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am- TN-IndiaThere are many institutes and organizations

which are involved in entrepreneurship

development activities and there are people

who join these programmes with an aspiration

to become entrepreneur. It is a known fact that

many management institutes are coming up to

cater to the growing needs of industries in

supplying traditional corporate managers. A

Manager is one who manages all the resources

to match with the organizational needs. In the

managerial role resources are allocated to solve

problems and improve the administrative

efficiency. An entrepreneur must have all the

traits of a manager. It can be stated that all

entrepreneurs are managers, but all managers

are not entrepreneurs. An entrepreneur is one

who perceives a need and then brings together

manpower, material and capital required to

meet that need.

Entrepreneur and Entrepreneurship

The word entrepreneur is derived from the

French verb”Enterprendre”, which means

undertake.  The Frenchmen who organized and

led the military expeditions were referred to as

entrepreneurs.  In many countries, the term

entrepreneur is often associated with a person

who starts his own new business. Business

encompasses manufacturing, transport, trade

and all other self employed vocation in the

service sector.

Thus an entrepreneur is one who undertakes

to organize, manage and assumes the risks of

a business.  However, in the recent years,

entrepreneurs are doing many activities which

have broaden this definition.  Today, an

entrepreneur is an innovator or developer who

recognizes and seizes opportunities; converts

those opportunities into workable/marketable

ideas; adds value through time, effort, money

or skills; assumes rewards from these efforts.

Entrepreneurship has been considered as the

propensity of mind to take calculated risk with

confidence to achieve predetermined business

objectives.

Impact of Economic reforms on the

development of entrepreneurs

The incidence of Economic Reforms in India,

during the last decade of the 20th century,  has

changed the Indian industrial scenario.It has

attracted new areas of development, foreign

direct investments and new business areas. The

Liberalization, Privatization and Globalization

(LPG) policy of India has favoured the

development in entrepreneurial activities and

took the Indian economy to new heights.The

growth of industries in India, especially,in the
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areas of information technology and bio-

technology has been admired by the advanced

countries. Some of the important areas of

growth in the entrepreneurial activities are:

(1) Small scale industries (SSI) sector:

This include small, tiny and cottage

industries which are on the increase.

Indian economy consists of 95 per cent

of industrial units in numbers.  The

faster growth is in service units. The

SSI sector accounts for 40 per cent of

manufacturing sector and contributes

to 35 per cent of India’s exports.

Government of India and State

Government are developing schemes

to help new entrepreneurs.

(2) Special sector:  This is the area of Hi-

Tech, like Information Technology

(IT), IT enabled Services (ITES), Bio-

Technology (BT) and Research

Development (R&D) units.  These

areas are fast growing with less

investment.  Indian entrepreneurs have

seized the opportunities and made a

name for themselves in India and

overseas in the field.

(3) Service sector: Indian entrepreneurs

have been using growth opportunities

in service sector. Accordingly

investments and quality levels in

service sectors have increased.  The

spectacular growth is observed in

Business Process Outsourcing (BPO),

transport, repair services,

entertainment and hospitality sectors.

(4) Rural sector: the growth of

entrepreneurial activities in rural India

are in the areas of food processing, cold

storage, export of food products like

eggs, meat, fish, prawns and the like

in processed and semi-processed

condition.  There are enterprises

exporting agri-products like Basmati

rice, rice, wheat and wheat products,

spices, cashew nuts, sugar and oil.

Entrepreneurial developments are also seen in

Indian industries in the existing units.  The

competition is making the units to think and

plan for new products, introduce better ways

of doing things, add values to their customers

and make their organization leaner and

efficient to meet the global challenges.

Role of Entrepreneurship in India’s future

Economic Development

The progress of Indian economic development,

since independence, provides evidence that

individuals do respond to incentives in their

pursuit of self-survival and accumulation of

wealth. The nature of this response depends

on the economic climate, particularly the role

of the government. India’s economy struggled

during the regulated regime of the

Government. The economic reforms

implemented during 1990s have set the stage

for substantial improvement in the Indian

economy.
Among various approaches to economic

growth, India has rightly focused the

promotion of entrepreneurial activities.
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 Entrepreneurial efforts have been found to
generate a wide range of economic benefits,

including new business, new job, innovative

products and services and increased wealth for

future community investment.  The following

narrative explains the success of entrepreneurial

activities in several countries. Following an

extensive study of entrepreneurship in 21

countries, Reynolds, Hay, Bygrave, Camp and

Autio (2000) concluded that successful

entrepreneurial activity is strongly associated

with economic growth.  Their research was

subsumed under the “Global Entrepreneurship

Monitor” (GEM), a joint research initiative

conducted by Babson College and London

Business School and supported by the

Kauffman Centre for Entrepreneurial

Leadership.  Their findings, based on surveys

of the adult population of each country in-depth

interviews of experts on entrepreneurship in

each country, and the use of standardized

national data, supported their conceptual model

depicting the role of the entrepreneurial process

in a country’s economic development.

