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HUNTING FOR SUITABLE

= CHAPTER OBJECTIVES J =y

To become familiar with the process of hiring an employee
To describe the interview and induction processes

To understand the ways of motivating employees and providing training to them

To highlight the important aspects of salary and perks
To know the process of terminating an employee’s services

Like everythj CANDIDATES
_ g else find;
considerah]e effor Lo g A Worthwh;
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| . Many ¢ ills of the person

ny time i i
S, this basjc rule of hiring is forgotten.
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Human Resource Management 271

The first step in hiring is to find whom you need to hire. When you have a
business plan in place, it will give you a very good idea of the tasks that have to be
completed to set up operations and run the business. From the list of tasks, it will be
easy to deduce the number of people you will need and the skill level and experience
of the employees to be hired.

Hiring will not be a one-time activity. Even the initial hiring will be staggered over
a period of time because you will need different types of employees to be on board
at different points of time. Also, after the initial hiring is done, you will continually
need to hire to fuel the growth of the firm or to replace employees who have left the job.

Hiring starts with defining the position with a comprehensive job description. It
is good to include all details such as given here:

» Details of the job responsibilities
The qualifications desired
The kind of experience the candidate should possess

Salaries and other benefits to be given
Career path

All of the above details need not be included in the initial communication to the

candidates. Usually, the salary and career path are withheld to be discussed during
the job interview.

The two ways of hiring most preferred by entrepreneurs are through acquaintances
and through recommendations. Though these ways may seem to be ad hoc, they
are very effective in the hunt for good employees.

Through Acquaintances

People you know personally can be good employees. Technical skills are important
but the more important traits are willingness to learn, passion for the work, and honesty.
There is no reliable way to correctly assess these characteristics in a short interview.
So, it might be better to resort to some you know personally or professionally.
The best candidates may not be looking for a job. They may even be working for

your customer ot competitor. Hiring from a customer can result in losing the customer:
but you are in a position to judge whether it is worth taking the risk. ’

Through Recommendations

A 1.ec,Dmmg:,-nd.'slticu'l/_re.ferra.’l is the next begt th

1t can be from an EXIStm_g ‘?mplo)’ee, a businesg associat, i

from a person whose opinion you resp, e, or a friend. A good word

ect is enough i
It is always g?f’d to know why that Person holds thi c;fif‘c:{n to_ put:sue % casdidate.
reason for hiring may not match that idate in high esteem. Your

Person’ ;
§ perceptions of whom yvou want to
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Entrepreneurship

hire. Many firms in the technology sector have an employee-referral compensatig,
There is no reason why it should not be extended to other sectors a5 wel

If it is not possible to come across a desirable candi*.:late by the above methods iL
is time to spread the word through forums and pmf{?ssmn.als meant for Fhis Purpose
Information about jobs available can be disseminated in various ways as discussed hera

programme.

Advertisements in Local Newspapers

Usually, a newspaper hasa special day for all job-related postings. It will be cheaper
to post an ad on that day thanina normal slot. Jobs available may also be advertised
in the classified sections. This works out very cheap, but it may not be productive

when searching for high-level skilled employees.
Using Job Portals

There are a number of very successful job websites such as naukri.com, timesjobs.com,
monster.com, and others. It is easy to get jobs listed on these sites. For example, a single
listing in the classified section of naukri.com costs Z 845 and the costs can be much
higher for premium listings. A very high visibility slot can costa few lakh bucks per year.
An interesting option can be not to post a job offering but to get access to all the
resumes listed in a job portal. This will allow you to choose from a host of candidates
who have submitted their resumes. This too does not come cheap with a year’s access
costing aboutZ 22,000. The downside of this alternative is that many would have found
the job they were looking for and some might have reservations about joining a start-up:

Contacting a Placement Agency

Tapping a placement agency is a good way to get employees. There are quite few
placement agencies in larger cities and they area good way to reach active jobseeke“-
They charge the equivalent of one or two month’s salary, and some may charge higher
for some categories of jobs. It is wise to impose a conditi(;n to pay onl i);the employ€©
stays with the organization for more than six months, In case tllzl)e);gen)c’y has a proble™

with that condition, at least a portion of the tota] payment can be withheld till the

employee completes six months. Otherwise th et
candidates if the selected candidate lea,w;s eeaz:‘?;ncy *hould agree o find repl2

© ____—-""""
Exhibit 12.1

Online Work Exchanges

Sometimes, the entrepreneur may need the specialized services of a professional and
- may not be able to find one locally. Now, there are many websites that allow employe™
~ to connect to freelancing professionals. These online exchanges are particularly focused
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“towards IT professionals, but one can find a variety of other professionals specializingin
?’ft%é'r'se rields such as graphic arts, creative writing, sculpting, editing, translation services, .
::arketing, and legal assistance. -
A prospective employer may post details of a project and registered professionals Wi
' then bid on the project. Most sites have a rating mechanism to help employers sele _-_f ;
or

fessionals. There is also a sophisticated escrow mechanism to reduce the risk

-the pro . .
%_ payment default or of non-completion of project. -

some of the prominent online exchanges for freelance professionals are given here:
www.guru.com | _ 5
www.sourceforge.net

- www.scriptlance.com
‘www.rentacoder.com

CONDUCTING INTERVIEWS

The interview is the first interaction of the candidates with the company. The company
should put its best foot forward so that even unsuccessful candidates will have good
things to say about the company. The entrepreneur and the employees already on
board should appear to be professional and confident in all their activities.

Candidates are to be selected for interview based on their CV's submitted. Candidates
should be invited for interviews by a written letter on the company letterhead specifying
location, time, and supporting documents to be brought.

The interview can take place in your own office or a space can be hired in a hotel.
Employing a placement agency gives the added acﬂiva.ntage of being able to use their
office for conducting interviews. If it is early in the life of the venture when your office
this can be an added bonus. Having the interview conducted in your
ducate the candidates about their future workplace.
date will have an idea of the kind of organization

isnot yet ready,
own office place also servestoe
While going to the interview, the candi
he/she is going to work for.

At the interview location, there should be a waiting room and someone to get

them seated and to direct them as necessary. Often a standard CV does not give all
the information you desire; in such case, it may be useful to have a formatted sheet

- . . lar information desired. For example, for emplov;
designed to capture the partici a;;;ke and model of vehicles driven, Peig

a driver, you wish to know the _ |

There };re many companies who useé PSY‘fhomemC tests and gTOup. discus sions,
but the results the};r yield are not entirely re}lable and ma)l; uznef:e ssarily bias yoon.
Selectio:; For testing technical skills, practical tests can be designed or a writte,

. an be resorted to- , ) .
exaT?m;?:r:iZw jtself should be 1ong enough to satisfy you that the candidate j5 Suitab]e
e

1o for the company and thejob Itis helpful to have an interview panel, yypy; -
Or unsut e
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' be even others from outside the fj
; . employees or may e firm,
includes some semor € ploy ¢ the strengths and weaknesses of the candidate ViS-:arEiZ

neing .+ bring ou :
interview should aim 0 0778 good opportunity to inform the candidate abg,

. . ~ments. This i also a ) : ’
ie }23 ;icilm;:; is required of him/her. The interviewer should invest some eff, :
e

; i ture by mentioning the good reputation of
in painting & ood picture of the ven o0 by
ia]:ltlieprenfur,gthe growth prospects of the company, and the exciting challenges aheyq

. ow should concentrate onne gotiating a satisfactory

tter half of a fruitful intervi :
The latter be careful to avoid employees who choose t,

ay and benefits package. You should : ; :
EOI);E on only for a higher pay packet. Employees bought’ by a higher salary wi]

be mercenary and will leave soon when offered an even more attractive package
by some other organization. |

On being selected, an appointment letter should be issued on a company letter-
head. The appointment letter should mention date of joining, designation, and salary.

Some important service conditions should also be mentioned.

INDUCTION
An employee should not be put on the job immediately after joining. An induction
programme helps to orient the employees and allows them to understand the
company and their new job. In addition to learning their way around, information
should be provided to enable them to contribute to the growth of the company very
early. A good induction programme should have the following processes.

Signing of Documents

New employees are asked to go through the service rules and other related documents:
During joining, they have to sign on a document that lists all service conditions and
responsibilities of the employee and the employer. It is a good idea to get the new
emp!oyee to sign a non-disclosure agreement (NDA) to protect proprietary information
and intellectual property of the company.

Narration about the Company

::str}ll O;talﬁ]s}.lﬂgiq be given to introduce the new employee to the business of the
pany, their beliefs, and their long-term goals. The talk should include details 0

quality policy, current clients, and :
. icy, , safety no jes use &1
mulh-medla assisted presentation. ¥ morms. Some lasger compeTiE ™

~ Exhibit12.2
Hiring Retired People s
be

" Anew entr i
 relatively i:le:(r:enr?:r:::?;; egture iacks expetience and its employees oo are likely 10
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"o consider hiring retired people. There will be many people who have had lot of experience
" working for big firms or government organizations and are now Ieading aretired life

Especially, those who have worked in the government will have greater knowledge of the __
- workings of government departments and will be able to get things done more efficiently. -
- While working with retirees, one should pay heed to the following aspects:
« They may not like to work on a full-time basis; so, you should be prepared to take them
on as part-time employees.

« Due to their age, they might have special medical needs. The venture should be
prepared to deal with that.

~« They are also likely to take frequent holidays to visit children and grandchifdren.:

« They are senior people and they expect to be treate'd with respect by others in the
- organization, including theiremployer. fe | : '

A Tour Around the Office

A guided tour around the place of business will enable the new employees to feel
the pulse of the place. Observing other employees at work will expose them to the
standards and commitment expected of them. The areas of particular interest to the

employees would be the canteen area, recreation room, and the workstations likely
to be assigned to them.

Early Mentoring

In the first few days on the job, a mentor should be assigned to help the new
employee to adjust to the new job and also to ensure that the new recruit is capable
of doing the job he/she has been hired for. Depending on the kind of job, this
mentoring can take from a few hours to more than a few months.

Obviously, a detailed induction programme as discussed above would not be
possible for the first few employees in a start-up. In that case, the induction plan has
to be conducted personally by the entrepreneur, and the employees of this first
have to be educated on their responsibilities to take care of the subsequent employees.

MOTIVATING EMPLOYEES

Employees cannot be motivated simply by a salary hike or long-winded speeches

followed by a warm handshake.. Regardless O.f their level of employment, employ-
ees have the following expectations from their job;
" Recognition for good.wor'k K by the;m
" Meaningful participatlon in the VEfltur.e s endeavours
. A feeling of belonging and of sharing in the success of the Organization

Opportunities for growth in accordance with their competence and €Xperien
. ce
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. Security in their job as long as they perform according to expectationg

. Monetary reward for performance in their job
. Benefits relating to medical expenses and insurance

Salaries, perks, and other job»related benefits are the chief instruments ygeq to

keep employee motivated.

Fixing a Salary
If a person is leaving a job to join your venture, he/she expects a salary higher thap
That may not be necessarily true, The

what he/she was getting at the earlier job.
employee may want to join for an entirely different reason. Some would be looking
for an increase in responsibilities, some may believe in the future prospects of the

venture, and some might want to shift because the job is convenient for some entirely
different factors such as it may be closer to their home or the flexitime offered allows
them to engage in other important activities. There are a few ways the employee is

going to measure his/her salary:
« It is comparable to salaries of others in similar jobs in other companies within

the industry.

» It should be comparable to what the employee is likely to get in some other job.

- Itshould be as good as the salaries of others with similar responsibilities within
the company.

* It should be comparable to the salaries of his/her friends and peers outside the
industry.

The salary cannot be expressed as a simple figure. It has a lot of components

and is structured with tax regulations and other obligations kept in mind. The various
components of a salary are discussed below.

1. The fixed component of the salary will include the basic pay and any dearness
pay and dearness allowance added to it.
2 :I'here will be a number of allowances including house rent allowance, house
, ;)mpr‘ovement allowance, vehicle allowance, and others
- Provident fund will be a statutory requirement for an organization with more

9. Annual bonus can be based on salaries or op performance. Many employe™®
have a standard practice of announcing the same bonus at t:he sarflle time yea!
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the bonus canl

' better motivation. Also, .
ariable bonus may be a ' . _ el
e ; a‘: different times of the year such as Holi, Christmas, Dlwilct -
- dec}ggenice to declare a surprise bonus on completing @ big proj
It can : :
ing a significant milestone. |
;eaf:djf a bonus is traditionally less than 10 per cent of the totra.l.l salalc'ly in 2
° I;ar bu’t in an entmpreneurial environment, it may be beneﬁCIa} to design
;ay };ackages where the performance-based variable component 18 between
15 to 35 per cent of the total salary in a year.
—— = =
o Exhibit 12.3

Employee Stock Option Plan (ESOP)
pany’s share ata certain price. This price could

either be the market price (price of the share currently listed on the stock exchange), or a
 preferential price that is usually lower than the current market price). If the firm’s shares
" are not listed on any stock exchange, it could be at whatever price the management fixes

it at.
Companies offer their employees ESOPs because it is considered that having an
tantially increase loyalty and motivation. Depending

equity stake in the company would subs
upon the company’s policies, an employee has to stay with a firm for a certain number

of years before being eligible for ESOPs.
With regard to ESOPs, the employees are not taxed on acquiring the shares. The

" employees are taxed when they make a profit by selling the shares or transferring them.

An ESOP is an option 10 buy your com

7. Very few small entrepreneurial ventures have an employee stock option plan
(ESOP). Some larger IT companies have them in place, but with the unI::er

tainties surrounding share prices, they are no longer a very popular tool fi

benefiting employees. Usually, the companies issue stock options when th e

are about to go public. Overall, ESOP can be an effective way to compe ?’
nsate

entrepreneurially minded employees.

. Other entiflements relating to the job are also important to the emp]

important to make sure that the employee feels that justifiable wﬂrk_relatgdoyee. It is

are being met by the company. The expenses the employees are allowed €Xpenses

the course of their job are important in determining their attitude towards th to incur in

and the job. The employee should be made to understand that the com ¢ employer

and needs money to grow, and a penny saved is a penny earned, Extr-f,any Isastart-up

be avoided, but the employee should be made to feel com fortableﬁinaﬁla.:(;e:s Sﬁmﬂd
ischarge

of the duties.
The other important aspects to be kept in mind to keep employees’
Morale hj
gh

are as follows:
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should be clean, and all should haye
¢ service environments, the office spaces
.. o essive. There is no need to splurge,
fessional outfit should be maintained.

ditioned to encourage productivity. There

such as canteens, rest rooms, and changing areas.
dequately for their travel and for

¢ the company to pay their

278 Entrep-renemship
ffice envir onment

9. Many factory 5P

| should be service spaces
expect to be compensated a

3. Sales persons
g s while on tour. They also €Xpec

frequent meal .
communication costs, including cellphone bills.
d fix norms on maximuim allowable

4. While on outstation travel, the company shoul ' all
spending on boarding and lodging and on other expenses relating to incidental
ell laid out and are commu-

travel, communication, etc. As long as these are W
nicated to the employees, there are few chances of unnecessary disputes.

Perks

There are some non-monetary perk
Most are very easy to implement, and they
the value the employees are going to place on them.

s that can be effectively used to retain employees.
do not cost much when compared to

Giving Awards
.Wo?k-rel‘ated awards and competitions have become commonplace. Companies
institute ‘employee of the month’ award and other awards related to safety, quality,

and productivity. If done right, this can be an effective motivator.

Recreational Activities

Having a . A

with aiosle gsilf Z:: drv:;ocll-n in the office is a good idea. It needs not be a fancy place

the canteen, having a f‘E:M:':Lgtze 1:100r. It can be a simple comfortable place adjoining
oard games and a place to relax. Keeping it close to the

Annual Picnic

. -]
e in i
ItEd.
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Interaction with Employees’ Families

Apat from recognizing achlieve_ments of employees, praising and awarding their
family members for succeeding in other spheres of life can enhance the self-esteem
of the employees. For example, the daughter of an employee can be awarded in a small
ceremony (may be during the annual picnic) for securing a position in her class at

school.

Conducting Seminars and Workshops

Employees can be encouraged to attend seminars, workshops, and short-term courses.
In larger start-ups, it may be possible to organize in-house seminars and workshops.
Employees feel good about such self-development initiatives. The topics can range
from yoga to acquisition of job-related hard skills.

Providing Free Lunch

Free lunch in the office is a good way to provide a mutually beneficial incentive. This
also allows the employer to retain control over the length of the lunch break. Employees
will not have to go home or elsewhere in search of a hot meal.

Offering Discounts and Freebies

Many apparel manufacturers give discounts to their employees who buy their products.
This is also widely used in many other industries. It is very easy to implement in the
service industry. Airlines and hotels will find it relatively inexpensive to give rooms
and seats free to employees when occupancy is low. Baron Travels in Kolkata gives
free overseas package holidays to its employees. It is easy to talk to other entrepreneurs
and barter such employee benefits. For example, a restaurant can talk to a hair salon
and each can extend a 30 per cent discount on a visit for each others employees.
Sometimes, some freebies are given to firms, and these find their way to the

entrepreneur only. It is useful to dlsmb}lte such benefits, whenever possible. Free
passes to events, discounts, and promotional offers can pe passed around.

Participating in a Social Cause

es in a joint social cause can serve to improve the morale and
d factor. For example, employees of a publishing house in Mumbaj
d school, and they go regularly to read out to the students ang
events.

Involving employe
encourage a feel goo
have adopted a blin
to organize several

Flexibility

Employees can be
days. Itis good for

4 to work from home on selected days or for g few

allowe ol :
pirit of the employees high, and produc tivity

Testricte
keepmg th_e S d

is not IDSL
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Providing Bonus

Bonus can be given to some Of all employees. USUHH&’, differential bonygeg i
given out to employees. The differences are not based on performances-but on
current salaries. It might be a good idea to base the bonus on performance instead,
The bonuses can be paid at the end of the ﬁ_sca] year, but are more appreciateq jf
given during Dusshera, Diwali, or such festive occasions.

Giving Gifis

Gifts such as a watch or a household appliance on some important occasions or on
reaching a milestone can bring joy to the employees.

Other Ways to Motivate Employees

There are some other ways to keep the employee motivated that do not cost at all.

These will require the employer to have a certain mindset to carry out these initiatives
to boost employees’ satisfaction.

Communicate with Employees

Make the employees aware of what is happening in the company that may directly
or indirectly affect them. They would appreciate it if informed when a new office is

being opened or a new contract has been bagged, even if their work is not directly
affected by it.

Solicit Suggestions

A lot of good ideas can originate from employees. Often, they are closer to the
customer than the entre

preneur. Suggestions can relate to internal changes in the
workplace or about new

. . products, service packages, etc. It can be done by using?
suggestion box or having informal and formal brainstorming sessions. They ¢a%
serve the dual purpose of getting so

lutions and elevating employe&S’ morale.
Reinforce Contributions

We have already dj : f
y discussed the i . ¢ ee 0
the month, etc, Even simple VB:EPU“EHCE o isogmeaniasaudaizn IR 18

. " ees.
, al recognition can serve to motivate employ
ance appraisal is an
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: ; k. One of the best examples worldwide is the design
employees to enjoy their wor

It is based in Palo Alto, California, and is one of the leading design firms
firm, Id‘-‘!‘:'-k1 The employees come from very diverse backgrounds such as MBAs
in the wor 'd bio-chem engineers, writers, and college professors. It is a very flat
from Har:?il;_h’ very informal reporting relationships. Productivity gets rewarded,
structtll:ze are no designations to speak of. People are encouraged to express their
El:ividuality. According to Tom Kelly, one of its founders and a Professor at Stanford,

“people are encouraged to try out things and then ask for forgiveness rather than
ask for permission before starting out.”

does not mean sacrificing productivity. The attempt should be to encourage
That does

Exhibit 12.4
Great Places to Work

- Businessworldhas been carrying out a survey named

iscarried outin partnership with Grow Talent (Www,

-growtalent.com) and The Great Places
to Work Institute of the US. The same met
countries, including the US and the UK.

hodology is used in India as well as 23 other

The 2006 survey spanned over 1 00 companies, and over 1 6,000 employees were sy rveyed.

- Workplaces were ranked using qualitative and quantitative data based on the opinions of
employees,

‘Great Places to Work.’ This survey

. dtwow
Inthe survey. There were three entrepreneurial IT fi
held firm), Ajuba Solu

tions, and Tavant Tech

Great Places to Work 2006
Rank Name of the company

Risk Mgmt Solutions India

1

Ownership
MNC

2 Classic Stripes Entrepreneyr
8  Google India MNC
4 Federal Express MNGC
S Marriott International MNG
6 Mindtree Consulting Publicly hely
7 NTPC Public Sector enterprise
8 SAP Labs MNC
9 American Express MNC

10 Freescale Semiconductors India MNG

; Source: Businessworld \

\
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TRAINING ¢ may be hired who does not posses

visible quirks. There are cycles

workplace; W! lane Wing 18 part of the décor.
ai ople to adopt this model at every

hould think about implementing their own
o encourage productivity and retain happy

. uite @ few

yersio
workers.

s all the skills and

lities. It may be that he/she

i employe -

teristics needed t0 discharge his/her r€Spo ties. It m: .
;har‘sg:; ilired in spite of his/her shortcomings; keeping 10 mind his/her other
o er shortage. It also may be that an employee

i t manpow
good attributes or the curren DVEl : Lalso e
needs to pick up new skills on moving into & job with higher responsibilities.
In all such cases discussed, it becomes essential to train employees. There are
several ways to provide such training. Some are touched upon here.

Training Institutes
e a number of industrial training institutes. Many of these are run by the
vate management. These would be good places
electric repairing, machine operation, etc.
hing for accounting, bookkeeping,
eful to many

There ar
government and some are under pri

to pick up technical skills such as welding,
Some coaching institutes provide classroom coac
basic computer skills, office administration, etc., which will also be us

start-ups.

Business Schools

lgi;zis?‘?;lgjzsoﬁhofotl}s; have short-term training programmes, but these will be

business schools th;.)t ruﬁ reach of many entrepreneurial start-ups. There are somée |

subsidized by SIDBI programmes focused on SMEs. Many of these are partly _.
or other organizations. For example, SIDBI subsidizes @

three-month traini
INg programm
about ¥ 6000 for the entire Prog‘i:gmmanagers of SMEs, which costs part;icipants
.

In-house Training
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online Training
available on the Net. Many of

Nowadﬁ)’sr there are many training progran.nnes : : :
these programmes employ a variety of media to deliver %nstruct:lons and prestent
facts. Interactive exercises are included, which make learning fun and easy. Onlfne
rutorials are extensively used to teach software programs and other IT-related topics.

T R Exhibit 12.5

Why Does an Employee Leave?

nagement and is an Engineer from
king in MNCs for a few years, he decided to start his own venture
business was aimed at helping online advertisers eliminate

paigns and help them to be ‘more profitable.’
am very regularly. What hurt him most

would not be upfront and truthful about

Udayan Bose has a Master's Degree in Business Ma

IT Delhi (1994). After wor
and founded NetElixir. This
waste from their advertising cam

His venture kept losing key members of the te
was that while leaving the venture, the employees

the reasons for quitting.
that he was going to pursue a

Udayan says, “A guy who was working with us stated
course in Java in Pune, another said that because of family issues she had to relocate to

Bangalore, and the third said that he had received an un-putdownable offer as a testing

engineer. All the three were lying.”
He further states, “The interesting pointis that they did not have to lie. When a team
member leaves, understandably, | feel bad because we as a company investa lot of time,

energy, and resources on trying to get the person feel at ease with the environment and on
getting him in control. There is an unwritten contract of association that is based on trust.

The least that | expect from any team member is—he would be truthful.”

Maintaining Discipline
The first step to maintain propet discipline amongst the employees in the workplace
is to establish clear and logical rules. These rules should be clearly communicated to
the employees, and there should be a feeling of mutual trust between the employees
and the entrepreneut.

The rules governing diSleillne Wl.thm the organization should be fair, and it may
be desirable to take the emp oyees into confidence before enforcing them

Besides the rules of conduct, the prescribed punitive action should be cl : :

: the employees. Therule e S CeAtyapeciied

and communicated to P o aldb s and any punitive action thereof should
be impartially imposed. There SHOU e some flexibility to account for extenuatin g

circumstances. b T
) ve a warning syst i
It is helpful to 2 ﬁrn-l tzas: of a first s]ipipyirf tr:nas.l ntﬁlace. e frr warning can b
; mployee 1 : ¢ the errant i i ©
given to the emp y " ures can be taken. behaviour is repeated
3

appropriate punitive me

Scanned with CamScanner



284  Entrepreneurship

TERMINATION OF EMPLOYMENT
Some circumstances can make an entrepreneur to terminate the employmen; of an
employée. This can be due to a variety of reasons. Some of the usual causes gy

highlighted here.

Indiscipline
The employee may be repeatedly engaging in acts of indiscipline, which serve o
undermine the atmosphere of the workplace.

Impropriety

Impropriety can result when the employee misuses his/her authority to gain undue
advantage compromising the business of the venture. These include the cases of
stealing and selling goods, receiving kickbacks, and employing personally known
people unfairly.

Underperformance

An entrepreneur had certain expectations of the employees, and if an employee is
COIIS'lstel'ltly unable to perform at the level expected of him/her, it might be best to
let him/her go. An entrepreneurial firm can ill afford an underperformer.

Lay-off

Smgfﬁmes’ a \./enture will have to lay-off people because it is not doing well. The
tp;lrol ems are either with the entire industry or with that particular venture. Usually,
¢ 1ay-offs are effected to improve the situation and to make the venture viable.

