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CHAPTER -  9
SMALL BUSINESS AND ENTREPRENEURSHIP
Q1. Investment limit in plant and machinery for micro manufacturing enterprises is ___________.                                                                                                          (1)
(a) Rs. 1 crore
(b) Rs. 25 lakh
(c) Rs. 1 lakh 
(d) Rs. 10 lakh
Q2. SSIs contribute to gross industrial value added of India about __________.  (1)
(a) 95%
(b) 40%
(c) 45%
(d) 50%
Q3. Incentive which is not given by government to industries in backward ,tribal and hilly areas, is                                                                                                    (1)
(a) Exemption from GST
(b) Power at concessional rates
(c) Preferential allotment of raw materials
(d) Free advertising in TV and newspapers
Q4. Entrepreneurs undertake                                                                                 (1)
(a) Calculated risks
(b) High risks
(c) Low risks
(d) Moderate and calculated risks
Q5. Which of the following cannot be protected under copyright :                       (1)
(a) Music
(b) Drawings
(c) Video games
(d) Actors
Q6. What is the role of an entrepreneur in contributing towards Intellectual Property Rights?                                                                                                      (1)
(a)  Recognise and respect others' Intellectual Property Rights
(b) Be creative and innovative
(c) Protect their own Intellectual Property 
(d) All of these 
Q7.  What are the different parameters used to measure the size of a business?    (3)
Q8. What are the incentives provided by the government for industries in backward and hilly areas?                                                                                                       (3) 
Q9. How would you differentiate between an ancillary unit and a tiny unit?        (4)
Q10. State the features of cottage industries.                                                          (4)
Q11. Describe the role of small business in rural India.                                         (4)
Q12. Discuss the problems faced by small scale industries.                                   (4)
Q13. What measures has the government taken to solve the problems of finance and marketing in the small scale sector?                                                                 (4)
Q14. Ram ,Kabir and Gurpreet are three friends who belong to the same village , they have completed their MBA education , with this aim they want to lo such a business which will generate more employment and output mobilise local resources , and contribute to balanced regional development . for this they set up a small - scale industrial unit in their own village.
do you think will be able to contribute to the development of rural , backward areas of the country ? explain .                                                                                         (4)
Q15. How do small scale industries contribute to the socio-economic development of India?                                                                                                                  (6)
Q16. Rajan wants to start a business unit manufacturing Khadi items His friend who makes craft items, suggests him to start a small - scale industries
(a) State any four incentives to small - scale industries .
(b) Name two institutions set up by the government of India to promote small-scale industries in rural India .Explain their role .                                                           (6)
Answers
Ans 1. (b) Rs. 25 lakh
Ans 2. (b) 40%
Ans 3. (d) Free advertising in TV and newspapers
Ans 4. (a) Calculated risks
Ans 5. (c) Video games
Ans 6. (d) All of these
Ans 7. Some of the important parameters that are used to measure the size of business are listed below:
1. Capital invested in the business
2. Number of units produced by the business
3. Total number of persons employed by the business
4. Value of output of the goods produced
5. Power consumed by the business
Ans 8. The following incentives are offered by the Government in backward and hilly areas:
1. Land: The government has offered lands at reduced rates in order to encourage setting up of small industries.
2. Banking and Finance: The Government is offering subsidies in loans, amounting up to 10-15% for establishing business in backward areas. This is done to encourage business, as capital is essential to start any business.
3. Raw Materials: Availability of raw materials for setting up industries in hilly or backward areas is very scarce, so the government has made sure to provide the raw materials such as cement, steel and iron to expedite industry set up.
4. Tax exemption: The Government has encouraged new business by promising tax exemption for industries in backward areas.
5. Power: Electricity is essential for a business and to operate machinery, so to help more businesses to start, the government is providing electricity at 50% discounted rate.
Ans 9. 
	Basis of Comparison
	Ancillary industrial units
	Tiny units

	Definition
	Units supplying 50% of production to the parent industries are known as ancillary units.
	Industries that invest less in their machinery till 25 lakh are known as tiny units.

	Investment limit
	Investment can go up to 1 crore
	Investment can be till 25 lakh

	Obligation
	These units supply 50% of their production to the parent company.
	There exist no such rules or obligations

	Examples
	Examples of such industries will be those involved in production of tools, machine spare parts, utilities for primary industries.
	Example of such units are shops selling stationery, photocopy centres.



