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T Entrepreneurship is the most common phenomenonnow days in the developed nations.An attempt is made in this paper to 
explore the small and medium enterprises problemsin backward districts of Andhra Pradesh which includes Anantapuramu, 
Chittoor, Kurnool Srikakulam, Vizayanagaram and YSR Kadapa. Enterprises’ problems across the value chain of their 
businesses have been studied. The problems covered includes; inbound logistic, operations/production, out bound  logistics, 
marketing & sales, finance, infrastructure, human resource  and technological problems.

ManagementOriginal Research Paper

INTRODUCTION 
According to Porter, business achieves success through value 
chain. Value chain focuses on all the value addition activities of 
the enterprise. Hence, understanding the problems with respect 
to value chain has a great significance. Value chain includes 
the primary activities (Through which enterprise produce value 
for customers-inbound logistics, operations outbound logis-
tics, marketing and sales and service) and supporting activities 
(These are supportive for primary actives- infrastructure, human 
resources, technology and procurement).

Problems of Enterprises in Value addition

Source: Modified version of Porter’s value chain 

For the present study Porter’s framework has been modified 
based on pilot study and studied the problems of small and 
medium enterprises in terms of  includes inbound logistic, op-
erations/production, out bound  logistics, marketing & sales, 
finance, infrastructure, human resource  and technology.  

METHODOLOGY
Enterprises problems are assessed by using categorical scale 
(questionnaire). The categories include YES (Enterprise have 
problem) and NO (Enterprise don’t have problem).  Further, 
chi-square test is performed for testing relationship between 
problems and nature of enterprise. Chi-square value has been 
calculated through the following formula;
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DATA ANALYSIS 
Problems of small and medium enterprises in terms of in-
bound logistic, operations/production, out bound logistics, 
marketing & sales, finance, infrastructure, human resource 
and technology have been studied.

Inbound Logistics Problems
Enterprise value addition in business starts with inbound logis-
tics. Inbound logistics refers to the transport, storage and 
delivery of raw materials coming into a business. Inbound 
logistics activities includes sourcing of raw materials, trans-
portation of raw materials and warehousing of raw materials 
hence inbound logistics problems have studied with respect to 
sourcing of raw materials, transportation of raw materials and 
warehousing of raw materials. Table shows small and medium 
scale enterprises inbound logistics problems. 

Inbound Logistics Problems
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Inbound logistic  Problems

Yes No Total

Small 214 (54.88) 176 (45.12) 390 (100)

Medium 65 (43.33) 85 (56.67) 150 (100)

Total 279 (51.67) 261 (48.33) 540 (100)

Note: Figures in brackets indicate the percentage to total.

Source: Primary data

The perusal of the Tablereveals that, if all the enterpriseare tak-
en together, 51.67 percent of enterprise have the inbound logis-
tics problems and48.33 don’t havethe problems.In case of small 
scale enterprises, 54.88 percent have inbound logistics problems 
and 45.12don’t have the problems. With regard to medium 
scale enterprises, 43.33percent have inbound logistics problems 
and 56.67 percent don’t have the problems.On an overall basis, 
it may be said that inbound logistics problems are high in small 
scale enterprises compare to medium scale enterprises.
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Operations Problems
In operations, organisation converts the raw materials in to 
output/ product/service. For converting the raw material into 
output/ product/service organisation has to do the inventory 
management, design of production process, deployment of 
work force, planning of production capacity and product qual-
ity, and plant maintenance hence small and medium scale en-
terprises’ operations problems have been studied with respect 
to all of them. Table represents small and medium scale enter-
prises’ operational problems. The perusal of the Tablereveals 
that, if all the enterprises are taken together, 47.03 percent 
of enterprises have the operation / production problems and 
52.97 don’t have the problems. In case of small scale enter-
prises, 45.64percent have operation / production problems 
and 54.36 don’t have the problems. With regard to medium 
scale enterprises, 50.67 percent have operation / production 
problems and 49.33 percent don’t have the problems. 

Operations/ Production Problems
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Operations/ Production Problems

Yes No Total

Small 178
(45.64)

212
(54.36)

390
(100)

Medium 76
(50.67)

74
(49.33)

150
(100)

Total 254
(47.03)

286
(52.97)

540
(100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
On an overall basis, it may be said that operation / produc-
tion problems are high in medium scaleenterprises compare to 
small scale enterprises.

Outbound logistic Problems
Inbound logistics refers to the transport, storage and delivery 
of raw materials coming into a business. Outbound logistics 
refers to the same for goods going out of a business. In out 
bound logistics organisation perform two functions/ activities 
warehousing (finished goods) of products and transportation 
of products.  Hence, small and medium scale enterprises out- 
bound logistics problems are studies in terms of warehousing 
and transportation of product. Table represents small and me-
dium scale enterprises’ outbound logistics problems. 