Resignation

M
em*‘;ﬂ;:;giﬂyeesf leave .When they find more desirable employment. Sometimes, the
eave for a higher salary or becayse they find the experience of working It

astart-up tog demandin
8. Some emp] s ving
that the Organization cap make it {))i(g)yeeS N they have St0pped belie®

Dealing with the Sityat

Itis cheaper ang mor
and hire a ney one.

the employee,
Ifthe Problem js ing;

and other senior empl

and turn it around.

ion of Firing

“ztfle[;iral?le t('J retain an old employee than to fire an emplo)fee
atin mind, the injtia] effort should be focused on retaini?é

Osc;IJlinIe, th.e employee should be counselled by the entreprel.leﬂf
yees. tmlght be easy to go to the roots of the errant beha\’lo"f
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In case of underperformance, man

Y times, the mistak :

may be a problem with the targets set or ey 15take may lie elsewhere, There
It may be advisable to thoroughly Investigat
Even if the employee is rightly ident

Even though many entrepreneurs would like to give the employee the benefit of
doubt in case of fuzzy evidence, all cages of impropriety should be severely dealt
with. Cases of dishonesty are difficylt ¢

Ouncover, and those that haye been unearthed
should be handled strictly to serve as a warning.

p in perk
industry went through a bad time

while some others persuaded the e
If the problem is with that partic

An employee who is plannin
stay, but the employer has to be

s, so that no one is laid-off. When the software
in the late 90s, some firms laid-off employees,
mployees to take pay cuts to minimize job losses.
ular venture, usually, lay-offs are inevitable.

g on leaving the organization can be persuaded to

careful in how to persuade him/her. If the employee

has been enticed back with a hike in salary, it will be a signal for other employees
to try the same stunt. The employee should

be won over by correctly portraying
the future prospects of the company and how the e

mployee stands to gain
professionally in the long term by staying with the grow

ing venture.

Itis very important that the exit of the employee be very smooth. It will adversely
affect the image of the venture if the employees say bad things about the entrepreneur
and the venture. Also, given the employee protection laws of the country, it is very
easy for the disgruntled employee to create trouble

for his/her erstwhile employer.
While firing an employee the following things should be carefully done:

* An exit interview should be conducted and reasons for the termination should
be honestly discussed. It can also serve to educate

the entrepreneur about
problems to avoid in the future.

* A letter of recommendation should be promptly given to the leaving em-
e As long as alternative employment is found by the employee quickly,
p}lloyel;? ) es of any animosity are less. The letter of recommendation should
the chanc _ :
not be unnecessarily flattering.

fits and other payments due should be made
inal benell ' :
« All termi hould not be given the chance to claim that
0

employee S ture.

due from the Ve.n citing the reasons for termination should be organized. J¢
. All documenta;ll:lﬁ?f the employee agrees with the reason of termination apnq

helpful 1 2% :
Woﬂdabcfocument stating SO
signs

promptly. The
there are paymentsg
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Summary

Grabbing the attention of quality human resource
is one of the biggest challenges facing entrepreneurs
today. Hiring is not just a one-time activity, and even
the initial stage of hiring takes a substantial amount
of time. The process of hiring begins with defining
the job opening with a comprehensive description
of the job. It may be good to hire known people or
those who are referred by someone known. Often,
newspapers, websites, etc. have to be used to dis-
seminate information about jobs available.

The interview is often the first meeti ng of the emp-
ioyee with the entrepreneur, and the entrepreneur
should deal it professionally and competently with
prospective candidates.

Aninduction programme helps to orient the emp-
loyees and allows them to understand the company
andtheirnew job. Agoodinduction programme includes
signing of necessary documents, a tour around the
workplace, and a detailed introduction to job respon-
sibilities.

Salaries, perks, and other job-related benefits
are ﬂl'le chiefinstruments used to maintain employee’s
motivation. The salary is not just a simple figure
but has a number of elements. Other entitlements

or for something

Mentoring To serve g

S a trusted Counsel|
. ; oror
teacher, especially in oc

Cupational settings

relating to the job are also important o
Most of the non-monetary perks, whic
tively used to retain employees, ar
implement and do not cost much w
to the value the employees are go
them.

Sometimes, an employee May not possess g
the skills and characteristics needed to discharge
his/her responsibilities. Also, employees need to
pick up new skills on moving into a job with higher
responsibilities. In all such cases, it becomes
essential to train the employees. The training can
be carried out in business schools, specialized
training schools, or can even be done in-house.

Itis essential to establish clear and logical rules
to maintain proper discipline amongst the
employees in the workplace. These rules should
be clearly communicated to the employees.

The entrepreneur may have to terminate the
employment of employees for various reasons. It
should be carried oyt professionally, and all
documentation should be completed immediately.

An exit interview is of great importance during
termination of an employment,

e empioyee
hcan be effac.
€ very easyy,
hen comparey
Ing to place on

Salary  Afixed monetary compensation periodically
Paid to a person for regular work or services

Perk  Anincidental payment, benefit, privilege, of
advantage over ang above regular income, sala"
Orwages; also known as perquisite

Bonus - Asum of money giventoan empfo}’ee; ":
addition to regylar pay; usually, in appreciation 10
Wwork done, length of service, accumulated favour®
etc.

Exit interview

e
wh An interview with an employe

OSe employment has just been terminated
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Entrepreneurial
Marketing

e

To discuss the concepts of Segmentation, targeting, and Positioning along with |
their relevance 10 entrepreneurial marketing

To understang the process of bra

To explore pricing in entrepreneuy
tion in smal| firms

nd building in entrepreneuria| firms

rial marketing and eXxamine the distribution func-
To study non-traditional ady
Promotional campaigns

ertising in entrepreneuria| firms ang different types of j
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292  Entrepreneurship
OF ENTF\'EPRENEUFHAL FIRMS

n the differences between entrepreneurial firms and large
f these differences that marketing in emrePI‘eHeuﬁai
h compared to marketing in large firms,

CHARACTERISTICS

Fifst, let us focus o
established firms. Itis because 0
firms needs a different approac

Limited Resources
s a problem faced by most entrepreneurial firms (Weinraych

ventures to seek to leverage their resources

Lack of resources 1

al. 1991). It prompts entrepreneurial

Most ventures do it by the following ways:
- Stretching resources further than others have done in the past

Exploiting the resources to the extent other firms have been unable to realize

» Using other’s resources for one’s own purposes
- Complementing one resource with another to create greater value

« Making use of some resources to obtain others

Small Size
In addition to lack of adequate resources, smallness leads to low market shareand |
lack of marketing power. It is difficult for entrepreneurial firms to achieve economies
of scale. So, it makes even more sense to pursue mass customization and target
niche customers by offering differentiated products.

The small size of the firm also prevents it from attractin g quality human resource
Zi)ltflfxpeﬂ:nced, hf;ﬂuentia] channel partners. On the other hand, due to their proximify

e customer, flat management struc : hili aller

firms are able to implemfm% an eﬁicientt:ngsuarl:lgrt?:s riius];l ?Tgn?lfljtﬂ;?,ﬁgﬁl}

Again, due to their small size, entrepre ial fi 3 tomize
their efforts to suit the needs of,' repreneurial firms are well placed to cus

individual customers,

Not Known to the Customers

New .

trust ;e?l:u'resljr? = nknown entities to potential customers. This leads to a Jack of

- r::r a 1l;t1es and offerings (Gruber 2004). Lack of exchange relationshiP®
518 of concern even to distributors and suppliers.

___———/":
Exhibit 13.1 |
Radical Marketing

 Intheir book, Radical Marketing, Sam Hi dodl
 marketing as folows: Q: am Hill and Glenn Rifkin outline the principles of rﬂ.“"‘"f‘_
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2 The CEO must participate directly in marketing. Radical marketing cannotbe delegaté{:‘i'__
« The marketing department should be flat and small. There cannot be multiple layefs )
between the decision makers and the market.

« The customers are the ones who matter the most. Radical marketers mustinteract
directly with the customers.

Market research should be used cautiously. Only ‘grass-roots’ techniques should
be used.

Hire marketers who are passionate about the product and their job.

Customers should be respected and loved. They are not merely numbers on a spread-
sheet.

Encourage customers to think of themselves as a community and of the brand as a
unifier for that community. |

Keep thinking about the marketing mix and keep customizing it to suit requirements.

Compete with larger competitors with fresh and different marketing ideas.
» Protect and nurture the brand.

Because of being new, an entrepreneurial firm has to make special efforts to

build trust among its customers. Sometimes, in really badly served markets, a lack
of track record can be turned into an advantage.

New ventures have not had the time to establish structures and processes. This
helps in enabling a quick response to market changes.

FEATURES OF ENTREPRENEURIAL MARKETING

To overcome their problems, entrepreneurial firms need to have a very proactive appr-

oach to marketing, which is reflected by the following characteristics of the marketing:
* Proactive orientation

* Innovativeness

Focus on the customer
Utilizing an opportunity
Risk management

* Value creation

The above aspects of marketing have been identified by many management thinkers
as the defining characteristics of entrepreneurial marketing.

Proactive Orientation

Entrepreneurial firms are continually searching for new ways to achiev
advantage through changes in established methods in marke

€ Competitive
(Morris and Sexton 1996, Zahra and Garvis 2000).

ting or Production
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Innovativeness

i have the ability t0 mai

Ltain a flow of new ideas that can translate
Innovative firms .ces (Covin and Slevin 1994).

Focus on the Customer |
ed on the need for creative approaches to acquire,

urial firm is focus
il; f;ltr:lféegeevelolj customers (Slater and Narver 1995, Deshpande, Farley, and
Webst’er 1993). Paying attention to the entrepreneuna] firm
with a knowledge base of custome

the consumer equips
r's requirements.

Utilizing an Opportunity
The recognition and pursuit of
marketing. Entrepreneurship has been termed as the process of discovery,
evaluation, and exploitation of opportunities (Shane and Venkatraman 2000).
Entrepreneurial opportunities are situations in which new goods, services, raw
materials, and organizing methods can be introduced through the formation of
ew means, ends, or means—ends relationships (Casson 2003).

opportunity is a COT€ dimension of entrepreneurial

Risk Management

Entrepreneurship is associated with calculated risk taking. This implies an effort to
identify the risk factors and subsequent attempt to control or mitigate those risk
factors. Entrepreneurial marketing has an important role in managing risk in the
entrepreneurial firm (Srivastav, Shervani, and Fahey 1999).

Value Creation

Innovati G d ; =
i lf::i\;ii val-ue creatmn' 1.5 an important facet of entrepreneuria] marketing, as
on is a prerequisite for transactions and relationships (Morris et al 2002).

MARKET RESEARCH

Sma.ll ﬁrrns ar
e often ill; . .
exercise seems to be aIlll I»el::;g:’lr;g to invest in market research as a market research
. 1ve proposition. itisati i
a.nc;dan entrepreneurial venture is usul:;ll)’ ina l;;ff“’feaver, it is a time-taking process
any entrepreneurial v . e
research when there is a s;hi;;sizge i ml;ddle pettrand decifle fo ndedtak s 9
approach. The questio n to be taken. This is not ne ily the right
e Benee a.nz?lysis ;h c;fcvglstesn I‘(:;{ resort to market research can Zees iilr;zered bf’ a
ditng researeh : oI doing market ;
as well research are the di ses O
as the probable loss in sales due to d led_ll'ec:lfx%etzismn
e aylng e de '
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les § i ' by improving the

fit of market research lies in the increase in revenue :
Th:]'bet? th: decision. It is quite possible that the cost-benefit analysis ma,)'r ‘be
e earch even if stakes are high. A delay in the decision caused by waiting

inst res i : 3
?ﬂe results of the market research can give an opportunity to competitors to

capture market share at your cost. .
Market research is not to be confused with a field survey. A field survey is just
used in market research. Any reliable information that

ne of the techniques
. h. Some other sources of

improves the marketing decision is market researc
information related to the market research are discussed below.

Systematic Observation

It can comprise a variety of activities such as observing buying behaviour of
customers in shopping places or observing the actual usage of the products by
customers.

Focus Groups

These are made up of random or selected individuals who discuss a topic of interest
to the researcher.

Secondary Sources

This refers to information from published sources such as magazines, journals,
statistical outlines, archives, etc. This is the data that has been collected and is now
available to others.

Test Marketing

Releasing the product in a small part of the market targeted is a good way for
getting reliable information on customer’s reaction to the product.

Market research is not a very difficult activity, but there is a high level of
sophistication involved. The entrepreneur should be well acquainted with the basic
'.?o that he/she has an idea of what can be expected and how to achieve it. Usuall ;
it pays to get the services of professionals to conduct the market research &

Even in the case of field surveys, there are some easy ways to cut cost:‘s which

should be seriously explored by the entrepreneur and his/her re
are discussed here. searchers, These

Convenience Sampling

In this case, the field survey is restricted to the individuals you h
e.g. existing customers. ave easy access to
>
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Exhibit 13.2 N T
Sources of Market Information

Centre for Monitoring Indian Economy (CMIE)
to the Indian economy and industry.

* The Annual Marketing White Book is published by Businessworid, a lea

publishes a number of repopg relating |

ding bys;.
ness magazine, and it is a very useful book.
* Indian Council of Applied Economic Research brings out a range of Publicationg
based on consumer surveys, etc.

The Statistical Outline of India, published by Tata, is a small book that Provides data
summarized from a variety of sources. Itis a very useful ready reckoner,

The Department of Commerce, Government of India, publishes data relating to im-
ports and exports of all products and services.

The National Readership Survey and the Indian Readership Survey provide dataon
newspaper- and magazine-reading habits and also the readership base of a large
number of national and regional publications. This is a useful publication for media !
planning and advertising.

There are several websites that provide data relating to variety of topics. Some

useful ones are www.indiastat.com, www.indialaw.com, www. magindia.com, and
www.agencyfags.com. '

Snowball Sampling

Here, you ask respondents to suggest others who could also be respondents. This

can be a unique way of finding rare populations. For example, if you have come
out with a product likely to be of use to polo players,

asking a polo player can be
the best way to find other polo players,

Omnibus Sampling

Low-cost Surveyors

Many NGOs and studen bodies co
. me forward t . With propet
Supervision, they will be able tg g O St o
market-research agency.
Results from a market ¢

esearch are usefy] but
under the following circu ,

the research is most valuable
mstances:
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2: The relationship between results ang th
preneur and the researcher,

3. The results are communicated we]] Sometimes, the results can be cloaked in
jargon and the researcher can faj] ¢, convey the true significance of the results.
4. The research design and plannij

Dg is not poor. Otherwise, it can delay the
research or can result in €Ironeous conclusiops,

sented to the client.
sults from a market survey. At best,
estimate, but a number of factors ¢ :

it is a good
an result in a good estimate that is no

where near
research agencies are alsg
favourable response from

One of the Commonest reasons for entrepreneurial firms

to conduct gz market
d. There can be a lot

of methods to arrive at 5

following steps:
* Define the total market.

* Divide total demand into distinct market segments,

* Forecast drivers of demand in each segment.

* Match with own product to come up with possible sales of OWn product in thag
segment,

* Total the forecasted sales in the segments that can be profitably targeted.

* Conduct sensitivity analysis to understand assumptions.

EGMENTATlON, POSITIONING, AND TARGETING

— ividing the entire market int
Cﬂnceptually, e Pmcestsi Oft?lat cauge them to have simj]
: teristics
8roups sharing one or more charac g —
entrepreneur
nNeeds. Segmenting the market allows an ) -
mor g'ml %1 that leads to formation of more ?ccm;.ate Hllal;(enn‘g.’r Objectives, |
0 elprem?‘ =y enting allows for the customization of mar eﬁ:g Tarllllxes focuseq
r : en 0
o O e, s ntrepreneunal venture, segm g IR Yon: th J
On each segment, but for an e PEE—— and all others. With small gj,q
n your 10 : ts. Th :
Segregate the market b‘-‘:twee y to pursue multiple segments. The entrepreneunal f
and limited resources, it is not wise P on a selected segment. At most, somq other
Venture must concentrate all energi ‘1315 w-up segments.
Segments can be kept in mind as follo

O Smaller
ar product
Mer needg
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Enirepreneurshi
market. The popular bases fo;

gender, income, and ethnicity
hich seeks to group consumerg

of segmenting the
hical location, ag¢

benefit segmentation, W

ek from the product.
the basis of rnatchjng the Pl'OdU.Ct attributes to the

ortant question to be answered is: Is your
nt, better than the competition?

ortant to answer the following

There are several ways
segmentation are geograp

Entrepreneurs may also use
on the basis of benefits they se

Selection of target segment is O

benefits sought by the segments. One imp
product able to deliver the value sought by a segme

While selecting the target segment, it is also 1mp
questions that determine the attractiveness of the segment:
. Can the segment be easily identified?

. Is the segment big enough in terms of
. How easy is it to reach the segment with the positionin

with the product?

the potential revenue?
g communication and

- Exhibit 13.3
Small Brands

" In his book, Eating the Big Fish: How Challenger Brands Can Compete Against Brand
" Leaders, Adam Morgan offers eight ways for small brands to compete better
. Break with your inmediate past: Do not be afraid to challenge the convention

and view your brand differently.
« Build a ‘lighthouse identity’: Estab
« Assume thought leadership of the ¢
message.
« Create symbols of reevaluation: F

their existing attitudes.
» Focus: Know your target market and how to reach them.

Do ‘Big’: Do a few things but let them be spectacular.
: ;nt-e; the customers’ cqnsciousness: Get people talking about your brand.
e idea-centred: Remain consistent with what your brand stands for.
__..——--""""_..

lish values your brand stands for, €.g. Apple.
ategory: Be unconventional in your prand

ocus on getting people to rethink and changé

hould

huf;ﬁf:fnﬁ zilter; engessed in a statement that explains why a customer S
characterr-i)st' f th er than thatof the C?mpetitors. It refers to the unique differentai™s
concept i tll*f Stti::ht ”r (.)du.Ct as perceived by the target segment. A fundame?!
e 55 lFsor :x ar;: EJOSltlonmg should concentrate on benefits and not onl Pmduct
i ; ; ple, a squash racquet can be positioned as having a graphite sh
pagne glass shape, and composite gutting. The consumer will find it more
appealing if the same racquet can be described as a very light t with a lafg®
sweet spot and capable of generating more power than)::ofve;?izcrlllﬁ racquets:
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BRANDING

Given the lack of resources and limited marketing power of entrepreneurial firms,
branding gets neglected by many start-up firms. On the other hand, countless
business plans outline a strategy based on premium pricing. This sounds illogical.
Premium pricing cannot be crafted in a vacuum. Premium pricing is possible only
if the customer place a higher value on the product or service being sold. This, in
turn, is made possible by having superior or desirable product features and getting

the customer to identify those features as belonging to your offering. Branding
your product becomes inevitable in those circumstances.

f&t the same time, larger multinational corporations have the luxury of huge brand-
building budgets, which will not be the case with a start-up. So, one has to be very

careful on how to spend money and how to get the maximum benefit for money spent.

Major Considerations

The major areas of concern in a brand-building process are discussed here.

Strategic Brand Building

The brand is an important asset for the company and like all important assets, its
maintenance and protection should be the concern of the top management. Here
in fact, the problem is further accentuated as the brand may be a very delicate a.sset’
in most circumstances. If the entrepreneur does not take persona] interest in the
Mmanagement of the brand, it is likely that the brand is going to flounder. The brand

strategy should be made an integral part of the firm’s strategy, and there shoylq b
2 long-term strategy on how to manage and grow the brand.

Identity-building Brand Exposure

The entrepreneurial firm cannot afford to have any wasteful brand exposure, I¢ is
not always true that any exposure is good. For examPIE,dlt makes no senge if you
are planning on setting up a highﬂend._ spa for women and you end up SPonsoring
the local kabaddi tournament. Even if :attendf.l.nce_ls 3,0"‘* and your brand gets
Prominence during the event, it may not help to fbrmﬁ 12‘ a lot of customers,

The desired identity of the brand should be :hec Olil;l tﬁeobn for the start-up brang.
building programme. There should be conslfoe;lei’ o tgind[;bmldl'ng exercige
and the communication received by the cus v g brand Images cap
confuse the customer.

in the Brand-buﬂding Exercise
be heavily involved in the bran dbuildin

3 i g exerc;
Café Coffee Day and Barista, the king of custofrllsee.
r

Involving the Customer

) an
In case of services, the customEI';:l &
In the case of coffee parlours suc

Scanned with CamScanner



Entrepremufship
to the brand image. A close association wit, the
: brand loyalty that goes beyong

. : the serviceé leads to a 8 yond the
cr.eatmn or dd;;;]gﬁc;fn ﬂ:at results from mere usage. This is n?t easy to achieye,
kind of brarild ha,lve anaged ithave benefited tremendously. I.t is easier to achiey
m}fhﬂ]xfiiflblj Pc:'oducts Royal Enfield’s loyal customer base is an example thy
wl ’

, . mes to mind. . .
immediately co e boundaries of how to involve the

i tched th
larger companies have stre i
cui\tiain ingbrand bl::lilding. Recently, General Motors ran a competition where

potential customers designed ads for their latest SUV, the Tahoe. Mastercard tried

something similar for their ‘priceless’ campaign. |
Start-ups can involve their potential customers to design product configurations,

communication campaigns, or even meaningful promotions.

who isin the shop also contributes

Borrowing Practices from Across Industries

ks to build brands in the construction industry

The brand-building practice that wor
may not be wrong for ready-to-eat packaged foods. Not just for brand building but

also for other aspects of business, it is a good idea to borrow practices from across
industries and across geographies.

Pilot Testing Novel Ideas

A-radical new idea can do a world of good to your marketing effort, but in case it
fails miserably on some front, it has an enormous potential to do a lot of harm. In
i:k iag,oz hmaanuf,actugeT of packaged puja kits used a frivolous slogan —“Use **,
ke Ppy’-an it had a very unfavourable impact on potential customers:
good practice to test the acceptance of a brand-building exercise, especially

if it is radical, on a small .
) cross section of you .ot
across the spectrum of your market. your target market before trying i

Having a ‘Brand Manager’

continued support i
It needs :
accountable for the Jogs, » and in case of failure, there will not be anyon®

Monitoring Results
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he way other competing brands are

significant changes in t
there o ves brand strategy may be called for.

I
- g themselves, a shift in your own

Pgsitiorljﬂ
No Outsourcing
Many ad agencies and other experts will offer to 100.k after your br::.mdmg strategy.
Itisnota good .dea to outsource branding. First of all, it u{ﬂl create a qlstfmce between
the brand and the entrepreneurial team. Next, the outside agency 1s 11kel.y to focus
on the media, advertisements, and promotions but not on the.b{and itself. The
money for the agencies lies in placing advertisements, not in building the brand.

Challenges in Building Strong Brand

Aaker (1996) states eight reasons why companies find it difficult to build strong
brands. Though this list was made keeping in mind large companies, these reasons
told true even for small entrepreneurial ventures. This section discusses these
reasons in the context of entrepreneurial firms.

Pressure to Compete on Price

The first adjustment that tempts an entrepreneur in the face of dropping sales is a -
drop in prices. To the market, a drop in prices will signal a drop in value.

Proliferation of Competitors

The entrepreneurial venture is competing against other small firms as well as the;- lar

firms. There are going t0 I?e a'HUH-lber of new firms continually entering the market ..

It becomes difficult to maintain this distinctiveness in the face of mcreafed co Ztitoo-
mpetition.

Fragmentation of Media and Markets

The entrepreneurial venture has t-o keep a constant watch on th
cost-effective way of reaching the intended target - e best and most

Brand Relationships

brands. It pays to €O
as Coca-Cola and Ferrari have gr own largely on the g¢

Bias Towards Changing Strategy
there will be a wish to move away from exist

OWS :
As the venture grows, days, the entrepreneur would be more hands

ng str,
example, in the early ategy. For
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ible in an organization that has gt own significantly: This can adversely affect
is possl

the brand.

Bias against Innovation |

At the same time, there will be an inertia to stay with c1.1rrent processes and new
.nnovations will be ignored. For instance, @ fjlrm may fail to react to. the fact that
most of its customers are now comfortable with the Internet transactions.

Pressure to Invest Eisewhere

This is a normal situation in a cash-strapped new venture. There will always be
some other immediate expenditure that may take priority over brand-building
expenses. The entrepreneur must take time and make a judicious decision.

Sho'rt-term Pressures

Sometimes, it can get very tempting to sacrifice branding to help short-term sales
goals. In some occasions, the huge pressure on closing a sale may tempt a temporary
sacrifice of branding, but it may have long-term implications.

PRICING

Many entrepreneurs feel that pricing is an easy decision to make. For most of
them, the basis of pricing is usually costs or competitors’ price. This is a simplistic
way of' n.laking a very important decision. Even though costs play a part i
dett.anmmng prices, they should not be allowed to be the cornerstone of your pricing
policy. The significance of costs can be summarized in the following statements:

* Producer’s cost indicates a floor price.

* Customer’s cost is a sign of price sensitivity

* Competitor’s cost specifies its strength. |

Competitor’s pric indi
oy e ;:1 euerizsa.;e zn indicator of the value the customer placesona product
that enhances the value uf D]Sk to ensure a positioning in the mind of the custor®
oi the product in the entrepreneur’s mind. As long as the

product occupies a uni S g

Suatmer regsrding‘ﬁ??ﬁlﬁ? S;??}?l ng, it s possible to shape the perception o
) € pr . 1

the product using the following Stepsp. oduct. Based on this premise, you can pricé

Assess the Value

Assess what value ¢
ustomers place on th
market research techniques. © product. This can be done Rgre L %
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Classify Customers

Look for variations in the way customers give im

; ) portance to the product. Different
classes of customers will put different values

on your product offering such as:
. Hea\’y use

» Criticality of use

« Different uses

Identify a Pricing Structure

A price is not just a simple price point. There can be a lot of deviation in pricing the

base offering and the price of add-ons. Variations can be there for different
geographies, time of purchase, etc.

Consider Competitor’s Reactions

Different competitors would have varied strategies for dealing with a new entrant.

Not always will the reaction be a drop in prices. Usually, the reaction will have a lot
to do with other elements of the marketing mix.

Monitor Realized Prices

The realized prices will have a lot to do with the effort involved in maintaining a

certain brand image. For example, it may be possible to increase realized prices by
dropping prices and doing away with after-sales support.

