

Purpose — Assistance under the scheme may be availed rourderstanding
various marketing related activities such as —

(@)
(b)
(€)
(d)

()

(f)

(9)
(h)

()

(k)

Marketing Research
R & D product upgradation and standardization
Preparation of strategic marketing plan

Advertising, trading, catalogue preparation, praaucof audio-visual aids,
etc.

Participation in trade fairs and exhibitions, undking sales promotion
tours, etc.

Establishing distribution network including showoros/retail outlets and
warehousing facilities

Training of personnel in activities relevant to keting, etc.

For setting up new show rooms and/or renovatioexidting show rooms
for marketing predominantly small scale, cottagel anllage industry
products. Such show rooms could be set up witheércthuntry or abroad.

Development of Infrastructure like setting up ofrrpanent exhibition
centers, industrial parks, marketing emporia, desigd fashion forecasting
studios, auction houses (say for floriculture padycontainer depots and
container freight5 stations and trade centers {withdia and abroad). Such
small scale, cottage and village industries.

Setting up of facilities for providing marketingpport to SSI units, for
example, data bank, librbaries, internet servieds, and assistance to
facilitate setting up and expansion of such sesviog service providers as
may be relevant.

Any other activity directed towards promoting tharketing of SSI sector
in domestic or international markets
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4.

10.

Amountof Loan

(& Would be need based

(b) Minimum of Rs. 10 lakh per borrower

Promoter’scontribution

€)) Minimum of 10% for the project

(b)  Within a maximum Debt Equity Ratio not exceeding) #r the company
Rateof Interest —Within a broad band upto 4% above the prime lendatg
Security —

€)) Exclusive charge over the assets acquired ouieoloidn

(b) First/second charge on existing fixed assets

(c) Other collateral security as may be deemed negessar

Period of Repayment -Varying between 3-8 years with a moratorium upt@ on

year.

Scheme of Post-shipment Credit in Foreign Curref®§C) / Scheme of Export
Bills Financing (EBF)

Scheme of Pre-shipment Credit in Foreign CurreR&HC) / Rupee (PCR)

Technology Bureau for Small Enterprises (TBSE)

Promoted by United Nations’ Asian and Pacific Cetfee Transfer of Technology
(APCTT) and SIDBI. One roof, synergy of technola@md finance

Provides a gateway technology market through letesind other channels

Range of Services

(@)

(b)
(€)

(d)

Technology Information — Computerized database on technology option
available from different countries.

Match Making — Between business partners willing to collaborate

Finance Syndication — Through SIDBI covering term loans, foreign
currency, venture capital, letter of credit, eqasgistance

Support Services Consultancy, visits of overseas experts, buydeisel
meets for specific product / process technologies.
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