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PROBLEMS FACED BY SMALL SCALE INDUSTRIES 

The following are the problems faced by Small Scale Industries: 

1. Poor capacity utilization 

In many of the Small Scale Industries, the capacity utilization is not even 50% of the installed 

capacity. Nearly half of the machinery remains idle. Capital is unnecessarily locked up and idle 

machinery also occupies space and needs to be serviced resulting in increased costs. 

2. Incompetent management 

Many Small Scale Industries are run in an incompetent manner by poorly qualified entrepreneurs 

without much skill or experience. Very little thought has gone into matters such as demand, 

production level and techniques, financial availability, plant location, future prospects etc. 

According to one official study, the major reason for SSI sickness is deficiency in project 

Management i.e., inexperience of promoters in the basic processes of production, cash flow etc 

3. Inadequate Finance 

Many Small Scale Industries face the problem of scarcity of funds. They are not able to access 

the domestic capital market to raise resources. They are also not able to tap foreign markets by 

issuing ADR’s (American Depository Receipts) GDR’s (Global Depository Receipts) etc 

because of their small capital base. Banks and financial institutions require various procedures 

and formalities to be completed. Even after a long delay, the funds allocated are inadequate. 

4. Raw material shortages 

Raw materials are not available at the required quantity and quality. Since demand for raw 

materials is more than the supply, the prices of raw materials are quite high which pushes up the 

cost. Scarcity of raw materials results in idle capacity, low production, inability to meet demand 

and loss of customers. 

5. Lack of marketing support 

Small Scale Industries lack market knowledge with regard to competitors, consumer preferences, 

market trends. Since their production volume is small and cannot meet demand for large 

quantities their market is very restricted. Now with the process of liberalization and globalization 

they are facing competition from local industries as well as foreign competitors who sell better 

quality products at lower prices. For e.g. heavily subsidized but better quality imports from 

China has made most of the Indian SSI units producing toys, electronic goods, machine tools, 

chemicals, locks and paper etc., unviable. 

6. Problem of working capital 

Many Small Scale Industries face the problem of inadequate working capital. Due to lack of 

market knowledge their production exceeds demand, and capital gets locked in unsold stock. 

They do not have enough funds to meet operational expenses and run the business. 

7. Problems in Export 



They lack knowledge about the export procedures, demand patterns, product preferences, 

international currency rates and foreign buyer behavior. Small Scale Industries are not able to 

penetrate foreign markets because of their poor quality and lack of cost competitiveness. In 

countries like Taiwan, Japan etc. products produced by Small Scale Industries are exported to 

many foreign countries. But in India not much thought and focus has gone into improving the 

export competitiveness of Small Scale Industries 

8. Lack of technology up-gradation 

Many Small Scale Industries still use primitive, outdated technology leading to poor quality and 

low productivity. They do not have adequate funds, skills or resources to engage in research and 

development to develop new technologies. Acquiring technology from other firms is costly. 

Therefore Small Scale Industries are left with no choice but to continue with their old techniques. 

9. Multiplicity of labor laws 

One of the merits of Small Scale Industries are that they are labor intensive and can provide 

employment to a large number of people. But the multiplicity of labor laws, need to maintain 

several records (PF, ESI, Muster Rolls etc), fines and penalties for minor violations etc place 

Small Scale Industries at a great disadvantage. 

10. Inability to meet environmental standards 

The government lays down strict environmental standards and Courts have ordered closure of 

polluting industries. Small Scale Industries which are already facing shortage of funds to carry 

out their business are not able to spend huge sums on erecting chimneys, setting up effluent 

treatment plants etc. 

11. Delayed payments 

Small Scale Industries buy raw materials on cash but due to the intense competition have to sell 

their products on credit. Buying on cash and selling on credit itself places a great strain on 

finances. The greater problem is payments are delayed, sometimes even by 6 months to one year. 

It is not only the private sector but even government departments are equally guilty. Delayed 

payments severely impact the survival of many Small Scale Industries. 

