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1 
ENTREPRENEURSHIP 

(Meaning, Concept and Characteristics) 

"Entrepreneurship is a modus-operandi and co-ordination of consciousness of life. It 
is not only a methodology of wealth creation but also an effective alternative of personality 
development." It is not an easy route to industrial progress but is also a pinnacle of courage 
and wisdom. It is not an org,mized knowledge of industrial management but is also a mixture 
of human ·values, sublimity of society and entrepreneurial tendency. It is not an elegant 
effort to self-help and self-dependence but is also an opportunity and gateway for fulfillment 
of human aspiration and ambition. It is not a planned programme of all round development 
of a nation but is an expressi911 of human inspiration, initiative, capacity and creative 
functioning. Thus entrepreneurship besides an art, a technique, a strategy, a skil~ is also an 
ideology, thinking and a way oflife. 

''Entrepreneurship is an important process of creation of immense wealth, income, 
employment and capital in a nation. Entrepreneurship functions as a catalyst agent to end 
economic stagnancy of a country to transform un-utilil:ed resources to source of production 
and helps in freeing common people from economic suffering. It is a backbone to long term 
and permanent economic progress of a nation. 

Meaning of Entrepreneurship 

Meaning of Entreprenenrship: Entrepreneurship implies that qualification by which 
special effort ,is made to bear risk and face uncertainties. In other words entrepreneurship is 
that special qualification and inclination by which one bears risks and uncertainties inherent 
in business. The persons who have an eagi,mess to bear risk are called "Entrepr,meurs". In 

· modem times entrepreneurship implies courageous act of bringing latest changes and new 
reforms in business enterprise besides establishment, control and direction of an enterprise. 
In this sense entrepreneurship is a quality ofleadership and innovation by which excellent 
results and high profit can be achieved. It is a qualification to make adjustment with dynamic 
environment and implement, creative and innovative ideas, plans and views in business. 
Entrepreneurship also means Courll!seous, Bold, Adventurous and Enterprising. 

Definitions of Entrepreneurship 

Entrepreneurship along with capacity to bear risks involved in business is also a 
qualification to take advantage of Innovation, Leadership and Strategy. Lyn and Lyn have 
defined the tenn "Entrepreneurship" as 'Neo-entrepreneurship' which bas the ability to mould 
the organi:,ation according to time, adopt. introduce and implement internal reforms and also 
includes the qualification to derive competitive profit. 

In the changed situation of modem days it is necessary to study and analyze the 
definitions of Entrepreneurship given by various scholars. Various scholars have. defined 
entrepreneurship differently. 

(I) · According to Prof. Pareek and Nadkaml, "Entrepreneur or Entrepreneurship implies 
in general the behavior to establish new business venture in the society. Thus this 
definition considers setting up of business establishment and taking risk in doing such 
act as entrepreneurship. But this definition is not complete. 

(2) V. R. Gaekwad has explained the term entrepreneurship differently. According to 
him "Entrepreneurship implies innovation. It is an inner urge and desire to undertake 
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risk and face uncertainties or it is an ability to predict future events which proves 
right in course of time. fl 

· This definition terms innovation as entrepreneurship but fails to explain the functions 
· related with innovations and does not clarify the scope of inoovations. 

(3) Josepll. Schumpter A. says that in a developed economy entrepreneurship implies 
introduction of modernity and freshness in the economy, such as adoption of new 
method in production process which has not been used earlier, producing such goods 
useful to consumers but which was not in vogue and conswner were not aware of. 
use of new raw material, opening of new markets, etc. 

( 4) Acconling to Prof. Rao and Mehta, "Entrepreneurship is an answer to innovations 
and creativity of the surroundingstt. This defurition puts stress on adoption of innovative 
ideas and new inventions in the production process of business a<,eonling to the 
changed times. 

( 5) According IO Prof. Musselman ,u;d Jackson "The use and application of time, wealth 
and effort plus risk bearing attitude in establishing and making an enterprise a success 
is called entrepreneurship. Thus according to them entreprei}eurship is the distribution 
of time, effort and money with certain risk bearing quality to make the enterprise 
economically viable and profitable. This definition does not include the functions of 
innovations. Hence it is not suitable in tl'flltS of developed economy. 

(6) Higgins has defined entrepreneurship as the function of handling econornfoactivitles, 
undertaking risks, creating something new, organizing and coonlinating resources 
with the purpose of earning profit. Higgins put emphasis on finding out investment 
and production opportunities, organizing factors of production IO start new production 
process, arrangement of capital, employment of labour, arrangement of raw materials, 
location of place and site selection fur setting up plant and m~chinery, adoption and 
introductiO)l of new goods and techniques, finding new sources of raw maierials and 
selection of qualified and efficient personnel to carry out the day to day functioning 
of the enterprise. This is a descriptive definition of entrepreneurship, which describes 
the management functions and various organization of the E1!4ep~eneur. 

(7) Peter Kilby has defmed Entrepreneurship as a mixture of various economic activities 
which includes finding new business opportunities, new techniques, mobilizing and 
coordinating sources of production, adopting new methods of production, introduction 
of new raw materials in production process for optimwn utilization of resources. But 
all the above definitions ate·reJevant in the context of undeveloped countries. 

(8) AccQfding to H. N. Pathak, Entrepreneurship incorporates those areas for which 
many complex decisions are taken. These decisions can be divided in three broad 
categories. 

(i) Knowledge ofopportunities. 

(ii) Establishment of the industrial unit. 

(iii) Converting the industrial enterprise into profitable, growing and developed 
institutions. 

This defmition ignores the' new concept of entrepreneurship. It puts emphasis- on 
successful management of the business fur profit purpose in which decision-making 
at various level is_ more significant. 

(9) ln the words of J, E. Stepanek, "Entrepreneurship is the capacity to undertake risk, 
quality to organize, desire to diversify and bring in innovations to make the enterprise 
a successful business venture. 



This definition is very precise and complete as it includes the significant function of 
entrepreneur i.e. risk bearing capacity as well as desire to innovate and welcome new 
ideas and inventions to cut down cost of production without any compromise with 
the quality. This definition considers entrepreneurship as the backbone to the process 
of economic development 

(I 0) According to F. B. Frantz, "Entrepreneurship is synthesis of organising and combining 
various means of production in one unit. Entrepreneur is an important manager as he 
is both a founder and an innovator. 

The above definition put focus on two important elements of entrepreneurship, 

(i) Establishment of an enterprise. 

{il) Introduction of inventions and innovative ideas in the estab Iishment. 'This 
definition adopts progressive viewpoints. 

(11) In the words of Franklin Lindsay, "Entrepreneurship is a function to fulfill the 
needs of society, satisfactorily predicting its future needs, combining imagination, 
creation, innovations in the factors of production." 

This defmition adopts a progressive and socially acceptable view. This put focus on 
the ever-growing new needs of society, its utility, pricing of goods and satisfaction of 
the customers. 

(12) Richman and Copen were of the view that entrepreneurship signifies .towards an 
external open system, which readily admits creative innovative ideas and implement 
them for profitable gain. It functions as an innovator, risk bearer and dynamic leader. 

'This defmition looks at entrepreneurship as an open system, combining business with 
the environment ft accepts entrepreneur as a pioneer and a progressive representative 
of society. Undertaking risk has been considered as the centre stage of change in 
society: 

(13) A. H. Cole has termed, Entrepreneurship a purposeful activity by a person or group 
of individuals that includes a series of decisions. It establishes, operates and manages 
business enterprises to manufacture, produce and distribute economic utility goods 
and services. 

This definition is based on the traditional viewpoint. According to Cole, 
"entrepreneurship ·is basically a qualification to establish, manage, operate, and 
implement decisions for the progress and development of an enterprise. 

(14) H. W. JohnsoD opines that Entrepreneurship is a sum of three basic elements viz. 
invention. innovation and adaptation. 

This definition expresses the dynamic nature of the entrepreneurship. This incorporates 
freedom to welcome creative ideas, its implementation and adaptation in changed 
situations bringing in necessary refonns. 

(15) According to Peter F. Drucker, "It is meaningful to 10crease and expand opportunities 
in business." 

This definition is very concise. According to it entrepreneurship is finding better 
opportunities in business for profit and a qualification to use the opportunities to 
derive maximum advantage, According to him 'Innovation' is a special tool of 
entrepreneur. He believes that Entrepreneurship is an important medium of creation 
of wealth, conversion of resources into production and creation of 'economic values' 
in society. But all this requires increasing the numbers and sources of opportunities. 
This is the actual definition and meaning of entrepreneurial pursuit. 
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( 16) In the words of Robert K. Lamb, "Entreprcneurship·is that form of societies resolve 
which is implemented by efonomic innovators." 

The above definition considers entrepreneurship a procedure of economic decision 
making in context of society, which accepts and recognizes the social aspects and 
responsibilities of an industry. 

{17) According to Loucks, "Entrepreneurship is a combination of risk bearing attitude, 
desire to earn income and prestige, self expression, creativity and desire ·to pursue 
independent vocation." It is probably a micro psychological element, which tests the 
imagination from betting. 

In nutshell, study of above definitions makes it clear that scholars have defined the 
term Entrepreneurship in a different mam1er to widen its scope. The conclusion derived 
from these defmitions can be divided into three major categories. 

Classical Views of Thinkers . 

Cantaleen, Frank Knight, Adam Smith, J.B. Say, J, S. Mill, David Ricardo are 
some important thinkers who have propounded the classical view of entrepreneurship. 
According to classical view entrepreneurship is based on following elem~s: 

(i) Capacity to undertake, bear risk and uncertainties in business! 

(ii) Qualification to organize and unite various sources of produ;Lon. 

(iii) Ability to combine sources of production into a 'Production tnit', its control 
and inspection. 

Thus classical view put focus on 'Risk bearing' and 'setting, establi ing of business 
units'. Classical economists have not accepted 'Entrepreneurship as an im rtant organ of 
'Economic System.' 

Neo-dassical, Views of Thinkers 

' Though this is based on classical views, however, a clear demarcati had been made 
between 'Capitalist' and 'Entrepreneur' in this period. Though thi_s function 
out by one person_. According to this view, ·entrepreneurship implies that q 

(i) Which relates to various managerial functions carried out in siness such as 
plarming, organizing, resources and ability of implementatio , direction and 
control over various decisions? 

(ii) Ability to introduce innovations and continuous refonns in th organization. 

These views are applicable only in developing economy. 

Modern Views of Thinkers 

These views are applicable on both developing and developed nati ns. Among the 
famous scholars and thinkers who propound and advocate modem views of trepreneurship 
include J. E. Stepen, George Evans, Peter Kilby, Higgins, Peter F. rncker, H. W. 
Johnson, Robert Lamb and some other famous thinkers. Modern t inkers look at 
entrepreneurship from ~tical point of view. Most of the countries of the orld falls in the 
category of'Developing Nations.'These countries experiences a wide networ of commercial 
and industrial activities. Hence entrepreneurs of these countries have to pe arm a number 
of functions. Risk bearing and establishment of an enterprise is the b ic element of 
entrepreneurship. But in modern terms entrepreneurship combines busine s. with society 
and environment Hence it is a. qualification to provide dynimic leadership .to business 
introducing new innovations, search for new opportunities and various other decisions in 
context of social innovations. Thus it is clear that the meaning, scope and limitations of 
entrepreneurship has kept on changing according to the Social, Political, Economic and 
prevailing psychological conditions. 
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Conkept of Entrepreneurship 

The concept of entrepreneJrship has remained controversial from the very beginning. 
Various economists, philosophers and sociologists have defined entrepreneurship in various 
ways. The meaning and concept of entrepreneurship kept on changing according to the 
economic situations and type of economy prevailing in different countries and societies. The 
word 'Entrepreneur' is derived from the French word 'Enterprendre' which means work, 
enterprise or to undertake. In the I 6th century the persons who organized, guided and 
controlled the military operations were called the entrepreneurs. In the 17th century the 
word was commonly used for the architects and contractors engaged in the profession of 
public utility services. In business the word was first used by French economist, Cantillon 
in 18th century who was engage'd in purchasing or procuring goods and machineries used 
for manufacturing to produce marketable commodity. Famous French economist J. B. Say 
further expounded the definition of Cantillon and said that an entrepreneur is a person who 
establishes a commercial firm and looks after the organization. Thus entrepreneurship implies 
the courage, the intelligence, the imagination and skill required to establish and run an industry 
or business. The ability of bearing risks, making social innovations, providing a dynamic 
leadership and taking courageous bold decision to earn profit is essential, for entrepreneurship. 

In general terms entrepreneurship stands for such attitude and qualification by which 
a person bears the risk involved in running the enterprises and through his skill, intelligence 
and imagination overcomes all difficulties and uncertainties to determine the success ofhis 
enterprise. 

Though the concept and meaning of the entrepreneur remained always a controversial 
sµbject but the economists and social psychologists have tried to explain the word in d#erent 
forms from time to time. The definition and meaning of entrepreneurship have kept on 
changing according to the changing economic development 

The graph clears the concept of entrepreneur: 

Entvepreneur f-----1 Entvepreneurship 1-----< Effectiuve operation 
& Innovations 

Individual Process of Implementation Objective (Goods) 

Characteristics of Entrepreneurship 

It is very necessary to understand the role and nature of entrepreneurship in modem 
times in the field of Industry and Commerce. Following are the chief characteristics of 

Entrepreneurship -

(I) Risk Bearing Capacity: Risk is an inherent and inseparable element of the 
Entrepreneurship. Starting a new Enterprise involves risks. Risk bearing is the basic 
quality of entrepreneurship. Risk is implied in every business. Business is full of 
uncertainties and these uncertainties create risks. If these risks are not properly managed 
or effectively handled the business has to be. Some risks are covered under insurance 
while others have to be borne by the entrepreneur himself. 

(2) Ability to Innovate: According to Peter F. Drucker "Irmovation is an ideal tool of 
an Entrepreneur". The quality of doing things differently in a new way makes an 
Entrepreneur stand apart from others. 

This quality motivates an Entrepreneur to search for new pastures that inspires h_im 
to introduce new elements in business, i.e. new product, new techniques, new method 
of displaying a product, bringi!'g improvement in management structure, etc. 
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(3) Capacity to Correctly F'orecast Uncertainties: The success of an enterprise depends 
on the correct forecast of future uncertainties and events. Risks can be successfully 
managed or handled only when' better opportunity to overcome or compensate the 
loss remain in foresight. 

(4) Jt is a Creative Activity: Entrepreneurship brings in new ideas in the mind of an 
individual, which motivates him to do something creative. An entrepreneur remains 
always busy in creative thoughts and doing unique things. This quality motivates him 
to find new opportunities and avenues in business. According to Sch11mpeter, 
Entrepreneurship is a creative response to the external environmettt. An entrepreneur 
is continuously involved in fmding new opportunities. 

(5) Business Oriented Tendency: Entrepreneurship reflects the commercial and business 
oriented nature of an individual. It inspires an individual to establish an enterprise. It 
motivates him to tum his commercial dream into reality. It offers him 1111 opportunity 
to make plans, give shape to his project 

(6) Result Oriented Behaviour: Entrepreneurship is a goal-oriented activity. 
Entrepreneurship inspires a person to reach desired goals from his effort. An 
entrepreneur put focus on effort and hard work and pot on destiny. Desired results 
can be obtained through hard work and proper efforts. They also believe that firm 
decisions, concrete plans and target-oriented behavior help them to reach at the top. 

(7) Enlrepre11e11rshlp is an Intuition: Men are born equal but not all men are equal in 
intelligence, knowledge and courage. Intuition is an extra power in human being. 
Every individual does not possess capacity to bear risks or quality to establish an 
enterprise. People are generally afraid of taking risks hence they fail to derive benefit 
from the opportunities that comes their way. Capacity to bear risks is an inherent 
quality and not everyope is blessed with such qualities. Many people with meager 
resources at their command had earned millions and reached milestone because of 
their intuition and risks taking abilities. · 

(S) Professional Activities: In the modem era entrepreneurship in advanced countries 
is developing as a profession. Like other professions such as ma11agerial, technical 
etc. entrepreneurship too can be developed by systematic training, guidance and 
education. Government and other private institutions, non-governmental organizations 
are imparting training to entrepreneurs, helping them to start, operate and manage 
their business smoothly by implementing various schemes. 

(9) Knowledge based Practice: According to renowned management scholar Peter F. 
Drucker, ''Entrepreneurship is neither a science nor an art but it is based on knowledge. 
An Entrepreneur reaches up to the top with experience and effective timely decisions. 
After a long experience a person can be able to develop the special qualities of an 
entrepreneur, 

(I 0) Entrepreneurship is not a personality trait, but a Behaviour: Entrepreneurship 
is not a personality trait but behavior. Decision-making is required in various fields of 
business, which implies a lot of risks that can be borne out only with experience. 
Being a continuous process entrepreneurship becomes the result of behavior. 

(11) Entrepreneurship is based on Principles and not on intuition: Intuitions play an 
importa11t role but it is not a guaraptee to success for an enterprise. An entrepreneur 
decides and acts on certain principles. Such principles become the cornerstone of 
their decision-makfag behavior. 

(12) Decision making Activity: Decision-making is an imporiant element of an 
entrepreneurship. Only by correct and timely decisions, losses can be reduced, pro.ti~ 
can be increased, administrative and commercial problems can be solved, Thus 
entrepreneurship is a forward-looking aptitude and a decision-making activity. 



( 13) Management is the vehicle of Entrepreneurship: Management is the vehicle of 
entrepreneurship. It is a medium through which business decisions and plans are 
implemented. With the help of efficient management entrepreneurs introduces new 
schemes, bring in modification and necessary reforms and make strategy to earn 
more profit. According to Peter F. Drucker, "Entrepreneurial management has 
become the essential organ of every manager today. 

(14, Entrepreneurship is a product of Environment: The quality and kind of 
entrepreneurship affects the economic, social, political, religious and cultural 
environment of a country. They have a far-reaching influence and peoples thinking 
get a direction. We find high and efficient quality of entrepreneurs in these countries 
where growth oriented and business favourable atmosphere prevails. Joseph 
Schumpeter believes that it is a creative response to every external situation. 

(15) Universal Activity: Entrepreneurship is a Universal activity, which is essential in 
every society big, medium or small. Actually it is the backbone for the existence, 
growth and development of the business activity. The size of business is neither a 
cause of concern nor hindrance to the spirit of entrepreneurship. 

(16) Low Risks: It is generally believed that entrepreneurship is an enormously risky 
venture. It is true that with the rapid change in technology and socio - economic 
condition uncertainty and risks factor have increased to a great extent in business. 
But according to Drucker, it is only an illusion, an aberration to consider an 
Entrepreneurship as an enormously risky activity but it is not a gamble. 
Entrepreneurship is based on effective scientific management, sound principles. And 
creative result oriented innovative ideas hardly remains a risky venture. 

(17) It is not 'natural' but an acquired Ability: Entrepreneurship is not an inborn ability 
but it is an acquired ability. It is not easily found in business organizations but 
entrepreneurs by taking risky decisions and its fruitful results gain confidence. They 
acquire unique ability to handle difficult situations. Peter. F. Drucker asserts that 
Progressive business enterprises consider entrepreneurship as their duty. They remain 
committed to it, strive continuously and in a disciplined manner put it in practice. 

(I'S) Result of changes: Entrepreneurship is neither an economic incident or fall out nor 
a social activity but it is a result of social, Political, Scientific and technical change 
taking place in society. 

(19) Creation of Resources: Means of Production are available in the form of raw 
materials. It is the entrepreneur who converts these means of production into resources. 
Anything, which has the utility and has economic value can be called as a "Resources". 
Thus Entrepreneurship is a process of creating utility, economic value, which turns it 
into wealth. Drucker writes that until the advent of Entrepreneurship every plant is a 
weed and every mineral just another rock.. 

(20) Process of Identity Transformation: Entrepreneurship is not an adoption of new 
thoughts, new ideology, new method, new behavior, but it is also a process of"Jdentity 
formation" and Role Transformation". An individual can never become an Entrepreneur 
by mere adopting some innovative ideas. His identity comes into prominance ouly 
when he continuously lives by it. Uday Parikh and Nadkarui believe that 
Entrepreneurship is not doing things uniquely or adopting new behavior, new techniques 
but it is the transformation of personality and total involvement. 

(21) Entrepreneurship is a Life Style: Entrepreneurship is not an activity, a vocation, a 
business, but it is an art ofliving in a systematic manner. Every individual sets a goal 
in" life. He fixes a target. He should be imaginative and creative and be able to take 
strong decisions and implement it in an effective way to achieve the target. 
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Role of Entrepreneurship in Economic Development 

Entrepreneurship is the backb_one of economic development. No country in the world 
can achieve planned and rapid economic development without the growth ofEntrepreneurship. 
Entrepreneurs carry out a number of functions, which are extremely extensive and vital. 
Thus it is important to know, what is the role of entrepreneurslrip in economic development? 
Economists differ in their opinion. We will analyze the views of different economists on the 
subject elaborately. 

Classical ideology: Renowned economists Adam Smith have considered 'Economic 
Development' as the basis of people's quality of saving and distribution. According to him 
the capacity to save depends on the productivity of the workers, which is the result oftheit 
efficiency and Division of Labor. Adam Smith in his book has advocated the creation of 
capital or capital formation as a chief element of economic development. David Ricardo 
has acknowledged only three elements Labor, capital and wealth as the important' tool of 
economic development He considered 'profit' an important device of saving which in the 
end becomes significant fo capital formation . 

Among the classical econowists J.B. Say was the first such economist who recognized 
to consider entrepreneur as an important factor in the process of economic development. 
According to him it is the entrepreneur who combines various factors of production into a 
unit and transfers economic resources from low productivity area to high productivity area 
where more profits are earned. Thus, we find that classical economists Were unanimous in 
their 'views. They hardly give entrepreneur an important place in the process of economic 
development. 

The process of economic development is self-accelerating and self-controlled. 

Modern Ideology: In the last few decades the economists all over the world have 
recognized the important role of entrepreneurs in the industrial and economic development 
of a nation. The achievements of Entrepreneurs of developed countries attracted the attention 
of undeveloped countries. Underdeveloped nations in recent years have continuously focused 
attention to the development of entrepreneurs inspired by the great contributions of 
entrepreneurs of ihe advanced nations. Thus it has become crystal clear that only the 
entrepreneurs can accelerate the pace of economic growth by optimum utilization of natural 
resources of the nation e.g. Labor, Capital and Technology. 

Most ofthe modem economists are of the opinion that entrepreneurs are the backbone 
of economic development. Schumpeter advocated !hat innovative entrepreneurs put science 
and technology to economic utility, which becomes the cornerstone of Industrialization. 
Panon and Smellsor were of the view that entrepreneur and capital_ are the two distinct 
ingredients of economic development. 

Harbison suggests that entrepreneur is the inain driving foree of any enterprise. The 
role of entrepreneur depends on the economic system in practice in a country, available 
physical and hu..·n,m resources, prevailing industrial and economic condition, political system, 
social values, etc. The socio-economic condition ofa country reflects the kind of entrcpreneun, 
would grow in that country. 

Where the opportunities of development are immense, there the contribution of an 
entrepreneur would be manifold. In an undeveloped economy where capital, trained 
manpower, skilled labor force and infrastructure of development arc of poor quality, there is 
always a dearth of innovative entrepreneurship. Such country will be a breeding ground for 
only lazy, imitative, cautious and calculative entrepreneurs. 

Dearth of capital, technology and underdeveloped market results in establishment of 
small, cottage industry in backward and underdeveloped country. 



With an objective to accelerate the pace of growth the government of underdeveloped 
country generally motivate small entrepreneurs by offering them various incentives in the 
form of tax cuts, availability of funds at low rate of interest, etc. In our own country 
Government is helping and promoting small and cottage industries. Government through 
various schemes has focused its attention to increase the productivity of the labor force by 
imparting technical training, providing various types of socio-economic amenities. It is by 
educating people and motivating them to start new industry in rural, semi mral areas b.oth at 
individual as well as cooperative level, the economic base can be diversified and chasm of 
economic imbalances and disparities of various regions can be reduced. 

Ralph Horwitz is right in saying that as a man perishes without an idea, so an industry 
or economy stagnates without entrepreneurs. 

Various elements such as natural resources, savings, capital formation, income, 
technology, social conditions, etc. contribute significantly in the economic development of a 
nation but in absence of entrepreneurs all these fuctors of production remain unproductive 
and lifeless. According to Drucker, "only entrepreneurs turn all these sources and factors 
of production into resources and convert ii in the fotm of new products which has utility 
value". Thus an entrepreneur is not an independent ,md important source of production but 
is the father of all economic development. 

Important Questions for Examination 

L What is Entrepreneurship? Discuss its rurture in detail. 

2. Define Entrepreneurship? Discuss its characteristics and nature. 

3. "Entrepreneurship is an innovative leadership function mther than ownership". Elucidate 
and discuss the various forms of entrepreneurship. 

4. Explain the pattern of Business Entrepreneurship. 

5. Discuss the Role of Entrepreneurship in present scenario . 

• 6. "Entrepreneur is not a personality trait, but a behavior". Discuss. 

7. Entrepreneurship is created by environment". Discuss. 

8. Discuss the role of Entrepreneurship in economic development. 

9. Define concept of entrepreneurship development? What are the fundamental piilars 
of modem concept of Entrepreneurship Development? 

10. Discuss the old and new concept of entrepreneurship in detail. 

11. Write a note on "Entrepreneurship Development". 

12. Discuss in detail the various theories of development of Entrepreneurship . 

••• 
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ENTREPRENEURSHIP-TYPES,IMPORTANCE 

ANDVIEWS 

The contributfon of commercial entrepreneurship is most important in the economic 
progress of a country. Because of the Entrepreneurial aptitude new industries, new goods 
and services, employment, income and wealth are created in a country. C-011version of idle 
Natural Resources of lhe country into productive goods and resources, inventions and 
projects all depend on the courageous and timely decisions of an entrepreneur. Hence it is 
true that industrialists are the base or cornerstone of economic progress and prosperity of a 
country. The cltronic problem of poverty and unemployment can be solved by industrialization 
only. Entrepreneur plays an important role in organizing various sources of production to 
oonvert it into productive utility goods and helps in solving many social problems of the 
country such as poverty, unemployment, etc. Hence it is considered as an important element 
of Industrial Progress. Entrepreneurship encourages courageous. and creative attitude, 
commercial and scientific temper in an individual, which helps in economic development of 
a country. 

Patterns or Types of Business Entrepreneurship 

The socio-economic conditions and level of development varies from nation to nation. 
Besides that people of each country inherit different thoughts and views about business and 
commerce. Accordingly we find various kinds of entrepreneurship prevailing in different 
countries. On the basis of the economies in vogue in various countries, entrepreneurship 
can be divided into following forms: 

On the basis of Capital Ownership 

On the basis of capital ownership entrepreneurship can be divided into four major 
forms: 

(1) · Private Entrepreneurship: Wheo group of people or single individual establishes an 
enterprise under private ownership and bears the risks individually or collectively it is 
called private ownership. Private eotrepreneur mostly work with an objective to earn 
proc!it. In the capitalist country like U.S.A., England, Germany, Japan, France industries 
grew because of the efforts of Private individuals or group of people. 

(2) State or Public Entrepreneurship: In the modem days the states too have started 
business operations. When an enterprise is established and operated by Central 
Government or State Goverruru,"llt then it is known as Public Entrepreneurship. The 
government starts the business operations for the Public welfare and bears all the 
risks. In the socialists and communist's countries like Russia, ChiQa, Yugoslavia, 
such types of Entrepreneurship are in vogue. 

(3) Joint Entrepreneurship: This type of entrepreneurship is the joint venture of 
Government and private individuals. Wheo an industry is jointly established, organized 
and operated by government and private entrepreneur it is called the joint 
entrepreneurship. Government in association with private individuals invests money 
in a definite proportion. In this type of entrepreneurship the government plays a vital 
role. India bas adopted this type of entrepreneurship to prevent Centralization of. 
economic power, for the industrial development of rural and semi-rural areas, to 
achieve the targets and objectives of 5th five-year plans and to promote new 
entrepre_neurs. 



(4) Co-operative Entrepreneurship: When an industry or business is established, 
operated or managed in cooperation with many individuals, then it is known as co
operative entrepreneurship. In this type of entrepreneurship people in co-operation 
with each other show inclination to bear the risks together. In India, Dairy Industry, 
Small and Cottage Industry, Fertilizers, Food Processing, Textile, Sugar Industries 
have been established on the basis of cooperation. The chief aim of cooperation is to 
make the citizens self-reliant and promote mutual well-being among them. 

India has adopted mixed type of economy. Prior to independence, British promoted 
and encouraged private entrepreneurship, but after independence Public 
Entrepreneurship witnessed rapid growth. In India, government is showing keenness 
to promote joint and co-operative entrepreneurship. 

·on the basis of attitude towards change or Development 

On the basis of attitude towards change and development, entrepreneurship is of 
following fonns: 

(!) Traditional or Evolutionary Entrepreneurship: When production system is 
traditional, process of change is-slow and meager amount is spent on research and 
development, then it is known as traditional or evolutionary entrepreneurship. 
Traditional entrepreneurs believe in natural process of development, take calculated 
risks and pay little attention on innovations. 

They don't show any willingness or eagerness to launch new product, introduce new 
technology in production. We generally find these types of Entrepreneurs in our country. 

(2) Modern or Revolutionary Entrepreneurship: When an entrepreneur introduce new 
methods of production, readily undertake risky projects, take courageous and bold 
decisions, make rapid expansions of his enterprise, he is called modem or revolutionary 
entrepreneur. Russia, China and Eastern European countries are examples of such 
types of entrepreneurship. Educated youth of modem period, believe in these types 
of entrepreneurship. 

On the Basis of Centralization 

Based on centralization, entrepreneurship is mainly of two types: 

(1) CentraHzed Eatrepreneurshlp, Wheri Industry and Business are established in any 
particular area or special region due to required faeilities of inltastructure available 
for its growth and development then it is known as centralized entrepreneurship. 
New entrepreneurs are attracted to these particular regions because of the easy access 
of facilities and market, but such centralized entrepreneurships in the long run creates 
lots of socio-economie and cultural problems. 

(2) J)ecentraiized Entrepreneurship: When different industries are established in 
different regions of the country then it is known as decentralized entrepreneurship. 
Governments of modem times always promote decentralization to avoid centralization 
of economic growth in one region or area. With an objective to create more employment 
opportunities, equal distribution of economic wealth, balanced and planned development 
of the country govt. by providing various types of incentives, facilities and grants, 
promote decentralization. Decentralized Entrepreneurship plays vital role in the balanced 
social development of the country and contributes significantly in strengthening socialist 
pattern of society. 

On the Basis of Size 

On the basis of size, entrepreneurship is chiefly of two types: 

(1) Large Entrepreneurship: Such establishment where huge amount of investment is 
needed, production is taken out on an enormously large scale, large number of heavy 
machines and tools are in use, process of production is complex and management of 
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the business is done by qualified and experienced professionals, then it k,,own as big 
entrepreneurship, In India Tata's, Birla's, Dalmiya's, Bangar's, Miltal's, Ambanits, 
Bajaj's and others eome under this category. Many more industries like Coal, Iron and 
Steel, etc. have been established under this category, Large entrepreneurship gives 
birth to monopoly. 

(2) Small Entrepreneurship: The entrepreneurship, where the si,,, of the enterprise is 
, small investment of capital is low, small number of workforce is ·employed and the 

production process is simple, it comes under small entrepreneurship. Small 
entrepreneurship is labour inteosive. Village, cottage and small industries fall under 
this group. Small entrepreneurship develops self-reliance, generates employment and 
is the mainstay for decentralisation of econoJl!ic power, optimum utilization of local 
products and resources, balanced regional growth. 

On the basis of Entreprenl!urial Function 

Liebenstein has classified entrepreneurship fa two distinct forms on the basis of 
entrepreneurial function. 

(l) Routine Entrepreneurship: Routine Entrep~eneurship is related with the routine 
managerial functions of an enterprise. The maip function of the entrepreneur is to 
look after the day to day working of the establishment by implementing the programmes 
and policy of the enterprise. The chief a~,•of this type of entrepreneurship is to 
manage indlllitry on minimum cost and at'minimurn risk. 

(2) New Type Entrepreneurship: New entrepreneurship implies innovative and creative 
entrepreneurship. The chief function of the entrepreneur is to i.,troduce new melbod 
of production, discover new market, introduce new product, implement innovative 
and creative ideas bringing iu new technologies to reduce cost and maximize profit. 
Such entrepreneur looks forward to change and improvement. 

On the Basis of Leadership 

Entrepreneurship is basiomly a product of individualistic leadership, group leadership 
or cooperative leadership. On the basis of leadership quality, it can be divided into below
mentioned fonn: 

(1) Individualistic Entrepreneurship: In the Individualistic Entrepreneurship all the 
function of planning and management is carried out by a single individual. The 
entrepreneur takes the decision of production, distribution, marketing and other related 
matters him-self single-handed. The ownership and management remain in the hands 
of one individual. Individualistic entrepreneurship is possible only for small industries. 

(2) Group Entrepreneurship: This entrepreneurship Ls based on the techno- structure .. 
of the society. ThLs comes into existence due to the large scale production, division of 
labour, technology and capital, intensive production system and complex commercial 
activities .. In such type of entrepreneurship leadership from Qne individual gets 
transferred to professionals or group of expert professionals, The experts who take 
vital decision and gives direction to day to day running of the enterprise are not 
generally the owner of the business but they generally .Plays an important role in 
decision making process. Such entrepreneurship intet;Sifies the pace of industrial 
development. Such entrepreneurs are called by the name of 'promoters', Sometimes 
these entrepreneurs desist from investing their capital in remote and undeveloped 
regions, which lack basic infrastructure development. 

Other Basis 

Besides the above-mentioned forms, the entrepreneurship can also be divided on other 
different basis such as Urban and Rural entrepreneurship. 



(i) Urban and Rural Entrepreneurship: Toe development ofotherentrepreneurship is 
limited to metropolitan towns like Mumbai, Ahmedabad, Kanpur, Kolkata, Chennai, 

. etc. This creates lot of socio-economic problem such as slums, pollution, social 
· crimes, congestion etc. When an entrepreneur comes fiom small towns districts, 
tehsil and villages they are called Rural entrepreneurs, Rural entrepreneurs are the 
chief agent of eql!al distribution of wealth, Poverty eradication and economic 

· development of villages and small towns. 

(ii) Systematic Entrepreneurship: Peter. F. Drucker generally talks about systematic 
entrepreneurship rather than general entrepreneurs. Such entrepreneurs inostly 
functions under the guidance of certain principles and practices. They generally put 
focus on search of new market, new product, new customer and new opportunity. 

Need or Importance of Entrepreneurship 

Entrepreneurship is essential for the planned and balanced economic development of 
any cowitry. With the development of entrepreneurship we can solve the problems of poverty, 
unemployment, low living standard, low production and many otlter complex problems. An 
ideal industrial society can be established in villages, tehsils and small towns by pron,oting 
·entre~eneurshjp. we can overcome the evil of centralization of economic power generated 
by large and heavy industries in metropolitan urban areas. The importance and need of 
entrepreneurship can be explained by following illustrations: 

( 1) Establishment of Viable Units: More and more viable productive col111llercial units 
would come up, if entrepreneurs would be equipped with necessary tools, techniques 
and training. Uhtrained, lazy and uneducated entrepreneurs would never succeed in 
turning or making any industrial establishment into viable, profit earning establishment 
Witlt the growth of entrepreneurship it would be possible to optimize the use of 
natural resources, which in turn would minimize the losses and build the confidence · 
of the entrepreneurs. Moreover it would reduce the burden of government to revive 
tlte sick units. · 

(2) To Develop Entrepreneurial Tendencies: With the planned development of 
entrepreneurship the spirit of entrepreneurial ability gradually grow among individuals. 
Corporate sectors and government by organizing various training programmes develops 
individuals and tries to harness their productive capabilities. Tendency to remain busy 
doing productive activities to achieve something purposeful leads to independent 
lifes~le, which in turn give birth to a rich and happy society. 

(3) To Promote Innovations: Growth of entrepreneurship leads to more investment in 
invention, research and development. Scientific temper and commercial outlook gets 
encouragement, which leads to growth of technical knowledge in individuals. Hence 
innovations get new recognition in society. New method, new techniques of production 
replace the old method. New goods are produced. Organizations embark on expansion 
and diversification. 

(4) 

(5) 

Optimum Utilization of Resources: The human an4,nailiral resources such as 
natural wealth, wJnerals, raw materials, etc. available i:n different parts, regions and 
areas of the cowitry are optimally utilized. Entrepreneurs take benefit of the new 
research and inveutions, insists on utilizing new raw materials to increase the capacity 
of the production and improve on the quality of the goods. They put maximum effort 
to exploit and utili7.e natural and human resources effectively to derive optimum use 
with efficient managerial efficiency: 

1ncreasing Employment Opport111:iities: Development of entrepreneurship leads to 
establishment of new business and commercial units, which gives employment to 
more and more people .. Local community gets employed in such manufacturing units 
under various development programmes. Unemployed youths get opportunities of 
self-employment. Innovations, further leads to expansion of the existing units, which 
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in turn creates and generates more employment opportunities. Even more and more 
women, too, are getting employment in these types of small and medium industries. 

( 6) Balanced Economic Development: Development gaps prevailing in various, regions, 
areas <>f the country are abridged, narrowed, reduced through the development of 
entrepreneurship: Developing countries are lagging behind in technical and development 
:fields in comparison to developed countries of the world. Even vast gaps I differences 
in development ·and growth can be witnessed in various parts of the.same country 

·e.g._ in India, Bihar, Orissa, North - East are less developed compared to Punjab, 
Haryana, Maharashtra and Gujarat. Such gaps at regional and provincial levels can be 

(7) 

(8) 

(9) 

(10) 

bridged or narrowed down by encouraging spread of_small and medium entrepreneurs. 

Rapid Economic Growth of the Economy: Entrepreneurship strengthens and builds 
bold and courageous tendencies among individuals. People get encouragement and 
their cotl.fidence in creativity grows with each success. People remain in search of 
riew· opportunities of growth that 'helps in establishment of new industrial and 
corrnnercial units. This outlook/ spirit accelerate the economic gro"'1h which in tum · 
takes rapid strides and the country achieves the level of fuH employment level. 

Social Satisfaction: The idea of privatization is gaining more acceptances all over 
the world in recent times. Government of many. countries are pr_omoting 
disinvestments, inviting private entrepreneurs to manage and operate public sector 
undertakings. This approach has further added responsibilities on private entrepreneurs 
to have a.modern, progressive and forward-looking outlook to address the expectations · 
of the common people fulfilling their needs satisfactorily. With the growth of 
entrepreneurship new values have been created, level of social satisfaction has been 
increased and more utility value has been created for the benefit of the common man. 

Promote Capital Formations: Entrepreneur functions :is an important agent to 
mobilize the idle savings of public through the issue ofindustrial securities. Investment 
of Public Savings in industry and commerce results in productive utilization of natural 
resources. Capital formation is a· crucial problem of each and every nation. 
Entrepreneurs by increasing the pace of industri_al activities in the country can help in 
increasing the capital fo1111ation, which is essential for economic prosperity. Thus an 
entrepreneur is the creator of wealth. 

Contributes to the in Execution of Government Policies: Entrepreneurs contribute 
significantly in the execution of government policies and in achieving national goals. 
Entrepreneurs help government to complete development plans, balancing import and 
export transactions and promotes in the balanced development of the country. 
Entrepreneurs can join hands with the goverwnent in all development activities. 

Varions Views about Entrepreneurship 

Scholars ha;e defined the term entrepreneurs"!rip according to their own belief and 
. thinking. 

(1) Risk Bearing Capacity: Frank H. Knight has defined eutreprerieur as a person or 
group of special individuals who have the capacity to face, overcome uncertainties. 
He differentiates between 'common risk' and 'uncertainties'. He says, the uncertainties 

. are such risks, which neither can ·be predicted in advance hor can be co,,ered-by . 
insurance. Such risk bearing quality is called entreprelleurship. According to him 
entrepreneu,rship is the power, which guarantees to_ overcome all uncertainties~ . 

Richard Cantillon has considered risk bearing an important and significant function 
of an entrepreneur. He believes that entrepreneurship stands for undertaking risks 
uncovered by insurance. As entrepreneurs face many risks bearing challenges both 
during establishment and operations of the business organizations. '!be opinion of. 
Cantillon gained significance as complexities of modern business have -increased 
manifold and risk bearing quality of an entrepreneur received an added importance. 
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(2) Function of Organisation and <:;o-ordination: Famous economist J. B. Say has 
termed entrepreneurship as a function of organizing various modes of production and . 
its proper co-ordination. He looks to entrepreneur as an "efficient organizer". According 
to him an entrepreneur is an important component of economic activity who organizes 

· all resources of production. He is ari economic agent who produce's socially useft;I 
goods through proper and effective co-ordination of various means of production 
such as land, labour and capital etc. • 

(3) Managerial SI.ill: B. F. H~iles has considered 'managerial skill' as an important 
aspect of-entrepreneur. He attaches no ~ignificance to finance as-an important element 
for 1he success of business. Famous economist J. S. Mill hold similar view. He 
considers 'inspection'., 'control' and 'direction' as an important element of an 
entrepreneur. According to him besides risk bearing capacity, the direction to run and 
operate an organization arid people. plays an important role. The quality of direction is 
importal)t for the success of a business establishment. According to Marshall, 
entrepreneurship is the managerial work to bear risk, bring in labour and capital," 
initiate and execute plans. Accepting entrepreneurship as the quality to bear risk and 
managing various means of production, he said that an entrepreneur after establishing 
1he organization acts as a courageous manager. 

(4) Organization Building Ability: Fredrick Harbison considers 'creative leadership' 
and 'organization building ability' as an important aspect of entrepreneur and terms it 
as a most significant base ofindustrial development. According lo him, entrc.;,reneursbip 
is ihe leadership quality, which facilitates 1he development of establishments' resources, 
increases and develops the eft1ciency of human resources, brings in innovative ideas 
and wi1h a coordinated effort increases the profitability of the business. With effective 
leadership quality and innovative ideas he infuses more efficiency in the existing human 
resources. He opines 1hat creativity brings in innovative ideas and leadership quality, 
translates 1hose ideas into economic prosperity. Establishment of any business in 
absence of innovative ideas. can never become a base for economic prosperity" and 
development. In other words entrepreneur besides being innovative should also have 
1he quality of a good leader and better administrator. Through leadership, better 
administration and creative innovative i<'~as he can achieye 1he goal and make the 
establishment a success. 

(5) Innovative Ability: Entrepreneurship is a dynamic activity. Entrepreneurs thrive on 
. changes in the environment. Schumpeter considers him as an agent of change, a 
product of environment and a schemer of innovative ideas. It is an innovative activity 
since it involves doing things in a better way and by a new .method. Innovation may 
take several forms such as a new method of production, a new product, a new 
market, a new distribution system, new opportunities, new techniques, a new source 
of raw material etc. Flexibility and change is the hallmark of a successful entrepreneur. 

( 6) Group level Reactiveness: F. W. Young denying pers~nal ability and qualification 
as an important factor for development and progress of an enterprise says, " 
entrepreneurship can never be a personal quality". He lays emphasis on group level 

. reactiveness and opines that entrepreneurship is the result of collective q11d group 
level reactivity. Thus it is clear that entrepreneurship is not a personal quality of an 
individual but is a result of reactive capacity for social equanimity. · 

(1) Capacity of Higll Achievement: Mclliland has accepted entrepreneur as a 
psychological inspiration and not as an accidental behavior, which is inherent in every 
individual. The inspiration of high achievement brings qualitative behaviourial change 
in human beings and makes him a successful and result oriented entrepreneur. 

