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ABSTRACT:

A business is an activity taken up for profit.
Any kind of business needs finance to start and
continue its operations. There are many ways in
which a business can get finance it requires. It may
be from internal sources or the external sources.
Bank finance is one of such sources that a business
may opt for. Entrepreneurs take a lot of risk in
launching new business ideas and going for start-
ups and hence require finance to put the ideas into
business plan. Institutional finance is preferred by
entrepreneurs as the loan given is governed by
rules and regulations and they can derive the
benefit from such source of finance in a regulated
economy. Thus, the role of finance in
entrepreneurship becomes crucial and it helps the
new ideas to take up as a business opportunity.
This paper tries to study the importance of
entrepreneurial finance and to identify the schemes
offered by SBI to entrepreneurs.

INTRODUCTION:

An entrepreneur tries to establish a firm to
put his idea into action and hence this process is
called as entrepreneurship. This process brings
together the various factors of production like

capital, machines, and labours and produces the

goods or services and sells them at profit.
Entrepreneurship is greatly risky step but at the
same time it might be highly rewarding when it
goes in the right direction as per the plan and
without any uncontrollable risks. Hence the
entrepreneurship activity provides an opportunity
for launching new and innovative ideas in the

business and earns profits.

REVIEW OF LITERATURE:

An attempt to understand the research work
already done in the selected area can be done by
the researcher. This step is called the review of
existing literature. In the same way, the research
already done in the area of SMEs financing is done
here. The following articles were found useful for

the present paper:

Amruta Somshekhar and Syed Saif' in a
research found that a greater part of Indian MSMEs
needs incredible skill in spite of being fundamental
for bigger ventures' development. Indian MSMEs
are not exceptionally creative, and most of the
items that they produce depend on obsolete
advancements. There is an extreme absence of
business visionaries in this area, which has kept it

from embracing new advances and devices which
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have achieved massive changes in different areas
like e-commerce. Therefore, MSMEs have needed
to battle with obsolete innovation as well as low
degrees of efficiency, particularly when contrasted

and bigger firms.

MS. Supriya® in her research concluded
that the MSMEs

to foster

opportunity for India is

principally business and backing
development drove by advancement over the
course of the following ten years by significantly
expanding the portion of MSMEs commitment to
GDP growth from the ongoing 8 percent to 15
percent by 2020. But, in spite of this, COVID-19
severely affected the efficiency of MSMEs and
these employment generating enterprises remained
unsuccessful. Now, we should remember that the
negative effects of COVID-19 were temporary and
after sometime working efficiency of MSMEs and
employment generation responsibility remained

successful in the recent years.

Mukesh Kumar et al® in their research
commented that MSMEs play a very important role
in the Indian economy. While MSMEs have an
unmet demand for credit, on the other hand, banks
are not able to increase their lending because of
higher NPAs in large accounts. Further, MSMEs
are approaching the informal sector (non-bank
players such as money-lenders) for their credit
needs; and these loans are being repaid as the
business of MSMEs is growing which is evident
from the fact that the contribution of MSMEs to
GVA is growing year after year. The problem,

therefore, is twofold - unmet credit needs of the
MSME sector and surplus funds available with the
banking sector in India. If banks start lending to
MSME sector, the unmet need of the sector will get
fulfilled.

Mr. Ch. Subbarayudu and Ch.
SrinivasaRao” in their research concluded that the
Women entrepreneurship has been recognized as
an important source of economic growth. Women
entrepreneurs create new jobs for themselves and
others and also provide society with different
solutions to management, organisation and
business problems. However, they still represent a
minority of all  entrepreneurs.  Women
entrepreneurship is essential for every nation. If we
want to compete with well developed nations, both
men and women should participate in all activities
on equal basis. Men performance is good, as an
entrepreneur, women also should grow well as an

entrepreneur.

Ch. Hema Venkata Sivasree and P
Vasavi® in their research concluded that the
MSME sector in India is growing at good pace and
even is providing employment opportunities to
masses of the people. The contribution of
Manufacturing Sector as well as Service Sector of
MSMEs in significant to the total GDP of the
Country. The Govt. of India has taken number of
initiatives & is in the process of gearing up the
growth of Micro, Small & Medium Enterprises in
the country. But still MSMEs are facing many

challenges. The problem of unawareness towards
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technological advancement can removed after
running effective training and skill development

programs.

