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Entrepreneurship final.pdf

	1. Someone who exercises  initiative by organizing a venture to take benefit of
an opportunity and, as the decision maker, decides what, how, and how much of a good
or service will be produced.
An entrepreneur supplies risk capital as a risk taker,
and monitors and controls the business activities. The entrepreneur is usually a sole
proprietor, a partner, or the one who owns the majority of shares in
an incorporated venture.
According to economist Joseph Alois Schumpeter (1883-1950), entrepreneurs are
not necessarily motivated by profit but regard it as a standard for measuring achievement
or success.
The word “entrepreneur” is derived from the French verb enterprendre, which means ‘to
undertake’. This refers to those who “undertake” the risk of new enterprises. An enterprise
is created by an entrepreneur. The process of creation is called “entrepreneurship”.
Entrepreneurship is a process of actions of an entrepreneur who is a person always in
search of something new and exploits such ideas into gainful opportunities by accepting the
risk and uncertainty with the enterprise.
Characteristics of Entrepreneurship:
Entrepreneurship is characterized by the following features:
1. Economic and dynamic activity:
Entrepreneurship is an economic activity because it involves the creation and operation of
an enterprise with a view to creating value or wealth by ensuring optimum utilisation of
scarce resources. Since this value creation activity is performed continuously in the midst of
uncertain business environment, therefore, entrepreneurship is regarded as a dynamic
force. Entrepreneurship involves a continuous search for new ideas. Entrepreneurship
compels an individual to continuously evaluate the existing modes of business operations so
that more efficient and effective systems can be evolved and adopted. In other words,
entrepreneurship is a continuous effort for synergy (optimization of performance) in
organizations.
3. Profit potential:
“Profit potential is the likely level of return or compensation to the entrepreneur for taking
on the risk of developing an idea into an actual business venture.” Without profit potential,
the efforts of entrepreneurs would remain only an abstract and a theoretical leisure activity.
4. Risk bearing:
The essence of entrepreneurship is the ‘willingness to assume risk’ arising out of the
creation and implementation of new ideas. New ideas are always tentative and their results
may not be instantaneous and positive.
 


	2. An entrepreneur has  to have patience to see his efforts bear fruit. In the intervening period
(time gap between the conception and implementation of an idea and its results), an
entrepreneur has to assume risk. If an entrepreneur does not have the willingness to
assume risk, entrepreneurship would never succeed.
Importance of Entrepreneurship:
Entrepreneurship offers the following benefits:
1. Development of managerial capabilities:
The biggest significance of entrepreneurship lies in the fact that it helps in identifying and
developing managerial capabilities of entrepreneurs. An entrepreneur studies a problem,
identifies its alternatives, compares the alternatives in terms of cost and benefits
implications, and finally chooses the best alternative.
This exercise helps in sharpening the decision making skills of an entrepreneur. Besides,
these managerial capabilities are used by entrepreneurs in creating new technologies and
products in place of older technologies and products resulting in higher performance.
2. Creation of organisations:
Entrepreneurship results into creation of organisations when entrepreneurs assemble and
coordinate physical, human and financial resources and direct them towards achievement of
objectives through managerial skills.
3. Improving standards of living:
By creating productive organisations, entrepreneurship helps in making a wide variety of
goods and services available to the society which results into higher standards of living for
the people.
Possession of luxury cars, computers, mobile phones, rapid growth of shopping malls, etc.
are pointers to the rising living standards of people, and all this is due to the efforts of
entrepreneurs.
4. Means of economic development:
Entrepreneurship involves creation and use of innovative ideas, maximisation of output from
given resources, development of managerial skills, etc., and all these factors are so
essential for the economic development of a country.
 


	3. Factors affecting Entrepreneurship:
Entrepreneurship  is a complex phenomenon influenced by the interplay of a wide variety of
factors.
Some of the important factors are listed below:
1. Personality Factors:
Personal factors, becoming core competencies of entrepreneurs, include:
(a) Initiative (does things before being asked for)
(b) Proactive (identification and utilisation of opportunities)
(c) Perseverance (working against all odds to overcome obstacles and never complacent
with success)
(d) Problem-solver (conceives new ideas and achieves innovative solutions)
(e) Persuasion (to customers and financiers for patronisation of his business and develops &
maintains relationships)
(f) Self-confidence (takes and sticks to his decisions)
(g) Self-critical (learning from his mistakes and experiences of others)
(h) A Planner (collects information, prepares a plan, and monitors performance)
(i) Risk-taker (the basic quality).
2. Environmental factors:
These factors relate to the conditions in which an entrepreneur has to work. Environmental
factors such as political climate, legal system, economic and social conditions, market
situations, etc. contribute significantly towards the growth of entrepreneurship. For
example, political stability in a country is absolutely essential for smooth economic activity.
Frequent political protests, bandhs, strikes, etc. hinder economic activity and
entrepreneurship. Unfair trade practices, irrational monetary and fiscal policies, etc. are a
roadblock to the growth of entrepreneurship. Higher income levels of people, desire for new
products and sophisticated technology, need for faster means of transport and
communication, etc. are the factors that stimulate entrepreneurship.
Thus, it is a combination of both personal and environmental factors that influence
entrepreneurship and brings in desired results for the individual, the organisation and the
society.
 


