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Abstract

Small businesses play a vital role in an economic development as they can provide the economy
with competence, innovation, and remove unemployment. Businesspersons are accountable for
the success of their ventures and have to face up to definite tasks in doing so. To understandthe
critical determinants of small business success, the data was collected from 60 randomly selected
respondents in the Srinagarcity ofJammu Kashmir, who were administered with a questionnaire.
Regression analyses of the resultsshowed the positive and significant impact of experience,
investmentand culture and business profile with R2=0.627 and F= 11.212. The establishment of
a system to create ample opportunities for skill development to enhance businessperformance is

seen as a sensibleapproach towards future.

Keywords: small business success, entrepreneurship, investment, small business, business

success factors.

Introduction

Small business organizations play a vital role in the economic health of any nation. Besides
helping with the problem of unemployment (Audretsch et al, 2015). They are important for the
overall country's growth, its ability to quickly adapt to a changing marketenvironment, contribute

towards thedevelopment of the sub-regions and as well as facilitate the quickimplementation of



technological innovations (Bagautdinova et al, 2016). Their performance, on the other
hand,depends upon various socio-economic aspects. Factors like Education, Experience, Culture,
and Etc. play a considerable role when it comes to the health of a business. The objective of this
paper is to evaluate determinants of business success in such an economy like Jammu Kashmir.

We would focus our study on summer capital of the state i.e., the Srinagar city.

Small Business is defined as an independently owned and operated enterprise that is not
dominant in its field or industry and which has relatively fewer resources than other companies
in its market (Street & Cameron, 2007). Small businesses are common in manycountries,
depending on the economic system in operation. Typical examples include convenience
stores,bakery shops, hairdressers, tradesmen, lawyers, accountants, restaurants, photographers,
etc. As per theGovernment of India Development Commissioner (MSME) Ministry of Micro,
Small & Medium Enterprises, a Small and medium scale enterprises (SMEs) are understood in
India as enterprises where the investment in plant and machinery or equipment is between Rs. 25
lac to Rs. 10 crores in case of a manufacturing industry and between Rs. 10 lac to Rs. 5 Crore in
case of a service sector enterprise. This definitiondefines SMEs according to two main factors,
investment in plant and machinery and sector category. Small business can provide the economy
withefficiency, innovation, competition and job growth. Entrepreneurs are responsible for the
promotionoftheir enterprises and businesses and cause economic development as they infuse
dynamism in economicactivity within their territory; manage organizational and technical
change; and also promote theinnovation and learning culture on such environment
Entrepreneurship is accepted as a driving forcebehind the economic and social development of
countries But this depends upon the formal and informalattributes associated with the

entrepreneurs.

Srinagar city is located on both the sides of the Jhelum River. The river passes through the city
and meanders through the valley, moving onward and deepening in the Dal Lake. The city is
famous for its nine old bridges, connecting the two parts of the city. There are a number of lakes
and swamps in and around the city. These include the Dal, the Nigeen, the Anchar, KhushalSar,
Gil Sar and Hokersar. The city is the largest city and the summer capital of the Indian state of
Jammu and Kashmir. It is famous for its gardens, waterfronts and houseboats. It is also known
for traditional Kashmiri handicrafts and dried fruits.In November 2011, the City Mayors

Foundation, an advocacy think tank announced that Srinagar was the 92nd fastest growing urban



areas in the world in terms of economic growth, based on actual data from 2006 onwards and
projections to 2020 (Greater Kashmir, 2011). Srinagar occupies an area of 1979 Sq. Km. The
totalpopulation of the district was 12.36 Lacs(2011 census), which comprised of Rural
Population13572 and UrbanPopulation1223257. Literacy Rate stoodat  71.21 % as per the

same census with 521 Educational Institutions and 194Health Institutions.

Tourism is the major economic activity in the city. Mostly urbanpeople seek jobs in government
for their livings. Those who do business they are not skilful. They lackmanagerial skills, had no
knowledge of modern business techniques. They have inadequate promotionalactivities or use
available promotional facilities improperly. Socio-cultural and physical infrastructure isnot well
developed to support them. The disturbed political situation in the city is also a major hurdle in
theway of investment. Quality assurance of the product can be acceptable in the market. At
present localmarket has low demand due to the low purchasing power of the customer. Although
thegovernment hasgiven subsidies to promote investment, yet it has not given any attention to
awareness and trainingprograms for business class. Electricity is the only source of energy in

Srinagar which is very much unavailable most of thetimes especially during winter season.
Literature review

