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Critical Evaluation of financial services provided for marginal entrepreneurs by selected banks in 

Gujarat 

1. Abstract  

Enterprise is defined as the act of creating, innovating and setting up a business, taking financial 

risks expecting profits. The enterprise in company form offers a product, a process or service for 

sale or hires to professionals or individuals, contributing to a community’s overall economic 

development. 

Entrepreneurs are the growth engine of the economy. They act as change agent by playing vital 

role in the process of industrial and economic development of any country. It makes significant 

contribution in gratifying various socio-economic objectives such as growth in employment, 

increased output, promotion of exports etc. The role of entrepreneurship in economic development 

varies from economy to economy depending upon its material resources, industrial climate and the 

responsiveness of the political system to the entrepreneurial function. Path breaking offerings by 

entrepreneurs, in the form of new goods & services, result in new employment, which can produce 

a cascading effect or virtuous circle in the economy .If we understand the benefits and drawbacks, 

a balanced approach to nurturing entrepreneurship will definitely result in a positive impact on 

economy and society.  

Entrepreneurship is known for the high risks involved in launching a startup. The fact is people 

often suffer failures along the their path to success, and some businesses have to close, due to a 

lack of fund, sales decisions, or a lack of demand in the market. That’s why entrepreneurship is 

mostly viewed as something risky and out of the comfort zone. Enterprise takes courage to make 

ones dreams come true and see possibilities, solutions and opportunities for the future where others 

see only problems.  

Entrepreneurs face many challenges specifically of funding. Although, various sources of finances 

are available to the small Entrepreneurs, mainly divided into two: formal and informal. Timely 

availability of finance from formal sources always remains challenging. The study aims at the 

importance of marginal entrepreneurs in the growth of the economy, distinct problems faced by 

them specifically difficulty in availability of finance and their potential, if financed in required 

amount at the time necessary, ultimately leads to the enhanced economic performance. 

https://dreamersorwinners.com/blog/1/lean-startup-by-eric-ries-in-a-nutshell
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2. Brief description on the state of art of Research Topic: 

The study aims at financial necessity of the marginal entrepreneurs, various sources of finance, 

their difficulty in procuring the same and if finance adequately in time then their potential to the 

growth of the economy.  

An entrepreneur is first of all someone who has new ideas, who creates and innovates to solve a 

problem. An entrepreneur embraces change and tries to maximize profits while innovating. When 

a company approaches business driven by the evolution of technology, it encourages the economic 

development of the country. 

Supporting entrepreneurship in a motivating, innovating and stimulating environment will result 

in economic development. It should be the primary concern of decision-makers, which also have 

the responsibility to lead and channel entrepreneurship projects through sectors that are part of the 

development strategy. 

Over the past several decades the role of entrepreneurship in economic development has become 

an essential factor of employment, and innovations bring enhanced the market competition. 

Entrepreneurship is the primary factor in the growth of economies. Each new business launched 

has an impact on an economy and affect people around it. The Theory of Kirzner (1973-2005) 

about entrepreneurship explains how the improvement of economic health affects individuals in 

the first world. The creation of new goods and services improves the quality of living of companies 

and individuals. 

 

Entrepreneurs acquire capital from their equity sources or loans from banks to build their business 

which adds value to the creation of wealth, influencing the economy and industrial structure of a 

country directly. 

 

Entrepreneurship helps to eliminate disparities between regions through an implementation of 

industry in countryside and areas less developed. The growth of industries and companies in 

various fields led to the development of services such as road, public transportations, health, 

education, and entertainment. The implementation of those industrial activities resulted in the 

development of a more vibrant economy. 

https://en.wikipedia.org/wiki/Israel_Kirzner
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The power of economy is, in fact, the natural consequence of industrial and commercial activities. 

The industrial development at times builds to a concentration of economic power of only a few, 

while entrepreneurship and the growth of companies acts to counter that concentration. Enterprise 

is a force that multiplies the players of an economy and reduces the concentration of economic 

power. 