12. Poor industrial relations 

Many Small Scale Industries are not able to match the pay and benefits offered by large 

enterprises, because their revenues and profitability are low and also uncertain. This leads to 

labor problems. Employees fight for higher wages and benefits which the SSI is not able to 

provide. This may lead to strikes, resulting in damage to property in case of violence by 

employees, production losses etc. 

13. Strain on government finances 

Marketing of products manufactured by Small Scale Industries is a problem area. The 

government has to provide high subsidies to promote sales of products produced by Khadi and 

Village Industries. This places a great strain on government finances. 

14. Concentration of industrial units 



There is high concentration of small scale industrial units in a few states. Of the estimated 3.37 

million units as on 2000-01, nearly 60% were located in six states. West Bengal, Madhya 

Pradesh and Uttar Pradesh alone account for 20% of Small Scale Industries. Due to 

concentration, there is high competition among them to procure raw materials and other 

industrial inputs. This leads to high costs and scarcity of raw materials and other inputs affecting 

their production and increasing costs. 

15. Inadequate dispersal 

One of the objectives of the government in promoting Small Scale Industries was to increase 

industrial development and employment opportunities throughout the country. Since nearly 60% 

of the Small Scale Industries are concentrated in few states, the objective of balanced regional 

development and promotion of backward areas has not been achieved. Further majority of Small 

Scale Industries are located in urban areas and the aim of industrial development in rural areas 

has also been defeated. 

16. Widespread sickness 

Sickness among Small Scale Industries is widespread. Sickness is not detected in the initial 

stages and large amount of funds are locked in them. Nearly two and a half lakh SSI units are 

sick and as on 2001 and nearly Rs.five thousand five hundred crores of bank funds are locked in 

them. Due to this new entrepreneurs are not able to get loans, workers in the sick units lose their 

jobs and industrial and economic development is affected. In Maharashtra alone nearly 3 lakh 

units have closed down, 38 lakh workers have lost their jobs and the loss to the government is 

Rs.5,000 crore. 

17. Lack of awareness 

The government has set up many organizations to support and provide assistance to Small Scale 

Industries. But, many of the entrepreneurs running Small Scale Industries are not aware of the 

various support services. 

18. Government interference 

Small Scale Industries have to maintain a number of records and there are endless government 

inspections. A lot of time, money and effort is wasted in complying with various inspections and 

records verification. This prevents Small Scale Industries from fully concentrating on their 

business activities. 

Measures to Avoid the Problems of Small Scale Industries: 

a) Technical Assistance: 

The elaborate institutional structure consisting of the State Directorate of Industries, the Small 

Industries Service Institutes and the Small Scale Industries Development Corporation provide 

technical assistance to the SSIs. The SISI also arrange for training programmes for 

entrepreneurs, managers and workers. 

In 1978, the scheme of District Industries Centres (DICs) was introduced. The objective of this 

scheme was to provide a “focal point” for the development of small industries. The DICs were 



given the responsibility of providing all the services and support required at pre-investment and 

post-investment stages to the small scale entrepreneurs. 

The DICs provide a package of assistance and credit facilities, raw materials, training, marketing 

etc., including the necessary help to unemployed educated young entrepreneurs in general. 

Physical Facilities: 

Industrial Estates: 

An industrial estate programme has been in operation since 1955. An industrial estate is a 

planned clustering of industrial enterprises offering standard factory buildings erected in advance 

of demand. It offers all infrastructure facilities like sheds, water, power, communication, 

transportation etc. 

Industrial estates were established in India to encourage the growth of small scale industries, to 

shift small business units from congested areas to estate premises in order to increase their 

productivity, to achieve decentralised development in towns and villages and to encourage 

growth of ancillary industries in the townships surrounding major industrial concerns. 

Small industry development has been the main objective of the programme and policy of 

industrial estates in India. More than 500 industrial estates are working in India. 

(b) Supply of Raw Materials: 

The scarce raw materials are distributed through an allocation system. In order to ensure the 

availability of the scarce raw materials to small industries, the State Small Scale Industries 

Corporation have been entrusted with the responsibility of distribution these materials through 

the distribution centres located in different parts of each State. 