	4. Types of Entrepreneurs:
Depending  upon the level of willingness to create innovative ideas, there can be
the following types of entrepreneurs:
1. Innovative entrepreneurs:
These entrepreneurs have the ability to think newer, better and more economical ideas of
business organisation and management. They are the business leaders and contributors to
the economic development of a country.
Inventions like the introduction of a small car ‘Nano’ by Ratan Tata, organised retailing by
Kishore Biyani, making mobile phones available to the common may by Anil Ambani are the
works of innovative entrepreneurs.
2. Imitating entrepreneurs:
These entrepreneurs are people who follow the path shown by innovative entrepreneurs.
They imitate innovative entrepreneurs because the environment in which they operate is
such that it does not permit them to have creative and innovative ideas on their own.
Such entrepreneurs are found in countries and situations marked with weak industrial and
institutional base which creates difficulties in initiating innovative ideas.
In our country also, a large number of such entrepreneurs are found in every field of
business activity and they fulfill their need for achievement by imitating the ideas
introduced by innovative entrepreneurs.
Development of small shopping complexes is the work of imitating entrepreneurs. All the
small car manufacturers now are the imitating entrepreneurs.
3. Fabian entrepreneurs:
The dictionary meaning of the term ‘fabian’ is ‘a person seeking victory by delay rather than
by a decisive battle’. Fabian entrepreneurs are those individuals who do not show initiative
in visualising and implementing new ideas and innovations wait for some development
which would motivate them to initiate unless there is an imminent threat to their very
existence.
4. Drone entrepreneurs:
The dictionary meaning of the term ‘drone’ is ‘a person who lives on the labor of others’.
Drone entrepreneurs are those individuals who are satisfied with the existing mode and
speed of business activity and show no inclination in gaining market leadership. In other
words, drone entrepreneurs are die-hard conservatives and even ready to suffer the loss of
business.
 


	5. 5. Social Entrepreneur:
Social  entrepreneurs drive social innovation and transformation in various fields including
education, health, human rights, workers’ rights, environment and enterprise development.
They undertake poverty alleviation objectives with the zeal of an entrepreneur, business
practices and dare to overcome traditional practices and to innovate. Dr Mohammed Yunus
of Bangladesh who started Gramin Bank is a case of social entrepreneur.
Functions of an Entrepreneur:
The important functions performed by an entrepreneur are listed below:
1. Innovation:
An entrepreneur is basically an innovator who tries to develop new technology, products,
markets, etc. Innovation may involve doing new things or doing existing things differently.
An entrepreneur uses his creative faculties to do new things and exploit opportunities in the
market. He does not believe in status quo and is always in search of change.
2. Assumption of Risk:
An entrepreneur, by definition, is risk taker and not risk shirker. He is always prepared for
assuming losses that may arise on account of new ideas and projects undertaken by him.
This willingness to take risks allows an entrepreneur to take initiatives in doing new things
and marching ahead in his efforts.
3. Research:
An entrepreneur is a practical dreamer and does a lot of ground-work before taking a leap in
his ventures. In other words, an entrepreneur finalizes an idea only after considering a
variety of options, analyzing their strengths and weaknesses by applying analytical
techniques, testing their applicability, supplementing them with empirical findings, and then
choosing the best alternative. It is then that he applies his ideas in practice. The selection of
an idea, thus, involves the application of research methodology by an entrepreneur.
4. Development of Management Skills:
The work of an entrepreneur involves the use of managerial skills which he develops while
planning, organizing, staffing, directing, controlling and coordinating the activities of
business. His managerial skills get further strengthened when he engages himself in
establishing equilibrium between his organization and its environment.
However, when the size of business grows considerably, an entrepreneur can employ
professional managers for the effective management of business operations.
5. Overcoming Resistance to Change:
New innovations are generally opposed by people because it makes them change their
existing behavior patterns. An entrepreneur always first tries new ideas at his level.
 


	6. It is only  after the successful implementation of these ideas that an entrepreneur makes
these ideas available to others for their benefit. In this manner, an entrepreneur paves the
way for the acceptance of his ideas by others. This is a reflection of his will power,
enthusiasm and energy which helps him in overcoming the society’s resistance to change.
6. Catalyst of Economic Development:
An entrepreneur plays an important role in accelerating the pace of economic development
of a country by discovering new uses of available resources and maximizing their utilization.
To better appreciate the concept of an entrepreneur, it is desirable to distinguish him from
an entrepreneur and promoter. Table 4.1 outlines the distinction between an entrepreneur
and entrepreneurs, and Table 4.2 portrays basic points of distinction between an
entrepreneur and promoter.
Quality / Traits of successful entrepreneur:
a. Personality Traits
i. Dynamic
ii. Intellectual & Competent
iii. Vision
iv. Flexibility
v. Sense of responsibility
vi. Good Character
vii. Take initiative
b. Managerial Traits:
i. Technical Knowledge
ii. Organizing ability
iii. Human Relations
iv. Power of judgment
v. Ability to integrate
vi. Other traits
 


	7. Maslow’s Need Hierarchy  Theory:
The classic theory, Abraham Maslow’s hierarchy of needs, is supposed to help us to
understand human motivation. Maslow grounds his pyramid with physiological needs such
as food, shelter and sleep, followed by safety needs that include financial and job security.
Maslow states that these basic needs must be met before mid-level needs such as
belonging, love and self-esteem can be achieved.
Finally, Maslow wrote that only those who have met all of the four previous needs could
reach the nirvana that is self-actualization, the ability to reach your potential or to be self-
fulfilled. If this were true, no one would ever become an entrepreneur.
Let’s start at the bottom and work our way up to the top of his pyramid. Remember,
Maslow’s theory is that humans are motivated to fulfill their base needs before they are able
to pursue higher-level needs.
Physiological needs
True entrepreneurs sacrifice basic needs for their passions. We know an entrepreneur who
used to sleep on her office floor several nights each week when the business was in rapid
growth mode. She said she couldn’t afford to go home -- her business needed her. She was
willing to give up the comforts of home, a warm shower and even a good night’s sleep for
her burgeoning business.
Many entrepreneurs get so busy that they forget to eat or sacrifice healthy home cooking
for what they can get quickly just to sustain themselves. Entrepreneurs push themselves to
the breaking point, enduring high levels of stress as they confront the unknown path ahead.
Safety/security
Contrary to Maslow’s theory, often the first act of becoming self-actualized is to throw away
safety and financial security with both hands. Entrepreneurs quit their well-paying jobs,
mortgage their houses and max out credit cards in their attempts to turn their dreams into
reality.
Rather than demand security before being able to think about higher-level motivations,
entrepreneurs tend to lay it all on the line in risky startup ventures. They seem to believe
that the failure statistics just don’t apply to them and their ideas.
We spent many months living off savings before our first paying consulting role. We didn’t
care. We wanted our firm to succeed and were willing to risk our home, investments and
savings to make it happen.
Belonging/love
Most entrepreneurs find less time for family and friends when pursuing their dreams. The
needs of the business take over. Entrepreneurs miss their kids' little league baseball games,
drinks with friends and dinners with the family.
Instead of feeling more of a part of things, at least in the beginning, entrepreneurs often
feel isolated, cut off from everything but the drive to birth their new enterprise. We know an
entrepreneur who gave up her marriage instead of her business. Her husband said it was
either him or her growing company. She chose her company.
 


