SUBJECT: ENTREPRENEURSHIP ESSENTIALS

Module 4: Government Support for
Entrepreneurship

Exhaustive Degree-Level Study Notes ¢ Units 24 — 29

| 24 Government Promotional Measures: Incentives, Subsidies,
and Bounties

The Economic Rationale Behind State Interventions

Government promotional measures represent deliberate macroeconomic interventions designed to
correct structural market failures, lower initial barriers to entry for young ventures, and minimize regional
industrial disparities. By providing fiscal and physical buffers, the state reduces the initial risk exposure
of private innovators, steering national capital toward high-growth, technology-intensive, or export-
oriented industrial manufacturing sectors.

Core Classifications of State Promotional Support

* Incentives: Motivational benefits extended to ventures to induce targeted industrial behaviors. Key
structures include Tax Holidays (exemption from corporate income taxes for a specified multi-year
developmental block), customized import duty exemptions on advanced capital machinery, and
accelerated depreciation allowances on specialized factory setups.

 Subsidies: Direct or indirect financial support intended to minimize daily operating expenses.
Examples include Power Subsidies (reimbursing power tariffs for heavy industrial units), Capital
Investment Subsidies (matching a fixed percentage of the initial asset setup costs), and Transport

Subsidies (offsetting logistical costs for ventures operating in remote or disadvantaged geographic
areas).



* Bounties: Direct state premiums or financial rewards paid to producers to stimulate specific outputs
or safeguard domestic industries (e.g., export performance bounties aimed at enhancing

international trade competitiveness).

| 25 Policy initiatives related to entrepreneurship including
those related to self-help group entrepreneurship

National Strategic Policy Frameworks

Government policy frameworks establish the institutional ground rules for venture creation ecosystems.
In India, policies like the National Policy for Skill Development and Entrepreneurship serve as a
master blueprint. This framework focuses on aligning vocational educational curriculums with practical
corporate demands, digitizing regulatory compliance workflows, setting up localized incubation
ecosystems, and building non-collateral debt guarantee frameworks to unlock hidden grassroots market
value.

Macro Policy Orientations for Self-Help Group (SHG) Development

To scale micro-ventures across rural economies, state policies have shifted from basic welfare support
to building active micro-enterprise sustainability frameworks. Key elements include:

The SHG Policy Integration Matrix:

* Priority Sector Lending Mandates: The Reserve Bank of India strictly requires
commercial banks to allocate a fixed percentage of their net lending capacity to
micro-enterprises and SHGs, ensuring capital access.

» Formal Credit Interlinking Models: Direct financial policies mapping SHG
organizational accounts to formal national banking systems, removing predatory
local money-lending structures.

- State Procurement Preferences: Explicit statutory policies requiring state
institutions and local bodies to source uniform items, office materials, or catering

lines directly from certified SHG consortiums.




| 26 Institutional Support: Central and state-level institutional
support for business units

The Institutional Support Architecture in India

Enterprises rely on a multi-tiered network of specialized state and central institutions designed to
provide infrastructure, technical guidance, and operational assistance:

Institution Name Operational Framework and Mandate Strategic Value Provided

DICs (District State-level nodal bodies operating at the Provides single-window

Industries Centres) district level to act as a single point of clearances, processes
contact for small-scale entrepreneurs. statutory license

applications, and
coordinates raw material

allocations locally.

NSIC (National A Central Government enterprise focused Assists with raw material
Small Industries on enhancing the competitive strength of procurement, facilitates
Corporation) MSMEs. participation in government

tenders, and coordinates

marketing assistance

programs.
SFCs (State State-level development financial Provides medium and long-
Financial institutions established under the SFCs Act term term debt capital to
Corporations) 1951. small and medium

industrial units for asset
acquisitions.

Infrastructure Infrastructure Assets: Industrial Estates and SEZs

The state optimizes manufacturing clusters by building specialized geographical zones that consolidate
critical infrastructure dependencies:

* Industrial Estates: Dedicated tracts of land developed and subdivided into factory sheds by state
bodies (e.g., KSIDC or KIADB). They provide pre-installed access to high-capacity power lines,



continuous industrial water supply, waste treatment plants, and integrated logistics hubs, reducing
early setup costs.

 Special Economic Zones (SEZs): Specially designated, duty-free enclaves treated as foreign
territories for tariff purposes under the SEZ Act 2005. Designed to accelerate export volume, attract
Foreign Direct Investment (FDI), and build infrastructure. SEZs unlock massive privileges, including
100% Income Tax exemptions under Section 10AA for the initial 5 years, single-window customs
clearances, and exemption from central sales taxes on domestic procurement.

| 27 Programmes and initiatives specifically targeted towards
self-help group entrepreneurship

To transition rural household savings units into active micro-businesses, the state runs targeted
enterprise programs:

- DAY-NRLM (Deendayal Antyodaya Yojana - National Rural Livelihoods Mission): A massive
central program designed to build efficient and effective institutional platforms for the rural poor. It
funds regular revolving credit injections and provides specialized capacity-building resources.