(c) Marketing Assistance: 

Marketing of their products is perhaps the most crucial problem facing the small scale 

enterprises. 

The assistance provided by the Govt. in this area in these forms: 

(a) Exclusive purchase of specific products of SSIs for the Govt. 

(b) Price preference to small scale enterprises in public sector purchases and 

(c) Assisting the sale of small enterprises products though State-owned cooperatives. 

(d) Fiscal Incentives: 

Both the Central and State Govts, have provided a number of fiscal incentives for the 

growth of the SSIs like: 

(i) Tax holiday for new industrial undertakings, 



(ii) Capital subsidy to industries in backward areas, 

(iii) Excise duty exemption, 

(iv) A price preference of 15% over large industries. 

Apart from these assistance schemes of a general nature, the Govt. has also implemented a few 

special projects (including area development schemes) with a view to assisting dispersal of small 

scale enterprises into the backward rural areas, like the Rural Industries Projects which were 

started in specified rural areas with a view to undertaking development of village and small 

industry and Rural Artisan Programme in selected areas. 

(e) Financial Assistance: 

Every production activity needs finance. In case of small producers, there is a special need for 

making arrangements for the supply of credit as these producers by themselves can do little. 

Small industries find it difficult to raise loans due to the small size of their operations. 

Considering this problem, the official policy treats small enterprises as a priority sector for ex-

tending credit by financial institutions. 

To the modern small scale enterprises, long term and medium term loans are provided by the 

State Finance Corporations; Commercial Banks also provide a part of the medium term loans and 

meet the working capital needs of the small scale industries. The village industries sector has 

been getting most of the financial resources from the Govt. whose budgetary support is 

channelized through the specialised institutions. 

The RBI also provides finance for handlooms and other traditional industries through 

cooperative banking system. In recent years, artisans get a part of the loans of the nationalized 

banks under the Differential Rates of Interest Scheme. 

A number of schemes have been introduced from time to time for providing finance to small 

scale and cottage industries under liberal terms. Thus the Govt. of India introduced a Credit 

Guarantee Scheme with the object of enlarging the supply of institutional credit to the small 

scale sector. 

The Industrial Development Banks of India provides funds to the Commercial Banks and the 

State Finance Corporations through its scheme of refinancing. The State Govts, provide seed 

capital and margin money assistance to small scale entrepreneurs in order to enable them to 

secure loans from the commercial banks and the State Finance Corporation. 

A significant development has been the setting up of Small Industries Development Fund by 

IDBI in 1992. It has also taken a number of other measures like bringing the State Small 



Industries Development Corporations within the purview of assistance of IDBI, increasing the 

extent of refinance against loans from banks to small sector. 

A National Equity Fund has been set up to promote small industries. Further, a Small Industries 

Development Bank of India an apex all India financial institution with an equity of Rs. 250 

crores has been set up. 

This Bank will administer both the National Equity Fund and the Small Industries Development 

Fund. SIDBI will function as the principal financial institution for the promotion, financing and 

development of industry in the small scale sector and to co-ordinate the functions of institutions 

engaged in promoting the small units. SIDBI has started functioning from 1990, through its 25 

offices located in different States of the country. 

With a view to ensuring larger flow of financial and nonfinancial assistance to small scale 

sector, SIDBI’s immediate attention is on: 

(i) Initiating steps for technological upgradation and modernisation of existing units, 

(ii) Expanding channels for marketing products of SSIs in domestic and overseas markets and 

(iii) Promotion of employment oriented industries to create more employment opportunities. 

Government Support to Small-Scale Industries in India 

Steps for development of small-scale and cottage industries were initiated immediately after 

Independence. That the Government has attached great importance to the development of small-

scale sector in the successive five year plans can be had from glancing at the plan outlays for 

small sector. 

By the end of the First Plan, there were a total of six boards, i.e., All India Handloom Board, All 

India Handicrafts Board, All India Khadi and Village Industries Board, Small-Scale Industries 

Board, Coir Board and Central Silk Board, established, thus, covering the entire field of small-

scale and cottage industries. 