	8. Self-esteem/respect
Friends and family  members may think the entrepreneur crazy for giving up so much for his
or her new enterprise. They may question the entrepreneur’s judgement in quitting his or
her job and risking financial security for the sake of his or her ambitions.
They may call them crackpots, idealist and dreamers. Friends and relatives may stop taking
the entrepreneur’s calls fearing it is another request for a favor or funding. Entrepreneurs
push self-doubt away as they drive towards their goals.
Self-actualization
The entrepreneurs we know start with self-actualization. They are fulfilling their dreams and
desires with every pitch to investors, sale to a customer or addition to their product and
service offering. They are one with their endeavors and the struggle is part of the joy.
We don’t think Maslow knew any entrepreneurs. If he did, he would never have put forth his
theory.
McClelland Acquired Needs Theory:
McClelland proposed that one's needs are acquired over time as a result of their
experiences - a notion that soon turned into what is now known as the acquired needs
theory. As McClelland studied the needs of various individuals, he was able to classify them
as either being achievement-, power-or affiliation-based. That is, every person holds an
aspiration for achievement, power or affiliation. Interestingly, each person has a tendency
to be motivated by one of these needs more so than by the other two. Consequently, a
person's behavior and performance at work are strongly influenced by the most meaningful
of the three needs.
Need for Achievement
The need for achievement is greatest for those individuals who have a strong desire to
excel. Achievers seek neither power nor approval; rather, their only focus is on success.
Achievers prefer work that has a moderate chance for success (about 50/50) and tend to
 


	9. avoid situations that  are low-risk and those that are high-risk. Low-risk situations are
avoided because of the presumed ease of accomplishment related to low-risk activities and
the belief that things which come easy are not a true measure of success. High-risk
situations are avoided by achievers because of the fear that success might be more related
to luck than actual effort. Achievers need to be able to see the correlation between the level
of effort they exert and the success that results.
The achiever prefers to work alone or with other achievers. Managers of achievers should
work to provide them with challenging projects filled with attainable goals. For example,
because Maria has a high need for achievement, her manager Sam might ask her to work
independently on projects that allow for her to use her knowledge and skills in a way that
challenges her, but at the same time provide her with a clear path for how she can
successfully accomplish her task. Additionally, achievers appreciate managers who provide
frequent recognition of how well they are doing so that they can monitor their progress,
making feedback extremely important to achievers.
Need for Power
Those with a high need for power seek agreement and compliance; approval and
recognition are not of their concern. Managers of power seekers should provide them with
an opportunity to manage others. However, they must pay special attention to the type of
power seeker they are. Power seekers who are after personal power have a strong desire
to control others or cause them to behave in a way that is consistent with the power
seeker's wishes. For example, Shawn has a high need for personal power and often
manipulates his employees to do his work for him. He later takes credit for it.
On the other hand, those power seekers who need institutional or social power work to
use their power to help mobilize efforts aimed at organizational goals. For example, Marco
has a high need for institutional power and is regarded as a person who is capable of
bringing necessary changes to the organization due to his charisma and ability to assemble
and motivate employees to work towards some organizational goal in a matter of minutes.
As you might have guessed, because Marco is a manager with a high need of institutional
power, he is far more effective as a manager than Shawn, who has a high need for personal
power.
Need for Affiliation
Being liked by others is the main goal of people with a high need for affiliation. Affiliation
seekers are more interested in approval rather than recognition or power and will
consequently act in ways in which they believe will earn the endorsement of others. They
also tend to avoid conflict with others at all costs. Affiliation seekers prefer to work in
groups and happily conform to the norms of the group. They thrive in situations where they
can interact with others and have opportunities to build close interpersonal relationship.
Therefore managers of affiliation seekers should provide them with opportunities to work in
a cooperative environment.
Motivation factors of Entrepreneurship:
While some researchers have classified the factors motivating entrepreneurs into ‘push’
(compulsion) and ‘pull’ (choice) factors, most of the researchers have classified all the
factors motivating entrepreneurs into internal and external factors as follows:
 


	10. Internal Factors:
These include  the following factors:
1. Desire to do something new.
2. Become independent.
3. Achieve what one wants to have in life.
4. Be recognized for one’s contribution.
5. One’s educational background.
6. One’s occupational background and experience in the relevant field.
External Factors:
These include:
1. Government assistance and support.
2. Availability of labour and raw material.
3. Encouragement from big business houses.
4. Promising demand for the product.
One research study (Murthy et. al. 1986) reports that entrepreneurs are motivated to start
business enterprises due to the following three types of factors:
1. Ambitious factors.
2. Compelling factors
3. Facilitating factors.
 