Prabaharan N°® in a research commented
State Bank of India provides a lot of advance
schemes for new and business or entrepreneurs.
But many of the businessmen investment current
account holder are not aware of the loans available
in State Bank of India. The banker should take an
instantaneous action for creating awareness to
business people or entrepreneurs. The author also
found that the SBI Interest Free Loan as neutrality
scheme or SBI SMILE envisages grant of interest
free loan as equity repayable over a long period to
eligible professional and technically qualified

entrepreneurs setting up new MSME businesses.

Shifa Abbasi’ in her research noted that the
role of potential viable industries in MIl are
women represent half of the population of the
country, they should give the responsibility of Ml
success by participating as women
entrepreneurship. This is possible only when our
workforce is fully trained and specialized in their
fields. Overall, there is a need of producing goods
and resources of international standard to win the
heart of the consumer, on the other side business
responsibility is to maintain a fair credit record to
be a good client in the eyes of the financer which

reduces the rates of rejection of the loan.

Rashmi Joshi® in her article concluded that

MSMEs will continue to play a very important and

vital role in our economy where the twin problems
of unemployment and poverty constitute a major
developmental challenge. In fact, if India were to
have a growth rate of 8-10 percent for the next
couple of decades, it needs a strong micro, small
and medium sector. MSMEs are the best vehicle
for inclusive growth, to create local demand and
consumption. Thus, the banks and other agencies
should take pride while servicing the MSMEs as
they are playing an instrumental role in the
formation of MNCs of tomorrow. MSMEs need to
adopt innovative approaches in their operations.

Charan Singh and Kishin Chand
Poornima Wasdani® in their research found that
the source of finance utilized by an MSME
depends on its current stage in the enterprise life
cycle. Four stages were identified: start-up,
survival, growth, and sustenance. Enterprises in the
start-up stage use funds from personal savings,
friends, and family, primarily for the purpose of
working capital. They also use public sector banks
for working capital and collateral financing.
Finance was sourced from trusted informal sources
(personal, family, and friends) and trusted formal
sources (public banks). Particularly in the case of
trusted informal sources, there would be reduced

pressure in case of difficulties in repayment.

Indira Kumari® in her article concluded
that entrepreneur with his vision and ability to bear
risk can transform the economic scene of the
country. They play a vital role in initiating and

sustaining the process of economic development of
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a nation. The overall aim of an entrepreneurial
development programme is to stimulate a person
for adopting entrepreneurship as a career and to
make him able to identify and exploit the
opportunities successfully for new ventures. EDPs
also help in establishing more enterprises which
aid to provide more employment opportunities and
help in increasing the earning of the people. It will
result in increase in per-capita income and thus

helps in the improvement of standard of living of

the people.
OBJECTIVES:
The following are objectives of the paper:
1. To study the importance of

entrepreneurial finance
2. To evaluate the schemes offered by SBI
and HDFC to entrepreneurs

METHODOLOGY:

This paper is purely based on secondary
data and is descriptive in nature. For the purpose of
ascertain the importance of finance in the process
of entrepreneurship, the published sources have
been reviewed and the research articles and other
published information have been collected to form
an idea of how important is the entrepreneurial
finance. At the same time an attempt has been
made to put light on various schemes offered by
SBI and HDFC for supporting the entrepreneurs
and the role and features of such schemes. A brief
comparative explanation of schemes offered by
SBI and HDFC is also provided by highlighting the
main features of the schemes offered.

IMPORTANCE OF ENTREPRENEURIAL
FINANCE:

Any business needs financial resources for
start up and for further expansion also. We cannot
imagine a business firm to run its operations
without finance. When it comes to entrepreneurs,
they take a lot of risks in beginning a new business.
Finance from formal sources of credit is preferred
by entrepreneurs as the loan given is on the basis of
predefined set of rules and regulations and in turn
they can derive the benefit of competitive rates of
finance in a regulated economy. Therefore, finance
in entrepreneurship is crucial as it helps the new

ideas to transform into business opportunity.

Alternatively, the business finance serves as
the backbone of every business as it pools the
funds to start the new venture and expand or
continue

it without waiting for any other

limitations. It also provides the business an
opportunity to purchase the assets and take up the
production process and to complete all the business
plans in time. Hence the role of finance in
entrepreneurship cannot be ignored by all the

stakeholders.

When it comes to procuring the funds for
start-ups it is highly essential that the fiance is
obtained at a competitive rate and in a prudent
manner so that the funds gathered are employed
efficiently and the returns expected thereon are as
same as the projections were made. At the same
time, the new businesses struggle to collect finance

as there will be no exposure to them in the market
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and the investors will have their own way of
examining the investment proposals. In addition to
this various controllable and uncontrollable risks
associated with the business exist which are to be
addressed properly and mitigate such risks to bring

the firm into profits.