Following the recommendations of Karve Committee, the Second Five Year Plan focused on 

dispersal of industries. Accordingly, as many as 60 industrial estates were established for 

providing basic facilities like power, water, transport, etc., at one place. Certain items were 



reserved for exclusive production in small- scale industries. The total plan outlay of the Second 

Plan reached to Rs. 187 crores. 

The Third Plan especially stressed on the extension of the coverage of small-scale industries. As 

against a total plan outlay of 264 crores for the development of small scale and cottage 

industries, only Rs. 240.76 crores, were actually incurred in the Third Plan. 

The programmes adopted in the first three plans were extended in the Fourth Plan also. As a 

result of various development programmes, small sector witnessed significant diversification and 

expansion during the Fourth Plan period. 

On the eve of the Fourth Plan, for example, as many as 346 industrial estates had been completed 

and the small industrial units set up in these estates provided employment to about 82,700 

persons. Their annual production was estimated at Rs. 99.25 crores. Like the Third Plan, the 

Fourth Plan could use ‘only Rs. 250 crores out of the total allocated outlay of Rs. 293 crores. 

The Fifth Plan outlay was kept Rs. 611 crores whereas the actual expenditure amounted to Rs. 

592 crores. The main thrust of the plan was to develop small- scale industries to remove poverty 

and inequality stalking the land. On account of massive development programmes initiated for 

the development of promising small sector, the actual plan expenditure 1945 crores) surpassed 

the plan outlay of Rs. 1780 crores in the Sixth Plan. 

Among the important programmes of the Sixth Plan were: 

i) Increase in the number of items reserved for exclusive production in small sector reaching to 

836. 

(ii) Reservation of 409 items for exclusive purchase from small-scale industries. 

(iii) Provision of consultancy services in technical, managerial and marketing through SIDO. 



(v) Establishment of Council for Advancement of Rural Technology (CART) in October 1982 

for providing necessary technical, input to rural industries. 

By the end of the Sixth Plan, production from small and cottage industries increased to Rs. 

65,730 crores. Export touched to Rs. 4,557.4 crores and employment reached to 315 lakh persons 

by the end of the Sixth Plan 1984-85. This accounted for 80 per cent of the total industrial 

employment which comes after agriculture as the biggest purveyor of employment. 

The main thrust of the Seventh Plan was upgradation of technology to increase competitiveness 

of small sector. The new watch-ward, therefore, was “competition” and “not reservations.” Like 

the Sixth Plan, the actual expenditure of Rs. 3,249 crores was well above the plan outlay of Rs. 

2,752.74 crores in the Seventh Plan. 

On account of various development programmes, the small sector witnessed significant 

development in all fronts. To quote, the number of small scale units increased from 13.56 lakh 

persons to 18.27 lakh persons during the Eighth Plan period. The value of production increased 

from Rs. 57,100 crores to Rs. 91,681 crores during the same period. Employment also increased 

substantially from 96 lakh persons to 119.6 lakh persons during the Seventh Plan period. 

The main advocation of the Eighth Plan has been employment generation as the motive force for 

economic growth. In order to fulfill this objective, small and village industries have been 

assigned an extremely important role. 

The important plan proposals include: 

1. The plan has reiterated that timely and adequate availability of credit is of more importance 

than concessional credit. From this point of view, with the establishment of SIDBI, certain new 

initiatives like sanction of composite loans under ‘single window concept’, concessional loans to 

State Corporations for infrastructure development and provision of factoring services have been 

introduced. 



2. In order to upgrade technology, the Eighth Plan proposes to establish appropriate tool rooms 

and training institutes. 

3. The Growth Centre approach has been accepted as a suitable measure for industrial dispersal 

and is under implementation. During the Eighth Plan, ‘establishment of 70 growth centres was 

completed. Establishment of functional industrial estates with substantial agricultural vegetables 

and horticultural products was also proposed. 

