
Class Notes 
Class: XI Topic: Small business 

Subject: BUSINESS STUDIES 

 

ENTREPRENEUR 

An individual who undertakes the risk of creating a new enterprise or exploiting newer ideas and converting 

them into gainful opportunities by accepting the risk and uncertainty is called an Entrepreneur. 

The process of creating an enterprise is called Entrepreneurship. 

 

Entrepreneurship Development(ED) 

The process of developing or improving the skills and knowledge of entrepreneurs through various training 

and classroom programs is called ED. 

 

IMPORTANCE OF ED 

Employment Opportunities: ED equips an individual to set up their own units. This helps to generate 

Employment opportunities for themselves and for others as well. Thus ED helps to reduce unemployment. 

 

Capital Formation: For setting an enterprise the entrepreneur organises funds through personal savings or 

Through borrowed funds. This way the idle funds are put to productive use. 

Thus Savings = Investment= Capital Formation = Economic Development. 

 

Balanced Regional Development: Usually the entrepreneurs prefer to set up their units in backward areas to 

take advantage of various government schemes. 

Thus ED promotes industrialisation in backward areas and leads to balanced regional development. 

 

Use of Local Resources: ED helps to educate, train and guide the individuals about using the local resources 

Effectively. This not only lowers the cost of production but also leads to optimum utilization of available resources. 

 

Improved standard of living: 
1. Increased employment opportunities raises income levels. 



2. Use of local resources helps enterprises to produce quality goods at lower cost.  

Increased income and good quality product at lesser prises increases the standard of living. 

 

Economic Independence: Production of variety of products at lower prices results in substituting imports and exporting 

Surplus production to other countries. 

Export promotion and Import substitution helps the country to achieve economic independence. 

 

Reduction in Social unrest: ED programs channelizes the latent talents into productive avenues ; thus helping individuals to 

Use their energy and mind in the right direction. Thus ED reduces social unrest by creating gainful employment.  

 

 

 

 

 

 

 

 

 

 

 

Enhances Managerial abilities: ED organises various educational and managerial training programs to enhance the required 

Skills in entrepreneurs so that they can run their enterprise efficiently. Thus ED enhances managerial abilities. 

   

START UP INDIA SCHEME 

A start up is an entrepreneurial venture which offers innovative product or a service which is either not currently offered 

In the market or is offered in an inferior quality. 

 

Features of a Start up 

1. Registered or incorporated in India. 

2. A start-up company can remain in the status of start-up only upto a maximum period of seven years from the date 

Of incorporation. 

3. Not more than five years has expired since its inception. 

4. It must not have an annual turnover exceeding 25 crores in preceding years. 

5. A start up must work towards innovation, development or improvement of a product or service. 

 

Funding of a Start up 

1. Self-Funding- The entrepreneurs arrange their own funds from their personal saving or borrow funds from friends or 

Relatives. 

2. Angel Investments – Angel investors are investors who invest their surplus money in start- up business. If required they 



May provide guidance along with investment. 

3. Crowd funding – Raising finds in the form of investments from different people at the same time by preparing a detailed 

Business plan and putting it in crowdfunding platform. 

4. Venture Capital – Venture capitalist are investors who invest large amount of money in a business which has high 

Potential to earn good profits. 

 

5. Participating in Contests – Various contests are held wherein entrepreneurs can participate and present their business 
plans 

And win cash prizes and inform people about their product or service. 

6. Bank loans –Banks provide short term or long term loans after evaluation of business plan. 

7. Finance from Non- Financial institutions – NFI’s like NBFC can also provide finance to the start-ups. 

8. Government Programmes and Schemes – Government has started various schemes to improve Start-up ecosystem in India. 

 

 

MUDRA scheme for SME’s is a famous scheme under which Shishu, Kishor and Tarun, these three types of loans are 
provided. 

 

INTELLECTUAL PROPERTY RIGHTS (IPR ) AND ENTREPRENEURSHIP 

Intellectual property ( IP) refers to creations of mind, innovations, literary and artistic work , symbols, names or images 
used in 

Commerce. 

IP helps entrepreneurs to use their innovations and creations to start new ventures. 

 

IPR are similar to other property rights wherein the entrepreneurs protect their inventions or creations legally. 