Table :Outbound logistic Problems  
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Yes No Total

Small 190
(48.71)

200
(51.29)

390
(100)

Medium 60
(40.0)

90
(60.0)

150
(100)

Total 250
(46.30)

290
(53.70)

540
(100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
The perusal of the Tablereveals that, if all the enterprises are 
taken together, 46.30 percent of enterprises have the out-
bound logistics problems and 53.70 don’t have the problems. 
In case of small scale enterprises, 48.71percent have out-
bound logistics problems and 51.29don’t have the problems. 
With regard to medium scale enterprises, 40.00percent have 
outbound logistics problems and 60.00 percent don’t have the 
problems. 

Marketing Problems 
Enterprises’ business success depends their marketing per-
formance. Marketing problems have studied with respect to 
product, payments,distributers/ wholesalers/ retailers,promo-
tion, competition,demand,legal problems with customers and 
export. Table represents small and medium scale enterprises 

marketing problems, if all the enterprises are taken together, 
69.07 percent of enterprises have the Marketing problems 
and 30.93 don’t have the problems. 

Table :Marketing Problems
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Marketing Problems 

Yes No Total

Small 265 (67.94) 125 (32.06) 390 (100)

Medium 108 (72.00) 42 (28.00) 150

Total 373 (69.07) 167 (30.93) 540 (100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
In case of small scale enterprises, 67.94percent have market-
ing problems and 32.06don’t have the problems. With regard 
to medium scale enterprises, 72.00 percent have marketing 
problems and 28.00 percent don’t have the problems. On an 
overall basis, it may be said that marketing problems are high 
in medium scale enterprises compare to small scale enterprises.

Financial Problems 
One of the biggest challenges for enterprises is financial prob-
lem. Hence, financial problems are studied with respect to 
working capital, credit assistance, interest rates and fixed capi-
tal. Table represents small and medium scale enterprises finan-
cial problems.

Table:Financial Problems
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Financial Problems 

Yes No Total

Small 232 (59.49) 158 (40.51) 390 (100)

Medium 96 (64.00) 54 (36.00) 150 (100)

Total 328 (60.74) 212 (39.26) 540 (100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
The above tablereveals that, if all the enterprises are taken to-
gether, 60.74 percent of enterprises have the financial prob-
lems and 39.26 don’t have the problems. In case of small 
scale enterprises, 59.49percent have financial problems and 
40.51don’t have the problems. With regard to medium scale 
enterprises, 64.0 percent have financial problems and 36.00 
percent don’t have the problems. On an overall basis, it may 
be said that financial problems are high in medium scale en-
terprises compare to small scale enterprises.

Human Resources Problems 
Human resource department of organisation focuses on re-
cruitment, selection of employee, providing proper orientation 
and induction, providing proper training and the developing 
skills, assessment of employee (performance of appraisal), pro-
viding proper compensation and benefits, motivating, main-
taining proper relations with labour and with trade unions, 
maintaining employees’ safety, welfare and health by comply-
ing with labour laws of concern state or country.  Small and 
medium scale enterprises human resource problems are pre-
sented in the Table.

Table: Human Resources Problems
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Human Resources Problems 

Yes No Total

Small 215(55.12) 175 (44.88) 390 (100)

Medium 103 (68.67) 47 (31.33) 150 (100)

Total 318 (58.89) 222 (41.11) 540 (100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
The perusal of the Tablereveals that, if all the enterprises are 
taken together, 58.89 percent of enterprises have the Human 
Resource problems and 41.11 don’t have the problems. In 
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case of small scale enterprises, 55.12percent have human re-
source problems and 44.88don’t have the problems. With re-
gard to medium scale enterprises, 68.67 percent have human 
resource problem and 31.33 percent don’t have the problems.

Technological Problems 
Now a day organisation without technological application is 
an out dated organisation. Along with the advantages to or-
ganisation they also create problems like awareness problems 
to employees, affordability and skills problems to organisation.
Table presents small and medium scale enterprises technolog-
ical problems.

Table :Technological Problems
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Technological Problems 

Yes No Total

Small 235
(60.26)

155
(39.74)

390
(100)

Medium 111
(74.00)

39
(26.00)

150
(100)

Total 346
(64.07)

194
(35.93)

540
(100)

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
The perusal of the Table reveals that, if all the enterprises are 
taken together, 64.07 percent of enterprises have the techno-
logical problems and 35.93 don’t have the problems. In case 
of small scale enterprises, 60.26percent have technological 
problems and 39.74don’t have the problems. With regard to 
medium scale enterprises, 74.00 percent have technological 
problem and 26.00 percent don’t have the problems

Infrastructure Problems
Enterprises’ value addition in their business depends on their 
infrastructure. Infrastructure covers power, roads and build-
ings. Table presents small and medium scale enterprises’ infra-
structural problems.