The GEM conceptual model suggests that the

social-cultural-political context within a

country must foster certain “General National

Framework Conditions,” which can generate

not only the opportunities for entrepreneurship

but also the capacity for entrepreneurship – in

particular, the skills and motivations necessary

to succeed.  Together, the entrepreneurship

opportunities, on the one hand, and the skills

and motivation, on the other, lead to business

dynamics that yield creative destruction, a

process in which new firms are created and

older, less efficient firms destroyed. The

overall result expected for a country is

economic growth.  Of the eight “General

National Framework Conditions” listed in

Figure 3.1, the three that Reynolds, et al (2000)

highlighted as important are, the availability

of financing for new entrepreneurs, the need

for government policies which are supportive

to the entrepreneurial efforts and the

opportunities for education and training in

entrepreneurship.

EMPEROR INTERNATIONAL JOURNAL OF FINANCE AND MANAGEMENT RESEARCH [EIJFMR]  ISSN: 2395-5929  Page No .25

EMPEROR INTERNATIONAL JOURNAL OF FINANCE AND MANAGEMENT RESEARCH [EIJFMR]  ISSN: 2395-5929



Social,
cultural,
Political
context

 Entrepreneurial framework conditions
Availability of financing
Supportive government policies
Education and training
Cultural and social norms
R & D transfer
Commercial & legal infrastructure
Internal market openness

Access to physical infrastructure

Entrepreneurial
opportunities

Entrepreneurial
capacity
-skills
-motivations

Business
dynamics
context

National
Economic
Growth

GEM Conceptual Model

Source: Reynolds, Paul D., Michael Hay,

William D. Bygrave, S, Michael Camp, and

Erkko Autio, 2000 Global Entrepreneur

Monitor:2000 Executive Reports (Kanas City,

Kauffman Centre for Entrepreneurial).

To ensure economic progress, India may

implement microeconomic policies that will

foster entrepreneurial activities.  Fortunately,

India has already taken various steps to lay the

foundation for the type of economic growth

that can be fostered by entrepreneurial

activities, through RBI and the commercial

banking network in association with selected

NGOs.

The research on entrepreneurship around the

world indicates that the cultural characteristics

that can foster successful entrepreneurial

activities and its related economic benefits are:

a strong education base, the necessary financial

support, opportunities for networking among

entrepreneurs, and a well-defined, minimal

role for the government.  In the case of India

specifically, an emphasis upon entrepreneurial

activities in the information technology sector

also seems relevant. Consider first the need

for a strong education base.

Education in Entrepreneurship

development

Generating a critical mass of entrepreneurs

oriented to high levels of growth depends on

the quality of education provided and the

presence of an environment that encourages

innovation.  Three interconnected areas

provided possibilities for mutually beneficial

synergies through the flow of ideas and wealth,

which could generate high level of dynamism.

These are: Education (especially, quality

vocational training and skill development),

Innovation (generating commercial value

through new and improved ideas) and

entrepreneurship. Together, these are

cornerstones of inclusive and sustainable

growth.
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 Role of Education and Entrepreneurship Development
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• Education is indispensable for skill de-

velopment and fundamental to entrepreneur-

ship and innovation.  The ability to innovate

and generate commercially valuable new prod-

ucts and processes can only take place in envi-

ronments that encourage experimentation and

value addition.

• Innovation catalyzes Entrepreneurship

by providing ideas that can be converted into

wealth (through goods and services).  Innova-

tion helps real market opportunities for entre-

preneurship to develop and flourish.  Innova-

tions are not limited to those involving high-

end technology alone.  Any new idea that gen-

erate commercial value is by itself the spur for

a new entrepreneur to plan a venture.  To quote

the economist, T.N. Srinivasan, “Innovation

and Entrepreneurship is a two-way relationship.

In one sense, in innovation, someone finds

something but that somebody may not be

equipped to translate that something into a com-

mercial proposition.  That is where entrepre-

neurship comes in”.

• An entrepreneurial culture drives cre-

ation of wealth from knowledge and generates

impetus for further innovation.  Entrepreneur-

ship, in turn, helps generate new jobs in the

economy, and creates a culture of indepen-

dence, risk-taking and confidence, more so

amongst the emerging education groups. A

dynamic entrepreneurial environment is sup-

ported by a vibrant academic culture with in-

novation linking the two as a generator of new

ideas and opportunities.

Commercial banks and entrepreneurship

development

The main functional area through which

commercial banks can help and develop

entrepreneurship is the deployment of credit.

This is because, timely availability of adequate

funds at reasonable rates of interest with tailor

made repayment conditions and lesser or no

insistence for collateral security, etc., to those

with technical skill and potential

entrepreneurship. Many skilled entrepreneurs

could not start their own enterprises for want
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of sufficient capital. Providing adequate capital

on time by banks can go a long way in

entrepreneurship development. Sickness,

mainly arising out of inadequacy of funds, can

easily be cured by the banks through their

positive lending policy.  The commercial banks

can extend timely help such potential

entrepreneurs to sustain against their financial

crisis.