 

New businesses stimulate the fair redistribution of wealth and incomes for the interest of the 

country through a large population covering a larger geographical area and thus offering benefits 

to larger sections of society. Entrepreneurship leads to the emergence of secondary activities and 

therefore allows a multiplier effect in the economy. 

 

Entrepreneurs are always seeking new opportunities. They explore and exploit various possibilities 

encouraging the active mobilization of funds and skills. They contribute to new products and 

services and develop new markets which grow an economy. An enterprise contributes to 

increasing the Gross Domestic Product (GDP) and income per resident, which results in economic 

growth. 

Improving the quality of life of a population is a characteristic of a country’s economic 

development. Entrepreneurs play a vital role in improving the quality of our communities and 

individuals’ lifestyles; they adopt the last innovations in the production of vast and various goods 

and services on a large-scale to reduce the cost. The goal is to offer a better product or service at a 

lower cost. 

 

Worldwide entrepreneurs also contribute to a country’s exports and improves the trade balance 

which is important in economic development. 

 

Entrepreneurship is known for the high risks involved in launching a startup. The fact is people 

often suffer failures along the their path to success, and some businesses have to close, due to a 

lack of fund, sales decisions, or a lack of demand in the market. That’s why entrepreneurship is 

mostly viewed as something risky and out of the comfort zone. Enterprise takes courage to make 

ones dreams come true and see possibilities, solutions and opportunities for the future where others 

see only problems. 

https://dreamersorwinners.com/blog/1/lean-startup-by-eric-ries-in-a-nutshell
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 challenges faced by entrepreneurs: 

Entrepreneurs face many challenges in today’s ultra-competitive business world; fortunately, 

contemporary times have also blessed entrepreneurs with more resources for tackling those 

problems than ever before. 

The following lists the “Top 10” challenges faced by entrepreneurs today, defines why each 

problem exists, and offers solutions so you can operate an efficient and successful business. 

1. Cash flow management 

2. Hiring employees 

3. Time management 

4. Delegating tasks 

5. Choosing what to sell 

6. Marketing strategy 

7. Capital 

8. Strapped budget 

9. Business growth 

10. Self-doubt 

Entrepreneurs & Financial Problems 

Entrepreneurs can face a variety of financial issues that can impact the business's profitability, and 

even its long-term survival. Some financial problems may be caused by factors outside of their 

control, like when the economy dips or a new competitor moves in next door. Other issues may be 

more directly related to how entrepreneurs choose to operate their business. 

Obtaining Financing 

Obtaining financing for a business can be extremely difficult, especially when first starting out. 

Banks are reluctant to lend money to new businesses, and potential investors may steer clear of 

budding entrepreneurs with little or no prior business experience. A well-crafted written business 

plan is essential when attempting to convince lenders and investors that you know what you're 

doing and have thought through your idea carefully. Other possible financing sources can include 
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loans or grants from the Small Business Administration or even borrowing from friends and family 

members. 

Negative Cash Flow 

Cash flow refers to the amount of money coming into the business by means such as revenue from 

sales, versus the amount leaving the business in the form of expenses. Start-up companies may 

have difficulty developing and maintaining a positive cash flow, especially during the early stages 

when they have yet to establish a regular customer base. Spending too much money on things like 

rent and employee salaries can also create negative cash flow. 

Mismanaging Marketing Funds 

Entrepreneurs may be tempted to spend money on one expensive advertising medium like 

television, thinking it is the best way to reach a large number of people. By doing so, they may not 

reach their desired target market, rendering the ad ineffective. In contrast, some very small 

business owners may feel that they can't afford to spend much money on marketing, As a result, 

few people hear of the business, making it difficult to build a sustainable customer base. 

Inadequate Insurance Coverage 

A business owner's medical disability or a large liability claim can cause the financial ruination of 

a business. Some business owners may choose to do without items like health, disability or liability 

insurance to keep expenses to a minimum. However, doing so can put the business at major risk. 

As a rule of thumb, business owners should carry enough insurance to cover any expenses they 

could not afford to pay out of their own pocket. 