	11. Difference between an  Entrepreneur and a Manager
Base of Difference Entrepreneur Manager
1. Motive The main motive of an
entrepreneur is to start a
venture by setting up an
enterprise. He understands
the venture for his personal
gratification.
But, the main motive of a
manager is to render his
services in an enterprise
already set up by someone
else i.e., entrepreneur.
2. Status An entrepreneur is the owner
of the enterprise.
A manager is the servant in
the enterprise owned by the
entrepreneur.
3. Risk Bearing An entrepreneur being the
owner of the enterprise
assumes all risks and
uncertainty involved in run-
ning the enterprise.
A manager as a servant does
not bear any risk involved in
the enterprise.
4. Rewards The reward an entrepreneur
gets for bearing risks
involved in the enterprise is
profit which is highly
uncertain.
A manager gets salary as
reward for the services
rendered by him in the
enterprise. Salary of a
manager is certain and fixed.
5. Innovation Entrepreneur himself thinks
over what and how to
produce goods to meet the
changing demands of the
customers. Hence, he acts as
an innovator also called a
‘change agent’
But, what a manager does is
simply to execute the plans
prepared by the
entrepreneur. Thus, a
manager simply translates
the entrepreneur’s ideas into
practice.
6. Qualifications An entrepreneur needs to
possess qualities and
qualifications like high
achievement motive, origi-
nality in thinking, foresight,
risk -bearing ability and so
on.
On the contrary, a manager
needs to possess distinct
qualifications in terms of
sound knowledge in
management theory and
practice.
What is a small enterprise?
Sometimes called a small business, a small-scale enterprise is a business that employs
a small number of workers and does not have a high volume of sales. Such enterprises are
generally privately owned and operated sole proprietorships, corporations or partnerships.
Problem of small enterprises in Nepal and Global?
There are many problems that enterprises are facing in Nepal they are as follows.
1. Interference: Interference is the main problems of management in Nepal. Government and
political leaders interfere in the management of public enterprises of Nepal. Similarly members
of greater shareholders family interfere in the management of private firm. Such interference
is found in all the managerial functions like planning, organizing and controlling.
2. Lack of finance: The other management problems of major industries is the lack of necessary
financial resource. It is difficult to get loan from bank for industry. Banks provide loan only by
taking good security. As good loan proposal is to be prepared, copy of feasibility study is to be
attracted with and complex process is to be fulfilled.
 


	12. 3. Small market:  Nepal's market is small and limited. There is no access to all parts of the
country. As small quantity of goods is to be produced for small market, the production cost
reaches high. As a result the price of the goods also goes high. Since Chines and Indian goods
enter Nepal at lower price, Nepalese industries cannot compete with the Chines and Indian
goods. This also has shrunken the market of Nepalese industries. So small market is also a
problem for management.
4. Lack of mutual trust: There is dearth of mutual trust in Nepal. Mutual trust cannot be found
even among the departments, levels and employees of the organization. Due to lack of trust
authority is not delegated to the lower levels. Such mistrustful environment becomes
detrimental to the industries. Similarly such mistrust is found between public and private
sectors. The government plays only the role of controller rather than helper. So lack of trust
has remained as great problem of management.
5. Lack of efficiency manpower: Efficient and skilled manpower cannot be found in Nepal's
labour market. Labor is supplied from the crowed of unskilled and inefficient people. This
creates a problems in management. Only traditional labor from agriculture sector is supplied
to industrial sectors. Totally inexperienced and unknown persons are to be employed and
make them experienced. So this is also a management problem.
6. Lack of technical knowledge: The manager working in organization should have technical
knowledge. But the manager working in the business of Nepal have not got technical
knowledge. Because of the absence of technical knowledge in other employees, except the
related ones, organizational performance cannot be effective. So the lack of technical
knowledge in employees is also a great problem for management.
7. Labour problems: Labour organization gives pressure on management to fulfil their interest
by holding demonstration, calling for strike, locking up, sit in etc. As the leaders of labour
organization are affiliated to political parties and leaders, the labour organization becomes
strong. The management is compelled to compromise with the labour organization even
against interest of the enterprise or organization.
8. Lack of infrastructure: The infrastructure such as transport, communication, electricity, water
supply etc. become necessary for industrialization. But these infrastructure are not available
properly. So this is also a great problems for management.
 


	13. Rural Entrepreneurship can  be defined as entrepreneurship emerging at village level
which can take place in a variety of fields of Endeavour such as business, industry, agriculture
and acts as a potent factor for economic development”
What are the Importance of Rural Entrepreneurship?
Rural entrepreneurs play a vital role in the overall economic development of the
country. The growth and development of rural industries facilitate self-employment, results
in wider dispersal of economic and industrial activities and helps in the maximum utilisation
of locally available raw materials and labour. Followding are some of the important role which
rural industries play in ameliorating the socio-economic conditions of the rural people in
particular and the country in general.
Proper utilisation of local resources:
Rural industries help in the proper utilisation of local resources like raw materials and
labour for productive purposes and thus increases productivity. They can also mobilise rural
savings which help in increase of rural funds.
Employment generation:
Rural industries create large-scale employment opportunities for the rural people. The
basic problem of large-scale unemployment and underemployment of rural India can be
effectively tackled through rural industrialisation.
Prevents rural exodus:
Lack of employment opportunities, heavy population pressure and poverty forced the
rural people to move to urban areas for livelihood. It creates rural urban imbalance. Under
these circumstances, rural industries help in reducing disparities in income between rural and
urban people and acts as a potential source of gainful employment. This prevents rural people
to migrate to urban areas.
Fosters economic development:
Rural industrialization fosters economic development of rural areas. This curbs rural
urban migration on the one hand and also reduces disproportionate growth of towns and
cities, growth of slums, social tensions and environmental pollutions etc. on the other.
 