(8) Means of Social Change: Entrepreneurs acts as an important tool of social change. 
Modem inventions and scientific outlook reduces and helps in mitigating traditional 

. beliefs. Entrepreneurship brings in transformation in peoples outlook. Society enters 
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into the new environ of hard work and enterprising activities. Education and knowledge 
spreads. As a result society discards outdated traditional, conservative approach to 
embark on new, lively, result oriented scientific culture. 

(9) Mi_11imise Socio-;Economic Problems: With the establishment of more and more 
industries and increase in commercial activities many existing economic and social 
problems of the urban areas such as class conflict, social crimes, increase in refugee 
camps, slums, impure environment etc. can be effectively addressed. Many social · 
evils prevailing in rural areas such as dowry, drunkenness, drug addiction etc. can be 
reduced and people's 'attention inay be diverted to· gaving, capital formation aJ?.d 
productive use. 

(10) Eslablisbing Self-sufficient Society: It is possible to establis~ self-sufficient and 
self-reliant society by bringing in productive revolution in the country. A developed· 
and educated entrepreneur by increasing lhe productivity of an enterprise can contribute 
both in fulfilling the needs of the community and increasing the export of materials 
and services. People's standard ofiivingwould improve with the increase in employment 
and productivity. This will significantly help in saving, capital fmmation and a mark 
reduction in import of goods and services. This in tum helps in fulfilling the dream of 

· establishing a self-reliant and self-sufficient society. · · 

This elaborarely explains that entrepreneurship has a significant role to play in developing 
country like lndia. · 

Role of Entrepreneurship in Economic Development 

No country in the world can achieve planned and rapid economic development without 
the growth of entrepreneurship. Entrepreneurship is the backbone of economic development. 
Entrepreneurs carry out a number of functions, which are extremely extensive and vital. 
Thus it is important to know, what is the role of entrepreneurship in economic development? 
Ecooomists differ in their opinion. We will analyze the views of various economists on the 
subject elaborately. 

(i) Classical Ideology: Renowned economist Adam Smith considered, "Economic 
Development" as the basis of people's quality of saving and distribution. According to 
him the capacity to save depends on the productivity of the workers, which is the 
result of efficiency of workers and division of labour. Allam Smith in his book 
advocated the creation of capital or capital formation as the chief element of economic 
development. David Ricardo has acknowledged only three elements labour, capital 
anl:l wealth as the important tool of economic development. He considered 'Profit' 
important device of saving which in the end becomes significant in capital formation. 

Among the classical economists J.B. Say was the first such economist who recognized 
to consider entrepreneur as an important factor in the process of economic 
development. According to him it is the entrepreneur who combines various factors 
of production inlo a unit of production and transfers economic resources from low 
productivity area lo higb productivity area where more profit is earned. 

Thus we find that classical economists were unanimous in their views .. They hardly 
give entreprentiur an important role in the process of economic development. The 
process of economic development was self accelerating and self-controlled .. 

(ii) Modern Ideology: In the past few decades the economists all over the world have 
recognized the important role the entrepreneurs play in tne industrial and economic 
development of a nation. The achievement of Entrepreneurs of developed countries 
attracted the attention of undeveloped countries. Under developed nations in recent 
years have cautiously focused their attention to the development of entrepreneurs 
inspired by the great contnlJutious made by entrepreneurs of advanced nations. Thus 
it has become crystal clear that only the entrepreneurs can accelerate the pace of 



economic progress by optimum utilization. of available natural resources of the nation 
e.g. labour, capital and technology. 

Most of the modem economists are of the opinion that entrepreneurs are the backbone 
of economic development. Schumpeter advocated that innovative entrepreneur put 
science and technology to economic utility, which becomes the corner stone of 
industrialization. Parson and Smellser were of the view that entrepreneur and capital 
are the two distinct ingredients of economic development. 

Harbin suggests that entrepreneur is the main driving force of any enterprise. The role 
of entrepreneur depen,ds on the-economic system in practice in a.country, available physical 
and human resources, prevailing industrial, economic condition, political system, social values 
etc. The socio-economic condition of a country reflects the kind of entrepreneurs will grow 
in that country, where the opportunities of development are immense, the contribution of an 
entrepreneur would be manifold. Tii an undeveloped economy where capital, trained 
manpower, skilled labour force and infrastructure of development are of poor quality, there 
is always a dearth of innovative entrepreneurship. Such country will be a breeding ground 
for only lazy, imitative, cautious and calculative entrepreneurs. Dearth of capital, technology 
and undeveloped market results in establishment of small cottage industry in bac'kward and 
undeveloped country. 

With an objective to accelerate the pace of growth the government of undeveloped 
countries generally motivate small entrepreneurs by offering them various incentives in the 
form of tax cuts, availability of funds at low rate of interest etc. In our own country 
government is helping and promoting small and cottage industries. Government through 
various schernes·has focused its attention to increase the productivity of labour force by 
:imparting technical training, providing various types of socio-economic amenities. It is through 
educating and motivating people to start industry in rural, semi-rural areas both at individual 
as well as co-operative level, for the diversification of economic base economic imbalances 
of various regions can be abridged. · 

Ralph Horwitz is right in saying that as a man perishes without an idea so an industry 
or economy stagnates without entrepreneurs. Various elements such as natural resources, 
saving, capital formation, income, technology, social condition etc. contribute significantly. 
In the absence of entrepreneur all these factors of production remain unproductive and 
lifeless. According to Drucker, " Only entrepreneurs tum all these sources and factors of 
production into resources and convert it in the form of new products which has utility 
value. Thus an entrepreneur is not an independent and important source of production but is 
the father of all economic activity and development. 

1. 

2. 

Important Questions for Examination 

Discuss the major types of Entrepreneurship? 

Explain the patterns of Business Entrepreneurship? 

3. Discuss the role of Entrepreneurship in present scenario? 

4. • Entrepreneurship is not a personality trait, but a behaviour'. Discuss. 

5. Entrepreneµrship is created by environment. Discuss. 

6. Discuss the role of Entrepreneurship in economic development. 

7. What is meant by Entrepreneurship? Analyse the various views put by different 
proponents regarding iL~ meaning. 

8. Discuss the old and new concept of Entrepreneurship. 

9. Write a note on "Entrepreneurship Development''. 

10. Discuss in detail the various theories of development of Entrepreneurship. 
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3 
FORMATION OF GOALS- PROBLEMS & SOLUTION 

In the present modern times a person fixes a definite goal prior to performing of any 
work. Work executed without any objective leads us nowhere.Ju fact doing work aimlessly 
deviates us from reaching a goal. It is also meaningless and absurd too to aimlessly perform 
any work Motivation is an important element of development and expansion of industry. 
Inspired hy the reward of attaining tbe de;ired result each. entrepreneur aspire for high 
achievement and work with dedication. He puts his heart out and carries out his responsibilities 
with sincerity so that he should be proud of his achievements. The motivation of 
accomplishing the desired result becomes the foundation stone for his all round development. 
An entrepreneur does not merely work to earn profit hut he struggles for achieving higher 
goals and earn commercia( prestige and reputation. 

Thus it is imperative for an entrepreneur to make his entry into the industrial world 
only after determining a target or goal for his enterprise. Goals can be related with production 
or service or profit. If an entrepreneur determines a target he remains. intimately self-motivated 
to accomplish it and makes constructive efforts. Result oriented plans can easily be formulated 
after setting proper targets for the enterprise. 

Meaning of Goal 

Entrepreneurship is a process of economic and commercial activity performed by 
entrepreneurs for defmite lar!,>et or goal. An entrepreneur carries out various functions right . 
from the establishment of an enterprise to operation, management and expansion of an 
enterprise, _aiming to reach the desired goal. 

Thus it can rightly be said that Target' is that desired goal in the field of entrepreneurship 
that governs and guides all the entrepreneurial activities. Entrepreneur focuses his attention 
and continuously makes combined effort.~ to achievt: the desired goal, 

Definition of Goals 

The views of eminent scholars on Goal is given below:

(!) Louis A. Allen - "Goals I Target means the final result". 

(2) Kuntz and 0' Donel have defined target as the fmal or end point of all managerial 
activities. Thus it is clear that Targe{I Goal is an entrepreneurial activity by which an 
entrepreneur manages and operates all business activities according to the common 
objectives of the business enterprise utilizing effectively all the available resources by 
;.,hich pre-determined goals are achieved. · 

Concept of Goals 

Strategy begins with management process mission and target detennination. Exercise 
on target determination starts once the "Mission Description" is decided at Board level. 
Target or Goals are those fundamental schemes or plans, which directs all the activities of 
the establishment towards attainment of final results. 

In other words, Goals or Targeis are final results for whose attairunent all the activities 
of an organization is performed. AIi tbe efforts of the Board go haywire in absence of 
definite goals. 

According to Peter F. Drucker, "Target is a. necessary tqol for the operation of an 
Industrial undertaking in various imponant fields. ln its absence the very ambitious plans of 
management would be immaterial as it will be devoid of a definite pre-conceived direction.". 



Eminent scholar Broom says, ''Targets can be defined as the future behavioral activities". . · Entrepr,nem.,1h/p o,.,,1upm,,;; 
· According to him some Goals may be unachievable but each organization is established to 

achieve a set goat It is. not necessary that any establishment should have any one goal. In 
practice each organization has multiple goals, which can be at. individual level, organization 
level or office level. 

Importance of Goal Setting · NOTES 

Goal setting is the base ofsuccess of all types of managerial activities ofany ~nterprise . 
. All the efforts of various departments of the organization ~'1lliiins directed to accomplish the 
target set by it. It is necessary for every individual to be acquainted with goals of the 
undertaking. Once these goals are determined then following benefits can be derived by it. 

. l. Goal determination is helpful in decision-making; once the goals are determined the 
decision making exercise of the management becomes easier. In other words we can 
say that, management after setting the target easily takes many complex decisions. 

2. Goal setting provides a.base for long term employment policy of an ente,prise. 

3. Goal setting provides permanency to decentra!i,r,ed decision-making power of the 
officials of the company. · 

4. · Goals provide a definite base for work to the 'employees of the organization. This 
generates interests in employee for work and they feel their importance._ 

5. Goal setting brings··al] round reform in the organization. Goals provide necessary 
guidelines, which the management desires lo pursue. According to Sherwin, "Goal 
setting brings reforms in the operation of an enterprise; bring improvement in individual 
achievement and enhances the complete control over the organization", 

6. Goal lessens ambiguity in the organization, directs the efforts to goals and provides 
solution to many.peculiar problems. 

7. Goals help in individuals to recogni,r,e the scope of their functions and make them 
aware about the management's efforts. By goal setting they can ascertain ihe differences 
between the two. At the same time they ·can focus their attention, time, effort and 
resources towards important areas. 

8, Reaffmnation of goals provides sense of achievement. 

9. Goals help in individual development as it offers opportunities to face new challenges, 
learn and experience new things. 

I 0. Goal helps in exercising control over the organization. When an individual deviates 
. from the pre determined goals of the organization, it gives sanction to enhance control 

over them. 

11. . Goalis an importanttool of measuring work implementation. It provides clear evidence 
to exercise control. The majority accepts these evidences. 

According ro Peter R Drucker, "Goals bring in organizational and individual refomis 
. and provide clean evidence to enhance control". 

Main Characteristics of Effective Goals 
I . Specific: Effective goals are specific. It clearly indicates what has been desired between 

quantity and quality and by what time the work would be completed. The rese.arch 
works have proved that definite goals have achieved higher results. 

2. Acceptance: Specific goals are generally accepted by individuals. Their acceptance 
_can furtlier be enhanced by providing more information and increasing their power of 

. underst'llnding. Mooager generally gets acceptance of the individuals in goals_ setting 
by peoples partic1pallon and the faith of subordinates in their managers, make ihe · 
acceptance of goal setting task much more easier. 19 
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3. 

4. 

Effective goals incorporate in it-self the important regulations oft.he jobs. Individuals 
work more in those areas in which goals have been decided. Hence it is necessary to 
fix goals in all areas of work implementation. 

Re-evaluation of effective goals with feedback; Continuous re-evaluation and 
feedback makes task of achieving.effective goals easier. Feedback enables us to 
measure the effective goals and priorities according to the detennined goals. 

5. Challenging but realistic: Effective goals are challenging in nature but realistic. 
Good and efficient manager puts stress on development of goals which are achievable 
with existing resources and does not dwell on lofty ideas which are unachievable. 

Process of Goal Setting: 

Goal setting is a complex and important procedure as it ensures the success of an 
enterprise. Management of all activities, carried out by an entrepreneur is done according to 
the pre-detennined goals. Following are the procedures adopted for determining the goals. 

(a) Motivation to attain the Goal: "Profit0 is the major element, which motivates an 
entrepreneur towards entrepreneurship. Entrepreneur indul,ges in business activities 
because it• generates regular income along with employment. In fact entrepreneurship 
and profit are both complementary to each other. 

Entrepreneurs are motivated to attain goals for "Profits". Entrepreneurs urge for profit 
is necessitated for the long-term operation for their commercial units, for the growth 
of the industry and expansion of the existing ·units. Besides profit, innovations and 
expansion of commercial activities motivates entrepreneurs to set targets. Creativeness 
of the customers also inspires the entrepreneurs to determine targets. 

(b) Goal Setting: Entrepreneurs determine the target soon after the establishment of the 
enterprise. Goal setting, in the present era of increasing cut throat competition, large 
scale production, development of new technology, changing methods of production 
and too much influence oflabour organi7ations / labour unions makes it very complex 
and difficult affair. 

According to Allen, a connnercial institution can determine targets in various field of 
activities aceoniing to the following nonns. 

(i) Determining the Objectives of the Organization: Entrepreneur first decides 
about the objectives of the organization. These objectives should be of wide 
ramifications, well coordinated to fulfill both long-term and short-term needs. 
Services of professional is desired while setting such objectives. Profitability, 
status of distribution, productivity, nature of product, personnel management, 
social responsibilities etc. are decided under this programme. 

(ii) Time bound determination of Objectives: After resolving the general aims 
and objectives, the organization's short and long term objectives are decided. 
Under this full coordination is required to meet both objectives. 

(fu1 Division of Objectives: Under this entrepreneur divides the objectives at unit 
level, individual level and developmental level. These objectives are settled in 
the form of implementation. These objectives of the organization are realized. 

(iv) Periodical Seminars: It is essential for the success of goal setting that periodical 
seminars and symposiums be organized between seniors and subordinates from 
time to time. Through this medium the subordinates get necessary information 
about the commercial objectives, while the seniors, managers and entrepreneurs 
become aware of the difficulties faced by subordinates. Seminars also help in 
establishing cordial relationship between entrepreneurs and employees. 



(c) Challenges: Entrepreneurs face various kinds of challenges during the course of 
setting commercial goals, These challenges sometimes create obstacle in tbe 
development of an enterprise, 

(i) Internal Challenges: Internal Chall~nges consist offu.ulty selection of targets . 
based on wrong information, faulty employment, imperfoctmanagement, 
defective production, insufficient production, capital shortage, ·excess 

production, shortage of labour force, desertion and mass migration of workers, 
lack of training, absence of motivation etc, 

Entrepreneurs encounter, lot of difficulties while implementing development 
plans of the enterprise. Entrepreneur overcomes these challenges with great 
courage, 

(ii} External Challenges: External Challenges comprise absence of basic 
infrastructure facilities such as water, electricity, power; transportation, 
telecommunication facilities, banks and fmancial institutions etc. non availability 
ofsufficient capital, loan facilities, irreguh1r raw material supply, Jack of proper 
inspection facilities, problem in the application of modem technology, problems 
of distributions, rigid government policies, excessive rate of taxation, corruption 
in government departments etc, are other external challenges, 

Entrepreneurs must take stock of these challenges while form~lating targets. 
and find ways and means to overcome these challenges. 

(1) Stability in Market: Entrepreneur is required to take stock of the market 
condition before producing any article. He must fiod out whether the demand 
of the produce is sutble or not, whether it is dependent or seasonal fluctuation. 

(2) Awareness about Competition: Entrepreneur should be aware of the prevailing 
competition in the market for the produced item. He must have thorough 
knowledge whether the produced item would remain in demand for a long 
time in the competitive rr>.arket conditions. 

(3) Knowledge of risk involved in Production Process: Entrepreneur should be 
fully aware about the risk involved in the production process before setting 
production goal of the product. He must ensure that the technique should be 
easy and fuasible. 

( 4} A knowledge of Government Regulations: He should be fully conver,;ant 
with the existing rules, regulations and control of the government/or the produce 
before deciding production target He can consult legal experts and take their 
opinions in this regard. 

(5) Study about the demand of the Product: Prior to deciding production target, 
a thorough survey should be carried out to ascertain the demand of the product , 
He must study whether the demand of the product is permanent or seasonal. 
He should also have a good knowledge about the fluctuations in the demand 
for the product. 

(6) Study about Cost of Production, Price and Profit: He must analyze the cost 
of production, price and ratio of profit before deciding the production target 

Thus we see that entrepreneurs face numerous challenges of market conditions, 
competition, pricing technique and method ·of production, demand etc. ,vhile 
setting objectives of the business establishment. 

It is nece5sruy to boldly face the challenges for the success of the enterprise, 
Business challepges and problems can be resolved in the following ways. 

JQ, • -

Entrepr1111eun;ltlp Dewit 

NUIES 

,' -~{: t 
! 

,_. 



·, '.J ,' I 

'' ::1 

· ''1nlrepl't!neurship Development 

l 
l 

' f i 

22,. ' 
~t.i: - ' . = ✓ 

(i) . Well-planned Programmes: To face the day-to-<lay business challenges; a 
well planned business programme is formulated, which .addresses problems 
easily. · 

• 
• 
• 

• 

Money is borrowed at low rate of interest and ·on easy tenns . 

Ensure regular supply of good quality raw material at competitive prices . 

Trained ano experienced workers be employed in the business. Training 
to be imparted to the untrained and unskilled workers. 

Necessary industrial infrastructure should exist near the industrial 
establishment. Industrial units be ,'.,tablished in such places where proper 
industrial infrastructure is readily available. 

• New productiouitechnique should be easy and feasible. 

• High quality modem machines and tools be used in producti~n to maintain 
quality of the product Only through application o.f modem tools; the 
target of best product at low cost can be realized. 

(ii) Product Planning: Product planning depends on the following elements. 

• Availability of technical know-how. 

• Technical knowledge of the entrepreneur. 

• Managerial Qualifications. 

• Availability of infrastructure. For this a sufficient industrial guidance 
can be preferred. 

(iii) Technical Knowledge: The work can be done in a numerous ways but the 
best work is done by only one method. We should adopt such techniques, 
which gives high quality product al zero cost. For this, only trained and skiiled 
persons be employed. 

(iv) Human Resource Management: Selection of right person for the right work 
increases the efficiency of the enterprise. ·work oriented training should be 
imparted to the employees to increase productivity. Through proper manpower 
resource pla.nning, we can increase the efficiency of an enterprise. 

( v) Market Study: The problem of distribution creates great challenge in the way 
of development of entrepreneurship. In fact, the business market is infested 
with numerous risks. A successful entrepreneur overcomes all the challenges 
by forrnulating full proof strategy to ensure the success of the enterprise. 

(d) Creativity: After detailed study of the problems, challenges, obstacles and analysis 
of the prevailing market conditions with regard to deciding the objectives, the 
entrepreneurs discharge many duties, implement various decisions, function under 
extremely odd situations in the process of establislunent of the enterprise. All these 
functions are covered under creativity. Howeyer, scholars differ in their opinion and 
define creativity differently. 

The Entrepreneur should be Self~onrldent: An ideal entrepreneur has to bear certain 
inherent risk involved in business to function independently. Hence self-confidence is required 
to manage the enterprise effectively. Self-confidence means belief in one self. The entrepreneur, 
who docs not have self-confidence can not utilize their qual1ficiltion and capabilities to the 
full extent. In spite of having higher qualifications and capabilities they are always fearful. 
Due to want of self-confidence they prove to be failures in all spheres. The entrepreneur, 
who have self-confidence get success in all fields. Hence self-confidence is called the key to 
success. 



. A person, who manages and run his business with self-confidence, has good :Scope 
for success. Moreover they encourage their subordinates and enhance their confidence 
level. He takes initiative; remain committed to the cause, enthusiasticaliy comes forward to 
find solutions to the problems. Self-confident persons are always positive in their approach 
and sincerely strive to get desired results. 

Following suggestions can help an entrepreneur to boost his self-confidence leveL 

• Training and workshops should be organized to impart basic knowledge to the _ · 
entrepreneur. 

• Entrepreneur may take the assistance of professional in Project Planning, Design, · 
Production Techniques etc. to update their knowledge. 

• Entrepreneur should makt; effort to find solution to the problem by his own 
self. 

• Entrepreneur should keep positive attitude towards work. 

• Entrepreneur should keep on updating his knowledge about_ latest know-how 
innovations and research. 

• Entrepreneurs should give due importance to his subordinates and learn to 
appreciate their work and associate them in various decision making process. 

Important Questions for Examination 

1. What is the meaning of Goals? 

2. What are the sources of achievements of Goals? 

3. Point out the challenges for goal detennination? 

4. Defme 'goals'. Discuss the process of determination of goals? 

5. What do you rriean by 'goals'? Discuss its concept and importance. 

6. Define 'goals' and explain its characteristics. 

7. Describe the process of"goal setting". Explain the challenges of goal setting. 

8. . Point out the problems of"goal determination" and explain its solution . 

••• 
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MOTIVATION 

The function of management is to get the work completed by the effort of other 
people. But to get the work done by others depend on the fact, whether the person is 
mentally ready to perform the work? But for the employer that person has no importance as 
long as he does not utili,-,es his full potentials for the development of the undertaking. Sometimes 
employers are required to motivate the employees to make him ready for the work. This 
approach in management science is known as 'Motivation'. 

'Motivation' has been derived from the word 'Motive', which means Inspiration. There 
' is a motivational force behind all human activities. This motivational power or inspiring 

force is the expression of his needs and desires. This power governs the behavior of an 
individual and either it inspires him or desist or prevents him from performing a certain 
function. Thus motivation is the act of awakening this inspiring force in an individual. 

Motivation System 

Motivation is basically a psychological process. It is a hypothetical fact, whose application 

. explains the behaviour of an individual and te!ls us that an inspiring force remains inherently 
present in every individual and a person performs any acts inspired by that governing force. 
Motivational factor is that internal condition, which prompts a person to act and continues 
till he does not realizes his goal. With the achievement of goal, the needs or wants of the 
pe,son get satisfied and the process of motivation gets completed. As the chief function of 
the manager is to take work from others, arouse desire for work in him hence it becomes 

essential for him to have knowledge of the process of motivation to guide his activity in a 
desired direction. ' 

Concept and Def"mitions of Motivation 

Scholars hold different views about motivation. The following definitions help in clearing 

the concept of motivation. 

( 1) According to Koontz and 0' Donnell' 'Motivation is a general term applying to the 
entire class of drives, desires, needs, wishes and similar forces'. 

(2) Jucious and Schlender says 'Motivation is the process of stimulus and response'. 

(3) Mondy, Holmes and Flippo believes that, ~fotivation is a process of influencing or 
stimulating a person to take action that will accomplish a desired goal.' 

(4) According to Thomas W. Harrel, 'Motivation is a state of tension which can be 

relieved by some incentives'. 

· (5) Michael J. JucioUJl states, 'Motivation is the act of stimulating some one or oneself 
to get a desired course of action, to push the right button to get a desired reaction. 

( 6) Bedeian R. Glueck remarks, 'Motivation means, the will to perform, refers to 
behavior which is directed towards specific outcomes.' 

(7) Stanley Vance says, 'Motivation means any emotion or desire which so conditions 

one's wi!l that one is propelled into action.' 

The above definition makes .it clear that motivation is that stimulating force which 
inspires employees of an undertaktng working at different position to give their best collectively 
for the betterment of the institution. 



Nature or Characteristics of Motivation 

Motivation is a Process: Every individual has some wants, keeping in mind these 
wants; managers provide some incentives, which motivates .employees to work more and 
the workers are able to fulfill their needs / wants by those incentives. 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

Following are the chief characteristics of motivation-. 

Motivation is inherent in every individual. 

Motivation affects a l?erson in totality and not in part. 

Motivation is a co_ntinuous process. 

Motivation satisfies wants / needs of individuals. 

Motivation can both be economic or uneconomic. 

Targets or goals give direction to motivation.• 

Motivation: is both cause and result of satisfaction. " 

External forces too motivate the personality of an individual. 

Motivation is a power; which propels one to action. 

Motivation is an explanation, control and direction of human behavior. 

The base of motivation is wants/ needs. As wants keep on changing with time, place 
and situation, so the nature of motivation too keep on changing. 

Satisfaction of needs lessens the power of motivation. 

Pnr11ose and Importance or Motivation 

In any undertaking there are two important methods of increasing labour productivity: 
. (I) Technological development and automation and (2) Labour motivation. But motivation 
of labour is more important between the two because only a motivated labour force can give 
maximum output from an advanced and modern technology as optimum utilization of 
machinery and technology depends on Jab.our. If there prevails labour unrest in an organiz.ation 
then modern machine, equipments and technologies cannot produce goods and services 
alone, on their own. In modern days the importance of ingredients have increased manifold 
in industrial undertakings. Following benefits can be derived from motivating staff and 
workers. 

2. 

Co-operation in realizing Organizational Objectives: Motivation helps in realizing 
the target and the objectives of an organization. Through motivation employees are 
ingpired to perfonn those work, which fulfills organizational goals and objectives. 
Managers perform various activities to realize organizational objectives and get the 
various works done through others. Motivation is necessary for systemic performance 
of work. 

Create Interest and Enthusiasm towards Work: Interest and enthusiasm towards 
work can be created among the employees by motivation. In absence of motivation 
employees will show little inclination towards work, which will bring obstacle in 
realizing organizational objectives of getting maximum output from minimum inp.ut. 

3. Satisfaction from the Work: Motivation plays important role in providing employees 
satisfaction from the work. Motivated and inspired work foree, work with dedication 

· and enthusiasm. He experiences delight and satisfaction from work. ' 

4. C!Hlperative Behavior: Employees besides co-operating wilh the management also 
display co-operative attitude with fellow workers. This creates an ·w!'fking atmosphere 
in the organization. Motivated employees give their fultco 0 opera6i,,i,to management 

-in•meeting their objectives and plans. ' · 

5. Harmonious Management-Employee Relationship: Motivation acts as a medium· 
of bringing employees closer to management, which helps in developing hannonious 
reiations between them. Motivation help· h increasing production as well as enhancing 

NmES 



. satisfaction level of employees and helps in developing good labour management 

. .' relationship. 

Evolution of good Human Relationship: In the age in which democratic principles 
and values of equality getpreeed_ence, it becomes imperative to fulfill the psychqlogical 
and social needs of individual employees through motivation. ·The employees expect 
individual recognition. and humane behavior: Thus, motiv~tion c~mmences the stait 
of good human relations. · · 

7.. Boost in Morale: Motivation boosts the morale of the employees. High morale 
strengthens the desire to work. During the motivation process· when the individual 
social and psychological needs of the employees get fulfilled, their atiention is focused 
towards work. They bring efficiency and quality in their work. Toe management can 
utilize capacity and capability of an employee to the maximum level through motivation. 

8. F:ulfillment of Employees Needs: Toe physical, social and psychological needs of 
the·employees can be effectively addressed with the help of motivation. Motivation is 
only possible and effective when the basic needs of the person are satisfacton!y 
. satisfied. 

9. Utilization of Human Resources: Through motivation the human resources of an 
enterprise can be optimally utilized. By developing the inner quality, capacity and 
·talent of each employee through motivation, their caliber can be effectively utilized 
for the benefits of the organization. 

10. Establishment of Industrial Democracy: By employee's motivation one can 
strengthen the root of industrial democracy in an establishment. In the motivational 
process employees suggestion in managerial decision makL,ig and their participation 
are encouraged, which promotes induslrial democracy. · 

11. Prevents Migration of Workers: Motivation contributes significantly in preventing 
large-scale migration of skilled and unskilled labour force. Through motivation their 
just demands are properly addressed and their services ·are retained for a long time. 

12. Helps in introduction of Reforms: 'The worki:tJ.g class generally abhors change in 
any form, even though the. reforms are beneficial to them. Through sharing of 
knowledge, information and irnparti10g training to the employees their opposition to 
the reforms can be· lessened. · · 

Elements of A Sound Motivation System 

It is extremely necessary to have a powerful motivation system to motivate the 
employees. If motivational system is not strong then the objective ofinotivation cannot be 
realized. Hence formulation of moiivational plans. should be done cautiously after proper 
consideration. Following elements are necessary for a sound motivation system. 

I. Productive System: Motivational system should be productive. Here productive 
implies that the system must continue to inspire employees effectively to enhance 
their interest towards the work. · 

2. Competition: Motivation system inust have the element of competition so that it can · 
prove to be the best in comparison to motivation that exists in other organization. 

3. ·comprehensive: Motivation system should also include the element of 
comprehensiveness. Motivation system must have the competence to satisfy ihe various 
needs of employees. 

/4. Flexibility: Motivation system must possess the attribute of flexibility so that its 
utility remains constanr even in changed situations. 

5. Permanency: Motivation must include the attribute of permanency" Provisional 
motivation has limited effect. 



6. Continuity: Motivation system should be continuous because the needs of the people· 
keep on changing whose fulfilhnent would be possible only by continuous motivation. 

7. . Based on Standards: Motivation system should be based on proper standard or : 
. measure. 

8. Mirnir. orthe Undertaking: Motivation system should be such that it should.be ' 

reflecting the goals, ideology and objectives of the undertaking.. 

9. . Simple: Motivation system should be simple enough so that it could be easily 
implemented. · · · 

Hl. Understandable: Motivation system should be such that all the employees could 
easily understand it.. 

I I. Related with efforts: Motivation system should be related with the efforts of the 
employees. · 

12. Judicious: Motivation system should be judicious one. It should not do injustice 
with any section, class or category of employee. 

13. Based on Principles: Motivation system should be.pased on certain principles. 

14. Increase Prestige: Motivation system should be consistent to increase the prestige 
and reputation of the undertaking. 

15. Efilclency of the Employees: Motivation system should be adequate enough to 
increase, enhance and boost the efficiency, productivity, morale and competency of 
!;he employees. 

· I 6. Financial Burden: Motivation system should not be such that it unnecessarily increase 
the financial burden on the establishment. 

17. Healthy Competition: Motivation system should be adequately desigoed to develop 
healthy competition among the' employees. 

Types or Methods of Motivation 

An organization can practice different motivational systems to motivate its employees. 
, Following are the_ important methods or kinds of motivation. 

(i) · Positive and Negative motivation: Positive motivation implies such motivational 
methods by which an organization offers some benefits, monetary or promotional 
advantage or increases their power and responsibilities to its working employees. 
This enhances !he morale of the workers and they work with dedication to achieve 
the goals and objectives of the organization. 

This includes (I) Appreciation and felicitation, (2) Security to their service and assured 
increase, (3) Opportunities of promotion, (4) Good working condition, (5) Giving 
suggestion to improve their work efficiency, ( 6) To show individual interest in the 
person, (7) To give honour to their work, (8) Increment in the wages and Perks, (9) 
Increase in co-operation and Participation, ( 10) Sharing of important and crucial 
information, (II) To delegate more rights and responsibilities and (I 2) To organize 
competition to test !heir indhi.dual merit and provide recognition accordingly. 

Negative motivations imply application of such motivational tactics such as 
. punishment and threat and induce or compel the working employee to i,>ive more 

work pr output. The motto behind this method lies with the fact that employees do 
· not want to work by themselves hence by application of threat and punishment they 

will be compelled to work more. 

This method includes (I) Threat of termination from job, (2) Termination of certain 
facilities provided earlier, (3) Harsh and rough treatment, (4) Demotion, (5) ('.u, ;,,L~ 
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wages or wage cut, (6) Forced leave, (7) With held salary increment, (8) Threatening 
and (9) ignoring the employees. 

· (ii) Individual and Group Motivation: Individual motivation means such motivational 
practice by which an individual is particularly identified and motivated to work. As a 
result with the increase in the efficiency of the person, the organizational objectives 
are realized. This includes. 1\ 

Tl) Appreciation, (2) Promotion, (3) Security to service and Income, (4) Wage 
increment, (5j Increasing. their powers and responsibility ru,d (6) suggestion and 
participation. 

In-group motivation such methods are adopted by which all the working employ~s 
become its beneficiary as a result they are induced to work with dedication. Tiris also 
bridges the gap between_ employer and employees, management.and employees, 
employees and employees. This also lessens conflict, differences and reduces 
supervision cost This method includes · 

(1) Bonus, (2) Welfare activities, (3) Profit sharing, (4) Grciup'prizes·and (5) special 
annual increments. · 

(iii) Internal and External Motivation: foternal motivation methods are those benefits 
which employees receive during their timns of employment and get inspired lo work. 
This include. 

(1) Recognition (2) Felicitation-Appreciation, (3) Promotion and (4) increase in power 
and responsibility. 

External motivation in1plies ·those facilities and benefits, which an employee receives 
after his service such as · 

(1) Retirement benefits .such as gratuity, (2) Health insurance, (3) Pension and (4) 
Earned leaves etc. 

(iv) Financial and Non-financial Motivation: These methods of motivation have its 
own importance in directing the employees to achieve organizational goals. Financial 
motivations are directly related with wealth and income. Salary and wages, Extra 
Bonus, Share in profit, Pension, Insurance benefit, Leave with pay, Medical and 
house rent allowances etc., which increases monetary cost on employers are included 
in financial motivations. 

Non-financial motivation. too has its•own importance along with financial motivation. 
Non- fmancial motivations are such motivations methods, which have no _relation 
with fmance and have no monetary implications. These motivations are psychological, 
these satisfy the io.ternal feelings of an individual. According to Duban, non-financial 
motivations are utopian honour, which enhance the status of an employee and increase 
his position in organizational structure. Following are important non-financial 
motivations. 

(1) Efficient Leadership: Employees heart and trust can be won by providing efficient 
leadership. The efficient leader should show good behavior with the employees. He 
should believe in democratic principles and should not dwell an authoritative measures. 
This inspires and encourages workers to perform to their best. · 

(2) Participation: Participation in crucial decision-making process satisfies the ego of 
the employees, which is not possible to get from the financial motivation. Hence by 
increasing employee's participlj-tion, igvitipg their .suggestions and opinions, the 
productivity of the employees can be increased to a s.nbstantial extent. 

(3) Goals: Each effort done is inspired by some achievable definite goals. Hence it is 
essential to make the employees aware about the goals of the organization and the 
benefits they would receive after the goals are achieved. 



( 4) . Challenges: Challenges some time increase the capacity of the employees hundred 
• times. Hence management can take advantage of such behavioral aptitude of the 
employees, when necessary. 

( 5) Competition: Employees can be persuaded to work more by making them aware 
. about the competition faced by other commercial units. The spirit of competition 

makes individual effort a group effoh and works, as a great motivating factor for. 
employees. 

(6) Changes: Management can bring in changes in the employees mind-set by self example 
such as good behavior and ideal working conditions. Managers by doing hard work 
themselves, set example to others and would motivate them to work more. 

(7) Security: Providing security can motivate Employees. According Henry Moore, 
security can be of three kinds (I) Job security, (2) Economic security and (3) 
psychological security. 

(8) Admiration: Admiration and praise are the primary weaknesses of every individual. 
Individuals like to be admired in any respect. By admiring their work, one can encourage 
them to work more. 

(9) b1creasing Power and Authority: Employees are inspired to work more with the 
increase· in their power and authority. It works as a catalysl agent. According to 
Edwin. B. Phillips, to execute any work or discharge any duty, delegation of authority 
and responsibilities are essential. It works as an important catalyst and motivates the 
work force. 

( IO; Co-operation·: If proper co-operation is provided to the employees then they are 
encouraged to give more output. Hence management should co-operate with the 
employees. 

(11) Good Working Conditions: Good working conditions and environment facilitates 
employees to give more output. 

(12) Welfare Activitie~: Employees are motivated to give more output ifofficials present · 
v.rious welfare programmes for them. 

(13) 

(14) 

Promotion: Everybody aspire for continuous progress and desires to reach to highest 
post Opportunities of promotion motivate individuals, to give more output. 

Work Satisfaction / Job Satisfaction: Employees are inspired to work more or 
give more output if they get job satisfaction from the work and get the respect from 
the work discharged. 

Thus in conelusion we can say that under the employee motivational methods, financial 
and non- financial motivations have their own importance. In the initial stages financial 
motivations remain very significant but after financial needs of an employee are satisfied, the 
financi.al element loses the motivational power. Hence non-financial motivation !likes its place 
and act as catalyst agent. Thus managers can rely on both these motivation methods and should 
apply those, which suit them most according to the situation and time. 

Motivational Technique 

Motivation is a continuous process, Michael. J. Jucious has divided motivational 
process into four different phases. 

(1) Identification of motivationiil needs: According to Jucious this is the first stage of 
motivational process, in which investigation is made to find out the condition in which 
motivation is needed. At this stage efforts are made to find out the extent at which the 
group and department who need rnotivati,:,n, along with it facts and figures are collected 
about the mode, quantity, time etc. of motivation. 
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En1repreni!urship Developmeni-2, (2) Preparing list of motivational too.ls: After detennining the individual, group and 
departmental motivationar needs, the list· of thos_e tools are pri,pared bx which· 
individuals, group and departments are motivated. The list of those tools-includes all 
the ~ternalive niotivational components and ~Jements. This phase of motivational 
process remains connected with plan formulation beca.use· al diis sJagc motivational 
plans are prepared. NOTES 
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(3) Selee.tion of suitable niotlvatlon and its implementation: According to Jucious 
_this stag~ is the most sensitive and complex phase of motivatio~al process; In fact the 
success of metivational objectives depend on the selection of suitable motivator and 
its proper implementation. Motivational plan should be implemented with great caution. 
Before implementation of these plans, its time, pl~e a..nd procedures need to be decided. . . . . 

(4) Induction:· According to Jucious, at this stage the actual results derived from.the. 
implemented plans are compared with probable or projected-results. In oilier words 
!he "impact of implemented plans are observed and studied. Whether it is producing 
desired result or no.t If it is producing the desired results then to "what extent? If it is 
not producing the desired results then the exercise is done tu know about reasons of 
its failure, what should be the next step to get the desired results. At this stage critical 
analysis of implemented plans are. done and to make it utility oriented; necessary 
amendment, correction and _changes ~ introduced to suit the circums~ces. Thus 
at this sta_ge evaluation of motivational plans are done to formulate mqre effective 
plans for !he future and to streamline its implementation. 

Prof. Keith Davis h~s elaborately described the process of evaluation. According to 
him the motivational process h~s following six stages . 

. (i) . Determination of Objectives: hrthe beginning the managers should decidetheoojective 
of motivation to motivate the workers. In other words the managers should identify the 
circumstances in whjch they are required to offer motivation to the employees. Without· 
the selection of the objectives it will be difficult to choose the method orfype of motivation 
andmeasw:ethe level of motivation required. In the absence of detennination of objectives, 
the managers would be in the dark about the direction ip which the employees have to be 
motivated. 

(ii) · Study about the feelings of the Employees: After deciding the objectives,' the 
managers are required to carry out proper study to understand the feelings, emotion 
arid sentiments of.the employees because the employees cannot be motivated.uuless 
and until their feelings are properly understood, Hence, it is essential to study the 
feelings of the employees prior to the formulation of motivational plans or objectives. 

(iii) Communication: Davis believes that the managers must properly communicate to 
the subordinates about the procedure of motivation. Lack of communication would 
produce undesired results and the plan would fail drastically. Communication doesn't 
mean only making the procedure or contents of mqtivation known to them. But also 
mean addressal of their reservations, reactions and opposition on the basis offeedback. 

(iv) Satisfy the Interest of Both: While formulating the motivational plans managers 
must exercise enough prudence to look after the interest, benefit of both the employees 
and management. In other words at this stage the managers display their competence 
in satisfying both, keeping in mind the organizational objectives and personal interests 
of the employees while formulating the motivational plans. 

(v) Create favorable Condition: Prof. Davis is of the opinion that favorable working 
condition should be created to motivate the employees to meet the organizational 
objectives. For these facilities for imparting proper training and knowledge to 
employees, providing' the stale of the art equipment and tools, good working 



environment must be created to increase.their productivity to bring in .motivation.for 
the work 

(vi) Group Perception: After providing the employees. with favorable condition, ihe 
management should focus towards developing the .group perception among the . 

. employees, says Prof. Davis. The effort and work of each and every employee of 
the oi:gimization must be directed !@wards fulfilling the organizational objectives i.e. 
pre-determined organizational goals. Hence greater importance must be attached to 
the organizational goals, than to the individuals .. · · 

' , . ' ' 

Fadors affecting Motivation ' 
After the study of various principles of ~otivation, question aris~sthat what impornmt 

techniques should be followed by the management for motivating the employees. Keeping in · 
view the same, we can divide the important technique or factors inio two ,broad categories. 

(1) Fin.ancial or Monetary Motivation: e.g. Wages, Bonus, Old age pension etc. 

• (2) Non-Financial Motivations: e.g. Job Guarantee,. Good working conditions, 
Promotions, Participation •in management, (:lood leadership, Building high morale, Job 
satisfaction etc: 

Following are the brief description about the above elements. 

(i) · Financial or Monetary Motivators: More wages or salary and bonus are effective 
motivators for ,a long tenn. Besides Taylor other engineers like Emerson, Grant and 

. others in American industry, Hallies, Rowen and others in British industries practiced 
"motivational wages system", which increased the productivity of the workers 

. substantially. 1n fact financial motivation proves to be more effective as it directly 
satisfies the individuals liveiihood, prestige and honour.related needs. But in d.eveloped 
countries where the employees receive huge amounts as wages and salaries, their 
basic needs have already been taken care off, the monetary in_centive no longer acts 
as a motivator and has virtually lost its effectiveness, \o produce the desired results 
and in such conditions non-monetary incentives prove very effective and are producing 
good results. 

(ii) Non-Financial Motivarors.: ~on-monetary motivators play significant role in increi!Sing 
the efficiency and productivity of the employees because employees derive psychological 

-satisfaction, mental tranquility and energy from the non-financial motivators. These 
' motivators also boost the morale •Of the employees, which in tum increases their 

efficiency and productivity. Following are non-financial motivators, 

(a) Job Security: Employees work with dedication and satisfaction, only where 
they get job security. Employee's work without any fear, which increases their 
productivity. , 

(b) Promotion: By offering opportunities for promotion one can· make the work/ 
job more atl:t'active.' Most people whose basic needs are taken care on; they 
would like take more responsibilities and in such a situation the opportunity of 
getting promotion, acts as an effective motivator. Because promotion generally 
brings propOrtional increase in power, prestige, perks, responsibilities and salary, 
Hence attraction.of promotion acts as a great motivator and individuals are 
compelled to display their skill and efficiency in the present employment to get 
the promotion. 

( c) · Job Satisfaction: An employee is inspired to give his best and do more work 
only when he gets satisfaction from his present job. This comes only when he 
gets respect from the job, suits his temperament and helps in satisfying his 
furnily •responsibilities. Hence it is essential to make his post attractive and 
respectful, Then only his creativity and artistic talent be exploited optimally, 
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· ( d) Participation: Inviting the working employees to participate in crucial decision
making process, which affects them directly is an important method· of 
motivation. As the working employees are more aware about the problems 
regarding the particular job, they can offer fruitful suggestions. Participation 
in decision-making process gives the employees self-satisfaction and they feel 
their importance. This in turn develops faithfulness and loyalty to the 
organization among the employees. ·· 

·· ( e) Working Conditions: Working condition includes good working environment, 
· cleanliness, co-operative attitude of the supervi~rs, impartial distribution of 
work etc. Hence good working conditions enhance or boosts the morale of the 
employees and they are inspired to work more and give more out put. 