3. Definition of the Problem: 

The research problem is Critical Evaluation of financial services provided for marginal 

entrepreneurs by selected banks in Gujarat. Keeping in view, the role and importance of small 

entrepreneurs and their necessity of finance and difficulties in getting it and if financed ultimately 

leads to enhanced economy performance. After careful investigation of literature, researcher found 

that there is lack of research in bank finance to entrepreneurs especially in the Gujarat. Various 

researchers have found the different aspects of financing gap. But among all, the bank finance is 
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considered as the primary source of finance and there is urgent need to analyses the reasons of 

unavailability of bank finance to the entrepreneurs. That is why the topic has attracted me to select 

for research study. 

4. Objective of the Study: 

– To know the problems faced by the marginal entrepreneurs 

– To identify the sources of finance available to marginal entrepreneur 

– To assess the impact of the schemes / programs offered to marginal entrepreneurs by bank. 

– To identify major issues in bank financing - from demand side constraints and supply side 

constraints.  

– To analyze responses sought from entrepreneurs and bank officials in regard to the 

problems being faced and related issues in bank finance and ascertain viability of measures 

suggested by them to overcome from the constraints.  

Scope of the Work:  

This study is based on the availability of bank finance to entrepreneurs of the Gujarat state from 

selected banks. Thus the scope of the study is limited to the entrepreneurs who are marginal in 

Gujarat state only. Further, the need of bank finance is accessed on the basis of their efforts of last 

three years. It can be summarized that the study contains the limited scope of bank finance to 

marginal entrepreneurs of Gujarat region from selected banks. 

5. Original contribution by the thesis: 

The thesis focuses on Critical Evaluation of financial services provided for marginal entrepreneurs 

by selected banks in Gujarat. It tries to analyze the impact of the financial services specially 

banking services to the marginal entrepreneurs. The role of the marginal entrepreneurs is vital to 

the process of industrial and economic development of any country. 

6. Methodology of Research, Result, comparisons 

6.1. Sampling:  
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The study aims to analyze the availability of bank finance to marginal entrepreneurs of Gujarat 

State from the selected banks. So population of the study consists of all the entrepreneurs and bank 

managers across the country. For convenience, researched has focused on the entrepreneurs of 

Gujarat state only. For that purpose, entrepreneurs from the nine different clusters available in the 

state were selected. Clusters are based on the list available on Clusters in India by UNIDO. So, on 

the basis of cluster sampling, total sample size consists of 515 entrepreneurs. The main places of 

which are Rajkot, Ahmedabad, Vadodara, Surat, Bhavnagar and Kuchh. On the other hand, for 

bank managers, researcher has selected top five banks on the basis of marginal entrepreneur 

lending in last five years. Selected banks are – State Bank of India, Punjab National Bank, Bank 

of Baroda, Bank of India and Small Industrial Development Bank of India. Total 33 responses 

received from the branches of above banks spread in the state.  

6.2. Sources and Collection of Data:  

For this study, primary and secondary data are used. To collect the primary data from respondents, 

researcher has used the structured questionnaire. Separate questionnaires prepared for the 

entrepreneurs and bankers. For the collection of secondary data, published annual reports of 

selected banks, data available in RBI website and other authenticated sites and documents are used.  

 

6.3. Methodology:  

This study is analytical in nature. After collecting the data from primary and secondary sources, 

thorough analysis is done from various aspects. Further, to test the demand side and supply side 

hypothesis of the study, researcher has used the Chi Square technique. On the basis of same, 

findings are presented.  

 

6.4. Hypothesis: Research has assumed following hypothesis broadly classified from perspectives 

of entrepreneurs which are as under:  

 

– From the perspective of entrepreneurs (Demand side):  

 

H1: Nature and size of business and availability of bank finance are not related significantly.  

H2: Gender, educational qualification and experience level of entrepreneur and availability of bank 

finance are not related significantly.  
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H3: Location and cluster of business and availability of bank finance are not related significantly.  

H4: Perception regarding financing process and availability of bank finance are not related 

significantly.  

 

– From the perspective of bankers (Supply side):  

H1: Small ticket size and high transaction cost and availability of bank finance are not related 

significantly.  