4. Like Growth Centres, the Eighth Plan also envisaged to set up integrated infrastructure 

development centres for tiny units. For this, the Centre, the State Governments and industry 

associations were to be involved. 

ince 1991, the public sector policy consists of: 

(i)  Reduction in the number of industries reserved for public sector: Now only two 

industries (atomic energy and railway transport) are reserved for the Public Sector. They are 

known as “Annexure I” industries (Ministry of Commerce and Industry, 2001). The essence 

of government’s Public Sector Undertakings (PSUs) policy since 1991 has been that 

government should not operate any commercial enterprises. The policy emphasized to bring 

down government equity in all non-strategic  PSUs to 26 percent or lower, restructure or 

revive potentially viable PSUs, close down PSUs, which cannot be revived and fully protect 

the interests of workers. Government’s withdrawal from non-core sectors is indicated on 

considerations of long-term efficient use of capital, growing financial un-viability and the 

compulsions for these PSUs to operate in an increasingly competitive and market oriented 

environment (Disinvestment Commission, 1997). 

(ii) Implementation of Memorandum of Understanding (MOU): As a part of the measures to 

improve the performance of public enterprises, more and more of public sector units have 

been brought under the purview of Memorandum of Understanding (MoU) system. A 

memorandum of understanding is a performance contract, a freely negotiated document 

between the Government and a specific public enterprise. 

  

(iii)   Referral to BIFR: Many sick public sector units have been referred to the Board for 

Industrial and Financial Reconstruction (BIFR) for rehabilitation or, where necessary, for 

winding up. 

  



(iv)  Manpower Rationalization: In order to make manpower rationalization Voluntary 

Retirement Scheme (VRS) has been introduced in a number of PSUs to shed the surplus 

manpower. 

v) Private Equity Participation: PSUs have been allowed to raise equity finance from the 

capital market. This has provided market pressure on PSUs to improve their performance. 

  

(vi)  Disinvestment and Privatization: Disinvestment and privatization of existing PSUs has 

been adopted to improve corporate efficiency, financial performance and competition 

amongst PSUs. It involves transfer of Government holding in PSUs to the private 

shareholders. 

2. Industrial Delicensing: 

          The removal of licensing requirements for industries, domestic as well as foreign, 

commonly known as “de-licensing of industries” is another important feature of NIP. Till the 

1990s, licensing was compulsory for almost every industry, which was not reserved for the 

public sector. This licensing system was applicable to all industrial enterprises having investment 

in fixed assets (which include land, buildings, plant & machinery) above a certain limit. With 

progressive liberalization and deregulation of the economy, industrial license is required in very 

few cases. Industrial licenses are regulated under the Industries (Development and Regulation) 

Act 1951. At present, industrial license is required only for the following: 

4. Liberalized Foreign Investment Policy: 

           India’s earlier industrial policies welcomed FDI but emphasized that ownership and 

control of all enterprises involving foreign equity should be in Indian hands. The Balance of 

Payments (BoP) difficulties in the mid 1960s forced the country to adopt a more restrictive 

approach towards FDI through the setting up of a Foreign Investment Board, which classified 

industries into two groups: banned and favored for foreign technical collaboration and FDI. The 

number of industries for foreign investment was steadily narrowed down and by 1973 there were 

only 19 industries where FDI was permitted (Kucchal, 1983).The enactment of FERA, 1973 

marked the beginning of the most restrictive phase of India’s foreign investment policy.  The 

NIP radically reformed foreign investment policy to attract foreign investment. The important 

foreign investment policy measures are as follows: 

5. Foreign Technology Agreement 

           The automatic approvals for technology agreement are allowed to industries within 

specified parameters. Indian companies are free to negotiate the terms of technology transfer 

with their foreign counterparts according to their own commercial judgment. 