Assess Customer’s Emotional Response to Prices

This has to do with customer’s perception of the

‘fairness’ of the price of the product.
Analyse the Worthiness of the Returns

Analyse if returns are worth it. If a mistake hag b

: een made in pricing, it should be
corrected before further damage is inflicted on

. the company. Periodical review of
pricing is a healthy practice.
The following pricing considerations muysgt be kept in mind while determinin
the price of a product offering: g

Ng returns is the entire economi
life of the product. ‘
s ; fore production co
. PnCng begﬂls be l'm'nen(:es and re-pricin .
= C
. lifecycle. P g continues for
. Different pricing strategies can be used in different segments
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Exhibit 13.4
Reacting to a Price Cut

Competitive
price cut or
low cost product

v Is there a
No |Is your position Yes YCSPOISE. |29
Is your in other »| that would
Accommodate position in srirkte e cost less
or ignore other market than the
of risk? preventable
sales?
Yes l Yes

While the muluple
responses required
to match a competitor
cost less than the
preventable sales lose?

Does the value
of the markets No
at risk justify the
cost of response?

Yes
Yes

~-

Source: George E. Cressman, Jr., and Thomas T. Nagle, ‘How to Manage an Aggressive
- Competitor,’” Business Horizons, 45 (Mar.—Apr. 2002)

—

Price Sensitivity

One of the most important aspects to be taken into account while pricing is the pricé

sensitivity of the buyer. There are some sim ] oo iof
the price sensitivity of the buyer: ple ground rules to get a rough idea

. E]r::f sensitlivity is 1e'ss if a third party bears the cost. For example, in the case of
indiv};ci?;{)if i?)islilf:ll Cl: ﬂ;ﬂ Lompany bears the cost of medical expenses, the
o puinkiller y to be bothered about the cost of a surgical procedure or
* Sensitivity is high when the cost of the item is a significant portion of the individu A’

total expenditure. On a shopping tri _
. ) : PPIng trip, there is g : o nean
ingful savings on the costlier items. greater scope for making me
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. When there is no differentiation between the products available, it becomes
easy to compare products in the category and the price sensitivity of custom-
ers increase.

. Price sensitivity is more when there is easy access to competing products. For
example, if yours is the only product in its category in a supermarket, the
customer has limited alternatives, but if there are four other competing prod-
ucts in the same shelf, the customer will be seriously looking at the price.

» Sensitivity decreases when there is a high cost of switching. For example, a
person may consider buying a DVD if his/her existing equipment is DVD
compatible. If not, even a very low priced DVD will not wean him away from
buying a VCD.

- When a long-term relationship with the seller is not important, price sensitiv-
ity is low. For example, in purchasing consumer durables, people are willing
to pay a higher price for better after sales service.

Pricing Strategies

Broadly, there are two different pricing strategies—skimming and penetration pricing.
These are followed by most entrepreneurial ventures.

Skimming

Skimming is a policy of relatively high prices where high prices are set to get very
high margins. This is really effective when demand is comparatively inelastic with
respect to prices. This may occur when consumers are ignorant of the real value of
the product. Skimming serves to segment the market according to willingness to
pay and systematic price reduction can be used to tap other segments. It is regarded
as a safer strategy as it may be easier to reduce prices than to raise them. Some of

its main advantages are that the high prices can be used to finance high initial costs
and it can serve to absorb future rise in component costs

Penetration Pricing

Penetration pricing is the strategy of setting low prices to get a 1 ket sh

at the cost of margins. The loss in revenue by low marginsg.i e arge 31&1‘ et share
by the higher sales. This strategy is highly effective under ; upposed to be offset
elasticity of demand. This is usually implemented
and there is a very low variable cost. Sometimes
not be low, but itis expected that the costs are gOi;l
cost-compression curve suggests that variable ¢
Jearning takes place i the production department

onditions of high-price
when the fixed costs are high
the current variable costs may
8 to decrease in the future. The
gsts decrease with time when
and amongst suppliers. Penetration
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pricing is also employed when there is a strong threat of potentia] comp

—— €lition, 5
higher market share serves to pI‘OVidE greater visibility early on.

Exhibit 13.5 B
Demand-generation Tasks

ifyi t sales Account
Presales Close of Posts:
gerlfeiz;(tiion Quilatlfzmg sale service  management

Internet

National
account
management

Direct sales

Telemarketing

Direct mail

CUSTOMER

Retail stores

Distributors

Marketing Channels and Methods

Dealers and
value added
resellers

Aﬂ'.rertising

E|

ty and Ursala Morgan, ‘Marketing Hybrid Marketing Systems,’ '
~Dec. 1990)

Source: Rowland T.-Moriar
_Harvard Business Repiew (Nov.

e

DISTRIBUTION |

Distributi o

manj:iﬁi refers to all the activities undertaken to transfer the product from the

vt ofin;er:n t;)d.the. consumer. The distribution channel is made up of variots
iaries : .y -

intermediaries fulfi uch as etdilers, distributors, wholesalers, and agents. The

la varie of functi AL il |
has to be decideq first and ?;rEm;itmns' The structure of the distribution ch |

. : advent of the Net, thi has become & V) |
e. Usin : Fa TN a8 e it
g the Net atural chojce if your product can be dig! e
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and distributed, for example, music, books, and software; but that does not mean
that this alternative is restricted to these categories. Michael Dell used a business
model dependant on reaching the customer directly an

d was able to grow Dell
Computers into one of the leading PC manufacturers and he is now among the
wealthiest people in the world.

Going direct to the customer is feasible in the case of many high-value items.

Consumer durables, custom-made sports gear, and real estate are some big-ticket
items routinely sold directly by the producers.

Another category that uses the direct route is services. Many service providers
are not comfortable in outsourcing the distribution because, in many cases, the

point of sale is also where the production takes place. For example, Café Coffee
Day does not franchise its operations. All outlets are company owned and company
operated. That is a very effective way of maintaining high-service standards.

Reaching the customer directly means that all the activities that were the respon-
sibility of the distribution channel are now your direct responsibility. Appropriate

mvestments have to be made to properly take care of those functions for a long
time. Sometimes, new ventures can start off with a strategy involving going direct
to the consumer and then as sales volume increase, bringing in intermediaries.

Going Directly to the Retailer: Bypass Distributor

A traditional distribution system will have super-stockists, distributors, and retailers
Many entrepreneurs find it profitable to b

ypass the distributor and go directly to
the retailer. This is a sustainable strate gy, es

pecially in the light of the current crop
of retailers coming into the market. Organj

zed retail in India is about 3 per cent of
the total retail sale, but it is over 50 per cent in Western countries such as the US,
Now, many big names such as R*f-‘liallcea_Biﬂa-, Pantaloon, and Walmart-Airtel are
competing for a share of the Indian retail market. In this scenario,

, , the power and
role of independent distributors is going to decrease.

Ordinarily, there is no major scope O.f a distributor till a certain volume s achieved.
So, an effective strategy could be to go directly to the retailer and once there is a certain
volume of sales, an independent d;stnl:'nutor can be: contaf:tec.i to take over the distribution,
Na.tura.lly it will be cheaper and easier to . dlsmbm}ors to take on a prodyct
that is cu;:rently selling in the market :2::; :rymg lo convince them to sel] 3 new
untried product totally new to the con '

Using Sales Agents

hen selling to businesses. Till v]
4 se agents W ’ Olumes p;
It is more aPPfOP’.“atfotfe?y on your own sales fmc:l- E\;en in the long terp, m?;];
e b? Cosjllfl;aroﬁmble to have a company sales force that worlg ;,, tander, ”
firms have found 1

|
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valuable because of their specialized know]eg
nis are .. Also, in the case of B2B sales, losing On:
.to the total sales. It is wiser to split the conty
customer can makebatween 4 anp osman and an outside agent. The firm j
“:ilag;’el;?:;;l:;elrosz the services of either and by having two contacts the risk of
e

losing the customer is m |
The use of agents to sell high-value it piks
prevalent. Itis common to see agents who are dealing

and costly educational products.

with sales agents. Sales age .
on certain sector Of certain reglon

inimized. .
ems in the consumer market is also very
real estate, travel packages,

Participate in Established channel Structure

Each region is likely to have many established distributors. These distributors h;iwe
been dealing with retailers for a long time and -have deve](_)pf:d a' workn?g
relationship with them. Some of these distributors will have specmhzed in certain

roduct categories, but many others would be dealing with varied products. Many
of them would have grown big and now would also be providing carry and forward
services.

Making use of their services is a tempting alternative. It would immediately
allow you to access a number of retail outlets and you would be associating with an
experienced intermediary.

There can be a number of disadvantages in tapping existing established
intermediaries. They would be willing to take on your product, but that would
cause decrease in sales of their existing brands. For example, if yougo toa distributor
of P&G and ask him/her to stock your shampoo he/she will be immediately
zzzfgrgl:fothzt tthe s;ies .(: Pantene (a P&G product) will get affected. An alternative
m——c gfmsh a : l:;r:hutor who cloes. not ?toc‘k a similar product. For example;
dealing with a new inexperienced lmailways placs vory singEme conditions ‘.Mhl ‘

ufacturer. Usually, he/she may ask for higher

margins, longer period ;
of credit ,
market-related expenses. , free samples, and for reimbursement of s0™¢

Set Up Your Own Intermediaries

A very good alternati

rmative i
and relatives. There lﬁﬁs;o set up your own intermediaries. It can even be friends
distrlbution b‘lJSiI'I.ESS‘ the € s0ome People kllDWI‘l to you WhD WlSh to get into I’.he
a}; i?an blf persuaded to Sta,rt Wlth your PIOdUCt NOW} lt
S;p;l?iiam on you, your res-);?:):sg;i ;nioumged someone to start his/her business
€aking, if anythi 1ty towards t ) sl
ything goes wrong, he/she is going ttljtlzf;ei}slonblls more. Practlcaly
e blame on you.
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Another way of doing this is if you have started by going directly to retailers, in
vime one of the retailers can be persuaded to take up the distribution function. This
will work much better than bringing in an absolute novice.

Deciding on the Distribution Channel

One of the main strategic decisions to be taken in relation to the distribution channel
is deciding on the intensity of the distribution channels. At one end, there is the
exclusive distribution option, while at the other end, there is the intensive option.
Even though there are a lot of reasons to go for an exclusive channel strategy, most

entrepreneurs do not consider that option seriously. Let us look at the distribution
options available to the entrepreneur.

Exclusive Distribution

Exclusive distribution gives the retailer an exclusive right to sell your product in a

defined area for a period of time. There are several advantages of offering an
exclusive distributorship. Some of them are given here:

+ Tt is usually easier to find a distributor by offering territorial exclusivity.

+ An exclusive dealership implies greater control over the activities of the retailer.
+ With exclusivity, it is easier to maintain higher margins for all.

« There is less competition at the point of sale.

+ The retailer will be willing to exert effort on ‘pushing’ your products to the
consumers.

There are also some of the following disadvantages that have to be considered:

» The product receives less coverage in the target markets.

+ The image of the retailer has an impact on the customer’s image of the brand.

* By being your exclusive seller in a region, some bargaining power shifts in
favour of the retailer.

. Some minimum guarantees have to be given to the retailer regarding local
advertising spend and contributing towards the establishment cost by promis-
ing minimum sales.

One hybrid method is to give territorial exclusivity to a retailer and the retailer
continues to stock competitor’s products. This is not a very good idea as it leaves
your product very vulnerable.

Intensive Distribution

. opposite extreme of e?cclusivity. Anyone who wishes to stock your prod
ouraged to do so. The objective is to reach the customer in ag meny v uct
Dossible. This strategy is best suited for many fast-moving consumer good ys as

s (FMCG)
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availables the likelihood of sales goes up,
: 4 .. wise to cover mairy retailers and

it is W1
¢ shelf life- The advantages of having

make the pro

an intensive distri

le is possible.
are as follows:

dered
e retail operations. _
sumer pull has to be generated.

. Faster sales ¢y¢
es to be consi

] over th

The disadvantag
the retailer, a conl

tribution options is selective distribution.
has exclusive rights over an area, but
A few retailers are chosen to stock the

xclusive distribution

Selective Distribution

Midway between exclusive and
In selective distribution, 1o single retailer
d indiscriminately.

retailers are not appointe
product in a given region. Some of the positive attributes of e
d an exclusive image, can be retained without

such as control over the retailer an
sacrificing too much of market coverage. Many sellers of consumer durables,
kind of distribution network.

apparel, and other relatively high-value goods use this

intensive dis

ADVERTISING
buzz marketing, and word-of-mouth marketing are

The terms viral marketing,
used interchangeably. Even though marketing literature distinguishes between these
al networks

terms, all of the fi : .
e s ::V refer to marketing techniques that use pre-existing soci
Viral marketi e .by encouraging people to talk about their brand
of communicatioILg ;ego?ﬂdemd to be more effective than other traditional modes
or an advertiseme;lt diriet;end t_o believe their social contacts rather than a message
are not getting paid or recc y f-rom th.e company as they believe that their Conta;ts
most successful vi eiving an incentive for spreadi th
5 o] iral marketing campaigns was b P ing the word. One of the
ecnil account had a message at th as by Hotmail. Every mail sent from
11 at www.hotmail 5 e bottom that said: ‘G s
e fhusl ail.com’, id: ‘Get your private, free
e argeI- com i

marketing. S panies are abandoni .
include thi ) a;lme. recent instances of ugen;?g :‘Jld media strategies to try out buzz
for the movie li?ngn;;lam‘:h Gmail Microsof;lral marketing by large companies
th a Mana Haji . s campaign f )

e reasons for the growth sz!;and for the seri.Etl.fazssz'pjfrzST'1 Dr-XbO}.( 360, campaig™

uzz marketing: isi Koi Nahin. Let us look at

Scanned with CamScanner



Entrepreneurial Mafketing 311

. Most recent studies show that word-of-mouth advertising is ten times more
offective than through other media.

« Media is getting fragmented and ad clutter is rising. Companies feel the need
to stand apart.

. Traditional forms of media are rising in cost. A 30-second slot during a cricket
match on a TV channel can cost over X 7 Jakh.

i . ;
+ Too many marketers are making conflicting claims. The common man’s trust
in ads is coming down.

+ Many new technologies provide the impetus for the acceleration of buzz mar-
keting.

Creating Buzz

Buzzis not generated automatically. There are a few simple principle.s to be g)llllowed
while attempting to create buzz around your product. These are discussed here.

Giving away Valuable Products/Services

A very effective way to get people talking about your product or serViC{? is to give
away valuable products or services. It can be your core product or service, of can
be a sample. It may also work to give away some other produczt as a free gift. In
some product categories, people have come to expect receiving it free. of cost. For
example, in video games, the strategy followed by many firms was to give a sample
that did not perform like the full version, but many customers were happy using
only the sample version. Now, the new strategy is to allow a potential customer to

download the full game but restrict access to a specified period such as two or three
hours.

Giving People a Story to Tell

People will repeat a story only if there is something special about it. They will take
the effort of repeating something only if they feel that they are passing on exciting

information and that will lead to an increase in their worth within the social group.
The stories can have themes based on any of the following:

* Taboo
* Unusual
* Outrageous
* Hilarious
* Remarkable
* Secrets
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Proper Transfer Mechanism
. in place. If you are giving away someth:
fer mechanism should be in p Mmething
fxtptrl;f izgil\?isn?not become a task in itself. The transfer of goods shoylg be 4.
s(:eamless as possible. Similarly, while passing on a message, the communicag,,
should not have to make special efforts to be able to pass on the message. USua]ly,
this means a prepackaged message, which is easy to understand.

« The entire self-replicating communication should b(? scalable. The problem
in giving away a free gift is that it is useless for viral marketing lllnless it
prompts people to talk about it favourably. The message shctuld continue be-
ing passed on and care should be taken to ensure that the chain does not come
to an end prematurely.

* The best would be to utilize existing communication networks rather than
creating new ones. For example, in spreading the Hotmail message, no addi-
tional effort was needed by the users to propagate the message from Hotmail.
The message used the existing modes of communication to spread itself.

* Take advantage of others’ resources.

In addition to the above principles, a good buzz marketing campaign should try to
do some of the following activities to make the campaign more effective:

. '.I‘}.le opinion leaders within a targeted segment should be identified, and the
initial campaign should be directed towards them.

* Rationing supply of free sam
perceived worth of the
user base of Gmail,

ples, etc. can be a good strategy to increase the
product. Google did jt successfully for growing the
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! W ' Exhibit 13.6
P The Law of the Few

In his book, Tipping Point: How Little Things Can Make a Huge Difference, Malcolm Gladwell
talks of three types of people who help spread an idea: _
", Mavens—people who are knowledgeable about big and small things ‘

« Connectors—those who know and communicate with a number of people

« Salesmen—those who are very persuas ive by nature

Myths of Viral Marketing

According to Renee Dye (2000), there are some common myths about viral
marketing that need to be dispelled:

Myth 1: Only Outrageous or Edgy Products are Buzz-worthy.

Not at all, but the product has to be unique in some respect, so that people have
some reason to talk about it. It helps if it is a highly visible product. You would
agree that it is easier to have a viral campaign for a new cap than for men’s innerwear.

Myth 2: Buzz Just Happens.
Buzz does not result from a stroke of luck. There has to be a conscious effort to
generate and nurture buzz.

Myth 3: Best Buzz-starters are Your Biggest Customers.

Not necessarily; the people who are better able to spread the word need not be the
best consumers of the product. These are two distinctly different groups of people.

Myth 4: To Profit from Buzz, Act First and Fast.

The first mover may have 2 market adva}ntage, buck i o s will
able to profit significantly from well-designed bugzy marketing, g up will also be

Myth 5: Media and Advertising are Needed to Create g7,

Media and advertising can h}f]P in buzlzz b;}t overdependence on media defeats th
very purpose of buzz. Take the EXampie & Hotmail, which did not take the he] 0‘;
any external media. P

PROMOTIONS

Promotion includes. -
includés all advertising, pu

all activities involving communicatign i o
lic relations, and promotign ) campay e iuatomer, This
&0S. In this secti
on,
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will restrict the subject to dealing with pr OmOtiOI.“_ﬂ campaigns: M
we . aiens have been scoffed at by traditional marketmg
promotional Camniesg:i med at immediate sales. For an entrepreneyy
short-term mfaesmely important. The importance of ready cagh
salgs ::;m ea}:eil and the value of cash in hand cannot be determineg
undaer

any Of thESe
’ Immedi&te
Calln()t be

ing a time value of money analysis. Sometimes, adequate cash in hand can pry,,
. us .
to bg essential to ensure the survival of the venture.
Exhibit 13.7 I

The Product Life Cycle (PLC)

Sales

Profit

Sales and profits (Rs.)

—— e ———

A

- Introduction Growth

Maturity Decline

Usually, for products that have achieved maturity in

their product lifecycle,
promotions have to be carried out to stimulate demand.

Short-term sales is not the only reason to start » Promotional campaign, there
are many other objectives too:

* Sales

Increase in distribution outlets
Increase in shelf space
Increased in-store Presence
Expand the selling season
Increase purchase frequency
* Increase usage occasiong

* Increase average transaction sige
Induce trial

Before rolling out 5 pPromotiona] campaign, its Planning is carried out in severdl
Séquential steps:
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« Plan a promotional campaign.
Establish its objectives,

Plan on strategies and tactics.
Establish criteria for success.
Create back-up plan.

Review and test.

Put controls in place.

Roll out.

-

Types of Promotional Campaigns

There are various kinds of promotional campaigns

an entrepreneur can consider.

Some of the interesting alternatives are laid out along with a brief outline of their
main features.

Contests

Contests are used to call attention to a product when there is nothing new to announce
about the product. It is important that the product should tie in with the contest. A
photography shop will gain more by having a ‘best photo’ contest than by organizing
a tug-of-war between its customers. A contest can also be a good way to build data
on customers. An instant win situation, such as a scratch card, has a

greater impact
than a long-winded contest. It is always better to have lots of prizes than to have
one big prize.

Coupons

Coupons entitle their bearers to an immedrte discount when presented to a partici-
pating business. The world over, cOupons have been seen as the greatest influencer
among all promos. P&G had a bad EXPgnenEiewafn people went to court after it
stopped issuing coupons. Coupons Can_be oY be man_uf RIS 2% the retailer or
both. A coupon can be on the productitself, or it can be off site such asin a newspaper
rebate coupon.

Discounts

imulate demand in periods of low sales, Sometimes, a firm
Discounts are given to s

. discounted sales are fpuch more than their normal sales.
might discover that its o _eased sales, butit canalso Promote new kinds of cong.
Discounting does result in 1€ fting purposes- On some occasions, a discount op]

gl

: ing for sult in postponing purchase in antici

umption such as buy and can 1€ fror S Pl .

senljes to prepone Pufcbazzsy to implement as pricexecuctions are simple
: : unt 18

a discount. A disco

to communicate.

Pation of
and easy
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Continuity

The promotio
new customer
wrappers to tr
airlines where YO
programmes can

ity depend on the fact that it costs more to get
ns based on Cﬁon n old one Popular schemes are when you collect
than to retain 2 :

run by hotels and
i Hle or loyalty programimes
ade in fcn;n E:l 1211?(2;&1; (;oin’z; based on usage or Pl-ll'Cha,se, Thei
1;:}3;?3 particular period or can continue indefinitely.

int of Purchase .
;:::tt of purchase, also known as point of sale, is .a display taCIt.;Cd::;i:e;f izo:z
.nducements are given to dealers to prominently display your g ! .b. :
1\11"1; useful if used all by itself and can yield good results if used in com n;m tlgln
with some other promotion. The display unit must be al?le to ]_f(':o;l]?ml-lnlcgj e lae
message within three seconds. There are many new attractive sel-s ipping display
units that are easy to set up.

Sampling

Sampling is a very easy way to draw in customers. Some customers will buy because
they liked the product and a few will also buy because they feel obliged to, af‘tﬂ'
having sampled the product. Sampling has been used effectively in selling 1ce
creams, cookies, perfumes, video games, and a host of other products.
There are a number of ways to do it sampling such as given here:
* Mailing the demos
Offering the sample on the pack of another product
* Distributing in a store
* Making it available on the Internet
* Trial runs
* Samples bej
Itis im[?crtan(:ltn gf‘:‘l?cerm-l o trade shows, clubs, and promotional events
0 * . -
A, ollow up after giving a sample. The sample can be admimstered
Y properly trained employees and not ¢ 2 f the
sampling scheme has to be monit eémporary hires. The effectiveness ©
ttored before spending more money on it.

Organizing Events

contest during the India—Aus

tralia cricket series,

' .;. m"':._ I
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Placing products in stalls near or at the venue can be a good way of associating.
Sometimes, licencing opportunities are not as expensive as they seem.

Free Gift

Retailers in India hold that nothing motivates a shopper more than a free gift.
There are a number of opportunities to add a free gift as given here:

» Packed along with the product
* As the container itself

* Charging a small cost for it

* Free gift can be given with a long-term commitment (subscription)

Some of the most memorable campaigns of iconic brands such as Binaca
Toothpaste, Uncle Chipps, GoldSpot, etc., have been built around free gifts.

Trade Promotions

Trade promotions are targeted at distributors and retailers and are done with the
objective of getting new distributors, exploit seasonality, or secure their services
for regionally focused marketing activities. Good performance by dealers is also

rewarded by bonuses.

Partnership with Other Manufacturers

Many promotions can be carried out in partnership with other small manufacturers.
Some products such as a fruit juice and a pizza lend themselves very well to joint
promotions. Such joint promotional activities can be beneficial if carried out ferihis

right spirit.

Marketing in a small, new venture is very different
Compared to how itis done in a larger firm. Very often,
asmall firm might fail due to marketing mistakes.
Limited resources, small size, and newness are
the main obstacles in marketing for a small firm. The
main characteristics of entrepreneurial marketing
include being innovative, proactive, and focused on
the opportunity and the customer. This orientation
helps overcome some of the problems associated
With entrepreneurial marketing.

The benefit of market research lies in the increase
in revenue by improving the quality of the decision.

Market research need notbe restricted to fig|q Surveys;
there are other ways of gathering usefy| information.
Usually, entrepreneurial firms neeg to conduct a-
market survey to forecast market gem and.
Segmenting the market allows the entreprene
todelingconsimsrnesdsmong Precisely ang thutr
leads to formation of more accurate it a
objectives. The entrepreneyrig Yonture Ing
concentrate all energies on g selected e Must
Having superior or desirabe ' dment,
not enough. To get the custom Catures js
features as belonging to your offe Ntify thoge

Sbranding,

DI'OdUCt
ertoide
NG neeq
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Without the luxury of a big branding budget, small
firms have to carefully spend money to craft a
consistent brand image.

The value the customer places on your product
has to be the basis of pricing and not just costs or
competitors’ price. The price sensitivity of the buyer
also has to be taken into account while pricing. Broadly,
the two pricing strategies followed are skimming

(high prices) and penetration (low prices) pricing.
The distribution channel is made up of various
kinds of intermediaries such as retailers, distributors,
wholesalers, and agents. The entrepreneur has to
decide ifthe current distribution system in the industry
suits the venture or whether a new model has to
be adopted. The entrepreneurial firm may seek to
do away with several layers of distribution in an
attempt to preserve market control or margins. The
intensity of the channel can vary from intensive to
exclusive or selective depending on the start-up’s
objectives and the positioning of its products.

Market research (MR) The gathering and
studying of data relating to consumer behaviour,
purchasing power, etc.

Focus group A group of random or selected

individuals who discuss a topic of interest to the
researcher

Secondary sources The published sources such
as maga_zmes, joumnals, statistical outlines, archives
etc., which are used for acquiring information ’
Sampling The act of

selecting a sub
Population for purposes ’ Selala

of conducting research

Segmentation The
market into Smaller

The terms viral marketing, buzz Marketing ,
word-of-mouth marketing are used interchan ge’ab?d
and these refer to marketing techniques Which US);’
pre-existing social networks to build brang aWarenggg
by encouraging people to talk about thej, brang
Viral marketing is found to be more effective than'
other traditional modes of communication. Buzzis
not generated automatically. There are some basic
principles to be followed in generating interest aroung
your product that leads to buzz.