 

Advantages of IPR to entrepreneurs 

1. It helps to protect the idea from being copied by competitors. 

2. It ensures that all financial benefits related to the property belongs to the owner. 

3. It helps the entrepreneur to convince financial institutions for bigger investments. 

4. It builds confidence among consumers about the quality of the product. 

 

   
 Micro, Small and Medium Enterprises 

  
Several parameters can be used to measure the size of business units. These include the number of 
persons  



employed in business, capital invested in business, turnover of business, etc. 

  
The definition used by the Government of India to describe MSME is based on the investment in plant and machinery and 
turnover. 
           

Type of Units Investment in Plant and Machinery Turnover 

Micro  1 Crore Does not exceed 5 Crores 

Small 10 Crores Does not exceed 50 crores 

Medium 50 Crores Does not exceed 250 crores 
 

 

%  share in MSMES 

      

Micro Enterprises 99.4% 

Small Enterprises 0.52% 

Medium Enterprises 0.1% 
 

 

  Village Industries  

Village industry has been defined as any industry located in a rural area which produces any goods, renders any 
service with or without the use of power and in which the fixed capital investment per head or artisan or worker 

  is specified by the central government, from time to time.  

 

  Cottage Industries 

 
Cottage industries are also known as rural industries or traditional industries. They are not defined by capital  

   

investment criteria as in the case of other small scale industries. 
 

 Role of Small Business in India with special reference to Rural India 

  Employment opportunities: Small scale industries are the second largest employers of human resources 

 They account for 95% of the industrial units of the country.  

  Balanced Regional growth: These industries produce simple products using locally available resources. 

  Thus these industries can be set up in rural areas easily, leading to balanced regional growth. 

 Entrepreneurship Opportunities: These industries promote entrepreneurship skills of rural individuals. 

 Thus the latent skill and talents of people can be channelized into business ideas. 

 Low cost : Establishment and running expenses of these industries are on the lower side and 

 As they use the locally available resources the production cost is also low which enhances their  

 Competitiveness. 

 Quick and timely decisions: As the size of the small industries are small , quick and timely decisions can  



 be taken without consulting many people.  

 Government Assistance to Small Industries and Small Business Units 

   NSIC ( National Small Industrial Corporation) 

▪ It was established in 1955 to promote, aid and foster the growth of small business units in the  

  Country. 

▪ It assists small industries in marketing their products. 

▪ To provide plant and equipment to small scale industries on hire purchase basis. 
 

▪ To procure and supply indigenous and imported raw materials. 

▪ To export the products of small business units. 

▪ To develop small scale business units as ancillary to large scale industries. 

▪ To sensitise small industries about their credit rating through the “ Performance and Credit rating 

  Scheme.  

  

 DIC ( District Industries Centres) 

▪ It was launched in May 1978 to provide administrative framework at the district levels. 

▪ It provides services and support facilities to the entrepreneurs for setting up small and village  

 Industries. 

▪ It looks into some of the neglected factors such as the rural artisan, the skilled craftsman and the  

 Handloom operators and to tunes up these activities with the general process of rural development. 

▪ It arranges credit, machinery and equipment , raw materials and other services to the small scale  

 Industries. 

 

Process of Entrepreneurship Development 

1. Selection of people with high entrepreneurial potential: For the success of entrepreneurship  

 Development programme motivated people with high entrepreneurial potential must be selected so that  

 They can benefit the society at large. 

2. Identify the local market and right people: Entrepreneurship development programmes must identify  

 The needs of the local people, select people who understand their needs and develop plans according  

 To the local markets. 

3. Detailed methodology: The ED programmes should not only develop entrepreneur skills and ideas 



 But also teach them to use and gather resources to meet their goals. It should teach skills which can be  

 Used after the programme. 

4. Selection of trainers and facilitators: The success of the ED programmes depends on the quality and  

 Commitment of trainers who understand the culture, lifestyle and needs of potential entrepreneurs. 

5. Continuous development of ED programmes: Once an ED programme is developed and launched and 

 Is successful then it should be implemented nationwide with modifications. 

6. Government policies and support: ED programmes also needs government support in the form of 

 Policies which provides financial and non- financial support to the budding entrepreneurs. 
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