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Abstract: The small scale industries today constitutes a very important segment of the Indian economy as they help in 

dispersal of industries, rural development, and the decentralization of economic power. They play an important role in 

employment creation, resource utilization and income generation and helps in a gradual and phased manner. Kanyakumari 

is a district where there are many micro, and small enterprises. Most of the employment in this region is generated through 

these units. It is therefore very vital that the SSI units in the district run profitably. 
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Small Scale Industries  

Small Scale Industries occupy a prominent place in the industrial economy of the world. Its contribution in terms of number 

of units, employment and industrial production is quite impressive in both developed and developing countries. The small scale 

industries sector has emerged as a vibrant and dynamic sector of Indian economy in terms of employment generation, the 

entrepreneurial base it helps to create and its share nearly 40 percent of total industrial production and over 40 percent of the national 

exports. They constitute an important means to tackle the problem of unemployment and they can be used as an important tool to 

prevent concentration of economic power in the hands of few individuals. They assist the development of semi-urban and rural 

areas through the utilization of local skills, raw materials and resources. 

The Government of India is attaching great importance to Micro, Small and Medium Enterprises and taking varies policy 

measure to enhance the flow of credit to MSMEs. To ensure systematic and smooth growth of MSME sector, the Government of 

India enacted the Micro, Small and Medium Enterprises Development Act 2006 (MSMED Act 2006) which came in to effect from 

02.10.2006. The act replaced the concept of tiny/small scale industries sector with the expanded Micro, Small and Medium 

Enterprises Sector which includes Micro, Small and Medium manufacturing as well as service enterprises. 

 

Meaning of Micro, Small and Medium Enterprises: 

The Micro, Small and Medium Enterprises Development (MSMED) Act was notified in 2006 to address policy issues 

affecting MSMEs as well as the coverage and investment ceiling of the sector. The Act seeks to facilitate the development of these 

enterprises and also enhance their competitiveness. It provides the first-ever legal framework for recognition of the concept of 

“enterprise” which comprises both manufacturing and service entities. In accordance with the provision of Micro, Small and 

Medium Enterprises Development (MSMED) Act, 2006 the Micro, Small and Medium Enterprises (MSME) are classified in two 

Classes. 

 

Manufacturing Enterprises  

The enterprises engaged in the manufacture or production of goods pertaining to any industry specified in the first schedule 

to the industries (Development and regulation Act, 1951) or employing plant and machinery in the process of value addition to the 

final product having a distinct name or character or use. The Manufacturing Enterprise are defined in terms of investment in Plant 

and Machinery.  

 

Service Enterprises 

 The enterprises engaged in providing or rendering of services and are defined in terms of investment in equipment. 

Table 1: New Nomenclature of Small Scale Industries under MSMED Act 2006 

Classification 
Manufacturing Enterprises (Investment 

Limit in Plant and Machinery ) 

Service Enterprises (Investment Limit in Plant 

and Machinery) 

Micro  < ₹ 25 lakh  < ₹ 10 lakh 

Small  > ₹ 25 lakh but < ₹ 5 crore  > ₹ 10 lakh but < ₹ 2 crore 

Medium  > ₹ 5 crore but < ₹ 10 crore  > ₹ 2 crore but < ₹ 5 crore 

Source: Ministry of Micro, Small and Medium Enterprises. 
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REVIEW OF LITERATURE 
Kadakol, A.M., (2010), in his article entitled “A Detailed Analysis of Sickness in Small Scale Industries” opinioned that 

bankers and entrepreneurs are in a better position to sense the sickness creeping into a business unit. If they keep their eyes and ears 

open to the warning signals shown in the operation of accounts of the SSI units, quick action can be taken, to avert the eventuality 

of the enterprise falling sick. Modernization and diversification are the need of the hour in respect of many of the sick SSI units. 

Finance must be made freely available, for the genuine needs of the SSI units to take advantage of the ever-changing business 

opportunities. The borrower units and the lender banks should function hand in hand as their services and activities are 

complementary to one another. 

Kannan, R., and Shirley Leopereira, (2010), in their article “Prospects of Small Scale Entrepreneurs in Kanyakumari 

District” The study concludes that the most influencing factor on entrepreneurship is achievement and suggestive  factors, where as 

a determination factor on entrepreneurship is socio economic factors. The age, caste, education, family background, financial 

soundness, trade information, motivation influences more on entrepreneurial performance amongst the entrepreneur. By seeing 

overall result of entrepreneurship, significant steps may be taken to improve the personality traits of both entrepreneur and non-

entrepreneur of their younger age through enrichment of education. 

Nagaraj, G.H., and Shivalingappa, P., (2012), in their article “Effect of Globalization on Small Scale Sectors in India” 

suggested that the benefits of the effects of globalization in the Indian Industry are that many foreign companies set up sectors in 

India and this helped to provide employment to many people in the country. This helped to reduce the level of unemployment to 

many people in the country. This helped to reduce the level of unemployment and poverty in the country. 

