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Chapter-1           Concept of Entrepreneurship 
 
Meaning 

Entrepreneurship is a process of actions of an entrepreneur who is a person always in 

search of something new and exploits such ideas into gainful opportunities by 

accepting the risk and uncertainty with the enterprise. It is the process of starting a 

business, a start-up company or other organization. The entrepreneur develops a 

business plan, acquires the human and other required resources, and is fully responsible 

for its success or failure. Entrepreneurship operates within an entrepreneurship 

ecosystem. 

 

The word “entrepreneur” is derived from the French verb “entreprendre”, which means 

‘to undertake’. This refers to those who “undertake” the risk of new enterprises. An 

enterprise is created by an entrepreneur. The process of creation is called 

“entrepreneurship”. 

 

Definitions 

 

“Entrepreneurs are people who have the ability to see and evaluate business 

opportunities, together with the necessary resources to take advantage of them and to 

intimate appropriate action to ensure success.” 

-International Labour Organization 

 

Entrepreneur searches for change, responds to it and exploits opportunities. Innovation 

is the specific tool of an entrepreneur. 

-Peter F. Drucker 

 

Entrepreneur is the one who is endowed with more than average capacities in the task 

of organizing and coordinating the various factors of production. He is pioneer and 

captain of industry. 

-Francis A.Walker 

 

Entrepreneurship is the purposeful activity of an individual or a group of associated 

individual, undertaken to initiate, maintain or aggrandize pro t by production or 

distribution of economic goods and services. 

-A.H.Cole 

 

Characteristics of an Entrepreneur 

If we go through the business history of India, we come across the names of persons 

who have emerged as successful entrepreneurs. For example, Tata, Birla, Modi, Dalmia 

and others are well-known names of successful entrepreneurs in the country who 

started their business enterprises with small size and made good fortunes. Success or 

otherwise of a small enterprise is, to a great extent, attributed to the success or 

otherwise of the entrepreneur himself/herself. Then, the question is: What makes the 

entrepreneurs successful? Whether they had anything common in their personal 

characteristics? The scanning of their personal characteristics shows that there are 

certain characteristics of entrepreneurs which are found usually prominent in them. The 

principal ones are scanned and discussed here:  

 

1. Hard Work: Willingness to work hard distinguishes a successful entrepreneur from 

unsuccessful one. The entrepreneur with his tedious, sweat-filled hours and 

perseverance revive their business even from on verge of failure. In nutshell, most of 

the successful entrepreneurs work hard endlessly, especially in the beginning and the 

same becomes their whole life.  



2. Desire for High Achievement: The entrepreneurs have a strong desire to achieve 

high goals in business. This high achievement motive strengthened them to surmount 

the obstacles, suppress, anxities, repair misfortunes and devise expedients
7
 and only set 

up and run a successful business.  

3. Highly Optimistic: The successful entrepreneurs are not disturbed by the present 

problems faced by them. They are optimistic for future that the situations will become 

favourable to business in future. Thus, they can run their enterprises successfully in 

future.  

4. Independence: One of the common characteristics of the successful entrepreneurs 

has been that they do not like to be guided by other and to follow their routine. They 

resist to be pigeonholed. They liked to be independent in the matters of their business.  

5. Foresight: The entrepreneurs have a good foresight to know about future business 

environment. In other words, they well visualize the likely changes to take place in 

market, consumer attitude, technological development, etc. and take timely actions 

accordingly.  

6. Good Organizer: Different resources required for production are divorced from 

each other. It is the ability of the entrepreneurs that brings together all resources 

required for starting up an enterprise and then to produce goods.  

7. Innovative: Production is meant to meet the customers' requirements. In view of the 

changing taste of customers from time to time, the entrepreneur’s inititate research and 

innovative activities to produce goods to satisfy the customer's changing demands for 

the products. The research institutes/centres established by Tata, Birla, Kirloskar, etc. 

are examples of the innovative activities taken by the successful entrepreneurs in our 

country.  

8. Self-control:  Entrepreneurs do not function well in structured organization where 

they are not independent to act. Most of the entrepreneurs do the job better when they 

have full responsibility and accountability for the job. Entrepreneurs do better if they 

are allowed to have their own way without interference from the authority. They need 

the freedom to choose and to act according to their own perception of what actions will 

result in success.  

9. Self confidence: Self confidence is the control over the things while working alone. 

Entrepreneurs tackle problems immediately with confidence and are persistent in the 

pursuit in their best in the face of adversity since they thrive on their own self 

confidence.  

10. Sense of urgency: Entrepreneurs have a never ending sense of urgency to develop 

their ideas. Inactivity makes them impatient tense and uneasy. They thrive on activity. 

They have drive and high energy levels, they are achievement oriented and they are 

tireless in the pursuit of their goals.  

11. Comprehensive awareness: Successful entrepreneurs can comprehend complex 

situations that may include planning, making strategic decisions and working on 

multiple business ideas simultaneously. They are farsighted and aware of important 

details and the will continuously review all the possibilities to achieve their business 

objectives. They devote their energy in completing the tasks immediately before them.  

12. Realism: Entrepreneurs accept the things as they are and deal with them 

accordingly. They will change their direction when they see that change will improve 

the prospects for achieving their goals. They want to know the status of a given 

situation at all times. They will verify any information they receive before they use it in 

making a decision.  

13. Conceptual ability: Entrepreneurs possess the ability to identify relationship 

quickly in the midst of complex situations. They identify problems and begin working 

on their solution faster than other people. They are not troubled by ambiguity and 

uncertainty because they are used to solving problems. Entrepreneurs are natural 

leaders and they are usually first to identify a problem to be overcome. It is pointed out 



to them that their solution to a problem will not work for some valid reason; they will 

quickly identify an alternative problem solving approach.  

14. Status requirements: Entrepreneurs find satisfaction in symbols of success that 

are external to them. During tough business periods entrepreneurs will concentrate their 

resources and energies on essential business operations. Symbols of achieving such as 

position have little relevance to them. Successful entrepreneurs find their satisfaction of 

status needs in their performance of their business not in the appearance they present to 

their peers and to the public.  

15. Interpersonal relationship: Entrepreneurs are more concerned with people's 

accomplishments than with their feelings. They generally avoid becoming personally 

involved and will not hesitate to severe relationships that could hinder the progress of 

their business. During the business building period, when resources are scarce, they 

seldom devote time to dealing with satisfying people's feelings beyond what is essential 

to achieving their goats. Entrepreneurs with good interpersonal skill will be able to 

adjust and survive as their organization grows and become more structured.  

16. Emotional stability: Entrepreneur have considerable amount of self control and 

can handle business pressures. They can be comfortable in stress situation and are 

challenged rather than discouraged by setbacks and failures. Entrepreneurs are 

uncomfortable when things are going well. They will frequently find some new activity 

on which to vent their pent – up energy. They handle people problems with action 

plans without involving in their emotions.  

17. Risk taking: The business cannot thrive without taking risks and adjusting to 

change. However, the entrepreneur should know that taking high risk is gamble. 

Entrepreneurs should be neither high nor low risk takers. They prefer situations in 

which they can influence the outcome and they like challenges if they believe the odds 

are in their favour. They seldom act until they have assessed all risks associated with 

the job and they have an innate ability to make sense out of complexity.  

18. Change and uncertainly: Entrepreneur has to handle the sources of uncertainly 

that come with the territory without falling apart. The business opportunity is 

surrounded by uncertain questions like market size, pricing, and variability of the 

original idea, customer response and product/service in a reasonable length of time. 

Entrepreneur must be able to lead manage, identify priorities, execute and most 

important is to make decision in changing circumstances.  

19. Decision-making: Decision making is a criterion of a successful entrepreneur. A 

person, who cannot reach a decision promptly once he has all the necessary 

information, cannot be depended upon to carry through on the decisions made. There is 

always linkage between deciding and acting to carry through. Not making a decision is 

a bad decision.  

  

After going through the above points of distinctions, it is clear that an entrepreneur 

differs from a manager. At times, an entrepreneur can be a manager also, but a manager 

cannot be entrepreneur. After all, an entrepreneur is a owner, but a manager is a 

servant. 

 

Skills of Entrepreneurship 

 

1. Economic and dynamic activity: Entrepreneurship is an economic activity because 

it involves the creation and operation of an enterprise with a view to creating value or 

wealth by ensuring optimum utilization of scarce resources. Since this value creation 

activity is performed continuously in the midst of uncertain business environment, 

therefore, entrepreneurship is regarded as a dynamic force. 

 

2. Related to innovation: Entrepreneurship involves a continuous search for new 

ideas. Entrepreneurship compels an individual to continuously evaluate the existing 



modes of business operations so that more efficient and effective systems can be 

evolved and adopted. In other words, entrepreneurship is a continuous e ort for synergy 

(optimization of performance) in organizations. 

 

3. Profit potential: Pro t potential is the likely level of return or compensation to the 

entrepreneur for taking on the risk of developing an idea into an actual business 

venture.” Without pro t potential, the efforts of entrepreneurs would remain only an 

abstract and a theoretical leisure activity. 

 

4. Risk bearing: The essence of entrepreneurship is the ‘willingness to assume risk’ 

arising out of the creation and implementation of new ideas. New ideas are always 

tentative and their results may not be instantaneous and positive. An entrepreneur has 

to have patience to see his e orts bear fruit. In the intervening period (time gap between 

the conception and implementation of an idea and its results), an entrepreneur has to 

assume risk. If an entrepreneur does not have the willingness to assume risk, 

entrepreneurship would never succeed. 

 

5. Skill full management: Entrepreneurship involves skill full management. The basic 

managerial skill is the most important characteristic feature of entrepreneurship. Fore 

effective management of an enterprise, the role of an entrepreneur is to initiate and 

supervise design of organization improvement projects in relation to upcoming 

opportunities is very much important. 

 

6. Accepting challenges: Entrepreneurship means accepting challenges amidst risk and 

uncertainty. While accepting entrepreneurship as a career the entrepreneur accepts the 

challenges of all odds and puts his efforts to convert the odds into viable business 

opportunities by pooling together the resources of building and running the enterprise. 

 

7. Goal-oriented Activity 

The entrepreneur who creates and operates enterprises seeks to earn profits through 

satisfaction of needs of consumers; hence, entrepreneurship is a goal-oriented activity. 

Entrepreneurship emphasizes results, achievements and targets achieved. It is work 

done not imaginary plans or paper decisions. Hence entrepreneurship is a goal-oriented 

activity. 

 

8. Value Creation: Next, we find that the process of creating value is a characteristic 

in describing entrepreneurship. Through entrepreneurship, new products, services, 

transactions, approaches, resources, technologies, and markets are created that 

contribute some value to a community or marketplace. We can also see value created 

when, through entrepreneurship; resources are transformed into outputs such as 

products or services. During this transformation process, value is created because the 

entrepreneur is fashioning something worthwhile and useful. Drucker says, “Until 

entrepreneurial act, every plant is a seed and every mineral just another rock. 

 

9. Dynamic Process: Entrepreneurship is a dynamic function. Entrepreneur thrives on 

changes in the environment, which bring useful opportunities for business. An 

entrepreneur deals proactively with changing markets and environment. He looks at the 

changes as the source of market advantages, not as a problem. Uncertainties are market 

opportunities for him. He capitalizes on effecting market anomalies. 

 

10. Uniqueness: Other characteristic found in entrepreneurship is that of uniqueness. 

Entrepreneurship involves new combinations and new approaches with which 

entrepreneurs are willing to experiment. Through Entrepreneurship unique products are 

created and unique approaches are tried. Entrepreneurship isn’t merely imitating what 



others have done. It’s doing something new, something untested and untried – 

something unique. 

 

11. Interest and Vision: The first factor for entrepreneurial success is interest. Since 

entrepreneurship pays o according to performance rather than time spent on a particular 

e ort, an entrepreneur must work in an area that interests her. Otherwise, she will not be 

able to maintain a high level of work ethic, and she will most likely fail. This interest 

must also translate into a vision for the company’s growth. Even if the day-to-day 

activities of a business are interesting to an entrepreneur, this is not enough for success 

unless she can turn this interest into a vision of growth and expansion. This vision must 

be strong enough that she can communicate it to investors and employees. 

 

12. Risk and Rewards: Entrepreneurship requires risk. The measurement of this risk 

equates to the amount of time and money you invest into your business. However, this 

risk also tends to relate directly to the rewards involved. An entrepreneur who invests 

in a franchise pays for someone else’s business plan and receives a respectable income, 

while an entrepreneur who undertakes ground breaking innovations risks everything on 

an assumption that something revolutionary will work in the market. If such a 

revolutionary is wrong, she can lose everything. However, if she is right, she can 

suddenly become extremely wealthy. 

 

Classification of Entrepreneurs  

 

A. Based on Functional Characteristics (Given by Danhof) 

1. Innovative Entrepreneur 

An innovative entrepreneur is one who launches new products, discovers new markets, 

establishes new methods of production and restructures the enterprise. They focus on 

revolutionalisation and development. Such entrepreneurs can do well only when certain 

level of development has already been achieved they look forward to improving upon 

the past. 

 

2. Imitative or adoptive entrepreneur 

Imitative Entrepreneurs adopt victorious innovations launched by the innovative 

entrepreneurs. They duplicate the technology and techniques innovated by others and 

they are suitable for underdeveloped countries. Imitative entrepreneurs are 

characterized by readiness to adopt successful innovations inaugurated by successful 

innovating entrepreneurs. Imitative entrepreneurs do not imitate the changes 

themselves, they only imitate techniques and technologies innovated by others. 

However, the talent of imitative entrepreneurs should not be under-estimated. Even 

imitative entrepreneurs are revolutionary and agents of change. They have ability to do 

things which have not been done before even though, unknown to them, the problem 

may have been solved in the same way by others. Innovative entrepreneur is creative, 

while imitative entrepreneur is adoptive. 