Ans 10. Cottage industries are characterised by the following features:
1. These industries are owned by individuals who have invested their resources into these units.
2. Such type of industries do not hire much labour, it is mostly operated by family members.
3. Skills required for maintaining a cottage industry is often available within particular families.
4. The amount of capital invested is very less.
5. Production techniques are indigenous which requires labour-intensive work.
6. The production is primarily for consumption by self and family, while some portion of it is sold in the market to earn some money.
Ans 11. Small scale businesses help the economy in the following ways:
1. Small scale industries, especially rural and cottage industries, play a major role in providing employment opportunities to the population in rural areas. It is very helpful for people who are economically weak.
2. Small scale industries play a key role in distribution of income by providing the opportunity to set up industries all across the country.
3. As small scale businesses are active throughout the year, they provide employment opportunities round the year, and hence help in combating seasonal unemployment and improve conditions of the rural people.
4. Small scale businesses help drive the growth of economy. It accounts for 45% of overall exports, which greatly contributes to economy.
5. It helps in developing rural areas, and stops the inflow of rural population into urban areas in search of employment.
Ans 12. Small scale industries face the following problems:
1. There exists a lack of funds for people starting in this sector as investment is mostly self-financed and the other source of funds can be from moneylenders or local financial agencies or agents.
2. Small industries often face shortage of raw materials due to unavailability of finance. Also, the lack of a proper supply chain and logistics in rural areas results in shortage of raw materials that hinders proper functioning.
3. As the wages are less, they are able to hire semi-skilled labourers, which results in lack of talented manpower that impacts their efficiency.
4. The small scale industries are unable to spend significantly on marketing due to lack of funds
5. The products need to be sold in the market and this is done with the help of middlemen, that leads to eating away of profit.
6. There are many small scale industries that make use of outdated and also obsolete machinery. This lowers productivity and renders operations non-feasible.
Ans 13. These are some steps taken by the government for promoting business in small scale:
1. Established National Bank for Agriculture and Rural Development (NABARD) so that rural development can be promoted. This organisation is mainly involved in providing easy and cheap credit facility to small scale industries, cottage industries and rural industries.
2. SIDBI or Small Industries Development Bank of India was set up to help in providing financial assistance to small scale industries.
3. World Association for Small and Medium Enterprises or WASME is an international non-governmental organisation that helps address the problems of medium and small-sized enterprises. It has started a committee for Rural Industrialisation for designing a model for the growth and development of rural industries.
4. The government set up NSIC or National Small Industries Corporation in 1955 to promote, foster and aid the growth of small business in the country.
5. NCEUS or The National Commission for Enterprises in the Unorganised Sector was formed in September 2004 with the primary objective of improving the small scale industries and enhance their global competitiveness. It focuses on solving problems faced by small enterprises in the unorganised sector.
Ans 14. YesRam , Kabir and Gurpreet will be able to contribute of rural , backward areas of the country by up a small - scale industrial unit in their own village .
The small -scale businesses play a significant role from the socio - economic development point of view of the Indian economy , the following points highlight their contribution , especially , backward areas :
 (i) Generation of employment : - small -scale industries (SSIs) prove employment opportunities in the rural areas , especially for the traditional artisans and the Weaker sections of society.
(ii) Output generation : SSIs contribute almost 40 per cent of the gross industrial value added , small industries in our country supply an enormous , domestic utensils , leather , plastic and rubber goods , etc,
(iii) Rural industrialisation and balanced regional development :- the development of village and rural industries leads to industrialisation in rural areas SSIs produce simple products by using simple technology and local resources they can be anywhere in the country , thus balanced regional development is possible .
(iv) Mobilisation of local resources:- small business facilitates mobilisation and utilisation of local resources and skills which might otherwise remain unutilised .
Ans 15. Small scale industries contribute to socio-economic development in the following ways:
1. Small scale industries constitute the largest share of industries in India. It accounts for around 45% of total exports. Some of the most prominent industries are gems and jewellery, sports goods, handicrafts, etc.
2. Small scale industries employ the second most number of people only after agriculture and also generate more opportunities for employment as per capital invested.
3. Manufacturing simple products with minimum capital investment, they benefit the people of the region and help eradicate regional imbalances with respect to industrial development.
4. By ensuring rapid decision making it enables faster implementation of projects that results in enhanced output.
5. It requires very less capital to start, thereby providing a means to interested citizens to become self-employed
6. Custom-made products for customers who are looking for customised solutions.
Ans 16. (a) The Government of India provides a number if incentives to the small -scale industries (SSIs) in India for the industrial development of rural , backward areas .
 (i) availability of land at concessional rates
(ii) supply of power at a concessional rate of 50 %
(iii) Supply of water on no profit no loss basis or with 50% concession
(iv) Loans at concessional rates .
(B) Two institutions set up by the Government of India to promote small-scale industries in rural India are :
 (i) National small industries Corporation (NSIC):- this was set up in 1955 to promote , aid and foster the growth of small business units in India .it supplies indigenous and imported machines and raw materials to SSIs on easy Hire -purchase schemes It exports the products of SSIs . it provides technology to SSIs and creates awareness in technological upgradation .
(ii) District Centres (DICs):- they provide and integrated administrative framework at the district level they provide all the services and support facilities to the entrepreneurs for setting up small and village industries.
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