(f) Leadership: Effective and dynamic leadership motivates employees to work 
with dedication and faithfulness. Good management raises the morale of the . 
employees. It creates group spirit and maintains friendly relations, which 
motivates them to give their best to the organization. 

(g) Equity in Salary and Reward Distribution: Management should take care to 
properly evaluate the contribution of its employees and should honour and 
reward only the deserving employees. Rewarding wrong person or sycophants 
would produce discouraging results. Equity in salary and reward distribution 
gives satisfaction to employees, which strengthens their loyalty to the 
organization and motivates them to do more w9rk. 

Important Suggestions for Effe£tive Motivation 

Though financial and non-financial incentives motivate employees for giving more 
output but if used in haphazard manner without any wisdom and necessity it won't produce 
desired results. Following facts should he taken care of, while implementing motivational 
plans to make them more effective. 

( 1) Motivational system should be implemented after carrying out thorough study about 
the needs and mind-set of the employees. 

(2) Motivation system should be based on the rules and principles of motivation. 

(3) · Modern realistic and practical viewpoint should be given primary importance in 
motivational system. 

( 4) While giving financial and non-financial motivation following facts should be 'taken 
care of. 

(a) Impartiality must be maintained while giving monetary or financial motivation. 

(b) Financial motivation should be implemented in scientific manner. 

( c) Financial benefits/ motivators must be sufficiently high to give encouragement 
to the employees. 

(d) Financial motivations once introduced should be continued and not scrapped. 

(e) · Both financial and non-financial motivators should be applied simultaneously 
to increase the efficiency and perseverance of the employees. 

(5) Efforts should be made to make the motivational system directly related with the 
productivity. 

( 6) Motivational system should be elastic, flexible and economical and must not put excess 
burden on the organization. It should be conveniently amended. 

(7) Motivational system should be judicious. This will enhance the prestige,reputation of 
the organization and satisfaction level of the employees: 



Important Questions for Examinations 

(I} Define motivation. Is motivation a process? 

(2) What do you mean by motivation? Explain the characteristics and objectives of 
motivation. 

(3) · Discuss the theories of motivation. 

( 4) \Vhat do you understand by motivation? Discuss measures for effective motivation. 

(5) Discuss the importance of non-financial incentives. Describe some of the forms of 
such motivation. 

(6) What is motivation? Descnlie the factors affecting the motivation. 

(7) Explain the meaning and importance of motivation. What should be the major 
characteristics in a sound motivational system? 

(8) What do you mean by Motivation? Discuss the main elements ofa sound m?tivational 
system. 

(9) . What do you understand by motivation? Explain its objectives and characteristics. 

· .(10) What is meant by entrepreneurial modvations? Discuss the components of 
entrepreneurial motivations. 

• •• 

I 
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LEADERSHIP CAPACITY 

Leadership is an essential condition of an establishment. Changing environment 
influences business conditions and hence leadership is required to exercise control over the 
volatile markefsituation. Only.efficient leadership will give suitable direction, makes serious · 
effort to overcome all difficulties to take any industrial unit or business.organization out of 
red, . 

Leadership is a special quality, which is identified or recognized by all. But very few 
can define the leadership correctly. The best and unanµnously acceptable definition is, " To 
get the work dorie or the result from the people is called the leadership". In other words, it 
is a management of people to derive certain goals. This indudes the leader, people and the' 
goal. Thus it is an art to influence people because of which they work voluntarily and work 
with dedication to realize .the goals of the organization. Leadership is. that connection in 
which one individual or leader encourages other people associated with the·goals of the 
organization to work voluntarily, to realize the organizational objectives. Leadership is to gel 
results from the people. 

Leadership is necessll!)' f9r following reasons:-

( 1) For improvement and management Qf the functions of the group. 

(2). For bringing the collective works in proper order. 

(3) To establish healthy relationship among the group. 

(4)· To take first step_ or to initiate action first to raise standard of the group or institution 
or establishment to put it on the top. · 

(5) To provide moral direction to the group. 

(6) To inform and explain the viewpoint of the group to others. 

Meaning or Leadership 

Leadership implies that quality of an individual by which he provides proper.guidance 
to others and manages their activities, In general leadership is that process in which an 
individual rally around himself, his followers and provide them guidance to get the work 

done according to his wilL 

Definition of Leadership 

· . Scholars differ ~-lot over the actual meaning ofleadership. Some believe leadership as 
a special position in the organi?.ation. While some define leadership on the basis of individual · 
qualities that affects others. Various definitions given by scholars prove the above points .. 

(I) 

(2) 

(3) 

According to Mooney and Reley, "Leadership is regarded as that form which the. 
officiais assumes when it enters into process of authority. 

· According to Alvin Goeldner "Leader is a member of a group who is given a certain 
status and exhibits behavior appropriate to the position he occupies." 

According to Robert C Appleby, "Leadership is a source of direction. It is a 9uality 
· to win the confidence of subordinates and motivate them for group objectives- or 

. goals." 
. 



· ( 4) Yardway Tead has defined leadership as a combinatio11 of qualities by which a person · 
gets•hiswork done by others. People willingly agree to work for him·under his 
inlluence." 

(5) According to Louis A. Allen, "A Leader is one who guides and directs other_people. 
A leader gives the efforts of his followers a direction and purpose by influencing their 
behavior." · 

(6) George R. Tetry has d_efined "Leadership as a process ofinfluencing people by 
which they willingly come forward to make e(Tort to realize group objectives." 

(7) Kuntz and 0' Danel; "Leadership is an art or process of influencing people so that 
!hey can willingly strive to realize or- obtain group objective with faith and interest." : 

· (8) According t~ Alfred and Beety, "Leadership is that caliber of an individ~l by which 
he gets the desired work done voluntarily through a group of his subordinates without 
any pressufe11 

· 

Concept of Leadership 

ln general terms the leadership implies th~t special quality ofan individual by which he 
provides guidance to his-subordinates and other people as.well. It is interpersonal proc.edure 
or process by which managers influences the working employces_to realize predetermined 
goals / objectives of an orgamzation. Leadership. promctes voluntary obedient behavior to 
execution of work among the employees. It ex~hanges and inspires them to adopt the habit 

. of performing any duty yoluntarily. 

·A·le~er is !he one, who-.. Ia:,.ows the way, •· shows· the way, • and makes !he way. 

A good leader should he: :· 

• fearless and courageous, • dedtcated, ·•honest 

• 
• 

unbiased,.impartial, 

humble; 

• participative, 

• energetic, 

· • ready to put his viewpoint, 

• powerful 

A good leru:ler should _take care of the interests or benefits.of his gr,:mp ahead of his• 
own personal interests or benefits, A good leader should possess, 

(I) 

(2) 

(3) 

(4) 

• An objective, a goal • A Good communication skill . .. 
• · · Hold-always a positiye and optimistic outlook 

Characteristics of Leadership 

Following are the salient features of effective leadership: 

Good number of followers : One cannot imagine a leader without a number -of 
followers. A good leader has a·large number of followers. The importance and stature 

· of a 'leader grow with the. number of followers he possesses. 

Dynamic process·: Leadership is a dynamic process. The process of leadership' 
continuously goes on in every organization. From the inception to.the culmination of 
business activities the_ process ofleadership continues. 

Active and live relationship: Leaders maintain active.and liveiy relationship with 
his followers. Jn·any field of activities, leaders show initiative ruid guides his followers, 
le_ad !hem and plays an active role. · 

Integrity : lniegrity of a leader extensively influeoces his followers: An honest leader 
is' worshipped like a God. People are ~er ready -to sacrifice everything for him. A 
le~der of a business concern, whose integrity is Un-doubtable; is aii idealto his workers 
and his e~pl~yees. · · . . " . 
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(5) Unanimity of purpose: Leader and his followers have great unanimity ofp!lrpose. 
'Ibey show great unity in their objectives. Leadership becomes ineffective when leaders 
and his followers work for different goals. 

(6) Full awareness of circumstances: A leader is always aware of the cireumstances 
in which he functions. He is aware of his limitations and strength. 

(7) Credibility : A good leader always perfonns work to fulfill the expectations of his 
followers, To achieve credibility, is to do more than expectations and to do before 
expected time, 

(8) Realistic view point : Leaders possess a realistic view point. In modern days designs 
of products, policies of management, systems of production, systems of marketing 
are changing very rapid! y: A leader must have A to Z knowledge about these and then 
only be can guide his people or followers correctly and lead them to success. 

Types of Leadership 

Lea<rership can be divided into various types depending on the nature of industrial and 
· commercial enterprises. 

(I) D,mocratic Leader: Democratic leader is one who takes.decisions of far reaching 
importance after due consultation from various groups. Rules and policies are framed 
with majority support. 

(2) Autocratic or Authoritarian Leader: In such type of leadership powers are 
centralized. One individual who considers himself the most efficient and capable, 
takes all the decisions. He believes that people are generally lazy and are averse to bear 
regponsibility; hence they prefer to follow and obey the instructions. Thus an autocrat 
takes all the decisions, formulates policies and executes them. He gives the direction 
to his subordinates and gets the work done by them 

(3) Laissez-faire Leader: He is such type ofleader who leaves the group to their own 
fate. The members of the group them-selves set target and solve their problems. 
They educate, train and motivate themselves with their own experiences and .. 
circumstances. 

( 4) Institutional Leader: He is that type of leader who enjoys authority due to his 
position, Such leaders are in better position to influence their followers and subordinates 
as they hold high position in society, 

( 5) Personal Leader: Personal leadership established on personal relationship. Such type 
ofleacler guide, direct and execute the task under their own direct supervision. Such 
leaders are more effective as they remain in_direct touch with their subordinates. 

(6) Impersonal Leader: In big organizations where direcf relations with the top leadership 
are not possible, impersonal leadership takes its.place. All the orders, decisions, policies, 
rules, regulations and programmes are communicated to the last person in black and 
white through subordinates or deputy leaders, Thus impersonal leadership is in vogue 
in large and big business enterprises, which are multinational in nature. 

(7) Functionai Leader: Functional leader are those leaders who command respect of 
his. followers and subordinates due to their knowledge, behavior, efficiency, 
experience and intelligence. They win the trust of their followers because of their 
character and guide them accordingly. 

Functions of Leadership 

Following are generally considered as the chief functions of leadership -

(1) Planning and Direction: The chief function of leadership is to assign target to the 
group and through scientific planning motivate the group members to achieve the 
goals, The leader of the group as a representative of the whole group participates in 
decision-making procedures and co-operates in formulating policies for the 
establishments. He also guides and motivates the members to accomplish the target. 



(2) Motivation and Co-ordination: The second most important function of the leadership · 
is to co-ordinate between various groups and motivates them to work according to 

· their capacity. Thus co-ordination and motivation is the second most important function· 
of the leadership. 

(3) Providing Information and Technical Help: Leadership also provides information 
and technical know-how to the members to achieve results. It gives them technical 
help in times of any difficulty and stands by its members. 

(4) Arranging Rewards and Punishments: Leadership makes arrangement to reward its 
· honest and efficient members and punish those who are inefficient or dead woods. 

(5) Creation of Healthy Atmosphere: Organizational atmosphere influences the working 
of the employees. It is the duty of a leader to create friendly and healthy 
atmosphere in the working place so that employees may be motivated to give more 
time to the establishment and work for its well-being. 

( 6) Promotion and Advancement of Members: One of the important functions of 
leadership is to recognize and understand the ambitions and growth prospects of its 
members. Thus leadership should provide opportunities of growth prospects to its 
members and contribute significantly to satisfy their wishes. 

(7) Securing Co-operation of Subordinates: Leadership must adopt a working style to 
secure the co--0peration and support of its subordinates whole-heartedly. For this he 
can adopt democratic view and must invite their suggestions in managerial decisions. 

(8) Establishing Ideals: Leadership must be impartial, selfless, courageous and bold. 
He must establish ideals so that the subordinates must be willing to immulate. By their 
own good deeds a leader can influence his followers and command their respect. 

Styles of Leadership or Leadership Styles 

The success or failure of an establishment or enterprise depends on the styles of its 
leadership. Hence a big question crops up, what should be the style ofleadership? In reply it 
can be said only that style ofleadership is preferred which successfully handles an enterprise. 
Various managerial experts have advocated various styles ofleadership, the important among 
them are -

(I) Motivational Style: 

Motivational Style of leadership is the most acceptable and widely practiced style of 
leadership. Motivational Style believes in motivating and inspiring the employees through 
various methods. By this method the leader directly motivates his subordinates offering 
them positive opportunities and gets the work done through them. 

(1) Positive Motivation: Positive motivation implies monetary and economic 
benefits. 

(2) Negative Motivation: Negative Motivation is based on threat and punishment. 
In this type of leadership, the leader get the work done from its employees 
either by threatening them to terminate their services or deduction in their 
wages or some other threats. This negative motivation is not advisable and 
preferred but sometimes circumstances arises that leadership has to slap negative 
motivation on its employees. 

(II) Power Style: 

The second most practiced ·style of leadership is Power Style in which leadership style 
is based on Power one holds. Based on power, leadership is of three kinds. 

(!) Autocratic Style: It is such form of leadership in which all the powers are 
concentrated in one individual. This encourages sycophancy. An autocrat does 
not believe in decentralization of power. He takes all the decisions himself and 
likes his subordinates to follow his orders without raising any question. Such 
type of leadership can be positive or negative. But in practice it is always 
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negative as employees feel insecure and remain afraid of manal:!ement wrath. 
Positive leadership is generally considered liberal. U creates good industrial 
atmosphere, helps in increasing productivity and inspires followers to· work 
with dedication to get the desired results. . ·_ · · 

(2) . _ Democratic Style: Democratic style of leadership is_ quite.opposite to · 
Autocratic sl)lle: In this form the l_eader decentralizes its power. Even.policy 
decisions are taken after cons1,dting the subordinates and their suggestions are 
given importance. 

(3) Free-reign· or Laissez-faire· Slyle; This is the third widely practiced and 
most acceptable form of leadership. In this form the ieaders leaves his 
subordinates on their own fate. The followers hi_m-self sef target and take 
important decisions to aehieve the goal himself. 

(III) Supervisory Style:• 

· The third widely praeticed form of leadership is of supervisory style. Tue leader acts 
to fulfill certain objectives. In this form either the leader give importance to one important 
person who aecording to him is more diligent; efficient or active or he gives importance to 
production and works to fulfill that objective. Thus supervisory style of!eadership may be of 
two types• · 

I. Employee Oriented Style. 2. ·Production Oriented Style. 

However, it is suggested that a leader should provide such type ofleadership that suits 
·t1ie occasion the most. It should be both employee oriented as-well as growth and production 
oriented. 

Leadership Qualities 

Scholars ha~e given various views about the qualities of leadership. According to 
Shri. I Way Tead, a leader must possess ten necessary qualities -

(1) Physical arid Nervous Energy (2) .SenseofPutposeandDirection 

(3). Enthusiasm (4) FriendlinessandAffection 

(5) Technical Mastery (6) Intellectual Knowledge 

(7)' Integrity (8) Teaching Skill 

(9) Decision Making Power/ Decisiveness (10) Faith -

Shree Chester Bernard put emphasis on certain qualities for a good leader, they are 

( 1) Decisiveness (2) Responsibility 

(3) Persuasiveness (4) Intellectual Capacity 

(5) Vitality and Eriduraoce 

(7) · Handsome Personality 

( 6) Social Consciousness 

According to Erwin H. Schell; the most successful qualities of leadership, is deep 
interest in the well being of people, handsome personality, love, affection and scientific _ 

_ approaeh to the human problems. 

Henry Feyol opines that a good leader should he blessed with sound health, sound 
· mind, good moral character, integrity, strong will power and a person of initiative. 

Peterson and Plowman have very beautifully divided the qualities of efficient leadership 
· into three categories, which incorporates in it all 1h0 qualities of leadership advocated by 
various scholars. 

(I) Phy.siological Qualities: 

A-successful lc>£der must.possess go{)(i°physical health th~n only he can influenc~ his_ 
. followers. Physical health lnclud~.s·following things. . 



(1) Sound Health: A leader .has to discharge many functi~ns and respo~sibilities. He 
also has to maintain a large gathering of foUow.ers. It is essentistl to maintain a 'sound · 
health for this. · 

(2) Vitaiity and Endurance: Vitality means alertness and endurance implies maintaining 
patience even in most difficult situaiions. A leader must po~sess bo1frthese qualities. 

(II). Intellectual Qualities: 
Besides physiological qualities a leader should also be blessed with following intellectual'. 

qualities. · 

(I) Capadty to Take Sound Decision: A leader should take right decision at the right 
time. He should also be able to. take quick decision. Delay in decision some times . 
makes a leader unpopular. 

(2) Mental Capacity: A leader should also 11ave developed mental capacitY,, which enables · 
him for innovative new ideas. 

(3) Receptiveness: Receptiveness is the test of successful managerial communication. 
This quality includes following aspects - (a) Eagerness to use new knowledge, new . 
ideas, new innovations for desired results. (b) Keenness to solve or find solutions to 
a problem. ( c) Ready and willing to act on suggestions that comes from right sources: 
All these qualities add new feathers in the cap of a leader.. · 

~4) Scientific Approach towards Problems: A successful leader- is one wh9 besides 
possessing intellectual ability must have inherent quality to have a scientific approach 

. to any problem. }"or this he requires a balanced mental make up then only li;i cai1 
effectively influence bis followers.· 

(III) . Psychological Qualities: 
Besides these a leader should· also possess psychological qualities which enables him ' 

to gauge the minds of his followers. A good leader should have following psychological · 
qualities. · 

(1) Personal Magnetism: Personal magnetism is that.power which attracts other persons 
naturally. ., 

(2) Co-operation: A leader should have the quality to work with numerous number of 
· , ,people. He should be co-operative and ru'ust give importance to the feeling, ideas ~f 

:. ,,;,, » *·Others. · · · 

(3) Enthusiasm, Courage and Devotion:. In business one suffers from many nps and 
downs. A leader should always be enthusiastic, courageous and devoted to the cause· 
to successfully surmount any circ.umstaoces. 

(4) Tact: A leader should be tactful to handle any problem and come out from it with 
flying colors. He should have the proper ability to understand the prevailing situation 
and while dealing with people Ire must be able to act as to' the requirement of the 
situation. Besides all these, a ieader should have a sound moral character. In the 
absence of it all things go )Vaste and he cannot command respect of his followers. 

According to Prof. Bawldng, "A man of character puts his heart in others by his 
behavior, by his work, by his deeds to win their affection and love.", 

Importance of Leadership 

Leadership plays an important role in the field of Management. Without able leadership 
no ,organization can survive for a long time. In the changed modem times too, leadership is 
the most. important aspect of successful management. Following points shed light on the 
importance of leadership. 

(1) Source of motivation: Leadership is a quality, which motivates a group of people 
and generates unity in them for a certain ohjective. This· hrings out the inru."l'ent ability 
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1 •"•~i""'"'<t>hip J)e•elcp:;1erut of individuals and provides them recognition.· It offers opportunity for a certain 
objective. 'Ibis brings out the inherent ability of individuals and provides them 
recognition. It offers opportunity to subordinates to show their mettle. 

(2) Base to acquire co.operation: Leadership provides a base to acquire co-operation 
amongst people, Absence of it leads to jealousy, revenge and other negative aspects 
which surfaces in the form of controversy. 

(3) Management of collective activity: Leadership is required for managing collective 
activity, absence of which leads to chaos. Unmanaged groups, despite their individual 
good effort, cannot reali?..e the collective objectives and will fail in their endeavor. 

(4) lo maintain allegiance of group tu Corporate objective: Leadership helps to 
maintain allegiance of the group to realize corporate objectives. Employees work 
faithfully with dedication to realize corporate objectives. 

(5) To bring management closer to changing social process: Leadership makes 
management a factor of social change because of which employees work 
wholeheartedly for the benefit of the organization and management in tum looks after 
their grievances and provides them required amenities to bring in improvement in 
their social stature such as Housing, Education, Electricity, Trangportation, Water, 
Medical Treatment and Provident Fund. 

( 6) For commercial success: The success of any organization depends on the type of 
leadership and its nature. Successful leadership and able guidance takes business to 
the pinnacle of growth and prosperity whereas weak and indecisive leadership becomes 
a cause of failure too. 

(7) Importance in other fields: Leadership is important for the succe.ss of an enterprise, 
which has a percolating effect. It is important for establishing proper co-ordination, 
providing amenities to officials, for the personality development of subordinates and 
making the oq,'lllrization functional. Leadership provides dynamism to organizatii)n, 

Leadership Development 

Leadership is an individual centered activity. Hence it is the responsibility of strategy 
makers to make elaborate effort for the development of leadership in an organization. 
Leadership development is a process for the long survival of an establishment. Many institutions 
create internal facilities for development of leadership quality among the employee whereas 
others rake help of the professional management institution for imparting leadership training 
to their employees. Following are the chief elements of leadership development. 

l. 

2. 

3. 

4. 

5. 

6. 

7. 

8 

Ability to face boldly the changing situation and clear concept about the forthcoming 
challenges. 

Capacity to bear risk. 

Co-operative leadership style. 

Capacity to understand multi polar culture and bring understanding among them. 

Knowledge about the strength and weakness of the organization in order to get better 
results from the available human resources. 

Increase the efficiency of the workforce, maintain the existingcfficiency and maintain 
the balance between them. 

Remove environmental obstacles/ hurdles. 

Develop trust, respect, faithfulness and emotional attachment. 

Leadership Styles 

GeneraHy leadership style implies the behavioral aspect of a leader or his style of 
functioning. It is that character by which a leader influences his subordinates and followers 
or put impact on them. Following are the chief styles of a leadership: · 
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l. Motivational style ofleadership. 

2. Authoritative style ofleadership. 

3. Supexvisory style ofleadership. 

1. Motivational Style ofLeadersbip: 

· The style by which a leader exerts his influence over his subordinates or followers, 
guides them, motivates them to give· more out put and develops in them efficiency and 
confidence is called his style ofleadership. This motivational element, which provides guidance 
to them, is called the motivational style of leadership. Motivational style may be of two 
kinds-

(i) Negative Motivational Style: In the negative style of leadership, the leader shows 
his power and get the work dooe from his employees by giving them threat, punishment, 
threat of tennination, threat of demotion, threat of salary curtailment and like wise. 
He believes in passing the order and get the work done from his subordinates by 
foree but this style of functioning is not considered appropriate as it neither lasts for 
a long time nor createcs hecalthy atmosphere in the organization. Hence it should b~ 
cautiously exercised. 

(n) Positive Motivational Style: In this style ofleadership efforts are made to get more 
output from the employees or achieve the organizational objectives with help of 
inspiration, award, recognition, prizes and encouragement Their participation in 
decision-making process too. is welcomed and promoted The leader gives necessary 
instructions, guides them, helps !hem and provides them financial and non-financial 
motivations. Subordinates are motivated to work more as they get financial benefits 
and social prestige too. This brings industrial peace and creates healthy working 
condition. 

2. Authoritative Style of Leadership: 
In this style of leadership, the leader possesses all the power. Authority flows from 

one centre: This .can be of following types. 

(i) Dictatorial Style of Leadership: In this style the subordinates are afraid to disc11ss 
· any matter with his seniors, they neither expect any fiuitful suggestion from them 

nor any good advise. Leader does not believe his subordinates. All decisions are taken 
at the top, the subordinates are asked to follow the instructions. Threat and punishments 
are the medium of motivation. 

(ii) Positive Authoritative Style or Leadership: In this style of leadership the leader 
exercises some flexibility. He puts little faith on his subordinates. Sometimes asks for 
their suggestion. On some rare occasion acts on their suggestion and implement 
programmes ·based on their suggestions. In this style both negative and positive 
motivational methods are adopted. 

(iii) Suggestive Style of Leadership: In this style the leader shows sufficient faith on 
his subordinates. To motivate the subordinates only positive elements of motivation 
are generally adopted. Their suggestions are taken care off and if found suilable they 
are nnplemented too. Even indecision-making exercise their suggestions are welcomed. 

(iv) Participative Style of Leadership: In this style the leader not only takes advise 
from his -subordinates or followers, but also makes them to participate at various 
decision-making exercises. Wlth 1he help of financial and non-financial motivations 
employees are encouraged to work to their full potentials. 

(v) Democratic Style of Leadership: In this style the leader takes the help of his 
subordinates to implement organizational policies. Sometimes the leader amends his 
decisions to accommodate their suggestions and accordingly decides the working 
method and policies. Leader acts as a coordinator. This is based on delegation of 
authority to the subordinates. In sucb organizations friendly atmosphere is witnessed. 



i .. 
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· (vi) · Independent Style of Leadership: In this j:ype ofleadership the leader fully authorizes 
.his subordinates to take decisions on hi/; belialf. We find total or complete de
centralization of at,tthority. _Subordinates get personal or collective freedom to take 
vital decisions. In other words the leader shows little interest in organizational matters 

· and gives. complete freedom to his s~bordinates. Friendly and co-operative atmosphere 
. prevails in such organizations, 

3_. · Supervisory_ Style of Leadership, 

(ii) 

. 4, 

; Superviw.ry style of Je_adership is of two types. 

· Employ~es oriented Leadership: In this _the leader attaches more importance to his 
empl9yees and put full filith on his subordinates. Keeping in mind the emotions, feelings, 
ambitions, wishes, needs and hobbies of his employees, he too brings necessary 
changes in himself to produce an ideal example. Thus he commands their respect by 
his approach, motivates and guides them, keeping _in focus the organizational objectives 
and achi_eves his goalfo. · 

. Prodnction oriented Lead~rshlp: In.this, the leader p~t more foe~ on production. 
Employees are neglected and too much attention, importance is attached to the 

. production. He believes that by updating 'the.production technology and know-how, 
· th~ production can be increased; hence more thrust is given in acquiring 'sophisticated 
tools and equipments rathe{ihan providing more amenities to employees: 

Managerial Grid: 
This ideology advocate~, the leadership behavior, based on both "work centered" or 

"relation centered" elements. Work measurement is done through ·production output and 
relation measurement by organizational set up, Each element makes its expressions from a 
certain platform or stage. _At the bottom point we find minimmn•co-ordinatioit and_ai the top we 
find too much cohesiveness._ Jn·this grid we find five different functioning styles ofleadership 
with which the members express their proximity with the leader. · 

. (I) 

(2) 

ART OF LEADERSIDP 
A leader who works according to his own will is self centered, imposes his will on 
others, ;:lose minded-dictatorial, authoritative and selfish. Such leaders alw.,ys try to 
super-impose themselves on others . 

. Dejected or Indifferent leaders are leaders for namesake. He neither takes responsibility 
nor bears any risks and is of negative outlook. Such leaders are always sidelined as 
they never take.any stem action or measures and remain ever eager to fmd fault in 
others work. Such leaders are timid and_spineless. 

(3) · Democratic or Co-operative leaders function in the form of others representative. He 
is respectful, responsible, co-operative, impartial, unprejudiced and supporting. 
Democratic leader always promote other leaders in the group. Democratic leadership 
is a boon for.any organization, establishment. 

· ( 4) In a disorderly anarchic leadership group everybody is a leader or nobody is a leader. 
In such group of leadership everlasting argument goes on as everyone likes to assert 
himself to prove his point of view. Such leaders are irresponsible, careless and 
. confused. Chaos and lawlessness prevail under them. 

Most leaders apply the mixture of all ·these leadership art depending on the group and 
. circumstances. In a commeroial environment a leader has chiefly two responsibilities. 

(a) Responsibility to get the work done. 

(b) To develop, nourish, maintain courteous and congenial relationship among 
people. 

A leader adopts new method according to the need of the hour and acquires thorough 
knowledge about the nature of the work. To maintain \'()-ordination and courteous atmosphere 



in the organiZatfon he follows the policy of' Behave with others, the way you want others, 
to behave with you'. He always considers the others vil=wpoints and give due importance to 
their feelings and emotions. · 

An ideal_ leader always maintains co-ordination between both these elements to carry 
out his responsibilities. He attaches more importance to individuals rather than work in some 

· . special situations ·and circU:mstances Hke during formation of new group. In those' 
circumstances when some new process is likely .to be introduced. knowledge ofleadership 
helps people to nurture an effective leader. 

OBSTACLES IN .THE PATH OF LEADERSIDP 

There are many obstacles in the path of able leadership. Alford and Beatty have identified 
certain hindrances that come in. the way ofa_ sound and effective leadership. . 

(1) So~e leaders fail to come closer to their followers, which results in deadlock and 
revolt. (2)°Some leaders are not matured and hence fail to gauge the mood of their followers. 
(3) Some leaders are insensitive to human feelings thus they create more enemies rather than 
friends. ( 4) Some leaders lack foresightedness hence encounter difficulties in implementing · 
future plans .. (5) Some leaders are not expert in their jobs thus lhey suffer from inferiority 
complex. (6) Some leaders fail to correctly express their desire before their subordinates. 
(7) Some leaders are inspired by negative motivation a:nd like to slap punishment on their 
subordinates instead of rewarding for their good work. (8) Some leaders are indecisive and 
never show equanimity of purpose and are always 1111sjudged by their subordinates and 
followers. Thus we· find that leadership becomes a pq::y of various obstacles. To come out 
of this morass, a leader must keep on updating his knowledge, bring in flexibility in his 
nature and be.co-operative to his followeys .. 

Importa!lt Questions for Examination 

( 1) Define the term "Leadership". What functions does a leader perform? 

(2) What is meant by the term "Leadership"? What is its importruice in modern tjmes? 

(3) Descrilie the essential qualities of a suc~essful leader and discuss the importance of 
leade,;ship. 

( 4) One view of Leadership is "leaders are born, not made". Evaluate the view. 

(5) : Define Leadership. Describe the characteristics ofleadership. 

(6) Define Leadership. Discuss the functions and importance of leadership. 

(7) What do. you understand by Leadership? Whatis the difference between Leadership 
and Management? What is the impot1an.ce of leadership in Entrepreneurship? 

(8) "L~aders are !J.O! borit but made". Explain this statement and discuss the qualities ofa -
g'?()d leader. 

(9) · What are 1:he leadership qualities of entrepreneurs? Explain the effective m~ures for 
developing the leadership qualities in the entrepreneurship. 

(l 0) What do you mean by leadership? Discuss the styles of leadership . 

••• 
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GOVERNMENT PROJECTS 

Government is striving hard to bring happiness and prosperity in the life of people. But 
despite strenuous efforts of the Government, people in various regions of the country are 
~uffering from number of problems due to which people around ihe country are unable to· 
lead the life according to the parameters in which the Government likes them. to live, The 
government is putting all the efforts to bring down the gap between the rich and the poor 
and also putting efforts to raise the standard ofliving of the poor by providing them alternative 
amenities. 

The major problems in our country that are taking a ugly turn are Educational, Health, 
Employment, Water Conservation, Agrienlture(Irrigation), Pollution and the problems related 
to livelihood in the villages. 

The Government is responsible for resolving these problems because with this kind of 
problems no country can claim to be prosperous and happy. 

To resolve these problen1s, the Government at times makes variolls elfons in which 
v11rious projects, plans and special programmes are included for the people. 

Projects are of 1wo types -

( J ) Government Projects 

(2) Non-Government Projects 

GOVERNMEl'li"l' PROJECTS 

Government projects arc those projects in which the Government thrnugh, some 
government department or agencies or medium operates the projects by providing financial 
assistance. 111ese projects are started with a definite objective and for a pre-determined 
period. At present the Government is operating many projects in different areas either directly 
or through some government department or agencies by providing theni the financial 
assistance. The major areas in which the government is operating various projects· are, 
Agricu.lture, Electricity, Education, Healt.h, Environment, Cleanliness, Water Conservation 
and Employment etc. Following are some of the projects being operated by government. 

(a) Projects for Water and Irrigation: Agriculture in India is dependent on irrigation. 
We suffer from acute water problem. During summer there is always scarcity of potable 
water. To address this problem the government has started the following projects. 

(1) Chambal Valley Project: This project is constructed across Chambal River, which 
is southwestern tributary of river Yarmma. Chambal River originates from Mau near 
Janapao Mountains in Madhya Pradesh. This river is the source of water for Eastern 
Rajasthan and Western Madhya Pradesh. The average rainfall in the catchment area 
of this river is around 60-70%. Hence irrigation facilities in this area are very essentiai 
for the development of agriculture. Because of this the governments ofRajasthan and 
Madhya Pradesh jointly started this multipurpose project in 1953-54. This project is 
divided into lbree phases; 

(i) First phase includes Gandhi Sagar Project 

(ii) Second phase includes Rana Pratap Sagar Project and Jawahar Sagar Project 

(iii) Third phase includes Kota Embankment Project. 



The first phase of this project includes the construction of Gandhi Sagar Dam and the 
construction of related canals. Gandhi Sagar Power Station and Kota Barrage were 
completed in the second phase and irrigation from this was srarted in I 960 .The proposed 
Irrigation capacity was 11 Lakh acres ofland for this phase. The height of the Gandhi 
Sagar Dam is 64 Mtrs and length is 514 Mtrs. Rana Pratap Sagar Dam, which was 
completed in the second phase is situated at 56 Kms. from Gandhi Sagar Dam and its 
catchments area covers an additional 1333 Sq. Kms. of land. Its maximum height is 
54 Mtrs. and length is 1143 Mtrs. The capacity of the reservoir is 1567 Million Cubic 
Meter. 

Jawiiliar Sagar is 23 Kms away from Rana Pratap Sagar and its catchments area 
covers additional 1944 Sq. Kms. The rainfall in this area in 1965-66 was much below 
the average rainfall, due lo which the water levels of Gandhi Sagar went down hence 
drastic cut was imposed on both irrigation and generation of electricity. 

The left bank canals of Chambal Project irrigate the lands of Rajasthan whereas the 
right bank canals irrigate the lands of Madhya Pradesh. Under this project the canals 
constructed in Madhya Pradesh bad 15500 cubic feet of Soil work, 280.67 La.kb 
cubic feet ofland harnessing and main canal is 325 Kms. long, Lower main canal is 
56 Kms. long, branch canal is 170 Kms. long and branch canal is 1287 Kms. long. 
Ambaha, Morena and Mau canals were made ready during the thrrd phase and irrigation 
capacity of 3.50 Lakh acres was generated. After the completion of this phase of 
project, the focw; _\\JllS put on other aspects during fourth five-year plan and this 
helped to a great exrent in economic development ofCbambal Valley. 

(2) Indira Sagar Project:- Narmada is a interstate river and covers a greater part of 
Madhya Pradesh. From this river Madhya Pradesh gets __ 18.25 Million acre feet of 
water, Gujarat gets 9 Million acre feet, Maharashtra 0.25 Million acre feet and Rajsthan 
gets 0.50 Million acre feet of water. Narmada Sagar Dam in Madhya Pradesh and 
Sardar Sarovar in Gujarat hold prominent place in the Narmada Water Project. The 
economic development capacity of Indira Sagar is criticized as 91000 Hect.ares of 
land would be submerged and only 1.23 Million Lakh Hectares of land would be 
irrigated. While evaluating this project, we should overlook the fact, this project after 
completion would also help in supplying water to Omkareshwar, Maheshwar and 
Sardar Sarovar, which would help lo irrigate 1,43,000 Hectare (Omkareshwar) and 
19, 00, 000 Hectai;e (Sardar Sarovar) land. Besides this Indira Sagar has established 
I 000 Mega Watt Hydro Electric generating capacity. More capacity can be developed 
in lower regions of this project, which would produce 2382Mega Watts of Electricity. 
{Omkareshwar 520 Mega Watts, Mahesbwar 400 Mega Watts and Sardar Sarcvar 
I 462 Mega Watts). 

The work on Sardar Sarovar project commenced in 1980 and some work ofNarmada 
Sagar also started during this period. The foundation oflndira Sagar was laid on 23-
0ct-1984 by the then Prime Minister, Mrs. Indira Gandhi. The sarovar is named after 
her. Government of India cleared this prqject on 13-April-1987 on environmental 
ground too. On 7-0ct-1987 the Government of India granted permission for diversion 
of forestland likely to get submerged. On 19-Nov-1987 the project finally took off 
and the work was started. 

The blue print of ambitious master plan of Madhya Pradesh bas been planned for the 
optimum utilization and exploitation of the water resources of the state, which includes 
.29 Large, 135 Medium and 3000 Small irrigation plans. The project after completion 
irrigates 27.55 Lakhs Hectare ofland and produces 2600 Mega Watts of electricity. · 

, (3) Bawanlhadi Project: The project is a joint ,-enture of Madhya Pradesh and Maharashtra 
states, This is under construction across Bawanthadi River, situated in village Kudwa 
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(4) 

· of Katangi Tehsil of Balaghat District. Across this river Spillway of 31 Meter height 
and 148 Meter long plus Earthen Dam of 6.692 km. long on both sides would be 
constructed, Two canals would also be constructed, the left canal would mn through 
Madhya Pradesh and the right canal would run through Maharashtra. Both canals 
would irrigate approxinll;ltely 18615 Hectares and I 7537 Hectares oflandrespectively. 
The construction work on the project started in 1978. 

Upper Wainganga Project: This project is under construction across Wainganga 
river situated in Madhya Pradesh in the lowland of Godavari river. This is also known 
as Sanjay Sarovar project. Under this project a dam is being constructed near 
Bheemgarh village. The main canals and the sub canals of the dam would irrigate 
80,929 Hectares of land. This project is proposed to irrigate 1,03,722 Hectares of 
land annually. The construction work on this project was start~>d in 1972. · 

(5) Thawar Project: This project is across river Thawar near viUage Jbulpur in Mandia 
District. The construetion work was started in 1977. Earthen Dam of 990 Meters 
long would be constructed on both sides of the river. The right side sub;dam would 
be of 405 Meter long and the proposed lengtli ofleft side is being studied. Main Canal 
of 48 km. would be constructed under ¢tis project. The project would irrigate 18,212 
Hectares oflaud. · · 

(6) Pench Project: This project is an inter-state project-of two states, Madhya Pradesh 
and Maharashtra. This is situated across river Pench near Manchgora Village of 
Chhindwa:ra District. The total water storage capacity of this project is 57,700 Million 
Cubic Meter. Madhya Pradesh would get 35,000 Million Cubic Meter of water and 
Maharashtra would get the rest. This would irrigate 63,338 Hectares of land of 158 
villages in the command areas of Chhindwada and Balaghat Districts. 

(7) Bana Sagar Project: This project is being constructed iii co-operation with· three 
states, Madhya Pradesh, Uttar Pradesh and Bihar. The· contribution towards the 
construction cost is in the ratio of 2: 1: 1. A Dam of 63 Meter Height and I 020 Meter 
Long :would be constructed across river Son under this project. The project is under 
construction at around 50 kms, south ofRewa on Rewa-Shahdol road . .It is proposed 
to construct three Hydro Electric Power Stations, which can produce 405 Mega 
Watts of Electricity. Provisions are made to produce 435 Mega Watts of Hydro 
Electricity under this project. 

(8) Bariapur Left Canal Project: Uttar Pradesh government cbnstructed Bariapur Pick
.up Ware across river Ken in the 1906. This is situated near the borderofChatarpur in 
Panna District of Madhya ·Pradesh. The right bank canal of the same is irrigating the 
lands of Banda District in the state ofUttar Pradesh. · 

. (9) Urmil Project: This ·project is across river Unnil and situated in village Bhirota in 
Chatarpur District around 30-40 Kilometers away from Chatarpur on Chatarpur -
Kanpur highway. An Earthen Darri of 18.34 Meters height and 4. 7 km long both sides 
is proposed under this project. Canal of 135 km long is beipg constructed in Madhya 
Pradesh. The Uttar Pradesh Government is constructing the Dam and Madhya Pradesh 
Government is executing the construction, of the Canal. The length of the main Canal 
is 30 km and the length of the sub-canal is 105 km. The project would cost Rs. 20.70 
Crores. 

(I 0) Ranagawan High Level Canal Project: Uttar Pradesh Government has constructed 
Ranagawan Water Reservoir across the tributary of river Ken. The project after 
completion would· irrigate 17,099 Hectares of land in Chatarpur District. At present 
16.190 Hectares of land is being irrigated under this project. 

(11) Rani Awantibai Sagar Pariyojana (Bargi Project): This project is across River 
Barginear village Bijoura in Jabalpur District. The work on this project was started in 
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19.71. An earthen and masonry dam of 69 Meter height has already been construcled 
along with 483 Meter of Non--0verflow and 385 Meters of Spillway. The length of 

. earthen dam is 4506 Meters. Jahalpur, Mandia and Sivani districts would be benefited 
from this project. Around 5475 fiunilies of f62 villages of these districts have qeen 
affected by this project. The rehabilitation plan is getting ready for the affected families. 
The Left Bank Canal of the reservoir is 135 km long and the construction work of 80 
km long is already completed. This project would irrigate 2, 19,800 Hectares of Land. 

( 12) Tawa Project: Tawa multipurpose project is coming up near village Raniptir in !tarsi 
Tehshil of Hoshangabad District. A Masonry Dam of height 57.91 Meter is being 
constructed with a .Earthen Dam of maximum height 32.52 Meters. This project 
would irrigate 3.33 Lakh Hectare ofland and at present 2.47 Laich Hectare ofland is 
being irrigated. 

( 13) Kolar Project: Kol.ar project is under eonstrnction across river Kolar, a tributary of 
Nannada near Lawa Khedi village ofSebore District. This project will help in irrigating 
45087 Hectares ofland.in Sehore District besides additional 0.15 Million Cubic Meter 
water to Bhopal District' After completion the project would benefit 22544 Hectares 
of Kharif Crop and 38323 Hectares of Rabi Crop, in other words 60867 Hectares of 
land would be irrigated. 

(14) Barna Project: This project is situated on National highway near Badi Town in Raisen 
District, around I 05 kms from Bhopal Railway Station. After completion, this project 
will help in irrigatmg proposed 48,805 Hectares ofland in Raisen District and 11,695 
Hectares ofland in Sehore District annually. 

(15) Snkhta Project: This project is situated in Khandwa District around 40 Kilometer 
from Khandwa across river Sukhta. This project would provide irrigation to 18,583 
Hectares of Land and the provision is also made for providing drinking waler to the 
city of Khandwa. The estimated cost of the Project is Rs. 13 .03 Crores. After 
completion of the project, 18,583 Hectares ofland would be irrigated. 

( 16) Mahl Project: Mahi river originates in rliar Disirict. It flows in the borders of Dhar 
and Jhabua Districts and after flowing through Ratlam District the river enters 
Rajasthan. Two Dams and Two Canals are proposed under this project. The main 
dam wonld be. constructed near village Labariya in Dhar District, which will be 3090 
Meter long and 42. 15 Meter high. This eovers 754 Sq. Kilometer area of Dhar District. 
A sub-clam will be constrncted near village Kalikarai, which will be 990 Meter Long 
and 29.80 Meter High. This covers 170 Sq. Kilometer area. Main canal of 17.64 
Kilometer long would be constrncted on left side of the main dam in Jhabua District, 
which will irrigate 12,770 Hectares of land. Another canal of 26.2 Kilometer long 
would be constructed on right side of the main dam in Dhar District, which would 
irrigate 5457 Hectares ofland. Under this project, 137 Kilometer long canal would be 
constructed. Present estim,,ted cost of the project is Rs. 99.50 Crores. After completion 
of the project, it·is possfo:e to irrigate 11,847 Hectares of Kharif Crop and 14,583 
Hectares of Rabi Crop. 7913 Hectares ofland in Dhar District and I 8,517 Hectares of 
land in Jhabua District would be irrigated. 