 
Fig -1 Classification of entrepreneurs 

 

3. Fabian Entrepreneurs 

Fabian entrepreneurs are exemplified by great caution and scepticism in experimenting 

any change in the organization. They imitate only in situations where it becomes 

necessary to do so. Such entrepreneurs are shy, lazy and lethargic. They are imitative 

by nature but are not determined and also lack power. They imitate only when it 

becomes perfectly clear that failure to do so would result in a loss of the relative 

position of the enterprise. 

 

4. Drone Entrepreneurs 

Drone Entrepreneurs suffer losses, as they refuse to make any modifications in the 

existing production methods. Drone entrepreneurs are characterized by a refusal to 

adopt opportunities to make changes in production formulae even at the cost of 

severely reduced returns. When competition increases, they are pushed out of the 

market as it becomes uneconomical for them to exist and operate in a competitive 

market. 

 

B. Based on developmental angle 

 

1. Prime mover: This entrepreneur sets in motion a powerful sequence of 

development, expansion and diversification of business. 

2. Manager: Such an entrepreneur does not initiate expansion and is content just 

staying in business. 

3. Minor innovator: This entrepreneur contributes to economic progress by funding 

better use for existing resources 

4. Satellite: This entrepreneur assumes a supplier’s role and slowly moves towards a 

productive enterprise. 

5. Local trading: Such an entrepreneur limits his enterprise to the local market. 

 

C. Based on Types of Entrepreneurial 

Business 

1. Manufacturing 

An entrepreneur who runs such a business actually produces the products that can be 

sold using resources and supplies. For example, apparel and other textile products, 



chemical and related products, electronics and other electrical equipment, fabricated 

metal products, industrial machinery and equipment, printing and publishing, rubber 

and miscellaneous plastic products, stone, clay etc. 

2. Wholesaling 

An entrepreneur with such a business sells products to the middle Man. 

3. Retailing 

An entrepreneur with such a business sells products directly to the people who or 

consume them. 

4. Service 

An entrepreneur in this business sells services rather than products. 

 

D. Based on the Nine Personality types of Entrepreneurs 
Your business personality type is the traits and characteristics of your personality that 

blend with needs of the business. If you better understand your business personality, 

then you can give your company the best part of you. There are 9 key types of 

personality and understanding. 

 

1) The Improver: They operate their business predominately in the improver mode, 

they are focused on using their company as a means to improve the world. Their 

overarching motto is morally correct companies will be re-warded working on a noble 

cause. Improvers have an unwavering ability to run their business with high integrity 

and ethics. These people are perfectionists and over-critical of employees and 

customers. 

 

2) The Advisor: This business personality type will provide an extremely high level of 

assistance and advice to customers. The advisor’s motto is the customer is right and we 

must do everything to please them. Companies built by advisors become customer 

focused. Advisors can become totally focused on the needs of their business and 

customers that they may ignore their own needs and ultimately burn out. 

 

3) The Superstar: Here the business is cantered on the charisma and high energy of 

the Superstar CEO. This personality often will cause you to build your business around 

their own personal brand. Superstars can be too competitive and hard workers. 

 

Entrepreneur example: Donald trump, CEO of Trump Hotels and Casino Resorts. 

 

4) The Artist: This business personality is the reserved but a highly creative type. 

Often found in businesses demanding creativity such as web design and ad agencies. 

As an artist type you’ll tend to build you business around the unique talents and 

creativities that they have. These may be overly sensitive to their customer’s responses 

even if the feedback is constructive.  

 

5) The Visionary: A business built by a Visionary will often be based on the future 

vision and thoughts of the founder. They will have a high degree of curiosity to 

understand the world around them and will set up plan to avoid the land mines. These 

types of people are visionaries can be too focused on the dream with little focus on 

reality. Action must precede vision. 

 

Entrepreneurial example: Bill Gates, Founder of Microsoft Inc. 

 

6) The Analyst: If they run a business as an analyst, their company focus is on 

existing problems in a systematic way. Often the basis for science, engineering or 

computer, Analyst companies excel at problem solving. 

 



7) The Fireball: A business owned and operated by a Fireball personalities were 

having full of energy and optimism. Your company is life-energizing and makes 

customers feel the company has a get it done attitude in a fun playful manner. These 

people commit your teams and act to impulsively. Balance your impulsiveness with 

business planning. 

 

8) The Hero: They have an incredible will and ability to lead the world and your 

business through any challenge. They are the essence of entrepreneurship and can 

assemble great companies. These people over promising and using force full tactics to 

get their way will not work long term. To be successful, trust their leadership skills to 

help others find their way. 

 

9) The Healer: The Healer, provide nurturing and harmony to your business. They 

were having an uncanny ability to survive and persist with an inner calm. Because of 

their caring, healing attitude toward your business, you may avoid outside realities and 

use wishful thinking. Use scenario planning to prepare for turmoil. 

 

A unique classification of entrepreneurs  

I.  Arthur H. Cole Classification: He classifies entrepreneurs as 

1. Empirical: He is an entrepreneur hardly introduces anything revolutionary and 

follows the principle of rule of thumb. 

2. Rational: The rational entrepreneur is well informed about the general economic 

conditions and introduces changes which look more revolutionary. 

3. Cognitive: Cognitive entrepreneur is well informed, draws upon the advice and 

services of experts and introduces changes that reflect complete break from the existing 

scheme of enterprise. 

II. Classification on the Basis of Ownership: 

1. Private: Private entrepreneur is motivated by profit and it would not enter those 

sectors of the economy in which prospects of monetary rewards are not very bright. 

2. Public: In the underdeveloped countries government will take the initiative to share 

enterprises. 

III. Classification Based on the Scale of Enterprise: 

1. Small scale: This classification is especially popular in the underdeveloped 

countries. Small entrepreneurs do not possess the necessary talents and resources to 

initiate large scale production and introduce revolutionary technological changes. 

2. Large scale: In the developed countries most entrepreneurs deal with large scale 

enterprises. They possess the financial and necessary enterprise to initiate and 

introduce new technical changes. The result is the developed countries are able to 

sustain and develop a high level of technical progress. 

In recent years, some New Classifications have been made regarding 

entrepreneurs, which are discussed further. 

1. Solo operators: These entrepreneurs prefer to set up their business individually. 

They introduce their own capital, intellect and business acumen to run the enterprise 

successfully. They operate their business mainly in the form of proprietorship type of 

concern. 

2. Active partners: Entrepreneurs of this type jointly put their efforts to build 

enterprise pooling together their own resources. They actively participate in managing 

the daily routine of the business concern. As such, the business houses or the firms 



which are managed by the active partners become more successful in their operation. 

3. Inventors: These entrepreneurs primarily involve themselves in Research and 

Development (R and D) activities. They are creative in character and feel happy in 

inventing new products, technologies and methods of production 

4. Challengers; Entrepreneurs of this type take challenges to establish business 

venture as mark of achievement. They keep on improving their standard and face 

boldly the odds and adversities that come in their way. They use their business acumen 

and talent to convert the odds into opportunities thereby making profit. According to 

them, if there is no challenge in life, there is no charm in life. Challenges make them 

bold, and thus, they never hesitate to plunge themselves into uncertainties for earning 

profit. 

5. Buyers (entrepreneurs): These entrepreneurs explore opportunities to purchase the 

existing units which may be seized or are in running condition. If the units they 

purchase are sick they turn them around using their experiences, expertise and business 

acumen. By purchasing these units they make themselves free from the hassles of 

building infrastructures and other facilities. 

6. Life timers: These entrepreneurs believe that business is the part and parcel of their 

life. They take up the business to reunite successfully as a matter of ego satisfaction. 

They have a strong desire for taking personal responsibility. Family enterprises which 

thrive due to high personal skill are included under this category. 

 

Role of an Entrepreneur in Economic Development (Need and Scope) 

 

The entrepreneur who is a business leader looks for ideas and puts them into effect in 

fostering economic growth and development. Entrepreneurship is one of the most 

important inputs in the economic development of a country. The entrepreneur acts as a 

trigger head to give spark to economic activities by his entrepreneurial decisions. He 

plays a pivotal role not only in the development of industrial sector of a country but 

also in the development of farm and service sector. The major roles played by an 

entrepreneur in the economic development of an economy are discussed in a systematic 

and orderly manner as follows. 

 

1. Promotes Capital Formation 

Entrepreneurs promote capital formation by mobilizing the idle savings of public. They 

employ their own as well as borrowed resources for setting up their enterprises. Such 

type of entrepreneurial activities leads to value addition and creation of wealth, which 

is very essential for the industrial and economic development of the country. 

 

2. Creates Large-Scale Employment Opportunities 

Entrepreneurs provide immediate large-scale employment to the unemployed which is 

a chronic problem of underdeveloped nations. With the setting up of more and more 

units by entrepreneurs, both on small and large-scale numerous job opportunities are 

created for others. As time passes, these enterprises grow, providing direct and indirect 

employment opportunities to many more. In this way, entrepreneurs play an effective 

role in reducing the problem of unemployment in the country which in turn clears the 

path towards economic development of the nation. 

 

3. Promotes Balanced Regional Development 

Entrepreneurs help to remove regional disparities through setting up of industries in 

less developed and backward areas. The growth of industries and business in these 



areas lead to a large number of public benefits like road transport, health, education, 

entertainment, etc. Setting up of more industries leads to more development of 

backward regions and thereby promotes balanced regional development. 

 

4. Reduces Concentration of Economic Power 

Economic power is the natural outcome of industrial and business activity. Industrial 

development normally leads to concentration of economic power in the hands of a few 

individuals, which results in the growth of monopolies. In order to redress this problem 

a large number of entrepreneurs need to be developed, which will help reduce the 

concentration of economic power amongst the population. 

 

5. Wealth Creation and Distribution 

It stimulates equitable redistribution of wealth and income in the interest of the country 

to more people and geographic areas, thus giving benefits to larger sections of the 

society. Entrepreneurial activities also generate more activities and give a multiplier 

effect in the economy. 

 

6. Increasing Gross National Product and Per Capita Income 

Entrepreneurs are always on the lookout for opportunities. They explore and exploit 

opportunities,, encourage effective resource mobilization of capital and skill, bring in 

new products and services and develops markets for growth of the economy. In this 

way, they help increasing gross national product as well as per capita income of the 

people in a country. Increase in gross national product and per capita income of the 

people in a country, is a sign of economic growth. 

 

7. Improvement in the Standard of Living 

Increase in the standard of living of the people is a characteristic feature of economic 

development of the country. Entrepreneurs play a key role in increasing the standard of 

living of the people by adopting latest innovations in the production of wide variety of 

goods and services in large scale that too at a lower cost. This enables the people to 

avail better quality goods at lower prices, which results in the improvement of their 

standard of living. 

 

8. Promotes Country’s Export Trade 

Entrepreneurs help in promoting a country’s export-trade, which is an important 

ingredient of economic development. They produce goods and services in large scale 

for the purpose earning huge amount of foreign exchange from export in order to 

combat the import dues requirement. Hence import substitution and export promotion 

ensure economic independence and development. 

 

9. Induces Backward and Forward Linkages 

Entrepreneurs like to work in an environment of change and try to maximize profits by 

innovation. When an enterprise is established in accordance with the changing 

technology, it induces backward and forward linkages, which stimulate the process of 

economic development in the country. 

 

10. Facilitates Overall Development 

Entrepreneurs act as catalytic agent for change, which results in chain reaction. Once 

an enterprise is established, the process of industrialization is set in motion. This unit 

will generate demand for various types of units required by it and there will be so many 

other units which require the output of this unit. This leads to overall development of 

an area due to increase in demand and setting up of more and more units. In this way, 

the entrepreneurs multiply their entrepreneurial activities, thus creating an environment 

of enthusiasm and conveying an impetus for overall development of the area. 



 

Difference between an Entrepreneur and a Manager 

 

Basis of Difference Entrepreneur Manager 

1. Motive The main motive of an 

entrepreneur is to start a venture 

by setting up an enterprise. 

But, the main motive of    a manager is to 

render his services in an enterprise already 

set up by someone else i.e., entrepreneur. 

2. Status An entrepreneur is the owner of 

the enterprise. 

A manager is the servant in the enterprise 

owned by the entrepreneur. 

3. Risk Bearing An entrepreneur being the owner 

of the enterprise assumes all risks 

and uncertainty involved in 

running the enterprise. 

A manager as a servant does not bear any 

risk involved in the enterprise. 

4. Rewards The reward an entrepreneur gets 

for bearing risks involved in the 

enterprise is pro t which is highly 

uncertain. 

A manager gets salary as reward for the 

services rendered by him in the enterprise. 

Salary of a manager is certain and fixed. 

5. Innovation Entrepreneur himself thinks over 

what and how to produce goods to 

meet the changing demands of the 

customers. Hence, he acts as an 

innovator also called a ‘change 

agent’ 

A manager simply executes the plans 

prepared by the entrepreneur. Thus, a 

manager simply translates the 

entrepreneur’s ideas into practice 

6. Qualifications An entrepreneur needs to possess 

qualities and qualifications like 

high achievement motive, 

originality in thinking, foresight, 

risk -bearing ability and so on. 

On the contrary, a manager needs to 

possess distinct qualifications in terms of 

sound knowledge in management theory 

and practice. 

7. Focus An entrepreneur is someone who 

is concerned primarily with the 

necessary components to start 

up a business 

A manager is typically concerned with 

sustainability, and has to focus on what 

can be done within the framework of what 

he has been given to work with in an 

existing enterprise. 

8. Growth An entrepreneur begins with the 

idea of the business from its 

inception and its potential for 

growth in the long run. An 

analysis of the market and 

available resources in relation to 

the original idea plays a primary 

role in his business decisions. 

A business manager is focused on 

engendering growth based on available 

resources. A manager must get employees 

to perform at optimal levels, and must 

make use of non- human resources to 

create additional growth beyond basic 

sustainability 

9.Objective Entrepreneur’s objective is to 

innovate and create and he acts as 

a change agent. 

Manager’s objective is to supervise and 

create routines. He implements the 

Entrepreneur’s plans and ideas. 