Gupta, S.K., (2014), in his article “Role of Financial Institutions in Financing MSMEs - A Case Study of J & k State” says 

that J&K Grameen Bank is extending credit and financial support for various sectors including MSMEs. It is expected that in the 

days to come, the bank will make more and more efforts for development of credit to these enterprises for their further growth. The 

banks and other agencies should take pride while servicing MSMEs as they are playing an instrumental role in formation of MNCs 

of tomorrow. 

 

Research Methodology: 

 This study is based on both primary and secondary data.  Primary data were collected from the respondents through a well-

structured questionnaire.  Secondary data were collected form published sources like journals, books and websites. 

 The researcher collected data form 141 respondents who are the small scale entrepreneurs of the study area through random 

sampling method.  The data collected was tabulated and analyzed with the help of Mean Score using t-test. 

Objectives of the Study  

1. To know the concept of small scale Business.  

2. To identify the factors which motivate the entrepreneurs to start small scale business. 

Motivational Factors of Entrepreneurs  

Motivation of entrepreneurs differs and it depends on each individual’s priorities and goals. Entrepreneurs are motivated 

by many reasons. A number of motivations were identified from previous research works and used to get the opinions of the 

respondents. Previous research works point out that the majority of respondents say they were driven by the desire to control their 

own destiny, to pursue an idea, to take advantage of an opportunity in the market and to gain the financial rewards that 

entrepreneurship can bring. Also some entrepreneurs undertake business with a strong desire to support their families and protect 

them financially in case of unemployment. The motivational factors or reasons for starting an industrial unit are analysed below: 

 

Table 2 

Ranking of Motivational Factors Using Rank Order Method  

Motivational  

Factors  

Frequency (Percentage)   Rank  

Order  

Scores  
Rank  

SA  A  N  DA  SDA  

Self-Employment  113 19 9 0 0 668  1  

Encouragements from Family, 

Friends and Relatives  30  23  27  14  47  398  10  

Unemployment  75  8  30  10  18  535  4  

To Earn High Income  
58  71  12  0  0  610  2  

Traditional Business  54  24  12  44  7  497  8  

Favorable Climate  

(Availability of Raw  

Materials)  
72  23  29  10  7  566  3  
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Additional Income  83  0  20  0  38  513  6  

Technical  

Knowledge in a  

Business Area  
52  21  40  0  28  492  9  

Dissatisfaction With Current 

Job  16  2  11  7  105  240  11  

Government  

Benefits  49  47  2  21  22  503  7  

Success Stories of  

Entrepreneurs  55  33  27  12  14  526  5  

Source: Primary Data  

From the above table, it is clearly noted that the most important motivating variable is self-employment. The least 

motivating variable is dissatisfaction with current job.   

In this study common motivational variables are given to the respondents and are asked to respond under Likert’s five 

point scale ranging from strongly agree to strongly disagree. The opinion of the respondents is understood by the calculated mean 

score using t test.   

 

Table 3 

Measuring the Motivational Factors of Entrepreneurs 

MOTIVATIONAL  

FACTORS  
Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

t 

Value 
Significance 

Self-Employment  4.74 .569 .048 36.276 0.000 

Encouragements from Family, Friends 

and Relatives  2.82 1.560 .131 -1.350 0.179 

Unemployment  3.79 1.466 .123 6.432 0.000 

Desire to Earn High Income  4.24 .836 .070 17.633 0.000 

Traditional Business  3.52 1.397 .118 4.461 0.000 

Favorable Climate  

(Availability of Raw  

Materials)  
4.01 1.207 .102 9.977 0.000 

Additional Income  3.91 1.346 .113 8.006 0.000 

Technical Knowledge in a Business 

Area  3.49 1.481 .125 3.923 0.000 

Dissatisfaction with Current  

Job  1.70 1.351 .114 -11.408 0.000 

Government Benefits  2.43 1.480 .125 -4.553 0.000 

Success Stories of Entrepreneurs  
2.57 1.451 .122 -3.541 0.001 

Source: Primary Data  

Above Table exhibits that motivational variables such as self-employment, desire to earn high income, unemployment, 

traditional business, favorable climate, additional income and technical knowledge in a business area are very important 

motivational variables that induce the respondents to start a business. The variables such as encouragements from family, friends 

and relatives, dissatisfaction with current job, government benefits, and success stories of entrepreneurs are not very strong 

motivational factors. The t test shows that all variables are significant at 1 per cent level except encouragements from family, 

friends and relatives.   

Conclusion:  
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 Entrepreneurship is an important factor for economic growth, invention and job existence of countries. For promoting and 

encouraging new entrepreneurs it is essential for government institution to clearly infer the motivating factor for successful 

entrepreneurs. The fact that young entrepreneurs often lack in experience or finance may account for this findings as the lack of 

these qualities may induce feelings of insecurity, the government organizations and institutions support the potential entrepreneurs. 

Frequent trining, internship programmes and so on may be a much better solutions, as these programmes will make young 

entrepreneurs to gain the skills and experience necessary to motivate. 
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