	14. Earnings of foreign  exchange:
Rural industries play an important role in increasing the foreign exchange earnings of
the country through export of their produce.
Producers, goods of consumers' choice:
Rural industries including village and cottage industries produce goods of individual
consumers' choice and taste. Jewellery, sarees, artistic products are produced to cater to the
needs of different consumers according to their taste, design and choice.
Entrepreneurial development:
Rural industries promote entrepreneurial development in the rural sector. It
encourages young and promising entrepreneurs to develop and carry out entrepreneurial
activities in the rural sector which finally facilitate the development of the rural areas.
What are the major problems faced by rural enterprises?
Rural industries is constrained with several problems. The growth of rural industries is not
very healthy due to the following factors:
Lack of infrastructural facilities:
Rural areas are characterized by poor infrastructural farcicalities in the field of roads,
electricity, street lighting, road transport etc. which hampers the smooth movement of various
industrial activities. This is a major problem faced by rural entrepreneurs.
Financial constraints:
Most of the rural entrepreneurs face financial crunch in setting up rural industries
because of the non-supportive attitude of financial institutions and banks which work more
on papers. The procedures and conditions to avail a loan is so time consuming that its delay
often disappoints the entrepreneur. Due to this, the entrepreneurs are forced to take credit
from village money lenders who charges exorbitant rate of interest.
Lack of technical know-how:
As rural industries are labour intensive, they cannot afford to introduce sophisticated
techniques and methods of production which is very expensive. Lack of technical know-how,
appropriate technology and training create immense problem in the growth of rural industries.
Without this, productivity and increased profit is a distant dream.
Marketing problems:
Marketing of rural products has not been well developed. Promotion, distribution and
implementation of customer feed-back is lacking. Rural industries cannot compete with their
urban counterparts. Dealers exploit the rural industries in the traditional sector. Lack of proper
communication facilities and marketing information adds to the problem to large extent.
Lack of adequate knowledge and information:
Though information technology has substantially developed in the modern world and
has penetrated into the rural areas through internet, rural people hardly availed its benefits.
Because, rural people do not have adequate information avenues. They are not
knowledgeable, trained and motivated to achieve more and more in their own sphere.
 


	15. Raw materials:
Rural industries  face a tough task in procuring and storing raw materials. Since rural
industries are small they procure raw materials from middlemen at higher prices. Lack of
warehousing facilities in the rural sector also costs more towards storing of raw materials.
Legal problems:
Rural industries need compliance of various legal formalities in obtaining the
government's approval and license for carrying out industrial activities. But rural
entrepreneurs find it extremely difficult to comply with various legal formalities due to
sometimes complex legal provisions or illiteracy and ignorance.
Besides the above problems, lack of awareness and knowledge about the importance of rural
industries stand as a major problem before rural entrepreneurs. Added to this another
problem crops up relates to the disinterest shown by rural people to assume rural
entrepreneurship as career. The ninth plan has also sorted out the problems of rural industries
as follows:
 Inadequate flow of credit
 Use of obsolete technology, machinery and equipment
 Poor quality standards
 Inadequate infrastructural facilities.
Role of commercial bank in Nepal:
Besides performing the usual commercial banking functions, banks in developing countries
play an effective role in their economic development. The majority of people in such countries
are poor, unemployed and engaged in traditional agriculture. There is acute shortage of
capital. People lack initiative and enterprise. Means of transport are undeveloped. Industry is
depressed. The commercial banks help in overcoming these obstacles and promoting
economic development. The role of a commercial bank in a developing country is discussed
as under.
1. Mobilising Saving for Capital Formation:
The commercial banks help in mobilising savings through network of branch banking. People
in developing countries have low incomes but the banks induce them to save by introducing
variety of deposit schemes to suit the needs of individual depositors. They also mobilise idle
savings of the few rich. By mobilising savings, the banks channelise them into productive
investments. Thus they help in the capital formation of a developing country.
2. Financing Industry:
The commercial banks finance the industrial sector in a number of ways. They provide short-
term, medium-term and long-term loans to industry. In India they provide short-term loans.
Income of the Latin American countries like Guatemala, they advance medium-term loans for
one to three years. But in Korea, the commercial banks also advance long-term loans to
industry.
 


	16. In Nepal, the  commercial banks undertake short-term and medium-term financing of small
scale industries, and also provide hire- purchase finance. Besides, they underwrite the shares
and debentures of large scale industries. Thus they not only provide finance for industry but
also help in developing the capital market which is undeveloped in such countries.
3. Financing Trade:
The commercial banks help in financing both internal and external trade. The banks provide
loans to retailers and wholesalers to stock goods in which they deal. They also help in the
movement of goods from one place to another by providing all types of facilities such as
discounting and accepting bills of exchange, providing overdraft facilities, issuing drafts, etc.
Moreover, they finance both exports and imports of developing countries by providing foreign
exchange facilities to importers and exporters of goods.
4. Financing Agriculture:
The commercial banks help the large agricultural sector in developing countries in a number
of ways. They provide loans to traders in agricultural commodities. They open a network of
branches in rural areas to provide agricultural credit. They provide finance directly to
agriculturists for the marketing of their produce, for the modernisation and mechanisation of
their farms, for providing irrigation facilities, for developing land, etc.
They also provide financial assistance for animal husbandry, dairy farming, sheep breeding,
poultry farming, pisciculture and horticulture. The small and marginal farmers and landless
agricultural workers, artisans and petty shopkeepers in rural areas are provided financial
assistance through the regional rural banks in India. These regional rural banks operate under
a commercial bank. Thus the commercial banks meet the credit requirements of all types of
rural people.
5. Financing Consumer Activities:
People in underdeveloped countries being poor and having low incomes do not possess
sufficient financial resources to buy durable consumer goods. The commercial banks advance
loans to consumers for the purchase of such items as houses, scooters, fans, refrigerators,
etc. In this way, they also help in raising the standard of living of the people in developing
countries by providing loans for consumptive activities.
6. Financing Employment Generating Activities:
The commercial banks finance employment generating activities in developing countries. They
provide loans for the education of young person’s studying in engineering, medical and other
vocational institutes of higher learning. They advance loans to young entrepreneurs, medical
and engineering graduates, and other technically trained persons in establishing their own
business. Such loan facilities are being provided by a number of commercial banks in India.
Thus the banks not only help inhuman capital formation but also in increasing entrepreneurial
activities in developing countries.
 