 

Difference between Entrepreneur and Intrapreneur  

 

Entrepreneur Intrapreneur 

An entrepreneur is independent in his 

operations 

An intraprenuer is dependent on the 

entrepreneur i.e. the owner. 

An entrepreneur himself raises funds 

required for the enterprise. 

The Intrapreneur does not raise funds. 



Entrepreneur bears the risk involved in the 

business. 

An intrapreneur does not fully bear the risk 

involved in the enterprise. 
An entrepreneur operates from outside. On the contrary,an intrapreneur operates 

from within the organization itself. 
An entrepreneur begins his business with a 

newly set up enterprise. 

An intrapreneur sets up his enterprise after 

working someone else’s organization. 
As an entrepreneur establishes new 

business, so he does not possess any 

experience over the business. 

 

An intrapreneur establishes his business 

after gathering experiences through 

working in the other organization. 

Entrepreneurs may find it difficult to get 

resources 

Intrapreneurs have their resources readily 

available to them. 

Entrepreneurs are found anywhere their 

vision takes them. 

Intrapraneurs work within the con nes of an 

organization. 

Entrepreneurs know the business on a 

macro scale. 

Intrapreneurs are highly skilled and 

specialized. 
 

 Entrepreneur Vs. Entrepreneurship 

 

Entrepreneur Entrepreneurship 

Entrepreneur is a person Entrepreneurship is a process 

Entrepreneur is an organizer Entrepreneurship is an organization 

Entrepreneur is an innovator Entrepreneurship is an innovation 

Entrepreneur is a risk bearer Entrepreneurship is risk bearing 

Entrepreneur is a motivator Entrepreneurship is motivation 

Entrepreneur is a creator Entrepreneurship is a creation 

Entrepreneur is a visualizer Entrepreneurship is a vision 

Entrepreneur is a leader Entrepreneurship is leadership 

Entrepreneur is an imitator Entrepreneurship is an imitation 

 

Chapter -2 

Entrepreneurship Development Programme (EDP) 
 
EDP may be defined as “a programme designed to help an individual in strengthening 

his entrepreneurial motive and in acquiring skills and capabilities necessary for playing 

his entrepreneurial role effectively” 

 

Stages of Entrepreneurial development programme 

 

EDP consists of three stages 

(1) Initial or Pre-training Stage 

(2) Training or Development stage 

(3) Post-training or Follow-up stage 

 

1. Initial or pre-training stage 

This stage includes the activities and the preparation required to launch the training 

programme. Thus, it involves the identification and selection of potential entrepreneurs 

and providing initial motivation to them. The main activities are 

 

 



 Creation of Infrastructure for training. 

 Preparation of training syllabus. 

 Tie up of guest faculties 

 Arrangement for inauguration of the programme 

 Designing tools and techniques for selecting the trainees 

 Formation of selection committee 

 Publicity campaign for the programme 

 Development of Application form 

 

2. Training or development stage 

In this stage the training programme is implemented to develop motivation and skills 

among the participants. The training of potential entrepreneurs covers special inputs 

such as, behavioural inputs (achievement motivation) and business opportunity 

guidance, information and technical inputs and managerial inputs. The trainers have to 

judge how much, and how far the trainees have moved in their entrepreneurial pursuits. 

 

Most of the business inputs can be given through management/ professional 

consultants, practitioners, business and industrial executives, experts of state industrial 

agencies, bankers, technical consultancy institutions and small-scale entrepreneurs. In-

house care teams can also be formed from the group of trainers or experts where 

resource persons from industry and trade are not locally available. 

 

Field trips to selected industrial units can also be arranged to expose trainees to actual 

operating conditions. 

 

3. Post-training or follow-up stage 

This stage involves assessment to judge how far the objectives of the programme have 

been achieved. Each group of entrepreneurs in an entrepreneurship programme can be 

looked after by the entrepreneur trainer - motivator. This involves 

 

 Follow-up on loan application for finance, 

 Facilitating infrastructure such as land, factory shed, power, road, etc and finally, 

 Trouble shooting. 

 

Components of EDP:  Any EDP, even to achieve a modicum of success should 

encompass and integrate the following components  

1. Selection of potential entrepreneurs 

2. Training 

3. Support systems 

4. Production process, and 

5. Monitoring and follow-up 

 

1. Selection of Potential Entrepreneurs

For an EDP the first and foremost step is the selection of candidates. While selecting 

candidates due recognition is given to their family background, suitability to the trade 

chosen and entrepreneurial skills they possess. 

 

Selecting and motivating an unsuitable man to go into an independent business is a 

disservice to him as failure in business means loss of prestige, social standing and a 

set-back for life. Therefore, every care should be taken to identify the right person for 

the right job. 

 

Selection of potential entrepreneurs has two essential components: 

 Identification of entrepreneurial traits in the potential entrepreneurs 



 Identification of a suitable and viable enterprise  

 

2. Training: Once the selection of potential entrepreneur is over, they have to be 

equipped with required skills, e.g. managerial, human, relations and technical skills to 

start the enterprise. In an Entrepreneurial Development Programme, there are varieties 

of candidates with a different backgrounds and qualities; to be trained. The various 

training, inputs that are required to facilitate and speed up the process of becoming 

entrepreneurs are the following: 

 

 Technical knowledge and skills, 

 Human resource development 

 Support systems and procedures 

 Market survey 

 Managerial skills 

 Project preparation 

 

3. Support systems: After equipping himself with the requisite skills the young 

entrepreneur is now ready to set up his enterprise. He has to

obtain the help and support from many agencies. These are the support system which is 

an important part of EDP. To accelerate growth of entrepreneurship, it is necessary to 

develop various support systems. The co-ordinating agencies need to ensure that these 

institutions such as credit, input, marketing, services and information systems are 

involved in the EDP right from the selection, all throughout. 

 

4. Production:  After the unit is set up, production starts. Here the management and 

technological skills acquired in the training come into play. Once the production starts 

the entrepreneur has to initiate supply of products. For that he has to choose a suitable 

marketing channel. Thus, production and marketing are the most crucial for the success 

of an enterprise. 

 

5. Monitoring and follow-up: Continuous monitoring is an essential ingredient of 

EDP. Through proper monitoring the problems will be identified and solved. Providing 

guidance from time to time is an integral part of monitoring. This would keep the check 

on EDP. 



16 | P a g e  
 

Functions of an entrepreneur  

The functions of an entrepreneur is classified in to   

1. Entrepreneurial Functions 

2. Managerial Functions 

3. Promotional Functions 

4. Commercial Functions 

 

I. Entrepreneurial Functions: 

The major entrepreneurial functions include risk bearing and innovation.  

 

A) Risk bearing: A new business always involves risk because one invests money to get 

profits shortly. As a small business owner, you may have to compete with big companies, 

shortage of raw material, change in customer preferences, sudden unexpected drawbacks and 

so on. But interestingly, successful entrepreneurs don’t believe in taking a risk, because for 

them it’s never been a risk. For them, this is just a calculated and well-planned challenge that 

they can achieve. 

B) Innovation: Innovation and entrepreneurship walk hand in hand in building a successful 

commercial venture. Entrepreneurs are highly responsible for innovation in existing markets 

and the invention of entirely new products, services, and even new markets.  The purpose of 

innovation is to constantly grow an organization through new products, more productive 

techniques, efficient processes, and flexible business models. Most importantly, innovation 

helps to create a monopoly in the market by providing a competitive advantage.  

II. Managerial Functions: 

In simple words, management is getting things working with and through others. The 

management functions performed by entrepreneur are classified into the following five types: 

A. Planning: Planning is the basic managerial function of an entrepreneur. It helps in 

determining the course of action for achieving various entrepreneurial objectives like what to 

do when to do, how to do and who will do a particular task. 

B. Organising: The organizing function of an entrepreneur refers to bringing together the 

men, material, machine, money, etc. to execute the plans. The entrepreneur assembles and 

organizes the above mentioned different organs of an enterprise in such a way that these 

combined start functioning as one, i.e., enterprise. Thus, organizing function of an 

entrepreneur ultimately provides a mechanism for purposive, integrated and co-operative 

action by many people in a joint and organized effort to implement a business plan. 

C. Staffing: Staffing involves human resource planning and human resource management. 

Thus, staffing function of an entrepreneur includes preparing inventory of personnel 

available, requirement of personnel, sources of manpower recruitment, their selection, 

remuneration, training and development and periodic appraisal of personnel working in the 

enterprise. 

D. Directing: The functions like planning, organizing, and staffing are merely preparations 

for setting up a business enterprise. The directing function of entrepreneur actually starts the 

setting up of enterprise. Under the directing function, the entrepreneur guides, counsels, 

teaches, stimulates and activates his/ her employees to work efficiently to accomplish the set 

objectives. 

https://startupknock.com/what-is-entrepreneurship-and-entrepreneur-definition-and-meaning/
https://www.investopedia.com/terms/c/competitive_advantage.asp
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E. Controlling: Controlling is the last management function performed by the entrepreneur. 

In simple words, controlling means to see whether the activities have been performed in 

conformity with the plans or not. Thus, controlling is comparison of actual performance with 

the target or standard performance and identification of variation between the two, if any, and 

taking corrective measures so that the target is accomplished. 

III. Promotional Functions: 

4. Identification and Selection of Business Idea: Every intending entrepreneur wants to 

start the most profitable and rewarding project. The selection of the most suitable business 

project involves a process. The intending entrepreneur, based on his /her knowledge, 

experience, and information gathered from friends and relatives, generates some possible 

business ideas which can be examined and pursued as a business enterprise. 

This process is also described as ‘opportunity scanning and identification’. Then, the 

generated ideas are analysed in terms of costs and benefits associated with them. Having 

made cost-benefit analysis of all the ideas, the most beneficial idea is finally selected to be 

pursued as business enterprise. 

5. Preparation of Business Plan or Project Report: The entrepreneur prepares a statement 

called ‘business plan’ or ‘project report’ of what he / she proposes to take up. In other words, 

business plan is a well evolved course of action devised by entrepreneur to achieve the 

specified objectives within a specified period of time. 

6. Financial Planning: The financial planning function of an entrepreneur is critical to the 

success of any company. It provides the Business Plan with control, by confirming that the 

goals set are attainable. However, financial planning is the job of determining how a business 

will afford to accomplish its strategic goals and objectives. A financial plan describes each of 

the activities, resources, equipment, and materials that are needed to achieve objectives. 

 

IV. Commercial function  

1. Production / Manufacturing: Once the enterprise is finally established, it starts 

producing goods or offering services, whichever is the case. Production function includes 

decisions relating to the selection of factory site, design and layout, types of products to be 

produced, research and development, and design of the product. The ancillary activities 

include production planning and control, maintenance and repair, purchasing, store-keeping, 

and material handling. The effective performance of production function, to a large extent, 

depends on the proper production planning and control. 

2. Marketing: All production is basically meant for marketing. Marketing is the 

performance of those business activities that direct the flow of goods and services from 

producer to consumer or user. Thus, marketing essentially begins and ends with the 

customers. It is important to note that marketing is not just selling. In fact, marketing includes 

much more than selling. Selling is the last function in marketing activities. 

The examples of marketing activities are market or consumer research, product planning and 

development, standardization, packaging, pricing, storage, promotional activities, distribution 

channel, etc. The success of marketing function is linked with an appropriate ‘marketing 

mix’. Traditionally, marketing mix referred to 4 Ps, namely, product, price, promotion, and 

physical distribution. Of late, 3 more Ps namely, packaging, people, and process are also 

added to ‘marketing mix’. 

3. Accounting: The main objective of any business enterprise is to earn profits and create 

wealth. Whether the business is fulfilling its objective or not is ascertained through 

accounting. What is accounting? According to the American Institute of Certified Public 

Accountants, “Accounting is the art of recording, classifying and summarizing in a 
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significant manner and, in terms of money, transactions and events which are, in part at least, 

of a financial character and interpreting the results thereof.” 

Thus, accounting involves a process consisting of the following four stages: 

1. Recording the Transactions 

2. Classifying the Transactions 

3. Summarising the Transactions 

4. Preparing the Final Accounts 

5. Analysing and Interpreting the Results. 

The Profit & Loss Account is prepared for ascertaining whether the business earned profit or 

incurred loss during a particular period of time also called ‘accounting year’. The Balance 

Sheet is prepared to know the financial position of business during the accounting period. 

Hence, the Balance Sheet is also called ‘Position Statement.’ 

Factors Responsible Entrepreneurship 

Entrepreneurship is a complex phenomenon influenced by the interplay of a wide variety of 

factors. The entrepreneurial activity at any time is dependent upon a complex and varying 

combination of economic, social, political, psychological and other factors. These factors may 

have been both positive and negative influences on the emergence of entrepreneurship. 

Positive influences constitute facilitative and conductive conclusive for the emergence of 

entrepreneurship whereas negative influences create inhibiting milieu to the emergence of 

entrepreneurship. Following factors contribute to the success of entrepreneurship: 

 

 

 
Fig-2 Factors responsible for entrepreneurship development 

 

1. Personality Factors: Personality traits such as inner desire for control of their activities, 

tolerance for risk, high level of tolerance to function in adverse situations and background 

experiences such as the family environment, level of education, age and work history 

tolerance for ambiguity are important personal characteristics that a effect entrepreneurship. 

Individuals who are desirous of working independently; willing to work for long hours and 

assume risk; are self- con dent and hard-working are likely to be more successful as 

entrepreneurs than those who do not posses these qualities 

 

Personal factors, becoming core competencies of entrepreneurs, include: 
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 Initiative (does things before being asked for) 

 Proactive (identification and utilization of opportunities) 

 Perseverance (working against all odds to overcome obstacles and never complacent with 

success) 

 Problem-solver (conceives new ideas and achieves innovative solutions) 

 Persuasion (to customers and   financiers for patronization of his business and develops & 

maintains relationships) 

 Self-confidence (takes and sticks to his decisions) 

 Self-critical (learning from his mistakes and experiences of others) 

 A Planner (collects information, prepares a plan, and monitors performance) 

 Risk-taker (the basic quality). 