H2: Generation of the entrepreneur and availability of bank finance are not related significantly. 

H3: Credit rating of the enterprise and availability of bank finance are not related significantly.  

H4: Marketing efforts and product branding and availability of bank finance are not related 

significantly. 

 

6.5. Summary of Demand side Hypothesis 

 Hypothesis  Test Applied  Result  

H1 Part  

One  

Availability of Bank  

Finance and Type of  

Enterprise  

Chi Square  

Test  

Very strong evidence against the null 

hypothesis is available. So alternative 

hypothesis is accepted.   

H1 Part  

Two  

Availability of Bank 

Finance and Nature of 

Management  

Little or no real evidences against the null 

hypothesis. So Null Hypothesis failed to 

reject.  

H1 Part  

Three  

Availability of Bank  

Finance and Turnover 

of Enterprise  

Very strong evidence against the null 

hypothesis. So alternative hypothesis 

selected.  

H1 Part  

Four  

Availability of Bank 

Finance and Age of  

Enterprise  

Moderate evidence against the null 

hypothesis. So alternative hypothesis 

likely to be accepted.  

H2 Part  

           

One  

Availability of Bank 

Finance and Gender of 

Entrepreneur  
Chi Square 

Test 

Little or no real evidences against the null 

hypothesis. So null hypothesis fails to 

reject.  

H2 Part  

            

Two  

Availability of Bank  

Finance & Educational 

Qualification of  

Entrepreneur   

Little or no real evidences against the null 

hypothesis. So null hypothesis fails to 

reject.  

H2 Part 

Three  

Availability of Bank  

Finance and Experience 

of Entrepreneur   
  

Little or no real evidences against the null 

hypothesis. So null hypothesis fails to 

reject.  
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H3 Part  

One  

Availability  of  

Finance and Location 

of Enterprise  

Chi Square  

Test  

Moderate evidence against the null 

hypothesis. So alternative hypothesis 

likely to be accepted.  

H3 Part  

Two  

Availability  of  

Finance and Cluster of 

Enterprise  

 Moderate evidence against the null 

hypothesis. So alternative hypothesis 

likely to be accepted.  

H4 Perception regarding financing 

process and availability of bank 

finance are not related 

significantly.  

Chi Square  

Test  

Little or no real evidences against the null 

hypothesis. So null hypothesis failed to 

reject.   

 

6.6. Summary of Supply side Hypothesis 

 

 

6.7 Findings: 

–  One of the most important reason for unavailability of finance to entrepreneurs is their 

risky status.  

– Another important factor considered for negligence of marginal entrepreneurs for finance 

is high transaction cost of the finance.  

  Hypothesis  Test 

Applied  

Result  

H1  Small ticket size and high 

transaction cost and availability 

of bank finance are not related 

significantly.  

Chi  

Square  

Test  

Very strong evidence against the null hypothesis 

is available. So alternative hypothesis is accepted.   

H2  Generation of the entrepreneur 

and availability of bank finance 

are not related significantly.  

Chi  

Square  

Test  

Very strong evidence against the null hypothesis. 

So alternative hypothesis is accepted.  

H3  Credit rating of the enterprise 

and availability of bank finance 

are not related significantly.  

Chi  

Square  

Test  

Very strong evidence against the null hypothesis. 

So alternative hypothesis is selected.  

H4  Marketing efforts and product 

branding and availability of 

bank finance are not related 

significantly.  

Chi  

Square  

Test  

Moderate evidence against the null hypothesis. So 

alternative hypothesis is selected.  



12 
 

– Nowadays credit rating is considered as most important factor for availability of bank 

finance.  

– Lack of proper infrastructure is considered for availability of bank loan  

– Most of the entrepreneurs are having lack of marketing and branding efforts for their 

products or services with compare to large organizations.  

– Central government has announced the various schemes for the welfare of entrepreneurs, 

but all these schemes are utilized in very less proportion. 

– Among the responsible factors for this, majority of respondents have claimed lack of 

awareness about such schemes, even lack of awareness among all bank branches,  

– Branches which are providing this type of special services are limited, lengthy process for 

the same and less amount of loan is also considered.  