In order to gain short-term sales goals, itis better
to use well thought-out sales promotions rather than
to resort to arbitrary price cuts or aggressive push
selling. Short-term sales is not the only reasonto
start a promotional campaign, there are many other
objectives too. There are various kinds of promotional
campaigns such as contests, sampling, discounts,
etc. Many promotions can be carried outin partnership
with other small manufacturers.

ey Terms and Concepts

Targeting Selecting a particular segment to
concentrate marketing and sales efforts
Positioning A statement that explains why a

customer should buy your product rather thanthat
of the competitors

Branding  The application of marketing technigues
to a specific product or product line to increasé
the product's perceived value to the customer
Niche market A narrowly defined group of potentel
Customers whose needs are not addressed by th
mainstream sellers

Price sensitivity The change in demand bY
Customers in response to a change in price t
Skimming A policy of relatively high prices @
are setto get very high margins

Distribution Al the activities undertaken ©

¢
transfer the product from the manufacturer
COnsumer
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Entrepreneurial Marketing 319

Viralmarketing Using the marketing techniques  about their brand (The terms viral marketing, buzz
that involve pre-existing social networks to build marketing, and word-of-mouth marketing are used
brand awareness by encouraging people to talk  interchangeably.)
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- WORKING CAPITAL
- MANAGEMENT

ntroduction

o The manager.nent of working capital is an integral part of overall corporate management. In
Jfilmpe t'erms, working caprtfll is the amount of funds which a small-scale industry must have to
nance its day-to-day operations. It may also be regarded as that portion of an industry’s total capital

| vhich is employed in short-term operations. Included in these operations are such items as stocks

of : " _

pmfcae‘is?datftenals_ and supplies needed for manufacture, stocks of finished goods awaiting sale, semi-

e 1u€m§ or components that will soon merge as final products, sundry debtors representing
§ collections against credit sales and short-term investments. 5

DEﬁnition

In si : .
ave to fingie'ttsems’ working capital is the amount of funds which a small-scale enterprise must
it rosyjtg ; }t;iay~to—c'la5:; operations. It is a short-term finance. An effective utilisation of working
pity| Ssmchm:i the maxnm:satlo.n of productivity and profits. A proper management of working
eSeryeg 5_95 the cash receipts and cash outlay, and a unit may function with minimum cash
The Acc i T | :
i, Nas deﬁnzzr:f}‘;‘?kjpﬂnmp‘les Board of the American Institute of Certified Public Accountants,
®Present by the e Ng capital as follows: “Working capital, sometimes called networking capital,
b Orcll of toty] enterprz{s(;eisa;ft ;Urrsnthassets over current liabilities and identifies the relatively liquid
 Ordin, X Ital which constitutes a margin of i iqati ithi
ary OPerating cycle of fhe bUSimons” rgin of buffer for maturing obligations within |

Obje
lectiveg of Working Capital

An ¢ . _
a Ssentijal s , !
umciis:?nsistent asselzt)rec'ondmon for successful financial management is the establishment of sound
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scale Industry

xed capital. Such ratios will ensure 3
d proﬁtability of the enterprise, A
ts and cash outlay, and a unjt

302 @ Management of a Small-

i ' king and fi

Vi intain a correct ratio between worl af

- Bk o flow of funds and enhance the efficiency and
t of working capital synchronises the cash recelp
cash reserves. -

g Capital are:
and profits i
t ratio between Wor

n a smooth and rapid flow

proper managemen
ction with minimum

ves of Workin

ment wants maxim
jving to m

n the employment of capital,

The Objecti
king capital and fixed

(1) The manage
This is possible by str

um productivity
aintain a correc

hat is, to maintai

capital. -
(2) The management has another objective and t ‘ ' and r
of funds in order to enhance the efficiency of working capital or profitability of the
enterprise. o
(3) If cash receipts and cash outlay synchronise, there is no need to maintain 2 cash rfaser_ue_
[n business, it would be a miracle to have such perfect coincidence and coordination
between receipts and payments. Hence, an enterprise must have a sufficient cash reserve
to meet all normal as well as abnormal cash needs.
Credit Requirements of Small-scaie Industries
|
- ]
Fixed Capital Working or Short-term
I Capital Capital
— I | ]
Preliminary Purchase of Establishment | | Fixed Working
Expenses Fixed Assets Expenses Capital
%_ : I=— I T
d i : = ]
L;Sild?nngd Machinery| [Raw Material| | Inventories | [ Goods in Process Others

Fig. 21.1: Credit Requirements of Small-scale Industries

COMPOSITION OF WORKING CAPITAL
o and understanding of it, a closer look at the composition of

For a proper appreciatio
e following are the constituent parts of working capital:

working capital is necessary. Th

Current Assets

Inventories

Raw materials,
.components, efc.
Work-in-progress
Finished goods

Others
Loans and advances and other debtor balances

Sundry debtors or trade debtors
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Working Capital Management o 303

Others, including prepayments

Govemment securities, semi-government securities

not applicable in the case of a small.
[ndustrial securities and others

Investments }
scale industry

Cash and Bank balances
Fixed deposits with banks

Other bank balances - ( not applicable in ‘case of smaller of

Cashi in heind ' the small-scale industries |
Advance of income-tax (net of tax provisions)

Current Liabilities

This includes borrowings for banks other
mortgages.

Other borrowings such as public deposits, loans, etc., other than those against own debentures
and other mortgages at deferred payment liabilities (not applicable in the case of a large number of
small-scale industries).' They also include trade dues and other current liabilities, sundry creditors or
trade creditors. Others include advances received, provisions, taxation (net of advance of income
tax) and other current provisions.

The purpose of working capital is to achieve cash realisation, which is precisely explained
below:

than those against own debentures and other

Cash and Bank

---------------------------------------------------------------------------------------------------------------------

..............................................................................................................................

.......................................................

-----------------------------------------------------------------------------

...................................................................................................................................
......................................................................................................................
...................................................................................................................

--------------------------------------------------------------------------------------------------------------

) [ ————
LT P, ,",........4---....-................u-o"........--....,.......-.---"---
T TP T

, The concept of working capital is broadly understood in ‘gross’ and ‘net’ concept. The financial
S the ¢ ross’ Concept. The * OSS'P working capital’ is represented by the sum total of all the current
?SSEE of the Enterpris:g whi]eg I;he networking capital (which is also known as the accounting condciit)
e difference b tw’ t assets and the current liabilities. In §hort. the gross an e
Orking Capit, le . t‘:Oth Curtr?:;o distinct and important facets of working capital management.
al concepts presen

Nm“’""l'ltillg Capital

It re tal current
Presents the excess of tota t has a
CUnrent ratig, This indicates that current asse

< current liabilities.

ets over total current liabilities, and is measured by
ass n edge over current liabilities, viz., current
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Unit has the current ratio ©

w ratio indicates insolvency-

1o )
Networkingd Capital = Current assets.

receivables
Minus (-)

(accoun

Gross Working Capital
It is equal to the total sum of curren

capital. _
The concept of gross capital is a fin

concept. The distinction between gross an

f a large ratio 2:1 whic

Current liabilities
= (cash + marketable + acc

ts + notes and bills + expense

t assets and may represent bot

ancial co
d networking capital is sum

Table 21.1

nagement of @ Small-scale Industry

h indicates greater solvency, while a very

ounts + bills + inventories securities)
s + temporary loans payable)
h owned capital and loan

ncept, while that of net capital is an accounting
marised in Table 21.01.

Net vs. Gross Working Capital

Net Working Capital

Gross Working Capital

Net Working Capital
= Current Assets minus

Current Liabilities
Increase in bank loans cannot increase net

working capital, retained profit, sale of fixed
assets will increases networking capital.
Net concept suitable for sole trader and
partnership, where ownership, management

and control are united.

Net concept gives qualitative information

about the company finances indicating its
net liquidity. Long usage sanctions this concept.

It is a concept very popular in accountancy

system.
It can point out the true financial position of
a company even though both have the

identical total capital :
B Ltd.

A Ltd.
| X E§
Share Capital 20L 20L
Reserves 20L 20L
Loans 10L 10L
50L 50L
Net Working Capital = 30L 10L

A Ltd. is better than B Ltd., as it has larger
networking capital.

Gross Working Capital
= Total Current Assets only

Every increase in borrowing will increase the gross
working capital. Under net concept, no change.
in working capital '
Gross concept is suitable for companies where

we have separation of ownership from
management. Managers are uninterested in the
ownership of current or fixed assets.

Gross concept gives only quantitative information
about the company finances — total circulating
assets. d

it is a concept very popular in financial
management circles.

It cannot reveal the true financial position of a

company.

A Lid. B Ltd.
4 £d
Share capital 20L 20L
Reserves 20L 20L
Loans 10L 10L
50L 50L _
Net Working Capital = 3oL © 10L
50L

Gross Working Capital = 50L
Both have identical gross working capital. . __,J
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Working Capital Management ® 305

e The Paradigm Shift in Working Capital R T Y
o= The Old The New
Bank Finance ® Maximum Permissible Bank ® Current-ratio Financing :
Finance ® Cash-flow Financing. Flexible Noims
® Rigid Receivables Norms ® Increasing Loan Component
® Loan and Cash Credit @ - Variable Prime Lending Rates -
- Component ® Short-term Foreign Current Loans
® Fixed Prime Lending Rates ' : '
Non-bank Finance ® Trade Credit ® Trade Credit
(short-term) -®  Bill Discounting ® Bill Discounting _
® Inter-corporate Deposits ~ ® Inter-corporate Deposits -
®  Public Deposits ® Public Deposits
® Commercial Paper ® Commercial Paper
® Euro-commercial Paper -
® Factoring
Non-bank Finance ® Non-convertible Debentures ® Non-convertible Debentures
(long-term) ® Equity ® Equity _
® Floating Rate Notes
® Note Issuance Facility
® Revolving Underwriting Facility
L ®  Dutch Auction Notes

Total Working Capital

Total working capital has two components — physical

. working capital (defined above) and
financial working capital. Financial

working capital includes cash in hand and at bank and net
amount recejvable (i.e., difference of amount receivable and payable) at the end of the accounting
Year. However, fixed deposits, for more than one year are not to be included in cash in hand and

at bank. Long/medium-term borrowings taken for purchase of fixed assets are not to be included in
the amount payable. ’ £

Productive Capital

Productive capital is the sum of fixed capital and total working capital.
Objectives of Working Capital

an An-essential Precondition for a successful ﬁnanCiE"ll managemnent is the es;tablisftzsmi: (;l; l;?:t:ind
. consistent asset management policies, covering fixed as well as current assets. effective
utilisati : . : imisation of productivity and profits. Profitability and
lon of working capital results in the maximisation e Jin g s ST
solvency are the twin objectives of working capital manage_ment. ar:lal Sese can be 0 ved by
Ving to maintain a correct ratio between working a}'ld fixed Capltf, 'b.ll.mh ;a:'ho- w;t PRSI o
“Mooth and rapid flow of funds and enhance the efficiency and _Prtg ltadl ity l-? ﬂe en ergnse. A
Hopet management of working capital synchronises the cash receipts an Shsh, LAY, antl.a i}
rﬂa = N ok : e. i .
Y fu;}c]:tlon with a mlnlm;fr: c:lzs?n;iz:: depends on the avai_lablllty ;f adequattefe wfi\rll;:ng capital,
Which en:ui\;{;cf‘r?: ?Dfu?c::sae of raw materials at competitive prices and payment for labour,
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306 ® Management of a Small-scale Industry

The -;l:me SPantS of gross working capital and networking capital point to two distinct but
e two concepr ~mely, short-term and long-term financial operations respectively, The

interwoven sets of actl;flatissefls invgives short-term financial consideration, w.hereas t-he management

management of cu.r;tl?n - an extended time span, i€ long-term financial considerations.

of networking capital cove h one of the commercial banks (State

' i i hould approac
btain working capital, entrepreneurs should ‘
Bank c;[;olr?di: Igr any o? its subsidiaries, other nationalised banks, private sector banks, etc.)

Banks provide credit facilities to meet working capital requirements to facilitate production as

per the manufacturing needs of the industrial unit, =
Broadly speaking, working capital facilities could be classified as:

) Lock and key pledge of stocks;

(f:,)} Factory/munsél:? type/hypothecation advances (pending statement on stocks held by the
unit to be intimated to the bank);
(iii) Advances against stock-in-process;
(iv) Advances against bills (when finishe
(v) Clean advances (contingent needs); and
(vi) Packing credit to exporters to execute export orders. :
As already stated earlier, banks provide both term-loan and working capital together in composite

loans and also give small loans. Some entrepreneurs also depend on friends, relatives and other
sources for their increasing requirements of working capital.

In order to get a loan from a commercial bank, the entrepreneur has to fill in an application

form as per the specimen provided by the financial institutions, including banks and submit it to the

bank along with the following documents:
(i) Authentic copies of Balance Sheets and Profit and Loss Accounts (if the industrial concern

is a limited company or an industrial cooperative society);
(i) A statement of assets and liabilities in the prescribed form in the case of partnership and

proprietary concerns; -
(iii) Proforma statements in all other cases;
(iv) Copies of the affidavit in regard to the size of the unit; and

(v) Technical feasibility report from the Small Industries Service Insti ]
' it | n
Industries, if obtained, may also be enclosed. stitute, the Director of

_ Tho: total cost of the SSI project is cdmputed as under:
Q) The cost of fixed assets proposed to be acquired; .
{f:j ;?t?I byork:ng capital requ!rements (for the first year of production); and
eliminary and preoperative expenses. Provision should be made for escalation of costs.

Th i
e following are the sources for meeting the above cost of the project:

(i) Your own capi
pital, seed capi i
(i) Corporations: pital assistance from State Government/Development
ii)  Loans/deposits fro ;
m your f;
three years; your friends a

(iii) Medium-term |
, Um- oans (for fixed as th ks
(iv) Working capital loan from the basstj from the banksfterm-lending insttutions;

(v). Credit on
: purchases:
(vi) IDBI bill discoy -l

d goods are supplied on credit);

nd relatives, which can be held for long periods, say,
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ﬁun are common in most SSI units. Carefyl planning must be done o
ove

ov
the bank can process the working capital loan Pragmatically. €rcome them so that
e .
the Working Capital Cycle

The operating cycle begins with the arrival of the stock, and ends when the cash is recejveq_
The cash cycle begins when cash is paid for materials, an

d ends when cash is collected from
receivables. :
It has been rightly stressed that small-scale enterprises will have to learn to manage with a
petitive. Efficient workin i

g capital are supported by a mix of spontaneous current liabilities
(trade credit and provisions for taxation), short-term financing (bank finance and short-term marketable

securities), and long-term financing (long-term debt and equity). Since trade credit and accruals for
fax payments are determined by exogenous factors, the crucial as

pect for any working capital
financing strategy is determining the

pProportion of current assets that is to be funded by short-term
sources of finance.
- Raw Materials
Purchased "
Order Stock Finished
Placed Arrives Goods Sold

Cash Received

. Account
Work-in-process Receivable
Inventory Period Period
b > |- - ) 2
< 4 Time —_——
D il TS — >
Accounts
Payable
Invoice e I R e
Received Materials
e e e e e e e e e e e >
Operating Cycle S R B >
Cash Cycle

Adequacy of Working Capital
Working capital should be adequate for the following reasons:

(i) It protects a business from the adverse effects of shrinkage in the valyes

of current assets,
(ii) It is possible to pay all the current obligations promptly and to take advantage of cash
discounts. :
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308. 0 Management of a ,qul!-scale,{ndustry
L (i) Tt ensures to a greater extent the maintenance of a.company's credit standing ang oy
| for such emergencies as strikes, floods, fires, ofthye oy o N4 Provides
(iv) 1t I:Termits the carrying o.f inventories at a leuel( that would gnéb_le a-bIUSiI'léSS to sefv
satistactory the needs of its customers. : SR L R
(v) It enables a company to extend favourable credit terms to customers,
(vi) 1t enables a company to operate its business more efficiently becauge there is no dela
~in'obtaining materials; etc., because of credit difficulties, : - Ry
(vii) 1t enables a business to withstand periods of depression smoothly,
(viii) There may be operating losses or decreased retained earnings,

(ix) There may be excessive non-operating of extraordinary losses. -
“(x) “The mariagemenf may fail-to obtain funds from other sources for purposes of expansion
- There may be an unwise dividend policy, ' ' ' 1

“(xii) -Current funds may be invested in non-current as's'ets.

The management may fail to accumulate funds necessary for meeting debentures oy,
maturity. s e e e o - Lo ;o (%
“There may be increasing price necessitating bigger investmerits in inventories and fixeq
assets, « - . Yo e i ' : : ; : e
;. When-working capital is inade

e to take advantage of profitable business opportunities.
(u)  The modernisation of equipment and even routine repairs and maintenance facilities may
be difficult to administer. ~
(vi) A company will riot be able to pay its divide
(vii) A company cannot afford to increase its cas

nds because of the non-
credit sales only.

availability of funds.
h sales and may have to

restrict its activities to

An Aggressive Working Capital Strategy

On the other hand, a conservative working capital strategy carries high levels of current assets
in relation to sales, Surplus current assets enab
plans, and p

le the enterprise to absorb variations in sales, production
rocure ; :
working capital m

tion in the equity markets, and we are in ﬂ:ie

markets. Yet, as bank finance was simply the be-all'and el::‘zs

all of working capital, finance short-term financing strategies remained static. No longer the for
unleashed by incremental reforms o

interlocking money markets. For the

B . : the
ver the past six years, are freeing the price of capltlil, a::pi
entrepreneur, the long-awaited big bang in the working .
market may finally be here. ' : - :
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- Working ctlpitd; Management @ 309 -
FACTORS DETERMINING THE AMOUNT OF WORK

. The working capital requirements of small-scale industries va -from ‘one unit-to*ar :
from one type of unit to another type.-Small-scale  units, which arersl)ocated in r::;;;?p?:;?;z 223
-1 engaged In- processing works, need a larger amount of working capital ' than other units, The
other important factors that determines the amount of working capital are: o

(i) Size of the Small-scale Unit: The amount of working capital depends

the volume of business. The bigger the size of a unit, the larger the amount of the
and vice versa.

(i) Process of Production: Simple short-
amount of working capital and vice versa * ; .

(iii) Proportion of Raw_ Materials to Total Cost: The price of raw materials and the
quantity required determine the amount of working capital.

(iv) Terms of Purchase and Sales: The amount of workin
use of credit and vice versa.

NG 'CAPITAL

directly upon
working capital

period processes of production require a smaller

g capital varies directly with the

. (v) '-I'u_rnover of Inventories: If inventories are large and their mmpﬁer is slow, a small-scale
industry will rieed a bigger amount of working capital. If they are small and their turnover

e _ is quick,
the unit wil' - uire a smaller amount of working capital. .
~ The Strategy
Core working Copee o8 financed by long-term sources of capital. Seasonal
vanations are met through short-term borrowings. | . A The Advantages
e e A :
A 4 M Lower the cost of
o e N financing

\ \

1 Y

\ Short-term ™ Minimisas investment

\ . Financingd_ % in netwroking capital . | -
- I -
Lg AL i : Necessitates frequent
) ; A _ _financing
Long-term ' e | Increases risk as the
Financing ; firm is vulnerable to
N P : - ; sudden shock
3 l ) - | . Thedisadvantages
.o * 5 ;P i
————— Secular Growth in Core Working Capital
- e o Seasonal Variation

and therefore require a larger amount of working CaPitzfl' 2 & e, .
~ (vid) Ca;i? 'Requirem'ents: The amount of working capital required. varies directly with the
cash requirement of a unit. ;

(Ui) Ilﬁportance of Labtliu,r:-' Small-scale and cottage industries are labQ'-ll'“in_t?nSiVe. units
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310 ® Management of a Small-scale Industry

al small-scale industries require a large amount of working
' \

le of operations is higher.

riations: Season
d banking connection, it may have

(viii) Seasonal Va ot lhe 62
: : ason in whic .
cinial Cuiting L & ilities: If a small-scale unit has a goo

(ix) Banking Fac . o
inim i lar working capital over current lia0ill ies.
g & e aries directly in proportion to the growth and expansion /

(x) The requirement of working capital v

of a small-scale unit.

Inventories

Operations

1. Material
2. Labour
3. Overhead Expenses

Fig. 20.2: Flow of Gross Working Capital

Scientific Approach to Working Capital

A scientific approach to working capital involves a study of the factors which affect the need
for working capital — the terms offered by suppliers, the terms offered to customers, the average
period of lead time for various inventory items, the seasonal fluctuations in sales, the production
cycle, the level of stock and other influencing factors. These factors may be used to relate the balance
sheet items to sales volumes. The relationship vield measures which may serve among other things,
as tools for the prediction of future working capital needs.

Fora scientific study of the working capital problem, a mathematical model may be developed
to state th_e !mportant quantitative relationships among different variables. In order to construct such
a model, it is necessary to make an objective study of the situation. In the case of working capital,
the relevant factors which should be studied are the relationships that exist between the amounts 0
current assets and current liabilities, and the volume of sales. -

" In iﬁye{oplr}g the model, the first step is to analyse the relevant factors of a company’s
situation. This involves an examination of the records, a stud tion
ol o e y of actual procedures and consulta

. The suggested method of forecasting working capital need is an improvement on the methods
which are cunent[gf employed by companies. The use of the model would result in a more accurate
forecast, allow for improvement through observation and experience, and act as a usaful tool for the

assessment of the size of the working capital.

.
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The use of the working capital model is al:')propr.iate ft?r many types of business. In companies
:-h manufacture different types of products involving different materials or different processes,
whic ub-models may be constructed, and these may be combined in the final analysis, Where
seifc«'-ll:::nz are changing rapidly, the effects of the changes can be estimated objectively.
co :

As long as the general pattern of the production and financial process does not change
substantially, the model will hold good. When any change occurs, a restudy of the pertinent items
would be sufficient.

In most cases, this type of working capital model can be developed easily. It would enable
managers to forecast the level for each working capital item and ensure that the necessary resources
are available. In addition, the model could establish working capital standards. A comparison of the
actuals with the standards would provide a measure of the efficiency of financial management.

It is evident that if the advance signals thrown up by cash planning are constructively acted
upon, most of the problems of cash surpluses and deficits would be resolved by suitable and
marginal readjustments in internal operations, without affecting the short-run profit goals.

Term-loans to Small-scale Industries

For several reasons, the somewhat comprehensive criteria which are applied to term-loan
applications from medium and large-scale industries cannot be used in respect of term-loan proposals
from small-scale industries. These industries find it difficult to secure adequate finance from institutional
sources even for their working capital requirements because of their own inherent limitations on the
one hand and the generally high standards applied by the lending institutions to borrowers on the
f)ther. Organised credit institutions have generally been wary of lending to these industries because,
In their eyes, they are generally not of much risk. By and large small units have a low capital to
mn}ﬂver ratio, as a result of which the available block capital security is inadequate in relation to
a given leve| of production; their markets are somewhat narrow, the prospects for business frequently
uncertain, and their rate of mortality rather high. Banks, therefore, find it difficult to assess their

Crfd?huorthliness. In these circumstances, these industries deserve special treatment, because of their
relatively high employment potential.

Difficulties in Procuring Institutional Finance: Small-scale industries are generally not
regarded as suffj

lenders, T Ciently creditworthy because they are not able to satisfy the criteria laid down by
agencyrof £ grant c,'f medium and long-term loans involves not c_mly an assessment by the lending
obsery the creditworthiness of the borrowers and the security offered by them, but also an
cone ance of rules and regulations governing such advances. The financial position of a borrowing

% on M should be fairly sound and should show profit, or should have the prospect of improving
in m;mng Capelxcity, if financial assistance is granted; the equipment and' technical processes employed
sty dPrOductlon of goods and services should be efficient; the unit concerned should have an
Ccm;: Market or shoyld produce items which are required by a big industry; and the bo L':?wfng

: M should pe owned by men of integrity and business standing. An assessment of the risk factor

advarci :
difficzﬁ?ecsmg tﬂl small industries naturally poses a problem for the le nder. Some of the more important
are listed beloyy:
; . i ithb
() Some rigidity in the approach on the part of lendlr"l_g institutions in dealing with borrowers
. and the absence of a close association ‘{Jlth ﬂqeni‘:';d for the borrowers;
(ii) The complicated nature of the information requ o g 5w, IO O
(iii)  Strict requirements of security and a rigid prescrip

(iv) Delay involved in the sanction of loans.
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to the needs of small-scale industries
a small area. These banks are oftep
. are able to develop informa]
In view of their contact with customers, loca|
d expeditiously dispose of the applications for loans,

ed; and unless bigger banks take a promotional view
all industries, the latter would be

312 ® Manageme

hich normally respond to some extent
f activity is res

he branch agen

The institutions W
are the 'smaller ‘banks, whose field o
ranaged-by local men who unlike t
relationships with the small’ industrialists.
banks. are able to adopt a flexible attitude an

However, the resources of these banks are limit

in the initial stages and extend the much-needed assistance to s | :
om institutional lenders, the disadvantages of which need no elaboration here,

forced to borrow fr
As a consequence, heir standard of operations, which alone can help them
to develop and become part, the small industrialists should appreciate the fact
that banks have to operate on business principles and cannot lower their lending standards to.any
appreciable extent in order to meet their financial needs. They should, therefore, make earnest
efforts to meet the requirements of lending institutions. |
It is-usual for some credit institutions to require an applicant for finance
estionnaire. In this connection, it is suggested that, in the first instance,
be obtained as would enable the lending institutions to judge whether
_ he project for which finance is required is prime facie feasible. In other
words, the information called for should be comprehensive enough, without being too detailed, to
assist lending institutions to judge whether a proposal should be accepted for further detailed
examination. In the preparation of the application form, the fact that most of the small industrialists
do not have audited or published accounts, has been taken into account, and this would explain why
Section B of the form dealing with the financial position of the borrower is somewhat more detailed.
If, on an examination of this application, it is found that there is a prima facie case for the acceptance
of the proposal, additional information in greater detail may be obtained either by a supplemental
questionnaire or by the interview method, which may be suitably adopted by the investigator, having
regard to the circumstances in each individual case. The intention for an experienced official should

be to gather supplemental information or help the applicant in filling up the form.