 

2. Environmental factors: These factors relate to the conditions in which an entrepreneur 

has to work. If the environment that a individual is working in is unsatisfactory, that is, not 

conducive to his growth needs, it is likely that the individual will quit his job and start his 

own business as an entrepreneur. Unsatisfied personal needs for growth and achievement in 

employment conditions results in successful entrepreneurship. 

 

3. Political: Some researchers felt that the growth of entrepreneurship cannot be explained 

fully unless the political set-up of a country is taken into consideration. Political stability in a 

country is absolutely essential for smooth economic activity. Frequent political protests, 

strikes, etc. hinder economic activity and entrepreneurship. Unfair trade practices, irrational 

monetary and fiscal policies, etc. are a roadblock to the growth of entrepreneurship 

 

4. Socio-Economic Factors: The entrepreneurial activity at any time and place is governed 

by varying combination of socio-economic factors. The empirical studies have identified the 

following socioeconomic factors: 

 Cast/Religion 

 Family Background 

 Level of Education 

 Level of Perception 

 Legitimacy of entrepreneurship 

 Migratory character 

 Social mobility 

 Ambition/Motivation 
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Chapter – 4  

SWOT Analysis 

 

Introduction and meaning 

 

The process of liberalization and economic reforms, while creating tremendous 

opportunities for growth of many industries have also thrown up new challenges to the 

industries. Building competitive strengths, technology up gradation and quality improvement 

are the vital issues that need to be looked into, to build capabilities, to withstand emerging 

pressures and ensure sustained growth. 

 

The 21
st
 century, would ensure a bright future for industries only if a conscious and 

sincere effort is initiated for overcoming hardships faced. The entrepreneurs have to lay more 

emphasis on the quality of their production. The gospel truth is, ‘Better quality and Better 

productivity’. Therefore, entrepreneurs have to devote sufficient attention on Research and 

Development. Innovation is the real step towards continued progress. 

 

To innovate, an entrepreneur has to make a diagnosis of the current situation. The 

diagnosis of the current situation is done by conducting an Internal Analysis and External 

Analysis. 

 

Analysis of External and Internal Environment together is called SWOT Analysis. 

SWOT Analysis refers to identifying the strengths, weaknesses, opportunities and threats of 

an organization. 

 

SWOT Analysis is a tool, often used by organizations in planning its future. This tool 

can be explained in a simplified manner as follows: 

 

S – Strengths                    of the organization 

W -Weaknesses 

 

O - Opportunities 

T – Threats                       of the environment 

 

The Internal Analysis of the organization will cover the organizational position with 

respect to different functional areas like production, finance, marketing, research & 

distribution and so on. More specifically, this may look into a company’s sales volume, 

market share, profitability and so on. This will reveal its strength and weakness. 

 

The External Analysis will do the necessary scanning of the business environment to 

identify any threat and opportunities posed on the company, its products or services. More 

specifically, this will include the industry performance, competitive activity and a review of 

the growth and decline of the user industries. 

 

Strengths and weakness 

 

Every business needs to evaluate its strengths and weaknesses periodically. The 

management or an outside consultant reviews the business’s marketing, financial, 

manufacturing and organizational competencies. In examining its strengths and weaknesses 
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clearly, the business does not have to correct all of its weaknesses nor gloat about all of its 

strengths. They have to slowly overcome their weakness and convert it into its strength. 

Some of the strengths of an organization are: 

 Availability of necessary infrastructure 

 Adequate production capacity 

 Skilled manpower 

 Good manufacturing practices, quality assurance and quality control 

 Low cost of manufacture 

 Facilities for product and process development 

 Good location 

 Wide distribution network 

 Motivated staff 

 Liquidity position 

 Brand image 

 Consistency in earning profits 

 Good corporate image 

 Efficient management 

 Philosophy and human resource development 

If an organization lacks any of these, it will obviously result into its weakness. 

 

Let us now look at some of the weaknesses of an organization 

 

 Rising cost of operations 

 Growing union pressures 

 Low level of motivation of staff 

 Non-availability of raw material 

 Scarcity of capital 

 Weak credit worthiness 

 Problem of under utilization of capacity 

 Outdated technology 

 Poor project planning 

 Inadequate infrastructure 

 Shortage of trained technicians 

 Insufficient managerial expertise 

 Unorganized nature of operations 

 Lack of effective co-ordination 

 Inadequate training in skills 

 Feeble structure/poor organization 

 Problems of delegation of authority 

 

Opportunities and threats 

An entrepreneur has to know the parts of the environment to monitor, if the business 

is to achieve its goals. A business has to monitor key macro environmental forces like 

demographic, economic, technological, political, legal, social and cultural factors, and, also 

significant micro environmental forces like customers, competitors, distribution channels, 

suppliers, etc. that will affect its ability to earn profits. The business unit should set up a 

marketing intelligence system to track trends and important developments. For each trends or 

development, management needs to identify the implied opportunities and threats. 
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An opportunity is an area of need in which a company can perform profitably. 

 

Some of the opportunities of an organization are: 

 Growing population 

 Increase in disposable income 

 Good monsoon 

 Easy availability of money 

 Availability of appropriate technology 

 Favourable government policies 

 Availability of different task environment like market information, distribution outlets and 

media. 

 Presence of favourable cultural environment. 

 

Some developments in the external environment represent threats. An environmental 

threat is a challenge posed by an unfavourable trend or development that would lead, in the 

absence of defensive marketing action, to sales or profit deterioration. Some of the threats of 

an organization are: 

 Shortage of power, water, fuel 

 Rejection by the market 

 Recession 

 Tough competition 

 Political instability 

 Fiscal policy resulting into increased taxes, duties, imports reservations, licensing 

 Technological obsolescence 

 Tight money market 

 High cost of raising finance and cost of finance 

 Resource crunch 

 Difficulty in retaining technical experts 

 Climatic changes 

 Changing customer tastes and preferences 

 Prolonged economic depressions 

On completion of a SWOT Analysis, an organization can know ‘where it stands’. 

Therefore, it can proceed to develop specific objectives and goals for the future. 

 

Advantages of SWOT analysis 

 

The advantages for conducting a SWOT Analysis for innovating are 

 An entrepreneur can know in which field, there is demand, and, can venture into the 

respective field, keeping their strengths in mind. 

 It helps in the development of new technology. 

 An entrepreneur can make an analysis as to develop a completely new product, or to just 

change the existing product. 

 There can be improvements brought about in the process of production. 

 On the basis of information collected through SWOT analysis, the goals which the firm 

wants to achieve in future can be decided. 

 Short term mission and long term mission of the organizations can be farmed. 

 Alternatives can be selected and decided to exploit opportunities and to face threats in the 

environment. 
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 Priorities can be given to different goals and the courses of action to achieve the goals can 

be timed. 

 Plans can be formalized for effective communication & implementation of plans. 

 Major functions & sub-functions can be determined in achieving the objectives of the 

firm. 

 Expansion of the range of services and benefits. 

 The social, political, legal, economic, technological factors can be analysed. 

 An analysis of the competitor’s strategies can be made and their policies can be known. 

 

Case study 

 
To understand SWOT analysis better, let us look at a case study of SWOT Analysis 

conducted in a five star Hotel in Ahmadabad: 

 

The strengths of this five star Hotel are 

1) It has got more than 95 years of experience 

2) It has hotels in different places in India 

3) It has many heritage properties which adds to its charm and represents Indian culture 

4) It has a few low budgeted hotels, which caters to the needs of middle class tourists 

5) It has hotels not only in big cities but also in small cities which are of tourist importance 

The weaknesses are 

1) It has tough competition from rivals, and hence their concentration is diverted. 

2) It has very few low budget hotels, which are of need today. 

3) It has more than one hotel in one city, which is a waste of investment. 

Its opportunities are 

1) There is availability of government support in the form of land and financing of projects. 

2) There is an increase in the tourist inflow in India, India is expecting to receive 2.4 million 

tourists, i.e., there will be lot of business. 

Its threats are 

1) Its competitors are also located near the hotel. 

2) It has to face the threats of various resorts, which people are looking for now-a-days. 

3) It also has threats from smaller hotels, which tourists prefer, because of cheaper rates and 

almost the same kind of hospitality. 

 

Therefore, this hotel has to overcome its threats and weaknesses and concentrate more on its 

strengths and opportunities available. 
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Chapter – 5  

Government schemes and incentives for promotion of Entrepreneurship and 

government policy on small and medium Enterprises 

 

I. Government schemes and incentives for promotion of entrepreneurship: World over, 

micro and small enterprises (MSEs) are recognized as an important constituent of the 

national economies, contributing significantly to employment expansion and poverty 

alleviation. Recognizing the importance of micro and small enterprises, which constitute 

an important segment of Indian economy in terms of their contribution to country’s 

industrial production, exports, employment and creation of entrepreneurial base, the 

Central and State Governments have been implementing several schemes and programmes 

for promotion and development of these enterprises. 

 

1. Prime minister’s employment generation programme (PMEGP): Government of India 

has approved the introduction of a new credit linked subsidy programme called Prime 

Minister’s Employment Generation Programme (PMEGP) by merging the two schemes that 

were in operation till 31.03.2008 namely Prime Minister’s Rojgar Yojana (PMRY) and Rural 

Employment Generation Programme (REGP) for generation of employment opportunities 

through establishment of micro enterprises in rural as well as urban areas. PMEGP will be a 

central sector scheme to be administered by the Ministry of Micro, Small and Medium 

Enterprises (MoMSME). The Scheme will be implemented by Khadi and Village Industries 

Commission (KVIC), a statutory organization under the administrative control of the 

Ministry of MSME as the single nodal agency at the National level. At the State level, the 

Scheme will be implemented through State KVIC Directorates, State Khadi and Village 

Industries Boards (KVIBs) and District Industries Centres (DICs) and banks. The 

Government subsidy under the Scheme will be routed by KVIC through the identified Banks 

for eventual distribution to the beneficiaries / entrepreneurs in their Bank accounts. 

 

Objectives 

 

1. To generate employment opportunities in rural as well as urban areas of the country 

through setting up of new self-employment ventures/projects/micro enterprises. 

2. To bring together widely dispersed traditional artisans/ rural and urban unemployed youth 

and give them self-employment opportunities to the extent possible, at their place. 

3. To provide continuous and sustainable employment to a large segment of traditional and 

prospective artisans and rural and urban unemployed youth in the country, so as to help 

arrest migration of rural youth to urban areas. 

4. To increase the wage earning capacity of artisans and contribute to increase in the growth 

rate of rural and urban employment. 

 

Eligibility Conditions of Beneficiaries 

 

1. Any individual, above 18 years of age 

2. There will be no income ceiling for assistance for setting up projects under PMEGP. 

3. For setting up of project costing above Rs.10 lakh in the manufacturing sector and above 

Rs. 5 lakh in the business /service sector, the beneficiaries should possess at least VIII 

standard pass educational qualification. 

4. Assistance under the Scheme is available only for new projects sanctioned specifically 

under the PMEGP. 
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5. Self Help Groups (including those belonging to BPL provided that they have not availed 

benefits under any other Scheme) are also eligible for assistance under PMEGP. 

6. Institutions registered under Societies Registration Act,1860; 

7. Production Co-operative Societies, and 

8. Charitable Trusts. 

9. Existing Units (under PMRY, REGP or any other scheme of Government of India or State 

Government) and the units that have already availed Government Subsidy under any other 

scheme of Government of India or State Government are not eligible. 

 

2. Market development assistance scheme for micro/ small Manufacturing enterprises/ 

small & micro exporters 

The scheme offers funding for: 

1. Participation by manufacturing Small & Micro Enterprises in International Trade Fairs/ 

Exhibitions under MSME India stall. 

2. Sector specific market studies by Industry Associations/ Export Promotion Councils/ 

Federation of Indian Export Organisation. 

3. Initiating/ contesting anti-dumping cases by SSI Associations and 

4. Reimbursement of 75% of one time registration fee and 75% of annual fees paid to GSI by 

Small & Micro units for the first three years.  

Objectives: 

1. To encourage Small & Micro exporters in their efforts at tapping and developing overseas 

markets. 

2. To increase participation of representatives of small/ micro manufacturing Enterprises 

under MSME India stall at International Trade Fairs/ Exhibitions. 

3. To enhance export from the small/ micro manufacturing enterprises 

4. To popularize the adoption of Bar Coding on a large scale. 

 

3. Scheme for assistance to training institutions: The Scheme envisages financial 

assistance for establishment of new institutions (EDIs), strengthening the infrastructure of the 

existing EDIs and for supporting entrepreneurship and skill development activities. The main 

objectives of the scheme are development of indigenous entrepreneurship from all walks of 

life for developing new micro and small enterprises, enlarging the entrepreneurial base and 

encouraging self-employment in rural as well as urban areas, by providing training to first 

generation entrepreneurs and assisting them in setting up of enterprises. The assistance shall 

be provided to these training institutes in the form of capital grant for creation/strengthening 

of infrastructure. 

 

4. Rajiv Gandhi Udyami Mitra Yojana: A Scheme of “Promotion and Handholding of 

Micro and Small Enterprises”. Here are still wide spread variations in the success rate, in 

terms of actual setting up and successful running of enterprises, by the EDP/SDP/ESDP 

trained entrepreneurs. It has been observed that new entrepreneurs generally face difficulties 

in – availing full benefits under available schemes of the Governments / financial institutions, 

completing and complying with various formalities and legal requirements under various 

laws/regulations, in selection of appropriate technology, tie-up with buyers and sellers etc. In 

order to bridge the gap between the aspirations of the potential entrepreneurs and the ground 

realties, there is a need to support and nurture the potential first generation entrepreneurs by 

giving them handholding support during the initial stages of setting up and managing their 

enterprises. 
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Objective:  

The objective of Rajiv Gandhi Udyami Mitra Yojana (RGUMY) is to provide 

handholding support and assistance to the potential first generation entrepreneurs, who have 

already successfully completed EDP/SDP/ESDP or vocational training from ITIs, through the 

selected lead agencies i.e. 'Udyami Mitras', in the establishment and management of the 

new enterprise, in dealing with various procedural and legal hurdles and in completion of 

various formalities required for setting up and running of the enterprise. Under RGUMY, 

financial assistance would be provided to the selected lead agencies i.e. Udyami Mitras for 

rendering assistance and handholding support to the potential first generation entrepreneurs. 