Table: Infrastructure Problems
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Infrastructure Problems 

Yes No Total

Small 210
(53.85)

180
(46.15)

390
(100)

Medium 80
(53.33)

70
(46.67)

150
(100)

Total 290
(53.70)

250
(46.30)

540
(100)

Chi-square  
Test 

Calculated 
value

Degree of 
freedom

Table  value
(5%) Decision

5.01 1 5.99 H1

Note: Figures in brackets indicate the percentage to total.
Source: Primary data
 
The perusal of the Tablereveals that, if all the enterprises are 
taken together, 53.70 percent of enterprises have the infra-
structure problems and 46.30 don’t have the problems. In 
case of small scale enterprises, 53.85percent have infrastruc-
ture problems and 46.15don’t have the problems. With regard 
to medium scale enterprises, 53.33percent have infrastructure 
problem and 46.67 percent don’t have the problems.Further, 
the following hypothesis has been formulated for exploring 
the relationship between status of enterprise and technologi-
cal problems. 

H8: There is a significant relationship between status of 
an enterprise andinfrastructure problems.
 
H0: There is no significant relationship between Status of 
an enterprise and infrastructure problems.
 

Hypothesis has been tested with the help of independent chi-
square test. The results are furnished in the Table - 5.15. 

Table: Hypothesis on Infrastructure Problems
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  Infrastructure Problems 

Yes No Total
Small 210 (209.0) 180 (181.0) 390 (100)
Medium 80 (80.6) 70 (69.4) 150 (100)
Total 290 () 250 () 540 (100)

Chi-square  
Test 

Calculat-
ed value

Degree of 
freedom

Table  
value (5%) Decision

0.11 1 5.99

Source: Primary data

A cursory look at the Table reveals that, there is a significant 
association between infrastructure problems and status of en-
terprise. This is so because the calculated value of χ2 is   0.11, 
which is lesser than that of its critical value (5.99) at 5 per 
cent level of significance. Therefore null hypothesis is rejected 
and alternative hypothesis is accepted. It may be summed up 
that, finance problems differ with status of enterprise.

FINDINGS 
If all the enterpriseare taken together, 51.67 percent of en-
terprise have the inbound logistics problems and48.33 don’t 
havethe problems.In case of small scale enterprises, 54.88 per-
cent have inbound logistics problems and 45.12don’t have the 
problems. With regard to medium scale enterprises, 43.33per-
cent have inbound logistics problems and 56.67 percent don’t 
have the problems. With respect to operations if all the enter-
prises are taken together, 47.03 percent of enterprises have 
the operation / production problems and 52.97 don’t have 
the problems. In case of small scale enterprises, 45.64per-
cent have operation / production problems and 54.36 don’t 
have the problems. With regard to medium scale enterpris-
es, 50.67 percent have operation / production problems and 
49.33 percent don’t have the problems. With regards to out-
bound logistics if all the enterprises are taken together, 46.30 
percent of enterprises have the outbound logistics problems 
and 53.70 don’t have the problems. In case of small scale en-
terprises, 48.71percent have outbound logistics problems and 
51.29don’t have the problems. With regard to medium scale 
enterprises, 40.00percent have outbound logistics problems 
and 60.00 percent don’t have the problems. As regards to 
marketing if all the enterprises are taken together, 69.07 per-
cent of enterprises have the Marketing problems and 30.93 
don’t have the problems. With regards to finance if all the 
enterprises are taken together, 60.74 percent of enterprises 
have the financial problems and 39.26 don’t have the prob-
lems. In case of small scale enterprises, 59.49percent have fi-
nancial problems and 40.51don’t have the problems. With re-
gard to medium scale enterprises, 64.0 percent have financial 
problems and 36.00 percent don’t have the problems. With 
respect to human resources if all the enterprises are taken 
together, 58.89 percent of enterprises have the Human Re-
source problems and 41.11 don’t have the problems. In case 
of small scale enterprises, 55.12percent have human resource 
problems and 44.88don’t have the problems. With regard 
to medium scale enterprises, 68.67 percent have human re-
source problem and 31.33 percent don’t have the problems.If 
all the enterprises are taken together, 64.07 percent of enter-
prises have the technological problems and 35.93 don’t have 
the problems. In case of small scale enterprises, 60.26percent 
have technological problems and 39.74don’t have the prob-
lems. With regard to medium scale enterprises, 74.00 percent 
have technological problem and 26.00 percent don’t have the 
problems. If all the enterprises are taken together, 53.70 per-
cent of enterprises have the infrastructure problems and 46.30 
don’t have the problems. In case of small scale enterprises, 
53.85percent have infrastructure problems and 46.15don’t 
have the problems. With regard to medium scale enterprises, 
53.33percent have infrastructure problem and 46.67 percent 
don’t have the problems.
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