  

6. Dilution of Protection to Small Scale Industries (SSI) and Emphasis on 

Competitiveness: SSIs enjoyed a unique status in Indian economy due to its diversified presence 



across the country and thereby utilizing resources and skills, which would have otherwise 

remained unutilized. Due to their potential to generate large-scale employment, produce 

consumer goods of mass consumption, alleviate regional disparities, etc., industrial policies 

protected the sector for its growth. The principal protective measures for SSI 

comprised: (i) Demarcating SSI from the rest of industry through a definition under the IDR Act, 

1951, (ii) Concessional credit from the banking system, (iii)Fiscal concessions, (iv) Exemption 

from industrial licensing and labor legislations, (v) Preferential access to scarce raw materials, 

both domestic and imported, (vi) Market support from the government through reservation of 

products for government purchase and price preferences, and (vii) Reservation of products for 

exclusive manufacturing in SSIs and restrictions on the growth of output and capacity in the 

large-scale sector for products reserved for SSI manufacturing. These policy measures protected 

SSIs from both internal and external competition. 

 

 

BUSINESS OPPORTUNITY 

 

Factors affecting in selection of business opportunity: 

➢ Market Size 

One of the most important factors when evaluating a business opportunity is market size. Do a 

little market research. Figure out if there is a market for the opportunity — and how big that 

market is. 

➢ Ability to Manage Cash Flow 

Next, you need to look at the ability to manage cash flow. Is there start-up funding for the 

business? What about ways to keep funding the business each month. Figure out how the cash 

flow will be managed, and take a look at the business plan. You want to make sure that the 

business is likely to sustain itself after a period of time. 

➢ Management Skillsets 

What are the skillsets of those involved? If you are evaluating your own business opportunity, 

you need to be honest about what you bring to the table, and what you need to make up for. 

When looking for a business opportunity to invest in, or expand into, look at the management. 

What skills do they have? Are they appropriate and diversified? Do you trust the competence of 

the principals to make the opportunity a success? 



➢ . Business opportunities may be identified by assessment of internal demand of the 

existing and proposed products, as to what will be the possibility of future demand ? 

before it, the entrepreneur will have to keep into consideration, the per capita income, 

population, and national income. 

➢ Easy availability of raw material also has an important role in selecting the business 

opportunities, the reason being that the quantity and level of future production are 

decided only by it. If the raw material is easily available, then not only the production 

cost is low, but it also makes the entrepreneur ready to establish the industrial unit. 

➢  Role of external assistance, like – government, suppliers, investors, and specific 
institutions is also important, in Identification of business opportunities, the 
reason being that external assistance, support and cooperation is helpful in 
Identification of opportunities. 

➢ In various areas, governments provide assistance, subsidies, and incentives in 
the identification of business possibilities and the establishment of industries. 

➢ As a result, the entrepreneur may easily take decision for the promotion of the 
industry. 

➢  Every business involves risk. it goes on increasing or decreasing with the environment 

in such conditions, the entrepreneur has to identify, when and how much risk involved in 

the business opportunities? 

➢ the entrepreneur main objectively analyze the performance of existing units to identify 

business opportunities. For that, he will have to analyze products, and product expansion, 

capital, profits, employment, assets, export possibilities, etc. 

 

Project Management 

 

Project management is the application of processes, methods, skills, knowledge and 

experience to achieve specific project objectives according to the project acceptance criteria 

within agreed parameters. Project management has final deliverables that are constrained to 

a finite timescale and budget 

Importance of Project Management: 

1. Organizing chaotic environments 

Rigid waterfall planning or agile change management – any project-oriented 

management methodology defines an action plan and prevents chaotic reactions 

https://www.quora.com/What-is-per-capita-income
https://www.actitime.com/project-management/project-management-methodology


to changes. Project management methodologies act as clear paths towards the 

set goals. 

2. Achieving better performanceBy optimizing resources and establishing plans, 

project management methods improve performance of individuals and teams. 

They also enforce teamwork 

According to the PMI data, a growing number of organizations take up an agile 

approach to projects and implement a dedicated project management 

office (PMO) to ensure better project performance (71% today compared to 68% 

back in 2016). 

3. Managing quality 

Project management methodologies prescribe planning steps for identifying, 

monitoring and assuring quality of the end product – because it is the value of 

what the company produces. 

4. Controlling costs 

Project cost, being one of the most important project requirements, is also the 

hardest one to manage. Project management strategies provide procedures that 

reduce the risk of budget overrun and ensure on-budget delivery. 