Role and Responsibilities of Udyami Mitras 

The selected lead agencies i.e. Udyami Mitras would be expected to render following 

services: 

1. Networking, coordinating and follow up with various Government departments/ agencies/ 

organizations and regulatory agencies on the one hand and with support agencies like 

Banks/financial institutions, District Industries Centers (DICs), technology providers, 

infrastructure providers on the other hand, to help the first generation entrepreneurs in setting 

up their enterprise. 

 

2. Once the enterprise has been successfully set up, the Udyami Mitras would also monitor 

and follow up on the functioning of the enterprise for a further period of minimum 6 months 

and provide help in overcoming various managerial, financial and operational problems. 

 

7. Credit link capital subsidy scheme for technology up gradation: The Scheme was 

launched in October, 2000 and revised in 29.09.2005. The revised scheme aims at facilitating 

Technology Upgradation of Micro and Small Enterprises by providing 15% capital subsidy 

(12% prior to 2005) on institutional finance availed by them for induction of well established 

and improved technology in approved sub-sectors/products. The admissible capital subsidy 

under the revised scheme is calculated with reference to purchase price of Plant and 

Machinery. Maximum limit of eligible loan for calculation of subsidy under the revised 

scheme is also been raised Rs. 40 lakhs to Rs. 100 lakh in. 29-09.2005. The scheme has been 

continues 10th five year plan to 11th five year plan. Under the scheme approximately 7396 

units have availed subsidy of Rs. 315.21 crore up to August, 2009. 

8. Micro & Small enterprises-cluster development programme\ (MSE-CDP): Office of 

the Development Commissioner (MSME) launched Micro and Small Enterprises Cluster 

Development Programme (MSE-CDP) for holistic development for selected MSEs Clusters 

through value chain and supply chain management on cooperative basis. Designed on need 

assessment, the major component of the scheme are Technology Upgradation, Quality 

Upgradation and Certification, Credit Facilitation, Marketing Support, including exposure to 

the global markets and Collective Capacity Building of the cluster units with a view to 

enabling them to ultimately operate as collectives of their own. Establishment and operation 

of Common Facility Centres (CFCs), organized procurement and marketing continuous skill 

and technology upgradation are the deliverables of any intervention under MSE-CDP. 

Recently, support for infrastructural upgradation for resurgence of the clusters has also been 

included in the MSE-CDP. 

 

Objectives of MSE-CDP: 

• Key Strategy for enhancing productivity/Competitiveness of small enterprises. 

• To facilitate economies of scale 

• For integrated and focused development of MSEs. 
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• Interventions for large number of units with higher gains at lower cost. 

 

9. Credit guarantee fund scheme for micro and small enterprises: The Credit Guarantee 

Fund Scheme for Micro and Small Enterprises (CGMSE) was launched by the Government 

of India to make available collateral-free credit to the micro and small enterprise sector. Both 

the existing and the new enterprises are eligible to be covered under the scheme. The 

Ministry of Micro, Small and Medium Enterprises and Small Industries Development Bank 

of India (SIDBI), established a Trust named Credit Guarantee Fund Trust for Micro and 

Small Enterprises (CGTMSE) to implement the Credit Guarantee Fund Scheme for Micro 

and Small Enterprises. The scheme was formally launched on August 30, 2000 and is 

operational with effect from 1st January 2000. The corpus of CGTMSE is being contributed 

by the Government and SIDBI in the ratio of 4:1 respectively 

 

10. National award scheme: The Micro, Small &Medium Enterprises (MSMEs) in India 

have seen a vast development in the last five decades. The MSMEs have registered 

tremendous growth as also progress in terms of quality production, exports, innovation, 

product development and import substitution, very much beyond the expected objectives of 

setting up MSMEs by the planners of industrial production base in the country. 

Entrepreneurial efforts have made it possible to produce number of items, which hitherto 

were imported. In quite a few cases new variants so produced are having additional attributes 

than their original versions and are capable of solving a multitude of user problems. This all 

has become possible owing to the ambitions and visionary spirit of entrepreneurs of MSMEs. 

 

Objective 

The ministry of Micro, Small and Medium Enterprises with a view to recognizing the efforts 

and contribution of MSMEs gives National Award annually to selected entrepreneurs and 

enterprises under the scheme of National Award. 

 

11. Scheme to support 5 selected universities / colleges to run 1200 entrepreneurship 

clubs. 

The scheme is to support 5 universities to run Entrepreneurship Clubs (one each from 

Northern, Western, Eastern, Southern and North East region). Each university will have to 

run 240 clubs per year and each club may have a membership of 50 entrepreneurs. In a period 

of 5 years, 3 lakh entrepreneurs are to be benefited in all. 

Objectives: 

The scheme has been devised to encourage entrepreneurs to run self-employment ventures of 

Micro or Small Enterprises. Moreover, this will be a very important scheme bringing the 

entrepreneurs, universities and MSME-Development Institutes (MSME-DI) together. 

In addition, this will create a base to entrepreneurs for coming together to solve their common 

problems a shift from Lobbying Mode to Facilitation Mode, giving hard intervention in the 

form of technology and soft intervention like arranging workshops, seminars, guidelines to 

obtain ISO certification, ISI Marks, participation in Trade Fairs, implementation of Quality 

Management Tools. 

 

12. Schemes for women entrepreneurs: 

A. Mahila Udyami Yojana (MUY): IDBI has set up special fund under this scheme with 

corpus fund of Rs.5Crore to provide seed capital assistance to the women entrepreneurs 

intending to start projects in SSI sector. This scheme is implemented by SIDBI. 51% of 

equity should be managed by women. 
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• Seed capital is provided as soft loan- 15% of fixwd cost without insisting security. 

• Promoter should contribute atleast10% of fixed cost. 

• Repayment is for 10 years with moratorium period of 5 yrs. 

• Debt equity ratio should be 3:1 

 

B. SBI Stree Sakthi Package: Under this EDPS are exclusively designed and conducted for 

women entrepreneurs .Rs.25000/- is provided without collateral security. 

C. Priya darshini yojana: It is implemented by Bank of India. Financial assistance is 

provided to women entrepreneurs who take up small business, retail traders, transport (auto 

rickshaws), professional and self employed, and who take up allied agricultural activities. 

 

• Max. loan is upto 2 lakhs for term loan and 1 lakh for working capital. 

• Assets acquired with finance are hypothecated as security. 

• Repayment period is 3-5 years. 

• Margin money is 20% depending on type of activity. 

 

II. Government policies on entrepreneurship 
 

From the announcement of first Industrial Policy Resolution (IPR) step by step approach was 

followed & various policies were implemented during past 5 decades. 

 

1. IPR 1948 –Aimed at Post independent national reconstruction through industrialization. 

Envisaged the importance of cottage & small enterprises for employment creation and 

utilization of local resources and skills. The main thrust in small scale sector was cantered 

round Protection. 
2. IPR 1956 – Provided a clear emphatic policy and incentive support to small scale & 

cottage industries. It aimed at Protection plus Development of small industrial sector. 

3. IPR 1977 – Establishment of DICs focusing on regional growth of industries & utilization 

of local resources and skill. IDBI & KVIB are established & small scale sector was given 

priority. This policy focused on promotion. Thus Protection, Development plus promotion 

became its focus. 
4. IPR 1980- Thrust areas were Industrial infrastructure, higher productivity promotion of 

agro based industries, consumer protection & quality control. For generation of wage 

employment & development of entrepreneurial spirit among people small scale sector 

was again treated most important. 
5. IPR1990- Policy of economic liberalization & Introduce simple procedures, formalities, 

rules & regulations. More emphasis to women & youth was given under entrepreneurship. 

SIDBI was established to assist entrepreneurs in the small scale sector. 
6. IPR1991- The basic truest of this policy revaluation of this policy was to simplify 

regulations and procedures by delicensing, deregulating and decontrolling. In this policy were 

exempted licensing of SSIs and initiate market promotion of products was emphasized 

through cooperatives, public institutions and other marketing agencies and 

corporations.  
 

7. IPR-2000- This policy actually a comprehensive policy package for SSIs and Tiny 

sectors.  Main focus of this policy was exemption of excise duty limit up to Rs 1 core to 

improve the competitiveness among the SSIs. 
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8. IPR – 2001-02: Market development assistance scheme was launched exclusively for SSIs 

Four UNIDO Assisted projects were commissioned during this policy under the cluster 

development programme.   

 

9. IPR-2003 -04: seventy three manufacturing items reserved exclusive for SSIs. With this 

the promotional package for small enterprises was initiated in this policy. RBI raised the 

composite loan limit for SSIs.  

 

10. IPR- 2005-06:   In this policy small and medium enterprises were recognised in the 

service sector. The policy emphasis on cluster development model not only to promote 

manufacturing but also to renew industrial towns and build new industrial townships. The 

model was being implemented in nine sectors including Khadi and Village Industries, 

Handlooms, Handcrafts, Textiles, Agricultural products and medicinal plants.   

 

III. Institutional support to Entrepreneurship development  

The institutional providing assistance to small scale industries are broadly classified into 

three categories. 

 National Level Institutions 

 State level Institutions 

 Fund-Based Institutions 

1. National Level institutions:  

A) Small Scale Industries Board (SSIB) -1954: It Provides a forum to its members for 

interaction to facilitate co-operation and inter-institutional linkages and to render advice to 

the government on various policy matters for development of SSIs.  

B) Small Industry Development Organisation (SIDO) -1954 : This Institution assisting the 

ministry in formulating, coordinating, implementing and monitoring policies and 

programmes for the promotion and development of SSIs.  

C) National Small Industries Corporation (NSIC) Limited -1955: This institution was set 

up with a view to promoting, aiding and fostering the growth of SSIs on commercial aspects. 

This assists SSIs through the following schemes:  

1. Composite term loan scheme 

2. Hire  purchase scheme 

3. Equipment leasing 

4. Working capital finance 

5. Raw material assistance 

6. Marketing support programme 

7. Integrated marketing supported 

8. Technology upgradation    

D)  The Khadi and Village Industry Commission (KVIC) -1957: The KVIC is supposed to 

do the planning, promotion organisation, and implementation of programmes for the 

development of kahadi and other village industries in the rural areas in coordination with 

other agencies engaged in rural development wherever necessary.  

National Level Training Institutions: 

 National Institute of Small Industry Extension Training (NISIET) at Hyderabad 

 National institute for Entrepreneurship and small business development (NIESBUD) at  

New Delhi 
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 Indian Institute of Entrepreneurship (IIE) at Guwahati 

2. State level institutions  

A) State Small Industrial Development Corporation (SSIDCs)-1956: It was set up to 

promote industrial development in their respective states. It provides the term finance to 

all small, medium and large industrial enterprises. It promotes collaborations with private 

entrepreneurs to set up industrial ventures. IDBI bank was implemented under this scheme 

to promote the seed capital at the state level.   

B) State Directorate of industries (SDIs): Primary responsibility of this institution is to 

implementation of policies and programmes at sate level.   

The main function of SDIs:  

 Registration of small scale units 

 Providing financial assistance 

 Distributing scare and indigenous raw materials to industrial units 

 Granting essential certificates for import of raw material etc. 

C)  District Industries centres (DICs) – 1978: It was launched mainly to promote cottage 

and small scale industries widely dispersed in village and small towns. It provides all the 

services required for small and village enterprises under one roof.  

3. Fund based institutions:  

A) Small Industries Development Bank of India (SIDBI) - 1990: The SIDBI operates 

different programmes and schemes though five regional and 33 branch offices by 

financing small scale sector in channelized through two routs – direct and indirect.  

B) Commercial banks: The SSIs is basically requiring two types of finance long term loans 

and working capital. All the commercial banks with their extensive network of branches 

operating nationwide primary channels for working capital.  

C) State financial corporations (SFCs) – 1948: it provide financial assistance only large 

sized industries. It provides long-term finance to industrial enterprises having sole 

proprietary, partnership, company and co-operative society from of business organisations.     
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Chapter -6 

 

I. Agri – entrepreneurship concept, need and scope 

Amidst the changing paradigms and demanding global structure, India, In order to remain a 

front-runner needs to primarily focus on the agriculture sector, the backbone of the economy. 

This specialization will develop agri-preneurs with distinct traits and skills to exploit 

opportunities galore in the field of agriculture. Among the various strategies to promote 

planned growth in this sector, focus on promoting viable enterprises will certainly help 

exploit its operational efficiency to the hilt. Agriculture is the mainstay of the Indian 

economy because of its high share in employment and livelihood creation. It supports more 

than half a billion people providing employment to 52 per cent of the workforce. Its 

contribution to the nation's GDP is about 18.5 per cent in 2006-07. It is also an important 

source of raw material and demand for many industrial products, particularly fertilizers, 

pesticides, agricultural implements and a variety of consumer goods. 

Agripreneurship: It is defined as generally sustainable, community oriented, directly 

marketed agriculture. Sustainable agriculture denotes a holistic, systems oriented approach to 

farming that focuses on the interrelationships of social, economic and environmental process. 

Need for Agripreneurship: 

• Increasing demand of organic and quality food both in India and abroad 

• Competitive advantages for many primary production activities in agriculture. Ex: Rainfed 

farming, livestock and wild craft production is through low cost production technologies 

only. 

• Private sector is willing to enter in to agribusiness at all levels of operation. 

•To reduce mall nutrition as majority of women and children in the country are mall 

nourished. 

Scope for entrepreneurship development in Agriculture: 

• Technologies those reduce the cost of production and increase the benefit of the farmers 

will open new opportunities for Agri-entrepreneurship. 