(I 7) Si.ndh Project: Construction work of Pick-up Ware has been started near village 
Mohni in Shivapuri District. This project includes construction of Mohni Pick-up 
Ware, Harsi Support Canal, Renovation Harsi Support Canal System, Doab Canal, 
Kaketo Tigra Feeder Canal etc. The estimated cost of the project is Rs. 32. 70 Crores. 

At present 35,200 Hectares of land is being irrigated from this project. Provisions are 
made to irrigate 37,561 Hectares of land in Gwalior District, besides providing 1.5 
TMC of drinR:ing water to Gwalior city after completion of the project. 
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In the second phase of the project, Mohani Pick-up Ware is being constructed near 
village Mohani in Narwar Thesil of Shivapuri District. The construction work on 
2173 Meter long and 266 Meters Spillway is under progress on this river around 70 

. :Kilometers away from Dabra and 45 Kilometers from Shivapuri. The height of the 
dam is 45 Meters. 

Mohani Sagar Dam is situated near Madikheda village in :Narwar Thesil of Shivapuri 
District, which is around 1.5 Kilometers away on east of Dbamkanpur on Dabra

.,, ,. Satanwada Road.' The proposed Dam would be constructed across river Sindh, which 
. will be of Earthen Dam of 50.43 Meter high, 59 Mc-ter high Stone Masonry Dam and 
· .a Spill Way of28l.102 on the river-side and 18 high rising Crest Gates would be 

fixed. This project on completioµ would provide irrigation to 44,572 Hectares of 
Gwalior District, 40,117 Hectares of Shivapuri District, 23, I 03 Hectares of Bhind 
District and I 2,208 Hectares ofland of Datia District 

. . ( 18) , l{ajghat Project: Raj ghat Darn Project is an ambitious joint project of Madhya Pradesh 
and Uttar Pradesh governments, which is situated in Bundelkhand region. The 
construction of the project is being executed by Betwa River Council, which is 
constituted by Ministry of Water Resources, Govt. of India. Rajghat Darn is being 

-t·· -, ,-, 

constructed across river Betwa at a cost of Rs. 213.67 Crores. Hydro Electric Power 
:'1•.' 1.' 

Station with generating capacity of 45 Megawatts is also proposed in the project at an 
: '.' ·"· 'estimated cost of Rs. 96.50 Crores . 

. (19/ . Bhan de~ Canal Proje~t: Uttar Pradesh Government started the construction of this 
irrigation project under the agreement of 1953 for irrigation purpose from water of 
Matatila Dam of Madhya Pradesh area. This incomplete project was handed over to 
Madhya Pradesh in 1965 and was supposed to be completed by Madhya Pradesh so 
that 44, 535 Hectares ofland in the districts of Gwalior, Dalia and Bhid ls irrigated. 
The length of the main canal of this project is 57 .6 Meter. The length inclusive of 
Branches and Sub-br.mches is 448 Kilometers. The estimated cost of the project is 
Rs. 9.5 Crores. 

(20) Samrat Ashok Sagar (Halali) Projects: This large irrigation project is a joint venture 
of Vidisha and Raisen Districts. Around 136 Villages of both the districrs would be 
benefited from this project. It would be possible to irrigate 37,637 Hectares of land 
from this project. A dam has been constructed near village Khoaa on the border of 
Vu!isha and Raisen Districts, which is 40 Kilometers away from Bhopal Station and 
16 Kilometers away from Salamatpur Railway Station in Sanchi Development Block 
ctf Raisen District. The dam is 945 Meter long and 29 .57 Meter high. The length of 
the main Canal is 3.30 Kilometers, Left Bank Canal is 17.40 Kilometers, and Right 
Bank Canal is 23.80 Kilometers and Sahodra Branch Canal of 13.70 Kilometers has 
·been constructed, Many sub-canals have been constructed. 

Besides these prominent projects, many medium projects are under operation in Madhya 
• Pradesh. · 
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(b) Projeets operated for generation of Electricity: The requirement of electricity 
has become an important and necessary part of modem life in every field of activity. The 
progress of a nation is measured in terms of consumption of electricity in its households. It 
is also necessary for its rapid progress. Madhya Pradesh is mainly an agricultural state. 
Hence to make the green revolution a success in this state electricity is a must. 

Madhya Pradesh has good potentials of Hydro Electricity generation. Adequate facilities 
exist for Electricity generation. The state gets sufficient rainfali as a result many river flows 
from mountaineous region namely Narmada, Tapti, :vlahanadi, Son, Betwa, Ken and ChambaL · 
Madhya Pradesh hold IO% Hydro Electrical power generation capacity in comparison to 
whole India. Presently almost all the towns, tehsils and vil!a1,oes have electricity supply. 



Status of Electricity generation during Five Year Plan Period: During the first 
five year plan various types ofschemes and small distribution centers ofElectricity generation 
existed in Central Bharat, Vindhya Pradesh and the then Madhya Pradesh such as, Gwalior, 
Morena, Dabra, Ujjain, Dewas, Indore, Mhow, Katni, Sehore, Jabalpur, !tarsi, Hoshangabad, 
Betul, Chhindwara etc. There were 72 Thermal Power Station in Madhya Bharat in 1955, in 

which 9 Stations generated Electricity from steam, 57 from Diesel and 6 ti:om both Steam 
& Diesel. Rs. 5548 Lakhs was spent on Electricity generation in second five-year plan and 
the thrust was given towards development of Thennal and Hydro Electricity generation. 
Allocation of Rs. 117.80 Crores was made in the third five-year plan for development of 

. Electric Power generation. Additional 1131 towns and villages were provided with Electricity 
during the period of this plan. Madhya Pradesh had 758 MW Electricity generation capacities 
by the end of fourth five-year plan in 1974 and 1300.5 MW in 1979-80 and the same 
reached to 29997.7 MW in 1987-88. Rs.2660 Crores was allocated to Madhya Pradesh for 
generation of Electricity and distribution. This was 35% of the total plan budget of the State. 
Rs. 4191.75 Crores was allocated to Madhya Pradesh for Electricity, which was 32.25% of 
total budget allocation for the State. In the ninth five-year plan Rs. 3479.45 Crores was 
allocated for Electricity from the total out-lay of Rs. 20075/- Crores, which was 17.33% of 
the total out-lay for the State. By the end of the first six months of financial year 2002-03, • 
out of total 51,806 villages 50,312 villages had electricity supply, which is 97.12% (October 
2002). Electricity was provided to 12.29 Lakhs of Pump Sets for irrigation and 25.06 Lakhs 
of houses were givell" with one point electricity connection. The present total established 
Electricity generation in Madhya Pradesh is 2900 MW (1999-2000) of which 7475 MW is 
generated from Hydro Electric power station. The share of the state in Electricity generation 
by Central Government Undertakings is 1718 Mw. 

Prominent Electricity Generation Plants of Madhya Pradesh: 

State has mainly two types of Electricity Generation Plants. 

(I) Thermal Power Stations 

(2) Hydro Electric Power Stations. 

(I) Thermal Power Station: The power station, which uses Coal for generation of 
Electricity are called Thermal Power Stations. Low ash content coal is required for generation 
of Electricity. Electricity generation in the state of Madhya Pradesh has major contribution 
from Thermal Power. Maximum percentage of Electricity of the total capacity is generated 
from Thermal Power Stations. All the Thermal Power Stations are situated near the Coal 
Mines. The provision of water for running the Electricity Generation Equipments installed in 
these Power Plant is also made available closer to Power Plants. Following are details of 
major Thermal Plants in Madhya Pradesh. 

(i) Amarkantak Thermal Power Station: This Power Station is located in Sohagpur 
C'..oal Region of Sh.ahdol District and is spread on 13.14 Hectares ofland. Keeping in 
view the requirement of Electricity for the State, the proposal was made during second 
five-year plan for constructing Amarakantak Thermal Power Station with 2 X 30 
MW Electricity generation cipacity plant at Chachai in Shahdol ~~t but this Thennal 
Power Station got off during the period of third five-year plan. 

In the first phase of the proj1;1ct 2 X 30 MW generation capacity was established and 
in the second phase 2 X 120 MW generation capacity was established. This plant has 
four units with installed capacity of 300 MW. Water supply to this plant is from Son 
river and coal is supplied by Western Coalfields Ltd. fromAmlai and Chachai coalfields 
ofSohagpur Region. Bundelkhand and Baghel.khanq area of Madhya Pradesh receive 
the Electricity supply from this plant. · 
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(ii) Vindhyachal Super Thermal Power Station: Tiris project is situated at Baidhan of 
Sidhi District in Madhya Pradesh. Large Singrauli coalfields are located near this 

· plant. The total installed capacity of this plant is 2260 MW. 

Six units each of120 MW and two units each 500 MW Electricity generation capacity 
would be installed in the first and second phase of the project respectively. The. 

NOTES Electricity generated from this unit would be supplied to Madhya Pradesh, Maharashtra, 
Goa, Gujarat, Daman, Diu, Dadar and Nagar Haveli. The total installed capacity of 
this plant is 2260 MW. 
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(iii) Satpuda Thermal Power Station: This power generation station issituated in Pathar 
Kheda coal belt in the northern slopes of southeast Satpura mountain range in Betul 
District, which is around 80 Kms from !tarsi Railway Station. The proposal to establish 
Power s·tation was made in 1960 but the.construction was started in 1962. The first 
unit of 62.5 MW was commissioned in N ov~mber I 967. The second was 
commissioned in March 1968, the third in May 1968, the fourth in July 1968 and the 
fifth unit was commissioned in March 1969. The water supply to this Power Station 

. was arranged by constructing a darn across river Tawa. 

During the first phase of expansion of this Power Station, 200 MW unit was 
commissioned in June 1979 and 210 MW unit was commissioned in September 1980. 
After commissioning of these two units, the installed capacity of Power Station 
increased to 722.5 MW. Dnring the second phase of expansion, two units each of 
210 MW were commissioned in January 1983 and February 1984 respectively and 
after completion of second phase of L'Xpansion, the total installed capacity increased 
to 11n:5MW. · 

(iv) · Chandani Thermal Powe·r Station: Tiris Power Station was established in the year 
1953 to meet the Elec1ricity requirement of Nepanagar Newsprint Factory. Three 
units of 55 MW and one unit of9 MW are functioning at present. The total generation 
capacity of 'ihis Power Station is 17 MW and the Electricity generated from this 
Power Station is supplied to Nepanagar, Burhanpur and Kbandwa Districts. 

(v) JabalpurThermal Power Station: The power generation capacity of this plant is 15 
MW. Three units each of 44 MW, four units each of2 MW and one unit of I MW are 
at operation in this Power Station. Madhya Pradesh Electricity Board has taken over 
this Power Station under its control from II :septernber-1974 . 

. (vi) Sanjay Gandhi Thermal Power Station: This Power Station is situated al 
Birasinghpurin Shahdol District. 'Two units each 210 MW capacity would be iastalled 
in the first phase of the project. The first has been commissioned in December 1991; 
the second unit would soon be commissioned. In the second phase two more units 
210 MW each were expected to be commissioned by September 1993 and March 
1994 respectively but the same were commissioned in 1995. 

(vii) Pem;h Thermal Power Station: This Power Station has been established near the 
border of Madhya Pradesh and Maharashtra in Chhindwara District. .1\vo units each 
of210 MW are in operation here. 

(viii) Bandhav and Mandu Therm11l Power Station: This Power Station is a joint venture 
of Madhya Pradesh and Gujarat Governments. 

(2) Hydro Electric Power Stations: The place where Elec1ricityproduced by harnessing 
the water falling from great heights are known as Hydro Electric Power Stations. Madhya 
Pradesh has very big.It potential for generating Rydel Power. TI,ere were no Hydro Electric 
Power Stations prior to independence. Chambal, Narmada, Tapti, Son and Mahanadi are the 
prominent rivers that flow through Madhya Pradesh. 

Hydro Electricity was first produced under the Chambal Valley Project. This project is 
a joint venture of Madhya Pradesh and Rajasthan governments with equal share of 50-50. 
Madhya Pradesh gets 300 MW of electricity from this project. 

• 



(i) Chambal Valley Project: Chambal is the prominent river of Madhya Pradesh and 
Rajsthan, TI1is river is 961 kms long. Keeping in view the optimum utilization of the 
water of Chambal river, both Madhya Pradesh and Rajsthan state governments started 
this project Under this project construction of 3 Dams, 5 Hydro Electric Power 
Stations and a reservoir by ,irrigation Barrage, This project was completed in three 
phases. 376 MW of electricity is generated from the Power Stations situa'ted at three 
Dams. 

(I) Gandhi Sagar Hydro EI,ctric Power Station: Gandhi Sagar Dam was 
constructed in the year 1960. It is situated at Bhanpura Thesil of Mandsur 
District, 33 kms from Bhanpura and 8 kms away from Chaurasigarh. The 
width of the valley gets narrower here, The Dam is 5 IO Meters long and 62 
Meter high, Gandhi Sagar Hydro Electric Power Station is 93 Meters long. It · 
has five generating units each of 23000 KW of capacity and are installed at a 
distance of 15 Meters from each other. Total of 80000 KW of Electricity at 
60% load factor is made available from these units. 

(2) Rana Pratap Sagar Hydro Electric Power Station: RanaPi-atap Sagar Hydro 
· Electric Power Station is 48 kms away from Gandhi Sagar Dam, It is situated 

near the 40 ft, high Dhulia Water Falls at Rawatbhata in Cltittorgah District. . 
This Dam is 1100 Meters long and 36 Meters'bigh. The area of the reservoir is 
113 Sq. ·Kl11S. Bhopal Power Station .is very close to this Water Falls. Rana 
Pratap Sagar Hydro Electric Power Station generates 43000 KW of Electricity 
from four generating units. 

(3) · Kota or Jawahar Sagar ·Hydro Electric Power Statioll: This plant is 
constructed at a distance of 32 Kms. from Rana Pratap Sagar Dam The width 
of the Chamba[ River gets narrower here by 122 Meters as compared to 

· Chaurasigarh, This is only Pick-up Dam. The water released from the two 
Dams is used for generating the Electricity. This Dam is 548 Meters long and 
45 Meters high. Ibree units each of33000 KW of capacities are installed here. 
Total of 60000 KW of Electricity at 60% load factor is generated here. Total of· 
1,86,000 KW of Electricity would be genera1ed after completion of all the 
proposed schemes of Gandhi Sagar Dam. 

(ii) Bargi Project: Rani Awantibai Sagar (Bargi) Project is under construction near Bijaura 
village in Jabalpur District. Generation of Electricity has already been started here 
after installation of two units of Hydro Electric Power Plant 

The electricity generated is supplied.in the radius of322 Kms an:'a circumference 
through electric wires. The electricity generated by Gandhi Sagar Power Plant is 
distributed through two main lines, the fi;st towards south to Indore and the second 
towards north to Gwalior. The availability of electricity has benefited the Cement 
Factory in Neemuch, the sugar and alcohol plants of Morena, Bhind and Ratlam, the 
Chemical Industry in Nagda, Card Board Factory in Nepanagar and Electric Insulating 
Equipment Factory in Mandsaur Distnct 

Besides the above, Narmada Sagar Project, Maheshwar Hydro Electric Project, 
Omkareshwar Hydro Electric Project, Birsinghpur Hydro E~ctric Project, Rajghat 
Hydro Electric Project and Madikheda Hydro Electric Project are under construction. 

( c) Projects directed towards development of Energy: Madhya Pradesh Urja Vikas 
Nigam was established in August 1982 with an objective to find out alternative source of 
energy besides the conventional sources of energy and its development and utilizati,on to the 
ma'(imum extent, The Nigam started functioning on commercial basis during 1983-84. The 
Nigam since its inception has contributed significantly towards development and utilization 
of non-couventional energy sources and exploitation ofr~newable energy sources, Following 
are the main achicvemeuts oflJrja Vikas Nigam in the year 1987-88, · 
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(i) Solar Energy Hot Water 'Plant: Total of 1 7 projects of .Solar Energy Hot Water 
Plant were completed at a cost of Rs. 234.71Lakhs. Its total capacity is 1,89,500 
Ltrs. per day. Another 35 projects with capacity of 8,59,000Ltrs.are under progress. 

(ii) Solar Distilled Water Plant: Total of 129 plants have already been supplied, which 
is more than the double of the detennined target of 56 plants. Rs. LOI Lakbs was 
spent on this. 

(iii) Solar Cooker: Nigam had fixed a target to supply 2,000 Nos. of domestic cookers 
and 350 Nos. of community cookers; whereas it supplied 3,719 Nos. of domestic 
and 660 :Nos. of community cookers. It is gaining popularity day by day. 

(iv) Solar Photovoltaic Plant: This plant is more beneficial, particularly for rural areas, 
where electrification has not been done and there is no possibility of eleetrification in 
near future. Under this scheme the Nigam has installed 132 Nos. of Street Light 
' Plant, 36 Nos. of Plants for Domestic Lighting and 8 Nos. of Plants for Water Pumps 
at a total cost of Rs.35.24 Lakbs. 

(v) Wind Mill and Aero Generator: This year to Windmills and 4 Aero Generators of 
4 MW capacity have been installed at a cost ofRs.14.26 Lakhs. 

(vi) Biogas Plant: Under this scheme, Rs. 38.32 Lakhs were spent and 22 projects of 
1,300 cubic meter capacity were commissioned, which is double than the set target 
of IO projects. 

(vii) Biogas Gassy-fire: Under this scheme Rs.13.54 Lakbs were spent on installation of 
62 Gassy-fire plants of 289 KW capacity. 

(viii) Hydrame: 63 Hydrame running on watcrpowcr current were established on hundred 
percent grant basis. Rs. 3.62 Lakb were spent on this scheme. 

(ix) Improved Stove: Like all the previous years the scheme got off to a flying start this. 
year too. 1,23,055 improved stoves were manufactured which was five times more 
than the estimated 25,000 stoves. 

(x) Village Power Project (Urja Gram Project): For overall development of villages in 
the field of Energy / Power, Urja Gram Pariyojana was started. Five projects have 
been successfully completed under this scheme. Work on another 36 projects is 
under progress. Rs. 61.68 Lakhs were spent on this scheme. 

(xi) Integrated Rural Energy Programme: Under this prdgramme Rs.14.03 Lakh were 
spent on initial survey work carried out by Durg Development block in Durg district, 
Gandhwani Development block in Dhar district, Konta Development block in Bilaspur 
district and 7,933 Improved Stoves, 9 Hydrarnes and 36 Domestic Lighting Plants 
were installed. In the year 1998-99, Rs.162.35 Lakhs were spent on implementation 
of various programmes in short-listed 85 Development Blocks. 

Foil owing are some of the iinportant projeets, which are under operation besides water 
I irrigation, Electricity and Energy - Power Development. 

Programmes for Women and Child Development: 

Madhya Pradesh administration with an objective to bring an improvement in social, 
economic, health and nutrition quality of women and children to strengthen their personality 
in all aspects have implemented various projects, plans, programmes, schemes and policies. 
Following are some of the important programmes started for this purpose. 

(i) World Bank aided Consolidated Child Development Project: 244 Consolidated. 
Child Development Projects are under operation with the help of World Bank in the 
state. The main objective of these projects is to bring in i.'11provement in the quality of 
health and nutrition among children and women belonging to poor category. The 
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beneficiaries of these projects are children up to the age of 6 years, pregnant women 
and foster mothers. 

Under this project, a total number of 34,681 Aanganwadi Kendra are in operation, In 
these Aanganwadi Kendra for Building Construction 8,041 Aanganwadi Bhavans have 
been sanctioned and 3,324 Aanganwadi Bhavans have already been constructed. The 
construction work of.rest of the Aanganwadi Bhawan is under progress at different 
stages. Under this scheme in 244 projects, hundred percent CPOO office-cum-godown 
is being constructed. By now construction of 143 buildings have already been 
completed, 

Government of India has also sanctioned the installation of total number of 7,367 
Hand Pumps in World Bank Project regions. Till date 2731 Hand Pumps are working 
in different regions. Under this scheme, those Anganwadi Centers who have own 
building are providing the villagers with improved smoke-free stoves, A total of 5394 
improved smoke-free stoves are already distributed by now. Children and women are 
being provided with free medical check up and medicines through Anganwadi Centers 
and they are also being provided with to and fro fares for visiting the Block Health 
Centers in the form of "referral service'. 

(ii) Integrated Child Development Service Scheme (I. C. D. S.): Government of 
lridia is operating this scheme in the state of Madhya Pradesh since the year 1975-76 
for the all round development and welfare of children and women. 

The objective of this scheme is to bring in improvement in the health and to provide 
appropriate base for psychological, physical and social development by providing 
supplementary nourished diet to the children up to 6 years of age and also to provide 
the benefit to pregnant women and children through Anganwadi Centers. The 
Anganwadi Centers are equipped with the below-mentioned facilities, under this 
scheme, to fulfdl these objectives. 

(a) . Supplementary Nourished Diet. 

(b) Health Check-up. 

( c) Primary Health Care I Consultation Services. 

( d) Vaccination. 

( e) Nourishment and Health Education. 

( f) Informal Pre-school Education. 

This scheme according to the standards set by Government of India is operative in 
state in rural and lrioal development blocks (Adivasi Vikas Khand) and also in the 
urban areas. Anganwadi Centers have b.een established in rural and urban areas with 
a population of I 000, in tribal areas with population of 700 and in inaccessible and 
stony mountain areas with a population of 300. 

(fu) Development of Women and Children of Rural Area (DEWACARA): This 
programme is a sub-plan of lritegrated Rural Development Programme. Under this 
programme women living below the poverty level are organized in a group to engage 
them in community level income generation I earnings programmes. Trainings are 
imparted to rural women in Cloth Weaving, in making of Papad, Pickles, Spice, Toys, 
Dolls, Plantations and Silk lndnstry etc. Marketing facilities are also provided to them 
to sell the products manufactured by them. They are made aware with the knowledge 
of Health, Nutrition, Educatio:1 and Legal Rights. 

l;nder this scheme 50 groups are organized in each development blocks, Each group 
consists of 10-15 women members. Each group is provided with a lump sum amount 
of Rs. 25000/- in the form revolving fund of to start their financial acllvities. 
Government oflndia and the State Governments have equal share in this programme. 
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(iv) National Teen Age Girl Scheme: National Teen Age Girl Scheme has been started 
in :Madhya Pradesh through Anganwadi I. C. D. S. ·programme. This· scheme is 
implemented in 48 Non World Bank and 45 World Bank aided projects. 

Projects in operation for Poverty Eradication or Poverty Alleviation Project-

Indira Gandhi Garibi Habio Yojana: Madhya Pradesh Government has given top 
priority to village, poor, sourceless, landless and marginal farmers. The state government 
has done lot of work during the past years for the welfare of these people. 

While making the decisions for the welfare of the villages and the poor and to bring in 
desired changes in social and economical status of the poor from the chosen villages of 
fourteen backward districts; "lndira Gandhi Garibi Hatao Yojana (D. P. I. P)" has been 
implemented in the state recently. This project would be operational for five years with 
assistance from World Bank and the cost of this project would be Rs. 600· Crores. World 
Bank would provide Rs. 500 Crores as Soft Loan and the balance cost would be borne by · 
the State Government and also from the contributions from the community. 

Indira Gandhi Garibi Ha tao Yoj ana is very different from the earlier effons and methods 
· adopted in the direction of eradicating the poverty. The project is different as instead o'f the 

prevailing practices and techniques of the administration and the government, the project 
directly reaches to the poor people living"in the far off places by making direct contacts and 
with their. collective participation easily makes improvement in their life and livjng standards: 
As a strategy of the project more importance is given to collective efforts than the individual 
efforts or more importance has been attached. to the group rather than the individuals. The 
contribution amount is directly tnmsferred in the account of the group organized for a 
common purpose and objective to enable them to address their common heeds. Thus it 
increases the participation of the poor people in the group, their collective strength, power· 
and effort to pull their resources collectively, management at village level, transparency )lt 
every stage and effort to learn from each other makes the project quite unique from the 
other government projects, as it.brings people, particularly the down-trodden at one platform, 
to bring in improvemt,'Ilt in tlreir social status through self effort. This project raises hopes to 
fulfill the dreams of millions by finding new methods, opening new opportunities and creating 
new possibilities. 

The area of operation of the project covers North and Northwest part of the state that 
includes Sagar, Narsinghpnr, Vidisha, )laisen, Damoh, Panna, Tikarngarh, R.ajgarh, Shajapur, 
Gun a, Rewa, Sidhi, Cbhatarpnr and Shivpuri. Approximately 2, I 00 villages of 47 Development 
Blocks of the fourteen districts are covered under this project. 

1his project is for whom? 

. Families of short listed villages of the project are selected on following criteria. 

( l) Scheduled Caste / Scheduled Tribe Families: 

(2) · Migrating fumilies from villages for work/ labour. 

(3) Those families who have no permanent residence. 

(4) Women and those families whose head person is a woman. 

(5) Families of landless and marginal farmers. 

Below poverty !eve! is not the final yardstick to provide the benefit to the families 
under this project. Arrangement have been made that people of the village only select those 
families who constitute 70% of them who falls under poor cir.destitute category and needs 
help. The present position of poverty is done through tlie method of co-operation by wealth 



ranking system. Thus people of the villages decide who is poor in the village and who is not 
and the cate&orization is done ihrough their participation. · · 

,. Schemes of Government Departments 

Government implements various schemes for the benefit of its citizens besides the 
large government projects. The objectives of these schemes are to make the children, women 
and family of the poor, the weaker section resourceful enough to solve their own problems. 

Each government introduces plans and manages these schemes during their tenure 
and advertises, prop!l,gates and implements to provide benefits to the needy people. Generally 
the schemes too become inoperative with the exit of these governments. Department wise 
such schemes are as follows. 

Schemes of Woman and Children Development Department: 

(I) Balika Samrldhi_ Yojana (Girl Child Prosperity Yojana): Government of India · 
announced a new scheme" Balika Sanuidhi Yojana" on 15th August 1997 to provide 
equal opportunities and rights to girl child, which was introduced in aUthe districts of 
Madhya Pradesh from 2nd October 1997. Under this scheme Rs.500/- would be 
contributed to the mother of the girl child whose family falls under Below Poverty : 
Line (BPL). • .. 

(2) Mahila Samridhi (Women Prosperity Scheme): This scheme is going to be 
introduced in the state of Madhya Pradesh v,ith an objective to encourage the saving · 
aptitude / attitude among the women to promote efficieni man~gement of domestic 
resources, to develop self confidence, self respect, the feeling of self reliance among 
the rural wometl' folks: Any rural women can open an account in village Post Office 
with a contribution of Rupees Four under Mahila Samridhi Yojana {MSY). She can· 
deposit a sum ofRs.300/- in her account in a y,,ar and she gets Rs.3751-. Any.rural · 
woman who has completed 18 years of age is eligible lo open account iri her name. 

{3) Rashtrlya Matrlttwa Sahayata Yojana (National Maternity Benefit Scheme): . 
'This scheme is implemented from ·1s1h August 1995 in the whole country. The main· 
objective of this scheme is to provide medical and economic benefit to women falling 
under Below Povehy Line category during the pregnancy period. A woman of 19 
years of age or above falling in BPL cate&ory is eligible to receive a sum of Rs.300/-
, 8 to 12 weeks before the childbirth. The woman beneficiary is eligible to receivethis 
amount for the first two living deliveries. The right of approval has already been'given 
to respective Village Gram Panchayats aQd Municipal Corporations. 

(4) Indira M:ahila Yojana: Government of India introduced Indira Mabila Yoj~ from 
20th August 1995. This\scheme is implemented in fourteen development Blocks of 
two districts. The rnain objective of this scheme is to create awareness among women · 
about subjects such as equality of women, legal rights of women in property, 
constitutional safeguards, to encourage economic development activities related with· 
women. Under this scheme "Indira Mabila:Kendras" are formed at anganwadi level 
and "Indira Mahila Vikas Khand Societies'' are formed at Block Development level and 
are registered so that these samitis:get loon from Banks, National Mahila Fund and 
other financial institutiorls for running various economic activiti_es. One group consists 
of 20-25 women members. A grant of Rs. 5000/- is given to each women centres for 
organising training to its members. 

(5) Vatsaiya Yojna: A grant of Rs. 500/- is being given to the pregnant women ofage 19 
and above belonging to rural landless families fur organizing better amenities for safe 
deliveries in Government Ho~. This grai:it is provided to 1:he-wome1i'upto two 
living deliveries. Apart from this free health check np and vaccination facilities are 
provided free of cost to both mother and child. · 
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(6) Urban Nutritious Diet Programme: This programme is going to be implemented 
with an objective to provide nutritious diet to the children up to the age of 6 and 
fostered mother and pregnant women living in urban slum areas and women belonging 
to weaker section living in Jhuggi-Jhopadi. Under this scheme 80 gms. of Bread or 60 

. gms. nutritious diet is provided to each beneficiaries. 

(7) Ayushmati Yojana: This scheme has been launched from November 1991 to provide 
better treatment facilities to women of rural landless families with hospitals of six 
affiliated Medical Colleges of the stale and from I st April 1992 this yojana will be 

· implemented from all the district hospitals of the slate. Rs. 400/- will be given to a 
· · · women admitted in district hospital for a period of one week and Rs. 1000/- to a 

women taking treatment in district hospital or government hospitals affiliated to medieal 
colleges of the state for more than a week. Besides this the medicines, .tonic and 
nutritious diet is also provided to them. 

(8) Mid-day Meal Programme: The main objective of this programme is to encourage 
children of SC, ST and OBC for studies and provide them nourished diet for thei~ 
physical and mental developments/ growth. The beneficiaries of this programme ar~'•, 

(9) 

(10) 

(11) 

(12) 

(13) 

regular students of age 6 -14 years of an educational institutions.. · ,, ,_ 

Adopted Daughter's Education Programme: The main objective oftl\is programme 
is to encourage the education or' the girl child, create av;,.;.eness an\ong guardians 
about the need of the education for girl child, create awareness in society and encourage 
the participation of the society in the education of the girl £hild. Any individual can 
adopt one or more girl child. Such individual has to pay a fee of Rs. 30/- per month 
for the primary education of the child and Rs. 40/- per month for secondary education. 

J11b111i Programme for Abolition of Prostitution: Prostitution has got social 
recognition in some most backward castes of Madhya Pradesh. Wom~'ll and girl child 
are mainly affected by this evil custom. Madhya Pradesh government started Jabali 
programme to end this evil custom. Under this programme Rec\usory for children, 
Reform homes, Economic programmes for women, Health che.:k-up, Treatment, 
Social and Public awareness, Publicity and propaganda activities are organized. 

Organizing women awareness Camps: Awareness camps are periodically organized 
for women at. District level, Block development level and Village level to make them 
aware about various programmes, schemes, laws and other aspects of development 
projects launched or implemented by state government or central agencies. 

Nari Nik.eta 11: Nari N iketan have been established in 6 districts to provide shelter to 
widows, divorcees, destitute, unwed mothers, socially discarded women and others. 
Jn these Nari Niketans free accommodation, education, food, cloth and commercial 
training is provided to women and her 7year old child for their rehabilitation. 

Wome11 Reform House ( Mahila Uddhar Griha ): Shelter is provided to those 
women detained under Trafficking of Women (Prevention) Act by court orders. 
Besides shelter, Education and Training are imparted to them to reform their moral 
character at this reform center. This center is situated in Indore. 

(14) Rajkiya Balilra Anurakshan Griha: The main aim of such Grihas is to provide 
separate shelter to the healthy children of leprosy affected parents to prevent the 
,-pread of the disease in them and provide the social and educational maintenance. 
:i>resently 8 Children Maintenance Griha are in operation for the children of 13 - 18 
years of age group in the state. 

(15) Mahila Wasati Griha (Women Hostels): The domicile women of the state have to 
leave their original place of residence for work and carry out professional activities in 
major towns and cities. To provide them safe and clean. accommodation, workin 
gwomen's hostels are run and managed by state government at Jabalpur and Indore. 



(16) Government Managed Jhoolaghar: The State Government is operating Jhoolaghar 
in 10 Districts to look after the children and provide nursery education to the children 
of working- women of low and medium class families. 

(17) Balwadi Saba-Sanskar Kendra: Six Nos. of government Balwadi Saha-Sanskar 
Kendra are in operation in the state with an objective to develop good physical, mental 
and moral values among the children of poor, backward, labour, working class, 
scheduled caste and tribal women. 

( 18) Matri Kutir: The objectives are to bring-up orphan and destitute children in a well
knit family atmosphere and provide them educational facilities. Such children are kept 
with women members, who look after them as mother till their adolescent. Funds are 
provided for the subsistence of mother and the child. 

(19) Sewing and Embroidery Center (Silai Kadbai Kendra): 19 Nos. of tailoring and 
embroidery centers are in operation in various districts of the state to impart training 
in tailoring and embroidery to the women of poor, destitute, low and medium income 
group families. 

Apart from the above, the following are the other programmes for the development of 
women: 

Madhya Pradesh Mahila Arthik Vilras Nigam has been established in 1998 under M P. 
Non-negotiable act. The acquired capital of the corporation is Rs. 5 Crores and paid up 
capital is Rs. 3.53 Crores. The share capital of Government of India is Rs. 0.98 Crores 
where as share of the State Government is Rs. 2.55 Crores. Following are the progra.mmes 
implemented by the corporation, towards making the women ec~nomically prosperous. 

( 1) Gramya Yojana: This is lhe most popular scheme organized by lhe corporation. 
Interest free loans of 

Rs. 500/- is provided nnder this scheme to the poor women to start small and micro 
business with an objective to make them self-reliant, Credit of Rs, 1000/- is given to 
them after the initial loon is cleared / returned. 

(2) Photocopier Scheme: The Corporation provides 10% of the sanctioned bank loan or 
Rs. I 0,000/- margin money in the form of grant to sta,:t photocopier business under 
self-employment scheme to economically backward women. Tb.is scheme is going 
to be implemented in all districts of the state. 

(3) Samarth Yojana: Under this programme, widows, divorcees, destitute, socially 
discarded, neglected women are encouraged to take technical training / education. 
The government bears the educational expenses and other expenses in1-'Urred by the 
women to get admission in technical institutes. 

(4) Typing Trainlng Programme: The objective of this programme is to make the poor 
educated unemployed girls/ women self-reliant by imparting training to them in typing. 
Free typing training is imparted to the 25 women of each district. Stipend of Rs. 250/ 
- per month is given to each beneficimy, All expenses of the training are incurred by 
the Nigam. 

(5) Establishment of Self-service Group: For the empowerment of the rural wornen, 
the Nigam has implemented Self-Service Group programmes. The main aim of this 
programme is to provide informal loan/ credit facilities to rural women by encouraging 
in them the habit of saving. 

(6) Mamatva Mela: Mamatva Mela is organized by the Nigam every year for exhibition, 
distribution and marketing/ sales of the products produced / manufactured by women 
entrepreneur and rural women groups. This directly helps the producer/ manufacturer 
of the product. 
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(7) Nora!! Scheme: The aim of this scheme is to provide employment-oriented training 
· to the women of weaker section with the assji;tance from the Government ofNorway. 
Grants are sanctioned to the institutions directly for the operation of the scheme. The 
· corporation invites applications from the Non-Governmental Organizations, scrutinizes 
their portfolios and sends it to the Government ·of India with recommendations. 

(8) Silk Project: The Nigam has siarted the Silk Project at a cost of Rs. 718 Lakhs in 18 
districts with the co-operation from Silk Directorate to encourage, motivate and make 

.. ,ie , ;w,o~en·self-employed and eslf-reliant. · 

-·~-,:!Be!liiles t11ese -schemes and programmes various grant schemes and activities are 
implemented in the·staieby Voluntary Institutioos operating in women and child development 
field: 

(A) Grant Sc~mes,ofthe Central Government: 
(I) : -·Gtants for Organizational Help / Organizational Assistance Grants. 

(2) ··women's Hostel for Working Women 

(3). , is't~lis~~t ~flnfunt Homes for adopted children . 
.:·,.,~"',:~~ • .,,,.;_\.,,,.,'fl ,. 

( 4) . Grants from National Children Fund 
. 'l;.i,. ., ~' •• 

.;,., _;',,,.(?) .,Drants from National Infant Fund. 

· . .,,:, -·• ,, :,.; :: (-6) 'Temporary Residential Home Management Programme . 
.. , \, ,,. >::c· 

(7) Assistance frn;,the Publicity and Conducting Educational. Programme to prevent 
atrocities on women. 

(B) Grant Schemes of the State Government: 
(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Grants to Orphanage. 
' J • . 

Legal Advice and Help Programme to Women and Children. 

Grants to M. P. State Social Welfare Advisory Board. 

Grants to Jawahar Bal Vikas Centers. 

Grants to Destitute Children Homes. 

· Rehabilitation Training to Disaster 'Affected Women. 

. Grant for General Activities. 

Other important Schemes: 

.. (1) Ladli Laxmi Yojana: Madhya Pradesh ~ovemment has annoµnced to start new 
1.adli Laxmi Yojana from !st April 2007 for.1he gii;ls. Rs. 24 Crores have been allocated 
in the budget fur the year 2007-08. This unique scheme addresses all the needs of the 
girl child till their marriage. This scheme covers the girl of all the religion and caste 
but is limited to two children only. All the girls, who have born after December 31, 
2005 and whose family rails under Non°1ncome Tax payer category and are registered · 
with any of the anganwadi Kendra would be the beneficiary. Regular attendance at 

· the center has been made compulsory. Besides the family with two daughters, the 
girls living in orphanage and Reform Houses too would benefit from this scheme. 

After registration under this scheme National Saving Certificate worth Rs. 6000/
would be issued in their name continuously for five years. Thus an investment of Rs. 
30000/- is made in the name of each registered girl child. With the interesta.ccrued on . 

· their investment a lump sum of Rs. 2000/-, Rs. 4000/-, Rs. 7500/- is given to each 
girl when she passes class fifth, eight and tenth respectively. Scholarship of Rs. 2001 
- is given to each girl every month in class II th and 12th. In the end a sum of Rs. 
1,00, 000/- is given to the girl when she reaches the age of21 provided she has not 
married before 18 years of age. 



(2) Vijay Raje Janani Kalyan Yojana: The yojana is operated in Madhya Pradesh to 
help the pregnant women of those llunilies living in below poverty line. Under this 

scheme the beneficiary or the conceived woman receives Rs. lOOO/- as medical 
· expenses during pregnancy and in case of death during pregnancy her heirs will 
receive the insured amount ofRs.50,000/-. 1he conceived woman can derive benefit 
of the plan only whe~ she is medically examined at least three times during the 
pregnancy and the delivery is done in the Government Hospital. If she gives delivery 
in an approved hospital then she will get the advantage of the yojana but the amo_l)nt 
will be paid to the hospital. Besides this, additional amount of Rs. 1400/- or Rs. I 000/ 
- would be paid (lCCording to the eligibility of the beneficiary under Jaruuri §uraksha 
Yojan!L 

(3) Usha Klran Yojana for Domestic Violence Oppressed Women: UshaKiran Yojana 
has been started in Madhya Pradesh for the domestic violence afflicted women to 
give them economic security and make them self-reliant. President Mrs. Prathiba 
Patil started the yojana in Bhopal on June 29, 2008. . 

(4) Jawabar Rojgar Yojana: This yojana was started on 1st April 1999 in which the 
ratio of central and state government is 80:20 but in 1999-2000 this yojana was 
renamed as Jawahar Gram Smrudhi Yojana and the expenditure ratio of central and 
state government. changed to 15:25. The main objective of this yojana is to create 
additional profitable employment to _unemployed and semi-employed youths (both 
men· and women) of rural areas. Along with this, the yojana aims to create productive 
community capital to strengthen rural economic and social structure to provide direct 
and continuous ben<?fits to the rural poor community and group. Priorities are given 
to scheduled castes I scheduled tribes and employed bonded laborers of rural areas. 
300/4 employment opportunities· are reserved for rural women. Each of the district 
level Gram Panchayats have got.the rights of expenditure up to 80% of the approved 

amount. 
• 

(5). Klllpataru Yojaoa: The sub-plan of_Employment Guarantee Scheme was introduced 
in the state in 1995-96 for the families and farmers living below poverty line, small 
and marginal fanners with an objective to encourage them to grow plantation and 
fruits. 

,· 
This scheme is implemented in thooi; Development Blocks where Employment 

-." .'t' 

Guarantee Programme is in operation. "Maximum of Rs.15000/- per hectare is given 
as assistance to the beneficiary. This assistance per beneficiary is maximu~ one 

hectare. 

( 6) Indira Awas Yojana: Till i995-96 this yojana was sub-plan of Jawahar Rojgar Yojana 
. but in 1996-97 this was given the form of an independent yojana. The objective of 

this yojana is to provide economical assistance to those people who are living below 
poverty line in rural areas. Gram Panchayats select the beneficiary under this scheme. 
The beneficiary himself makes compulsory provision for the toilet and smokeless 
stove in the house. Jbe available land must be in the joint name of both male and 
female. The unit cost per .house was kept Rs. 20,000/- of which Rs.17,500/- is 
indu<fud as House construction cost and Rs. 2500/- for general amenities. Out of the 
total allotment 80% was for new houses and 20% for converting Kachha House into 
Pucca House for which beneficiary was to get Rs.10,000/- as grani for this purpose. 

(7) Rajeev Swavlamban Yojana: The state government has decided to start a new 

yojana to promote self-employment in the state, Under this plan shops would be 
constructed in all the 334 Municipal Corporation area and they will be rented out to 
unemployed youths ~n concessional tenns. 

Entrepreneurship .De1id<Jpm,::f'. 
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•p,,.cneursldp Devefopmcni (8J ·' • Jeevandhara Yojana: This is also known as Ten Lakh well project. This wa_s earlier 
the sub pian ofJawahar Rojgar Yojana, but from 1996-97 it became an independent 
plan. The main objective was to facilitate small and marginal farmers Jiving in rural 
areas to dig wells in their own lands for irrigation purpose ou 100% economic 
assistance .. The beneficiary himself digs the well and money is provided to him 
according to the progress of the work. The amount is decided on the basis of set 
criteria decided by NABARD. 

(9) Nehru Rojgar Yojana: The yojana is for the people living in urban areas below 
poverty line. Training is imparted to them for self-employment. This yojana includes 
five programmes. 

(i) Establishment of Cottage Industry in town. 

(ii) Establishment of Small-scale Industries in town. 

(iii) Programme on the basis of urban workers. 

(iv) Renovation, construction and management of Houses and Shelter Homes. 

( v) Residential accommodation and Shelter homes renovation (Training), 

(I 0) Pradhanmantri Rojgar Yojana: This programme is under implementation since 
1993. Under this scheme loans are made available to the urban unemployed to start 

their own industry, trade and services. Government contributes 15% of the total unit 
cost or Rs.7500/- maximum per beneficiary. The beneficiary should be in the age 
group of 18 to 35 years. Scheduled Castes. Scheduled Tribes, Ex-soldiers, Physically 
disabled and women are eligible for 10 years concession in their age. They can apply 
up to the age of 45 years. 

(11) Consortius Bank Credit Scheme: This yojana is sponsored by Khadi and 
Gramodyog. Under this yojana an individual is entitled to get concessionalloan up to 

Rs. l O Lakbs and an institution up to Rs. 2.5 Lakhs. The beneficiary has to invest I 0% 
of the total project cost. Grants are provided to the beneficiary after total repayment 
of the loans, 

(12) Margin Money Scheme: Khadi and Gramodyog in which loan ful;ilities are provided 
by commercial banks and Khadi and Gramodhog Board gives margin money to promote 
establishment of industries in rural areas to solve rural unemployment problem .. This 
yojana is aPPlicable in the areas with 20,000 or less population. The beneficiary should 
be an expert in traditional art and must have sufficient experience to start such cottage 
industry. The beneficiary must not be a bank delimiter, must have the capacity to 

. furnish Bank Guarantee should be eligible to pay I 0% margin money. Minorities, Ex
soldiers, Physically handicapped, Women, Backward class, SC, ST, candidates were 
required to pay 5% margin money under this scheme. 