Audited Accounts: As many industrial units are either proprietary of partnershi
it is usually difficult to obtain financial statements from them in an acceptable form. In such cases
some latitude may be shown to deserving units. For example, when a concern is ul;xable to furniSh’
audited account for the last few years, the latest account should be audited and presented to the

lending institution.
Personal Inspection: Before a loan appraisal is completed, it is desirable that an experieﬂced
y be

omfgzzrotz;ft;l;e f:ganc:rllg: institution 5}.10L11d inspect the concern so that a proper evaluation ma
g sa% ngo&?gnlgftt};]e El:vegcli:.amnlg. E}mgll industrialists do not often know how to present theif
e eh ending 1nst{tutlon. It will therefore be useful if the latter, having rega
S e c case, provides the requisite guidance to the unit. So;netimes slig
project, if agreed to by one unit, may make the application for a loan acce;Jtab ¥

they would fail to raise t
creditworthy. On their

~ Application Forms:
to fill in a very elaborate qu
only such information may
a unit is creditworthy and t

p concerns,

. .
uggestion of Improving Facilities for Institutional Finance

If institutional credit is t :
o play a vital role i i

measures will have to be taken in catering to the requirem f industries:
: to overcome the difficulti : ents of these indus
responsive cooperation b e difficulties point ' .
and other maﬁz‘:san:c:szzmeen :29 lenders and the borrowers. Tl:t:e n:tcflrgli:f hcel're' o ‘Cauiﬁiffsr ?
i ———— ry on the part of the lending instituti adjustment in 2ttt

er is indicated below. utions on the one hand and boﬂowlﬂg |
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X Lending Institutions

Some suggestions, which may be useful for lending institutions
scale industries, are given below: |

(1) Lenders should take into account not only the value of the security offered but also the
character and technical ability of the borrower, the prospects for the industry, the nature
and quality of goods produced, etc.;

catering to the needs of small-

(2) The acceptance of only a few commodities as security and that, too, on a pledge basis,

makes it difficult for industries to become eligible for advances from lending institutions.
Wherever possible, factory type advances may be given;

. (3) Small and medium-sized banks which, individually, cannot afford to maintain a technical
staff (engineers, business technicians, etc.), may join together and set-up a common
advisory board for the purpose. One of the solutions is to utilise the services of the State
Department of Industries and the Small Industries Service Institutes which, under instructions
from the Government of India, offer assistance to credit institutions in the matter of
technical appraisal of projects;

(4) Lending institutions may maintain personal contacts with borrowing units through periodical

visits, etc., and _
(5) In order to solve the problem of the paucity of technical data required for an appraisal

of the creditworthiness of an industrial unit, it would be advisable to make use of the
available official data on small-scale industries.

Some of the sources that may be tapped for this purpose are:

(a)

Data released by the Development Commissioner and the Ministry of Commerce
and Industry.

(b) Reports on studies conducted by the Small Industries Service Institutes, and

(c) Industry reports prepared by the Economic Inveshigation Division of the Central

Small Industries Organisation.

" The division also offers investment guidance and advice on the prospects for various industries
oreo

i hver, it has taken up the preparation of Industry Prospect Sheets on a large number of industries,
IC

are miniature analysis of planning reports, and contain information on the technical feasibility
Industry, its competitiveness and the size of this investment,

As _ its supply-demand position, etc.

ﬂ'nese sheets generally become outdated with the lapse of time, they have to be used with due

waution, available from all these sources may be supplemented by the data furnished by the borrowers.
(6) The interest charg

es should gf reasonable and the period of repayments should be
determined with reference to the eaming capacity of a unit. The

claimed after a year or tWhO to enf’:!blefthe borrowe
his repaying capacity. The margin of security should be liberal; .
cent and 50 per cent, consistent with the safety of the —

{7) To enable financial oo O anelr lending criteia, the Government of India

bt Inizoclyess rtlh‘:n(f;ea:.rail themselves ofetrl_r:: ,gﬁapf ra:ed e Ruserve Bank of ndia,

' wk;ic}'}ﬁza:::ii;ﬁm amount of loss recoverable der iy cilities to cover a part of their
risk.

. 'Ole under the sch i ich i
betaptial in relation 0 the 2¢ o 8 Sall unit. Such guaranteed loang bt o
e s'c:;s'is. "2 'e eligible for the refinance facilities offereq by, 11, Refin

of an

first instalment may be

Oans, if given on a term
ance Corporation.
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ther's resources and share the
; ) s ma supplement one ano . es ar e tisks
(8) The d}ffe:ef ag;:t]i{f:lf;atingyin the loans of other agencies. Parpcmahm on the part of
collectively g pks -nd State Financial Corporations and of bigger and smaller bans
commercial ban loans can also be covered under the Credit Guarantee

rticipation i
fl. Sugh PR d that one of the participant institution is an eligibje

above, provide
i akes to assume the fisk of loss of loans to the extent of at least 25

would be use
Scheme referre
institution and unde
per cent.

9) Lending institutio :
S legal, with 2 view to enabling the

ns should be practical and flexible in their attitude rather than strictly
borrowing units to overcome any temporary difficulties,
While resorting to legal action or recourse to security shoul_d not be dle;ilayedbome it
becomes clear that the loan cannot be recovered, suc.h a drastic step shou f“}t e taken
immediately on a default in payment of interest or mstalrr?ent occurs. _Not in reguenﬂy,
defaults occur due {0 circumstances beyond the borrower's control. Timely advice and
gquidance and even the provision of additional financial assistance where so warranted,
would enable him to tide over the crisis. Only when other avenues have been explored
without result, or the borrower is considered to be recalcitrant or dishonest, should the

lending institution force a closure.

B. Small-scale Industries

There are joint directions in which small-scale industries may impro
etc., and make their proposals acceptable to lending institutions. These are:

all industries to furnish financial and other dataina
is available on the

ve their method of operation,

(i) 1t may not be usually possible for sm
thorough and detailed manner. In such cases, as much information as

following aspects of the concern may be given to lending institutions:
__ Details of the nature of the industry and its products;
— Data regarding performance, estimated cost of production and selling price;
—_ Estimates regarding market prospects, capital invested, proportion of borrowed capital;
and
— Purpose of the loan, result expected from the investment, etc.
(i) Concerns should, in their own interest and in order to facilitate the assessment of loan
proposals by lending institutions, try to maintain audited accounts;

(i) The units must be able to produce acceptable evidence for verification of the value of
assets offered as security;

(iv) Loans sanctioned should not be used for purposes other than those for which they have
been advanced; and

(v) Inhcases where the prospects of an industrial concern depend on a single individual, and
1:; fzre :‘13 lgzn is given on ]?ersonal security or guarantee, the lender’s interest may be
= sgu Te [ y insuring the life of such an individual during the loan period. Policies may

pecifically devised for the purpose at special rate, somewhat on the lines of fire

insurance. The premiums may be b T
partly by the borrowers. - y be borne by the lending institutions or partly by them a7

Conclusion

The workin i i i
e et ig Zaﬁgzhngsnﬂgemem is an integral part of the overall management of small-scale
r greater coordination between of small-scale industries and financi

. _‘A
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this direction, the Small Industries Development Bank of India (SIDBI) is
strong support to small-scale industries.
safeguard their interests with adequate security.
ot, as far as possible, be denied the assistance
ut the result of difficulties in other
hose factors which would render
needs non-financial

institutions- Towards
shaped to provide a

It is essential that financial institutions should

At the same time, small industrial concerns should n
" they deserve or need. Lack of finance is often not the cause b
areas. In such cases, what is needed is measures to set right t
financial assistance fruitful. It is common knowledge that small-scale sector

assistance, marketing assistance, technical guidance and training in management, efc. In order to
ablished special institutions like the Small Industrial Service

assist it, the government has already est
Corporation and industrial estates with necessary facilities.

Institutes, the National Small Industries
It has also arranged training programmes for small entrepreneurs; but the scope of operations of
these need to be expanded. Above all, there is need for greater coordination at all levels between

the financial and non-financial institutions and agencies engaged in the promotion of small-scale

industries.

In the present Indian context, the socio-economic obligations of a banker include identification
of project ideas, formulation of projects, location of managerial talent and provision of technical and
managerial guidance to new ventures with a view to broad-basing entrepreneurial talent and assistin
in the creation of more employment opportunities in the country. The banker who controls d'%
s a ‘supply leader’ as opposed to his erstwhile role of a ‘demand follower’. He i I s
wholesale’ banker sitting in an ivory tower. His new role as an agent of eco St st 'a
to assist in the development growth of economic activities. vene g

Planning and control of working capital centres round c: '
: = ; cash planni ich i 1
:ash. policies and procedures and the control over cash and crzdit- Elgs:thh tl_ncludes g e
ensntfue component of working capital. The working capital has, therefore. to tl;; ot course the very
especially by the small-scale industries, because over or undercirculation ma’y cre:t ma}}atgfd pr%perly,
e volatile problems.

¥ e H¢
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CoNCESSIONS AND RELIEFS BY

THE CENTRAL (FOVERNMENT

Introduction

A number of concessions, reliefs and incentives are offered by the Central Qovemment in
India to the small-scale industries because they fulfil two important objectives of econor.mc development.
Firstly, they facilitate the decentralisation of economic power by_ encouraging prospechye enﬁeprengurs
10 take up industrial ventures and assist in the dispersal of industries over the entire geographical
area of the country. Secondly, they facilitate the transformation of a tradit
Is characterised by low skill, low productivity aru-:l low wa
characterised by improved skills, high productivity,
Incentives and subsidies serve as a catalyst to start
influence the location of enterprises and contribute

ional technology, which
ges, into a modern technology, which is
rising wages and a higher standard of living.
a dynamic process of development. They also
to regional distribution and development.

ation Team, which visited India in 1953-5
o mengvzgsnf:t;ltnsf modern small-scale_ industries. Based on
the government provided a broad base of infrastructural and ins

4, suggested a positive programme
the recommendation of this team,

titutional set-up for the accelerated
growth of small-scale industries.
In the present chapter, an attempt has been made to indicate the concessions, reliefs and the
incentives which are available from the Central Government. .
Incentives

uraging action. It is a motivational fo i
. iue' means enco . rce which
N The temL ﬁncﬁgﬂ;}?ﬂecisi on and act upon it. Broadly, incentives include conc malkes an
entrepreneur take a

1 : : ; essio Tt
d . ic incentives — both financial and non-financial — Push an entre NS, subsidjes
and bounties. Econom

Preneuyy ¢,
i Wards
decisive decision and action. _ o
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550 ® Management of a Small-scale Industry

Incentives .

i nties
Concessions ~ Bount

|
.

Subsidies

Fig. 37.1: Pattern of Incentives

‘Subsidy’ denotes a single lump sum which is given by a government to an entrepreneyy ¢,
cover the cost. The term ‘bounty’ denotes a bonus or financial aid which is given to industry to help
it to compete with other units in the country or ina foreign market. The objective of incentives is to
motivate an entrepreneur to set UP @ new venture in the larger interest of the nation and the society,

Controversies on .thé'._.Effic'acy--of Inéent:ives and Subsidies

, that incentive schemes would ultimately deteriorate

» would only cause other states to reciprocate with the result that industry

locations would be affected by those lures and would cause the financial position of the exchequer
seriously impaired. While this argument may be

with us for more than three decades. As
significance of the impact of i i

i : ind, to our surprise, the fast-growing
literature on the reappraisal of the ‘legiti : i

schemes.
' ENTREPRENEURIAL
| SPIRIT

INCENTIVES MoTivaTiONAL | STIMULANT NEW
FORCE VENTURES

MODERNISATION

DIVERSIFICATION

EFFICIENT

Fig. 37.2- Incentiy
'Need for Incentiveg

been, however, the
backward districts is the
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ENTREPRENEY
DEVELOPMENT 1P

REGIONAL DEVELOpMeNT

PROVIDE
COMPETITIVE
STRENGTH

MOTIVATE
PEOPLE FOR
NEW VENTURES

GIVE STIMULUS
TO INDUSTRY AND
BUSINESS

Fig. 37.3: Objectives of Incentives

- . h. survival and growth: Some of i
ide competitive strength, e conce :
with 3. tap i t of industries while others a;r[ew ear‘;‘g? [:Vlth the survival ang
ith the establishmen ined to the firs y the establishment of the growth of

i - i re confi iod. Instances ; uni ;
industries. Several incentives 2 ong period. Ins may be cited of unit while
ailable over 2 long P the reservation Policy

a few of them are made av i
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552 ® Management of a Small-scale Industry

ompete in the market to which entry
scale unit is already established and is brought under the
incentive to support its competitive strength. For a
ter the industry itself. A price preference improves

for small-scale industry due to which a small firm can hope to €

by larger units is barred. If a small

reservations policy later, it will be a case of

newcomer, the reservation is an incentive to en

its competitive strength.

The Assistance Programme
Some of the important measures

industrial sector are: ‘
(i) Technical assistance through industrial extensi

(ii) Assistance for obtaining raw materials;
(iii) Cash assistance;
(iv) Supply of machinery on hire-purc
(v) Marketing assistance;
(vi) Assistance to small entrepreneurs;

(vii) Rural Industries Projects;

(viii) Seed capital assistance;

- (ix) Concessional finance assistance;

(x) Technology assistance;
(xi) Pollution control. '

of assistance NoOwW available for the entrepreneurs in the

on service;

hase basis;

Incentives

|

Financial | Subsidy Tax

| 1
Transport | | Interest | | Others

| | |
Interest Free Income| | Sales Excise
Loans Tax

Technical

| ]
Machinery || Consultancy Cash |||Others

Fig. 37.4: Typess of Incentives
e country as a whole and to remove disparities in

levels of deyelopment between different regions, the Central Government is operating three major
schemes, viz., central investment subsidy scheme, transport subsidy scheme and central assistance
scheme for infrastructural development in no-industry districts.

Advantages of Incentives and Subsidies
(a) They act as a motivational force which makes the prospective entrepre-
neurs to enter into manufacturing line.
(b) They encourage the entrepreneurs to start industries in backward areas.
(c) By providing subsidies and incentives the government can -

(i) Bring industrial development uniformly in all regions. _
(ii) Develop more new entrepreneurs which leads to entrepreneurial development.

(iii) increase the ability of entrepreneurs to face competition successfully.
(iv) Reduce the overall problems-of small-scale entrepreneurs.

In order to promote industrialisation of th
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_ lems of Incentives and Subsidies
3 _
pr Empirical studies reveal that the incentives and subsidies are being highly misused. .

@ [ncentives and subsidies turned out to be grounds for dishonesty.

: They have given scope for favouritism and rampant corruption.

o They have become the seeds of unethical business practices.

o Resulted in financial drain on the exchequer.

e The real objective of providing incentives, subsidies and assistance is hardly achieved.

Incentives Strategy

Varies from 50% to 100% of cost

1. Subsidy for purchase of know-how ke |
Free with stipend for SC/ST and women

2. Entrepreneur training -
entrepreneurs

3. Developed Land - At subsidised cost, on hire-purchase/
outright purchase basis

4. Factory shed — In industrial estates subject to availability

5. Machinery — On hire-purchase/lease
6. Seed capital loan - — To start industries
(Margin Money Loan)

1. Central Investment Subsidy — At the rate of 25% varies from ¥ 10
lakh to ¥ 50 lakh '

8. State Investment Subsidy — 10% to 15%

9. Tax Exemption -—  Excise and sales-tax exemption from stamp duty
and concessional registration changes

10. Establishment Grant — In some cases

Etflmp Duty — Exempted

Thus, a creative and shrewd entrepreneur can set-up a small-scale industry and/or industries

Without putting a single pie of his own and even capital out of jt. So
: : : . Some succ
Ul their oun industrial empire, acquired status and power. essful entrepreneurs have

Central Investment Subsidy Scheme

duced in 1971, and has been mqo

difi i i Ll
industries In'centrallinofii ed from time-to-time. The scheme is for

s in ed backward areas. For setting up j ies i
Category o 4 ?ﬁ:&ﬁ s}zk;s;;itsti’ rllsg a:}::)gzgtrat tlhe Tate of 25% subject to a mgax&i?:-nu;tfn;?g
e 5 et Dl fg:ﬁ Cstlndust‘ry’ in hilly districts). It s 15% and 109
subject to a maximum = ts in Category ‘B’ and 'C(’:;ﬂl Nt il G disticts areas. Enreprey :
districts areas are eligible for 20% aide DIESUE'?
. L S0

This was intro ;
encouraging setting UP ©

leus plant
Who set up P T maximum of % 20 lakh and 2 15 jakh respectively. Since t

: m
subsidy, subject ?D December 1989, a total sum of ¥ 855 46 crore has been rej

Scheme a“i uizs excluding
Union Territore= ™

Scanned with CamScanner



i i ation
Schemes of Incentives and Subsidies in Oper

Subsidies in Operation ™

Incentives in Operation

| ()  Export/Import subsidies and l_)ounties,
i) Interest free loans, . idy for R&D works,
(gij Exemption from property tax, {t) Sub?ldy- tment subsid
i) 1 ' tives to NRls (iii) ~ Capital investmen Y,
iii ncentivi , ) beidi
(iv) Special incentives to women (iv)  Transport su- Y
trepreneurs (v)  Interest subsidy,
en ’ 7 .
(v} Exemption from income-tax, (vi) SUbSIId? for PQV:’QT generatlogf,.
(vi) Interest-free sales tax loans, (vi)  Subsidies Fo artl_sans and traditiona]
(vii)  Sales tax exemptions, ' industries mclud.mg handloo.ms,
(viii)  Land and building at (viii) Subsidy for buying test equipment,
concessional rates, (ix)  Subsidy for industrial housing,
(ix)  Price preference to SSI Units, (x)  Subsidy/assistance for technical

(x)  Exemption from stamp duty,
(xi)  Provision of seed capital,
(xii)  Allotment of developed/
constructed sheds,

(xiii)  Allotment of controlled o
subsidised ray, materials (xiv) Subsidy for quality standards,

(xiv) Concessional water

(xv)  Special facilities for import of
raw materjals

(xvi) Taxation benefits

(xvii)  Excise concessions

—

consultancy,

(xi) Subsidising the cost of market studies/
feasibility studies Or reports,

(xii) Subsidised consultancy services,

(xiii) Subsidy for market studies,

Transport Subsidy Scheme

The scheme was introduced in 1971 and

: IS applicable to hilly, re t ' i -
ﬁ' covgrs_ the entire Noyip, tern Region including Sikkim, Jammlf & Kty Sy et
ill districts of Uttar Pradesh, Lakshadweep and An

; P
loca : - onic ‘omponents/products o
lowed at the rate of 759, {;:il vfjche Industria] ynjtg In North Eastern Region

€ versa, Since the inception of the Schemeé
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Concessions and Reliefs by the Centrq] Government o 555

{and up to December 1989, a sum of ¥ 45.8( crore (X 7.58 crore dyyi

| 2197 been reimbursed. The Scheme is in Operation up to 31st March, 1990

has
| }eﬂr) i
wgtral Assistance for Infrastructuraj Development in No-j
;Sf;:.icts under th_e Old Scheme >dustry

To assist the State Governments in taking up infrastructura development in one or two
gentfed growth centres in each No-industry District, the Central Government gives financial assistance

Pattern [
¥ 2 crore as subsidy from the Central Government.

% 2 crore as share of the State Government. ¥ 2 crore as loan from IDBI on concessional
*fems.

Pattern I
¥ 2 crore as subsidy from the Central Government.
% 4 crore as share of the State Government.

5 crore as loan from IDBI on concessional terms after the shares of State and Centre are
spent. ;

! For States in the North Eastern Region, the Scheme has been further liberalised. In a total
project of ¥ 4 crore, the Central Government’s shares would be 50%, i.e., T 2 crore per district and
' the State Governments have the option to fund the balance of Z 2 crore either from their own funds
or by raising a loan from IDBI Construction of sheds, subject to a ceiling of 25% of the total cost,
| hes been allowed in the case of North Eastern Region only.

So far 51 growth centres in 44 districts of the States of Rajasthan, Odisha, Uttar Pradesh,
ataka, Madhya Pradesh, Bihar, Maharashtra, West Bengal, Tripura, Nagaland, Arunachal Pradesh
d Mizoram have been approved by the government for developnient. of infrastructural facilities.
- Sum of ¥ 15.42 crore has been released for creating infrastructural facilities in the States of
! Rajasthan, Odisha, Uttar Pradesh, Karnataka,. Madhya Pradesh, Maharashtra, Mizoram, Bihar and

! West Bengal till December 1988.

[
|

New Scheme for Growth Centres

' The government has announced on June 3, 1988, the decision to set up IQO growth centres
| lhrOUQhout the country over the next five years or so. These growth centres, which woul? a_c]:_tﬁas
Magnets for attracting industries to backward areas, would be endowed with infrastructural aci L oe;
0 ' best available in the country, particularly in respect of power, water, telecommunica :
| ﬁr':dpf w]lfh meEa?;i growth centre would be provided with funds of the order of T 25-30 crore in
anking.

;' order to create infrastructural facilities of a high order, - .
it has been decided to take up 61 growth centres, allocated to various
ase,

In the first ph

- States/l Inian Territories as indicated below: -,
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States No. of Growth Centres \
—

- 1. Andhra Pradesh 4
A Assam 2
3. Bihar 5
4, Gujarat 2
o Harvana 2

= Jammu & Kashmir 2
7. Karnataka 3
8. Kerala 2
0. Madhya Pradesh o
10. Maharashtra 4
11. Odisha 3
12. Punjab 2
1a. Rajasthan q
14. Tamil Nadu 3
15. Uttar Pradesh 6
16. West Bengal 3
17 Arunachal Pradesh 1
18. Goa 1
19. Himachal Pradesh 1
20. Manipur 1
21, Meghalaya 1
22, Mizoram 1
23. Nagaland 1
24, Pondicherry 1
25. Tripura 1

Total

(=)
[y

—

The States/Union Territories have been asked to identify double the number of growth centres
allocated to them but the final selection of these will be done by the Central Government. The St

Governments are also free to include any of the growth centres already approved under the erstwhie
scheme for developing such centres in the ‘No Industry Districts’.

T_he growth centres shall not be located within 50 kms of the boundary of 7 cities with "
population of above 25 lakh, 30 kms from the boundary of 2 cities with a population of above

15 lakh but below 25 lakh and 15 kms f it 1 ion of 7.5 1K
but below 15 lakh. ms from the boundary of 12 cities with a popula

Thf-! growth centres shall be located close to District/Subdivisional/ Block/T aluk/Headquar™®
or developing urban centres.

. - nn‘ﬁ
g The broad financing pattern for development of infrastructure in the selected growth ¢¢
will be as follows:
1. Central Government (Equity) ¥ 10 crore
2. State Government (Equity) T 5 crore :
3. All India Financial Institutions ;
(including ¥ 2 crore as equity) T 4 crore f
o~
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Nationalised Banks

4 T 1 crore

T 20 crore

: Market borrowings ¥ 10 crore
Total T 30 crore v

The growth centres selected under this scheme will be included in Category ‘B’ (unless it is

1y included in Category ‘A’) of the list of Backward Areas and will be entitled to all incentives

‘E:ﬂable from time-to-time for Category ‘B’ areas. The State Governments have been requested to

1 e suitable provisions in their States/Union Territories Plan for 1989-90 for the development of
Eaese growth centres.

rechnology Policy

Over the years, a diversified and sophisticated industrial base has been built-up in the country
Jong with technological skills and capabilities. The requirements of the industrial field are now vastly
ifferent from those in the early stages of industrialisation. The government’s basic policy towards
mport of technology is aimed at reducing unnecessary dependence on external resources and
whieving self-reliance through optimum utilisation of indigenous resources. It is, however, recognised
by the government that it is equally necessary to update production technology continuously.to keep
pce with the rapid technological advances taking place in the developed countries. The import of
echnology s, - therefore, selective, and is ordinarily permitted in high technology areas, in
eport-oriented or import substitution manufacture or for enabling indigenous industry to upgrade
Isexisting technology to attain efficiency and competitive strength. Government has also laid emphasis

o the need to ensure sufficient absorption and adaptation of the imported technology through
adequate investment in research, engineering and development.

The objectives of the technology policy as embodied in the Statement issued in January 1983,
are the development of indigenous technology and efficient absorption and adaptation of imported
tchnology appropriate to national priorities and resources. It has been recognised that in-house

esearch and Development units in industry provide a desirable and essential interface between
dfiorts within national laboratories as well as production in industry. Encouragement is, accordingly,
den to individual units for setting up in-house R&D units with a view to absorbing, assimilating and
¥apting imported technology as well as development of advanced technology.

Fﬁreign ' Investment

o Which would help mcrehaj:l;hgs fﬁ:tn;? § eXport potential, Foreign investment is regarded as a
¥ehicle for transfer grie aid-up equity Can?fa?ed by the country. The normal ceiling for foreign
nvestment is 40% Of th:dpin priority industﬁes ifotfhthe company, but a higher percentage of foreign
®quity may be t:m'u;u:lere}mD rt-oriented. For wholl e technology is sophisticated and closely held or
e venture is 1arg‘eff foreign share capital shcu%:iet:( Port-oriented units even 100% foreign equity
| tan be considered- T fy and equipment or re © contributed by way of cash and not by way

e e Munerat;
B angly of ”c’:?g:é'; ent of india, in 1980, yelay, tion for know-how and technical assistance,
owever, the

- (OED) countries. Accgyg; 1€ policy in respect of tors f: t i
Exporting Deuelopl?ngg 'iinked with technology teizsggg; ;nvesment up tl; 40% llr:;fze resq:?t:-l ol;e:'u?t:f‘
Ventures Wiﬂ?out bt?ies second exception ta the QEnearr;]be Made by investors from OED countries

Indian origin ns even

i |ndustria!poncy is investment by non-residents of
t 1o ‘o er of techng)
0 certain

u ;
nits under certain schemes and subject

ditic ©9V along with the investment.