• New technologies that are simple and time saving and keep away farmers from drudgery of 

labour will also provide opportunity for entrepreneurship in agriculture. 

• Technologies that provide social and psychological benefits to farmers will also provide 

opportunity for entrepreneurship in agriculture. 

 

On farm Activities: 

Depending upon the geographical situation and resources availability, the possible areas of 

entrepreneurship in agriculture are: 

(1) Agro produce processing units: These units do not manufacture any new product. They 

merely process the agriculture produce. e.g., Rice mills, Dal mills, Decorticating mills etc. 

(2) Agro produce manufacturing units: These units produce entirely new products based 

on the agricultural produce as the main raw material. e.g., Sugar factories, Bakery, 

Strawboard units etc. 

(3) Agro-inputs manufacturing units: These units produce goods either for mechanization 

of agriculture or for increasing productivity. E.g., Fertilizer manufacturing plants, insecticides 

production units, food processing units, agricultural implements etc. 

(4) Agro-service centers: These include the workshops and service centers for repairing and 

serving the agricultural implements used in agriculture. 

Off-Farm Vocations: 

Entrepreneurship development is also profitable in different off-farm activities like cloth 

stitching, knitting, embroidery, cloth printing (tie and dye), carpet making, dari making, 

envelope and plastic bag making, agarbatti making, candle making, rope making, basket 
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making, bamboo-work, distilled water making, oil extraction, chalk making, biogas 

mechanic, electric wiring, mason, carpentry, black smithy, solar mechanic, electrician, auto 

mechanic, welding, pottery, and other rural crafts. 

 

The possible areas of entrepreneurship in allied activities of agriculture 

This includes the activities like, Dairying, Sericulture, Goat rearing, Rabbit rearing, 

Floriculture, Fisheries, Shrimp farming, Poultry farming, Sheep rearing, Vegetable 

cultivation, Nursery farming, Grafting/budding, Farm forestry, etc... 

 

II. Agriclinic and Agribusiness centre 

In order to assess demand for and acceptability of private extension through agriculture 

graduates, from farmers (as clients) and agriculture graduates (as service providers), 

Government organized surveys with the help of ICAR, NCAP and NAARM in 2000 and the 

outcome received support of all the members of the Consultative Committee. At the backdrop 

of an extension gap and availability of a vast reservoir of untapped resource of unemployed 

agriculture graduates, a need was felt by the Government of India to design a programme 

which can take care of both, gave birth to the centrally sponsored scheme of “Agri-clinics and 

agribusiness centers”, 

• The committee, under chairmanship of Prof. M.S. Swaminathan suggested creation of 

agriclinics and agribusiness centers managed by agri-graduates. 

• During February 2001 NABARD has formulated a model scheme in consultation with 

MOA and selected banks for financing agriclinics and agribusiness centres and being 

implemented with the help of SFAC 

• While MANAGE identified training institutes throughout the country for imparting training 

to agri-graduates. 

• The Parliamentary consultative committee of Ministry of Agriculture approved this scheme 

on August 22, 2001.   

• NABARD in consultation with the Ministry of Agriculture, and selected bank formulated a 

scheme for financing agriculture graduates under this scheme and announced the same on 

23 July 2001. 

• Government of India made a provision of Rs. 10.50 crores 

• In this regard MANAGE identified 67 training institutes all over India for imparting 

training. 

• With all expectation launched the ambitious “Agriclinic and Agribusiness centers scheme 

(AC & ABCs) on 9
th

 April, 2002 at Jaipur. 

Agri-clinic and agribusiness centers evolved with a view 

 To gainfully utilize services and skills of agricultural graduates for supporting agriculture 

and allied activities, 

 To complement government efforts, and 

 To bring up SPS standards of Indian agriculture 

 To create gainful employment for unemployed Agrigraduates 

The scheme has the following objectives. 

1. To supplement the efforts of government extension system. 

2. To make available supplementary sources of input supply and services to needy farmers. 

3. To provide gainful employment to agricultural graduates in new emerging area of 

agricultural sectors. 

Agri-Clinic (AC) 

• It is envisaged to provide expert services and advice to farmers on cropping practices 
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• Technology dissemination, crop protection from pest and diseases, market trends and prices 

of various crops in the markets and also clinical services for animal health etc., which would 

enhance productivity of crops and animals. 

Agribusiness centers 

• Envisaged to provide input supply farm equipments on hire and other services. 

• In order to enhance viability of ventures, agricultural graduates may also take up activities 

in agriculture and allied areas along with agriclinics and agribusiness centers.  

Some of the examples of successful Agri clinics:   
 

1. Small Farmers Agri -business Consortium(SFAC) 

The Kerala chapter of SFAC, venturing into the following agri enterprises. 

• Organic farming 

• Hydroponics 

• Herbal products 

• Food & beverage 

• Agri shade nets 

2. Farmers Market 

The Novel initiatives from some of the State Govt, Popularly known by Uzhavar santhai ( 

Tamil nadu), Rythu Bazaars( Andhra Pradesh), Apna mandi ( Punjab) This kind of 

organization explores immense scope for agribusiness entrepreneurship training especially to 

inculcate Business skills. It could be imparted through KVK. The knowledge on value 

addition (Small Packet of fresh vegetables, “Daily a green “concepts, ready to cook foods, 

ready to eat foods ,door delivery to apartments) sand witched with business leadership 

concept could be an added feature to attract youth towards agribusiness. 

 

III. Key issues in Agri. business development. 

1. Lack of skilled and managerial manpower 

2. Lack of infrastructural facilities  

3. Problem of marketing 

4. Lack of awareness about career in agri- preneurship 

5. Inefficient and lack of equipments and technologies 

6. High infrastructural and distribution costs 

7. Unresponsive government policies 

Suggestions to develop the Agri-Preneurship 

The following suggestions may help develop entrepreneurship in agri-business in more 

effective manner. 

1. Create awareness about agri-preneurship 

2. Development of required skilled manpower 

3. Development of infrastructure facilities 

4. Promotion and protection by the government  

5. Announcement of suppurate industrial policies  

6. Development of agri-business special export zones. 

7. Preparation of agri-business potential reports for regions across the country.  
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LECTURE-07 

Business Leadership Skills 

Leadership: A simple definition of leadership is that leadership is the art of motivating a 

group of people to act towards achieving a common goal 

Entrepreneur Leadership: Rarely can entrepreneurs make a company succeed by 

themselves. This is much like the fact that the greatest athlete doesn’t ensure that their team 

will win if the other players cannot perform. As such, entrepreneurs need to be able to 

identify staffing needs, expertly fill them, and lead the team to success. 

Many people quickly assume that being a good leader means you're a good manager and vice 

versa. The two concepts are actually quite distinct and understanding that distinction can help 

you understand what it means to be good at either or good at both. 

What are the Key Characteristics of Management? 

From a broad perspective, management is smaller scale and more focused on details than 

leadership. The leader sets the vision and the broad plan; the manager executes it and does 

what is needed to achieve that plan. Key characteristics of management are as followings: 

 A tactical focus on aspects of the organization's strategy 

 Executing on specific areas within their responsibilities 

 Formulating and enforcing the policies of a business to achieve its goals 

 Directing and monitoring their team to achieve their specific goals 

 Management and containment of risks in an organization 

 Short term focus with attention to the details 

What are the Key Characteristics of Leadership? 

 Strategic focus on the organization's needs 

 Establishing goals and the strategic direction 

 Establishing principles 

 Empowering and mentoring the team to lead them to their goals 

 Risk engagement and overall identification 

 Long term, high level focus 

Difference between leadership and management 

Leadership Management 

The leader sets the vision and the broad plan Manager executes to achieve that set plan 

of leader 

A tactical focus on aspects of the 

organization's strategy 

Strategic focus on the organization's needs 

Executing on specific areas within their 

responsibilities 

Establishing goals, principles and the 

strategic directions 

Formulating and enforcing the policies of a 

business to achieve its goals 

 

Empowering and mentoring the team to 

lead them to their goals 
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Entrepreneur Leadership Qualities 

 Seeking self-improvement 

 Possessing technical skills 

 Accepting responsibility for actions 

 Making decisions 

 Being a role model 

Features of Good Entrepreneur 

 Brain – to plan 

 Hands – to do the plan 

 Mouth – to communicate and convince 

 Eyes – to see to it 

 Ears – to spy 

 Nose – to smell danger 

 Skin – to protect 

 Heart – to love and create good relationship 

 Feet – to stand 

 Spirit – to live 

Principles of Entrepreneurial Leadership 

 Never blame 

 Don’t create adversarial situations 

 Understand the work. Be a constant learner 

 Don’t put square pegs in round holes 

 Lead by example 

 Brainstorm 

 Record all ideas 

 Ask, don’t tell 

 Be decisive 

 Consider profit-sharing 

 Be sympathetic 

 Be firm 

Entrepreneur Leadership skills 

 Muster a committed team 

 Communicate without limits 

 Make company’s mission statement clear 

 Unearth true, genuine leadership 

 Identify your hindrances 

 Build a flexible team and give them proper direction 

 Trust in your team 

 Acknowledge people’s talent and give proper credit 

 Motivate your employees 

 Be prepared for the unexpected 

Examples of Indian Entrepreneur 

 Brijmohan Lall Munjal (1923- ), founder of The Hero Group, which owns Hero 

Motors 

 Dhirubhai Ambani (1933–2002), founder of Reliance Industries 

 Ghanshyam Das Birla (1894–1983), prominent member of the Birla family 

 J. C. Mahindra, co-founder of the Mahindra Group 

 J.R.D. Tata, founder of Air India and Chairman of the Tata Group for 52 years. 

 K. C. Mahindra, co-founder of the Mahindra Group 

 Karsanbhai Patel (1945- ), founder of the Nirma Group 
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 Kasturbhai Lalbhai (1894–1980), textile baron, founder of Arvind Mills 

 Sabeer Bhatia (1968- ), co-founder of Hotmail 

 T. V. Sundaram Iyengar (1877–1955), founder of the TVS Group
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LECTURE-08 

Developing managerial and organizational skill 
Management if originated from FRENCH, word ‘menage’ means housekeeping. 

Management is an art of getting things done through others by directing their efforts towards 

achievement of pre-determined goals.  

 Management is an executing function.  

 Management decides who should & how should he do it.  

 Management is a doing function because managers get work done under their 

supervision. Skills required are Technical and Human skills. 

 Management is more of middle & lower level function. 

Management can be defined as:  

 Management as a Process  

 Management as an Activity 

 Management as a Discipline 

 Management as a Group 

 Management as a Science 

 Management as an Art 

 Management as a Profession 

Importance of Management 

1. It helps in Achieving Group Goals - It arranges the factors of production, assembles and 

organizes the resources, integrates the resources in effective manner to achieve goals. It 

directs group efforts towards achievement of pre-determined goals. By defining objective of 

organization clearly there would be no wastage of time, money and effort. Management 

converts disorganized resources of men, machines, money etc. into useful enterprise. These 

resources are coordinated, directed and controlled in such a manner that enterprise work 

towards attainment of goals. 

2. Optimum Utilization of Resources -Management utilizes all the physical & human 

resources productively. This leads to efficacy in management. Management provides 

maximum utilization of scarce resources by selecting its best possible alternate use in 

industry from out of various uses. It makes use of experts, professional and these services 

leads to use of their skills, knowledge, and proper utilization and avoids wastage. If 

employees and machines are producing its maximum there is no under employment of any 

resources. 

3. Reduces Costs - It gets maximum results through minimum input by proper planning and 

by using minimum input & getting maximum output. Management uses physical, human and 

financial resources in such a manner which results in best combination. This helps in cost 

reduction. 

4. Establishes Sound Organization - No overlapping of efforts (smooth and coordinated 

functions). To establish sound organizational structure is one of the objective of management 

which is in tune with objective of organization and for fulfilment of this, it establishes 

effective authority & responsibility relationship i.e. who is accountable to whom, who can 

give instructions to whom, who are superiors & who are subordinates. Management fills up 

various positions with right persons, having right skills, training and qualification. All jobs 

should be cleared to everyone. 

5. Establishes Equilibrium - It enables the organization to survive in changing 

environment. It keeps in touch with the changing environment. With the change is external 

environment, the initial co-ordination of organization must be changed. So it adapts 
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organization to changing demand of market / changing needs of societies. It is responsible for 

growth and survival of organization. 

6. Essentials for Prosperity of Society - Efficient management leads to better economical 

production which helps in turn to increase the welfare of people. Good management makes a 

difficult task easier by avoiding wastage of scarce resource. It improves standard of living. It 

increases the profit which is beneficial to business and society will get maximum output at 

minimum cost by creating employment opportunities which generate income in hands. 

Organization comes with new products and researches beneficial for society. 

Managerial Skills: A manager’s job is complex and multidimensional. It requires a range of 

skill to perform the duties and activities associated with it. Regardless of the level of 

management, managers must possess and seek to further develop many critical skills. A skill 

is an ability or proficiency in performing a particular task. Management skills are learned and 

developed. An effective manager must possess the following skills to perform his job well:  

1. Technical Skill: Technical skill is the ability to use the procedures, techniques, and 

knowledge of a specialized field. Engineers, accountants, doctors, and musicians all have 

technical skills in their respective fields. Technical skill also includes analytical ability and 

the competent use of tools and work equipments to solve problems in that specific discipline. 

Technical skills are especially important for first-line managers. These skills become less 

important than human and conceptual skills as managers move up the hierarchy.  

 2. Human or Psychological Skill: Human skill is the ability to work with people by getting 

along with them. It is the ability to motivate, lead and to communicate effectively with others. 

It is also known as ‘people’, ‘interpersonal’ or ‘behavioural’ skill. This skill is important as 

the managers spend considerable time interacting with people both inside and outside the 

firm. Managers require such skill for the following specific reasons:  

 To get the best out of their people.  

 To communicate, motivate, lead and inspire enthusiasm and trust.  