The entrepreneurship firm is in need of
finance at various stages of business. Firstly, it
requires the finance to launch the new ideas and to
launch the new idea into business. After some time
when the business idea is successful, it needs
finance in order to expand the business firm and to
reap the benefits of newly established business.
Also, the firm needs finance to meet the working
capital requirements of day-to-day money
requirements which are common to every business.
At times, some business houses get an opportunity
to take over or purchase the businesses in the same
area or the other business line. For all such
purposes, a business requires finance. Therefore, it
can be presumed that the finance is the main pillar
of entrepreneurship without which one cannot
visualize the start and development of the small

and medium types of businesses.

The following points stress upon the importance of
entrepreneurial finance:
1. It allows the entrepreneurs to start their
business
2. It helps the entrepreneurs to overcome the
finance barriers

3. It contributes to emancipation from poverty

4. |t assist the transformation of ideas into
business
5. It

opportunities

helps in generating employment

6. It assists the new entrepreneurs to acquire
finance easily

7. It provides an opportunity to make the

business ideas come to reality

SCHEMES OFFERED BY SBI TO
ENTREPRENEURS:

Entrepreneurship may be understood as the
quest for market opportunities and to launch the
innovative ideas and in turn produce the goods and
services to create economic value, leading
ultimately to establishment of new independent
business firm. A lot of financial opportunities are
available to the entrepreneurs in the present
generation. When it comes to State Bank of India,
it tries to provide financial support to the
Entrepreneurs by offering various schemes with its

largest branch network across the country.

The following are some of the schemes
offered by SBI for the entrepreneurs:

1. SBI Mudra Loan

This scheme is offered to small business
enterprises for business loan ranging up to Rs 10
lakhs repayable in a tenure of 5 years under PM
MUDRA Yojana (PMMY) scheme. Any business
involved in manufacturing, trading, and doing
business in service sectors can avail this scheme
and take up expansion and renovation of business

operations. The applicants can apply for the loan
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by SBI loans facility and can get an instant loan of
up to Rs. 50,000 through SBI e-Mudra Loans
facility.

2. SME E-Smart Score:

This scheme s offered to the individuals
who run their business or the small and medium
industrial and trading sector units. The loan amount
sanctioned under this scheme is between Rs.10
Lakhs to Rs.5 Crores with a competitive interest
rate. The borrower is supposed to contribute a
margin money of around 25% for working capital
needs and other requirements. The RBI guidelines
will be followed for evaluating the loan
applications and the minimum conditions for grant
of the loan have to followed and fulfilled by the

borrower before sanction.

3. ABL Saral

This loan is given to meet the current assets
and fixed assets requirements of the business and
also for expansion and modernization of business
activities. All  Business houses, individuals,
entrepreneurs who wish to take this financial
assistance can apply for manufacture and services
related works. The loan mount sanctioned under
this scheme is between Rs.10 Lakhs to Rs.5 Crores
with a competitive interest rate. The borrower
needs to deposit a margin of 25% contribution

from his side.

4. SBI SMILE Scheme
This scheme is offered to entrepreneurs
as well

who are professional as technically

qualified and are interested in starting a business.
One unique feature of this loan is it is  interest
free loan repayable over a long period by the
entrepreneurs. By offering this interest free loan
SBI with its country wide network has been
playing an important role in promoting the small
and medium enterprises and in turn in the
development of the nation. A loan amount of Rs.

10 lakhs to Rs. 25 lakhs is given under this scheme.

5. SBI’s Simplified Small Business Loan
This scheme is offered under the SME
finances.
Rs. 10 lakhs to Rs. 25 lakhs are offered under the

scheme. The repayment schedule is allowed up to 5

The financial help ranging from

years. The main purpose of offering this loan is to
assist the small businesses to meet their current
assets requirements for smooth functioning of the
business operations. The interest rates offered
under this scheme are competitive in the market.
An overdraft facility is also extended under this

scheme.

In addition to this, the SBI is offering
financial support to entrepreneurs through various
government like PMEGP, PMMY,
Standup India Scheme and CGTMSE for various

schemes

purposes provided from time to time.