AT .
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4 Nationalised Banks
¥ 1 crore
5. Market borrowings T 20 crore
T 10 crore
Total
o T 30 crore

The growth centres selected under this scheme will be included in C

. . - _ ategory ‘B’ (unless it i
Jready mclude-:?l in Catfagory A') of the list of Backward Areas and will be entitled to all incentit.x;:
available. from time.—t_o—tlm_e for .Category ‘B’ areas. The State Governments have been requested to
nake suitable provisions in their States/Union Territories Plan for 1989-90 for the development of

hese growth centres.
'rechnology Policy

Over the years, a diversified and sophisticated industrial base has been built-up in the country

' dong with technological skills and capabilities. The requirements of the industrial field are now vastly

ifferent from those in the early stages of industrialisation. The government’s basic policy towards
ternal resources and

mport of technology is aimed at reducing unnecessary dependence on ex
' xhieving self-reliance through optimum utilisation of indigenous resources. It is, however, recognised
continuously_to keep

| bythe government that it is equally necessary to update production technology
nace with the rapid technological advances taking place in the developed countries. The import of
ve, and is ordinarily permitted in high technology areas, in

kchnology is, - therefore, selecti
aport-oriented or import substitution manufacture or for enabling indigenous industry to upgrade
is existing technology to attain efficiency and competitive strength. Government has also laid emphasis
o the need to ensure sufficient absorption and adaptation of the imported technology through
adequate investment in research, engineering and development.

The objectives of the technology policy as embodied in the Statement issued in January 1983,
are the development of indigenous technology and efficient absorption and adaptation of imported

lechnology appropriate to national priorities and resources. It has been recognised that in-house
Research and Development units in industry provide a desirable and essential mtgrface bet_ween
tlorts within national laboratories as w industry. Encouragement is, accordingly,

ell as production in :  accol
Uven to individual units for setting up in-house R&D units with a view to absorbing, assimilating and
Hapting imported technology as well as develop

ment of advanced technology.

s designed to channelise such
critical production gaps exist,
T which would help increase the country’s export potential. Foreign investment l‘si'reg?rdefd :;.s :
'L:ide for transfer of technology that is needed by the country. The‘normai cel lth ‘z:} fgrljeign
E1.ue-sh‘m=.~n'[ is 40% of the paid-up equity capital of the company,'but a hlg:her gerciln etagse[ . % r
% may be considered in priority industries if the technology 15 sophisticate . SS"' CfO e'yn iy
" venture s largely export-oriented. For wholly exporf-ﬂr}enmd units EVG? h-’o gfml)gt bquay
considered. The foreign share capital should be contributed by way od Ctasha'na[ e
Supply of machinery and equipment or remuneration for know-how and technic oy i Oii
“ever, the Government of India, in 1980, relaxed the policy in respect of investors from v
ye[?t‘;fﬁng Developing (OED) countries. Accordingfl% inuebsmnﬁggleugyt?njegirﬁréﬁ S?Elgtséointries
Uiy o TeS wj o i : transfer can be ;

i without being linked with technology nace o T ikt of
if i tment by non-residen
i i o g e 5720 P00 S s i

b .. OGin who are allowed to invest In Indian In P etmank

N conditions even if there is no transfer of technology along wi

3F°r°ign Investment
and i

sl Lbas
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be made either in the form of anpy, e

know-how can ends on the nat valy

Payment for techHOI?fgdiTg of both. The rate Of\{}%i?gybgf}? i e i ‘i;i;’lg[ecm%;’j
iy E'!tn tdosoa5% for a period of 5 yearS-B% of the net ex-factory value of paymenls
and is normally limited ayment is restricted to decided that while the o Prod“ttion
are involved, the méx:jmu;n 18 years. It has recently ?992 these norms can be relangtmg No
calculated for a period O auments shoutd continue, the relaxed so
regarding rloyalty a;;c; ;E}E;r‘:;“ssmy payments does not come in the way of obtaining SODhisticatEE
existing ceiling on

and closely held technologies.

i ce

Technical Assistan _ _ _
industrial extension service, which is the most impclrta}?:lilct:rielgotr?c?mpizogramme for g,
development of small in , n order to upgrade the skills of workers, increage e

ices to small-scale industries i er to :
;?333523&3 Saenr;uss;ges reduce the cost of production, improve the quality of the goods Dr OdUCed!

iti iti [l units.
hen competitive position of the sma ' |
and Str,re:gtindustrial extension service is provided through the SSIs and Industrial Extensiop Cente

located in different parts of the country. The SSls are State-level ?g:e?jlzsir‘:;?iltilk;ere?det;coordinatgd
industrial extension services, while the Extensio'r‘l (;entres_are n::;nla trf e S In the senge that
their activities are limited to one or more specific industries anc r(-asd_lf:-c!f-’i lD a  smaller area Tp,
Extension Centres, like the Small Industries Service Institutes, assist individua entrepreneurs. to solve
common technical problems, suggest improved designs a-nd more up to date te.chmqu@s o |
manufacture, train workers in improved techniques of production, management, marketing, etc., and
serve as common service facilities centres. These services are now offered by 16 small industries
services institutes, 5 branch institutes and 64 extension centres dispersed all over the country,
Broadly speaking, the industrial extension service provides technical assistance, econom
service, and management consultancy services. The technical assistance includes:
(a) Advice on improved technical process and the use of modern machines and equipment
(b) Preparation of drawings and machines and machine parts, equipment, dies, tools and
fixtures; |
(c) Demonstration of the use of modern technical processes through workshops and mobike |
workshops mounted on trucks;
(d) Research on proper use of equipment and improved designs of machinery;
(e) Training classes in various technical trades like foundry, heat treatment, machine shop
and blueprint reading for the benefit of small industrialists and artisans;
(f) Assistance in the development of ancillary units;
(g) Information which is made available to small industries on all technical matters.

Technical assistance is rendered in coordination with economic services and managemt_!fﬁ
consultancy services, and the whole programme has been widened to embrace all the small i
The quality of this programme, too, has been over the years.

" Solvzighglqal i-:ldwce is renderegi' In various forms and includes: (i) on-the-spot advice in thei:ititﬂ'
robl “hslical proble'ms’ and (i) advice at Small Industries Service Institute’s office on tec
problems, including advice on when, how and where to start small industries.

Obtaining Raw Materials

(?) raga":i:grti:lisalTWUired by small-scale units may be broadly classified as follows:
., rals, components ang :
(i) Non-ferrous metals; nd spare parts:

(i) Iron and steel,
(iv) Chemical rau materials

- indigenous and imported.
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liberalised scheme, the actual users are provided with adequate foreign exchange

fiable requirements,of imported items of industrial materials. The “priority” industries
ply to the extent of their requirements by way of grant of rotational

es.
The small-scale units should apply directly to the Regional Licensing Authority concerned, and
rough the sponsoring authority, for import licences for raw materials, components, and spares after
ilising their previous set of licences to the extent of 90 per cent by way of opening letters of credit
or 60 Per cent by way of actual imports, covering six months requirements of the unit.

~ The State Director of Industries allocates indigenous non-ferrous materials. Some of these
on-ferrous items are canalised through the State Trading Corporation of India (STC), which offers
raw materials to SSI units on the recommendation of the concerned Director of Industries.

mpOftEd
: n and steel raw materials are canalised through the MMTC on the recommendation of the

Iro
pirector of Industries.
In times of difficulti

Under the
eir justi

et th
me d of an adequate sup

to 15
re assure

ﬁcenC

es, the decontrolled chemical raw materials are canalised through DGTD

» recommendation of State Director of Industries, while indigenous controlled chemicals are
through the State DIs/Sls. Imported raw materials are canalised through the STC.

hort, controlled and imported raw materials have to be obtained through the State Director

Commissioner, Small-scale Industries, New Delhi.

on th
allocated

Ins
of Industries or the Development

Machinery on Hire-purchases
of the International Planning Team, 1953-54, was that deficiencies
duction and management, which

in small industries arose from the then prevailing methods of pro
ts. The reluctance of small-scale units to instal modern
f investible funds or

fell short of the minimum efficiency requiremen
and up to date machinery and equipment stemmed largely from the paucity o

fixed assets. It was against this background that the scheme for the supply of machinery on
hire-purchase basis was formulated.

The National Small Industries Corporation has been rendering assistance to small-scale units
by supplying machinery to them. Since its inception, the Corporation has supplied 57,946 machines
on hire-purchase basis — 16,485 imported, 41,461 indigenous of the total value of X 290.35 crore
and has thus generated gainful employment for about 7.48 lakh workers and made possible an
aggregate output worth T 1,450 crore per annum. At the State level, the Small Industries Corporations
provide indigenous machinery on deferred credit basis. The Chief Controller of Imports and Exports,
New Delhi, issues impo gin on the recommendation of the

1t licences for machinery of foreign ori
State Directors of Industries.

Marketing Assistance
The problem of marketing constitutes one of the major problems of the

The absence of a market for their products had led to the sickness of many units, a
have had to close down. A large number of work with lower capacities, as a resu
are not able to sustain themseives in a competitive market
The products of small-scale industries are generally marked:
(i) Directly to their parent body;

(i) In a free market or
(iii) Through international channels. :
ries, the government has offered the

With a view to promoting the growth of small-scale indust

following facilities to them:
(i) Participation in Government's Stores Purchase Programme; and

(i) Trade Centres.

supply of

One of the major conclusions

small-scale industry.
nd some of them
It of which they
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Exports

I' tion of products manufactured in the §mall-sc§let5tezﬁt:; h;&; ?}ien Given

b dEx%?rt- proxo ce an to increase its shal;sesl{r: coore d'l:C{ ‘ : € exports

from the eazln;po lane tor are estimated to have increased to T 4,999 rh ] tarlmg 987-88 ag

from the small-scale sec 986.87. The share of small-scale sector in t.e otal exports dyy,
: Jopment Organisation along with its fig] q

against ¥ 3,617 crore during 1 i
Small Industries dance for the development apng

1087-88 was 28.81 per cent. The O e abt gl
offices continued to provide techno-managerial assis T mmes in export marketing, packagin

i industry ¥
promotion of exports of small ind! of export development in the small-scy)
its, and workshops/seminars O s 0] : scale
izlc.:tz}:pu?ere organised in collaboration with ﬂhertﬁfgamsr:gggz c]::fff:f:o?tf\Eﬁﬁtlanﬁiee?nt?oﬁgjmjdte
' isati ngaged in the pro : ; . asin
the activities of various organisations engag Activities relating to dissemination of information og

the share of small-scale sector in exports.
foreign markets and export opportunities are also undertaken.
Assistance to Small Entrepreneurs
The development of entrepreneurial skill is the main plfnk .oi: the shstegy for th? promotion
of small-scale industries. A special programme, known as Tl’?mlﬂg of Young Engineers”, ygg
initiated in 1970-71. Under this programme, about 5,000 engineers were trained by th'e Small
Industries Services Institute and a few non-government institutions. Of these, about one-third have
nce to Educated Unemployed”

already set up their own units. Another programme, know1_‘1 as “{%ssista :
was lauriched in 1971-72, under which assistance of various kinds was made available for training,

seed money, subsidy on interest on loans, machinery on hire-purchase basis and assistance for

setting up industrial estates. _ . )
In order to locate prospective entrepreneurs and to assist them in setting up viable industrial
paigns are launched by the Small Industries

units in the shortest possible time, intensive cam
Development Organisation in close cooperation with promotional agencies. During the past decade,

about 250 intensive campaigns were undertaken mostly in the backward pockets of the counfry.
The Small Industries Board constituted a Standing Committee on Entrepreneurial Development
in 1974 to coordinate and review the programme of entrepreneurial development in the small-scale
sector and to devise a well-organised programme for promoting entrepreneurship in small indusfries,
particularly in backward areas.
. As a result of a major shift in the government’s policy, there has been a progressive reservation
of items for exclusive manufacture in the small-scale industries sector, subject to the criteria of
technical feasibility and economic viability, with a view to safequarding this sector against undue
competition from large-scale industries. The number of items reserved for the small-scale sector has
increased from 45 in 1968 to 241 in 1977 and further to 836 in 2001.
: With a view to encouraging the participation of small entrepreneurs in the Government's Store
Purchase Programme, it was decided that preference should be given to them in order to ensuré that
their capacity is utilised to the fullest extent. The number of items reserved exclusively for purchase
from the small sector increased progressively from 122 in 1968-69 to 409 in 1988-89. The value of
orders placed by DGS&D and other government departments correspondingly increased from X 9V
crore in 1968-69 to ¥ 762 crore in 1988-89. | 'I
'During the previous decade, the government had progressively liberalised its import polit
and .51mplified import procedures to the advantage of small industrial units. The salient features 0
the import policy during the Fourth and Fifth Plans were — licensing of requirements of Sif
industrial units under priority/selected sectors based on their actual needs; grant of higher "_alue :
initial licences to new engineering, chemical and electronics units; and grant of preferred sources ©
supply to units falling in priority/selected sectors, units selected in backward areas Of S

engineers, technocrats or ex-servicemen, etc. :

et up y
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In view of the presistent demand from small industrial units, and the increase i
chinery: the government decided to revise the definition of a small-scale unit and r;;etgihzaLL:pZ:
i it 0 inuestment_ from ¥ 7.5 lakh to ¥ 60 lakh in the case of small industrial units, and from ¥ 10
g{:h 1o T 75 lakh in respect of small ancillary units supplying parts and components to large units
greise (s:oﬁlceﬁmg n: tion Sch ding
The Small-scale Exemption Scheme providing concenssions to small-scale i i

. dified durin_g the year. The eligibi{ity limit of ¥ 1.5 crore was raised to ¥ 2 crore,mj#ﬁ:n?ﬁeu;ﬁ
n;emption available to sr_nall-scale units up to ¥ 30 lakh in case where they manufacture more than
emg item falling under different “tariff headlings”. '
OF™ ™ A special incentive -in the form of full MODVAT credit was allowed to the manufacture of final

Jucts on purchases of inputs from the small-scale units which had paid excise duty at concessional

cates (vide paragraph 5 of Department of Revenue Notification dated 1.3.86). This concession was
ithdrawn w.e.f. 1.9.87 but §ut_asequently restored till 31.3.90 by the Department of Revenue at a
reduced rate and has been limited to a maximum of 5% ad valorem.

price Preference for Small-scale Sector

The price preference scheme for small-scale and public sector units reintroduced by the Union
Government in 1980 is sought to be amended to drop the discretion that this should be implemented
on “merits”.

The condition
what “merit” is.

“The Ministry o
current scheme of 15 pe
scheme at a flat 15 per cent.

The Ministry proposes

that price preference should be given “on merit” gave rise fo the question as

f Supply and Rehabilitation sought the approval of the Union Cabinet that the
r cent price preference on merit be a_lmended to empower it to apply the

to

to extend the reservation scheme at present applicable to small-scale
units to cover cottage, handicrafts and handloom units for exclusive government purchases.

Because of the condition that the 15 per cent purchase preference may be given “on merit”,
the Ministry has been doing it on a selective basis and going strictly by the efficiency of a unit.

According to the calculations of the Ministry, if the scheme is exempted to cover all the
Small-scale units, an additional burden of T 12 crore will fall on the exchequer.

In a note, the Ministry has stated that the policy of price preference for public sector undertakings
should be clarified. While the Department of Supplies invites quotations, it has to give a 10 per cent
price preference 1o public sector undertakings. Similarly, a 15 per cent preference has to be given

to small-scale units.

There are no clear directives as how to calculate the price preference formula — whether the
prices quoted by the large-scale units should be the basis for preference treatment for the small-sca_le
and public sectors or whether the price quotations of public sector undertakings and small-scale I{mts

directive in this regard, different interpretations

should be taken as the basis. In the absence of any clear .
have been given to the existing scheme, sometimes to the detriment of small units.

The Department of Supplies is also engaged in identifying the areas in sma
handicrafts industries which may be exclusively reserved for government purchases.
According to authoritative sources, these may include candle-making units and match boxes

which are made only in the cottage industries sector.
gramme to Promote Growth
The main thrust of the development programme for small industries is to enable them to reach

the maximum levels of efficiency through integrated assistance, which includesf increased availability
of technical services and facilities, management counselling and training, assitance to exports, etc.

Il, cottage and

Comprehensive Pro

e— TR mﬁﬁmmhﬁﬁmmﬁqﬁﬁ¥
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Chart 2

Export Promotion — Export or Perish

I. Institutional Organisations

II. Export Policy Il Facilities for Exports IV, Quality Control and V. Re-organisation and Re-
Pre-shipment Inspection

orientation of Trading

Practices
1. Export Promotion Councils 1. Export Control 1. Bilateral Trade We must have 1. Standardisation
2. Commodity Boards Relaxation Agreements compulsory Quality 2 Simplification of
3. Board of Trade 2. Export Duty 2. General Agreement Control Marketing Procedure
4. Advisory Councils of Trade Reduction . of Tariffs and Trade and Quality Control 3. Mediation and
5. Trade Development Authority 3. Excise Duty 3. Trade Delegations and Issue of Certificate Settlement of
6. Zonal Export Advisory Reduction 4, Trade Fairs and of Quality after Disputes
Committee 4, [mport Duty Exhibitions Pre-shipment
7. Chambers of Commerce Reduction 5. Transport Concession Inspection
and Associations of Trade 5. Tax Relief to 6. Liberal Export
and Industry, Exporters Credit
9. Federation of Indian Export 6. Cash Compensatory 7. Export Credit
Organisations Allowance Insurance
10. Export Processing Zone 7. Import Licence for 8. Show Rooms

(11. Indian Institute of Foreign Trade Raw Materials and

12. Export Inspection Council

13. STC

14. Indian Council of Arbitration

15. Trade Representatives and
Commissioners

16. Commercial Intelligence
Services

17. Indian Standards [nstitution

Equipment Import
8. Devaluation

Abroad

Augsnpuy 3pas-|jowg o Jo juawafounjy @ 795
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o Small Industries Development Organisatio S
g:r‘fice Institutes, Branch InStitUtes,rgExtensiorr: (gé?lg;;w;gg?dl;i“;oﬁ; f nearly 100 Small Industries
- With the ever-growing requirements of the smail entreprene e B SN
nical services. During the previous decade, more than 1 22 OOUUés, ‘the SIDQ has increased its
were supplied to entrepreneurs along with about 5,000 mod:el s;:hemesslgr draw.mgs and blueprints
and impact schemes. The popularity of the technical services provided ’bP al:at gmdes,. project guides
the fact that t.he number of entrepreneurs seeking guidance from it increrasgdt fe e e‘fident fraim
to 4,30,000 in 1988-89.. On an average, Technical Officers visited about 750(;?)05 7’0'00 in1965-6"
provide on-the-spot guidance. The work-shop facilities provided by th S' s annual}y o
Jtilised by entrepreneurs. y the SIDO were also widely
[n order to cater to the. new requirements of the rapidly growing and diversified small industries
t'he .SIDO took effective steps to streamline and retool its technical services These] included
modemlsatlofl of the works.hc?ps attached to the Small Industries Service ]nstitutes. by the addition
of new machines anFl sophisticated services, the setting up of four regional testin ces:utres and the
launching of a Spema'l programme for the modernisation of selected industries gThe rc;gramme
which aims at r_;leveloplng'the COl}ﬂpetitive strength of small industries, envisages th:e prouirs)ion of suc};
geelzi::jiri:gf:trfeis kv I;?ii?i}t,yhgzgi?, raw materials, training, and techno-managerial assistance to

With a view to assisting a large number of entrepreneurs, artisans, technocrats and other
investors to _Select new items for production or expand existing industrial Llnits detailed economic
information is supplied on the basis of industry-wise and area-wise surveys conducted by the SIDO.
On an average, about 80,000 small entrepreneurs annually avail themselves of these services. A
as been_sgt up in the headquarters of the SIDO. Consultancy services in management
nd training have been provided by the SIDO to enable small-scale units to solve their
export promotion, cost reduction, inventory control and personnel

tech

sector;

Data Bank h
development a
problems of marketing,

administration.
The Small Industries Extension Training Institute (SIETI) widened and increased the area of
t development,

its operations and conducted training courses in various aspects of managemen
financial management, marketing, ancillary development and area development. The institute also
organised special tailor-made courses for participants from several developing countries.

In 1968-69, two new institutes were set up with UNDP assistance to expedite the modernisation
of mechanical and electrical industries. These are the Central Institute of Tool Design (CITD) and
the Institute for the Design of Electrical Measuring Instruments (IDEMI). Since 1969-70, the CITD has
been conducting two regular courses in machine tools, dyes and moulds for engineers and for
technicians. In 1977 it organised seven advanced training courses and provided toolroom services
to 800 small units, besides technical consultancy services to 1,500 entrepreneurs. During the last five
years, the IDEMI has developed 780 tools and prototypes and imparted training to 350 engineers

in different areas of instrument engineering and technology.

The SIDO has maintained close liaison with ministries a
getting the maximum allocation of imported and indigenous raw materials for
In order to ensure an adequate supply of scarce raw materials and determine t
of certain groups of industries using indigenous and scarce raw materials,
assessing the capacity of industrial units on a scientific basis.

Technical Development Fund Scheme
upgradation and modernisati
d Scheme since 1976.

nd other organisations with a view to
the small-scale sector.

he exact requirements
the SIDO has started

on, the Ministry of Industry has

In order to promote technological
After a review of the Scheme,

been operating a Technical Development Fun
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ible and result-oriented, Sayi.s.
government liberalised the scheme in 198 r? fltizlr l?beralise din 1 989€d]t Sahsfled
ith llisation of the TDF Scheme, the Scheme was & 9. 1t is bej,
with the utilisation of the ' f Industry and acts as a single Windoy,

; . Ministry O
dmini Special Committee led by the v e ; .
zleg:'g]riteel:gde:;; To al?low composite import packages consisting of capital goods, technical know-h(,wl

i i d consultancy services, efc.

' i  technical drawings and designs and €= : |
oy = aLSSIFlt'anc‘fa n ort under this Scheme has been raised to forelg_n,?xc_h?nge equivalent 4,
The ceiling for imp the earlier limit of Z 2 crore. This limit is furthey relaxap,

% 3 crore per unit per financial year from ' ted without fragmentation in deseryin,
bl tlier technology package to be implemen g Cases,
?orer;?apﬁcZ:tzswllno are exporting more than 10% of the total turnover of thelt:lt‘.&r!;pﬁ\l‘lf1 or more thay
25% of the production of the particular item for whic}: t}]]: 'I;E:I i:ﬁgogz tllfe f:;i litéatrl:tlss fllmit i
j jate guarantees L0 D€ 4 or th
RSP M o s imit on the number of applications that an applican;

. . 0 l .
fulfilment of export commitment. There is n the agaregate value is within the TDF ceiling

unit can submit under the Scheme, provided at .
An industrial unit is entitled to avail of TDF facilities if it has commenced commercial Production

pﬁor to the date of application. The Scheme has been madt'a auailable? for ?akinhg 1L:jp the manufacty,
of any item included in the broad-banded group in the licence/registration held by the applicant

8 to make it mo

industrial unit. o
The earlier limit of 49% on capacity expansion has been raised in the case of non-MRTP a4

non-FERA companies including MRTP, registered under Section 20 (b) in respect of the product in
which they are not dominant. The Scheme can be suitably relaxed to enable_ th?se sick industyiz]
units who have reported to BIFR in terms of SICA to implement their modernisation/cost-reduction
schemes by taking up forward/backward integration or other suitable measures to recover thej,

financial health. :
With a view to maintaining fast track disposal, powers have been delegated to JS (SIA) to

dispose of small value cases (less than ¥ 10 lakh) on file.

Import of Capital Goods for Select Priority Industries

With a view to exposing engineering industries to international competition and recognising
the need for reducing the cost of investment in industries of national priority, a new facility was
introduced in the Import Policy since 1978-79, under which select industries are allowed to invife
global tenders for meeting their capital goods requirement. The proposals in this regard are considered
by an empowered Committee, under the Chairmanship of Secretary, Department of Industrial
Development. While taking a decision on the selection of suppliers, comparison between Indian
offers and foreign offers on the basis of landed cost of the latter is given due weightage. Successful
Indian suppliers are permitted to import raw materials and components freely. Such exposure to
international competition is expected to introduce technological upgradation among these industries
and also make them cost-effective. The industries covered under this procedure are:

Fertilisers, newsprint and paper, basic drugs, basic technical material for pesticides and
weedicides, power generation, transmission and distribution, mineral exploration, mining and
beneficiation, petroleum exploration and production of perto-chemicals up to the stage of polymers,
manufacture of professional grade electronic components, waste disposal recycling and affluent
freatment projects and ecological engineering, material-handling projects at ports, sugar and cement
products (including asbestos). '
noaﬁng?;fﬁj tkt):ngzgoi ef;':m Jalnugry 1989 tr? December 1989, four requests for p‘ermissiar;1 fO;
oot L s : received and cons:deredl by the Committee. Out of thesg four,_t re

pproved by the Empowered Committee and one case has been rejected as it was
felt that there was no need for floating global tenders. '
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E gpandiﬂg Horizon
The scope of the small industries programme of th
e governm i :
ng the last de?ade. Many new schemes have been uncler’[aken(Iztrc])t sh . zeen S log TS
~scale sector in recent years. pacH My el growth ok 1
As a supporting programme the National Small | '

' , ndustries Corporation h - '
et supplllf?n:; L:UPO t;] gaée plant and machinery on hire-purchase basis ;lf Sni:]na” :«;al?c)eougfl)t(s]
moderno;‘riﬁz slche;ne isrthat \ (L]C.mrt.z, have so far been supplied to nearly 1‘5,000 un?ts. A salient
feaweconservative iy ct)h Inc:’hgenous and imported machinery is supplied on easy instalments.

" a.ty e blo of produch; e hire-purchase scheme is responsible for the creation of installed
capaci g goods worth over ¥ 600 crore and the employment of about 4 lakh

duri

to 9

Conclusion

The concessions, reliefs and incentives offered by the Central Government in India cover a
wide spectrum of activities of small-scale industries from technology, capital to marketing and training
he present context of liberalisation and globalization of the economy, the small-scale sectcn:
advantage of already existing factor endowments and raise the léuels of their economies
. level of development, and growth. The need of the hour is to integrate the existing
concessions and reliefs to small-scale industry and provide a real impetus to the sustained growth
of the small-scale sector on an ongoing basis. The foremost task is that the government’s role g;’\ould
be catalyst in_ the process of development of small-scale industries. Towards this end, the government
should embark upon creating the right environment for the small-scale industry. s -

Int
should take

to a higher

( ANNEXURE-1 )

FACILITIES AND INCENTIVES TO SMALL-SCALE INDUSTRIES

LAND States develop industrial areas with infrastructure facilitieé and allot,
sell or lease on a no-profit-no-loss basis with 10 per cent to 12 per
cent down payment and the balance in instalments at low rates of

interest.