5. Learning from failures 

Projects do fail, but, as Henry Ford said, “failure is simply the opportunity to begin 

again, this time more intelligently”. Providing special steps and reserving time to 

analyze failures is what project management techniques prescribe. Lessons 

learned are used in the future and drive business to success. 

https://www.pmi.org/-/media/pmi/documents/public/pdf/learning/thought-leadership/pulse/pulse-of-the-profession-2017.pdf
https://www.actitime.com/project-management/why-projects-fail


Project Feasibility: 

Feasibility Analysis is an analytical program through project manager determines the project 

success ratio and through feasibility study project manager able to see either project will 

useful for us or not and how much time, it will take to get completed. Also feasibility 

study allows project manager to determine all positive and negative points of the project. 

Technical Feasibility Study 

The engineering feasibility of the project in viewed in the technical feasibility. Certain important 

engineering aspects are covered which are necessary for the designing of the project like civil, 

structural and other relevant aspects. Technical capability of the projected technologies and the 

capabilities of the personnel to be employed in the project are considered. In certain examples 

especially when projects are in third world countries, technology transfer between cultures and 

geographical areas should be analyzed. By doing so productivity gain (or loss) and other 

implications are understood due to the differences in fuel availability, geography, topography, 

infrastructure support and other problems. 

Managerial Feasibility Study 

Managerial feasibility is ascertained by certain key elements like employee involvement, 

demonstrated management availability & capability and commitment. The managerial and 

organizational structure of the project is addressed by this feasibility which ensures that the 

proponent’s structure mentioned in the submittal is feasible to the kind of operation undertaken. 

Economic Feasibility Study 

Economic feasibility refers to the feasibility of the considered project to produce economic 

benefits. A benefit-cost analysis is needed. Furthermore the economic feasibility of a project can 

also be evaluated by a breakeven analysis. In order to facilitate the consistent basis for the 

evaluation, the tangible and intangible facet of a project must be translated into the economic 

terms. Economic feasibility is critical even when the project is non-profit in nature. 

Financial Feasibility 

Financial feasibility must be differentiated from economic feasibility. The ability of the project 

management to raise sufficient funds required to implement the proposed project is included in 

the financial feasibility. Additional investors and other sources of funds are considered by the 

project proponents for their projects in many cases. In such situations feasibility, sources, 

soundness and applications of these project funds may be a hindrance. Other aspects of financial 

feasibility should also be viewed, if appropriate, like credit worthiness, loan availability, equity, 

and loan schedule. The implications of land purchase, leases and other estates in land are also 

reviewed in the financial feasibility analysis. 

Market Feasibility Study 

https://www.businessstudynotes.com/finance/feasibility-assessment-definition-process-study/
https://www.businessstudynotes.com/finance/feasibility-assessment-definition-process-study/


Market feasibility must not be mixed up with the economic feasibility. The potential influence of 

market demand, competitive activities and available market share should be considered in the 

market feasibility analysis. During the start up, ramp up and commercial start up phases of the 

project, possible competitive activities (local, regional, national and international) should be 

analyzed for early contingency funding and impacts on the operating costs. 

Project Report is a written document relating to any investment. It contains data on the basis of 

which the project has been appraised and found feasible. It consists of information on economic, 

technical, financial, managerial and production aspects. It enables the entrepreneur to know the 

inputs and helps him to obtain loans from banks or financial Institutions. 

The project report contains detailed information about Land and buildings required, 

Manufacturing Capacity per annum, Manufacturing Process, Machinery & equipment along with 

their prices and specifications, Requirements of raw materials, Requirements of Power & Water, 

Manpower needs, Marketing Cost of the project, production, financial analyses and economic 

viability of the project. 

CONTENTS OF A PROJECT REPORT 

Following are the contents of a project report. 

1. General Information 

A project report must provide information about the details of the industry to which the project 

belongs to. It must give information about the past experience, present status, problems and 

future prospects of the industry. It must give information about the product to be manufactured 

and the reasons for selecting the product if the proposed business is a manufacturing unit. It must 

spell out the demand for the product in the local, national and the global market. It should clearly 

identify the alternatives of business and should clarify the reasons for starting the business. 