 To get the job done.  

 To coordinate and resolve conflicts.  

 To allow subordinates to express themselves.  

 To take care of the human side of the organization.  

 To facet eh challenges of globalization, workforce diversity and competition.  

 To keep people busy.  

 To retain good workers in the firm.  

 To improve overall organizational performance.  

Human skills are equally important at all levels of management. A related aspect of human 

skill is political skill which is a distinct type of social skill that is important for managerial 

success.  
 

3. Conceptual Skill: Conceptual skills are most important at the top management levels. 

More specifically, conceptual skills refer to the ability:  

 To organize information and to judge relationships within a complex whole.  

 To think and to conceptualize about complex situations.  

 To see organization as a whole.  
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 To understand the relationships among various sub-units.  

 To visualize how organization fits into its broader environment.  

 To recognize significant elements in a situation and to understand the relationships among 

the elements.  

 To understand how a change in one unit will impact the other units.  

 To coordinate and integrated the entire organization’s interests and activities.  

 To think in the abstract.  
 

Conceptual skill is often called the ability to see the ‘big picture’. It means the ability to 

‘think strategically’- to take the broad, long-term view. The importance of conceptual skills 

increases as the manager is promoted higher in the organization.  
 

4. Diagnostic Skill: This is the skill that enables a manager to visualize the most appropriate 

response to a situation. A manager can diagnose and analyze a problem in the organization by 

studying its symptoms and then developing a solution. It is the ability to define the problem, 

recognize its possible causes, focus on the most direct problem, and then solve it.  
 

It is the ability to determine, by analysis and examination, the nature and circumstances of a 

particular condition. It is not only ability to specify why something occurred, but also the 

ability to develop certain speculations in ‘what if’ situation. It can be noted that managers 

generally use different combinations of skills at different levels of an organization. For 

example, top managers rely heavily on conceptual and diagnostic skills and first-line 

managers put more emphasis on technical and interpersonal skills. Many experts have 

suggested few more additional skills for managers to perform their roles successfully. They 

are as follows:  
 

5. Design Skill: According to Koontz and Weihrich, managers at upper organizational levels 

must have the skill of a good design engineer in working out a practical solution to problems. 

Design skill is the ability to solve problems in ways that benefit the enterprise. Managers 

must be able to do more than see a problem. If they become ‘problem watchers’, they will 

fail. They must be able to design a ‘workable solution; to the problem in the light of the 

realities they face.  
 

6. Analytical Skill: These skills involve using scientific approaches or techniques to solve 

management problems. In essence, analytical skills are the abilities to identify key factors and 

understand how they interrelate. These skills include the ability to diagnose and evaluate. 

These are needed to understand problems and to develop plans of action for their solution. It 

is ability to think about how multiple complex variables interact.  
 

7. Decision Making Skill: All managers must make decisions, and the quality of these 

decisions determines their degree of effectiveness. Duening and Ivancevich state that a 

manager’s decisions making skill in selecting a course of action is greatly influenced by his 

analytical skill. All managers must have decision making skills. Research indicates that half 

of managers’ decisions fail because managers employ ‘failure-prone tactics’.  
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8. Digital Skill: Managers must how to use digital technology to perform many aspects of 

their jobs. This skill increases a manager’s productivity. This skill involves a conceptual 

understanding of computers and telecommunications. Through computers, managers can 

perform in minute’s tasks in financial analysis, human resources planning and other areas that 

otherwise task hour to complete.  
  

9. Interpersonal Skill: Effective communication is vital for effective managerial 

performance. This skill is crucial to managers who must achieve results through the efforts of 

others. It is the ability to exchange ideas and information’s in ways that other people 

understand the message. It also involves feedback from employees to ensure that one is 

understood. If managers are to succeed in the workplace, they must strengthen their 

communication skills.  
 

10. Planning and Administration Skill: This skill involves deciding what tasks need to be 

done, determining how they can be done. Allocation resources to enable then to be done, and 

them monitoring process to ensure that they are done. Included in this competency are:  

a. Information gathering, analysis, and problem solving;  

b. Planning and organizing projects;  

c. Time management; and  

d. Budgeting and financial management  

11. Teamwork Skill: It is the skill to: (i) design teams properly, (ii) create a supportive team 

environment; and (iii) manage team dynamics appropriately. Because more and more 

organizations are relying on team to improve quality and productivity, it becomes important 

for managers to develop their teamwork skill.  

12. Strategic Action Skill: Strategic action skill involves understanding the overall mission 

and values of the organization and taking strategic actions. Today, managers at all levels and 

in all functional areas are being challenged to think strategically in order to perform their jobs 

better;  
 

13. Global Awareness Skill: Today, most of the companies are serving global markets. 

Many organizations need to set up operations in other countries. Hence, it has become 

necessary for managers to develop global awareness competency. This skill is reflected in (i) 

cultural knowledge and understanding, and (ii) cultural openness and sensitivity. 
  

14. Self-Management Skill: The dynamic work environment calls for self-awareness and 

development. Effective managers have to develop self-employment skill which includes:  

 Integrity and ethical conduct,  

 Personal drive and resilience,  

 Balancing work and life demands,  

 Self-awareness and development, and  

 Learning about self.  

 

What are the general management skills? 

1. Management skills– planning, organizing, supervising, directing, networking  

2. Marketing/Sales skills– identifying customers, distribution channels, supply chain  

3. Financial skills– managing financial resources, accounting, budgeting  
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4. Legal skills– organization form, risk management, privacy and security  

5. Administrative  skills – people relations, advisory board relations  

6. Higher-order  skills -learning, problem-solving 

The difference between Management and Administration 

Basis Management Administration 

Meaning Management is an art of getting things done 

through others by directing their efforts 

towards achievement of pre-determined 

goals. 

It is concerned with formulation 

of broad objectives, plans & 

policies. 

Nature Management is an executing function. Administration is a decision-

making function. 

Process Management decides who should as it & 

how should he do it. 

Administration decides what is to 

be done & when it is to be done. 

Function Management is a doing function because 

managers get work done under their 

supervision. 

Administration is a thinking 

function because plans & policies 

are determined under it. 

Skills Technical and Human skills Conceptual and Human skills 

Level Middle & lower level function Top level function 
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LECTURE-09 

 

SUPPLY CHAIN MANAGEMENT 

 

SUPPLY CHAIN MANAGEMENT: Supply chain management (SCM) represents the 

management of the entire set of production, manufacturing/transformations, distribution and 

marketing activities by which a consumer is supplied with a desired product. The practice of 

SCM encompasses the disciplines of economics; marketing, logistics and organizational 

behaviour to study how supply chains are organized and how institutional arrangements 

influence industry efficiency, competitions and profitability. 

 

SCM provides a means to conceptualize management of the changes required in the system to 

efficiently respond to consumer needs, based on integration and coordination of the efforts of 

all the business units involved in the production and delivery processes. 

 

INPUT INDUSTRY-----FARMER---TRADE--- DISTRIBUTION CENTER----RETAILING 

 

Managing supply chains requires an integral approach in which chain partners jointly plan 

and control the flow of goods, information, technology and capital from ‘farm to fork’, 

meaning from the suppliers of raw materials to the final consumers and vice versa. Supply 

chain management results in lower transaction costs and increased margins. Because of the 

many activities and aspects involved it demands a multidisciplinary approach and sustainable 

trade relations. 

 

Advantages of supply chain management 

1. Reduction of product losses in transportation and storage. 

2. Dissemination of technology, advanced techniques, 

3. Capital and knowledge among the chain partners. 

4. Better information about the flow of products, markets and technologies. 

5. Transparency, Tracking & tracing to the source. 

6. Better control of product safety and quality. 

7. Large investments and risks are shared among partners in the chain. 

 

Stages of Supply chain 

In general, supply chain may involve a variety of stages. The supply chain stages include; 

 Customers 

 Retailers 

 Wholesalers/Distributors 

 Manufacturers 

 Component / Raw material suppliers 

 

Process of a supply chain 

A supply chain is a sequence of processes and flows that take place within and between 

different stages and combine to fill a customer need for a product. There are two different 

ways to view the processes performed in a supply chain. 

1. Cycle view: The processes in a supply chain are divided into a series of cycles, each 

performed at the interface between two successive stages of a supply chain. 

2. Push/pull view: The processes in a supply chain are divided into two categories depending 

on whether they are executed in response to a customer order or in anticipation of customer 
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orders. Pull processes are initiated by a customer order whereas push processes are initiated 

and performed in anticipation of customer orders. 

 

Cycle view of supply chain processes 

All supply chain processes can be broken down into the following four process cycles. 

1. Customer order cycle: The customer order cycle occurs at the customer / retailer 

interface and includes all processes directly involved in receiving and filling the 

customer’s order. Typically, the customer initiates this cycle at a retailer site and the cycle 

primarily involves filling customer demand. 

2. Replenishment cycle: The Replenishment cycle occurs at the retailer/distributor interface 

and includes all processes involved in replenishing retailer inventory. It is initiated when a 

retailer places an order to replenish inventories to meet future demand. 

3. Manufacturing cycle: The manufacturing cycle typically occurs at the 

distributor/manufacturer (or retailer/manufacturer) interface and includes all processes 

involved in replenishing distributor (or retailer) inventory. 

4. Procurement cycle: The procurement cycle occurs at the manufacturer/supplier interface 

and includes all processes necessary to ensure that materials are available for 

manufacturing to occur according to schedule. During the procurement cycle, the 

manufacturer order components from suppliers that replenish the component inventories. 

 

Push / Pull View of Supply Chain Processes 

Pull processes, execution is initiated in response to a customer order. With push processes, 

execution is initiated in anticipation of customer orders. Therefore, at the time of execution of 

a pull process, customer demand is known with certainty whereas at the time of execution of 

a push process, demand is not known and must be forecast. Pull processes may also be 

referred to as reactive processes because they react to customer demand. Push processes may 

also be referred to as speculative processes because they respond to speculated (or forecasted) 

rather than actual demand. 

 

Drivers of Supply Chain Performance 

Four key drivers of supply chain performance are facilities, inventory, transportation and 

information. These drivers not only determine the supply chain’s performance in terms of 

responsiveness and efficiency, but also determine whether strategic fit is achieved across the 

supply chain. 

1. Inventory: Inventory is nothing but raw materials, work in process and finished goods 

within a supply chain. Inventory is an important supply chain driver and it is one of the 

factors that decide the supply chain’s efficiency and responsiveness.  

2. Transportation: Transportation entails moving inventory from one point to another point 

in the supply chain. Transportation choices have a large impact on supply chain 

responsiveness and efficiency. 

3. Facility: These are locations where raw materials, finished goods are stored or fabricated 

and distributed. The two major types of facilities are production sites and storage sites. 

Whatever the function of the facility, decisions regarding location, capacity and flexibility 

of facilities have a significant impact on the supply chain’s performance. 

4. Information: Information consists of data and analysis concerning facilities, inventory, 

transportation, and customers throughout the supply chain. Information is potentially the 

biggest driver of performance in the supply chain as it directly affects each of the other 

drivers. 
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Scope of Agri-Supply Chain Management 

At the farmer level a key preliminary step is often the development of relationships between 

individual farmers to create a trading entity with capacity to supply sufficient quantity and 

continuity to be a credible supply chain member. This may be championed by a farmer, by 

another member of the chain, or by an external facilitator or manager. 

Hence the technical and professional issues in supporting the operation of supply chains may 

include facilitating: 

1. The development of relationships between farmers to allow their participation 

2. The development of relationships between members of the supply chain 

3. Information flows between members of the supply chain 

4. Establishing common standards between members of the supply chain 

5. Optimizing performance within each level of the supply chain and in the linkage 

processes. 

Promotion activities needed in Agri-Chain Development 

1. Public private partnership in needed. 

2. Investing in transportation, communication and electricity. 

3. Subsidies or co-financing supply for high -risk investments. 

4. Ensure the availability of (production, price, industry) information and statistics to 

facilitate market activity and to monitor market progress.
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Chapter -10                                        MARKET CHANNELS   

Production is for consumption. Having produced the products, these need to be made 

available to the final users of the product, i.e., the consumers scattered in large geographical 

areas. Since, many a times it becomes extremely difficult, if not impossible, to reach the 

customers on its own, the firm needs the help of marketing intermediaries, like wholesalers 

and retailers, to reach their products to the ultimate/final consumers. These intermediaries 

serve as channels to reach the product to the consumers. Let us consider a few definitions on 

distribution channels.   

According to the Committee on Definitions of the American Marketing Assocaition 

(1960):  

"A channel of distribution or marketing channel is the structure of intra-company 

organization units and extra-company agents and dealers, wholesale and retail, through which 

a commodity, product or service is marketed."   

R.S. Devar observes, "Distribution as an operation, or a series of operations which physically 

bring goods manufactured or produced by particular manufacturer into the hands of the final 

consumer of user".  

In fact, channels of distribution are like pipelines which take the right quantities of the right 

product to the right location where the target consumers want them at the right time. This 

section, therefore, deals with the process how products go through this channel from the 

producer to the final user. These distribution channels, in a way, refer to the methods of 

marketing also.   

In view of the number of intermediates, distribution channels can be classified into three 

categories. These are:   

1. Zero-Level Channel: When the distribution of the product is direct from the producer to 

the consumer or user. This is also called direct selling.  

2. One-Level Channel: When the product is not sent direct from the producer to the 

consumer but the producer sells the product to the retailer who, in turn, sells to the consumer. 

This channel is also known as distribution through retailers.   

3. Two-Level Channel: When there are two levels of different kinds of intermediaries 

between the producer and the consumer. In other words, under his channel, the manufacturer 

sells the product to the wholesaler who sells to the retailer and who finally sells to the 

consumer. This is called as distribution through wholesalers and retailers.   

 All these three channels can better be understood with the following Figure also.   
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Let us discuss these in some more details. 