(13) I;'amily Oriented Unit Yojana (Pariwarmulak Ikai Yojana): The benefit of this 
yojana is provided to all catezories of people through Gramodyog unit for self
ernployment. 90% of the unit cost and capital cost is given as grant whose maximum 
limit is Rs. I 3500/-. Rest 10% either the beneficiary deposit himself or through Bank 
loan. 

(14) Gramin Aawas Loan and Anudan Yojana (Rural Home Loan and Grant 
Scheme): This yojana is applicable to those people who live either below poverty-line 
or above BPL and those who have been left or excluded from Indira Awas Yojana or 
could not derive advantage due to non approval of the grants. Such needy persons 
can get advantage of this yojana but their income should not increase more than 
Rs.32000/-per anurn. The maximum loan limit is Rs.40000/- and-grant amount is Rs. 
!0000/-. Loans are provided tot.lie beneficiary through Lead Bank. The selection of 



beneficiary is done through Gram Panchayat but the programme is implemented by · Entrepren,u,i/,1p De.,t.pm,.,.:;. 

District Panchayat Provision has been niade to spend 60% of allotted mnount on 
Scheduled Castes, Scheduled Tribes, Freed Bonded.Laborers. 75% of the Grant amount 
is provided by the Central Government where as the State Government contributes 
25% of the Gr;mt amount. · · 

(15) Jawahar Gram Samridhi Yojana: The objective of Ibis yojana is to create profitable 
vocations to the un-employed, semi-employed youths male or female in rural areas. 
All beneficiaries living below the poverty line are eligible for this yoj~. Priorities 
have· been given to the Scheduled Castes, Scheduled Tribes and Freed Bonded · 
Laborers. 

The yojana is operated through Gram P~nchayat. Provision has been made for 60%, 
expenditure on labor payment bilJ-in which remuneration or wages to be paid to the 
worker should be according to the declared government rates and equal payment for 
both male and female worker. In tio case the women workers be paid less .than 30% 
of the male workers. 

. The total allotted amount is directly transferred to Gram Panchayats from the district 
adminstration. Out of that 60% amount is spent on Scheduled Castes and Scheduled 
Tribes of their total population and balance is spent on the total population. 

The Gram Pancbayats can spend 7.5% or Rs.7500/-, whichever is less on government 
and incidental expenses aru:I under technical advise and 15% on the maintenance of 
community centers and buildings situated in their geographical areas. 

( 16) Udyaniki Vikas Falodyan Yojana: Under this scheme the loans are provided through 
commercial banks. Farmers who are not interested in availing the loans can avail the 
grant fucilities available under this scheme. Farmers get loan np to Rs.33000/- according 
to NABARD unit cost and grants in case of 90% of living plants. 

(17) Antyodaya Swarojg~r Yojana (Antyodaya Self Employment Scheme): The 
objective of this yojana is to provide credit facilities to the families of Scheduied 
Castes living beiow ·poverty line to start · their own business. Only the families of 
Scheduled Castes are eligible for this yojana. The annual incon1e of the family should 
not be more than Rs.364.65 per individual per month.1)1e maximum limit for.financial 
assistance is Rs.50000{- and grant amount is Rs.6000/-. · 

(18) Pratishtba Yojana: The main objective of thls yojana is to provide freedom to the 
· sweepers engaged in sanitation work, their rehabilitation and training in selected . 
vocations. Only workers engaged in inhuman activities such as removal of human 

. excreta etc. are eligible under this scheme. A sum up to Rs.50000/- is provided for 
this purpose. Scholarship of Rs.500/.- is also given during the training. 

( 19) Unemployment Allowances: Provision bas been made to provide Rs.2()0/- p.m. as 
unemplo}'Illent allowance to the educated unemployed with qualifications of Higher 
Secondary and Jntennediate. To avail benefit under this scheme registration with 
Emplo~nt Office (Rozgar Karyalaya) is compulsory. · 

Soclal Welfare Programmes: 

(I) Social Secl!rity Pension Scheme/ Old Age Pension Scheme: The main objective 
is to provide economical help to the destitute persons. Persons above the age of 60 
years, disable persons of 60 years and above, wiqows, and divorcee women of age 
50 years and above are eligible under this scheme. Disabled persons of age 6· to 14 
years are .also eligible provided they are enrolled with some recognized school and 
continuing their education. 6 to 14 years old disabled school going children of families 
living below poverty line {BPL ), even if they are not destitute can avail the benefit of 
this scheme. Under this scheme the beneficiaries also receive a Social Security pension 
of Rs.150/- per month. 
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E11tr.eprene11nrllip Deveiopmeni-2 · {2) Nation~! .t"amily Help I ,Assistance Scheme(Rashtriya Pariwar Sahayata Yojana): . 
On the death of the head of the family.. who·w~ living Below Pqverty Line {BPL) 
aged between 18 years of age and above to 65 years of age, lump sum: economic . 

· assistance is given to the dependant members of the family of the deceased. This 
scheme is ·operated in the entire state. Lump sum economic assistanc1> of Rs. I 00001 
• is pied.under this.scheme in case the death is_due to natural calamities. Central 
Government provides I 00% amount to states for the implementation of this scheme. 
Following are the eligibility criteria. 
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(3) 

(4) 

{i) The family should be living below the P~verty Line. 

(ii) Death of that family member who was the main bread earner for. the faniily. 

(iii) The deceased must have completed 18 years of age· and should not be more 
than 65 years of age on the day of death. 

Bbagyodaya Yojana: 'Bhagyodaya Yojana' was started in Madhya Pradesh from O l -
June-2002 to promote small savings. Lucky draw coupon would be provided to the 
members who would -invest in this scheme for a certain period. Total prizes of 72,188 
worth Rs.12.37 Crores would be distributed under this scheme. 

One Panchayat One _Product Yojana (Ek Pancbayat • Ek Utpad Yojana): With an 
objective to b~g in improvement in the econoniic condition of the people by creating 
new ein"ployrnent opportunities:•one !'llnchayat One Product' scheme is going ·10 be 
launched iri rural areas of Panna District of Madhya Pradesh. Under this scheme 
people of one Panchayat region would specialize in ·the production of the product and 
their product would be marketed all over the state. · · 

(5) Assured lncoll)e Plan (Sunishchit Income Yojana): Undet this scheme scholarship· 
· of Rs.200/-·to Rs.5001: is -given for six months to one year on the basis of the 
ed\lcational qualification of the trainees. . 

(6) Setwin Yojana: Under this scheme employment opportunities are generated by, 
establishing and constructing Gumti's at various locations._ 

(7) · Swarna JaYMtl Urbait Employment Scheme: This includes combined programmes · 
. ofNehru Rojgar Yojana, Pradhan Mantri Co-0rdinated Programme to eradicate urban 

poverty (Pradhan Mantri Ka Samanwit Shabr(Garibi Upsarnan Karyakram) and Basic 
Service Programme for urban poor (Garibon Ke Liye Moolabhoot Sewa Sansadhan 
Karyakram) 

• .. . Pf)lavaran Sudhar Karyakram (Clean Environment Program'11e) 

Rashtriya Gandi Basti Vikas Karyakram (National Slum Area Development 
Programme) 

Sehemes In The Name of Deendayal Upadhyaya: 

The then Chief Minister of Madhya· Pradesh Shri. Babula! Gaur announced five big 
mass friendly projects on 25-September-2004 on the birth anniversary of Pt. Deendayal 
Upadhyaya. Following are the brief description about these schemes: 

(I) Deendayal Samarth Yojana 2004: This p_rogramme has been started by Madhya 
Pradesh Government for physically and mentally handicapped persons with an objective 
to develop their potential and make them an integral part of mainstream ·society, ·n,e 
scheme got cabinet approval ·on 02-June-2004. The sate Government is planning to· 
spena Rs.30, 36, 53,0001- ori this tiine bound scheme." 

Special arrangements would be inade to provide education to the physically and · 
mentally challenged children under this scheme. Special training would be given to . 
the teachers to teach such children. Along with scholarship and other allowances free 
educational aids.would be provided to such children in the school. 
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Arrangements have been made for the employment of the disabled children. l % 
reservations in the Commercial Complexes and 6% reservations in the Government 
jobs would be given to such children. Special employment cell would be established 
in Bhopal and Indore for such children. Special encouragement incentives would be 
given to the institutions and organizations engaged in the service of destitute children 
'and handicapped. Besides this, the District Handicapped and Rehabilitation Centers 
would be expanded all over the state. Telephone Help Line Service would be provid!ld 
to the disabled. More than 50,000 disabled, physically and mentally chal\enged persons 
have been identified from t)lis programme, which was started on 25-September-
2004. 

(2) Gokul Gram Prakalp Yojana 2004: Integrated development of selected villages on 
the basis of fundamental principles of Panch-Ja have been undertaken for a year in a. 
coordinated way under this scheme, which was started from 25-September-2004. 
All types of infrastructure development facilities would be provided to these villages. 
Pt. Deendayal Upadhyaya Excellence Schools would be established in each such 

,villages at a cost of Rs.10.00 Lakhs. The then Chief Minister of Madhya Pradesh 
Sbri. Babula! Gaur inaugurated the Gok:ul Gram Yojana in village Salaiya of Akbarpu< 
Gram Panchayat near Bhopal. The State Government plans to develop approximately 
20,000 villages \Vith all infrastructure development on the patterns of Gokul Gram 1n 
next four years in the state. 

(3) Deendayal Rojgar Yojaua 2004: Educated unemployed would get benefit from this 
yojana. Necessary margin-money would be provided to the educated unemployed for 
Bank Loan under this scheme by Madhya Pradesh Government. 

( 4) Deendayal Antyodaya Upchar Yojana 2004: This scheme· was started on 25_
September-2004 was particularly tailor made for Scheduled Castes and Scheduled 
Tribes and families surviving below poverty line. Under this scheme the administration 
will bear the treatment cost of such categories of people and will spend maximum of 
Rs.20000i-on treatment per family in11 year: For this purpose Blue and Yellow Colored 
Special Cards are being distributed to the beneficiary families by the administration: 

· (5) Ayodhya Yojana 2004: Ayodhya Yojana has been started for Urban Jhuggi Bastis on 
the pattern ofGok:ul Gram Prakalp Yojana for the villages of Madhya Pradesh. Chief 
Minister dedicated the first Ayudhya Basti of the state m Rahul Nagar-P-.unpapllr in 
Bhopal. • 

Under the Ayodhya Basti Scheme cemented roads, Concrete Water Drainage System, 
Electric Connection, Sanitation, Cleanliness and Water Supply mechanism would be 
provided in the Jhuggi Basti by the state administration. The Residents of these areas 
wi\l not have to suffer for basic infrastructure facilities. 

Madhya Pradesh Gramin Aajeevika Yojana: Madhya Pradesh cabinet approved 
this yojana on June 2004 in their meeting held in Maliua. The.objective of this yojana 
is to eradicate poverty in the state. In the first phase, this programme will be · 
implemented in Six Adivasi abuntlance districts ofDhar, Jbabua, Badwani, Mandala, 
Dindori and Shadol. · 

Anna Kosh: Mid-day meal programme was introduced in the state from July 1, 2004 
in Govennnent and Gorernment aided primary schools. Farmers, social welfare organization, 
institutions could be able to contribute Wheat, Rice etc. in the 'Anna Kosh' iustituted for this 
purpose and NGOs would provide cooked food to the students, 

Swami Vivekananda Career Guidance Yojana: Madhya Pradesh administration has 
prepared "Swami Vivekananda Career Guidance / Counseling programme" for. the school 
and college students to provide them with information about adequate career opportunities 

Effirepreneurship Deyt:lupmenl 

;',OTES 

63 

http:Rs.IO.OO


NOTES 

64 

besides academic qualifications prepared by Higher Education Department. The scheme 
aims to provide maximum career opportunities to the youths. De;lartment of School Education, 

. . ~ 

,, technical Education and Adim Jati Kalyan Vibhag (Department of Scheduled Caste Welfare) 
'would operate this scheme in co-operation with each other. Career Guidance Cell will s~n. 
be set-up in each Higher Secondary schools and -colleges. 

Trained Teachers and Professors would provide guidance "' the students about career 
in the Career Guidance_ Cell. For the-rural background· students mfonnation and guidance 
would be provided related with agriculture and career opportunity options available in rural 
areas. The cabinet has approved approximately _rupees one and half crores for the year 
2005-06 for this scheme. The scheme will be made pennanent to enable the students to 
choose right vocation for themselves. Information about career opportunities would be 
made avaf!abl~ to them through Internet also. 

Bal Shakti Yojana: Survey carried out under Bal Sanjeevarni Abhiyan(Bal Sarrjeevani 
Campaign Jin October-November 2005 in Madhya Pradesh revealed that about 33.48 Lakhs -
of children in the age group of5 Years suffer from malnutrition. This is almost 50% oftbe 
total population of children in the st:i.te in this age bracket. Among the malnutrition affected 
children 10913 children fall in Category IV where as 67352 children in Category IIl grade of 
malnutrition. Most of the malnutrition-affected children belong to poor and backward category, 

To eliminate malnutrition among the children, the Sate Government initiated "Bal Shakti 
Yojana", managed jointly by Public Health Department and Women and Child Development 
Deparlment. The programme aims to bring down the total number of Grade IV and Grade 
III category of children to 1 %. 

Rashtrlya Rojgar Guarantee Yojaoa-2005: The 18 shortlisted districts for the first 
phase programme of Rasbtriya Rojgar Guarantee Yojana of Madhya Pradesh is, Jhabua, 
Mandala, Umariya, Shahdol, Badwani, Khargone(West Nimad), Shivpuri, Sidhi, Tika..'11garh, 
Balagbat, Chattarpur, Betul, Khandwa(East Nimad), Sheopur, Dhar, Shivani, Dindori and 
Satna. 

State government has allocated Rs.140 crores for the implementation of this programme 
in the financial year 2006-07 under the provision of National Rural Rojgar Guarantee Bill 
Act, 2005. Madhya Pradesh State Rojgar Guarantee Council has been constituted-to implement 
the yojana in the state. Chief Minister is the ex-officio Chairman_ of the General Meeting of 
the council. Panchayat and Gramin Vikas Mantri is its Deputy Chairman and Finance, Forest, 
Water Resources, Public Finance, Public Works Department, Agriculture. Adim Jati and 
Anusuchit Jati Kaly.,n Mautri, State Planning Commissions Vice President, Chief Secretary, 
Principal Secretary, Panchayat and Gramin Vikas and Two non-government~] members 
nominated by state government are the members of this council. The state level empowerment 
committee of the council, Rojgar Guarantee Authority headed by Chief Secretary will be 
constituted for its efficient management. 

-Vlvekan~nd Group Insurance Scheme for the Poor: State Government has started 
this scheme to provide accident benefit to the adult members of those families living Below 
Poverty Line (BPL). Chief Minister Shivraj Singh Chauhan inaugurated the scheme on 28th 
iannary2006. State Government provided Rs.3.45crores to ICICI Lombard General lnsu.rance 
Company to implement this scheme in the state. Two Crores of individual members in the 
age group of 18-65 of 50 Lakhs of fumilies would receive Security Shield from this scheme. 

Tejaswani Gramin Mahila Sashktikaran Yojana (Tejaswani Rural Women 
Empowerment Scheme): Madhya Pradesh State Cabinet gave its approval to Tejaswani 
Gramin Mahila Sashktikaran plan, another women beneficial scheme on June 05, 2006. The 
Rs.161.59 Cron~s. Eight years project to be implemented in co-operation with International 
Fund for Agriculture Development will benefit and strengthen I 2000 Women Self-help Groups 
in 2400 Villages of Six Districts. The scheme will directly help 1.80 Lakhs of women. The --
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six districts in which the scheme will be implemented are Balaghat, Dindori, Mandia, Panna, · farr,puwea,ship Dewdapmem 

Chhatarpur and T ikamgarh. 

111e chief aim of this project is to form self-help groups, organize an apex body of that 
·orgamzation, to provide easy accessibility of women to Micro Financing Services and creation 
of better opportunities of livelihood for women. Tejaswani Grarnin Mahila Sashktikaran 

. Project would be implemented in the state by Department of Women and Child Welfare NOTES 
through Madhya Pradesh Women Finance and Development Corporation. 

Alim Admi Biina Yojana (Common Man Insurance Scheme): This scheme was 
launched by Life Insurance Corporation of India Limited on 02 Oct 2007 for the landless 
rural workers. Government of India has decided annual premium of Rs.200/- per annum per 
member for its implementation. State Government contributes Rs.] 00/- per member in this 
scheme. TI1e age limit of the member under this scheme should be 18 to 59 years. Insured . 
person should be headman of the landless family or an earning member of the family. Under 
the scheme in case of general death the insured person would receive a sum ofRs.30000/-
, in case of death in accident he will receive a sum ofRs.75000/- and also incase.of 100% 
of disability in accident, in case of losing one eye or one hand or one leg or on partial 
·impairment oflimbs he will receive Rs.37500/-. Children of insured member would get free 
aid on scholarship under this scheme. Two students per family would receive Rs.JOO/- per 
month as scholarship from class IX to Xll . 

. Mukhya Mantri Annapurna·Yojana (Chief Minister Annapurna Yojana): The 
Mukhya Mantri Annapurna Yojana was launched in the state from 26 April 2008 to provide 
food grains at concessional rates to the population livi.ng below poverty line in the stale. 
BJ P's National Vice-President Shri. M. Venkath :Saidu inaugurated this scheme in the presence 
of Chief Minister Shri. Shivaraj Sing Chouhan. Under this scheme BPL faJllilies would.get. 
Rice at Rs.4.50 per Kg. and Wheat at Rs.3/- per Kg. 20 Kgs. of food grains would be 

provided to each of BPL families per month. 

( l) Schemes Related to Primary Education: Raj iv Gandhi Primary Education Mission 
was established on January 04, I 994 in the name of former Prime Minister Late 
Rajeev Gandhi for universalisation of Primary Education. Following schemes are in 
operation in Madhya Prrufosh. 

(i) Scholarship Campaign 

(ii) Education in Rural Areas 

(iii) Informal Education 

(iv) Operation Black Board 

(v) Manisha Scheme 

(vi) Rajeev Gandhi Primary Education Mission 

(vii) Mid-day Meal Scheme 

(viii) Environment Oriented Schemes 

(ix} Yoga Education Scheme 

( x) Education Guarantee Scheme 

( 2) Schemes Associated with Sel:ondary Education: Following schemes are in operation 
in Madhya Pradesh related with Secondary Education. 

·(i) 10 + 2 Education 

(ii) Navodaya Vidyalaya 

(iii) Professional Education 
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(iv) Study and Eam·Education 

( V) · Computer Education ' 

(3) Schemes for Qualitative Improvement in Education: 

(i) Teachers Training 

(ii) Science Improvements / Research Education 

.· (iii) Television Supply 

·(iv) Excellent Teachers Scheme 

( v) Sports Oriented Education Scheme 

(vi) . Consolidated Education Scheme for Handicapped Children 

(vii) Education for Human Values . 

Special Programmes Organized by Government Departments 

Vari~us Government Departments are organ~ing following s~hemes and programmes. 

By Education Department: 

(i) Study and Grow Programme : Mass awareness campaign by organizing and forming 
committees in every viilage. 

(ii) · Initiative to bring qualitative improvement in education. 

(a) Improvement in Class· V and VIII results, 

(b) Timely presence of Teachers in Schools. 

(c) 100% ad.mission of children between 6 to 14' years age group. 

·( d) Heal1h check-up of children. 

( e) Decrease in school drop-out numbers. 

By Rural Development Department: 

(i) Swarna Jayanti (Swa-Rozgar) Self-Employment Scheme: 

(a) · Selection and implementation of individuals and self-help groups to establish 
Small and Micro Units. 

(ii) Jawahar Gram Samridbi Yojana: 

(a) . Construction ofpennanent and stable infrastructure according to the needs in 
rural areas and villages. 

(b) Employment generation in rural areas and villages during off cropping seasons 
for villages. 

(iil) Indira Awas Yojana: 

(a) Selection of Beneficiaries for constructing new houses. 

(b) . Selection of families for converting mud built houses in to Pucca oi- Partially 
Pucca Houses. 

By Health Department: 

(i) To organize disease diagnosis camps at village levels. 

(ii) Time bound Vaccination progranm1e. 

(iii) Mal-nutrition eradication programme. 

(iv). Family welfare programme for family planning. 
(Maternity and Child Care Programmes) 



.(v) Leprosy Eradication Programme. 

(\i} Blindness prevention p;.ogramme. 

(vii) AIDS. Controi Programme. 

By Public Health Engineering Department: 

(i) CleanlinessOperation. 

(ii) Maintenance and management of rural Water Pipeline Schemes. 

(iii) Maintemance and repair of Pumps/ Hand Pumps. 

By Panchayat and Social_Justice Department: 

(i) Taxation Scheme to increa.~e-the Panchayat Revenue .. 

. (ii) . Establfahment. of Kanzi House ( Awara Pashu) for control of wandering animals. · 

By Animal Husbandry Department: 

(i) Organizing Animal Diseases Control Camps at viliage level. 

(ii) · Programme to improve Animal br~ad. 

(iii) . Trai~ing iilld fanployme~t Programme for Ga~-Sewaks (Cow-attendants) 

By Fisheries Department: . 

(i) Encourageinertt to Fisheries I Pisciculture in villages by digging ponds I fish 
ponds. · · · 

(ii) Encouragement to Pisc1cultu~ in s~ll ponds and tanks: 

.(iii) Implementation of self-employment oriented Pisciculture scheme. . . . 
By Agriculture Department: 

(i) Use of quality seeds. 

(ii)• Use of chemical fertilizers. 

(iii) · Constructi_on of Nadep Tanks. 

(iv) Construction of Biogas Equipments .. 

(v) Exparision of National Water Conservation.Programme or Areas. 

(vi) Development and Expansion of Horticulture areas. 

· By Department.of Industries: 

(i) 'Io revive cottage and small scale rural based industry by providing Training 
Facilities to rural artisans to promote various rural self-employment cottage 

, industry and Handicrafts. 

(ii) Establishment of Small Scale Industries by adding unique schemes for Tool 
manufacturing under Prime Minister Rozgar Yojana-. 

By Water Resource Department: 

(i) Providing imgation faciliti~ to the farmers, time to time1rom existing Water 
Resource,s. 

•. (ii) Maintenance, deepening of Canals with the assistance of farmers for better 
inig;,tion facilities. 

By Public Finance Department: 

(i) Settlement ofundisp:1ted nomination claims, 

(ii) Settlement of undisputed Land-Division claims. 
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(iii) Settlement of Credit Ledgers I Loan Pass Books. 

(iv) Providing copies of Computer generated or computerized copies of Khasara 
and Khatouni. 

· , . J v) · Enquiry and sL'ltlement of Land boundary limits and laying of milestones. 

(vi) Settlement of Population or inhabited area. 

(2) 

(3) 

(4) 

(5) 

\vii) Enquiry of encroachmenKon Government Lands and its restoration or. 
dispossession, · · 

Important Questions for Examination 

What are Projects? Explain its objectives. 

What do you mea;i by. Government Projects? Describe its types. 

Explain the objects of Government Projects and its importance. 

Describe various projects and· also explain its importance. 
- ' .. '· ' " 

Describe the various schemes of Government Plans? Explain any two plans {Schemes). 

(6) · Describe two projects in the field of irrigation . 

. (7) · Descn'be in d~ail the project managed and operated for Electricity generation. 

(8) Describe in detail the projects established for Energy Development. 

(9) Describe in d~tail the projects run and mall!ged by Women and Child Development 
Department.' · 

(l 0) Which are the prominent projects in operation in the State for Eradication of Poverty? 
Explain in detail. 

(! 1) . What differe11t Projects the Government Departments operate and manage? Describe 
in detail. 

( 12) Which are the projects organized and operated by Education ~ent7 Explain in 
detail 

( 13) Which are the different projects organized, managed and implemented by Women 
and Child Development Department? Explain in detail. 

(14) Write Short Notes on following three projects. 

( a) Ladli Laxmi Yojana, (b) Swami Vivekanand Career Guidance Scheme, ( c) Pradhan 
Mantri Rozgar Yojana, (d) Nehru Rozgar Yojana, (e)Madhya Pradesh GraminAajeevika 
Yojana(RuralLivelihoodProject),(f)NationalEmploymeritGuarailtre Yojana(Rashtriya 
Rozgar Guarantee Yojana). 

, ( 15) Which are the projects in operation in 1he state in the name of Pt Deendayal Upadhyaya? 
Explain in detail 

(16) Which are the projects in operation in the state for Social Welfare? Explain. 

( 1 7) Which are the projects organized and managed by Government Departments? Descn'be . 
in detail. 

·••· 
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NON-GOVERNMENT PROJECTS· 

. Non-Government Projects are those projects, which are r!IJ\, managed, organized and 
operated by Non-government organiz.ations or by social Self-Help Groups . 

. Meaning of N.G.O: Non-govemmenf organizations are those organizations, which 
functions iri non-governmental areas. In other words it is such organization of b:idividuals or 
people who are not related with government or individuals non-related or· unrelated with 
governmental body I institutions or government agencies. Those influential or capable persons 
who. have missionmy zeal to do something for the welfare of the society establish such 
organizations. These organizations do not function under any type of government controi or , 

· guidance, they function either on the aid of foreign government, industrialists, contributions, 
self-earned money,. or without any financial assistance on. people's contributions. If such . 
organizations do take fmancial aid, help, contributions from any financial institutions or 
agencies for the welfis:re of people, particular community or .group or for weaker class of 
society then they have to· manage their books of accounts according to the terms and 
conditions of the donor institutions and they have to fulfill only those objectives for which 
money so received. They have to spent money only for fulfilling or realizing those objectives 
for which such donations or financial assistance have been received by the organization .. 

Objectives olN.G.O's: Each N.G.O. or Non-government organizations have certain 
objectives for its,fotp1;1tion or establishments and each N.G.O. functions in certain areas to 
fulfill those objectives or criterias. 

I. Working for the or problems related, with child labour. 

2. . Function for the problems related with women and children development. 

3, For the prosperity of weaker section of people. 

4. For old people's rehabilitations and care. 

5. For adults and youth's upbringing/ development. 

6. For Oniversalization of education. 

7. To bring awareness among people ·about their rights and duties. 

8. To function in the field of environmental control, protection and conservation. 

9: For the protection of'wild animals, flora and fauna: 

10. For the conservation of Natural Resources. 

1 I. To work in the field of scientific development and.orientation towards science and 
technology. 

12. For the publicity of Government schemes and plans. 

13. To organize literacy campaign ancl their publicity by organizing Nukkad Natak. 

14. To Conserve ar\d safeguard social security sche:mes. 

15. To produce goods and services supplying/ fulfilling basic human needs .. 

16. To help in restoration and establishment ofspcial justice. 

17. For Self-ertiployment Training etc. 

Thus in other won:ls it can be said that Non-Government organiz.ations work or functions 
to fulfill the prime objectives of creating awareness among people for their rights and duties, 

. 
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for its conservation, protection, establishment of human valnes and social resporisiliiliiies 
creation and conservation of natural environmeri~· environment protection, and safeguard 
from all types of exploitations <lf:c. 

Areas_ ot Operations of Non-Government Organizations: Non-Government 
organizations function in different areas to fulfill certain obji,ctives. It is necessary to know . 
which organization or individual actually establishes a NGO? What are the primary conditions 
to establish such organizations? 

How the finances and money are organized to manage human re.ources, infuistmctures 
to· meet the objectives of these organizatiQns, the policies, procedures and use of these 
resources? 

Certain conditions have ,been forµmlated, for the establishment of Nm1-goveniment 
organizations (N.G,O.). Here itisimportµit to know, whoactuallyisestablishingtha!'N.G.0.1 
What are the ·primary conditions applicable to establish that N.G.O.? From where is the 
manpower, infrastructure and finance for the <!peration of the activities of that N.G.0. is 
forthcoming? And how are the resources obtained so is utilized?. 

There are certain conditions to establish anN.G.0. Only those' organization or individual 
who satisfies those conditions can establish that N.G.0. Moreover they must possess .helping · 
attitude, leadership quality,Joresightedness, future·onented, self-confidence, motivational, 
quality, sociability and dutifulness in plenty: · 

Non-government organizations (N.G.0.s) c.,; function in any areas related with human 
prosperity, development, atrocities and exploitation against human val~es, curtailment of 
freedom ofexpression etc. There scope of operations may include following areas of activities-: . . . . . . . 

· I. Agricultural 2. Industrial 

3. Social 4. Economic 

5. Political 6. Environment 

7. Women and Child Development 8. Qtltural 

9. · Educational and Training 10. Science and Technology. 

11. Employment creation 12. Infrastructure · 

13. Environment 14. Tn'balDevelopment. 

15. Welfare of weaker sections 16. Health and Familywelfare 

17. Labour and Workers 18. Sports anci Youth wdfare 

Agricultural Area: Now-a-days agriculture includes various activities. Cultivable land, 
indiscriminate division ofland, in place of animal based cultivation, rural technology based· 
cultivation method, scarcity of water for irrigation, use of chemical fertilizers in place of 
traditional manures and pesticides, those pasture land on whom the landless people of rural 
areas remained dependent for various activities, due to application of rural technology have · 
become orphaned. 1bose who possess land are indifferent to engage themselves in cultivation 
and are interested to engage themselves in cultivation and are interested in migrating to town 
and cities. Thus the landless of rural areas cultivate their land on Batai or share-cropping. 

Tribal who enJoys their rights from ages on forest produce are deprived of their rights 
and are displaced from forest areas. Thus, these are ·some of tlie major problems-in agricultural 
sectors. The other signifieant problem is ofnot getting fair price of their produce; sometimes. 
evert it becomes difficult to rea!i~e the cost of production .. As a result, in many states the 
farmers are foreed t,fcommit suicide, As long as agriculture is not declared as an industry, 
the problems of farmers would remain the same, as it was earlier. The urban and middleman 
are making huge profits exploiting .the farmers pathetic conoitions by lend1ng theni at high 
interest rates and purchasing their produce ~t lowest '0tes during season. Can't these farmers 

1. 



by taking proper training and by united action, collectively solve their problems? Government 
machinery may solve their problems to some extent by marketing theit produce and making 
easy accessibility to market for their produce. But. for all these factors and others it is not 
proper to depend totally on government actions, policie~ and initiatives. Sometimes it becomes 
imperative to oppose. government oppressive and irrational policies .. To bring awareness 

· among farmers and make. them organize, lo fight for their just and rightful demands 
collectively is the fundamental duty ofN.G.O. . 

Industry: The prosperity and development of any country is not possible without 
industry. Only government should establish industry, it is not always advisable. Because 
govermnent controiled industries, never function as effectively as Trust or Society or ~ 
individual managed and operated industry. Non-government organizations perseverance and 
efforts. in this direction have given fruitful results as it gives birth to healthy atmosphere of · 
competitiveness and perfect competition which ultimately leads to prosperity of a nation. 

Social Sectors: Healthy society gives birth to healthy outlook. The prevailing 
stratification, religious diversity, cultural mixture, distinction between higher and lower, 
upper caste; Backward class, scheduled castes, scheduled tribes, women and child welfare, 
old persons, minorities, non-resident Indians etc. are some of the unique distinctive evils 
which creates great hurdle in the path of social, economic and political development and 
leads a nation on warpath. To remove this sttatification and promote 'ihe concept of "Sarve 
Bhawanti Sukhinah" (universal happiness and well being ofall) and work for the establishment 
of such an Utopian Society is the main role of an N.G.O. 

· Environmental. Awareness: Physical development taking place at such rapid pace 
bas made !Im' hun\rorueings hlinct'He least cares for nature when it happens for his self
henefit.•1:fe is bent on de'Sl!roylng rntturti and the natural balance. In doing so he forgets that 
nature strikes with impunity and takes its own due share. Em:thquake, Flood, Tsunami, 
Drought, Ultra-violet rays, Green house effect, Hot ozone layer all leads to mass human 

destruction and new types of epidemic kills human beings w,timely in large number. We 
must become aware of it. Hence Non-government organizations can significantly contribute 
in this direction and help in saving environment and environmental balances. 

Employment Creation: There are lakhs ofN,G.Os functioning in different parts of 
the country at present. These N.G.Os receives financial aid from foreign countries, different 
ministries assign. various types of work from time to time to these organiZljtions. Leading 
industrialists of the cow,try, too, provide financial assistance to them. With their ,help the 
N.G.Os run their machineries. Lakhs of self-serving people join them and get employment 
to feed their family and dependent members. They also impart training to various sections of 
people in self-employment, which leads to establishment of cottage, micro units, small 
industries and small trading units. There are many Self Help Groups (SHG), which are 
functioning in different areas and contributing a lot for the ·development of natio~. 

Environment Conservation: Numerous families due to poverty and displacement 
are forced to live under open sky, near shade of tree, in timnels, besides railway lines in 
Jhuggi and Jhopris. Nobody takes care of them. Jo help them in a concerted manner either 
with government help or by other kind of assistance, NGO's can bring changes in their lives 
by providing basic facilities to protect environment. 

Establishment of Orphanage Homes: Changing policies of the government, the 
right of equality, dazzling life style of urban rich people, lavish life patterns, pleasure seeking 
demonstration effect have rapidly increased the number of orphans ln the society. Thousands 
of stray children can be seen moving in the streets of big metropolitan cities and urban 
business centers, many take to beggary, thousands work as child labour, many as bonded 
labourers, old people are forced to live out of the homes like rubbish. This o/l)e of culture 
will lead us nowhere. It will bring degeneration in our society. Are these pseudo development 
and pseudo progress not leading us to the category of anirnalist who live only to feed theiJ;: 
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belly and roam around for this and nothing else'! Toe NGOs can do a lot of work in this 
direction to ameliorate the lives of millions. · 

Handicap Up-liftment: Thousands of young children, youths and old persons are 
living a cursed life. Whereas their lives can be adorned with little help and efforts. Many 
NGOs have come forward in this direction and doing yeoman service. They have become _a 
leader, a guide and torchbearer to the society. By helping them to provide value education, 
imparting technical training and rehabilitation work they are bringing cheers and smiles on 
the lips of the hundreds of handicaps. · · 

Rehabilitation Work: Lakhs of people lose their lives in natural calamities such as 
floods, earthquake, Tsunami, drought, cyclone etc. In India, every year,. thousands go 
homeless. Government helps generously the victims of these natural calamities. This area 
offers good scope for NGO to operate to serve the humanity and bring some cheers in the 
lives of those who have lost all their belongings,.near and dear ones for their rehabilitation. 

Drug Addiction: Increasing number of drug addiction is a blot on our society. 
Globalization and Corrnnercialization of education have increased frustration among the youths 
as a result Ibey become addicted to drugs and other types of addiction .. These grim area 
possesses ample ·challenge for NGO to work. 

CHARACTERISTICS OF NGO 

Following are the main characteristics of NGO: 

• Organization of individuals either working in groups or independently who believe in 
certain social_ values and keen to restore, maintain and expand those values. Thus 
they fonn an organization and wor_k in this direction for the development of society. 

• Non-government organization is a non-profit organization. It is self-oriented, service 
oriented, development oriented organization. 

• It is an organization, which empowers people and helps in ,strengthening the basic 
tenet of society. 

• It is an organization of independent and democratic people who believe in helping the 
poor and destitute section of society and work with missionary zeal: 

• NGOs are not associated with any political party. It is a non-political organization. 
They work independently without any external pressure and work for cormmmity 
development and welfare of people. · 

• Their chief objective is to bring qualitative improvement in the lives of people, especially 
those who are socially discarded, economically poor and backward whether they live 
in urban or rural areas. · 

• Generally these organizations are known as voluntary organization, voluntary group 
and voluntary development organizations. 

• Thus NGOs are such organization· who work for· the welfare of people or society 
without in any way depending on government help or patronage and work independently 
wilhout any fear and intimidation. 

FORMATION OF NGO 

Basically NGOs are known as persons, individuals or associations who _directly work 
for c_ertain objectives and are registered by name while most of them remain under registered. 
But work for greater benefit of people without in any way depending on government patronage 
and help. But such organizations that need financial assistance and aid from some institutions 
do get themselves registered, as it is imperative for them to get registered. As the donor 
agencies likes to know about tlie credibility of that association and also safeguards itself 
from legal aspects and legal tangles. 
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Establishment of NGO in the form of Association or Samiti : NGO can be stated • · E,trcJ}re11eurship l>evdoprnenl 

in the form d' an Association, Organization or Samiti. Samiti can be defined in. terms of a_ 
company; Forming an association of people, group or organization working for a common· 
objective. 

According to Societies Registration Act l 860, a Society can be formed in association . 
with at least seven people. TIie objective of the society is to accept grants, ·contributions, 
creation of military orphanage :fund, development of science, developmentof art, literature, 
culture; expansion of knowledge, spread of political education or ideology, ·establishment of 
Library, Public Museum, Painting Gallery, Invention and Research, Philosophical development,' 
invention, discovery of tools, equipments, lands, and other related activities. The chiefbenefit 

. of this is, it gets wide scope for various activities, where it functions voluntarily with 
independence and self interest 

Two types of documents are required to form a S~ti. or Organization: 

I. Memorandum of Association· 

2. Rules and Regulations 

Memorandum of Association: This is a. charter or letter 6f authority of any 
organization. It clarifies .and shed light on the identity and basic tenets of the society. It 
should be constituted carefully as it indicates the rights, prerogatives and·objectives of the 
society. Following information's are included in the Memorandum. 

· • Name of Society. 

• Address of permanent location ofthe_society. 

• Objectives of the Society. 

• Name of the members of· organizing committee, their address and their professions . 

• ~rurie of at least seven persons who sign the Memorandum of Association. Notary 
should duly certify it or any authorized officjals. 

Rules and Regulations: The rules and regulations of the organization works as a 

di~eetory or guideline for the members of the association. It guides the functions of .the 
Sarni.ti and helps in efficient management of the organization.Following factors are taken 
care of in general rules and regulations. 

(1) Conditions for Nomination of Members. 

(2) Responsibilities of Members. 

(3) AppoinJment of Trustees, their rights and powers. 

(4) Conditions and circumstances for the removal of Trustees. 

( 5) Rules for termination of membership. 

( 6) Rules for appointment of members and their termination. 

(7) Method of information for General body Meeting. 

(8)_ Clal'ifieation about quorum. 

(9) Financial conditioni;, Expenditure, Income and Expenditure, Maintenance of Ledger 
etc. 

(10) Those articles or subjects w~ich are put to general body consideration. 

(11) Conditions and circumstances in which the Committee be dissolved. 

(12) Conditions and Rules applicable to utilize the assets and property of the dissolved 
committee. 

NOTES 
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( IJ) Any other issues / primary issues. 

Besides the above mentioned important points some sub-paras / points / conditions / 
rules/ articles are mentioned below, which remain implied in the main articles or rules but at 
times becomes crucial and important. 'They are as follows: · 

• 

• 
• 

• 

• 

Total hours for the working of the committee . 

Rules governing the activities of the organization in terms of meeting its objectives . 

Issues related with the appointment, tennination of membern, their rights, responsibilities 
and amenities provided to them / perks. 

How the Samiti will transact its business obligations . 

Rules and procedures for General Body Meeting. 

Any other importa_nt and crucial issues . 

,Registration Procedure: It should be noted that if any Samiti have to be formed it 
should be compul,;orily registered, Under Society Registration Act; 1860. After the preparation 
of Memorandum and Rules and Regulations members should also complete the regislt'ation 

. fonnaljties. Following documents should be submitted ·in the office of the Registrar. 

• 

• 

The Original Application Form which includes the original signature of all the members 
or their·authorized p~'l'SOils. 

The second copy of Memorandum of Article. 

The signed document of at least tl-,ree members of the Managing Committee, the 
duplicate copy of the rules and regulations governing the Samiti duly signed by the 
members. 

The affidavit and declaration paper signed by other members along with the Chairman 
/ President of the Samiti, or .Secretary of the Samiti definin~ his relationship with 
other members duly certified by authorized officials, Notary, First Class Government 
Officer or Commissioner. · 

Oth_er proofs, which must not raise say disputes such a,i Property Tax, Receipt of 
iand rev_enue, Rent receipt etc. 

Declaration letter from member that the funds, contributions, received, generated or 
. mllllaged by the Samiti would be utilized in a right manner. 

· After the satisfaction of the Registrar, the members / applicant deposits the Registration 
fees. After that the registration procedure is considered complete. 

Preparation 9f Project Report by NGO: Project in general terms are considered 
such plans which have certain definite objectives. These objectives are fulfiJled or attained 
under a defmite time period with.particular resources. The meaning of project in _the context 
of NGO implies bringing desired/ definite change in the condition or direction of the derived 
objective in a particular period of time. j · 

The very objective of formation of NGO is to provide Justiceiecurity, Prosperity and 
Development to partkular group, caste, tribe, corrununity, indivi ual or place, area and 
region. To realize these objectives a plan ha,s to be fonnulated and l activities be governed 
according to the proper planning. Hence NGOs are required to be gistered in the form of 
a Society or Santiti orAssociation. A big network is established to regulate the activities of 
the organization.· After gaining experience that comes in the way, of management of the 
as~ociation. NGO prepare the project to give right direction, arraugd funds to carry. out their 
work to realize the goals and fixes list of priorities according to whkh the problems may be 
addressed J>reparation of Project and management of finances at the backbone of any 
NGO. To-fonn an NGO is a very easy task. But to operate, mana( and carry it towards 



. . 

right direction towards the goal for which it was organized is a hard nut to crack. Right 
direction can be given only when the.means adopted to realize the goal is onsound footing 
and the project is based on fool proof scientific method. · 

Generally whenever we start new product, or manufacture new items, our motto 
always remains to make it the world's best item or product. Hence. if any project maker 
wants to. make his project the best one, he must study thoroughly, should possess detailed 
knowledge and gather complete information about the.salient features of other ideal projects. 

PRACTICAL FEATURES OF AN IDEAL PROJECT 

I: Purposiveness: The first characteristic of an ideal pr~ect is its determined precise 
purpose. In other words the preparation of good project is only possible when its · 
precise objective, goal and problems are clearly defined. It is virtu~lly impossible to 
prepare a project in a void· without knowing the situation and circumstances fot 
which the project is going to be started. As project is only a medium to realize certain 
set objective. If the objective is not clear then what is the need of medi~m- 1hus prior 
to the start of any project its problems, its goals and objectives must be decided first. 

2. Comprehensiveness: The second important feature of good project is its 
comprehensiveness. ·comprehensiveness implies complete addressal of all aspects of 
problems that arises in its operation. In other words it can be said that the project 
should be comprehensive enough to realize its set objectives, It must focus on all 
points on which it has to work. It should be widely acceptable too. 

3. Economical: Frugality is the basic necessity of an ideal project. .Because in.the present 
· age of globalization and industrialization jt is essential to be economical in all manners. 
Thus good project must be economical in all respects. 

Its preparation should be done keeping in mind the time, the fund/ wealth I money 
and individuals. Its subjec;t matter ;;i,ould not be such ·that required huge funds, too 
much 'time and large nuinber·ofmanpower, because in the age of complexities there 
is always a scareity of money, lack of; time and absence of cooperation of people. 

· Thus, it is essential for a good-project to _b~ economical from aU angles. 