	17. 7. Help in  Monetary Policy:
The commercial banks help the economic development of a country by faithfully following the
monetary policy of the central bank. In fact, the central bank depends upon the commercial
banks for the success of its policy of monetary management in keeping with requirements of
a developing economy.
Thus the commercial banks contribute much to the growth of a developing economy by
granting loans to agriculture, trade and industry, by helping in physical and human capital
formation and by following the monetary policy of the country.
Role of development banks in Nepal?
Capital Formation:
The significance of Development Finance Institutions or DFIs lies in their making
available the means to utilize savings generated in the economy, thus helping in capital
formation. Capital formation implies the diversion of the productive capacity of the economy
to the making of capital goods which increases future productive capacity. The process of
Capital Formation involves three distinct but interdependent activities, viz., saving financial
intermediation and investment. However, poor country/economy may be, there will be a need
for institutions which allow such savings, as are currently forthcoming, to be invested
conveniently and safely and which ensure that they are channeled into the most useful
purposes. A well-developed financial structure will therefore aid in the collections and
disbursements of investible funds and thereby contribute to the capital formation of the
economy. Indian capital market although still considered to be underdeveloped has been
recording impressive progress during the post-interdependence period.
Support to the Capital Market:
The basic purpose of DFIs particularly in the context of a developing economy, is to
accelerate the pace of economic development by increasing capital formation, inducing
investors and entrepreneurs, sealing the leakages of material and human resources by careful
allocation thereof, undertaking development activities, including promotion of industrial units
to fill the gaps in the industrial structure and by ensuring that no healthy projects suffer for
want of finance and/or technical services. Hence, the DFIs have to perform financial and
development functions on finance functions, there is a provision of adequate term finance and
in development functions there include providing of foreign currency loans, underwriting of
shares and debentures of industrial concerns, direct subscription to equity and preference
share capital, guaranteeing of deferred payments, conducting techno-economic surveys,
market and investment research and rendering of technical and administrative guidance to
the entrepreneurs.
 


	18. Rupee Loans:
Rupee loans  constitute more than 90 per cent of the total assistance sanctioned and
disbursed. This speaks eloquently on DFI’s obsession with term loans to the neglect of other
forms of assistance which are equally important. Term loans un supplemented by other forms
of assistance had naturally put the borrowers, most of whom are small entrepreneurs, on to
a heavy burden of debt-servicing. Since term finance is just one of the inputs but not
everything for the entrepreneurs, they had to search for other sources and their abortive
efforts to secure other forms of assistance led to sickness in industrial units in many cases.
Foreign Currency Loans:
Foreign currency loans are meant for setting up of new industrial projects as also for
expansion, diversification, modernization or renovation of existing units in cases where a
portion of the loan was for financing import of equipment from abroad and/or technical know-
how, in special cases.
Subscription to Debentures and Guarantees:
Regarding guarantees, it is well-known that when an entrepreneur purchases some
machinery or fixed assets or capital goods on credit, the suppliers usually asks him to furnish
some guarantee to ensure payment of installments by the purchaser at regular intervals. In
such a case, DFIs can act as guarantors for prompt of installments to the supplier of such
machinery or capital under a scheme called ‘Deferred Payments Guarantee’.
Assistance to Backward Areas:
Operations of DFI’s in India have been primarily guided by priorities as spelt out in the
Five-Year Plans. This is reflected in the lending portfolio and pattern of financial assistance of
development financial institutions under different schemes of financing. Institutional finance
to projects in backward areas is extended on concessional terms such as lower interest rate,
longer moratorium period, extended repayment schedule and relaxed norms in respect of
promoters’ contribution and debt-equity ratio. Such concessions are extended on a graded
scale to units in industrially backward districts, classified into the three categories of A, B and
c depending upon the degree of their backwardness. Besides, institutions have introduced
schemes for extending term loans for project/area-specific infrastructure development.
Moreover, in recent years, development banks in India have launched special programmes
for intensive development of industrially least developed areas, commonly referred to as the
No-industry Districts (NID’s) which do not have any large-scale or medium-scale industrial
project. Institutions have initiated industrial potential surveys in these areas.
Promotion of New Entrepreneurs:
Development banks in India have also achieved a remarkable success in creating a
new class of entrepreneurs and spreading the industrial culture to newer areas and weaker
sections of the society. Special capital and seed Capital schemes have been introduced to
provide equity type of assistance to new and technically skilled entrepreneurs who lack
financial resources of their own even to provide promoter’s contribution in view of long-term
benefits to the society from the emergence of a new class of entrepreneurs. Development
 


	19. banks have been  actively involved in the entrepreneurship development programmes and in
establishing a set of institutions which identify and train potential entrepreneurs. Again, to
make available a package of services encompassing preparation of feasibility of reports,
project reports, technical and management consultancy etc. at a reasonable cost, institutions
have sponsored a chain of 16 Technical Consultancy organizations covering practically the
entire country. Promotional and development functions are as important to institutions as the
financing role. The promotional activities like carrying out industrial potential surveys,
identification of potential entrepreneurs, conducting entrepreneurship development
programmes and providing technical consultancy services have contributed in a significant
manner to the process of industrialization and effective utilization of industrial finance by
industry. IDBI has created a special technical assistance fund to support its various
promotional activities. Over the years, the scope of promotional activities has expanded to
include programmes for up gradation of skill of State level development banks and other
industrial promotion agencies, conducting special studies on important issues concerning
industrial development, encouraging voluntary agencies in implementing their programmes
for the uplift of rural areas, village an cottage industries, artisans and other weaker sections
of the society.
Impact on Corporate Culture:
The project appraisal and follow-up of assisted projects by institutions through various
instruments, such as project monitoring and report of nominee directors on the Boards of
directors of assisted units, have been mutually rewarding. Through monitoring of assisted
projects, the institutions have been able to better appreciate the problems faced by industrial
units. It also has been possible for the corporate managements to recognize the fact that
interests of the assisted units and those of institutions do not conflict but coincide. Over the
years, institutions have succeeded in infusing a sense of constructive partnership with the
corporate sector. Institutions have been going through a continuous process of learning by
doing and are effecting improvements in their systems and procedures on the basis of their
cumulative experience.
The promoters of industrial projects now develop ideas into specific projects more
carefully and prepare project reports more systematically. Institutions insist on more critical
evaluation of technical feasibility demand factors, marketing strategies and project location
and on application of modern techniques of discounted cash flow, internal rate of return,
economic rate of return etc., in assessing the prospects of a project. This has produced a
favorable impact on the process of decision-making in the corporate seeking financial
assistance from institutions. In fact, such impact is not continued to projects assisted by them
but also spreads over to projects financed by the corporate sector on its own.
The association of institutions in the management of corporate bodies has considerably
facilitated the process of progressive professionalism of the corporate management.
Institutions have been able to convince the corporate managements to appropriately re-orient
their organizational structure, personal policies and planning and control systems. In many
 