Small business is an important part of any national economy (Desouza&Awazu, 2006). They act
as small building blocks in thedevelopment of a nation.Small businesses havebeen defined in a
variety of ways by different scholars, for example,(Paige &L.ittrell,2002) defined small business
by inherent criteria including autonomy and liberation,controlling anindividual’s own future and
being one’s own superior and extrinsic effectscomprisingof financialyields, individualincome
and wealth. (Masuo et al,2001) told that small business ventures success is usuallydefined in
terms of financial or economic measures which include return on assets, profits, sales,employees
and survival rates and non-financial measures, like customer satisfaction, individualdevelopment
and personal recognition. Factors of business success also vary in nature. For
example,(Kamitewoko, 2013)mentioned access to capital and size of theinvestment.
Whereas,(Raman, 2004); (Panda, 2008)found thatexperience of theentrepreneurplays a crucial
role in business success. (Thapa, 2007); (Indarti&Langenverg,2008) found that the education has
apositive effect on business success. On the otherhand,(Minniti& Bygrave,2003) havestated that
people with more education are not essentially more entrepreneurial in nature. (Masuo et

al,2001) said that ageof an entrepreneur and his support networks have positive contributions
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towards business. (Smelser&Swedberg, 2010) pointed out that most of theentrepreneurs in USA
start abusiness during their30s and 40s age. Many scholars found that there is no age
boundary,when it comes to entrepreneurial ambitions.Age difference at the start of business
seems to have no linkwith business success. According to(Staw, 1991), at the beginning of any
business age is not a key factor for its success, but with enough training and preparation,the
earlier someone starts abusiness the better. The author also notes that age is connected to
businesssuccess if it includes both consecutive age and entrepreneurial age. This means when
you age as an entrepreneur you are getting experienced in business as well. Age thus
indicatesextensivebusiness experience. (Masuo et al, 2001); (Rose et al, 2006) haveidentified
skills and training of an individual to be the factors behind successin the business.
(Raman,2004)found that motivational determinants such asthird-partysupport, boost by friends
andfamily members, Skill, economic conditions and individualinitiativesare the reason behind
success as an entrepreneur. (Swunney&Runyan,2007) state that income generation and to create
a job, support from family and friends are theforemost factors for inspiring an individual to
become a successful entrepreneur.Another study found internal factors such as size, years in
business, the ability tomagnetize marketing,financing, and human resource and external factors
such asinfrastructure, market environment,sales tax rate, business opportunity, availability of
resources, economic conditions,competition, and government regulation are factors of business
success(Rogoff et al, 2004). The significance ofgovernment support as a factor for small
business success is supported in a number of other studies as well. For example (Economy,
2004) found that the businesses getting support services likefinancing, training, technical,
extension and consultancy, information, etc. from the public or privateagencies showed
asignificantrise in productivity, employment and sales. On the contrary, some other studies
haveestablished that government assistance has a minor role in small business success(Mambula,
2004). There are also number of studies that supportlocation of business as a major factor in its
success (Walker & Brown, 2004); (Spindler, 2009)

Methodology



Primary data from 60 private business organizations who were randomly selected with a criterion
of minimumRs10 lac as investment and at least twoemployees was collected with the help of a
questionnaire. A five-point Likert scale was used in aquestionnaire on different attributes
innovativeness,business knowledge, hard work, strong financial resources, product
competitiveness and businessnetworking (Saleem, 2017). Government assistance, training and
extension services, marketing, moral support, technicalassistance, infrastructure, and business-
related policies etc. business profile, skill, socio-culturalenvironment and business conditions
and governmentguidelines (Saleem, 2017). Regression impact was seen on average profitper
month for knowing the success of thebusinesses. ANOVA test was also used to understand

theeffecton groupdifferences.

Modeling

The General Linear Model is usually estimated by means of ordinary least square, has become
one of themost widely used analytic methods in social sciences research (Pohlman&Leitner,
2003). Most of the statisticsused in social sciences are based on linear models, which means
trying to fit a straight line to datacollected. Ordinary least square is used to check a function that
relates dependent variable (Y) to one ormore independent variables (x1, x2, x3...xn). It uses

linear function that can be stated asY =a + bxi + ei

Where,

a : Constant

b :Line slope

xi : Independents variables
ei : Error term

Hence to assess contribution of different factors in business successa Linear Regression
Model was expressed as follow:Y (Average profit per month) = a (constant) + x1 (Age) +x2
(Education) + x3 (Experience) + x4(Business profile) + x5(Skill) + x6 (Socio cultural factors) +

X7(Business environment and government policies)+x8 (Investment) + ei (Error term).
This model is adopted from (Saleem, 2017).