· 4. Easiness: Tue other characteristics of an ideal project are that it should be easy to 
implement. It ll'!ust.be so easy that Hs implerqentation requires no extra burden and be 
implemented from the available resources. What is the advantage of preparing such 
project? Whose, implementation becomes difficultaffair,To.achieve the goals, objectives 

. should be so clear.that all the functionaries ·and workers can easily understand it. 

5. Acceptability: Acceptability is the most important feature ofa project Projects should 
be such that its· implementation provides benefit to the people, to the society, to the 
community and io the pla<;e in all circumstances. 

6._ Representativeness: The practical importance and quality of a good project is its · 
representativeness, The vllrious aspects covered for the development of a region, of 
a society, of a community must have sufficient representativeness in its implementation. 

PROCESS OF PROJECT FORMULATION 

NGOs are mostly wandering in different regions, ·areas in connection with 
implementation of various projects. Thus project is the backbone of NGO which has a 
definite objective. NGO gets financial assistance / aid from its project and also gives · 
employment to many. An organization comes into existence and groups of people, community 
derive benefit from_ it, which leads to its development and progress. 

There are certain rules in vogue for formulation of a project A thought, an ideology 
should not be in yoid. It should have some surface, a definite base. Project should be such 
that it provides benefit to a large number of people living in a certain area or territory, Thus 

:---- ; 
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a projoct fommlation requires sufficient time, labom: and wealth or capital. If.a project. 
prepared by an NGO does not suit its donor orprmnoter of the project, then the whole effort · 
of !aborir, time and wealth goes in vain. 11ms the. formulation of. a project is a difficult · 
process which requires -Jot of patience . 

. Following· are the various phases of Project fummlation: 

· Various .steps of Project Formulation: Project fommlation has six main steps. 

. . l . Conceptualization 

· 2. . Planning 

. 3. Objective 

4. Adjustment 

5.· · Budget 

6. .Fund or Financial arrangement 

l. · Conceptualization: Conceptualiz.ation means some original thought which.after taking 
physil:'al shape can provide benefit to a large section of people •or some chronic · · 
problem or social practice or evil that hinders the progress of people and acts as a · 
obstacle and whose solution brings cheers on the lips ofthousands t)lat paves way to 
societies progress and developmenlis called conceptualization. Thus in other words · 
thinking i_s conc.eptualization. It ha~ four steps. 

(i) Identification ofa problem 

(ii') Understanding for solution of the problem 

· (ili') Listing out activities related with solution of the problem 

(iv) Work for mass opinion or awareness campaign 

· (i) Problem Identifieation: The project's first step is to conceptualize the problem. 

(ii) 

The related activities wi!h it are transacted to reduce the problem. Some individual, 
group inherit certain problem by birth, such as economic, social, health, educational 
backwardness etc. These effect the way of living of human beings or it creates 
psychological, social, physical and environmental stress on-human beings. As a result 
the individuals effectiveness or his societal role gets affected to ·a great extent. For 
this it becomes essential to understand and identify the community pi:oblems, its 
background, its prmcipal cause, its ideological facets etc. To understand and know 
the exact problem cer.tain methods are adopted ·e.g. individuaf contacis,·.groilp 
discussion, group meeting, surveys, collecfulg data, research. siudy, .available old 
records of various communities etc. A thorough study of all these heips us to· 
understand and identify the problems. · 

To understand the solution of the problem: The ·possible solution of a certain 
problem is the main activity of a project. For it, logical understanding and analysis is 
essential. It can be understood by two different ways. 

· First: Remedial training to escape from the problem which is of temporary nature. 

Second: A developmental activity, which provides permanent remedy to the problem 
and remains effective fur a long time. Reconciliation, removal of doubts, inferiority 
complex, can be addressed by accommodating other people, or taking the help of 
expert opinion, advice. 

(iii) List of Activities: It is always advisable to iist out the different activities that specifically 
solves different problems; it is not essential that by doing those activities the problems 
would be solved permanently but it is essential to make efforts, 1 1 



(iv) To form G.lneral Opinion: Management of a project is a community or group activity, · 
it can be performed by and with the co-0peration of the people, by preparing volunteers 
and associating the employees. Continuous discussion among the people for possible 
solution and activities should continue to find a long lasting solution. Encouragement. 
must be given for open discussion to know the relevance or efficacy of the programme, 
to find out the necessity of certain resources and various steps of implementation · 
scheme. If necessary expert advice of professionals, too, also be entertained. 

Planning: Planning is a logical medium to accomplish determined goal or target, which 
gets shape from conscious thinking or intensive contemplation. This also provide sufficient 
material for people's thought, motivates people for development, compels them for activity 
which in the end provides benefit to the human being. Planning is necessary for effective 
services, development of infrastructure, efficient administrative system, for arranging and 
'organizing conferences, for managing finances etc. without a scientific planning no 
organization can accomplish its determined objectives. A good planning requires following 
solid ground. · 

(i) Objectivity (ii) Continuity 

. (iii) Participation at all stages (iv) Evaluation 

(i) Objectivity: lt is essential to spell out the objective of the plan at primary stages itself 
i.; make it more effective. Planning must be clear, objective and 'achievable. It must 
not be confusing, doubtful and ambiguous. 

(ii) Continuity: Planning is a continuous process. Regular discussion, debate and self. 
evaluation, is its characteristics. This exercise offers opportunities. to rectify and 
amend the plan time to time to accommodate according to requirements of time. This 
makes the task easier to realize. 

(iii) Particip~tion at au stages: Participation of all associated departments and individuals 
for disc~siqn, appraisal and evaluation is necessary for planning. Planning should 
not be im~ed from the top, it must accommodate all section of people and views of 
each and e~el')'l'lne should be duly considered. Ideological openness too is required 
for its success. Due weightage should be giveo to each one's views and opinions. 

(iv) Evaluation: Evaluation should be done from time to time to ascertain and know the 
effectiveness of the planning, 

OBJECTIVE: Objectives are those Utopian dreams, which are related with the project 
and which an _organization strives to realize. The general objective ofN,G.O is to serve the 
mankind, despite that each NGO work to realize a specific objective. Each NGQ worl< in a 
separate field to realiz.e a specific objective. Such as, Old Age Homes, Orphanage, Tribal 
Welfare, De-addiction, Education, Employment Training etc. Objective should be clearly 
spelt out in a positive manner .. The ti;,,e period to achieve the goal should be expressed in 
annual terms e.g. so and so activities of the Project would be completed in six months, in 
one year, two year or .... so on. It is not necessar; that the goal be achieved in a given time 
frame. Target or goal should be realistic and achievable. 

ADJUSTMENT: Adjustment means to execute a work in an organized manner and 
distribution of available resources according to the requirements. It includes Human 
Resources, Material Management, Services and Financial Resources. Through it, 
predetermined targets and goals could easily be accomplished. It incotp0rates following 
elements. 

• Target oriented activity planning, 

• Preparing volunteers to serve. 

Appointment of employees on definite emolwnents according to requirement. 
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• Financial Management. 

Once all the resources are acquired then co-ordination and control mechanism are 
applied to avoid any type of inter-rivalry so that goals should be realized at low cost, less 
labour and minimum time. 

Budget AUoratiQu: Once the picture regarding the management of the org-mization, 
resources required for the implementation of the project according to its set objectives; 
what goods can be procured locally, which things have to be irr,ported, or to be hired, or to 
be procured on direct purchase basis, then budget is allocated and allotted for this puipose:· 
Agencies which fonds the resources too, are identified. Many institutions and organizations 
provide fund fQr human and animal welfare, for conservation of nature,.and General welfare. 
Project report along with the budget requirement copy is sent to such organizations. In the 
budi;,>et it should be clearly mentioned from where the funds have been planned to be procured. 
How -much,amount is required for what period? What are the different activities on which 
the amount would be spent'? Thus preparation of Budget is an important document for any 
N.G.O. Generally Budget is prepared for a year or one financial year, If any NGO function 
at different stages and a different places, separate Budget for each unit can be prepared. All 
these separate budgets then are incorporated in a central budget are made in advance. Budget 
must exhibit realistic and practical picture. Its sanctity should not raise any doubt or 
apprehension. 

Fond Arrangement: It is a real fact-that World is inhabited by honest and dedicated 
individuals but it is also true, that t_he number of immoral, corrupt, lazy, Sycophants, Greedy, 
narrow minded, selfish persons are also numerous. Now a days NGO Sector has become a 
'Business Center' rather than 'Service Sector'. It has become an acceptable principle of 
many NGOs to utilize the government funds, international funds, national funds and voluntary 
self-help group fonds for personal gains and profit rather than serving human kinds. NGO 
should pay attention on following points in connection with fund arrangement. 

I. Identification of Donors: Capable donor may be an individual, an organization, an 
industrialist, or .Trust or some financial institutions or.any governrr,ent. To run a 
project, the NGO should not depend for fund on any one individual or or~ization; 
be must Icy lo get assistance from many. 

2. Maintain Comm11nication link with Donors: To maintain contact with the donors 
Postal Services, Personal contacts, advertisement, distribution ofland bills, pamphlets 
are the positive medium, The initial communication should be brief but concise. 

3. Preparation of Project Proposal: Generally, large donors for example government, 
Foreign agencies. Big Corporate !::louses invite projects on their own, _prepare pro
forma, however, a NGO can send their own proposal fonnat for acceptance. 

Project proposal should contain necessary information and detailed report about financial 
credibility of their organization. The NGO who considers the problem important must specify, 
why he considers certain problem as more important'? Why is it necessary to find a solution? 
What is the efficacy to run the programme? What resources would be required for 
accomplishing the goal'/ What are the specific achievements of that N.G.O.? 

Financial Management of Non-governmental Organizations 

No Organization, Group, Samiti, Institution or Sangh can function without finance. 
How an organization which has been established to help mankind, animal or a comnmnity or 
region can implement its progra..mme with01i any source ofincome. Hence, such organization 
who have been established for long term prospective, requires semi financial management 
methods I sources. N.G,O can arrange funds ,ii two ways. 



I. 

I. Internal Source 2. External Source 

Internal Sources: Internal source implies that NGO should be so developed that 
after getting funds from external source it mobilize its resources in such a manner 
that the organization while implementing its progralilll1e also generate funds for _its . 
own or plan self Finance Generation. Sch"111e to manage its affairs internally without 
any external help. Besides this the other internal source may be · 

(i) From members contribution 

(ii) Sponsorship Fee 

· (iii) Interest 

(iv) Individual Donation 

(v) Through sales (By own developed source) 

( vi) By getting contribution from society's respected persons. 

2. External Sources: The external source, too, have two major source 

(i) From their own country 

(ii) From other countries 

INDIA: To run an NGO, Government of India motivates and inspires people, 
organization, and communities. Different Ministries of Central and State Goveminents provide 
financial assistance to NC-Os. These funds are given for a specific work. Various types of 
agencies provide free Medicines, Clothes, Food grairis, Food articles, Books etc. to many 
NGOs. Big Private Corporate sectors, too, help these NGOs in different ways. Big corporate 
houses organize charity shows; sports etc. the fund so generated after selling the tickets are 
contributed to the organization. Income can be generated through advertisement and self
publications also. A list has been prepared and given at the end of the book from where the 
NGOs can get financial assistances from both Central and State Governmeµt Ministries and 
Departments. 

From Foreign Countries or Agende,: This too has many classification and 
· regulations such as · · · 

• Bipartite financial arrangement 

• · Multi-party financial arrangement 

• Private institutional financial arrangement 

• By non-resident Indians. 

Funds received from foreign countries falls under "Foreign Contribution Regulation 
Act (FCRA)1976. Some type of funds i contributions I donations are received from foreign 
countries which require no docoment, nor comes under FCRA. 

Necessary Conditions: Some necessacy conditions are required to fulfill before getting 
any contribution either internally from India or from foreign countries or extemally. 

1. Legal Position: 'The Legal position of NGO should be proper in other words it 
should be a registered organization or institution. 

2. Constitutional and Work Rule: NGO cannot receive fund or financial assistance in 
the absence of its own approved constitution and articles. 

3. Management: It is essential to have management committee according to the 
objectives of the organization. 

4. Helpful Oriented Images: The image of the organization should b_e clean, it must 
exhibitfaat the organization is fulfilling its objectives for which it has been established 

· and funds are not utilized for personal benefits. 
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5. 

6. 

No Discriminatory Image: NGO gets difficulty in generating funds if it is found 
following discriminatory policy against any community, class, religion or country. 

Past Records: Its past records should be good. 

Application for Receiving Financial Aid: To receive financial aid following 
infonnation's should be elaborately mentioned in the format. 

General Information about NGO: (Blue print of NGO's activities) This includes 
name of the organi:ration, its address (Postal), Legal position, Chief Objective, Name of. 
members and their addresses, Management committee and.details about the Chief member 
of the organization, sourees of Finance, prominent achievements in the past. If any qualitative 
recognition in favour of the organi:ration has been received, it should be mentioned in detail. 

Blue Print or' Projection: Under the blue print of Project, comes the till~ of the 
Project, Goals, Objectives, Proposed beneficiary, Group, Action plan, Training, Available 
experts, Available resources, Financial needs, Income source, Expected time limit of donations, 
management,md evaluation report. · 

Documents: Following documents are required to be submitted with the application. 

• 
• 

• 
·• 

• 
• 

Proof of Registration . 

Memorandum and Article of memorandum . 

Current Annual Report . 

Audited copy of Financial Report and Auditor's Report. 

List of prominent workers . 

Conditions applicable to receive Government aid . 

Donations or contributions from Central Government are received only after fulfilling 
following conditions: 

1. The organization receiving the grant has to give written declaration that he abides by 
all the rules, regulations and conditions of the government and ii is acceptable to him. 
He has to furnish a bond in the name of President of India specifying that in case of 
termination or closer of the organization before the completion of the project, the 
grant amount has to be returned to the Central Government according to the rules 
applicable for it 

2. The receiver of the grant will allow any person I or representatiye or nominee of the 
Central Go,t. I ministry for inspection and survey in his office and premises. 

3. For proper record of the ledger book and Book of account a separate copy would be 
maintained so as to produce it any time on demand. 

4. Audited Accounts duly certified by CA would be produced from time to time. 

5. All goods received would be docnmented in a regiater. It will not be utilized for any 
other pUI]loSe, unless and until the permission is not given for this. If found violation 
or transgression the said facilities or good would be withdrawn or returned. 

6. Fund will be used and utilized without resorting to discrimination of any kind. If any 
complaint is received any time the fund will be returned. 

7. 

8. 

9. 

Grant and Fund would be used in a logical manner: 

If the concerned Ministry I Department is not satisfied with the progress of the 
project, it can be suspended or terminated and amount so received have to be returned. 

The Ministry or Department providing the grant I aid may at any time give instruction, 
issue guidelines for the appointment of STs / SCs and the same should be conip!Je!i · 
with. 



10. If the receiver of the donation is organizing any Seminar, Workshop or conference 
and want to invite foreign digmtary or member, he should take prior pennission from 
the concerned Ylinistry or Department. 

I I. In the case of Building construction, after the receipt offrrst installment, the building 
construction worl< should be completed within two years. Otherwise permission has 
to be taken from N.G.O.s for its expansion or alteration. 

12. In case of any i1Tegularities found any time in future such as receiving of donation or 
grant from other agencies as soutces, the concerned ministry can impose fine, or 
terminate the aid, or impose ban and the fund received has to be returned. 

13, If any equipment purchased for implementation of the project from said fund, the 
property, Asset ";OU!d be the property of the ministry or department. After the 
completion of the project, the ministry would decide about its fate. 

14. The progress report of the organization and its income-expenditure details has to be 
furnished for six months and expected expenditure and Income report for next six 
months have to be essentially furnished to the Ministry. 

15. . Required information asked hy the Ministry from time to time has to be furnished. 

16. All other conditions would be the same which is applicable under Finance Rules 1963 
and amendments done in subsequent years. 

Grants from Foreign Countries: 

All the funds received from abroad are governed by FCRA 1976 Act. FCRA implies 
Foreign Contribution Regulation Act. Three types o( organizations are eligible to receive 
funds from abroad. 

(i) Organizations registered with Central Government. 

(ii) Organizations not registered with Central Government. 

(iii) Political form oforganization. 

A brief description ahout these three types of organizations .. 

(i) Registered Organizations: Those organizations which have definite Cultural, 
Economic, Educational, Religious and Social Programmes, These organizations can 
receive foreign contributions provided they are duly registered with Central 
Government. These registered organizations submit formFC-3 in duplicate to Central 
Government providing information's about the name of the organization from which 
they are receiving funds, the purpose, and expenditure details how, when and where 
the funds was I will be utilized. If found any irregularity or !riding of facts, the same 
would be suspended, terminated or cancelled. 

(ii) Unregistered Organizations: Those organizations which are unregistered with the 
Central Government. Take or receive grant / aid from abroad but they have to take 
prior permission of the Central Govt for it. 

(iii) Political type of Organization: Political type of organi7..ations but not Political Parties 
can receive foreign aid on grant of prior permission from Central Government. 

Who is not eligible to receive Foreign Aid: 

(i) Declared candidate of any Political Party. 

(ii) Newspaper correspondent, Column Writer, Cartoonists, Editors, Printers, Publishers, 
who are registered with Press and Book Registration Act 1867. · 

(iii) Judges 

(iv) Government servants or m1ployees of Government undertakings, 

(v) Memher of Parliament or Legislature. 
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(vi) Politica]Parties arid their Office Bearers. 

'Foreign Source: Foreign source implies Foreign Government or its institution, any 
International Organization, Foreign Company Multinational Company or Corporation, those 
company whose 50% share is foreign controlled, Foreign Trust, Samiti, Club or group of 
• any individual which is registered outside India 

Foreign Aid: Foreign Aid means any type ofmoneyor;ervicereceived from foreigners 
in the form of foreign currency, gift, and foreign security. Those Indian institutions whose 
source of income is received from foreign countries can be considered foreigner. 

Registration / Prior permission: Any organization, Trust or Religious body who 
require foreign aid to run educational, economical, social welfare and cultural programmes, 
if they, require foreign aid they have to get themselves registered under article 6A of FCRA 
- 1976. Those organizations which are unregistered have to take prior permission from 
Central Government under Article 6(LA) ofFCRA- 1976. Those organizations which have 
not applied for Registration or for prior permission cannot receive foreign aid. 

Registration Process: Organizations seeking to apply for registration under FCRA 
must complete legal formalities and should give legal shape to their organization prior to 
applying for Foreign Aid. For Registration they have to submit FC-8 form with following 

. docl\ments. 

(i) Memorandum Article or any other document by whieh a trust has been formed. 

(ii) Registration copy of the Samiti / Institution/ Organization. 

(iii) Report of organization's activities. 

(iv) Audited copy of three consecutive years balance sheet, besides these detailed 
information about form of organiz.ation, its objectives, Chief Executive Officers name 
and address, Chief Executives name, Bank's name; Banks Branch, Account nwnber 
have to be furnished. 

Application fonn duly signed by Chief Executive has· to be submitted addressed to 
FCRA, Secretary of the Division, Home Ministry, G.O.I, Loknayak Bhawan, Khan Market, 
New D,:lhi. FCRA Division, on the basis of the furnished information; conduct enquiry at its 
own level. Then only decides to register an organization or Institljtioh. ' 

Process for Prior Permission: Prior permission is takeri to receive special funds 
from single or more ·than one institutions or organizations. This should be. submitted along 
with the contract paper with which the Donor Organization and the receiver have entered . 
into agreement. Project Report should be in detail form'. the paper of Central Government in 
which Prior Grant or Permission Clause have been mentioned along with supplementary 
documents has to be attached, which provides complete information about the project. 

Maintenance of Bank Account {In context with Foreign Aid under FCRA): 
Transactions of foreign funds should be done only wi1h one Bank while applying for registration 
under FCRA, the Bank account number has to be furnished. If the organization wants· to 
change the Bank account he has to state the reason for doing so. No loeal transaction should 
be done with this account. 

Each organization which receives Foreign Aid must submit following information within 
four months of eaeh financial year. 

• Certified copy of FC 3 form duly signed by Chief Executive and certified by 
Chartered Accountant. 

• Balance sheet up to March 31. 

• Receipt and Payment vouchers till .'.\iarch 31 . 

• Nature of Foreign Aid I contribution and list of its uses . 

Penalty: Any Organization or individual who receives money from abroad or send_s · 
money abroad against FCRA, violates the rule. and is liable for 5 year imprisonment or 



economic penalty or both. Generally decisions are taken within six months after the submission 
of the Application form. In case of Prior permission decision are awai-ded within 3-4 months. 

Non-government Projects in M.P.: Non-governmental Projects are managed and 
operated by Non-government Organization (NGO). These ~GO organize projects in different 
are~s. 

These areas are: 

L In the field of Women empowerment and Progress: Non-government 
Organizations functions in different parts of Madhya Pradesh and organizes various 
programmes forming project for women empowerment by strengthening their hand 
economically and raising their problems. Through training, education, creating 
employment, forming s~lf help group in the field of agriculture, industry etc. provide 
them a regular source of income to make them self reliant. Following reputed NGO. 
are functioning in these areas : 

Samblav Social s~rvice organization (Gwalior), Sudeep Education Society (Bhopal), 
Mahila Chetna Manch (Bhopal), Abhivyakti (Bhopal), Douglas Memorial (Seoni). 

2, In the field of Child Welfare: In the modern era Child labour is a serious problem 
which. is practiced in all parts of the country. Government has rtiade many serious 
law ·10 check it and put a curb on it. No~-govemment organizations are active in 
many ai-eas to solve the ch_ild labour by providing them quality education they strive 
to make their future bright. Following reputed NGOs working in this field are (i) 
Jeevodaya Society (]tarsi), The Exodus Mission Trust (Raisen), Sudeep Education 
Society (Bhopal). · · · 

3: Io the· field of Education: "Illiteracy is a.curse" Government is making serious 
effort to abolish illiteracy particularly in rural areas. NGOs have come forward and 
through various projects have started Literacy campaign in rural areas to teach women, 
children and old persons. Now-a-days awareness towards value of education has 
dawned among the men and they are coming forward to learn 3 Rs. The prominent 
NGOs working in this area are 

(i) Eklavya (Bhopal), Abhivyakli (Bhopal), Cyriac Elias Rural org,mization for 
· Women and Children (Mandi deep), Lupin Human Welfare .and Researcl,) 

Foundation, {Bhopal), Rajeev Gandhi Initiative for Elementary Education, 
(Bhopal), Sudeep Education Society, (Bhopal). 

4. In the field of Health and Family welfare: Though Government is implementing 
various programmes and plans in Madhya Pradesh in the area of Health and Family 
Welfare, but the situation in rural Madhya Pradesh is very deplorable and acute. NGOs 
have come forward to co-operate the government in its endeavor and through vai-ious 
projects are helping people and creating awareness among them for health and family 
planning. The important NGOs working in this ai-ea are Arogya Kendra (Bhopal), 
Jeevodaya Society (!tarsi), M,P, Welfare Association for the Blind (Indore), Douglas 

5. 

Memorial (Seoni), Sudeep Education Society, (Bhopal) 

In lhe field of Rural Development and Social Welfare: Gandhiji used to say "If 
you really want to see heaven, go to the villages" to make this dream a reality many 
NGOs are working in rural ai-eas to provide basic amenities to the poor rural folks. 
The problem is so gigantic that their efforts seems to be a drop in the ocean. NGOs 
to realize the objectives of the government have started ma.ny programmes through 
their projects to create basic amenities in rural areas. They work on the principles of 
"Sarve Bhavantu Sukhinah" to bring happiness among all and to make everybedy 
happy. The prominent KGO active in this field are: 

NOCER - INDIA (Indore), Deenbandu Samajik Sanstha, (Indore) Douglas Memorial, 
(Seoni); Cyriac Elais Rural Organisation for Women and Children (Mandideep ), Lupin 
Human Welfare and Research foundation, (Bhopal), Sambhav Social Service 
Organization, (Gwalior), Sndeep Educatlon Society (Bhopal), Samarthan (Bhopal). 
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6. In the field of e11vironmenl conservation: In our country excessive pollution have 
caused many serious diseases. Government has come out with a number of schemes 
to save and conserve environment. Environment Department is operating various 
programmes to conserve environment but increasing population white washes their 
efforts. Non-government organizations are actively associated with various afforestation 
Projects lo conserve and save environment. They have also launched many campaign 
through people participation to create awareness among masses. Green Hearts Nature 
Club, Bhopal is an important NGO active in the field ofEnvfronment conservation. 

7. · In the field of AIDS/ IDV: AlDS I HIV is a fatal disease. Mass awareness is necessary 
to contain this disease, because, due to illiteracy and ignorance our people are.not 
concerned with its seriousness. To meet this challenge both Central and State 
Governments are making vigorous effort to fight this menace. Side by side, the NGOs, 
too, have joined hand with govennnent lo control this disea.<;e. Famous among them are 
Madhya Pradesh AIDS Control Society, (Bhopal), Arogya Kendra (Bhopal); Jeevodaya 
Society, (!tarsi) Douglas Memorial (Seoni), Sudeep Education Society, (Bhopal). 

8. In the field of Khadl Gramodyog: In M,P the NGOs are providing employment 
opportunities to women's through self help group by promoting rural, small and cottage 
industries. The prominent NGO working in this area are Amarshakti Gas Rahal Jute 
Udyog, Bhopal ; Rajiv Smriti Gas Peedit Punarvas Kendra, Bhopal. 

9. In the field of Human Rights: NGOs are making people aware about their rights by· 
educating them. The famous NGO working in this field is Asian Institute of Human 
Rights Education, Bhopal. 

IMPORTA.'IT QUESTIONS FOR EXAMINATION 

L What do you mean by Non Government Projects? How they are prepared? 

4. What do you mean by NGOs? Explain its Objectives. 

5. Explain the field in which NGOs works. 

6. What are the NGOs? Explain its chamcteristics. 

7. Explain the Objectives ofNGOs and give the process to form it. 

8. What do you understand by NGO Projects and how are they prepared? 

9. Write short note on Financial Management on the Non Government Organisations. 

10. How the financial requirements ofNGOs are fulfilled? Give its process. 

11. Write the name ofNGOs which are currently running in MP and give their Objectives. 

12. Explain the importance ofNGOs in ~LP . 

••• 

http:Gramody.og
http:Educati.on
http:c.onservati.on
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CONTRIBUTION OF BANKS 

For the origin of the word "Bank", different Scholars have different notions and views. 
But it is true that modern banks originated in 12th century in Europe and slowly spread 
across the entire world. 

The word 'Bank' is made up of Italian word 'Banco' m 'Bannes', which means Bench. 
In this regard many scholars hold following views. The dealers ofJ,omvardy used to run 
their business sitting on benches. \Vhenever any dealer closed his business then his bench 
used to be broken. Some scholars were of the view, that the word "Bank' originated from 
Genn_an language. In German "Banek' means loan, whereas some scholars think that the 
word bank, originated from the French word "Banke'. In Italian language the word Monte is 
used to denote loan. Monte means a Mountain, which is used for the joint stock fund. From 
the French word "Banke' the English word 'Bank' came into use. And then it was also 
adopted in Hindi also. 

French Scholar 'Rebulput' says "actually no body knows from where the word Bank 
has originated l!lld it has no practical importance. The fact is, it may have originated from 
the banking trade of middle age Europe. 

Meaning and Definitions of Bank 

The word Bank implies such an institution, which is engaged in accepting deposits l!lld 
advancing loans. That's why it is said that Bank is that institution which deals in money l!lld 
credit. Bank is an institution, which accepts the deposits of public, makes payment on 
demand and advances !ol!lls to public according to their need. Besides this Banks provide 
many precious S"!Vices in the present time. 

In the present time the word 'Bank' has become so wide spread and,commou that it 
seems irrelevant to limit it under one definition. To make the definition of Bank easier and 
understandable it has been divided into three parts. 

{A) Definitions given by Scholars - Some definitions are as follows: 

According to Dr. Herbert L. Heart, "Banker is he, who in general order of his business, 
makes payment of cheques to those persons whose names figures on it l!lld who have or for 
whom the amount is deposited in their current account". 

Accordir1g to Prof. Kinley, "Bank is such an institution who advances loans to those 
persons who needs it on condition of certain safety precaution for lol!lls and accepts deposits 
from those who have money of their own but do not require it for use." 

"According to the Webster Dictionary, "Bank is that institution which deals in money, 
an organization where money is deposited, conseJY<ld and issued, and where the facilities of 
advancing loans and deductions are available and which facilitates in transferring amount 
from one place·to another". 

According to Horrest White, "Bank is the creator of credit and is an instrument to 
m.i.ke the exchllllge easier. 

(B) Legal Definitions: Definitions given in Banking legislation and sub-clauses _of 
various legislations of different countries are known as legal definitions of Bank. Following 
are some important legal definitions ofBllllk: 
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(!) Banking Regulatory Legislation, 1949 Section .5 B states that "Banking implies 
acceptance of public money in the form of deposits for the purpose of advancing 
loan and investment, which can be withdrawn on p·ayment demands or through cheque, 
draft, pay order etc". 

(2) According to Parkramya Likhat Lei,>islation 1881 Section 3; "Banker includes any 
person or post office saving bank who functions as a banker". 

(3) According to Section 2 ofExchange Paper Legislation, 1882 of Britain, "Banker includes 
a body of individuals, combined together to deal .in banking business whether 
incorporated or not. 

(C) DeD11itio11s given in the form of Institution that deals in. credit business: 

(l) According to R. S. Sayers, "Bank is that institution whose loans are broadly accepted 
to pay the mutual loans of other persons." 

(2) According to Walter Leaf, "Bank is that institution or p~oti who is always ready to 
accepfmoney in the form of deposits and who makes the payment to the depositors 
through cheque." 

After going through all these definitions we come to the.conclusion that, "Bank is such 
an organization which performs the function of accepting deposit and advancing loans. In 
simple words, 'Bank is an ·ilistitution which deals in money and credit.' 

TYPES OF BANKS 

Banks have been divided into following categories according to their nature and function: 

l) Commercial Banks · 2). Industrial Banks 

-1, 
{I) 

3) 

5) 

7) 

9) 

ll) 

Accepting 
Deposits 

(I) Fixed 
Deposit 
Account 

(2) Current 
Account 

(3) Savings 
Account 

( 4) Recurring 

Agricultural Banks 4) Exchange Banks · 

Saving Banks 6) Indigenous Bankers 

Central Banks 8) Investment Banks 

Co-operative Banks 10) Development Banks 

Regional Rural Banks · 12) International Banks 

FUNCTIONS OF BAN;KS 

.J, 

i ,l, + + 
(II) (Ill) (IV) (VJ 
AdVllllcing Agency Finance Other 

.j, 
(VI) 

~ Creation 
Loans related Management of Misce!laneouf 

work National& works 

I International 
Business 

(I) Cash Credit . ( l) Collection (I) Security to 
Property 

(2) Over Draft (2) Payment (2) Foreign 
Exchange 

(3) Advance (3) Money (3) Travelers . 
Transfer Cheque 

(4) SaleandPurchase [4) Consumer 
of securities Account 
Deposit 

(5) Giving Reference (5) Credit 
(6) ATM 

FaciJity. 



In the Banking Regulatory Legislation, 1949 (Section 5 B) definition ofBank; the main 
functions of bank have been includ,d and S~ction 6 describes other' banking function~, 
besides the main functions of the· Bank, which a banker can perform. Thus following are the 

· .functions of modem banks, which they perform or can perform. 

I. Accepting of Deposits I Acceptance of Deposits: Accepting deposits from the 
public is the ma.in :functions ofbank. Now-a-days Banks are collecting people's saving 
in the form of deposits and this deposit is one kind 9f-public loan to Banks as banks. 
takes the responsibility, to return thafmoney and pay interest on deposits, on itself. 

Banks provide fafility to deposit money from following accounts. 

(a) · Current Accou.nt: Current account is that account in which the depositors 
can deposit his amount and withdraw it as many times as he can in a day. This 
account is beneficial to Traders, Industrialists and Businessmen. Bank does 
not pay any interest on the amount deposited .in this account. The account 
holders have to pay some service charges in lieu oflhe cheque services provided 
10 them .. Banks provide Cheque Bool., Deposit receipt book, Deposit slip and 
Passbook free of cost to the account holders. 

(b) · Fixed Deposit Account: .In this account the deposited amount is accepted for :· 
a, fixed period of time. This time period varies from minimum 3 montbs to 
maximum 20 years. In this account, the account holder gets the· deposit ieeeipt, 
called the Fixed Deposit Rec~ipt (FDR) or Term. Deposit Receipt (TDR). A.fter 
the maturity, the bank returns the amount with interest In this type of account 
the interest rate is very high, which is fixed according to the time limit 

( c) Saving Bank Account: In this account, the person can deposit .money as 
many times as he can in a week. This account is helpful for those people who· 
wanted to deposit the money in small amount Now-a-days most of the 
employees, small traders, businessmen and students who receive scholarship 
open their account in this. In this type of account, the depositor gets a Pass 
book in which entries are made about deposits and withdrawals. Account 
holder who wants ~heque facilities gets Cheque book. 

( d) Home Saving Bank Account: This scheme is very popular now-a-days under 
small saving plan. In this the Bank provides a Pigi Bank to the account bolder 
in which the account holder/ depositor and members of his family put day-to
day small savings in it, the Gulak is opened in the Bank after a fixed period or 
Bank agent opens the Gulak o.n a fixed time penod visiting each house and 

· deposits these savings in their account. Thus it is the easiest way to make 
these small savings mobile. Very low rate of interest is paid on this type of 
account. Now a days, Banks instead of 'Gulak' leaves a bunch of slips at the 
depositors house and Bank agent collects the money and makes entry' into the 
slip. After a fixed time period the amount is returned to the depositor with the 
interest. 

(2) Granting Loans and Advances: This is the second most important function of the 
Bank. Accepting deposits and providing loans are the two pillars on which tbJ, modem 
banking structure is standing like a monolith. L·oans are provided generally for 
productive works and the interest rate obtained from it is very high. Banks are very 

. cautious while giving loans and they verify each and every document presented by 
the customer very carefully because in case of any mistake, the Banks have to suffer 
the consequ.ences. Following procedures are followed while granting of loans. 

. . . 
.. ( a) · .. General Loans and Advances: Under this the banl.s grant a fixed amount as 

a loan 1.0 a person on mortgage of property or any valuable or on securities. 
This amount is deposited in the current account of the Debtor and the debtor 
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can withdraw money.from this account according to his need. Bank can anytime 
ask the debtor to return the loan amount. 

(b) Cash ~red it: Under this the bank provides loan to its customers on the basis 
of goods, stocks, company shares, other accepted sureties and bonds. Loans 
are generally provided on the security of surety, goods, stocks, and bonds on 
75% of its market value. This margin is maintained because the prices of 

~ ~ureties keeps on fluctuating and in case the rate of sureties go down, the 
Banks wiU not incur any loss after selling these sureties and stocks. 

( c) Bank Overdraft: Banks provide overdraft facilities to its prestigious customers. 
This is one type of loan. This facility is generally provided to current account 
holders. Barde fixes the overdraft amount. Bank provides cheque facility to its 
customers. Customer pays interest to the Bank for tile amount withdrawn in: 
excess of the deposited amount. 

( d) • Discounting the Bills of Exchange: The method of providing loaus to customer 
on their Bills, Hundies, Promissory notes etc. before maturity after deducting 
certain dis~ounts is called Discounting the Bills of Exchange. 

These loans are given for a short time on proper sureties. By discounting the 
bills, both the customer as well as the bank gain profit.. Bill holder gets money 
before maturity and gets his work done in time and bank gets the money :from 
the confess,or after maturity and earns profit in the fonn of discount. 

(3) Ageney Functions: The bank discharges following functions as an agent. 

(a) Transfer of Money: Bank transfers the amount of money from one place to 
another on the inslructions of his customers. 

(b) Collection of Cheques, Bills and Slips: Banks collects all the cheques, hills· 
and slips on behalf of his customers and transfers the amount to their account 
for which they charge collection fee from its customers. 

( c) Purchase and Sale of Shares and Sureties: On behalf of his customers, the 
banks purchase and sell the shares, debe11tures and sureties, 

( d) Underwriting work: Banks perfonn the underwriting work for their customers. 

( e) Reference letter: Banks prepare financial report and status report o·f its 
customer and send it to national and international businessmen for reference 
on advice of hs customers. 

(f) Banks also collects Dividends: Banks collects dividends from shares of his 
customers and deposit the amount of their account. 

(g) Payment on b~half of Customers: Banks make payments ofloan installments, 
premises rent, :insurance premium etc. on the advice of its customers. 

(h) Functions of Patron and Managers: Banks in special case also perfonns the 
functions of patron, manager, advisor and attorney etc. 

(i) Collection of payments on behalf of customers: Banks collect dividends, 
interests, comn;rissions etc. on behalf of his customers and in lieu of this services 
charge some nominal commission. 

( 4) Buying and selling of foreign currency: Banks deal in purchase and sell of foreign 
currencies. Generallyi these works are done with foreign banks. But in India many 
commercial banks do this work. This includes Discounting ofbills, Transfer of money 

• through Telegram, arrangement of ships for export - import, making arrangement of 
warehouse for the safely stocking the goods unloaded from ships. 

(5) Functions of issuing Promissory Notes: In 19th century all banks had the right to 
issue notes but now-a-days this right is limited only to the Central Bank of each 
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country. In India, the Reserve Bank -Of India is the central bank, which issues notes 
according to the monetary requirements of the country. 

(6) Financialsupportto Domestif and Foreign Currency: Banks by providing facilities 
to discount the Bills of Exchange facilitates finance support to domestic and foreign 
trader. Sometimes banks provide short-term loan on Exchange papers, Hundies and 
Debentures. The banks role in the field of Foreign Trade is very significant and 
crucial. 

(7) Credit Creation: Issue of Credit Papers / Cards are one of the important functions 
of Banks. Baal( issue credit cards on the basis of Self-cheques, Bills, Drafts, Hundies 
and Debentures. · 

(8) Banking Education and Training: Banks provide Training facilities to its employees 
from time to time. After receiving training the Bank officials and employees work 
with their full potentials. Commercial Banks send their officials and employee to these 
training centers for Training for a short period. 

OTHER FUNCTIONS 

(l) s«urlty of valuable.Items: Now-a-days Commercial Banks are providing locker 
facilities to its customers. In these lockers the Bank safely keeps the. customers 
ornaments, gold-silvers, valuable important documents, shares of companies, _ 
Debentures etc in proper security. For this the Banks have a separate department, 
''Safe Deposit Vault". Banks charge annual commissions from its customers for this 
service. 

(2) Travellers cheque and Credit facilities: Banks issue 1:._..,velers cheque or mobile 
credit certificates ·to its customers, which saves them from the risk of carrying cash 
currencies. 

(3) 

. (4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(11) 

Collection and Publication of Economie Data: Banks collects information, data, 
facts and figures related with Bank, Industry, Trade, Business and Commerce and 
publish it for the benefit of its customers. · 

Underwriting the loans of Government and other Prominent Institutions: Banks 
discharge the timctions of underwriting on the debentures issued by the Government 
of India and other reputed institutions. 

Individual / Personal Credit Facilities: Bank provides personal eredit facilities to 
its important customers and gives them cash credit and short-term loans. 

Providing information and advice: Bank gives many types of commercial information 
and advice to its 'customers. 

Advise on Financial Subjects: Banks remain aware with the financial conditions of 
the country, hence they give advise to their customers on financial matters. 

Sale and recovery of amount ffom mortgage property against their claims and 
maintenance of the property. 

I 

To carry out such business, which is not objectionable and illegal from the point of 
Banking Laws and Regulations according to the Official G.azette published by Central 
Government. 

To establish Union, Trust, Organization, Committee ete. for the present working 
employees or f!>nner retired employees. · 

To work for the development of the company or which increases the business of the 
company. 

( 12) Provide other important services. 

(13) To deal in all types of securities and P,romissory notes. 
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i€tt.t1-epreneurship J>e¥t!lopmelit ( 14) . Responsibilities 0f property administration as a Trustee, Executor. 

( 15) Disch;irge all associated functfons related with Contingent Banking Development. . 

· ( I (i) Financing for Leasing. 

( 17) Consumer Credit. 

(18) Mutual Funds Scheme.• 

( 19) l$5ue of Credit Cards. 

(20) Issuing Gift cheques. 

(21) ~oviding Lock Box facilities. 

(22) Providing Night Safety Service. 

(23) Issuing Emergency Certificates. 

(24) Providing help on Personal Tuxes and preparing Income Tax, Property Tax, Sales 
Tax Return forms. 

(25) FWictions of Clearing House. 

(26) Sales of units of Unit Trus! and certificates of National Saving Certificates. 

(27) Providing customer service. 

(28) Establishing extension counters. 

(29) Adoption of Innovative Banking System. 

(3()) Establishmeni of multi-service Agency Branch. 

(3 1) Discharge the travel agent functions for customers. 

(32) To make customers aware from commercial trends (Ucchawachano). 

(33) Providing merchant banking services. 

llnportance of Banks 

· Looking at the various functions of Commercial Banks, it becomes clear that )3anks . 
play an important role in our social and e,onomic life. Banks are the important tools of 
economic development and are the important organs of monetary market of a cou~try. 
Banks are the nerve centre of Trade, Commerce and Industry. Banks function as artillery 
veins and endeavours hard to make the economy strong and stable. According to Wichsell, 
"Bank is the heart and centre point of modern day monetary system". · 

A powerful, strong and organized Banking system in necessary for the overall growth 
of an economy of any country as Banks increases lhe productivity of capital and by collecting 

· · deposits from the general public utilizes that money into profitable channels and productive 
ou):lets which helps in capital fonnation. In a planned economy lhe contributions o{Banks 

· are very valuable ·and prestigious, because Banks help in conservation and development 
· work of society, which provides it credibility. In India, where the inclination to consumption 

is high, the structure of capital formation and investment is very weak and fragile. Banks by 
collecting excess money from the public, utilizes that saving to provide lubrication to different 
sectors of economy. The increasing role of Banh in the developmental works has introduced 
a new mode of development banking. Following are the importance of Banks: 

(1) Utilisation of Savings for Productive Purposes: Banks attract the excess saving of 
public by offering lhem good return in the form of interest, security and other services, 
receives it as deposits. Then by providing loans and advances to the capable 
entrepreneurs and industries earn profit. Thus by collecting the savings of public, 
Bank utilizes the collected fund in productive channels, which is beneficial to whole 
society. 



(2) Helps in Capital Formation: The rate of development of a country depends on the 
rate of capital ·formation. Bank utilizes the deposits collected from pu~lic to productive 
use. When Banking Sj'!'tern was not in practice people use to hoard money in the 
form of Gold, Silver and ornaments and used to store it safely under the soil. This 
made the peoples saving idle and was never used for productive purpose. 

(3) Aid to Commerce and Industries: Banks by collecting data, information related 
with Industry and Trade and by publishing, it helps the traders and businesspersons. 
They also encourage industrialization by addressing the loan related needs of the 
Industrial Worlq. 

( 4) Encouragement to Banking Habits: When people come in contact with the Bank, 
they develop a tendency to make payment through cheque. The use of cash money 
thus becomes slower. This leads to growth of banking habits in public. 

(5) Facilities for Transfer of Funds: Banks provide easy, cheap, secure and safe method 
to transfer fund from one place to another; which gives mobility to money and capital 
that leads to expansion of trade and commerce. 

( 6) Control of Credit: It is very essential to have balance between demand of credit for 
commercial need and supply of credit in required quantity. An imbalance between 
them will compel government to bring changes in value of money frequently, which 
will pose a serious repercussion on economy. Commercial Banks create credit formation 
and Reserve Bank exercises control over credit. 