2. Executive Summary 

A project report must state the objectives of the business and the methods through which the 

business can attain success. The overall picture of the business with regard to capital, operations, 

methods of functioning and execution of the business must be stated in the project report. It must 

mention the assumptions and the risks generally involved in the business. 

3. Organization Summary 

The project report should indicate the organization structure and pattern proposed for the unit. It 

must state whether the ownership is based on sole proprietorship, partnership or joint stock 

company. It must provide information about the bio data of the promoters including financial 

soundness. The name, address, age qualification and experience of the proprietors or promoters 

of the proposed business must be stated in the project report. 

4. Project Description 

A brief description of the project must be stated and must give details about the following: 

https://accountlearning.com/project-appraisal-meaning-necessity-four-major-criteria/
https://accountlearning.com/forecast-demand-new-products/
https://accountlearning.com/sole-trader-business-meaning-definition-important-features/
https://accountlearning.com/partnership-features-advantages-disadvantages/
https://accountlearning.com/advantages-of-a-joint-stock-company/
https://accountlearning.com/advantages-of-a-joint-stock-company/


▪ Location of the site, 

▪ Raw material requirements, 

▪ Target of production, 

▪ Area required for the work shed, 

▪ Power requirements, 

▪ Fuel requirements, 

▪ Water requirements, 

▪ Employment requirements of skilled and unskilled labor, 

▪ Technology selected for the project, 

▪ Production process, 

▪ Projected production volumes, unit prices, 

▪ Pollution treatment plants required. 

If the business is service oriented, then it must state the type of services rendered to customers. It 

should state the method of providing service to customers in detail. 

5. Marketing Plan 

The project report must clearly state the total expected demand for the product. It must state the 

price at which the product can be sold in the market. It must also mention the strategies to be 

employed to capture the market. If any, after sale service is provided that must also be stated in 

the project. It must describe the mode of distribution of the product from the production unit to 

the market. 

6. Capital Structure and operating cost 

The project report must describe the total capital requirements of the project. It must state the 

source of finance, it must also indicate the extent of owners funds and borrowed funds. Working 

capital requirements must be stated and the source of supply should also be indicated in the 

project. Estimate of total project cost, must be broken down into land, construction of buildings 

and civil works, plant and machinery, miscellaneous fixed assets, preliminary and preoperative 

expenses and working capital. 

Proposed financial structure of venture must indicate the expected sources and terms of equity 

and debt financing. This section must also spell out the operating cost 

7. Management Plan 

The project report should state the following. 

a. Business experience of the promoters of the business, 

b. Details about the management team, 

c. Duties and responsibilities of team members, 

d. Current personnel needs of the organization, 

e. Methods of managing the business, 

f. Plans for hiring and training personnel, 
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g. Programmes and policies of the management. 

8. Financial Aspects 

In order to judge the profitability of the business a projected profit and loss account and balance 

sheet must be presented in the project report. It must show the estimated sales revenue, cost of 

production, gross profit and net profit likely to be earned by the proposed unit. In addition to the 

above, a projected balance sheet, cash flow statement and funds flow statement must be prepared 

every year and at least for a period of 3 to 5 years. 

The income statement and cash flow projections should include a three-year summary, detail by 

month for the first year, and detail by quarter for the second and third years. Break even point 

and rate of return on investment must be stated in the project report. The accounting system and 

the inventory control system will be used is generally addressed in this section of the project 

report. The project report must state whether the business is financially and economically viable. 

9. Technical Aspects 

Project report provides information about the technology and technical aspects of a project. It 

covers information on Technology selected for the project, Production process, capacity of 

machinery, pollution control plants etc. 

10. Project Implementation 

Every proposed business unit must draw a time table for the project. It must indicate the time 

within the activities involved in establishing the enterprise can be completed. Implementation 

schemes show the timetable envisaged for project preparation and completion. 
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