INVESTMENT SUBSIDY Investment subsidy, ranging between 10 per cent to 15 per cent,
subject to a ceiling is granted to industries to be set in backward

and tribal areas.

Interest subsidy at diffe
up by educated self-em
and artisans, subject to the capital invest
limit set by the different states.

ty tariff for a period of 3 to 5 years is granted

POWER TARIFF A subsidy on electrici
. according to use and on certain terms and conditions. This is made
whose power constitutes a major

available for certain types of units
item of production cost. The type of product produced is also taken

into consideration white granting this subsidy.
assistance by way of (interest) loans, sales-tax
State Financial Corporations. The amount of

rent rates is granted to industrial units set

ployed, technocrats, engineers, craftsmen

INTEREST SUBSIDY
ment not exceeding the

FINANCIAL ASSISTANCE States grant financial
loans and loans from
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assistance varies according to the type of industry and is given
against immovable property and personal security. Assistance tq
artisans and craftsmen ranges between T 3,000 to ¥'5,000 and fo;
others between T 10,000 and ¥ 25,000 at an interest ranging between
cent. The repayment period is berween
he grant of financial assistance depends
roduced and on merit,

7.5 per cent and 13.5 per
5 and 10 years or more. T
on the type of industry, products p
The State’s Directorate of Industries and the Industries Department

provide technical guidance for the setting up anfl erection of
machinery and also for expansion. All possible technical assistance

is given to new entrepreneurs.
For industries having definite prospects, State Governments, through
their own agencies conduct feasibility studies free of cost up to
¥ 1,000 or grant 50 per cent to 75 per cent subsidy for the
preparation of feasibility reports. This cost is converted into the
share capital of the government.

State Government and Local Boards give a price preference of
15 per cent to 20 per cent over the prices offered for the products
of large and medium industries in all government purchases and op
products for a certain period provided the quality is on par with that
of similar products of bigger units.

Octroi is exempted on capital equipment and raw materials for

different periods for industries. Property tax is exempted for new
industries for a certain period. Subsidy on transport cost and suppl
of water on a no-profit no-loss basis. Housing schemes get 50 peS:
cent loan and 25 per cent subsidy. Royalties on raw materials to
igov;mmer;t considered on merit on an economic basis. Assistance
0 educated unemployed, enai i ifi

g e ;F uﬁits: gineers, technically qualified persons,

* ¥ ¥
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CONCESSsIONS AND RELIEFS
BY STATE GOVERNMENTS

. . )

[ntroduction

Among the 1mpc_>rtant .factors relatmg .to industrial locations, state incentives also play a key
role. Although -central ‘mcentlves and subsidies assist the growth of enterprises in the country, it is
the state incentives _Wh',Ch atfract entrepreneurs to set-up their enterprises in a particular State/Union
Territories. The objectives of state incentives is to provide assistance and facilities to allure and
motivate techno-entrepreneurs, intrepreneurs and first generation entrepreneurs to locate their ventures
in their region. State incentives must be so devised as to synchronise private incentives with social
returns in an efficient, cost—effecti_ue manner that simultaneously promote moral imperatives. To the
oxtent state incentives are a tool, no less than a programme, they make industrialisation and growth
of entrepreneurship a reality. The nature of assistance, however, varies from state-to-state.

Maharashtra a Premier Industrial State - A Model

State incentives aim at alluring maximum entrepreneurs to accelerate the process of economic
development in the state, and also shift the composition of industrial growth away from highly
itensive sectors towards more labour-intensive sectors.

capital | |
'Maharashtra is a premier industrial state and as such, the details of state incentives as in

operation in Maharashtra are discussed in this chapter.

Objectives of state incentives and subsidies _
1. To aftract entrepreneurs to set up their projects in the state.

2. To assist in the dispersal of industries. - |
3. To make investment in industrially backward areas more remunerative.
4

To help the entrepreneurs to overcome certain disadvantages in
setting up industries, and -
To speed up the process of industrialisation.

o
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s Act . -
are eligible to get financia| p,

. - harashtra ,
in the State of Ma s and debentures, etc, | o, p iy

iptions to shar ¢
d subscréznds. Any loan up to the value of ¥ 5=0080uip
5

eding T 5,000 are provided against security
id over a period of 10 years by way of , of
Ip the entrepreneurs in getting accommg dat?é
rm of water, power, raw materials, oy, n

State Aid to Industrie

Under this Act, entreprePeulrs e
a

the form of loans, guarantees or oans

to the value of X 1,000 is prowded. on personee:ice

provided against two personal sureties. Loanbs o

movable and immovable assets. Loans can beé

i e
instalments. The State Director of Industries c;a:ca;ls; k':he 4
in industrial estates an a o

d other related assis
rate of Industries

The State Directors of Industries provi
entrepreneurs. They furnish information a}zout th_
Govermnment. Directorate of Industries makes aval e

(i) Supply of raw materials, electric power z;\lnd ttl'ar}slzlorstt fic;lgstss.
i i for setting up small-scale Indu! nts.
(ii) Requirements of land for gup pie i S o

(iii) Cash loans under the State Aid to Industries.
(iv) Provision of accommodation in their industrial estates.

(v) Training facilities.
(vi) Supply of information o
(vii) Grant of essentiality certi

de several types of assi.stance and facilities ;
e assistance available to industries from the Stato
lable the following assistance to entrepreneum'e

Directo

on of cooperatives.

n the organisati .
materials, components, etc,

ficates for import licences, raw

Major Task of the Policy
‘Steering the industries outside the congested Bombay-Thane-Pune belt to the underdeveloped
and developing areas of the State has been a major task for the policymakers in the government,
| and monetary incentives, which would help the

It was, therefore, thought necessary to offer fisca
entrepreneurs setting up these areas, overcome certain disadvantages in doing so. To achieve this
has been implementing a package of incentives since 1964.

end, the State Government
der the Scheme, steps have been taken to make

In designing the package of incentives un
tive and attractive by prescribing higher

investment in industrially backward areas more remunera
scales of incentives in proportion to fixed capital investment of the units depending upon their

location. Based on the experience gained in the implementation of this Scheme, amendments have

been made from time-to-time.

Package Scheme of Incentives 1988

f lsr: the following pages the latest Scheme titled “Package Scheme of Incentives 1988” introduced
rom 1% Otober, 1988 for a period of five years till 30th September, 2003 is given.
ines of the

An attempt has been made here to simplify and provide only the broad outl
nt Resolution,

Isnc;uesr:‘r?esfogizneral ilzif?-r;?)ation. However, the provisions contained in the Governme
: rgy an our Department No. 3 : mbe,
1988 shall be treated as final and binding. Chra s ekl o

Coverage Under the Scheme

Th(e'! ) folucgving industries will be covered under the 1988 Scheme: '

i) Industries listed in the first schedule f i it jon) Adh
or the Ind [ation)

1951, as amended from fime-io.fie e Industries (Development and Regu ,
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(il Industries falling within the purview of the following Boards/Agencies:
(a) Small-scale Industries Board.

(b) Coir Board.

(c) Silk Board.
(d) AllIndia Handicrafts Board.

(e) AllIndia Handloom Board.

(f Khadi and Village Industries Board.
Any other Agency constituted by Government for industrial development. - ...

()
Poultry and agro-industries (Capital expenditure on land, building and equipment

i) (@)
i alone will be eligible).
(b) Mining.
(c) Cold storage. |
(d) Hotel (subject to quidelines of the Government of India as applicable from time-to-
time).
repair workshops (No

(e) Service industries of the type of general workshops including
other service industries are eligible for subsidy).
(f) Dry cleaning by mechanical process.

(g) Data processing. o
[ncentives under the 1998 Scheme will be available to eligible units in the private sector, state
ublic sectorfjoint sector and the cooperative sector.
Eligile uAlE under the state public sector and joint sector will be entitled to incentives only
ynder Part [ of the 1988 Scheme and not Part IL.
Central public sector undertakings will not be considered eligible for. incentives under the 1998
Gcheme- .
The following industries are not eligible under the 1988 Scheme:
(i) Charcoal.
(i) Saw Mill. '
edible oil or manufacture of any oil by means of processes such as crushing,

(iii) Edible and non-
solvent extraction, refining, hydrogenation, efc.

classification of Areas
1988 Scheme, the areas in the State have been classified into five
nexure II. Developed areas are covered
ding on the industrial backwardness of
ded scale, a minium amount
n the No Industry -

For the purpose of the
goups A, B, C, D and No Industry District as detailed in An

under Group ‘A’, where no incentives are available. Depen
the area concerned, the incentives offered in other areas are on a gra
of incentives being available in Group ‘B’ and maximum amount available i

District.
Definitions

2 (1) Existing Unit: An industrial unit set up by any
ctor or state public sector/joint sector in any taluka, w

conditions:
(a) The unit is in production on or any time prior to September 30, 1988, for any period

entity in the private sector, cooperati\}e
hich satisfies any one of the following

; whatsoever;
(b) The unit is granted a Letter of Intent/Eligibility Certificate or the unit has availed of any

incentives under any of the earlier Schemes;
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(c) The unit has filed a valid application for grant of Eligl;bifl(;?:2 gig:el::};t)eeru;ge; ;];e 1983
Scheme with any of the implementing agencies on or beé r 1988, aftg,

. i g Steps.
completion of all the initial effective s .
'(2) Export-orientd Unit: An eligible unit which is set up fOYItZith:‘U‘ﬁﬁm;: 22 gc.:gds‘ With
an obligation to export not less than 50 per cent of the annua put, nsidered g,

export-oriented unit. irst ti by a tity i -
o ' + which is set up for the first time by an entity in the Priva
(3) New Unit: An industrial unit whic joint sector in any taluka where there is no eﬁsﬁr:g

i state public sector/j ' . n
ser:;:os{étcﬁgplf;att;;e ssziitzrn(i?i:y prov?ded that the unit satisfies the following further conditions.
u

(a) At least one of the final effective steps is completed on or after October 1, 1988 for setfing

up the unit;

b) It is not an existing unit; _ -
{(‘::)J It is not formed as a result of re-establishment, mere change of ownership, change i the

constitution, reconstruction or revival of an existing unit.

(4) Pioneer Unit: A large-scale new unit set up after Octol_:ler 1, 19:‘:758’ or Iarge-sc‘aI? fixed
capital investment made by an existing unit after October 1, 1988 in Grour:: C or Gr’oup D’ areas
for which at least one final effective step is taken after October 1, 1998, will be considered eligible
for pioneer status if it satisfies any one of the following conditions:

(i) It is a new unit with fixed capital investment exceeding ¥ 5 crore in Group ‘C’ area, or

X 2 crore in Group ‘D’ area, being set up as the first unit in point of time in a taluka
where, there is, as on October 1, 1988 no existing unit with a net fixed capital investment
of the said order, namely, ¥ 5 crore in Group ‘C’ area, or ¥ 2 crore in Group ‘D’ area.
Under this category, only one unit in taluka will be considered eligible for pioneer statys.

(ii) It is a new unit with fixed capital investment exceeding ¥ 25 crore being set up in Group

- 'C’ or Group ‘D’ areas.

(iii) It is an expansion/diversification undertaken by the existing/mew unit in either Group ‘C’
or Group ‘D’ area as an adjunct to the existing/new unit or otherwise in the same taluka
involving additional fixed capital investment made thereunder after October 1, 1988 in
excess of ¥ 25 crore.

Under the categories (ii) and/or (iii) above, any number of units in a taluka will be considered
eligible for pioneer status.

(5) Power-intensive Unit: An eligible unit which consumes énergy constituting 25% or more
-of the total cost of production, will be classified as a power-intensive industrial unit.

fha:; g:f;zﬁroc}l]ucts .15 of t_he: exjsting/ngu{ unit (expansion) or different products (diversification) in
where the existing/new unit is located, will be considered eligible for incentives under

- if it satisfies the following conditions:
(a). Ziz?uiczanfiqnfdlve:{mﬂcation should provide for additional fixed capital investment by
by small sizfel?sgjt?él I(Tssé}])‘init/large-gcage industrial (LSI) unit exceeding ¥ 1 crore or
e stria unit e i . the
(b) %ryodu?tfon/manufacturing facilities: roeerting ¥ 25 Naldh o way of addltlons 1B
e said additional fixed capital investment should exceed 25 per cent of the gross fixed

- capital investment of the exist;
it exist it ' i '
additiona] production facilities;mg/maW o TR Pigr U e 3

I

|

|
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1

| (c) In the case of expansion o

; se, the sai . ) or expansion-cum-diversificati

el copociy b ot s 5 esoment et on ease In e exsin

| (d) Such expansion/diversification sh pet cent; and n increase in the existing
at least to the extent of 10 should increase employment in the nonsupervisory catego

. employment and 80 per cerier fcent of the Pre-expansion/diversification level of fug,

f population. . of such additional employment should be out of local

(7) Fixed Assets: The term “Fi )
rm “Fixed Assets” covers all the assets of the eligible unit as errected

he site and includes:
(a) Land;
p) Building — any bui ¢
(b) ol qugrtzli;lt UIZI area used for the eligible unit, including administrative building
e wecnified o th:g lrr;aust?al housing and all such facilities provided in the building a;
nufacturing process;
¢) Plant and ' ‘
(c) L eieals as”;f:}::nery - 'tcaols ar-1d equipment, including handling and haulage equipment
ecessarily required and exclusively used for sustaining the working of the

eligible unit;
(d) g:i ileStcgisdtfsetliopm?m O; the environment of the location of the eligible unit such as
cing, ction of roads and other infrastructural facilities W i igi i
et e prelct es which the eligible unit has
(e) Technical know-how, includ

!att

ing the cost of drawings, know-how and the fees.

[ncentives
Broadly, the incentive

(A) Under Part L
(i) Special Capital Incentive

(i) Sales Tax Exemptior/Deferral
(iii) Sales Tax Incentives as an interest-free unsecured loan unde

circumstances
(B) Under Part [l — Sales Tax Deferral only

(C) Incentives for E.xpansion/Diversification:
(i) Special Capital Incentive
(ii) Sales Tax Incentive as an
circumstances
(D) Refund of Electricity Duty
menthovernment

(E) Refund of Octroi -
(F) Preferential treatment in the purchase programmes of Govern
Undertakings/Statutory Bodies
(G) Contribution towards cost of feasibility study
(H) Additional incentives on credit points.
mutually oxclusive and no

. It may be noted that part | and Part [l Schemes of [ncentives are
unit would be eligible to get both the incentives simultaneously.
The option once exercised shall be final and binding on the unit.

p Deferment Period: The period for which the sales tax liability will be
art Il will be 10 years from the date of availment and shall be repayab

annual instalments.

s available under the 1988 Package Scheme are classified as follows:

r certain specified

interest-free unsecured loan under certain specified

under Part [ and

deferred
fter in five equal

le therea
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.-The details of the above incentives are given below:

Incentives Under Part I

; (i) Special Capital Incentive: For new and/or now pioneer Un_itS- A new unit or a ney, ion

unit set up on or after Ist October, 1988 will be entitled to special capital incentive at the ra?e
e

indicated in the table below:
s

Quantum

Eligible unit in Area
. (Percentage) of Fixed (T in lakh)
- Capital Investment
gl 5 MSI/LSI SSI MSILSI oo
Group ‘B’ 20% 25% 20 $
Group ‘C’ 25% 30% 25 - 15
Group D’ :
" No Industry District 30% 35% 30 : 20
Pioneer Unit 30% — 30 o

Note: :SPeC'iE.’] Capital Incentive will be admissible as a grant and the eligible unit will be entitled {4 dr
Incentives after completion of both initial and final effective steps and the same will be Compu?::ithe
On

?he‘ basis-of fixed capital investment actually made by the eligible unit. The quantum of special can:
Incentive will be available in addition to the amount of central subsidy wherever applicab] oot
Cap:tal_ Incentive will be not admissible to, (i) pioneer units which acquire pioneer status, b . -Spedal
expansion/diversification entailing additional fixed capital investment exceeding ¥ 25 crore’ ir-l;; t;’:u.e of
Same

taluka, and: (ii) eligible units opting for sales-tax incentive under Part II.

(i) Sales Tax Exemption/Deferral: The sales tax incenti
) S : ar: entives under Part [ of th
will be admissible to new units/pioneer units and their quantum would be as given in fhigzsglf Eh;ame
elow:

Ffigfbfe unit Fg;?;g/af-s&’ CZ?;nisis —
in Area Perlcentage o-f the Percentage of the 0:"3 e;;iiirif
F}zijsg;iaf Fixed Capital ceilings are
group :BI - Inucle.;t;nent reached
: rrgsg | [()3, 75 100 .
_ 90 | :
Pioneer Unit 95 00 :
No Industry ' B w
District .
100 , 100 10
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(iii) Sales Tax Incentive as an Interest-f

spect of the el.igible unit under the 1988 Sch ;
In legally not con_mdered “manufacturing aCtivitiesneme' undertakin

o5 will be subject to the ceiling specified in (ii) a
e of the amo}{nt of sales tax payable and paid
” over téxjac-idltlonal tax payable and paid on sa
eligible unit will prefer the claim with the respect
months from the date prescribed for filing of the ret
o followed by the eligible unit.

o
¢ on the ' -

.purchase of raw materials and sales tax/
‘les gf finished products of the eligible unit. The
Ive implementing agency every year withi'n six
urns for the last quarter/month of the accounting

Incentives Under Part II

Sales Tax Deferral: An existing units should fulfil th ' iti
_ ( e foll iming eliqibili

- B 1, far setfing 1 hew s ot owing conditions for claiming eligibility
i (i) The ‘em.stmg uni‘t has for the three years immediately prior to the year in which the

apphcatn?r_a for eligibility certificate is filed, paid in respect of the products in Maharashtra
s_ales tax.m. excess c?f X 15 lakh (if the existing unit is located in Group ‘A’ area) or ¥ 5 lak};
‘ (if the existing unit is located in Group ‘B’, Group ‘C’ and Group ‘D’ areas or No Industry
District).

AND
(i) The unit has not opted for Part I.

The eligible unit, under Part I, will be entitled to sales tax incentive as per the quantum
ndicated below, whichever is less:

For the purpose of incentives, the existing unit may choose any block of 3/4/5 or 6 consecutive
years, as the case may be, from the years 1991-92. The block so chosen shall not, however, include
any year for which the existing unit has availed of sales tax incentive under Part II, of any of the
carlier schemes. The sales tax liability shall not include the sales tax liability of any unit set up by
the existing unit which has already availed of incentives under any of the earlier Schemes.

Eligible unit in Quantum of Quantum limited Ceiling
Area fixed capital to sales tax
investment in paid by the
the new unit existing unit
during the

~ following period

——

Group B and
Export-orient units 25% 3 years % 50 lakh
Group ‘¢« - 30% 4 years T 75 lakh
Sroup Dy 35% 5 years 7100 lakh
Emﬂeer Unit or
0 Iﬂdustry District 40% 6 years + ¥ 150 lakh
k ¢ ’ —

Scanned with CamScanner



T S e

Option to Eligible Unit Under the Earlier Schemes

The benefit of deferral of sales tax under Part II will also be admissible to eligible uni
Part Il of the earlier Schemes at their option. The said benefit will, however, be restrictelés Ndey
balance amount of sales tax loan covered by their respective eligibility certificates af :

0
F . : ter excly din lhe
amount, if any, already availed of as interest-free loan. 9 the

Expansion/Diversification

Incentives for units eligible under expansion/diversification would be ay

ailable ag under.
(a) Special Capital Incentives '

Eligible Unit in Area Quantum Celling
(Percentage of Fixed (T in lakh)
Capital Investment)
L —
MSI/LSI SSI MSI/LSI Ss;
Group ‘B’ 15 20 20.00 T
Group ‘C’ . 20 : 25 25.00 20.00
Group ‘D’ 25 35 25.00 20.00
Pioneer Unit 25 — 25.00 -
No Industry District 25 35 25.00 20.00
(b) Saks Tax Incentives by Way of Exemption/Deferral
Eligible Unit in Area For MSI/LSI For SSI No. of years
Ceiling as Ceiling as as under
Percentage of the Percentage of the or earlier if
Fixed Capital Fixed Capital Ceilings are
Investment Investment reached
Group ‘B’ 50 85 4
Group ‘C’ 60 85 6
Group ‘D’ 70 85 8
Pioneer Unit _ 80 S 9
No Industry
District 85 90% 9

Other Incentives =
Refund of Electricity Duty: The incentive shall be admissible in the form of Refund of Electi®

. . . : tupit |
Duty to New Power Intensive Industrial Units/Power Intensive Pioneer Units which are set UP

: ‘ssible for @
Group ‘B’, Group ‘C’, Group ‘D’ or No Industry District areas. This refund will be adm15§1be

period of 3/5/7 years for ‘B’ ‘C’, ‘D’, Pioneer Unit and No Indusiry District reSPe.C_ﬂ"ely
monetary ceiling. The period shall commence from the date of effect of the eligibility ce
refund shall be in the form of a. grant, . ot Definito®

Refund of Octroi: Only new unit/expansion/diversification/pioneer unit ‘fo"er‘"d un ble an d
in 4(i) and (ji) eligible under Part [ or Il will be entitled to refund of octro duty %?yasa me will ¥
to the local authority on import of all the items required by the eligible unit. | €
admissible in the form of a grant.

dificate. TH¥
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incentive will be available for the period as indicated below:

The
~ 4 period For units eliglble For units eligible
Ar wider Part | under Part ]I
/ﬁ:‘:'t?' 5 years From the date of During implementation
GIo commencement of of the project till
commercial production commencement of
7 commercial production
.C' units — 7 years «do- -do-
Gfol‘l's D' units - 9 vears -do- -do-
?irooneer Units — 10 years -do- -do-
pistrict ~ 10 years “do- il

mue will be admissible only after the Eligible Unit goes into commercial production.

. The i ) )
obe The Qctroi Incentive shall be restricted up to 100% of the admissible fixed capital investment of eligible
unit.
P,eferential Treatment in the Purchase Programmes of the

Govemment/Government Undertakings/Statutory Bodies

In order to give preferential treatment to the eligible units under the 1988 Scheme to whom

ary eligibility certificates have been issued by the implementing agencies, the State Govemnment
nd speciﬁed State Government Undertakings and Statutory Bodies shall purchase from such eligible
and quoting units, thirty-three per cent of the intended quantity at the lowest acceptable price in the

open competitive tenders. .
or which the incentive will be available shall be as follows:

The period f
Group ‘B’ Area Group ‘'C’ Area Group D’ Area Pioneer Unit
No Industry District
5 years 7 Years 9 years

3 years

from the date of commencement of commercial production.

Contribution Towards Cost of Feasibility Study

The implementing agency may give 75% contribution towards the cost of preparation of a
feasibility study either undertaken by the said implementing agency or done through an agency
approved by it. If the project is implemented, the contribution shall be treated as an unsecured loan
for a period of five years from the date of disbursement. The loan shall bear interest at such rate
as may be prescribed by the implementing agency. If the project is not implemented within the
prescribed time, the feasibility study shall become the implementing agency’s property.

Additional Incentives

Additional incentives shall be available to
2: up to E_lclditional 10% of fixed capital investment, separately for the fo
Persrgissavmg devices, installation of effluent treatment plants/measures an
y @S detailed below:
(i) Energy Saving Devices: The admissibility in this regard would be determined by the
government in consultation with the Energy Department.

the eligible units for a period of additional one year
llowing credit points, viz.,.
d employment of local
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(i) Installation of Effluent Treatment Plant/Measures: The incentive shall be admissib ¢
 those eligible units who abide by the stipulations of the Pollution Congyo| Boay ;
Environmental Department of the government and adhere_nce to these stipulations sha
be monitored through these agencies. The admissibility in this regard would be detenmined
by the government in consultation with the Environment Department.

(i) Employment of Local Persons: The incentive shall be admissible to'the eligible upjts Whe
employ a minimum of 80 per cent local persons in the non-supetvisory category g 5
per cent local persons in supervisory category and maintain these levels throughoys the
period of eligibility certificate. *

Effective Steps

For the purpose of the 1988 Scheme, effective steps will comprise initial effective steps ang
final effective steps. :

(1) The Initial Effective Steps

(i) The unit shall be in effective possession of land. If the land is outside the Maharashtr,
Industrial Development Corporation Area/Government-sponsored and/or
financially-assisted Cooperative Industrial Estate/Mini-industrial Estate, the permissiop, i
convert the same to non-agricultural use should have been obtained. The POssession of
land will be considered effective only from the date of such permission and not before.

(ii) In the case of a Partnership Firm or a Company or a Cooperative Society or a Trust, the
registration of the Firm or Company or Society or Trust should have been obtained. The
initial effective step regarding the registration of firm should be deemed to have been
completed if the firm submits to the implementing agency documentary evidence in support
of the execution of a partnership deed and files application with the payment of the
necessary fees for registration to the Registrar of Firms. i

(iii) The unit should have obtained provisional SSI Registration or Letter of Intent from the
Government of India and/or permission from the State Government for setting up/shifting
of the unit, if such permission is required to be obtained. In the case of the unit covered by
the Khadi and Village Industries Board (KVIB) Programme, the unit should have obtained
registration from the KVIB.

(iv) Inthe case of a medium/large-scale unit not covered under the licensing provisions of the
Industries (Development and Regulation) Act, 1951, the unit should have applied for
Directorate General of Technical Development (DGTD) Registration or Registration from
the concerned technical authorities in respect of industries covered by special regulations
or from the Secretariat for Industrial Approvals (SIA).

(2) The Final Effective Steps

(i) Industrial licence/necessary clearance under Foreign Exchange Regulation Act (FERA)
and Monopolies and Restrictive Trade Practices Act (MRTP) or DGTD Registration of
Registration from the concerned technical authorities in respect of the industries covered
under the special regulations or from the SIA should have been obtained.