	20. cases, institutions have  successfully inducted experts on the Boards of assisted companies.
As part of their project follow-up work and through their nominee directors, institutions have
also been able to bring about progressive adoption of modern management techniques, such
as corporate planning and performance budgeting in the assisted units. The progressive
professionalism of industrial management in India reflects one of the major qualitative
changes brought about by the institutions.
IEDI:
The Industrial Enterprise Development Institute (IEDI), a national resource organization
committed to entrepreneurship development through training, research, and consultancy and
enterprise education was established in 1996 as a successor of Industrial Enterprise
Development Centre which itself was a successor of former Small Business Promotion Project
(SBPP), a joint project of Ministry of Industry and German Technical Cooperation (GTZ)
established in 1984. The approach pioneered and developed in Nepal by the project is being
implemented in more than 70 countries in Asia, Africa and South America, under the name of
CEFE (Creation of Entrepreneurs, Formation of Enterprises).
With a need to provide sustainability and weathering the challenges of entrepreneurship
development in Nepal, IEDI’s new focus is to provide services to a maximum number of
organizations involved in enterprise development. With this in mind, IEDI’s main thrust has
become the capacity development of intermediary organizations. For this, it carries out R&D,
testing and dissemination of best practices in business development services, suitable to the
different target groups and regions in Nepal.
Objectives of IEDI.
1.
To assist organizations, institutions, industries and enterprises through need-based services such as
trainings, entrepreneurship and management development, feasibility studies, consultancy and training
of trainers.
2. To provide quality support services to industry/enterprise development.
3.
To carry out need-based action research to provide quality services for enterprise promotion and
development.
4.
To conduct need-based programs to develop technical, entrepreneurial and management related know-
how and skills.
5. To carry out research and development related activities.
6. To establish and develop projects and organizations for enterprise development.
 


	21. Target Groups of  IDEI:
1. Potential Entrepreneurs who want to establish their own enterprises.
2. Existing Entrepreneurs/Enterprises who are running their enterprises.
3. Intermediary Organizations involved in enterprise development.
Department of Industry
औ ोिगक िवकासको मा मवाट नेपालको अथत लाई सु ढ बनाउने ममा उ ोग स ी नीित िनयम तथा
कानूनको काया यनको लािग िज ेवार रहेको उ ोग म ालय अ गतका िवभागह म े उ ोग िवभाग पिन
एक हो । औ ोिगक वसाय ऐन, २०४९ संशोधन भए पिछ थीर जेथा तीन करोड पैया भ ा वढी भएको मझौला
तथा ठू ला उ ोगह र िवदेशी लगानी संल सबै िकिसमका उ ोगह यस िवभागको काय े िभ पदछन् । यसै
गरी उ ोग वसायमा ने िवदेशी लगानी तथा िविध ह ा रण स ी र औ ोिगक स ि संर ण स ी
कायह पिन यस िवभागको काय े िभ पदछन् । उ ोग िवभागवाट स ादन ग रने मु मु कायह िन
बमोिजम छन् ।
िवभागको काम,कत र अिधकार
उधोग म ालय अ ्तगतको◌े िवभाग रहेको यस उधोग िवभागलाई तोिकएका कायह देहाय बमोिजम छन ।
 औ ोिगक िवकासका लािग देशी एवं िवदेशी लगानी व ् धन गन ।
 औ ोिगक एवं िवदेशी लगानी कानून र नीितको तजुमा गन सघाउ पुयाउने ।
 उ ोग दता एवं अनुमित िलनु पन उ ोगको अनुमित दान गन ।
 तीन करोड पैयाभ ा विढ थर पूजी लगानी भएका मझौला वा ठू ला उ ोगह दता गन ।
 िवदेशी लगानी िविध ह ा रण तथा िवदेशी ऋणको ीकृ ित दान गन ।
 िवदेशी लगानीकताह को वेशा ा (VISA) िसफा रश गन ।
 औ ोिगक सुिवधा तथा स िलयत िसफा रश गन ।
 औ ोिगक स ि स ी शासिनक कायह गन ।
 उ ोगह को ार क वातावरणीय परी ण स ी ितवेदन ीकृ त गन ।
 उ ोगह को क ा पदाथ खपतको चmक तयार गन ।
 आव कतानुसार उ ोगह को वातावरणीय प लगायतका िवषयह को अनुगमन गन ।
 भारत िनकासी ने औ ोिगक व ुह को उ ितको माण प जारी गन सहयोग गन ।
 औ ोिगक व ् धन बोड र एक ार सिमितको सिचवालयको काय गन ।
 


