
Business Sickness 

Business sickness, a critical concern in entrepreneurship development, refers to a 

situation where a company experiences financial distress, operational inefficiency, 

and a potential inability to survive, often leading to losses, job losses, and even 

closure.  

Here's a more detailed look at business sickness in the context of entrepreneurship: 

What is Business Sickness? 

 Definition: 

A business is considered "sick" when it faces significant financial problems, 

struggles to generate enough revenue to cover expenses, and exhibits signs of 

declining productivity and potential closure.  

 Symptoms: 

 Inability to meet debt obligations  

 Accumulated losses exceeding net worth  

 Declining capacity utilization  

 Liquidity issues  

 Cash shortages  

 Poor financial performance compared to past performance or industry peers  

Causes of Business Sickness 

 Internal Factors: 

 Inadequate Financial Management: Poor budgeting, inefficient working capital 

management, and weak equity base.  

 Poor Production Policies: Wrong product selection, defective machinery, and lack 

of quality control.  

 Inadequate Marketing: Poor pricing, ineffective promotion, and lack of market 

information.  

 Ineffective Management: Mismanagement in various functional areas like finance, 

production, and personnel.  

 Lack of Skilled Labor: Unavailability of qualified technical manpower.  

 Outdated Technology: Reliance on inefficient or outdated equipment.  

 Incompetent Entrepreneurs: Lack of knowledge about market, customers, costing, 

marketing, accounts, and finance.  

 External Factors: 



 Market Conditions: Recession, decline in demand, excessive competition, market 

saturation.  

 Government Policies: Unfavorable policies, increased taxation, and erratic supply 

of inputs.  

 Economic Downturn: Recessions, inflation, and economic instability.  

 Natural Disasters: Droughts, floods, and other calamities.  

 Industrial Disputes: Strikes and labor unrest.  

 Technological Obsolescence: Rapid advancements making existing technology 

obsolete.  

Impact of Business Sickness 

 Economic Impact: 

 Resource locking 

 Unemployment 

 Losses for banks and other creditors 

 Reduced economic growth 

 Social Impact: 

 Job losses and increased unemployment 

 Reduced local economic activity 

 Social unrest  

Preventing and Addressing Business Sickness 

 Early Detection: 

Identifying potential problems early on through financial analysis and monitoring 

key performance indicators.  

 Rehabilitation Packages: 

Providing financial assistance, technical guidance, and managerial support to 

struggling businesses.  

 Entrepreneurship Development Programs: 

Providing training and support to entrepreneurs to improve their skills and 

knowledge.  

 Policy Support: 

Implementing policies that promote entrepreneurship and support small and 

medium-sized enterprises (MSMEs).  

 Focus on Innovation and Technology: 



Encouraging businesses to adopt new technologies and improve their processes.  

 Strengthening Infrastructure: 

Improving infrastructure, such as transportation and communication, to support 

businesses.  

 Promoting Quality and Competitiveness: 

Encouraging businesses to focus on quality and competitiveness in the global 

market.  

 