(if) Capital goods (CG) Clearance/lmport Licence, wherever necessary, should have been
obtained. |

(iii) - The means of finance for the project should have been completed to the satistaction of the
implementing agency concerned. iy

(iv) Other clearances, if any, from the Central/State Government and/or other authorii®
concerned with implementing the project should have been obtained.
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(v) The unit should have acquired at site fixed assets t
ol Beadimmels o8 enulseged foi the tigjest o the extent of at least 10 per cent of
(vi) The unit should have incurred expenditure on the project, i i
- . project, including ad :
pre-operative expenses to the extent of at least 25 per cent of the cgpatifacrlﬁseﬁi}fagg

for the project.
the purpose of incentives under Part | as well as Part Il o a pi
; : ; ; a pioneer unit whe .
is Pf‘JPOSEd to 2o {mplemented in suitable phases and the first phase of the project irt:etl}f]?nlﬂrgj:;
al investment exceeding ¥ 5 crore the final effective steps will be deemed to have

oss fixed capita .
boen completed if the final effective steps for the first phase of the project are completed to the

satisfadion of the implementing agency.

The upit satisfying conditions of the 1988 Scheme should submit an application for eligibility
in the prescrled form to the_ ap'propraate implementing agency only after completing all the initial
ffective steps: S;:u:h an application should be filed on or before September 30, 1993. Units which

uch applications after completing the initial effective steps are permitted to complete the final

file s
offective steps before September 30, 1994 for the purpose of eligibility.

| For

Gene_ral

Option for Sales Tax In
| of the special capital inc
t at twice the monetary cei

additional period of 1, 2 and 3 years
‘D’ areas respectively shall be available for such sales-tax incentive in

centives: A one-time option shall be provided to the eligible units to
gntlue in the form of additional sales-tax incentives instead of cash
ling of the special capital incentive admissible to the eligible unit and

for SSI and 1, 2 and 3 years for MSI/LSI for Group ‘B’, Group
lieu of special

aval

¢! and Group
capital incentive.
Option for Electronic Scheme 1987 or the 1988 Scheme: An eligible unit may opt for incentives
try, 1987 outlined in the

either under the Maharashtra Incentive Scheme for Electronic Indus
Government Resolution, Industries, Energy and Labour Department, No.
dated 29th July, 1987 or under the 1988 Scheme.

The option once oxercised shall be final and binding on the eligible unit a

allowed to change the option so exercised after issue of the eligibility certificate.
Sales Tax Coverage: For t ment of tax liability the following

taxes will be covered:
(i) Purchase Tax/Sales
materials and sales 0
(i) Central Sales Tax payable un

IDL. 1085/(5313)/IND/8,

nd it shall not be

he purpose of exemption from pay

Tax under the Bombay Sales Tax Act, 1959 on the purchase of raw

f finished products of the eligible unit.
der the Central Sales Tax Act, 1956 on the sale of finished

products of the eligible unit effected in the course of inter-state trade or commerce.
(iii) Turnover Tax/Additional Tax payable under the Bombay Sales Tax Act, 1959.
For the purpose of deferment of payment of sales tax liability, the following taxes will be

covered:

The Bombay Sales Tax Act, 1959/Bombay Sales Tax Rules, 1959/Central Sales Tax Act,
1956, The Central Sales Tax (Registration and Turnover) Rules, 1957/The Central Sales Tax (Bon?bay)
Rules, 1957 and the conditions/stipulations in the Certificate of Entitlement issued by the Commissioner

of Sales Tax.

Implementing Agencies
harashtra Limited (SICOM) shall

imp] The State Industrial and Investment Corporation of Ma '
Plement the 1988 Scherne in respect of medium and large-scale units.
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378 Management of a Small-scale Industry

"The i
it begﬁg.lonal Development Corporations (RDCs) shall implement the 1988 Sche
those ot lfn respect of smai!-scale units coming within their respective jurisdiction aTe 2
Ng from smal| to medium-scale if an eligibility certificate has been issued earli:grt at;(,
8]
e

SSI unit by the concerned RDC.
dJurisdiction (Districts) T

Raigad, Ratnagiri, Sindhudurg\\

Name of the RDC

(1) Development Corporation of
Konkan Ltd., (DCK) and Thane.
(2) Development Corporation of Akola, Amravati, Bhandara,
Vidarbha Ltd., (DCVL) Buidhana, Chandrapur,
Gadchiroli, Nagpur, Wardha and Yavatma]
(3) Marathwada Development Aurangabad, Beed, Jalna, Latur, '
Corporation Limited (MDC) Nanded, Osmanabad and Parbhanj,
(4) Western Maharashtra Ahmednagar, Dhule, Jalgaon,
Development Corporation Kolhapur, Nashik, Pune, Sangli,
Ltd., (WMDC) Satara and Solapur.
—

All the eligible units shall comply with the requirements preceding the issue of eligibility
certificate by the implementing agency so as to ensure obtaining the eligibility certificate withj, 5
period of six months from the date of commencement of commercial production as laid down in the
procedural rules. .

Claim for Incentive: No right or claim for any incentives under the 1988 Scheme shall be
deemed to have been conferred by the 1988 Scheme merely by virtue of the fact that the unit hag
fulfilled on its part the conditions of the 1988 Scheme. The incentives under the 1988 Scheme
cannot be claimed unless a Letter of Intentl Eligibility Certificate has been issued under the 1988
Scheme by the implementing agency concerned and the eligible unit has complied with the stipulations/
conditions of the Letter of Intent/Eligibility Certificate.

The Bihar state has announced a 20-point programme of assistance to accelerate the process
of entrepreneurship in Bihar. They are: '

Initiating a Project

1. Feasibility/Project Report Subsidies:
(a) given @ 1% (limited to ¥ 50,000) on investment up to ¥ 1 crore and @ 1/2% (max. T3
lakh) on investment above one crore. 75% of the subsidy is released when the term loan is sanctioned

and the balance on completion of the project.

(b) New/existing units in small/medium sector who are not eligible for Energy Audit Subsidy
Scheme of All India Financial Institutions, can avail of a subsidy @ 25% (subject to max. of
¥ 25,000) for cost of preparation of Energy Audit Report and Plan of Energy Conservation.

2. Financial Assistance:
Financial assistance by way of equity participation up to 10-15 per Cent. f.or assisted s'if:;?;
units and 26 per cent or more (but not exceeding 51% of the equity) in case of joint secto; L}l1ml »
given by the Corporation. The Corporation also provides guarantee of-term loan and help
arranging financial supports from State level/Central level financial institutions and Banks.
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hnical know-how:

Technical know-how fee is subsidised u
_ \ p to 90%
nﬁgpreneurs/f‘mt generation entrepreneurs and for ‘A’ cate(gr,r;?;('di?st:ilt?t,soom ¥ SO e

4 Capital Investment Subsidies (CIS):
(a) Although the Central Capital Investment subsidy has i ‘
, State Govt. as per po!icy resolution effective for 5 yezﬁrs witl’?ﬁt{;g]?commued W 8l
» continue the Capital mue?tmer?t subsidy to all new units set-up inmn;l %1..0%.90'}135 decided
15% (max. f 15_ lakh). This facility is also available for expansion pro ara el 1 t!]e el
the Capaaty‘l.s raised by at least 50% of the existing installed capacity SRR EipeSp s
(f;:) Addl_’lﬂosaét-)% (limited to X 5 lakh) capital investment subsidy -will be available to units
Jocated in No.tl.le rowth. C'EHU'QS, units promoted by NRI and 100% Export-oriented Uni?sLI
(c) Additional lq% (limited to ¥ 10 lakh) is available for investment on Energy Savin Sch;ames
based ON Energy Audit Report or otherwise for small and medium sector units ’

g, Tec

if

5. Infrastructural Facilities:
All other infrastructural facilities such as allotment of land/shed, provision of power connection,

_ telephoneftelex, etc., are given on priority on liberalised terms.

6. Subsidy on Diesel/Kerosene Generating Sets:

Given @ 20% (sgbject to a maximum of Z 5 lakh) to large and medium projects for purchase
and installation of captive generating sets.
7. Exemption of Electricity Duty:

All electricity duty payments are exempt up fo 25% |
from Ist September, 1990 for a period of 5 years.

maximum up to ¥ 1 lakh per annum)

8. Power Subsidy:
Power costs are
12 paise per unit for me

0 Water Rate Subsidy:
Water is supplied at cos

also subsidised to the extent of 9 paise per unit for large-scale industry and
dium-scale units with effect from 1%t September, 1990 for a period of 5 years.

t to industries using water from sources maintained by the government.

Getting into Fuli Swing

10, Manufacturing Assistance:
" This includes assistance in all aspects

stores and purchase as per price preference
units including sick and closed units seeking reh

medium-scale.

of production management and control as diverse as
Rules and online quality control. This is available to all
abilitation and small-scale units expanding to

11. Marketing Assist :
ance:
ments to industries selling to government departments

Necessary steps are taken to expedite pay
and organisations.

Easing the Tax Burden
les Tax Rellef torest free sales fax loan up

12. Interest-free Sales Tax Loan/Sa
Sales tax reli hases of raw materia il : ent
o the ST loan starts from the 6th year and is realised in 3 equal annual instaimer:

T o
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Managing Transitions
lable by the State Government

d incentives made aval

13. Rehabilitation Subsidies:
k industrial units.

These include all concessions, reliefs an

for revival and rehabilitation of closed and sic
ment to units seeking to expand and

14. Development Incentives: .
These include all incentives offered by the State Govern
diversify:
15. Facilities fo
~ Units classified as such b
assistance, Iaf,l.d, and power connections ex
16. Facilities for Electronics Units: f
From September 1, 1990 all such units have sales tax e::cempted or a
Technical support services are also provided to small and medium-scale units.

17. Eacilities for Non-resident Indians (NRI/OCB):
NRI/OCB are given topmost priority on all matters O
of developed land/factory shed/power connection/telephone connec

ort-oriented Units.' .
r 100% Exp ia have sanctions and disbursement of

y the Government of Ind ] .
pedited on 2@ priority basis.

period of five years,

f incentives/facilities including allocation
tion/telex, etc.

Expediting the Procedures

18. Effective Monitoring Assistance:
State and district level committees meet periodically to take the measures necessary to facilitate
and speed up the procedures for setting up new industrial ventures and to ensure their smooth

running.
Exploring the Future

19. Miscellaneous Initiatives:
BSIDC has several programmes in hand under consideration for directly and indirectly providing

help and opportunities for industrial enterprise.
(i) Data Bank and Management Training Institute: A modermn data bank hooked to NIC's

paﬁonal computer network for improved decision support and an institute to train local entrepreneurs
in management skills and disciplines.
i (i) Growth Cf?elntc;es: lelese are being developed by the State Government with assistance from
e Government of India and IDBI in no-industry districts to make th i i d
thus foster balanced industrial growth: in the State. el lH R
(iii) Science and Technology Entre is i
. preneurs Parks: This is a speci
Ranch:( for the development of industries based on high technologyp ol com
iv) Electronics Estates: Two industrial j ' i
provisions of raw materials bank. ERles Ee prelecien sxehieual
e B B e bt e e
penditure in getting IS! certification is reimbursed by the State

Government.

plex being set up at

y for electronics with

Q]l ] r s i 5 a /f afayn . f'
E]{-]Stﬁﬂg- ] I . I / l l l f ] i i

cation of
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Conclusion

Besides Central Government incentives and subsidies: the State Govemments too offer fiscal

and monetary incentives and subsidies to help entrepreneurs setting up their industries in the states

to overcome certain disadvantages. The entrepreneurs ar _ he Stateﬁ f:lg‘\ﬁlgggcsfdﬁ
of incentives, subsidies. The foremost incentive 15 2 stable government with excelie

iuat 1abili secipli dedicated and skilled {abour force. However
e e Avelabilly e discpline cletcaI sales tax, octroi, and subsidised loan- The state

do attract industries by giving incentives in regar : -
incentives have helped in large measure in attracting entrepreneurs to set-up industries and atccellecrztte
the process of industrialisation. State i d subsidies have help'ed entrepren_eUrs 0 o) 3
their projects and industrialise the state on a firm foundation. The innovations of state 1ncen.twes az}
ave been playing in the process of industrial

subsidies indicate their adaptivity and the vital role they h ) s
development, spanning rural and urban, backward and non-backwarcl, orgamsed and unorgamsfz !
each sector needing different approaches, strategies,

large, medium and small sectors of the economy —
skills and techniques.

| (ANNEXURE-IJ
s in Selected States

Major Incentives and Concessions to SSI Unit

Guijarat Category | Areas

Category Il Areas

1. Capital [nvestment

Subsidy
Tiny Industries

25% of eligible fixed capital
investment

35% of eligible fixed
capital investment

20% of eligible fixed capital

30% of eligible fixed
investment with a maximum

capital investment with a
maximum of ¥ 30 lakh of ¥ 20 lakh

Small-scale Indus-

tries

9. ° Sales Tax Incentives
Tiny Industries 100% of eligible fixed 100% of eligible fixed

Small-scale Industries capital investment for capital investment for

9 years 6 years
3. Additional Sales Tax Available to employment-
Benefits oriented units
4, Sales Tax Benefits 100% of fixed capital 75% of fixed capital
for 100% EOUs investment for 10 years investment for 8 years
Other Incentives: to Priority allotment of land
100% EOUs and raw materials.

I
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| Maharashtra

1 iR Sales Tax incentive to new SSI
units as Exemption/Deferral/
Interest free unsecured loan.

xT =

|
i 2. Special capital incentive for SSI
| units only. '
,5
f-.'
|
3 Refund of Octroi/Entry Tax in

the form of a grant up to 100%
of the admissible.

Fixed Capital Investment to
New SSI units.

4, (a) Refund of electricity duty
to new SSI units.
(b) Refund of electricity duty
to new units in Electronic
Hardware Technology
Parks (EHTPs) and to 100%

EQOUEs.

B

D

100% of Fixed Capital Investment

for 6 years
110% of Fixed Capital Investment

for 8 years
120% of Fixed Capital Investment

for 10 yeats

130% of Fixed Capital Investment for 12 years
15% of Fixed Capital Investment with

a maximum of ¥ 7 lakh

20% of Fixed Capital Investment with

a maximum of ¥ 10 lakh

95% of Fixed Capital Investment with

a maximum of ¥ 15 lakh

D + 30% of Fixed Capital Investment

with a maximum of ¥ 20 lakh

B for a period of 5 years

C for a period of 7 years

D for a period of 9 years

D + for a period of 12 years

D Grant for a period of 7 years
D + Grant for a period of 10 years
(A) Grant for a

(B)  period of

(C) 5 years

(D)  Grant for a period of

(D+) 7 years

Note: Taluka in the State have been classified as A, B, C, D and D+ in the order of most to least deué!oped areas.

Kerala

1. Investment subsidy for thrust industries

(electronics, rubber, processing,
food processing, light engineering,
drugs and pharmaceuticals, leather,
clay and silica based industries and
garment manufacturing industries),

2. (a) Sales Tax exemption/deferment
to all new industrial units and

existing units undertaking expansion

diversification and modernisation.
(b) Additional option of SSIs only.

15% of Fixed Capital Investment subject to a
maximum of ¥ 20 lakh. Also available to
existing units undertaking expansion,
diversification and modernisation.

Exemption for 7 years/deferment for 10 years
up to a ceiling of 100% of fixed Capital
Investment.

To deposit the Sales Tax with the Government |
in the ‘Tax for Growth Fund’,
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Concessions to ensure a market for

pmducts manufactured by SSI units
in the State.
emption from electricity duty and

onhancement in power tariff.

ts ® 583

nce of 15% for all departmen-
de by State public
rations.

A price prefere
tal purchases, purc
sector enterprises a

To all new units for t

hases ma
nd statutory corpo

he first five years.

P

/-_
Tamil Nadu

L

State Capital Subsidy in most back-
ward talukas and other specified areas

Special Subsidy for select category
of industry
(a) To encourage priority and sunrise

industries.
(b) For leader and electronic units.

Concessions in power tariff for three
years for all units (except located in
metropolitan areas)

Generator subsidy for certain
industries

Liberalised Sales Tax waiver/

deferal scheme up to a ceiling of total
investment in fixed assets

(a) Full wavier for five years

(b) Deferral for 9 years

(c) Deferral for 5 years up to a
maximum of 60%

Subsidies and concessions to women

enirepreneurs

(a) For units where women
constitute more than 30% of
the work-force

(b) Reservation in the allotment of
industrial sheds and developed
plots.

20% of fixed assets with @ ceiling of X 20
lakh

15% of fixed assets with a ceiling of X 15

lakh
A sum not exceeding T 15 lakh based on

10% of cost of fixed assets

z 20 lakh, and

¥ 35 lakh respectively

1%t year 40% of energy charges

ond year 30%

3d year 20%

15% of the cost of narrator subject to a .
maximum of ¥ 5 lakh

New and existing units located in most back-
ward talukas

New units located in 82 backward talukas and
in government developed industrial areas.

New industries in other areas

5% additional capital subsidy up to a
maximum of ¥ 5 lakh

30% reservation in all new Industrial Estates
and Industrial Complexes developed by
Government organisations.
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584 ® Management of a Sm

West Bengal

1. One-time subsidy on [nvestment in
Plant and Machinery
(a) Valued up to Z 2 lakh

(b Valued above T2 lakh

One-time subsidy on cost of

2.
drawing power line and installation
of transformer

3. One-time subsidy on cost of purchase
and installation of Gen. Sets

4. Waiver of Electricity duty w.e.f. the
date of commencement of activities

5. Exemption from payment of Octroi/
Entry Tax w.e.f. the date of
commencement of activities

6. Exemption of Sales Tax on purchase

of Raw Material
(a) for new SSI units

(b) for expansfon/modemisation

all-scale In clustry

40% for industries in B, C and D category and
for specified industries in A category districts
15% for industries in A and B category
districts, 20% in C and 30% in D category

districts

20% in B. C and D category districts only

he location provided

25%, irrespective of t
the Power Supply

such cost is not home by

Agency

100% for a period of 5 years in B, C and D
category districts only

100% for a period of 3 years in B, C and D
category districts only

for 5 years for A, B and C category and

100%
9 years for D category districts

100% for 4 years in A (specific industries
only) and B category di_stricis and 6 and 8 years

ndertaking expansion/modemisation.

[l as for units u
ped areas.

The incentives are

Notes: (i)
Districts in the State have been classified a

(ii)

available for new SSI units as we
and D in the order of most to least develo

sA B C
* ¥k

Scanned with CamScanner



L—M — e

wavxa 5? ;\QQ‘M—’H'ﬁ,

\Mkwm oﬁ& bo e Cﬁk dﬁ {-rqcio_ ]owmnu_e ‘
and Commeree: ALker Glebolizaion, &m@zaweq
and ?mvc&uz@ 6N lQLWMQ,SS koS I ergon Z
ﬂﬂg cw\é/ meg Qﬂ“ﬁfio—ﬂﬂﬁnﬂﬁ A ovifont 2ot

. WLMM‘OM ol '{—g wi E&?

Aty ooy . MELLsSer IVQ‘% W’“%‘F"-’)
vacer d‘f' Q_QilouMﬂqvgﬁ %wowv)q 7

s

L,qm. Padio Q« 5 Cuwﬁ&udh be_

: @‘(‘M\QJ; d:% 'M_;[.Q/‘:V\ bU“O K :8 '_r YlQ_wd/t
- rancta dresnaction fn bm:K
S y\oﬁg tuq{rg/g\ +o QQJMML J("L.Q CMWA%QJQ\Q ch/l

bwkw?ﬂo He 16 \V"\‘;?ww "Q'Dk"')m 4"\{ _'QM’]Q‘}Q_Q

0 4 necossony st tha ieadad .
J(\r_-wopﬁoﬂ (S Qm\lwff"ci;d m@@i end Symmarizd .
Thic wovk 1o clome b&%w% - Aq‘ievw 1@@5
Yo Bnonciol frampchon e

~oQQ 8S e @ WA%& djém
O\C_Cnmkﬁd %’Q anrar br Xt Looks The E—

L %’"“ do hiorr L |
b W Urdon
Fepos e s & ond comfurent> Ty
?vou,;.s %Of Acmﬂr\“’ﬁ

| AM? o le S&g’{cm@&vc_ }752)@1?7‘0"1 szugqa

mw&ﬁ MW}& Q\M’ﬂ%ﬂzjf Vw}%ﬁ/

ngl. H\&M){WW O/HQAMWMW ﬁ“’*’lm@ |

Scanned with CamScanner



V

._ Gj\& M“%ﬂa/ uu% J\MQ-)“Q

%”wh@’\ Tﬁﬁwwﬁo b nofft or Loss f%” a7l
E? 1o Gnd tha value and MAM ; ﬁwwﬁ
Lecote ond. Uabilifiy and guonans ‘?ﬁ/*‘fz

In o&-&uwwcb; quﬁﬁ e Q&f

éat o:\g K;meQ _ concarned fx’”l’*’l“r% i

-enMg_yH,\_Qi L onrd] fr oy actHons
%8 ﬁéqmc}& ?@.qud ¥

cﬁﬂ‘qaqci

Ji &umw auwd Df‘@bf‘? M

w\“a be jﬁww e ]M%AZL ol
it Qné, ngmw ?, ncmu m m
il % &QM% can be.. Q&i%
e 6?*“*‘@”' "’:E g - %Mﬁ:?
wmwc,mi‘ ;FM wqosza:Q'l\ o~

_-f

Scanned W|th CamScanner



| e e e i A e AR ) D e TR o B I e R e —— e

S T——

.. £ "o * -

R e_c,m,@é »uu&_c &ﬁ 6&”2&1 % ﬂm%g
Intererttd ures {Qw ﬂ@ﬁ e\au,s fmg s
C@%N&c aj& meo Amar

T&mmoﬁm c;ﬁ Occm ; f—?‘%ﬂ W‘Q
> neepedy o o {“W%%W %"\ frm sty ;.
Yado « ww#u@cﬂ 4 aﬁl qcom«cee»«fﬁ*
| wainkeiny o ook @?\DW\’@ Thw“ g :C’CQCL‘W_ el
: UMGW s Qqcmo&ﬁc Nmﬁo\—-‘_"’_ ST &

| A gv\ww' 74”2 itp il
iy Atrassndion crastty raaride
geﬂ\ﬁ*ﬂ‘ﬁﬂ: dﬁﬁ Y‘@Ck& 2000 a:jQ @{%ﬁdw&cl fo H’)

 ppeinabon B dactim-ekigy fop o g,
v e e Q-*‘r*“%‘k“”‘*"“’“ anizehio foy

% > ) ~%Gi0,9""w/m Q%

SN V\ﬂ“‘“f\e‘;(J

“vigBoradion hat ore '\9&12‘} Hromed ikl Ha
!; | W\W‘@qz WM{?%M&’J ,. JV“\O& ﬁ)‘“ﬁ%&{\. 9 'ﬁ b:L
{ R ATV SER e L W%Mg

%

Scanned with CamScanner



g et pRmoca o s
Dy Camr s &L aﬁwwmb | v
ond Wl i l?fw‘ﬂﬂo 0\/ ndy and other
s’ MG pdh s O eiion ‘abodt
@DT %*‘;O"“Q& r\ﬁ%&m S

s 20 -

o Scénn'ed with CamScanner



Awﬁ \&C\?&MQL N

Acpading hoy Hs o Friropay holoy and

'J((C),w L Onhe \oamsdﬁ Aheje *‘hubiﬁr

| eed) ™) raprdid 8 W’&”Q"gg e {‘O
a

d Yo rewdds That - "‘j%c‘] e
W

W
' \_g A% (LL(L a) ‘LSQ'JMQQ

A{:Mﬁ Lsen Ayt

= Ve e “om a’fju}i% é‘rocha
l' C, ol éﬁ bwn
r:ﬁuwﬁ%ﬂ%&gw& errdy o M'S.

\.Quﬂm&,c ‘"&‘“MCHM

o Qoss cfl Yot \QMVWLSS 58

et Aefior
- T X Ay o0 j;diﬁﬁ Whedker Wb&‘i |
fose LS B

BU_MY\QSS Ly ran
b eSS W"'d JPFF‘J( = mwwk&

Scanned with CamScanner



.
WMA b aeisy Pref
W ov a‘lnm 2;‘&\ uj) @ %Liﬁjp
Yneawe and Q/ﬁ})“\ch"@“‘- j"“% UH\‘UP E)WU}Q{' 728 Qﬂj‘j
Dy -No c&z)y\c} ;%V\MC\cLQ lP ot THen ﬂf?-kk.a lgumvm;; b
Qe 1e :Wé in aycertedniy
| PY.»b\w\c:aQ %)omjdm o —H\L end i? a’“"’? &“lo& Fvv\

% coflod  Palong
oL, O,Q[{qxaﬂ g’(a.ggﬁ
giﬁ \\SSP&T%?O“I 0 Wik qSS'O:QT and Djode} Uey o

S\/\WY\ w}u ‘MQ b\‘“%ﬁqp
(3015'( 0/)&(5)“30&71‘(‘ %—Q/Q
whather ke Ts &N QL
&Q&\Qﬂ@ ard o W9E @OKQJ?E\?
: uo:QI/\

5o MOt “’““QSC\“”LQ |
UGk
OQ“AQLS\"QQ& s, s oxcag Qlabq-rh%r%ﬁ
Aot DR e assels onuesy
MW#S\Q = ‘¢,Sb£a!w«9 T e other Qag,
nonc “JMZ msﬂgd’“”c}. ) ﬂ{ﬂmq uao.m!\

}% wm&d‘ A: cho'w%a "@”’*"\aﬁ@h o '“* vkd

_ _Id"-l \OLUMQS-S W 'PLCK/
%Q’Nw G—%\J’ho(}ﬂ M—Q—M‘O_&(i /}) _
gore ore VDT Bon. e O lpae 220 C”‘W—‘
Koot \\ﬂ@:’ﬁm l\») }\? }bgcﬁwt_ v U\h"i’/
AL ' O_);&'{fw Q"j/ &Qﬁ'\vw

%ﬁf . pe W@Oiﬁqg& q@wn%ﬂ

Magem - PR

Scanned with CamScanner