SCHEMES OFFERED BY HDFC BANK TO
ENTREPRENEURS:
The following schemes are offered by

HDFC bank to the entrepreneurs:
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1. Credit Guarantee Scheme for Startups
(CGSS)

The CGSS is a government schemes for
MSMEs where the Indian startups can avail
collateral-free loans from the banks. Under this
Rs.10
crores is provided. One more important feature of

scheme a credit guarantee of up to

this scheme is the nominal fee of just 2% per
annum. With the funds received, startups can fulfil
several aspirations, including business expansion,
buying new equipment, etc. one important requisite
of of the scheme is the recognition from the
Department for Promotion of Industry and Internal
Trade (DPIIT) to avail funds under CGSS. In
addition to this, the prospective borrower should
not have a default history and shall have a stable

revenue in the business.

2. Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE)
The Credit Guarantee Fund Trust for Micro

and Small Enterprises (CGTMSE) is a loan scheme
introduced by the Government of India in
SIDBI  (Small

Development Bank of India). In this scheme the

association  with Industries
firms can avail loans which are collateral-free. In
this scheme both long term loans and loans for
meeting the working capital requirement are given

up to Rs. 5 crores.

3. Pradhan Mantri MUDRA Yojana

When it comes to MSMEs, the Pradhan
Mantri MUDRA Yojana (PMMY) is one of the

best government schemes offered in India. This

scheme is launched in the year 2015 and aims at

promoting entrepreneurship in small business
owners with a loan of up to Rs.10 lakhs for both

long term loans and short term requirements.

4. Prime Minister’s Employment Generation
Program (PMEGP)

This scheme aims at promoting self-
employment opportunities and provides financial
help for setting up new small and medium
enterprises. The Prime Minister’s Employment
Generation Program (PMEGP) provides loans in
both urban and rural areas. Under this scheme, the
business loans are provided up to Rs.50 lakhs and
subsidy is also given from 15% to 35% based on

the type of business.

5. Stand-Up India Scheme

The Stand-Up India scheme is a flagship
program of the government. The objective of this
scheme is to promote entrepreneurship in women
of Scheduled Castes (SCs) and Scheduled Tribes
(STs) category and provides financial assistance.
The loans for cash credit and to meet working

capital loans are given up to Rs.1 crore are given.

6. Easy EMIs for SMEs:

This is an attractive scheme for SMEs and
can be vailed for improving the business activities.
By availing this loan facility the SMEs can
budget

purchase modern equipment without
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difficulties. The repayment can be made in
instalments. One important feature of this scheme
Is this is a collateral-free loan and is given up to Rs
50 lakhs at reasonable interest rates. The SMEs
focus on improving their infrastructure with this

scheme.

7. Loan on Credit Card — Jumbo & Insta Loan
This loan is a unsecured loan aiming at
providing more liquidity and flexibility to the
businesses to meet their short-term obligations. To
maim aim of this scheme is to enhance the business
operations at all times and helping the firms in
achieving a greater purchasing power and liquidity.
the working capital loans provided will empower
the businesses to overcome cash flow problems
instantly. The loans provided under this scheme are
at reasonable interest rates and with flexible

repayment options.

8. Dukandar Overdraft Facility

This scheme aims at giving overdraft
facility of up to Rs.10 lakhs for Shopkeepers,
Retailers, Kirana Stores and similar small
businesses. The facility can be availed for meeting
the working capital needs. The important feature of
this scheme is no collateral is required to avail this
scheme. The interest can be paid only on the
utilized portion of the loan and there is no need to
furnish regular stock statements to the bank. Any
business which is in operations for 3 years can

avail this scheme.

ANALYTICAL PERSPECTIVE OF
SCHEMES OFFERED TO
ENTREPRENEURS BY SBI AND HDFC
BANK:

The main objective any kind of financial
assistance provided by the banks is to promote and
develop entrepreneurship among the business
aspirants who wish to establish and expand their
businesses. For this purpose, a bank may adopt its
own policy as per the decision taken at the top
management. It is noticed that the schemes offered
by SBI and HDFC bank are as per their lending
policies and both the banks are extending financial
assistance to the government schemes for
entrepreneurs. In addition to this the banks are
offering loans to the entrepreneurs for various

purposes.