Analysis and interpretation



Table 1. Regression impact of independent variables on dependent variable

Independent Un-standardized Coefficients Standardized
Variables B  Std.Error Coefficients Beta t Sig.
(Contants) -34.658 17.086 -2.018 0.047
Age -0.280 0.267 -0.158 -1.050 0.299
Education 0.355 0.365 0.090 0.973 0.335
Experience 1.052 0.290 0.537 3.628 0.011
Business profile 1.771 0.465 0.401 3.833 0.000
Skill 0.427 0.298 0.144 1.435 0.157
Culture -0.629 0.237 -0.246 -2.655 0.011
Business
environment -0.347 0.389 -0.089 0.817 0.363
Investment 0.004 0.001 0.329 3.382 0.001

Model = 1, R =.799, R Square=.627, AdjustedR Square =.581, F =11.212, Sig. =.000

Assessment of the business success by means of original variables showed moderate to strong
multi collinearityamongst the independent variables in Table 1.The large value of F-statistics
shows that the explanatory variables comprised in the model jointlyhad asignificant impact on
profit. The high R2 and Adjusted-R2 values suggest that 80 percent variations inthe profit
wereexpounded by the explanatory variables comprised in the model. The coefficient
ofexperience, business profile, culture and investment was positive and significant below 5
percent leveland suggests that experience, business profile, culture and investment have a
positive relationship with profit. It also suggests that a 1percent increase in experience, business
profile, culture and investment will increase profit about 80percent. Remaining explanatory
variables i.e. age, education, skill, and business environment had nosignificant impact on profit.

Using ANOVA in Table 2, same results can be seen in experience and investment.

Table 2. Explanatory variables and ANOVA Analysis

) Sum of Mean )
Variables Levels Df F Sig.
squares square
Between
Investment 5628.415 2 2854.112
groups
Within 6426.519 57 130.190 21.973 0.000




Groups
Total 13154.933 59
Between
Age 2.489 1 2.489
Groups
Within
13152.444 58 226.766 0.011 0.917
Groups
Total 13154.344 59
Between
Experience 3177.344 2 1638.672
Groups
Within
9377.589 57 173.291 9.406 0.000
Groups
Total 12254.933 59
. Between
Education 1844.600 2 922.300
Groups
Within
11310.333 57 198.427 3.648 0.000
Groups
Total 13154.933 59

However higher education level also had apositive and significant impact on business success.
Descriptivestatistics in Table 3, shows that 70% respondents were educated above secondary
level. Fifty three percenthad entrepreneurial experience of 11 years to 20 years. 40percent had

investment between 10lacand 20 lac.

Table 3. Descriptive statistics of the respondents

Variables Attributes F Percentage
Age Below 20 years 0 0
21-40 years 42 70
Above 40 years 18 30
Education Below primary class 4 6.7
Between primary and
14 23.3
Secondary class
More than secondary
42 70

class




Experience 1-10 years 14 23.3

11-20 years 32 53.3

More than 21 years 14 23.3

Investment Up to 10 lac 22 36.7
Between 10 to 20 lac 24 40

Above 20 lac 14 23.3

There is a strong and positive correlationbetween business successand experience, business
profile,investment and can be seen in Table 4. The study agrees with (Chetty et al, 2006) in

supporting experience as an important factor in the success of a business.

Table 4. Correlation between explanatory variables on profit

) ) ) Business ] Business
Variables | Age | Education | Experience ] Skill | Culture ) Investment
Profile Environment

Profit | 0.224 0.054 0.432 0.465 | 0.376 | -0.021 -0.014 0.547
Sig. (2

) 0.085 0.681 0.001 0.000 | 0.003 | 0.874 0.913 0.000
tailed)
Conclusion

There is a non-availability of consultative services, neither public nor private from where
businesspersons could developtheir skills to help them grow. Businesspersons were doing
business on the basis of their experience in thosegoods, which were either sold more often or had
much profit per unitand were according to present culture. Businessperson were not more
resourcefulness in bringing positivechange in the present culture and could not motivate
customers well or implementnew and improved marketing strategieseffectively in order to boost
sale. They also lacked the knowledge about the strengths and weaknesses about their businesses.
Higher education enabled businessperson tounderstand the business world better, but due to lack
of business background they could not understand the technicalities. Nevertheless,jointly all
independent variables had a significant effect on business success.Finally, it is proposed that the
government shouldoffer opportunities to businessperson for developing their skills in order to

succeed in business.
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