» SVEP (Start-up Village Entrepreneurship Programme): A targeted sub-component of DAY-NRLM.
It builds a local ecosystem to support rural startup creation, providing financial support lines,
structured business viability training, and creating a cadre of local consultants known as Community

Resource Persons for Enterprise Promotion (CRP-EP).

» Kudumbashree (Kerala State Poverty Eradication Mission): One of the world's most successful
women-oriented, community-based development programs. Operating through a three-tier structure
—Neighborhood Groups (NHGs), Area Development Societies (ADSs), and Community
Development Societies (CDSs)—Kudumbashree converts neighborhood micro-savings into active
community businesses (e.g., collective farming, IT units, apparel manufacturing, and local cafe
chains).



| 28 MSME Policy: Government's policy towards Small Scale
Industries (SSI)

The MSMED Act Structural Framework

The Micro, Small, and Medium Enterprises Development (MSMED) Act 2006 establishes the statutory
framework governing small-scale industries in India. Under modern revisions, enterprises are classified
using a composite metric tracking investment in plant and machinery alongside annual turnover

parameters.

Core Support Dimensions of MSME Policy

1. Entrepreneurial Input & Technical Assistance: Managed via MSME Development Institutes
(MSME-DIs) and specialized Central Tool Rooms, providing cutting-edge product design facilities,
testing labs, and high-precision engineering assistance to upgrade quality standards.

2. Strategic Marketing Assistance: Facilitated through the Government e-Marketplace (GeM) portal
—a mandatory digital marketplace where state bodies must source products directly from registered

MSMEs, opening up secure corporate revenue pipelines.

Industrial Sickness: Meaning, Causes, and Diagnostic Realities

An MSME unit is classified as industrially "sick" when its financial position deteriorates significantly,
leading to continuous operating losses that erode its net worth capital base, threatening insolvency.

Sickness is driven by two interacting variable forces:

* Internal Causes (Managerial and Operational Errors): Poor financial planning, misjudged product
diversification moves, absolute technical obsolescence due to a failure to upgrade machinery, and

internal co-founder friction loops.

» External Causes (Macro-Environmental Variables): Acute regional power grid shortages, delayed
payments from corporate buyers that disrupt working capital runways, abrupt changes in government

fiscal or trade policies, and global raw material scarcity.

Remedial Assistance and Institutional Training

The state deploys targeted relief vehicles to rehabilitate viable sick units through specialized
restructuring guidelines managed by the Reserve Bank of India, alongside debt restructuring
frameworks under the Insolvency and Bankruptcy Code (IBC). Furthermore, institutional bodies like



**NIESBUD™* (National Institute for Entrepreneurship and Small Business Development) and **EDII**
run continuous Entrepreneurship Development Programmes (EDPs) to build management, compliance,
and accounting skills across target groups.

| 29 Entrepreneurial Climate in India/Kerala: An overview of
Initiatives and Programmes

The National Entrepreneurial Ecosystem

India’s current entrepreneurial climate is supported by major central programs designed to digitize, de-
risk, and fund early-stage startups:

« Startup India Programme: A landmark national initiative designed to build a strong startup
ecosystem. It unlocks critical privileges: 3 years of complete corporate income tax holidays,
compliance self-certification models for environmental and labor laws, fast-tracked patent

applications with an 80% rebate on filing fees, and access to a ¥10,000 Crore Fund-of-Funds
allocation.

 Stand-Up India Scheme: A targeted non-collateral credit delivery mandate requiring every
commercial bank branch to extend long-term term debt between ¥10 Lakhs and ¥1 Crore to at least
one Scheduled Caste (SC) or Scheduled Tribe (ST) borrower, and at least one Woman borrower, for
setting up greenfield enterprises.

* PMMY (Pradhan Mantri Mudra Yojana): Operates as an active micro-credit refinancing channel,
providing collateral-free loans divided into Shishu (up to ¥50,000), Kishor (up to ¥5 Lakhs), and

Tarun (up to 10 Lakhs) brackets to fund non-corporate micro-businesses.

- Udyamimitra Portal: A digital portal designed by SIDBI that links entrepreneurs directly to credit
institutions, streamline loan application tracking, and matches founders to non-financial support
services.

The Kerala State Entrepreneurial Ecosystem

Kerala features a highly progressive, knowledge-driven entrepreneurial climate managed via advanced
state-level support systems:



Key Kerala State Interventions:

+ KSUM (Kerala Startup Mission): The apex nodal agency implementing the state's
startup policy. KSUM manages state incubation networks, runs specialized seed
fund grant schemes, organizes international investor matching events, and provides
patent cost reimbursements.

» K-SWIFT (Kerala Single Window Interface for Fast Transparent Clearance): A
unified online portal that automates corporate clearings across multiple state
departments. It allows founders to secure mandatory licenses and clearances within
strict statutory timelines, reducing regulatory friction.

» Kudumbashree Micro-enterprise Support: Blends state livelihood funding with
rural group dynamics, scaling thousands of neighborhood-level micro-units in
agritech, eco-packaging, and commercial retail.

End of Module 4 - Subject: Entrepreneurship Essentials
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