
Chapter 8: Small Business and Entrepreneurship 

1. Meaning and Importance of Small Business 

• Definition: Small businesses are independently owned businesses 

with limited investment and turnover. 

• Importance: 

o Employment generation 

o Rural and regional development 

o Reducing income disparities 

o Boosting export potential 

2. Role of Small Business in India 

• Employment Opportunities: Generates a large number of jobs, 

especially in rural areas. 

• Economic Growth: Contributes significantly to the Indian GDP and 

export sector. 

• Balanced Regional Development: Small businesses help reduce 

urban-rural income disparities. 

• Flexibility and Adaptability: Small businesses can adapt quickly to 

changes in demand and technology. 

3. Problems of Small Business in India 

• Finance and Credit: Limited access to institutional finance and high 

costs of loans. 

• Inadequate Infrastructure: Poor transportation, power, and 

communication facilities. 



• Technology and Skills: Lack of modern technology and skilled labor 

force. 

• Marketing Constraints: Difficulty in competing with larger firms, 

lack of branding, and limited reach. 

4. Government Assistance to Small Businesses 

• Institutional Support: 

o National Small Industries Corporation (NSIC): Provides 

machinery, marketing, and other support. 

o Small Industries Development Bank of India (SIDBI): Offers 

finance and development support. 

• Government Schemes: 

o Prime Minister's Employment Generation Programme 

(PMEGP): Provides financial aid for setting up small 

businesses. 

o Micro Units Development and Refinance Agency Ltd. 

(MUDRA): Provides loans for micro and small enterprises. 

• Incentives: Tax concessions, subsidies, and training programs for 

skill enhancement. 

5. Entrepreneurship 

• Definition: Entrepreneurship is the process of designing, launching, 

and running a new business. 

• Role of an Entrepreneur: 

o Innovator: Creates and implements new ideas, products, and 

business models. 

o Risk-bearer: Assumes the risk of business ventures. 



o Manager: Coordinates resources effectively to achieve 

business goals. 

• Characteristics of an Entrepreneur: 

o Visionary thinking 

o Risk tolerance 

o Perseverance 

o Leadership skills 

 