• The commercial banks facilitate

entrepreneurship development by attending

uncertainty and absorbing risk in arranging

capital needed by the people for undertaking

self-employment activities.  This is done it two

ways: first, the banks broaden the spectrum of

their assets and liabilities suiting to the needs

and preference for the liabilities and assets of

the investors and savers in the society through

the process of savings-intermediation; and thus

lessen the risk and uncertainty in arranging

capital for the potential entrepreneurs.  Second,

the banks help change, what an event means

for the entrepreneur,  rather than changing the

likelihood of the event.  This is done through

influencing the readiness and ability of the

entrepreneurs by manipulating interest rates,

for the short-term interest rates affect cost of

holding goods temporarily and the long-term

interest rates affect cost of capital equipment.

• Through consultancy and merchant

banking functions, the banks may make earnest

efforts in entrepreneurship development by (i)

ensuring advisory services in matters of

production, finance and marketing, (ii)

imparting training in behavioural sciences and

other pertinent matters, (iii) helping the

identification of technically feasible and

economically viable schemes and the

formulation of bankable project proposals for

self-employment, (iv) getting vivid technical

and legal formalities completed and (v)

securing other vital inputs to the potential

entrepreneurs. The EDPs (Entrepreneurship

Development Programmes) conducted by

Khadi and Village Industries Commission,

District Industries Centers (DIC), Small

Industries Service Institutes (SISI), Industrial

Development Bank of India (IDBI), etc, are

the potential areas through which the banks

can help entrepreneurship development.

Through equipment leasing, the banks could

ensure 100 per cent financing of the projects

of the potential entrepreneurs without

involving huge risk of transfer of ownership

title under direct loaning on the one hand and

imposing lesser financial burden on the

borrowers on the other.

• The major areas in which commercial

banks may make their debut in

entrepreneurship development are ancillary,

tiny and small industries, agro based village

and cottage industries and allied agricultural

activities.  Business and trade as well as

professions  may also serve a good base where

on the banks may motivate people to become

entrepreneurs in the capacity of self employed

people.  Thus, there is an immense scope for

the commercial banks to play their positive role

in the entrepreneurship development.
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• But, it must be quite clear that the role

of commercial banks in this respect is like the

role of that person who takes a horse to the

water but he cannot make the horse drink.  So,

the banks may try to motivate and help only

those people with technical knowledge and

managerial ability that show initiative for

undertaking self-employment activities and are

ready to take up calculated risk.  For this, they

can show them path and help them in their

pursuit but they cannot force them to undertake

self-employment activities against their

wishes.  Moreover, commercial banks alone

cannot ensure entrepreneurship development,

for they are one of the several supportive

institutions necessary for the purpose.

However, their role in this field can be rightly

termed as the dominating role.

Role of Government in Supporting

Entrepreneurship

• Small and Medium-sized Enterprises

in market economies are the engine of

economic development. Owing to their private

ownership, entrepreneurial spirit, their

flexibility and adaptability as well as their

potential to react to challenges and changing

environments, SMEs contribute to sustainable

growth and employment generation in a

significant manner.

• Entrepreneurs have strategic

importance for each national economy due to

a wide range of reasons.  Therefore, the

government shows more interest in supporting

entrepreneurship and SMEs.  There is no

simple way to create new job positions,

increasing GDP and rising

standard of population than supporting

entrepreneurship and encouraging and

supporting people who dare to start their own

business.  Every surviving and successful

business means new jobs and growth of GDP.

• The employment potential in

improving entrepreneurship forces the

government to design a comprehensive,

coherent and consistent approach to develop

entrepreneurship and SMEs.  The Government

has decided strategically to give priority for

promoting entrepreneurship and SMEs. A

comprehensive Government approach to

entrepreneurship and SMEs would provide for

a full coordination of activities of numerous

governmental institutions (chambers of

commerce, employment bureaus, etc.) and

NGOs dealing with entrepreneurship and

SMEs.  Apart from designing a

comprehensive entrepreneurship and SMEs

strategy, the development of national SME

support institutions and network is one of key

condition for success. There are no doubts that

governments should create different types of

support institutions for the benefit of new

entrepreneurs.

Conclusion

In India entrepreneurs involving in

commercial activities under Industries,

Service and Business (ISB) are growing in

numbers.  The quality output of these

entrepreneurs is to be improved further to

compete with the products in the market.  The

Indian market is becoming global.  The

customers/consumers are demanding
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innovative products.  Marketing techniques

with attractive advertisements intoxicate the

consumers continuously.  To survive in this

changing market trends and changing wants/

requirements of the customers/consumers, the

entrepreneurs are compelled to improve their

quality output.  To achieve their objectives,

entrepreneurs need financial assistance to

acquire new machineries/equipments and

effective training to update their skills

including marketing tacts.
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