 

 

 

Fig.3: Market Distribution Channels 

   

1. Direct Selling: This method is also referred to as producer to consumer channel. Under 

this channel, the producer of goods attempts to make a direct contact with the ultimate 

user of goods by several methods of selling including door-to-door sales-persons. This 

method is most common in industrial marketing particularly in respect of capital goods 

like industrial chemicals, heavy equipment’s, etc.    

Direct selling to the consumer has the following advantages to the producers:   

1. Close relationship to the consumers makes the producer constantly aware of changes and 

other consumer needs.   

2. Profit do not go to the middle-man.   

3. Goods get to the consumer more quickly because they do not have the travel through 

intermediates or middlemen.   

Despite these apparent advantages, direct selling has not become a powerful channel. 

According to an estimate, even less than 3 per cent of total consumer sales are made in this 

cahnnel. This is due to, the producer has to spend a handsome amount in the training, 

maintaining and supervising a large number of sales staff.  ii. It involves cumbersome 
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difficulties in providing and maintaining inventories of goods at many locations to assure 

prompt delivery to the customers.   

2. Producer to Retailer to Consumer Channel: This is a kind of indirect selling. This 

channel avoids wholesalers. It is suitable when products are perishable and speed in 

distribution is extremely essential. The goods that are frequently sold in this channel are 

fashion merchandise, products requiring installations, high value goods, etc.   

3. Producer to Wholesaler to Retailer to Consumer Channel: This channel is also known 

as the traditional channel. This is also the most common method of distribution under which 

the producer sells to the wholesaler, who, in turn, sells to the retailer, who finally sells to the 

consumer. In this system, the wholesaler is granted a certain portion of the total profit, in 

return for which he or she buys stores, sells, delivers and extends credits. This channel is 

invariably used in respect of groceries, drugs, drug goods, etc.   

This channel option is particularly suitable to the following producers:   

1. Who lack in financial resources;  

2. Whose product line is narrow; and   

3. Whose products are not subject to fashion changes and physical deterioration but are 

durable.   

Despite these futures, this channel is suffers from certain limitations also. To mention: (i) An 

over-dependence on wholesalers causes him/her i.e., the producer to lose contact with the 

dealers: (ii) The wholesaler may have different products of different producers to sell. In such 

case, the wholesaler might be quiet unable to push up the sales of one specific product 

produced by a producer.   

 Despite the various merits and demerits of all the three above mentioned channels, the 

producer to wholesaler to retailer to consumer channel has been commonly used by most of 

the producers to distribute their products to the ultimate consumers.   

After going through the above description, an inevitable question arises in the mind is which 

one is the best suitable channel for distributing the products of a small enterprise. Therefore, 

one last word on channel choice before we close this section.   

How to Select a Suitable Channel? : The success or failure of an enterprise inter alia 

depends upon, to a great extent, the selection of a suitable channel of distribution. There are a 

number of factors that must be considered when a channel of distribution is to be selected. In 

practice, many choice are available, so a careful study is required before a decision could be 

reached that will fit to the specific conditions of the enterprise to be the best channel of 

distribution. Some of the important factors to be kept in mind while selecting a distribution 

channel are:   

1. Study the channels that are available, more especially those used by the competition.   

2. Determine the channel that will best match the salient characteristics of the product to be 

marketed.   

3. Estimate the probable demand for the product.   

4. Consider the available financial resources.  

5. Approximate the costs, sales and profits for each a available channel.  
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6. Determine the size of the product line and amount of a typical order.   

How much crucial the selection of a suitable channel of distribution is for new product of a 

small enterprise is well testified by a grape juice enterprise. The juice was originally sold 

through food brokers who delivered exclusively to warehouses and only replenished retailers' 

shelves once a month. This led to poor display and frequent out-of-stock situations. By 

replacing food brokers with distributions who delivered the beverage to stores several times a 

week. Thus, grape juice producer transformed his marginal product into a highly successful 

one by selecting the most suitable channel of distribution for his (juice) product.  TOTAL 

QUALITY MANAGEMENT  

 Total quality management (TQM) has been defined as an integrated organizational effort 

designed to improve quality at every level.  

According to international organization for standards defined TQM as, “TQM is a 

management approach for an organization, centred on quality, based on the participation of 

all its members and aiming at long-term success through customer satisfaction and benefits to 

all members of the organization and to the society.  

Characteristics of TQM  

1. Committed management.  

2. Adopting and communicating about total quality management.  

3. Closer customer relations.  

4. Closer provider relations.  

5. Benchmarking.  

6. Increased training.  

7. Open organization  

8. Employee empowerment.  

9. Flexible production.  

10. Process improvements.  

11. Process measuring.  

Principles of TQM  

1. Produce quality work the first time and every time.  

2. Focus on the customer.  

3. Have a strategic approach to improvement.  

4. Improve continuously.  

5. Encourage mutual respect and teamwork  

The key elements of the TQM  

1. Focus on the customer: It is important to identify the organization’s customers. External 

customers consume the organization’s product or service. Internal customers are 

employees who receive the output of other employees.   

2. Employee involvement: Since the quality is considered the job of all employees, 

employees should be involved in quality initiatives. Front line employees are likely to 

have the closest contact with external customers and thus can make the most valuable 

contribution to quality. Therefore, employees must have the authority to innovate and 

improve quality.   

3. Continuous improvement: The quest for quality is a never-ending process in which 

people are continuously working to improve the performance, speed and number of 
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features of the product or service. Continuous improvement means that small, incremental 

improvement that occurs on a regular basis will eventually add up to vast improvement in 

quality. TQM is the management process used to make continuous improvements to all 

functions. TQM represents an ongoing, continuous commitment to improvement. The 

foundation of total quality is a management philosophy that supports meeting customer 

requirements through continuous improvement.  

 

 Benefits of TQM:  

1. Improved quality.  

2. Employee participation.  

3. Team work.  

4. Working relationships.  

5. Customer satisfaction.  

6. Employee satisfaction.  

7. Productivity.  

8. Communication.  

9. Profitability.  

10. Market share 
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Chapter 11                                        Extension Administration 

Administration is the guidance, leadership and control of the efforts of a group of persons 

towards some common goals. Administration implies conscientious efforts directed towards 

organizing and controlling human activities in order to achieve agreed or desired goals. It 

involves, therefore, the organization, direction and control of persons and facilities in order to 

accomplish specified ends.  

Administration involves essential activities of the people charged with ordering, forwarding 

and facilitating the efforts of individuals or groups brought together for desirable purposes. It 

involves efforts such as decision-making, programming, communicating relevant 

information, controlling and evaluating various actions.  

Administration is used during policy formulation for developing staff, understanding the 

planning process, job description, training and evaluation processes. 

The Concept of Extension Administration  

Agricultural extension involves various activities directed to improve food production and 

living standards of the people. Extension, therefore, requires direction and control of these 

activities in order to achieve the desired goals. Extension administration depicts the effort of 

the administrator to direct, guide and integrates the activities of members of his staff in order 

to attain the goal of the extension service and help farmers realize their objectives. Thus, 

extension administration refers to the art of directing, guiding and controlling human and 

material resources in an extension system. It involves articulate joining of all aspects of 

agriculture such as animal and crops husbandry, soil management, technology design and 

supply services in order to increase food production and income levels of farmers.  

Administration in extension is concerned mainly with bringing human beings together for the 

purpose of executing extension functions.  

The administrator at the upper hierarchy should permit all members of the extension agency 

to participate in the efficient utilization of the available resources in order to achieve set 

goals. Members of an extension service are categorized into directive or executive cadre. Any 

staff in the directive cadre assumes responsibility for directing which indicates that there are 

people to direct. Similarly, the executive staff (also known as organizing staff) has the 

responsibility for organizing and executing issues, which indicates that there are people to 

organize. For a meaningful extension administration, mutual co-existence among members of 

an extension system is necessary.  

Extension administration recognizes the existence of people with diverse interests, aptitudes, 

attitudes and social background. Therefore, extension is designed to serve farmers with 

differences in orientation. Extension has the task of limiting various interests and 

discouraging the uninteresting nature of farmers in order to salvage the whole agricultural 

system and achieve overall improvement in national economy. Extension administrators 

should focus efforts towards desired change. Change can be achieved through meaningful 

inter and intra-organizational relationships among extension workers and other development 

agencies. 

Difference between Management and Administration  

Management is a part of Administration. Management is an administrative technique in the 

conduct of public affairs. The traditional framework within which a civil service exercises its 

responsibilities is described as an administration.  
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Administration lays emphasis on proper procedure, regulation and control. It employs ease of 

communication to achieve an unambiguity – interpreting words and issues to ease the 

operation of a system.  

Administration takes place in the health sector, universities, army, church, agriculture, 

industries, business and social organizations such as the Agricultural Extension Service. 

Basis For 

Comparison 
Management Administration 

Meaning An organized way of managing 

people and things of a business 

organization is called the 

Management. 

The process of administering an 

organization by a group of people is 

known as the Administration. 

Authority Middle and Lower Level Top level 

Role Executive Decisive 

Concerned with Policy Implementation Policy Formulation 

Area of operation It works under administration. It has full control over the activities 

of the organization. 

Applicable to Profit making organizations, 

i.e. business organizations. 

Government offices, military, clubs, 

business enterprises, hospitals, 

religious and educational 

organizations. 

Decides Who will do the work? And 

How will it be done? 

What should be done? And When is 

should be done? 

Work Putting plans and policies into 

actions. 

Formulation of plans, framing 

policies and setting objectives 

Focus on Managing work Making best possible allocation of 

limited resources. 

Key person Manager Administrator 

Represents Employees, who work for 

remuneration 

Owners, who get a return on the 

capital invested by them. 

Function Executive and Governing Legislative and Determinative 

 

Principles of Good administration  

1. Definite and clear cut responsibilities should be assigned to each executive (functional 

assignment of duties), to facilitate attainment of organizational objectives which should 

have already been well defined. 

2. Responsibility should always be coupled with corresponding authority (proper delegation 

of authority). This encourages initiative. 

3. Each administrative unit (whether it is the organization as a whole , a division, a section 

and sub section) should have a single responsible head(centralized executive 

responsibility) 

4. No executive or employee, occupying a single position in organization, should be subject 

to definite orders from more than one source 

5. No order should be given direct to subordinate by passing their immediate superior. 

6. For efficiency in co-ordination, activities closely related to each other should be grouped 

together under common direction. Also provision should be made to avoid friction and to 
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ensure the cooperation action of all interested parties and the proper co-ordination of 

related activities aimed at attainment of a organization objectives. 

7. The people under a supervisor should be limited to a number he can effectively-

supervise.(optimum span of control) 

8. All administrators should understand and follow the art and science of human relations in 

the management of people. 

9. Besides clearly defining the duties of those in key positions and delegating necessary 

authority, it should be ensured that the several employs act in accordance with the plan of 

organization. Facilities should be given for self-evolution as well as inspection and 

evolution by superiors. 

10. Criticism of sub-ordinates should, whenever possible, be made privately, and in no case 

should be sub-ordinate be criticized in presence of employees of equal or lower rank. 

Rewards must base on objective assessment. 

11. No executive or employee should be required or expected to be an assistant to, or a critic 

or, another of equal or higher rank 

12. No dispute or difference between executives or employees as to authority or 

responsibility should be considered too trivial for prompt and careful adjudication.    

 

Functions of administration 

The functions of an administrator in the administrative process are:  

a) Planning  

b) Organizing  

c) Staffing  

d) Directing  

e) Coordinating  

f) Reporting  

g) Budgeting  

These are represented by the acronym POSDCoRB  

A. Planning - Effective extension work results from planning. Any administrator that does 

not plan ahead, with specific aims and objectives to be realized within a specific time, is 

bound to inhibit performance. It is the function of the administrator to plan the programme 

of extension and such a programme will include:  

 The description of situation  

 Problems or actions that need to be given attention  

 Aims and objectives to be achieved  

 Responsibilities of various officers, and  

 Possible courses of action to achieve the stated objectives  

Planning helps to  

 Avoid waste of resources,  

 Facilitate proper allocation and distribution of available resources, and  

 Provide a guide to constructive action in the field.  

B. Organizing: Organizing refers to the arrangement of persons, ideas, materials and other 

facilities necessary for the performance of functions. Work is assigned to individuals, 

groups or departments.  
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C. Staffing: This involves the recruitment, selection, development, utilization and 

accommodation of human resources in the organization. 

D. Directing (Supervision): This involves direct face-to-face oversight of tasks assigned to 

individuals or small groups in order to ensure correct and adequate performance. It is the 

process of ensuring that policies, administrative procedures and programmes are carried 

out properly. The supervisor is a person who is responsible for overseeing the work of a 

given number of field officers in a given area.  The function of a supervisor is that of 

translating extension policies into action. Optimum performance is obtained under a 

supervised condition.  

E. Coordination: The organization’s activities must be coordinated and correlated. 

Coordination is an essential element in administration and it involves adjustment of the 

parts to each other. The administrator should coordinate the human efforts and group staff 

activities in order to obtain the best results.  

F. Reporting (Evaluation): This function involves appraisal of activities or performance. 

From time to time, administrators must evaluate themselves, their staff and the system. 

Evaluation offers the opportunity to determine how well the goals of the extension service 

are being achieved and the overall performance of the organization. Information and data 

are gathered from the various units, departments and even individuals in the form of a 

report. Based on the report, adjustments could be made.  

G. Budgeting: Budgeting is a process of optimal allocation of available resources to 

competing needs, so as to achieve set objectives. Some of the objectives are to:  

 Plan the policy of an organization  

 Coordinate the activities of an organization so that each is part of the integral whole 

 Control each function so that the best possible result may be obtained, and  

 Evaluate the activities of an organization.  

The budgeting process creates a formal planning framework and gets people involved in 

deciding what is to be done in the future. It fosters coordination and communication, and 

promotes efficiency in operating an organization. Budgeting makes people aware of the cost 

of undertaking a specific activity or project. It aids in orienting organizational operation 

towards the goals of the organization. Limited resources can be allocated to provide the 

greatest degree of benefits.  



54 | P a g e  
 

 