(7) Elasticity in Monetary System: The credit related needs of the business and supply 
of money keeps on changing. Hence it becomes essential that the monetary Sj'!'tem of 
a country should have sufficient elasticity so that necessary changes can be introduced 
according 16 the needs of time without any difficulty. Banks through credit fluctuations 
bring elasticity in monetary system. 

· (8) Help ·in Remitting mo~ey: Business requires remittance of fund from one place to 
another. Bank does.this work at nominal expenses and in lieu of this service charges 
some money as "Transfer fees" · · · 

(9) Facility in Payments: Banks by widespread use of cheques have made the Payrne'nt 
system easy and cheap because it is easier to transfer and saves people from counting 
and inspection. Even in Foreign Payments, Traveler's Cheque, Credit Cards, Foreign 
Exchange fucilities etc. serve this purpose. 

(I 0) ' Custodian of Foreign Resources: Banks invests the money redeived from the public 
in the form of deposite in produce and profitable business. This increases the production 
and also the Nationa!Income 9f the country and thus act as a custodian of Resources. 

(II) Protective Services: Banlcs by keeping the valuables of people such as Diamonds, 
Pearls, Ornaments and other important valuables in lockers, provide them security 
and makes them free from all worries. 

(12) Contribution in Economic Development: Banks contribute significantly in the 
economic development of a nation. Banks increases the rate of capital formation and 
provides mobility to capital and money. Facilities of overdraft, advances, credit limit.~ 
and Joans addresses the cash requirements of business and trade which helps in 
smooth rupning of the business enterprise. 

(13) Services to customers: Banks provide many useful services to its customers eg. 
Cheque, Collection of securities, Transfer of funds, Underwriting of securities, payment 
according to the instruction of its customers, providing information to customers 
about economic conditions and situations, providing locker facility to customer for 
safe keeping of their valuables etc . 

. ( 14) Important for Government: Batiks provide many useful services to the government. 
All the transactions related with Public income, Expenditure and loans, takes place 
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through Bank. 6anks play an important role in government policy making and its 
implementation. 

( 15) Development Banking: Banlcs share and participation in developmental work is 
becoming crucial and important day by day. Many specialized Banks. have been 
established for making arrangements for fustitutional finance. Along with the economic 
development, Banks_ now-a-days \yith lead bank scheme helping in development 
programmes. 

(16) Catalytic Agent of Socio-Economic Growth; In India Commercial Banks after 
nationalization have increased their share of contribution i.n the development of socio
economic programmes. In all the fields of economic development whether it is 
Agriculture, Industry, Trade, Transportation, Small and Cottage Industry, Insurance, 
Rmal Development related activities, the Banks have emerged as an important catalytic 
agent for socio-economic growth. 

(17) Social Responsibility and People Orientation: Now-a-days Banks have linked their 
Banking policies and programmes with the socio-economic priorities of the nation .. 

. They have also increased their popularity by providing easy finance to priorities sectors. 

Hence we find a sea change in the traditional form and operations of Banks. Banks 
have expanded their geographical and operational areas tremendously with the 
development. A revolutionary change has come in their general perception of work. 

Contribution of Bank in the field of Entrepreneurship 

TI1e nationalized commercial banks of the country are used to providq loans for the 
establishment and expansion of Industry and Commerce. Banks can provide loans to all 
types of units, functioning in different areas such as industry, trade, services, manufacturing 
etc. No upper limit for loans has been fixed. 

Banks easily provide loans to entrepreneurs according to their business needs, capability, 
project req11irements and skills. In public and co-operative sectors many Banks provide 
loans to these institutions for commercial operations. 'These Banks provide loan for purchase 
oflands, construction of buildings and workshops, modernization of equipments, renovation 
and renewal of tools, machineries and buildings for the expansion ofexisting units and for 
working capital. TI1esc loans are provided to these institutions for long and medium term. 
111.e Rate ofintcrest depends on the quantum ofloan, which keeps on changing according to 
the guidelines of Reserve Bank of India. 

Items on which Bank Loans can be Received 

In general Banks can provide loans for all the items referred in tbe project such as 
Land, Building, Plant, Machineiy, permanent capital, assets, pre-operational expenditure and 
working capital. But it is always helpful and beneficial to get loans through Bank for.working 
capital because it can be comfortably taken care of according to the requirements as most of 
the things can be addressed locally. Thus scheduled commercial banks without any floor or 
ceiling limits can provide loans for most of the items mentioned in the project to all the units 
functioning in different areas. 

We often hear that it is very difficult to get loans from Bank. Complaints are also 
m:eived that Banks hardly helps to new entrepreneur, that's why many struggling entrepreneur 
leaves their plan of establishing an industry in the middle because of the difficulties or 
trauma they face to get loans from Bank. However we also see that hundreds of new 
industries are coming into existence e,reiy month and most of them have got bank loans too, 
whereas others have struggled for month, didn't get a penny and left the project in the 
middle. 

Bankers really face a dilemma when a person approaches him for. loan without any 
track record or business experience. Moreover fuey do not have even future estimation or 
projection about the business. In such situation it is veiy difficult to i:lecide whether the 



appli<;ant will succeed in his venture and the information and projection which he has 
mentioned in his project report will stand to his expectation or not. Bankers need a lot of . 
information before deciding to grant loan .to an entrepreneur. As the Banker do not get 
·convinced· by the _approach of the individuals, he puts his project in cold bag because he 
hardly finds sufficient capability in the individual to establish an industry. The banker also 
analyses the prospect whether the client will return his loan money with interest in time or 
not. If an entrepreneur provides correct information to the bankers, shows enough zeal and 
proves his competence to start, manage and successfully operate his business enterprise to 
profit, he will not face much difficulty in getting loan from Banks. Moreover, he can save 
himself and also the Banker from all that troubles. 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Financial Schemes of Banks 

Following matters are included in this -

General Introduction: Under this following descriptions are required Jo be mentioned. 
Name of the organization, Form of the organization, Date of Registration, Date of 
start of business, Place, Address, Nature of the project (New I Expansion I 
Modernisation / Any other), Production etc. 

Name of Pro motets /Entrepreneurs: Under this, name of promoters, entrepreneurs, 
their father's Name, Address, Date of birth, Educational qualifications, Experiences, 
Description about other industries should be elaborately given . 

. Particulars of the business concern: Introduction of Business unit; Its brief history; 
Commercial progress, Description about main company and its associate sister 
organizations, profit and loss ale of last five years, photocopy ofbills, documents, 
production, sales stock, profit etc and description about organizational structure, 

· particulars about managers shoulcl be mentioned. 

Particulars of project: Under this the cost of project under different head such as 
established and present capacity of the project, procedure, technique, management, 

· land, building, plant, raw materials, labour availability etc. the full description of all 
this should be mentioned, · 

Cost of the project: Under this, detailed description about project cost W1der different 
titles e.g. cost ofland; cost of building; cost of plant and machinery; fees of Technical 
experts; initial expenditure; incidental expenses; working capital's; margin money etc, 
should be clearly mentioned. 

Means of financing: Details about various sources of finance to fmd the cost of the 
project, the amount to be received from different source etc is mentio.ned. Capital 
received from hereditary source, loans procured from internal and external source, 

· foreign exchange etc should be elaborately iru:ntioned. 

Marketing and selling arrangements: In this detail information regarding market 
for Produced goods, Area, Competition, Prices, Distribution, Sales estirnation and 
receipt amoW1t is required to be given. 

Economi.c consideration: Under this the entrepreneur is required to give detailed 
report about competitive product available in the market, their area of operation, other 
competitors, process of goods, marketing and distribution strategy, differences in 
prices of domestic and foreign markets, price differences, description about procl11ction 
and sales. 

Government con~ents: Along with it the entrepreneur is required to submit photocopy 
of Industrial license, Registration certificate, Export license, Foreign exchange 
acceptance certificate and any other licenses or certificates required about the business, 
their date of issue and validity period. 

·. Declarations and signatures; Entrepreneur .should give declaration ·and· put .liis-
signature at th~ assigned place wiih d!:ftwic'.I\~ applic','tion form. T · · 

.!1._.,f-'", .. {[:f~;,·,·. 
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• Entrepreneurship Devefopment-2 The procedure, which an entrepreneur should follow to get loans from Bank are as 
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follows: ·· 

(!) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8). 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

· Provisional Registration Certificate of small industry issued by concerned District 
Industries Centre. 

Copy of Rent receipts/ Lease deeds etc. 

Bio-data of Promoters. 

Copy of approved building plan by concerned authority. 

Brief description about construction process. 

Estimated expected cost of building witli price break-up in sequential order given by 
· approved Architect. 

Description about machines and other fixed permanent assets. 

Copy of Electric connection permission. 

Copy of permission .of water comiection. 

Copy of Agreement of distribution. 

Purchase order and its inspection copy. 

Study Report of distribution .. 

Projected profit accrued, cash flow, Analysis Report, Copy of profit & loss ale. 

Copy of Income Tax of last three .years, description of Property tax of last three 
years. 

Banks consider following points in detail prior to granting any credit limits to an applicant

Reputation of the applicant, his loan capability and viability of the industry. 

'Objective of Loan: Technical and Economic viability oft.he project. 

Prescribed Loan Application form duly filled with complete information with copy of 
Project Report, Assets al)d Properties to be acquired from Bank Loan, Share of margin 
money, Production capacity, Distribution eligibility etc. should be submitted to the banker. 

Loans are accepted only on the basis of actual requirements. It should be taken care of 
that excess finance support or insufficient finance support should be discourage_d. 

When an entrepreneur submits his application fulfilling an the above listed requirements 
to Banks, the banker after fuU satisfaction from the information details; grants him loan and 
makes payment 

L 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Important Questions for Examinatio11 

What do you mean by 'Bank'? Discuss its functions. 

Define 'Bank'. Explain its working. 

What is 'Bank'? Explain its importance and functions. 

Write a short note on 'Social Importance of Bank'. 

What is the importance ofa Bank? How can it help in the sectar of an Entrepreneurial? 

Write a note on 'Financial Plan of Bank'. 

Explain the process of loan from a Bank. 

What do you mean by 'Bank'? Explain the importance of Bank for an entrepreneurial. 

• •• 
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FUNCTIONS, QUALITIESOF'A GOOD ENTREPRENEUR 

. .. . . 

· An Entrepreneur i~ the backbone oflndustrial World, who is helpful in the making of 
a well-civilized and systematic society. · 

It would not he an e,caggeration to _say th_at an entrepreneur helps to solve the financial, 
social and political problems of the riation. · 

That is why weil0known Economist said, "An Entrepreneur is the captain of Industrial 
Sector because he not only takes risks and bears uncertainties, but also acts as a good 

· organizer, inventor, producer of new product and creator- of economic structure· of the 
nation11

• 

He helps to make a very good financial outlook of the country. To maximize his gains, 
he not only talces full care of the internal administration of the industrial sector, but also on 
the other hand closely watches the activities of his competitors. 

Meaning of an Entreprenenr: 

An Entrepreneur is a person wh9 establishes a business and talces the risk of developing 
it fully. He collects the necessary resources and organizes them together to establish his 
business projects. 

Definitions of Entrepreneur: 

Various scholars have defined entrepreneur differently on the basis of traditional, 
developing and developed economy. Hence the definition of entrepreneur can be classified 
into three basic categories. 

I) Based on Traditional Economy. 

2) Based on Developing Economy. 

3) Based on advanced or developed Economy. 

(1) · Based on Traditional Economy: 

Under this category the scope of Entrepreneur is limited. The classical economists 
have defined. entrepreneur as "Risk Bearers". Following are the important definitions of 
entrepreneurs according to classical economists .. 

(a) According to Frank Knight : 

Entrepreneur is a "Specialized group or persons who bears 'risk' and meet the 
challenges". 

(b) According to Richard Cantillon : 

"An Entrepreneur is that businessmen who sells the factors of production al a fixed 
price". 

( c) F. V;Hane says: 

"Ihe person who bears risk during the production process is called Entrepreneur". 

In the above definitions Entrepreneur has been defined as a person who lakes risks 
and bears uncertainties involved in the business. Many risks can neither be exactly measured 
nor properly evaluated. These definitions highlight only the one aspect of an Entrepreneur. 

(2) Based on Developing Economy: 
In the industrial world the Entrepreneur is considered as an organizer, innovator, a 

sponsor and as a coordinator c_onsidered as a person who est.ablishes a new business, 
collects the factors of production, lakes managerial decisions and conducts different 
production related tasks,, 
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The person who does all this can be ternied as an-Entrepreneur. In the context developing 
economy following are the chief characteristics of an Entreprt'!leur. 

I) James Burn says: 

"Entrepreneur is a person or group of persons responsible for the existence of a new 
_ industrial enterprise". 

2) ~ T. Elly says: 

"An Entrepreneur i_s the person who organizes and directs productive fuctors". 

_ . 3) Arthur Dewing comments on the same topic and says: 

"Entrepreneurs is one who transfom1s ideas into a profitable business".· 

All these definitions suggest that an Entrepreneur is that person or group of people 
who conceive/ imagine any business and collects :various factors of production e.g. Capital, 
Labour, Raw Material, Equipments and techniques of the same. · 

Based on Developed Economy: 

In developed countries the industrial activities become very specialized and professional, 
which increases the complexities of the business. · · · 

-In such countries, the fi,inction of an Entrepreneur becomes very difficlllt and_ broad. 
In these countries the "Social Personality" of the Entrepreneur gains significance. He performs 
his role as an ir.novator, social reformer and_ guide. Following are definition.s, which express 
such views. 

I. Forrest Frantz says: 

The Entrepreneur is more than a Manager. He is an innovator and promoter as well". 

2. Herbertan G. Evans says: 

The person or group of persons who has (or assumes) the task of·detenninin1;1 the 
kind of business to be operated". 

3. Clarence Danh of says: 

"An Entrepreneur is primarily concerned with changes in the formula of production 
over which he has full control". 

4. Peter F. Drucker says: 

"The Entrepreneur always searches for change, responds to it and exploits it as an 
opportunity". 

Challenges Organization Opportunity 

Entn.1)reneur 

Economic Activities Management Cullum! Values 

· Afr these definitions clearly"indfoate Jfo1tthe mle of Entrepreneur in modern world has 
become very~~- h~ has to r<c:main 1;:.touch witlfl:he' changes ·takini,s place around him 

·•>- ·~ _, . " . 
,--, -!- ,.:_. ,:>~ ~-:?r., 



both internally and externally. Thus it is clear that entrepreneur is that person, who· finds 
profitable opportunities in the business, combines economic resources, gives birth to 
innovations, manage the inherent risks and uncertainties involved in business. The chart 
explains the fundamental elements of an entrepreneur. 

Functions of Entrepreneur 

An entrepreneur has to perform various functions right from the establishment of an 
enterprise, marketing of the produce but his scope of work is not limited to the production 
of commodities and its distribution, he has to perform various functions for the progress 
and development of his society and nation. ·He initiates the commercial activities in the 
society and encourages social transformation. He provides dynamism to economic activities. 
Thus the functions of an entrepreneur varies from time, place, situations and conditions 
prevailing in a country. 

The different responsibilities of an Entrepreneur are categorized into three different 
groups: 

1) Establishment Related Functions. 

2) Management and Organization Related"Functions. 

3) Modern Functions. 

The chart explains the functions of an Entrepreneur: . 

Planning 
Project 

Risk 
Taking 

. Organizing 
Resources 

Innovation I 
(I) Establishment Related Functions: 

Managing 
Enterprise 

Earning 
Profit 

Contributing 
to Society 

'The important function of an Entrepreneur is to introduce innovation in his enterprise 
for which be bas to perform various other task, the important among them are • 

(1) To imagine a Business Idea: 
An entrepreneur throngb bis power of imagination ·and thoughtfulness discovers 

creative ideas. He by his original and practicai behaviour and conduct establishes an enterprise 
or industry. • • 
(2) Investigation of the Proposition: 

· By it, it is ensured that his tboµghts can be feasible and all doubts about mis-utilization 
of money arc properly addressed. 

(3) Project Planning: 
For the success of the business ·enterprise, effective planning is very necessary. An 

entrepreneur takes many important decisions to turn bis project into an institution. Hence he 
develops various alternative by elementary research prior to reaching at a final decision. 
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(4) Preparing the Project Feasibility Report: 

Project Feasibility Report is a detailed analytical description of .facts, figures and 
infom1ation prepared on the basis of Project Planning. 

(5) Getting the approval of project: 

The entrepreneur submits i'roject Report to concerned departments and institutions 
for Registration of his enierprise; for getting permission ·and license, various amenities and 

. facilities, for getting credit facilities from bank;; and financial institut_ion. ;This exercise is 
called submission of Project Report of the enterprise for getting approval to start the project. 

(6) Establishing Enterprise: 

At this stage the entrepreneur completes all required formalities demanded by the 
concerned departments to establish bis pre-determined project. Now-a-<'.lays industries are 
generally esra.blished in selected industrial areas o_nly. 

(II) Management and Operational Functions : 

· After establishing ihe enterprise the entrepreneur is required to mana~ it properly for 
its efficient operation. He takes various managerial decisions and set himself to the task of 
creating suitable organizati,mal structure. He takes various managerial decisions and supervises 
and corltrol various activities. That's why the role of an "Entrepreneur Managers" are becoming 
more important in big and multinational corporations. Following are the managerial and 
operational functions of an entrepreneur: 

(1) Organising and Managing the Enterprise: 

For preparing organizational structure the entrepreneur decides about different activities. 
Distribute work among the employees and different departments. Different employees are 
given various powers and responsibilities. The entrepreneur should have organizing abiiity. 

(2) GettingFinance: 

The Entrepreneur has to arrange necessary finance from various sources according to 
his financial requirements. He should manage short lt,'fl11 atid longterm finance requirements · 
and also arrange funds for working capital. 

(3) Bearing Risks: 

An EI)trepreneur lives with risks and uncertainties for the development and operation 
of his industry. It is virtually impossible to think about business without risk. 

(4) · Distributing Remuneration: 

During this work, the Entrepreneur has to distribute the required amount of remuneration 
to his people who have helped him in produetion of goods. He pays fair remuneration to 
each sources of production in lieu of their services. 

(5). Making Efficient Marketing Arrangement: 

In context of extreme competition and international markets, the Entrepreneur's main 
function is to make efficient distribution system for his product. 

(III) Modern Functions:. 

· Entrepreneur carries these functions at this high stage of economic development. 
Entrepreneur has to perform some functions iti the interest and for the benefit of society. 
Such functions are as follows: · 

(1) Innovations and Diversifications: 

The most important function of an Entrepreneur_ is to bring a change in the society. 
Through experiments, research as well as creative thoughts he brini,,s qualitative improvement 
in production and in process too. He remains always busy experi111enting new ideas to 
satisfy the ever-growing need of the customer.s, to improve their standard of living to create. 
new values in society; bring improvement in the utility of goods and services. 



(2) To participate in Entrepreneurship Programmes: 

To particip~te in such programme various workshops like Development Programmes, 
Training Programmes, Workshops, Seminars etc. are being organized by various governmental 
and non-governmental bodies such as Govt. Departments, Banks, Financial Institutions, 
Commercial and Techni~al ·Institutions, Management Institutions, Boards, Corporations etc. · 
from time to time for the development of entrepreneurship skill. EQtrepreneurs get infoTUJation 
to update their knowledge and keep abreast with new ideologies,_ commercial changes from 
these mediums. -

(3) To contribute towards National Development: 

Entrepreneur uses the resources of society, so he is bound to contribute to society for -
its well being. By optimum utilization of the physical and human resources available in the 
country by creating employment opportunities, generating sources of income and fulfilling 
the. ~ocial responsibilities, an entrepreneur contributes to the development of the society. 

(4) To make business's future safe: 

Entrepr;,,,eur by efficiently managing the operation of his enterprise makes.its future 
safe. His main function is to mak.e the present and future position of his enlerpris~ safe. 

(5) Ingredient of Modem Prod~ction System: 

Production of today is based on the demands of the future, Market conditions keep on 
changing in view of the choice of the customer, prevailing fashion and change in the socio
cultural outlook of the people. The method and techniques of production too has· become 
extremely complex. In such situation the role of entrepreneur is gaining significance. 

(6) Organizer of the Society's Productive Resources: 

James Burn believes that "Entrepreneur is an organiz.er of the society's productive 
resources'. It is true also as it is the entrepreneur who combines the factors of production 
e.g. Capital, Labour, Land, Raw Material and Technology etc. to produce economic utility 
goods.· · 

(7) Establishment of New Business Units: 

Because of the new industries set up by the entrepreneurs, new business comes into 
existence in society. Entrepreneur converts fuctors of production into productivity 

(8) Dynamic Agent: 

Entrepreneur brings dynamism in the whole economy, by introducing various reforms . 
and transformations in business, trade and commercial activities. · 

(9) Ambassador of social changes: 

Entrepreneurs are considered to be the father of industrial civilization. Many creative 
changes take place in the structure of the society because of an entrepreneur's foresighted 
progressive outlook, Society discards the orthodox evil customs and practices to adopt 
modern scientific outlook. 

(10) Business Prophet: 

Gesternburg says that a "successful entrepreneur by establishing an enterprise does a 
public service. By his shai:p business acumen he turns business, commercial projects into 
reality". Hence he is rightly called as the 'prophet of business activities', 

(11) CatalyticAgent: 
An Entrepreneur is the catalytic agent in economic devel.opment. Wealth and capital 'is 

· created in society. He accelerates the rate of growth introducing modem technology in 
production system which in-turn, helps in eradication of poverty fighting problems of 
·unemployment etc. By optimally utilizing the available natural resources of the cotintty, he 
lays down the foundation of a self-reliant and self-sustaining society. 
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Importance of Entrepreneurs or Role of Entrepreneurs in E:conomie 
Development 

Entrepreneur plays an important role in economic development of a nation. He is the 
leader, guide and fore runner of economic growth. He provides dynamism to economic 
prosperity and holds significant place in the rapid economic development of a country. 
Entrepreneur by putting the natural resources of the country to optimum use, mcreases the 
role of growth. He by combining land, labour, capital and technology utilizes it to best use 
and derive maximum benefit from available resonrces. Hence, Entrepreneur is an important 
and independent medium of production. He is also called as the father of economic 
development. Entrepreneur by innovation, creates opportunities for economic development, 
increases export potentials and through import substitution helps in removing all the obstacles 
that comes in the way of economic and industrial development Famous management scientist 
Prof. R. C. Agarwal has rightly said "Entrepreneur plays a pivotal role in rapid economic 
development ofa nation". 

Following points further clears the importance and contributions of an entrepreneur in 
economic development. 

(1) Captain oflndustry: 

Famous economist Prof . .Marshall has termed entrcpreneuts as the Captain of Industry 
because the entrepreneur besides bearing risks is also a manager of industry, an econormc 
investor and with bis special ability of foresightedness also provides leadership to guide his 
enterprise to a profit earning organization. 

(2) Organizer of the productive resources: 

Entrepreneur by collectively combining various means of production sucJt as land, 
capital, labour and technology makes production a possibility. That's why James Bern said, 
that an entrepreneur is the organizer of variolL~ factors of production. 

(3) Promotion to innovations: 

An entrepreneur promotes innovations. He encourages production of new things in 
new ways applying new techniques even though he has to take risk and thus is calle<i as the 
promoter of innovations, 

(4) Important part of modern production system: 

An entrepreneur is an important organ of modem production system. In the present 
times, industrial success is based on changes and innovations, which are possible only by an 
entrepreneur. 

(5) Dynamic Agent: 

Schumpeter refers to an Entrepreneur as 'Dynamic Agent'. This is because an 
entrepreneur provides momentum to production by innovations; introducing new method of 
prodoction, new goods and new raw materials in production techniqlie. 

( 6) Development of new business units: 

It is a well-known fact that in the absence of an entrepreneur all means of production 
are useless. An entrepreneur directs all the mearis of production towards productivity due to 
which development of new business llllits occurs. 

(7) Ambassador of Social Change: 

An entrepreneur is that important organ of social process, who brings manifold changes 
in the social structure by hi,s creativity. The society becomes industry oriented and thus 
superstitions start dISappearing and the society gets rid of many old beliefs and makes way 
for industrial development. 

He makes the best use of resources due to which the national economy increases and 
the country becomes self-reliant. 



(8) Generator of Employment Opportunities: 

An entrepreneur is called the creator of employment opportunities. He establishes new 
industry, develops the already established units, uses modern techniques, re-establishes and 
expands old industrial units and due to which new employment opportunities are created. 

(9) Catalytic Factor: 

An entrepreneur is considered as the catalytic agent of industrial development He 
makes the best use of available resources due to which the national economy increases and 
the country moves towards self-reliance. 

(10) Role in Economic Development: 

An entrepreneur is called the harbinger of economic development He plays an important 
role in the economic development of a nation. He is such a clever dnver of economic 
system, who provides speed and momentum to economic development and puts the economy 
on the road of growth and prosperity . 

. Qualities of a Successful (Good) Entrepreneur 

· The personality of an entrepreneur is made up of many qualities. His personality 
influences his behavior, his outlook and his views. Thus his personality leaves a deep imi,act 
on his thought process. Some individual qualities and pre conceived notions are essential to 
make him a successful entrepreneur. On the basis of his minor unique qualities he reaches to 
the top of the business ladder and becomes a successful entrepreneur. 

Some personal qualities are inherited by birth. But many qualities can he acquired only 
through hard worl;: and practice. In every country various techniques and coaching centers 
have been established, which help in enhancing the qualities ofan entrepreneur. He can get 
advise, guidance and training from these institutions and increase his potentials. Different 
scholars and 'Writers have following opinions. 

David Meley Land says that a good and successful entrepreneur should possess the 
foll.owing qualities. 

(i) Strong determination to succeed. (ii) Craving desire to achieve goal. 

(iii) Propensity for risk taking. (iv) Energetic behavior. 

(v) Forward looking oµtlook. (vi) Extraordinary creativity. 

Christopher is of the opinion !hat an entrepreneur must have the following qualities. 

(i) Determined and hardworking. (ii) Quality to bear the risk. 

High expectation. 

Dynamic and creative. 

Innovative. 

(iv) Desire to learn. 

(vi) Accommodative. 

(viii) Efficient salesmanship. 

(iii) 

(v) 

(vii) 

(ix) 

(x) 

Capacity to solve the problem and win friends. 

Initiative. 

(xi) Self-confidence. 

(xili) Determination to succeed. 

(xv) Good behavior. 

(xvii) Responsible to cause. 

(xix) Appreciation for value of time. 

(xii) Strong resolve and will power. 

(xiv) Attractive personality. 

(xvi) Strong character. 

(xviii)Efficient in working. 

Prof. B. C. Tandon feels that an ideal entrepreneur should possess the following 

qualities. 

(i) Capacity to bear risk. (ii) Sound Technical knowledge 
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(iii) Willingness for change. 

( v) Ability to mobiliz.e resources. 

(iv) Administrative quality. 

( vi) Organizational qualities. 

After analyzing the views of the above scholars we are able to. classify the qualities of 
a good entrepreneur in the following categories: 

I. Physical and Mental Qualities: 

(a) Hard Worker: An entrepreneur's success depends on his hard work. For an individual 
. devoid of hard work, achievement remains a thing of imagination, a sheer dream. A 
successful entrepreneur never leaves anything to fate but strive hard to achieve his 
goal. 

(b) Sharp Intelligence: An entrepreneur must possess sharp intelligence, he can o~ly 
then be able to manage the enterprise successfully and utilize the commercial 
opportunities that come his way for the benefit of the organization. A person with 
sharp intelligence can easily influence another person with a view to put his views 
strongly. 

( c) Imagination: Creativity, foresight and imaginative qualities distinguish an entrepreneur 
from ordinary individuals. Imaginative power gives birth to creative thoughts, which 
helps him in planning profitable projects. 

(d) Alertness: In the age of competition it is very difficult to manage an enterprise. 
Hence entrepreneur functions with alertness. 

( e) Sharp Memory: Entrepreneur should have sharp memory. He must remember every 
incident correctly. An entrepreneur is required to do a number of work at a time. He 

(f) 

(g) 

(h) 

uses his sharp memory and executes the work. · 

Self Confidence: Entrepreneur should never loose his self-confidence under any 
circumstances. He must possess the capacity, capability and power .to face the 
commercial challenges boldly and remain cool even in odd circumstances. 

Maturity: A matured entrepreneur fulfills his responsibilities and duties efficiently. 
He never gets excited to criticism, keeps his mental balance in full control during 
conversations, business meetings etc. 

Foresightedness: With foresightedness an entrepreneur predicts about the future 
happenings, safeguards himself and protects the organizatioii from possible furure 
misfortunes. 

(i) Dynamic Ideas: An entrepreneur's success depends on his dynamic ideas. 
Conservative outlook and traditional views is an obstacle to progress. Hence, an 
entrepreneur should be a man with dynamic ideas. 

(j) Willingness to accept new Challenges: Entrepreneur possesses the quality to accept 
new challenges readily. 

(k) Optimism: An .entrepreneur should always be optimistic. He should never get 
disheartened in failures. He must cousider "Failure as the key to success". 

(I) Ambitions: Entrepreneur is an ambitious person. A man lacking in ambition neither 
reaches his goal nor fulfils the target. 

II. Social and Moral Qualities: 
It is essential to have social and moral qualities in an entrepreneur. With this ability he 

can successfully interact with people of different categories and increase the credibility of the 
enterprise. The qualities are as follows: 

(a) Sociability: An entrepreneur should be social and tactful. He must win the confidence 
of his employee, kinsmanship, be courteous and of cheerful disposition. 

(b) Politeness: Entrepreneur should always be polite. He can substantially increase his 
status, command others respect, keep his employee happy and satisfied ·by showing 
politeness to them. 
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( c) Sound .Character: Sound character is very, essential for a successful eli.frepreneur. 
A man of character is a man ofhigh determination. Only a determined and committed 
person lays the solid and sound foundation of an organi7,ation and helps the organization · 
1(1 reach the pinnacle of glory. 

( d) Honesty: Thi entrepreneur who carries the functions ofhis~terprise honestly achieves 
success for a very long.time and earns profit. 

(e) . 

(f) 

(g) 

(h) 

Co-operative:· Organization is the result of co-ordination. An entrepreneur works in 
co-operati~n with others and interacts with various categories of business people. 

Loyal: Entrepreneur must be loyal to his people, to his organization, to his business 
associates. He is required to keep his personal interest subsidiary to be faithful to the 
interest of his custQmer, distributor, government and other enterprise who helps his 
business. . 

Respedful: Entrepreneur should be respectful to the genuine grievances of the others · 
point of view. He must show respect to the suggestions and the views of others. 

Likeable Disposition: Entrepreneur should be of l\umble and likeable nature. Good 
' . . 

habits, humility, politeness, tolerance, forbearance and endurance make him a 
respectful person. 8 

{i) National Outlook: Entrepreneur should be broadminded. He must not keep himself 
confined to a particular area, region or state. He must possess national outlook. ·He· .. 
should whole-heartedly co-operate in the implementation of national development 

· schemes and other ec6noinic planning formulated by 'the government: 

Ill. Busine~s and Leadership Qualities: 

Every entrepreneur must posses some unique commercial qualities as it directly affects 
his progress. Professional entrepreneur by successfully marketing his commercial qualities 
and business tac_t ensures the success of the enterprise. Following are some of the essential 
qualities of a successful entrepreneur: 

L Entrepreneurial Ability: The courage is the basic principle for doing business. 
''Without courage business cannot be done". To have courageous ability the entrepreneur 
must have the following qualities. 

(a) Entrepreneurial Philosophy: Entrepreneur should always possess courageous 
attitude· and progressive views. He gets strength to achieve the tari;et by his 
positive approach. Each failure teaches him some lessons; he rectifies his 
mistakes and continues his work with extra vigor to achieve the targets positive 
and forward-looking approach constantly keeps him aware· about his 
responsibilities and goal. He always keeps his "ideal entrepreneur" image ·in 

(b) 

(c) 

(d) 

mind and tries to inculcate his teachings, beliefs and working style. ' 

Positive Attitude: Entrepreneurs generally have keen and deep interest about 
his business. They feel proud of their achievements and get satisfaction fro.in · 
their work. Positive attitude helps them in maintaining entrepreneurial philosophy: · 

Desire for Responsibility: Entrepreneurs execute their responsibilities to get 
the desired result with sincerity. They have strong desire to bear responsibilities. 

Preference for Moderate Risks: Entrepreneurs are -very balanced and 
disciplined in bearing risks. They never gamble while undertaking any risks. 
They never set any impossible and unattainable target but always prefer to go· 
for achievable goals and take moderate risks. 

( e) Perception of Probability of Success: An eritrepr,en_eur always remains 
confident of his success. To ensure hundred percent success he studies the . 
market conditions, environment, seriously weighs the demand -supply positions, 
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collects data as well as facts and figures available in the market and then 
decides. They also depend on their selt:confidence. 

(f) Stimulatlo11 by Feedback: Entrepreneurs remain stimulated by the feedback 
of their past perfonnances and results. They evaluate the effectiveness of their 
actions, perfonnances with the progress of the work. They do cany self
appraisal of their work. 

(g) Energetic Behaviour: Entrepreueurs remain always active and energetic. They 
do possess some extraordinary energy and power. They generally remain more 
active and energetic than common people. 

(h) Future Orientation: Entrepreneurs cherish positive outlook. They always 
remain hopeful of their future prospects. They evaluate 1he future prospects 
of their business in a planned manner. 

(i) Organizing Skill: Entrepreneurs possess special ability to organize their 
resources effectively. They do have unique skill to handle manpower, utili7.e 
their finance optimally to get the desired results. They identify and optimally to 
get the desired results. They identify and select such persons who carry 1heir 
responsibilities effectively. 

(j) Attitude towards Money: Entrepreneurs attach more importance to 'high 
achievement' rather than only monetary gain or cash pri7.es. They consider 
money as reward of their ability. They do not attach importance to financial 
results. 

Leadership Ability: Entrepreneurs develop team spirit in the enterprise by their 
leadership ability. They inspire, give proper direction to the employees to boost their 
self-confidence. Hence leadership is an essential quality of an entrepreneur. Marshall 
has rightly said "entrepreneurs are the captain of their enterprises". Entrepreneur is 
mostly recognized by the natu.re of their functioning. They find business opportunities, 
commence new projects, plan future growth, collect physical, human, financial 
resources, fix targets f<;>r the enterprises and goal for themselves to aehieve desired 
results. Meredith and Nelson were of the view that '' a successful entrepreneur is a 
successful leader whether he guides few employees or hundreds of workers". 

Entrepreneur should develop leadership capacity by self-appraisal. There is no set 
procedure to develop leadership quality. Leadership qualities vary from entrepreneur 
to entrepreneur. Successful leadership quality produces meaningful and desired results 
for the growth of an enterprise in all circumstances. An entrepreneur's leadership 
behaviour can be classified mainly in two categories. 

(a) Task-Oriented: In this entrepreneur focuses his attention to achieve results. 
He gives priority to increasing productivity and measuring the progress of an 
enterprise, but ignores the expectations and needs of the employees. 

(b) Person-Oriented: fu. such leadership behaviour the entrepreneur carries the 
functioning of the enterprise giving due importance to the expectations, desires, 
needs and views of its effiPloyees. He maintains team spirit, co,operation and 
co-ordination. He puts more emphasis on the importance of personal exchange 
of opinions and human behaviour. 

3. Risk taking capacity: To live in risks is the fundamental quality of an entrepreneur. 
He remains always ready to face uncertainties and bear risks but the entrepreneur 
never gambles, he takes only calculated risks. 

4. ·. •· Ji;xplqre possibility of other options: An entrepreneur should explore the possibilities 
of vari~u.s alternative options keeping in view the objectives and propensity of risks 
involved in. bq:;iMss.. . 



5. Evaluation of options: An entrepreneur collects various information from market, 
studies. the forecasts, competitions, financial conditions, evaluate various options and 
then select the most practical and feasible options. 

6. · Reduce the risk factor: An entrepreneur can take following steps to reduce risk 
factors working again.st odds and U)lfavourable situations. 

{ a) Study the maximum capacity ·of an enterprise. 

(b) Experiment creative innovative option in odd -circumstances. 

( c) Plan strategy to implement the revised plans. 

(d) To generate enthusiasm, motivation, inspiration, co-operation while 
implementing new plans. 

7. Implementation: Entrepreneur should make scientific planning in implementing the 
new plans after selecting the feasible options. Bearing risks is an inherent quality of an 
entrepreneur. In fact, entrepreneur is av.-are of his capacity while taking risks and 
accepts it as a challenge . 

. 8. Decision Making .Ability: An entrepreneur should have instant decision making 
capability then only he derives maximum benefit from the commercial opportunities. 
Emerson was right in saying, "Nothing is impossible for a person who takes right 
decision". Entrepreneur should follow following procedures for effective decision 
making. 

(I) Identification of Problem: He must identify the nature of the problem. Search 
for the possible reasons or cause of the problem. 

(2) Search of Alternative Solutions: Having identified and classified the nature 
of the problems, entrepreneur should search for alternative solutions. He can 
~periment with various creative practically feasible alternative solutions. 

(3) Finding the Best Solution: Entrepreneur should select the best possible 
solutions based on various yardsticks. These yardsticks may be focused on 
intensity of risks involved, limitations of resources, focused on intensity of 
risks, time and efforts put in solving the problems . 

. . (4) Implementing Decision: lmplementation of decision is more important than 
taking decision. The success of a decision depends on theway it is implemented. 
Even a good decision turns bad }f not implemented either properly or timely. 

9. Ability of Business. Planning: Entrepreneur establishes and manages the enterprise 
by his imaginative power and creativity. He turns the dream into reality by his ability 
ofbusiness planning. To achieve this he keeps himself associated with Market Research 
Organisation, Productivity Research Institutions, Budget making association and various 
other federations and syndicates etc 

10. Organization Skills: Entrepreneur prepares the organizational structure of an 
enterprise. He selects people, allocates their portfolios depending on their skills and 
abilities. By effectively managing the physical, financial and manpower resources he 
creates proper working condition. 

I l. Ability of Managing Time: Time is the most scarce and expensive source of an 
entrepreneur. Innovations, search for opportunities and effectively solving the problems 
are the most importa~t functions of an entrepreneur, but all these works remain 
incomplete due to lack of time. Entrepreneur can carry out important functions only 
by his ability to manage time. 
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12.- Technical Skill: Entrepreneur must possess special technical skill required to run an 

en·terprise. In the a1,,e of specialization an entrepreneur must possess basic knowledge 
~bout various techniques, machines, production processes, methods etc. used in 
production. 

13. Human Skill: Entrepreneur has to interact with various groups and categories of 

people. Hence he is required to be u master in human behaviour ,,_;iih the ability to 
inspire, motivate and co-operate with them in normal functioning of the enterprise. 

· 14. Knowledge of Business Enterprise: Entrepreneur executes his plans and projects 
in society for the society. Hence he must be aware of the business environment. 

15. Innovative Ability: Entrepreneurs must possess innovative ideas and ability to apply 
. his creative ideas. to business programmes. 

16. Awareness towards Social Environment, Entrepreneurs are the industrial and 
commercial leaders of the society. They are expected to manage and operate their 
business according to the social expectations and demands of the society. Hence they 
must be aware of the traditions, customs, lifestyle, culture, habits, opinions of the 
people. 

Important Questions for Examination 

1. Define Entrepreneur. Explain its functions. 

2. Def"me Entrepreneur. Discuss his main characteristics. 

3. Who is Entrepreneur? Explain his changing role and identity in modern business. 

4. "An Entrepreneur is a person who creates an on-going business enterprise from 

nothing." Explain. Describe the main functions of an Entrepreneur. 

5.. "To study the Entrepreneur is to stody the main figure in economic· activity." Discuss 
· the role of entrepreneurship in economic development of a country with reference to 
above statement. 

6. Discuss the role of Entrepreneurship in economic development. 

7. Defiue Entrepreneur. Discuss Iris main characteristics. : · 

8. Who is Entrepreneur? Explain his changing role and idf'tity in modern business. 

, 9, " Entrepreneur is a 'Captain' of industry and 'Economic !leader of society'/ Elucidate. 

1 O, " The Entrepreneur is more than a Manager. He is art Innovator and Promoter as 
well" Explain this statement and describ~ the various types of Entrepreneur. 

' i 

11. "An Entrepreneur is a catalytic agent in economic devel?pment." Explain and discuss 
the role and importance of entrepreneur in developing economy. 

' 

12. "Entrepreneurs are born, not made." Explain. 

13. 

14. 

15. 

16. 

Narrate the main functions of an industrial entrep~eneur. What is his role in 

i~dnstrialization of underdeveloped country? i · 
Describe the essential qualities of a wccessful Entrepreneur. 

Discuss_ the qualifications of Successful Entrepreneurs. 

Define Entrepre11eur. What are the qualities of a good Entrepreneur? 

• •• 
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MANAGEMENTSKILLSOFTHEENTREPRENEUR 

"An Entrepreneur is a person of unlimited talents who possesses different types' of 
potentials". 

Th.at.means an Entrepreneur is that person who possesses all the qualities of a successful 
Entrepreneur. He can fulfill all the social responsibilities along with carryi..ng out business 
activities, exploring, and innovating new options with expansion of his entei:prise. He plays 
a very significant role in the industrial and social developnient of the nation. 

For the establishment of an industry, an Entrepreneur has many roles to play. He takes 
and bears risk, make arrangement for finance, co-ordinate with the various agencies for the 
operation and expansion ofhis industrial unit and performs various functions for the business. 
For the execution of all these works he needs differe11st types of expertise and ability ·to 
successfully run the organization. 

Ability and art to influence people is an acquired quality. 

Normally some functions of an entrepreneur such as taking risks are inherent quality 
of an entrepreneur's life. But some entrepreneurial activities require special skill and talent, 
which can either be acquired, developed through experience or by continuous training. 
Besides the inherent quality some acquired quality and skill too play important role in the 
success of an enterprise. An entrepreneur has to consider many technical aspects, study 

· about ihe various opportunities of business, has to prepare an outline to make the enterprise 
eomrnercially viable. Moreover he bas to interact with various agencies for the efficient 
management of his enterprise. 

Hence it is irnportmt to understand the fundamentals of management. To have a better 
understanding of management, we can divide.it into five categories. 

A4ministralivc Financial 
Management : Management 

Management 

Production 
Management 

Marketing or 
Distribution 

· Mana ement 

Creative 
_ Management 

To have a better understanding about all these five elements or management we will 
study the importance of each one separately. 

(1) Administrative Management: This element is the backbone of the management 
as it includes all those sub-elements, which are essential to start an industry, that motivates 
and encourages an entrepreneur to venture for an unknown territory. In management 
terminology this sub-element is called "Decision Making Process". Now we will consider 
the main_aspeets of Administrative Management. 

(a) Planning: We keep on preparing some small and minor temporary and pennanent 
plans right from the inception till termination of the project. In short to give a proper 
shape to any project without proper plan is just ·suicidal and madness. Preparing plan 
is a decisive and ideological activity 

(bl Organising: To keep an industry smoothly running and in continuous operation is 
called organizing. 1he chief factor of organizing is to arrange the activities of an 
organization in proper sequence according to priorities in a time bound manner. 

( c) Staffing: It implies seleetion and appointment of right person for the right job. It is . 
necessary to pay due attention to persons qualification and experience while 
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(d) Leading: An entrepreneur mus! possess the ability to lead If a person does not have 

leadership quality he cannot make his mark in the industry. He uses his leadership 
quality. to encourage his subordinates, to motivate them, to make the work done from . 
them and to get their voluntary allegiance to the organization. 

(e) Controlling Ability: Controlling ability.is administrative functions which implies 
implementation of all activities in a disciplined manner without any controversy and 
hurdle. 