	22. Introduction CTEVT:
 The  Council for Technical Education and Vocational Training (CTEVT) constituted in
1989 (2045 BS) is a national autonomous apex body of Technical and Vocational
Education and Training (TVET) sector committed for the production of technical and
skillful human resources required to the nation. It mainly involves in policy formulation,
quality control, preparation of competency based curriculum, developing skill
standards of various occupations and testing the skills of the people, conduct various
research studies and training needs assessment etc.
 It has an assembly consisting of 24 members and a governing board known as Council
comprising nine members. Minister of Education chairs both the Assembly and the
Council. The Council has a full time Vice-Chairperson and a Member-Secretary.
Vision
 Skilling Nepal for Peoples Prosperity
Mission
 CTEVT is a vibrant organization promoting TVET system to develop a competent
workforce for national and international market needs
Goals
In order to achieve and attain the mission and vision, CTEVT has set the following six goals:
1. Expand TVET programs for ensuring access and equity
2. Ensure quality, relevant and efficient TVET system
3. Enhance effectiveness and efficiency of CTEVT management
4. Establish NVQF to ensure its compatibility with education framework
5. Extend technical input to establish TVET Fund
6. Establish effective coordination with and among TVET Stakeholders
Major Responsibilities
 CTEVT mainly has the following responsibilities:
 Provide advice to the Government of Nepal regarding TEVT policy and programs.
 Determine scope and standards of TEVT programs.
 Arrange for and conduct TEVT Programs from basic level to higher education.
 Liaison and maintain coordination with national and international TEVT agencies for
quality education and training.
 Grant recognition and provide accreditation services to programs and institutes run by
government, non-government, and private sector.
 Coordinate and maintain the standard of training by providing curriculum and learning
materials.
 Conduct monitoring and supervision of TEVT programs and activities of government
and non-government institutions.
 Make necessary arrangements for the operation of polytechnics, short-term vocational
training, apprenticeship trainings and mobile training programs.
 


	23.  Establish and  operate all kinds and level of skilled development training programs to
produce skilled human resources through technical schools, mobile training and other
methods of technical and vocational training programs as recommended by the
council.
 Carry out research activities in the field of TEVT including training needs assessments/
job market analysis and follow up studies.
 Conduct technical instructors and management training programs to improve quality
of CEVT programs of institutions.
 Classify the skills/occupations, develop skill standards, administer skill tests and
provide certificates.
 Explore, obtain and mobilize national and international assistance needed for the
development of TEVT sector
 Establish institutional linkage with national and international agencies/universities for
recognition of the TEVT programs
 Enter into agreements or contract with national and international organizations and
agencies regarding TEVT Programs.
Industrial estates were established with objective to support industrial development
through provision of physical infrastructures and other services essential for the
establishment, operation and promotion of the industries. At present, there are a total of
11 industrial estates located in Balaju, Hetauda,
Patan, Nepaljung, Dharan, Pokhara, Butwal, Bhaktapur, Birendranagar, Dhankura and
Rajbiraj. Among the 524 industries in the industrial estates till FY 2006/07, 76 have been
closed, 59 are still under construction, and the fully operated industries are 389.
FNCCI:
The Federation of Nepalese Chambers of Commerce and Industry (FNCCI) is the
nationally and internationally recognized umbrella organization of business in Nepal.
Organized as a representative body of business organizations in the country, it represents the
interests of the private sector and is involved in promotion of socio economic development of
Nepal through private sector led economic growth.
Membership Structure
Registered as a national representative chamber in pursuant of section 3 of the National
Directives Act 1961 (Rastriya Nirdeshan Ain 2018) the FNCCI Membership is as follows.
The FNCCI Membership, at present, is comprised of:
 105 District / Municipality Level Chambers in 75 Districts of Nepal (including 1 Observer
chamber)
 99 Commodity / Sectoral Associations
 799 leading public and private sector undertakings
 20 Bi-national Chambers (including 8 observer chambers)
 


	24. The FNCCI is  represented in almost all national councils / boards / committees / policy
advisory bodies concerned with business and industry.
Vision:
"Leading the Nation's Economic Progress"
Mission:
"Facilitating Nepalese Businesses Become Globally Competitive"
Objectives:
The FNCCI objectives are determined by its statute. The objectives are to
 Promote the economic and social development of Nepal while protecting and defending the
rights and interests of the business persons of the entire country.
 Make effective and significant contribution to the development of open market economy while
recognizing the changes taking place in the global arena.
 Act as a supreme representative body of the trade and industry of the country while
supporting the national goals of self reliant and independent national economy.
 Foster cooperation with related national and foreign organisations
Functions:
The functions of The FNCCI are determined by its objectives. The work it has been involved
in, during the recent past, includes:
 Play a catalytic role in the business, industrial development in the country while establishing
sound industrial relations in the country..
 Reinforce business community's commitment to the society.
 Provide advisory services to government, lobby as and when required in formulation and
execution of business and industry related policies, acts and programs friendly to the private
sector.
 Foster cooperation with related Nepali and foreign Organizations.
 Provide up to date information to the business, government and the country at large.
 Create awareness and muster business and industry initiatives on issues like quality, social
responsibility, Corporate governance, campaigns against HIV/AIDS, child labour, environment
etc.
Functional Principles:
FNCCI- activities are guided by the following principles:
 Professionalism in operation..
 Partnership with government and development partner.
 Commitment to fairness, competition, transparency, de-regulation, de-centralization and de-
licensing.
 Confidence in market led private initiative.
 Extensive consultation with stakeholders while deciding on common industry and business
views as and proposals.
 


	25. BDS:
Business Development Services  (BDS) are generally defined as: “… services that improve the
performance of the enterprise, its access to markets, and its ability to compete. The definition
of ’business development service’… includes an array of business services [such as training,
consultancy, marketing, information, technology development and transfer, business linkage
promotion, etc.], both strategic [medium to long term issues that improve performance] and
operational [day-to-day issues]. BDS are designed to serve individual businesses, as opposed
to the larger business community.”
ILO and UNDP has been the key players behind the spreads of BDS.
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