The following table of comparison of
different schemes offered by SBI and HDFC banks
to the entrepreneurs for meeting the financial needs
of the businesses

present the important

observations on the schemes offered:
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Sl SCHEME TYPE SBI HDFC OBSERVATION
No.
1. SBI: SBI Mudra Loan | Thisschemeis | Thisschemeis | Both SBI and HDFC banks
HDEC: Pradhan offered_ to small offered_ to small | are offering the scheme with
) enterprises enterprises same features
manDtgA Yoi Margin: up to Margin: up to
"3 1 Rs.10 lakh Rs.10 lakh
2. SBI: SME E-Smart This scheme is | This scheme is | Both SBI and HDFC banks
Score offered to small | offered to small | are offering the scheme with
and medium and medium same features
HDFC: CGFTMSE enterprises enterprises
Margin: Rs.10 | Margin: up to
lakhs - Rs.5 Rs.5 crore
crore
3. SBI: ABL Saral This scheme is | This scheme is | The schemes offered by SBI
offered under offered for and HDFC for supporting the
HDFC: Loan on Credit | current asset and | providing more | liquidity position of the
Card —Jumbo | fixed asset liquidity and enterprises differ in the
& Insta Loan requirement flexibility to the | margin amount extended. The
Margin: Rs.10 | businesses margin amount offered by
lakhs - Rs. 5 Margin: Rs.10 | SBI is more than the HDFC
crore lakhs - Rs.25 bank. On the other hand
lakhs HDFC bank is offering this
scheme as a unsecured loan.
4, SBI: SBI SMILE This scheme is | This scheme is | The scheme offered by SBI
Schbme offered _for the offered for the and HDFC are aiming to
Professional self-employment | support the entrepreneurs
HDFC: PMEGP Enterprises opportunities who are self-reliant and want
Margin: Rs.10 | and provides financial support from the
lakhs - Rs.25 financial banks. At the same time the
lakhs Margin: up to margin amount offered by
Rs.50 lakh HDFC bank is more in this
scheme.
5. SBI: SBI’s Simplified This scheme is | This schemeis | The scheme is offered only
Small Business offered to small | offered by by SBI and aims at helping
Loan and medium HDFC bank in | the small and medium
enterprises. this segment as | enterprises in developing
HDFC: Dukandar Margin: Rs.10 | an unsecured their business. This type of
Overdraft lakhs - Rs.25 loan. No scheme offered by HDFC
Facility lakhs collateral is bank is more attractive as it
required to avail | does not need any collateral
this loan. for availing the loan

It is observed that the schemes offered by

SBI and HDFC bank comprise various common

schemes including the Government initiatives for

supporting the entrepreneurs as well as the bank

specific scheme for the entrepreneurs. In some
angles the loans offered by SBI and HDFC banks
are not the same. To a large extent the schemes

offered by SBI are for fixed and current assets of
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the business. On the other hand, the schemes
offered by HDFC bank are for meeting working
capital needs. At the same time, it is noticed that
SBI offers secured loans and HDFC is offering
unsecured loans too. As far as the borrowing
facility is concerned the loan offered without any
collateral is easy to avail. In this point the schemes
offered by HDFC are in the forefront which aim at
proving loans without any collateral. Therefore, the
entrepreneurs have a great opportunity to approach
any of the banks viz., SBI and HDFC bank for
meeting their financial needs in proceeding further

in their business.

CONCLUSION:

The entrepreneurship firm requires finance
for various purposes like launching the new ideas
and for expansion of the business firm and also for
meeting the working capital requirements of day-
to-day operations. Hence, finance may be
visualised as the main pillar of entrepreneurship.
As the Entrepreneurs are prone to business loss
when the idea is not a successful one, the task of
launching new business ideas is not so easy. This
requires lot of preparation and getting the finance
is considered to be the most difficult job. Though
lot of financial institutions provide finance to
entrepreneurs, the possibility of not getting the
finance cannot be ruled out. In addition to this a lot
of requirements have to be followed to obtain the
loan from the banks. Therefore, financial support
for entrepreneurs becomes more important and

crucial. Every bank will have their own lending

policy and the SBI and HDFC banks are offering
schemes to the entrepreneurs per their lending
policies. The SBI

financial

and HDFC are extending

assistance through the government

schemes for entrepreneurs. In addition to this the

banks providing financial assistance through

various schemes. When it comes to the schemes
launched by SBI and HDFC bank, it is observed
that SBI is more concentrating on secured loans
and HDFC is offering loans without collateral in an

easy manner. On the other hand, the eligibility

conditions for schemes offered to entrepreneurs by
both banks differ. Therefore, it can be concluded
that the schemes for entrepreneurs offered by SBI
and HDFC bank are unique and the entrepreneurs
may take financial support from the relevant bank

as per their business needs.
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