To streamline the administrati.ve management it is necessary to contemplate on 
following facts. 

(1) Inclination to detennine the goals for the group. 

(2) Proper arrangement for exchange of information. 

{3) Selection of the workers on the basis of their qualifications. 

( 4) Getting advice from able and experienced employees and develop the attitude 
of loyalty towards the organization among the employees. 

(5) Assigning works to the employees according to their ability. 

( 6) Encouraging the employees to achieve the production rargets on their own 
self. 

(7) Every person must get an opportunity to express bis views.· 

(8) To make available training facilities for the development of employees. 

(9) . Timely payment of remuneration and paying personal attention to employee's 
individual problems. 

( 10) · To develop a sense of competition among the employees. 

(11) To follow the mies of Labour Association, Factory Act and Labour Laws. 

(2) Finance Management: It is important for the _Entrepreneur to have basic 
knowledge of financial management Investment of financial sources in a planned manner, 
production and security test activities come under finance management. Finance lvfanagement 
has two major functions. 

(i) Preparation of plans or formulation of plans. 

(iI) Exercising control. 

(3) Production Management: In small industries, entrepreneur should bave 
thorough knowledge about production processes; along with it he should also address the . 
basic requirements of artisans and workers during working hours such as proper lighting 
facilities, fresh air, proper ventilation, toilet, drinking water etc. 

If there is any problem in the production or production is not up to the quality, then he 
must discuss the matter with the workers take their suggestions peacefully, take proper 
decision, implement the plans in right earnest to increase and enhance their morale. This 
approach will eam their faitbfuln.,ess to the organization and they will do their best to increase 
the production .. Keep limited and skilled staff to avoid disruption in work. · 

Production management includes the following activities. · /11 

(i) Production plan and its control. 

. . . • (ii) Decision about equipment, machines and techniques . 

. :~'..;~¥: ~~t:kno~J~dge about propose<t,q~µ5~i~~~~~ distribution. 
,"s ;;, V""- - ·• ~~" ¾, c~V efJ:,, ,~ ')! ' 
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(iv) Information abouf employees and exercising control over them. 
An ·entrepreneur has to make good plaus for achieving good productivity. Good 

producfrvity means getting maximum production from mini.ll)um available input. 

Am entrepreneur should concentrate on quality also apart from production. Present 
day's market is a customer-based market hence entrepreneur should maintain quality in 
production besides the services. 

(4) Distribution or Marketing Management: In the present age of cut-throat 
competition, ii is necessary lo have market oriented ideology, 

Many companies are manufacturing various types of products in which some companies 
focus on increasing the market size where as others are keen to increase their share in the 
sales. As a result there are many winners and many are struggling to capture a part of the 
maxket share. Different products have different distribution process. Bence, an entrepreneur 
should be·aware of the distribution network of that particular product, which he is 
manufacturing, Because it is through good distribution network, the company actually earns 
profit. If a company has a good product but it is poor in distribution then its working capital 
will go down substantially in future, which will lead lo closure of production, 

Distribution process plays important role in marketing of a product. Mostly distribution 
process is of four kinds. · · · 

(I) Manufacturer - Distpbutor - Seller - Purchaser. 

(2) Manufacturer - Seller - Purchaser 

(3) Manufacturer - Purchaser. 

( 4) Manufacturer Agent • Purchaser. 

It.is very important for an entrepreneur to choose the right method of distribution. He 
must select the existing distribution system prevailing in the market for that particular product. 
Advertisement plays an important role, in marketing of product but they have no direct 
relatic:inship on sales. 

lt is mere foolishness to think that more advertisement means more sales. In order to 
make the advertisement more effective, we must consider the following facts. 

(I) An advertisement is just a process of providing basic information about the 
product lo the people. One must choose appropriate advertisement method in 
relation to the product. e. g. Print Media, Broadcast Media, Hoardings, Posters, 
Electronic Display, Advertisement through Vehicles etc. 

(2) To broadcast the advertisement at right time. 

(3) To se!)d maximum message to others with minimum subject matters. 

(4) The content of the advertisement should be clear and easily understandable. 

(5) Creative Management: Generally, in big industries there exists a separate 
unit for this purpose, known as Research and Development, but in small 
industries this function is carried out by entrepreneur and his staff, hence both 
should essentially inherit creativity in them selves. Creative management implies 
that activities, which keeps the production process continuously going on in 
absence of certain raw materials required for production of a particular product 
with introduction or application of alternative substitute. For this the 
entrepreneur mostly relies on the suggestions given by its employees, sellers, 
purchasers, distributors, agents or any other individual. The entrepreneur must 
patiently listen to their advice and consider their suggestions in right earnest. 

Thus in this way the entrepreneur develops in himself the five-pronged 
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Ent,epren,ur.ihlp n,.,/op,,,,n, - ;. . management skills to successfully manage his established enterprise and can 
expect to tum rus enterprise into a profitable.venture .. 

Management Skills:· 

· Entrepreneur should have sufficient knowledge •abuut operational management and 
leadership skill to run his enlerPrise after its estahlislunenl and slartofthe business operation. 

NOTES Entrepreneurs' management.skill implies maintaining of accounts, fmancial control, investment, 
employment, organizational structure, production and distribution plan and able management 
of employees. The entrepreneur should be well versed in manag,'Iial skill, -principles and 
techniques. He should have decision making power and capacity to lead. He should deftly 
implement the action plan prepared according to the determined principles to accomplish the 
target. Organizing ability an.d co-ordination are the essential qualities of an entrepreneur. 

Test your Progress 

I IO 

An entrepreneur has to acq\rire various managerial resources, interact with varying 
groups and has to develop various types of skills among the employees. 

· Management skills of an entrepreneur consists of following points: 

(I) · Planning Ability: ·An entrepreneur shall have the ability to forecast the future position 
of his enterprise. He should decide the target and goals of the industry keeping in 
mind the existing opportunities and future challenges. He should accordingly prepare 

. the strategy for his enterprise. 

(2) Organizational Skill: The entrepreneur should be a good orga~izer through 
organizational skill he prepares an integrated structure of people, their positions, their 
functions, their power and responsibilities, their liabilities and their .inter-personal 
relations with each other. 

(3) · Skill to lead or Leader.ship Skill: Entrepreneur is indispensably is a pioneer of 
society and his enterprise. The organizations success is assured under his efficient 
direction. Entrepreneur should have the necessary qualification to guide his employees, 
to give necessary instruction and information, and to find solutiOIJ to their problems. · 

( 4) Skill to exercise control: Control implies directing the works and decisionS to achieve 
desired results. The entrepreneur remains alert to achieve the predetermined goals. 
Entrepreneur is a practical person. He not only prepares plan hut implements ii 
successfully lo achieve desired results. Thus he should have the ability to constandy 
evaluate and monitor his works, plans and goals:· 

( 5) Decision making ability: An entrepreneur has to take numerous decisions for the 
success ofhis enterprise. He should prepare viable strategy for production, investment, 
employment, distribution and expansion of his business enterprise. Hence he should 
have the qualification to analyze the various alternatives to'find out the real challenges, 
to analyze the various alternatives and select.the one, which suits him most, or select 
the one, which is the best among them. 

Importa:qt Questions for Examination 

1. What d~ you meant by Management? Explain its elements. 

2. What is Management Skill? Explain its different elements. 

3. Explain the necessity of Management Skill for an entrepreneur. 

4. What do you mean by Management Skill of an Entrepreneur? Fxplain its importance. 

5. Write short note on -

i. · Administrative Management 

ii Financial Management 

iii. 

iv. 

·Production Management 

Marketing Management 

••• 
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MOTIVE FACTORS OF THE ENTREPRENEUR 

Entrepreneur is the backbone of industrialization of a nation. His contribution in the 
Industrial and Economic development of society is innnense because due ro their innovaiive 
work the·nation reaches a milestone. Thus it is true that entrepreneurs are the foundation 
stone ofrapid industrial development. It will not be an exaggeration to say that in the absence 

-of entreprenern;s many developing countries blessed with plenl'J of natural resources and 
large human power are still backwar~ in the}ield of industry and commerce. 

Famous economist Marshall highlighting the importance of entrepreneurs has said 
that, "Entrepreneurs are the captain of industry, who-is besides being a mauager, inventor 
and prophet is also a builder of economic structure of a nation". 

Hence it becomes imperative to understand the importance of an entrepreneurs, which 
can be explained by the following points: 

(1) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Contributes in the economic development of a nation: Entrepreneur contributes 
signific tly in the economic growth of a nation. He establishes new industries, utilizes 
availabl resources, creates and increases employment opportu!lities, and· helps in 
increas' g the National Income of a country. Hence he plays an important role in the · 

· development of a nation. 

s useful resources for the society: Entrepreneur organiws the productive 
resourc of the sociel'J. He collects the various sources of production in a definite 
propor_ti n and with· proper co-ordination at minimum input gives maximum output. 

Produc of new goods: Entrepreneur provides new goods to the society. He by his 
constant ew discovery, research and inventions make the production of new goods 
a· possib' ity and makes-arrangement to produce new things for the socjety. 

Increas in employment opportunities: Entrepreneur by establishing new industry 
and exp nding, -diversifying the existing one helps in increasing the ·employment 
oppo 'ties. 

Founda on stone ofindustries: Entrepreneur is the foundation stone ofan industry. 
He bears risks and faces uncertainties along with carrying out managerial functions. 
He is a ager, a capitalist, a employer, a planner and also a prophet of industry. 

new market for the product: Besides producing and manufacturing new 
searches new markets for the growth and expansion of his business. He 
new market and produces goods according to its need_ and supplies it. 

Helpful n capital formation: Rapid economic and industrial development depends 
on capita fonnation. Entrepreneur helps in increasing capital funnation. By establishing 
new ind . try he makes effort to increase employment, income and saving. This leads 
to increa e in rate of capital formation. 

Base of ommercial activities: In fact, entrepreneur is the base of all conu:ricrcial 
activitie . It is the entrepreneur who produces new goods by establishing new 
industrie . This activity leads to more commercial activities. 

Encour emeut to Research and Development: Entrepreneur besides being a 
promoterofindustry is also an innovator. 'Ibis encourages research and development, 

· which ul ·mately is b~'!leficial for the society. 

( 10) Change I social structure; Through innovation, the entrepreneur is also helpful in 
bringing hange in social structure. He by manufacturing new goods, applying new 
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techniques, introducing new technology, creating new market, discovering new market 
and establishing industries in new regions, areas, takes society on the road of progress 
and prosperity, 

( 11) Encouragement to innovations: Entrepreneur is basically an innovator and creator 
of new goods, new ideas, new markets and new production techniques. For this he 
carries out research and development prograrnmL'S which raises the standard ofliving 
of the society. 

(12) Encouragement to economic development: Entrepreneur is.the fim.damenlal base. 
of all economic development. The economic development of a country is the result of 
entrepreneur development. Entrepreneurship helps_ in implementation of economic 
plans of a country. 

(13) Removal of poverty: Entrepreneur establishes new industry, which creates 
employment opportunities that helps in providing employment to the unemployed .. 

(14) Dynamic agent: Entrepreneur is a dynamic agent ofany economic system. He through 
his commercial activities and innovations provides dynawism to all economic systems 
that boosts economic development. 

·o 5) Catalyst element: Entrepreneur plays the role of catalyst element. Because of this 
wealth and capital in society is created and we witness a sharp rise in wealth creation 
as resources ofa country are optimally utilized. 

(I 6) EstabHshment or new industrial organizations: Entrepreneur do not keep themselves 
limited to establishing one or two or three industries but continues to keep this activity 
in practice and the process gets momentum with passage of time, More and more 
industrial organizations come into being which prepares an atmosphere of industrial 
development in a country, 

(17) Expansion of existing enterprises: Entrepreneurs establish new enterprises but 
they also keep on expanding the existing enterpriser, under their control, so that the 

· existing units too keep pace with the development process, 

Role of Entrepreneur As an Innovator 

Famous scholar Peter F. Drucker has remarked that, Entrepreneurs do something 
new creates something different They bring in change and transformation in values. Each 
entrepreneur enter into the market with a dream of launching somethinf! new. Thus whenever 
an entrepreneur thinks of establishing an industry he carries market survey lo know the 
nerves of consumers, make research on the availability of resources and strives hard to give 
something new to the consumers. He creates conditions for innovation in following manner. 

(I) Searching new market: Whenever an entrepreneur bring in new product he also 
fulfills his duties that is, search for new market. By new market we mean, where the. 
new goods would be sold. He accordingly decides about the product to suit the taste, 
fashion and category of consumers, To supply consumer oriented goods become the 
priority of the entrepreneur. 

(2) Introduction or new goods: Entrepreneur :is an innovator, first of all introduces the 
new goods to the conswners. Accustomed to the use of old product consumer expects 
something more from the new chain of production and the entrepreneur successfully 
does this work, 

(3) Beginning of new process of production: When the entrepreneur carries out the 
important task of bringing new product in the market according to the expectation of 
the consumer, he definitely tries to bring modification in the process of production to 
provide quality product. Thus he lays the foundation of introducing new process in 
production methods. 



\ 

( 4) Discovers the new source of raw materials: When decision to produce new goods 
with new techniques or process is taken, then the entrepreneur focuses his attention 
towards the discovery of new alternate source of raw materials than the existing one. 

(5) Development of new forms of indnstrial organization: Public undertakings are 
considered the biggest form of industrial establishments. Hence its organisational 
structure too is very ·solid. But it has one major defect, as it is not very elastic. In. 
other words no changes can be introduced according to the needs of the enterprise. 
Whereas an entrepreneur when brings in innovations, he selects that form of 
organizational structure th.at snits his industrial organization the most and continues 
to strengthen it further. 

Thus an entrepreneur functiooing as an innovator carries the important responsibilities 
and duties to prove himself useful to the commoo man and society as a whole. 

Entrepreneur as a Generator of Employment Opportnnities 

A renowned scholar's view gains significance that, "in a developing country, the 
entrepreneur is the provider of employment opportunities", because a progressive entrepreneur 
in true sense is the creator of employment opportunities. He makes new experiments, starts 
new industry and thereby creates new employment prospectus. Following points further 
clears the viewpoint. 

(I) Establishment of new industry: When the entrepreneur decides about his goals he 
starts establishing new units of production. When new industries are established in 
new areas then the people of that particular area, region, town gets employment. 

(2) Full exploitation of resources: A successful entrepreneur is also known and 
recognized as a creator as he fully exploits the available resources for productive 
gain, so that he may not incur loss. He gets the direct benefit in the form of increase 
in employment opportunities. 

(3) Development and expansion of existing units: When the established units start 
production according to the expectation of the entrepreneur, then he focuses his 
attention towards expansioo and diversification. He makes plan for hundred percent 
exploitation ofresources and maximum production Thus expansion and diversification 
exercise leads to more creation of employment opportunities. 

(4) Use of modern techniques: It was often considered that adoption of modern 
technology will lead to more unemployment but it proved wrong in Indian context. It 
was found that adoption of new technology increased the employment opportunities 
for both skilled and unskilled work force. Thus entrepreneur by adopting modern 
technology and state of the art production methods have fulfilled his responsibilities 
as the creator of employment for the overall development of a nation. 

( 5) Re-investment of profits: Remuneration of an entrepreneur is considered as his 
profit, which is also known as income. But entrepreneur pays Income Tax. If by his 
_skill an entrepreneur increases his income, the tax proportion or quantum of tax too 
increases, to save taxes he fluther invests the income for starting new unit to get tax 

relief benefit. This new unit further generates employment opportunity. 

(6) Revival of sick units: Entrepreneurs not only establish new enterprises but also 
have helped in reviving sick units or industries, which were on the threshold of 
closure by some reason or the others. He finds out the reason, why and_ how the units 
became sick'/ And finds solution for its revival. He replaces the old and worn out 
machineries and installs modem state of the art technology to make it a viable unit 
which provides employment to many. 

Thus an entrepreneur by creating employment opportunities plays an important role 
m econontic development of a nation. 
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Entrepreneur as a Catalyst Agent of Economic Development · . 
An entrepreneur is considered as a catalyst agent of economic development of every 

nation. For the rapid economic development of a co\llltry. the development of entrepreneurs 
is a necessarypre-condition. Onlyby developing entrepreneurial ability many socio-economic 
problems of a country such as unemployment, poverty, economic disparity, low production, 

. !'!.w standard ofliving etc. can be solved and ari utopian society can be fonned, Entrepren,eur 
is a catalyst agent of economic development, can be proved by the following points: 

(I) Provides dynamism to .economic development: A country where more 
entrepreneurs live, makes rapid economic development. Because of this individuals 
who are always in look out of opportunities both commercial and industrial set up, 
new industries and strive hard to exploit the available resources at their command to 
the maximum to dedve benefit which encourages industrial activities, 

(2). Optimum use ofresourees: .The natural and human resources such as natural wealth, 
raw material, minerals, hwnan skills and resources etc are optimally utilized ,for 
productive purpose with the growth of entrepreneurs, Entrepreneur by his management 
skill utilizes the unused resources lying idle and put to constructive utilizat.ion which 
increases national productivity. 

(3) Balanced development: At national level we find vast differences in development 
among the states' whereas at state level we witness disparities in growth prospects in 
various districts. Entrepreneur establishes industry in such locations where there is 
hardly any facilities exists. Thus with the establishment of anew industry infrastructure , 
development starts taking place, many ancillary and small cottage industry comes 
·into being to cater to the needs of Heavy Industries. Thus the benefit of deveiopment 
percolates to a great number of people and area leading'to balanced development ofa 
nation or state. 

( 4) Helps in capital formation: Entrepreneur is such a factor, which helps in.reinvesting 
the saving of the people fa productive activities, which creates capital formation. 
Capital formation is an important economic problem of each nation. Entrepreneur by 
increasing commercial activities boosts the rate of capital formation, 

(5) Increase in employment opportunities: With the growth of entreprepeurship, more: 
and more industries come into existence, which increases the opportunities of 

· employment 

(6) Essential organ of modern production system: The present day production is 
based on further demands. The condition of market, inclination, liking of customers 
and fushions keeps on constantly changing with time. The process of production and 
techniques too are becoming complex day by day. In such volatile situation, only the 
entrepreneur can demonstrate his mettle and ventures into unknown production field 
aiid becomes an important instrument of economic prosperity. 

(7) Contributes In Natioual Development! Entrepreneurs uses the available natural 
resources of the country and utilizes it for productive purpose. He has to give his full 
co-operation and support for c~eating an ideal social structure. By optimally utilizing 
the natural resources of the country and by providing opportunities of employment, 
he helps in raising the per capita income of the people which in turn increase th.e 
national income. Thus by playing such a pivotal role an entrepreneur fulfills his social 
responsibilities and duties. 

Available facilities and motivation for the Development of Entrepreneurship 

In our country various facilities and motivation have been provided for the all round 
development of Entrepreneurship. 



(l) Creation· of I11dustrial Regions and Industrial. Belts: To encourage industrial· 
entrepreneurship, the administration motivates individuals to start industry in various 
regions. Facilities of Transportation, Hanking, Godowns, · Warehouses, Electricity, 
Training, research Laboratories etc. are developed by government to attract 
entrepreneurs. In tlie backward areas District Industries Centre, Laghu Udyog Nigam, · 
State Developmen.t Corporations, Directorate of Industries develops basic. 
infrastructure facilities. 

(2) Devclopmeni of Training Facilities: Government organfaes Training and motivational 
programmes to develop entrepreneurial ability among the entrepreneurs through its 

· various institutions, management scho,;,ls,' t;,.,hnical schools and professional vocational 
institutions. 

(3) Managerial Development: Government through Industrial Finance Corporation of 
India established Manal;lement Development Institutes, to solve the management 
problem of entrepreneurs and develop managerial abilities in them, which iS'in operation 
since last 15 years. -

( 4) . Inte"rest Grant Schemes: The main objective of Interest Grant Scheme is to motivate 
unemployed youths and women entrepreneurs for self-employment and adoption of· 
quality control methods. -

(5) Deyelopment ofVocational and Technical Education: To impart quality employment • · 
oriented technical and commercial education to new entrepreneurs, the government 
established Technical and Vocational Educational institutes. These institutions are 
showing keen interest to make the college education entrepreneurial oriented too. 

(6) Government Grants: With an objective to encourage establishment of industries in 
backward re!lions and reduce the capital investment in industries and promote export, 
the government is providing economic aid to industries in the form of grants. 

(7) Revival of Sick Industries: Government is making serious efforts to revive sick 
and closed industries and industrial Wlits by framing Jaws arid providing financial 
help. 

(8) . Advertisement and .Publication of Literature: Government by publishing various 
books, literature and pamphlets trying to create awareness among its citizens to start · 

. new inoustries and providing them information about various facilities and progranit)les 
available for it. 

(9) Research and Development: Government is continuously encouraging Research 
and Development in various a_reas of production and distribution. 

( I 0) Encouragement to Women Entreprenenrs: Government has made efforts to create 
awareness among the women entrepreneurs. Special package and grant schemes 
have been laWlched through_District industries and Trade centers to bring the women· 
at the forefront of economic development and make them self-reliant. 

(1 I) · Standardiu;!ion of Goods: To encourage production Government provides faciljtjls 
· for standardization of goods. Indian Standard Institute (ISi) of G.O.L is functioning 
·in this area. This institute does research in <:JU~lity control. 

(12) Policy to purchase finished and semi-finished product: Govemment has assured 
industries established in backward regions to purchase their finished and semi-finished 
goods produced by them for a particular fixed period at a certain fixed price. 

(13) Preparation of lndnstrial Maps: District Industries Centre and Directorate of 
Industries is preparing Industrial maps collecting infonnation from various regions 
and districts about the possibilities ofindustrial development to help the entrepreneurs 
in procurement of raw materials, labour, industrial commodities etc. 
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(14) Entrepreneurship Development Programmes: Various Entrepreneurship 
De'i'elopment Programmes are regularly conducted to develop required qualities and 
determine the possibilities of entrepreneurship abilities among the educated youths. 

( 15) Export-based unit scheme: Under this scheme the units are free to produce tools, 
raw materials, components, consumable goods etc. meant for export. No tali: or 
excise duty is levied on such items. Such units have to export all their produced items 
and have to earn l % of the total export in the form of minimum Net Foreign Exchange. 

(16) Encouragement to Foreign Investment: To promote and encourage foreign 
investment, government has set tip Foreign Investment Protection Board (FIPB), 
Foreign Investment Protection Council (FIPC), Foreign Investment Implementation 
Authority (FHA). 

( l 7) Special Schemes: Various special schemes and programmes have been started for 
the speedy development of entrepreneurship in the country. Among them following 
schemes are most important eg. Self-Employment Schemes, Central Grants Schemes, 
Margin Money Scheme, Grnmin Kamgar Yojana (Rural Workmen Scheme), Gramin 
Rozgar Karyakram (Rural Employment Programme), Government Purchase Scheme 
etc. 

important Questions for Examinations 

I. Define Entrepreneur and explain its importance. 

2. Explain the role of entrepreneur in the present Economy. 

3. What are the motivational factors of an entrepreneur and explain its importance? 

4. "Entrepreneur is a generator of employment opportunities". Explain. · 

5. Describe the role ofan entrepreneur in the Economic Development. 

6. What are the incentives and subsidies given to an entrepreneur in India for Development 
of Entrepreneurship? Explain. ~-. 

••• 
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PROBLEMS OF THE ENTREPRENEUR 

Meaning of a Problem: 

When we find or feel an obstacle in the fulfillment of our objectives, we tenn.it as a 
Problem. Problem arises when we either loose or find something more or less Iha,, our 
expectations. Every time the problem does not come single handedly. But it brings with it 
many opportunities also. That's why it is important that the problem should be observed 
carefully and its.appropriate solution must be sought after. So that we may keep up-eoming 
problems aHhe bay, .and also find new opportunities. Problems are broadly classified into 
two major groups: 

1. First category consists of those pr~blems, which are unexpected. 

For example - The resignation of an important candidate or the absence of any 
significant person .in a meeting or a sudden strike in a factory etc. 

2. The second category consists of those problems where we want to change our 
present circumstances, but there are many obstacles and problems that do not allow 
us to complete the task. That's why it is often called as the "Problem of achievements". 
The second problem is again sub-divided into three parts: 

(a) 1hose problems where we are unable to reach our present target. 

Example: Sale or Production target. 

(b) Problems where our present target could have been enhanced due to better 
work potential. Bui it could not happen. 

( c) How can we stimulate people's mind to think creatively with the help of 
brainsiorming? 

Basic requirements for solving a problem -

During the solving of problems all those works are included whieh help in removing 
the obstacles. But to find the solution of all types of problems and getting a suitable solution 
of every problem is not possible until and unless the person does not have rational thinking. 
Any entrepreneur or organizer can become a good decision maker only if he increases his 
imagination power. So that he be able to handle all his assignments well without connecting 
his problems to the past, also he find easy methods of maintaining good balance between the 
problems and the new ideas that are required to solve the problems. 

If we want to increase our potential of creative and rational thinking in solving the . 
problems, we must take care.of the following: 

(a) What are the problems I barriers in the way of creative thinking? 

(b) How can the potential of creative thinldng be increased? 

( c) · For the development of new thoughts, how can the brainstonning of the general 
public be done? 

(a) Barriers to Creative Thinking 

In the path of creative thinking there can be obstacle due to many reasons. 

Example: The mental preparation, restriction of mind for certain limits, So that other 
independent thoughts are not able to come in, having pre-assumptions about a particular 
thing. All things should be avoided like, coming to a conclusion very quickly without 

Hntreprene«rsltlp /kve/Qp1;~€#. 

NOTES 

, 

117 



I 
I 

r 

Enfr-epi-eneurship Development 

NOTES 

rational thinking, pre-assumptions of "What others would think" etc. In reality no 
person can think creatively until and unless be comes out of the above given barriers. 

(b) Developing Individual Capacity for Creative Thinking 

1o increase the individual potential of creati~e thinking, the best way is that entrepreneur 
or the organizer understands those factors inside him, which have lllllXimum impact 
on bis thinking, · 

Example: His family environment, his education, his special _attachment towards 
· caste or place, person or thing due to which he is forced to.foJlow a certain path. 

Along with this bis past experiences, old strategies, his rules, regulations also should 
be studied carefully because they are barriers, which do not allow bun to inculcate 
new thoughts. Any problem solver or judicial person should constantly check that in · 
what conditions his pre-assumptions come true. 

It is also important for him that he does not think on the same pattern, so·that there 
are variations in his thoughts. It is important that our mind must be open. and 
independent so that it can work independently .so that new and different thoughts are 
produced from it. We must keep ourselves in such situations that our mind is compelled 
to think differently. · 

For any specific person to think creatively, it is important that he keeps a balance 
between "origin of new thoughts" and "examination of new thoughts" because if it is 
not done then he ends up fearing that his thoughts are not mixed up. He won't allow. 
new thoughts to grow in his mind. The worst part in the creative development of 

· mind is that the entrepreneur or organizer starts making pre-assumptions in his mind. 

Example:-

(1) "This cannot be successful".· 

(2) "We have done it before and it has failedn. 

(3) "lt is quite risky". 

(4) "It would require more input and so customer, higher authority or employees' 
would be angry etc.". 

Because of all the above-mentioned reasons we don't let the new or optional ·thoughts· 
come in our mind and so our thinlqng is restricted. 

( c) For the Production of New Thought 

One good method is that we roust use the collective capacity of the group of people to 
develop new ideas by "brainstorming". 1o keep these thoughts in option, it is important that 
we take into consideration the thoughts of the general public. 

During that time it is important that we don't give any good or bad reactions because 
if it happens, people would be reluctant to give their true opinions and thus we. won~ be able 
to get the general view of the people. First of all, these must be colleded and examined so 
that out of them the "best one" is accepted. 

SOLVING PROBLEM 
Any industrialist or organization needs to go through the following steps to solve his 

problems -

1. To develop an attitude for solving problems : 

To solve any problem,, a person needs to show a keen interest into its solutions and he 
must constantly seek its sol~tions. Basically a person shows three types of interests or 

tendericies:-

(i) · Those category of people who show interest from their own side in solving a 



problem and give pressure to their mind to find out the best options that are 
suitable and required. 

· (ii) Those category of people who show procrastination or postpon..,. their work. 
These people @!ways hope that somebody else will find out the solution of a 
problem, In these kind of persons, the tendency of classification of problems 
based on their positive and negative points and finding out its solutions keeps 
on decreasing because they are showing less interest ' ' 

(iii) Third kind of people are those who are neither interested in solving the problems 
• by themselves nor they ask anybody to solve-,{he problems. Thus they end up 

creating problem for others. Due to this habit, instead of solving any problem, 
they create problems for the other people, those who are already interested in 
soiving a problem. They do thls even if it cr~tes a problem for themselves . 
only. • 

2. Identifying the problem and Its seriousness: 

During sol~ing the problem, it is imP,ortant that !he person fully.understands them 
because some problems seem easy but basically they are not so easy to dell with. They may 
be just its symptoms not the e.ntire problems. Thus without knowing the problem from the 
d,epth, it is not so easy to seek its appropriate solution. 

Example: For a person who has high fever is a disease but for the doctor, it is just the 
irregularity in some part of the body because of germs. Thatis why the doctor tries to 
identify the root cause of the fever; similarly loss,in a factory or strike by its employees is 
not a problem. That is why it is important for the person to understand the root cause of a 
problem in order to solve it in an appropriate manner. 

' 
During solving of a problem, it is also important to know the seriousness of the same 

and the manner in which the problem is to be solved. 

(i) Urgent action is needed 

(ii) Or action can b<; taken after few hours or gays. 

(iii) Or it is a problem where urgent action is not required as <lf now. 

For any entrepreneur," it is important that the problems are divided info three parts a.s · 
explained above so that he selves the same based on the urgency or need to'llolve the same. 

3. Describing or defining a proble_m:-,, 

Describing the problem and recognizing the same fully is the most important task 
bee a us,- ·- . . ~. . 

(i) Finding out the solution f9< an unrecognized or unidentified probleffi is waste 
of time. 

(ii) Finding out the right solution for the WT<lng problem is useless because what is . , 
wrong is always wrong. · 

To solve a ·problem correctly, it is essential to define the problem in words or classify 
it in as many correct ways as possible so that the problem becomes more clear and easy to 
understand. · 

Example: The best'. example is the way our doctor puts number of questions about 
pain / health disorder during preliminary clinical examination. The doctor asks about our 
family history, life style etc, so that he understands our pain/ health disorder thoroughly and 
analyze the same before suggesting for further investigations or the course of treatment to 
cure the same, a 

Similarly, during a strike the entrepreneur wants to. know, what are those causes due 
to. which his employees are unsatisfied, so that'he successfully finds out the ·solution for 
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them. Classifying a problem is useful only if the person involved in solving them, takes 
mmcin:mm information about it, and uses them accordingly and takes their use in solving 

them. 

4, Preparing list of possible causes: 

To understand a problem, it is important that we know every reason related to that 
problem. So that we make a detailed list of that and it can help in solving the problems of 
other types in future. During the preparation of this list find out as many reasons as possible 
and know the details of every kind of causes because during the primary stage we don't 
know, which cause is really responsible for this problem. 

As we have already mentioned we must think more creatively during the preparation 
of the list and we must not have any pre-assumptions in mind during the preparation of this 
list because if it happen then we would take the pre-assumed cause and not try to know the 
real cause. 

S. Testing or evaluating possible causes: 

During the preparation of the problem list, the enlrepreneur needs to know all the 
causes and also test them, which is the root cause of all problems. If we know the details of 
the causes we can know the before and after effects of th~ problems. 

Example: Our doctor never prescribes a medicine until and unless he conducts various 
tests - Blood test, Urine test etc. 

Similarly an enlrepreneur must investigate first to know the right reasons and causes 
of a strikl' before going for a solution. · 

6. Developing alternative solutions for problems: 

After the identification and axamination of problem only, the various options of its 
solutions can be given. To prepare this list we must take as many options as possible and 
take the advise of as many people as possible. In this regard once again the opinion of the 
general public and their mental make-up can he beneficial Whenever we are not able-to 
think of an appropriate solution, then an alternative solutions comes in front of our eyes, 
then whatever alternative solution comes we accept it as right solution and thus may remain 
deprived of from an appropriate solution. 

Also whenever we think of only one solution for a problem, then we must try to fmd 
out other solution also. Because that one solution can sometime gives rise to a new kind of 
problem 

Example: If an entrepreneur is dealing V11ith only one person for his sale and suppose 
his relation with that organization become sour, then he has no other option but to go in loss. 
That's why we must constantly think ereatively, so that we are always be able to get alternative 
options. 

7, Understanding and comparing solutions with objectives: 

After the list of options is prepared, the person should compare it and find the final 
best option so that all the useless options are deleted/ omitted. 

8. Deciding to implement the solutions: 

After finding the solutions of a problem it is advisable for the organizer to implement it 
well so that the goal is reached. For doing this it is important to know how much the 
prescribed plan is beneficial, for how many days it will work, what are its impacts on other 
processes. All these information must he collected before hand, because one solution, if not 
good, can give rise to different other problems. 

9, Anticipating problems that are likely to arise in futur~ jllld making 
preparation for solving the same: 



For a problem. no .solution is the ultimate solution. In future, auy other problem can 
arise due to a specific solution. That is why, it is advisable for the people concerned that 
theymakethemselvescapableofsolvingthoseproblemswhichmayariscduetothatpm:ticular 
solution. 

He must be capable of guessing, w~ould be the after affects of a particular soiutiou 
and how to deal with them in future? 

Problems of Entrepreneur 

At the start of any business people pray for its success. Any trade has its own specific 
characteristics but it needs to change itself according to times. 

In order to become a successful entrepreneur, whether the trade / business is small or 
big it needs to be managed with the right interaction. Because an entrepreneur basically deals 
with new products, he also takeS' the risk of presenting it in a new way. 

As such every business measure has certain problems and no entrepreneur is untouched 
with them. He has to deal with personal organizational and other outer problems. If we 
classify these we find that personal problems can be due to taking less risks, insufficient 
education or family problems or technical problems. But in modem time an entrepreneur has 

. to deal with not just the personal problems but also many other different kind of problems. 
That's why the problem of entrepreneur can be broadly divided into two types -

(I) Problems of primsry stages 

(2) Problems faced after the entrepreneur has reached certain stage. 

It is known that an entrepreneur carri~blem right from the beginning, because the 
field in which he is entering is full ofnew experiences and he doesn~ have adequate knowledge 
of them. The general problems faced by an entrepreneur are -

Problem of making the Project 

When an entrepreneur is about to establish a project, then it is important for him to 
make a plan and then progress further because he needs to know the estimate ofloan taken, 
electricity connection, registration of the project. He needs to talk to people and gain knowledge 
and information because he himself is not trained in it Therefore it is important for him that 
he prepares the project keeping in view his own future. 

Problem of collecting the initial amount of Money 

An entrepreneur faces the initial problem of money. He thinks of taking it from friends, 
relatives etc. because he himself is in hand to mouth condition. He finally thinks of arranging 
a loan, because the different opportunities given by the Govt may help him in procuring 
loan. But it is again a long-term tiring and pitiable process. Thus, in the beginning w 
entrepreneur faces the problem of collection of money. 

Problem to get a place in Industrial Area 

An entrepreneur needs to create his own place and establish his own recognition. If 
the entrepreneur is doing production of related work. it is important that he keeps his project 
in the right industrial area For which he bas to get the land from the industrial center of that 
district. After many legal formalities, an amount is deposited. It is not necessal'y that the 
entrepreneur gets the place or land ofbis choice because sometimes the clerks or employees 
of that center may misguide him and thus he fails to get an area of .!\is choice and thus it 
becomes a serious problem. 

Problem of getting N. 0. C. 

An entrepreneur, before putting his project requires ''No-objection" certificates, which 
is not easy to get in present time, because during this procedure the entrepreneur needs to 
give the authorities under-hand money whi0 h they•demand. The main reason for this is that 



E•trep,d.;,,,.,h;/-.1,pn,ent · the deparlment from which he has to get a ''No objection certificate". requires so many 
infonnation or documents which a new entrepreneur cannot fulfill them. So he better give 

·"short cut money" and gets the certificate and thus saves himself from all the headache. . . 

NOU:S 

. Problem of Family Backgro1md 

The biggest and basic problem in front of an entrepreneur is his image. Ifhe has an 
induslrialist background then it is not a 1.,ig problem because he has already seen all the 
problems for members of his fanirly. But if he does not have an entrepreneur background 

· then he faces many probleJD!!. · 

Problem of Raw Material 

The problem of raw material is also a problem for an entrepreneur because from 
. where and how to get the raw material is a serious issue as production depends on raw 
material. Thus to get regiilar supply of raw material undisturbed, is a significant issue for a 
new entrepteneur, . 

.. 
Problems of Power 

After starting a project the entrepreneur should concentrate fully on the arrangements 
of power. He has t<? take the legal commercial power connection for which there are many 
kinds oflegal formalities. To deal with these formalities becomes difficult for the entrepreneur 
because of the present method of working at the offices. That is why an entrepreneur 
should concentrate on arranging undisturbed power supply for his project 

Problem of Registration 

All those entrepreneurs who are starting a new project should do their registration, 
. because in future many higher authorities would check it from time to time. They would 
. also demand the required or related documents. Thus the registration should be done. For 

this they need to take rounds of different offices and due to the complex: procedure of 
· offices, he lace a lot of problem. ' 

The above-mentioned i/roblems compel.t4fNl!trepreneur to struggle in the begioning 
and at the same time after establishment they give rise to following problems: 

Problem of Capital Formation 

The entrepreneur n,;.eds a good amount of capital for his business and be personally 
tries to get it. But when he runs a short of it, he goes through the different financial policies 
of the govermnent. For this he' has to gDc through. certain legal formalities and he hits to 
present the 'format, wliich shows the increase in his business. Based on this, it rs decided 
that how (!lUCh finance needs to be arranged in this way. After all these fonnalities, then 
coded finance rs made available to him. Bµt in-this procedure, the entrepreneur lace~ many 
problems. So he must invest carefully. 

Problems of Labour 

An entrepreneur needs good and trained labourers to run his project successfully. In 
the present time, an entrepreneur faces many problems rn retaining these labourers. In the 
begioning, first of all, the labourers and officers are not honest and even they are honest, 
they demand more wages. Even if that is done, they leave the job for a better-paid company, 
which creates a problem for entrepreneur. Since the entrepreneur has trained them for his 
work, it becomes very difficult for him once they leave his project, to recruit new person 
readily. . 

Thus an entrepreneur should appoint officers and labourers very carefully. 

Pi:oblem of Availability oflnfrastructure Facilities 

An entrepreneur should establish his project at a place where there is availability of 
sufficient infrastructure facility. Because the success of.such projects depends on the 



availability of electricity, water, transport, communication, storage etc. Therefore it is said 
that the entrepreneur will face the problem because of any facility, which is unavailable. 

Lack of Marketing Facilities 

An entrepreneur faces the biggest problem of marketing If the entrepreneur does not 
: have good marketing facilities, then he faces a lot of problem. He has to do the marketing of 
his goods at other different places for which he faces many transportation facilities also. 
Therefore it takes a heavy toll on him and so the entrepreneur should take special measures 
to deal with them. 

Problem of old Technology of Production 

An entrepreneur faces the biggest problem when the production is not at par with time 
or the quality of raw material gets affected due_ to technological problem. Therefore·he 
should be aware of the complex technologies of today's business. He should know all the 
financial and technological problems. Apart from this he should be ·aware of the latest 
information in the changing environment because without them no one can ensure success 
to his organization. 

Problem of Late Payment · 

In- modern time, the entrepreneur sometimes ,sells his raw material or products on 
credit: But even at a due date, he does not get payment in time. But the rnerchantr; and 
businessmen keep on extending the date of payments and it becomes difficult for the 
entrepreneur to get back his payments and suffers a· 101. 

C 

Exploitation of Property Brokers . . 
Mostly, proper!)'. brokers exploit new entrepreneurs. He faces problems related to 

buying and selling of property. When these deals are not done at the right time, they create 
problems., The property brokers demand more money and blackmail him that is why the 
entrepreneur gets exploited due to lack of support from their side. 

Problem of Government Policies 

The entrepreneur fuces big problems of government policies, which are related to his 
business. Because the development policies, programmes and targets of government becomes 
a hurdle in entrepreneurs development. The entrepreneur's development depends on the 
financial and industrial policies of the government Therefore changes in the government 
policiCS: from time to time act as an adverse effect on entrepreneur's development because 
each government changes its policies from time to time. 

Problem of Consciousness towards Social Environment 

The social environment is made up of human desires, mental level, ethics and customs. 
The entrepreneur cannot ignore them. In fact no body can become a successful entrepreneur 
after neglecting them. Thus an entrepreneur has to do his duties towards the society, he has 
to accept social customs and practices and make a balance between it. The creation of a 
. "Social attitude'' is an importani problem. 

Problem of Proper Use of Capital 
The entrepreneur faces a problem of building a complete capital structure. He has to 

act with logic so that he can invest minimum capitaf and get maximum return. But he has to 
find out.the different sources of getting the input and choose the best source at the same 
time he must make the plan of the maximum utilization of the capital. 

SociaJ Use of Economic Power. 

The entrepreneur can earn maximum profit and establish his financial dominance in 
the market. Many can exploit those who have financial dominance, but from the social point 
of view, fmancial dominance should be used for the benefit of the society. The entrepreneur 
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has to earn gains keeping the benefits of the society above everything. The balance between 
profit and social service becomes a major problem. 

Minimum Social Costs 

Due to the setting up of new entrepreneur projects in society, pollution, deterioration 

. 
I

. of human values, ecological imbalance, business Lnjustice, poiluted environment etc., are 
. common. The entire society is in problem, because of the above-mentioned impacts. Thus 

· entrepreneur development must be done keeping in mind that the social equilibrium are not 
disturbed. 

I Time Management 

The entrepreneur has to do complete work in a planned way. Bringing the raw material 
from the market, taking the finished product to the customers, all these should be done on 
the right time. 

Problems of Management and Administration: 

Tims an entrepreneur has to make all the efforts to develop his enterprise and when 
the bUsiness or enterprise get expanded he requires to appoint staff to look after the interest 
of his enterprise such as accountant, supervisor, storekeeper, guard etc. These people help 
him in running his enterprise smoothly. But the entrepreneur cannot keep his eyes on their 
activities always. He has to rely on their trust and faithfulness and believe on them to a 
certain extent: In this way an entrepreneur also faces the problem of management and 
administration of his enterprise. 

Problems of Ownership 

An entrepreneur expands his project with time and increases his capital potentials also. 
At this point, he faces problem of tax also. The entrepreneur sometimes involves his .fum.ily 
members .also in order to save tax. This becomes a major problem for him in future, as he 

has to overcome with the problem of Proprietorship too. 

Other Problems 

It would be correct to say that an entrepreneur is made up because of problems and he 
carries himself forward, because of problems. All types of the above given problems such 
as fumily, social, political problems take a heavy toll on him from time to time, which he has 
to solve and then only he can move further and become a successful entrepreneur. 

I. 

2. 

3. 

4. 

5. 

Important Questions for Examination 

\\/hat do you mean by Problems? How can you solve it?• 

Explain the main elements of solving problem. 

Discuss the main problems of entrepreneurship. 

How should an entrepreneur solve the problem? Explain. 

What is problem? How should be widerst:and it? Explain. 

6. Explain the problems of an entrepreneur in primary stage of Business. 

7. Explain IO important problems faced by an entrepreneur in Business. 

8. Write short notes on -

( 1) Prob !em of Capital 

(2) Problem of Power connection 

(3) Problem of Management and Administration 

(4) Problem of Registration 
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