– No proper documents, no maintenance of financial accounts, financial reports, lack of 

mortgage or collateral for loan  

– when the amount demanded is high, lack of proper project report required for bank loan, 

education and experience of entrepreneurs, seed capital invested by them  

– banks are also facing various issues like  

– lack of proper and committed staff towards this function,  

– absence of branches in key areas and rural areas,  

– lack of information among the staff,  

– less number of employees pressurized with heavy work load etc.  

 

7. Achievements with respect to the objectives:  

–To know the problems faced by the marginal entrepreneurs: Here, the actual problems of the 

marginal entrepreneurs are pondered upon. It is known that the marginal entrepreneurs are facing 

critical problems at every stage of their business that can be broadly categorized as marketing, 

production, human resources, management and specially finance. 
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–To identify the sources of finance available to marginal entrepreneur: while identifying the 

sources of finance to marginal entrepreneurs, it is known that the marginal entrepreneurs are 

having mainly formal and informal sources of finances. In informal sources, it includes, the private 

borrowings, own savings, finances from friends and relatives etc. whereas, in, formal sources, it 

includes, the funding from banks, institutions etc.  

–To assess the impact of the schemes / programs offered to marginal entrepreneurs by bank: 

Among the various sources available to the marginal entrepreneurs, finances from the banks 

considered as one of the formal sources. Here, in this study there was an aim to assess the impact 

of the bank finance to the marginal entrepreneurs as the available informal sources are risky and 

almost charging higher rate of interest on private borrowing. So for marginal entrepreneurs, it is 

very much necessary that banks finances be adequately available in right time. And it is known 

that if bank finances are readily available to the marginal entrepreneurs in required quantity in 

right time then the potential of the marginal entrepreneurs can be leveraged. Thus, bank finances 

have the positive impact on the productivity and performances of the marginal entrepreneurs. 

–To identify major issues in bank financing - from demand side constraints and supply side 

constraints: As bank finances are an important source of finance to the marginal entrepreneurs, so 

the availability of finances has to be made by the formal sources of finance i.e. by banks. For 

banks, it is also an important and crucial decision to finance marginal entrepreneurs as their status 

for the repayment remains questionable and risky. And banks already have huge burden of NPAs 

to deal with. In such condition, it becomes tough for banks to finance without proper and adequate 

guarantees, while marginal entrepreneurs are sometimes unable to provide the same as per the 

norms of the bank. Proper documentations, filing of the returns etc. are necessary while releasing 

the finances but in case of marginal entrepreneurs, it becomes difficult to produce as per the 

requirement. So, there are certain major issues from the bank side i.e. supply side too to be 

considered while financing to the marginal entrepreneurs.  

–To analyze responses sought from entrepreneurs and bank officials in regard to the problems 

being faced and related issues in bank finance and ascertain viability of measures suggested by 

them to overcome from the constraints: to release the finance to the marginal entrepreneurs, it 

takes policies and people involvement. The policies are there to show the requirements to be filled 

up by the marginal entrepreneurs. It shows the necessary documentations to be made, procedures 
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to be followed, and guarantees to be taken in the process of making finances available to the 

marginal entrepreneurs. People are involved in the process of sanctioning and releasing the 

finances to the marginal involvement. Here, the knowledge, services and behavior of the staff 

involved in the process play vital role as they directly deal with the end user of the banking services 

provided by the banks. The responses from the bank officials were mixed. Highly dedicated and 

committed bank officials were there and the same time the opposite kind of people also found. 

They have provided essential responses in the form of suggestions from their side on the basis of 

their work experience that was found crucial. 

8. Conclusion: 

– Entrepreneurs are the integral part of the economy 

– Banks have to view themselves not just as providers of credit but as partners in the growth 

of these enterprises.  

– Banks also need to create products specifically suited to the requirements of marginal 

entrepreneurs and should take a longer term view of its relationship with such entities while 

pricing such products. 

– Whereas the entrepreneurs have to increase their competitiveness and awareness regarding 

the schemes designed by the Government and offered by the banks. 
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