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Abstract

The strength of an emerging economy are the Micro, Small and Medium Enterprises as they
paramount the economy to a greater extent. Since, MSMEs plays a greater role in the creation of
wealth in advanced countries, there shall be justification on the less contribution of the same in
developing economy. India as a developing economy should foster their industrial productivity and
manufacturing MSMEs have a major role. It is being argued that the micro and small firms are
exposed to sickness to a larger extent due to resource scarcity (Mehta & Rajan, 2017). The present
study analyses social capital as a resource from structural social capital dimensions of MSMEs with
respect to Government organizations and commercial banks for strengthening social capital of
manufacturing MSMEs. The study is conducted based on 90 manufacturing MSMEs in Kerala.

Keywords: micro sector, small sector, medium sector, emerging economy, competitive resources,
capabilities, social capital

1. INTRODUCTION

Indian Industrial sector are predominated
by Micro, Small and Medium Enterprises
and their competitiveness needs to be
improved right from firm perspective, later
to industry and finally at the country level.

While looking from the perspective of
developed economies especially European
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Union, OECD countries like United States,
Australia, Canada and some Asian countries
like China & Taiwan, the larger
concentration of small and medium
enterprises realized the success for such
economies.

In India, Micro, Small and Medium
Enterprises play a pivotal role as they
constitute around 95 per cent among overall
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industrial sector. The micro enterprises
shares the highest percentage among total
MSME sector, followed by small and
medium enterprises (Annual report, Ministry
of MSMEs, 2017).

Therefore the present study focuses on the
Micro Small and Medium Enterprises based
on the theory of resource based view.

2. LITERATURE REVIEWS
2.1. Competitiveness and Indian
Manufacturing MSMEs

India’s competitiveness lies largely on
MSMEs, especially manufacturing. The
survival of small firms depends on the
resources possessed by the firm. Studies on
resources are made extensively in relation to
their composite nature, relationships of
resources and performance (Green,1997).
But less studies have focused on the nature
of competitiveness of resources, which may
positively  contribute  towards  firm
capabilities.

The disparities in the growth rates among
Indian States of Uttarpradesh, Maharashtra,
Gujarat and Kerala put emphasis on the
problem of regional industrial efficiency of
MSME and the present study focuses within
the region of Kerala which is positioned
lower among various States.

A wide range of literatures from the year
2000 to 2018 for identifying the concepts of
competitiveness of Indian manufacturing
sector, relationship between competitiveness
and SMEs , competitive advantage, resource
based view, capabilities are reviewed from
the publishers of emerald, elsevier,
indersicence, for getting clarity on the short
term performance of the firms. The
Competitiveness of MSMEs depends
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extensively on the development of
capabilities which may lead to superior
performance within small and medium
enterprises (Singh, 2013).

2.2. Resource based view

The resource based view, though in
discussion since 20 years, still is not
extensively used in strategic management for
generating sustained competitive advantage
for firms (Barney, 1991; Carraresi et al.,
2012). Resources includes physical, human,
organisational, entrepreneurial, a unique
combination of which generates sustained
competitive advantage. Each firm within the
same industry are of heterogenous in nature.
Firms are a combination of productive
resources which are essential for generating
capabilites within the firm (Bjorn, 2004).
Competitive resources are classified as
physical capital resources, entrepreneurs’
capital resources and social capital resources
and the present study analyses the aspects of
social capital as an important resource.

2.3. Competitive Resources as a driver
towards Sustained competitive advantage
in emerging markets

Indian Manufacturing MSMEs’ resources
and capabilities are analysed by the authors
from theoretical perspective  which
highlights the importance of competitive
resources. There are firms which perform
badly in attractive industries while certain
firms perform well in declining industries.
Resource Based View emerged as a solution
to such performance differences among
firms.

Sustained competitive advantage is
generated by firm’s unique combination of
resources (Wernerfelt, 1984; Barney, 1991;
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Conner & Prahalad, 1996; Dollinger, 1999).
Successful enterprise creation is usually the
result of tangible and intangible resources,
which represents the strength and weakness
thereby leading to competitive advantage
(Grant, 1991). Tangible resources constitute
physical capital such as location, facilities,
plant and equipments, where Indian small
and medium enterprises lacks considerably.

From Figure 1, there are wide disparities
among states in terms of GDP contribution.
This can be due to different reasons.
Industrialisation to flourish in India requires
more acquisitions of land. There are also
other issues such as labour, electricity, water
etc. Land acquisitions were favourable in
industry  friendly  states  especially
Maharashtra, Gujarat and Tamil Nadu and
such forced actions created violence in less
industry friendly states (Mukherji, 2009).
Indian industry should focus more on
creating transparency for ensuring clearances
and licenses to foster the growth of
manufacturing. All these postulate the need
to focus on physical capital as competitive
resource.
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Entrepreneurs’ capital has evolved
recently as an important resource, which
determines the firm’s ability to generate
better income options. The decisions relating
to the investment in physical capital, social
capital and human capital depends on
entreprenueurs’ capital (Ngatno et al., 2016).
The variables selected for entrepreneur
capital are age, education and experience
which is determined to have a significant
impact on firms survival from the model of
Bates (1990). The small and medium firms’
survival in India is greatly influenced by
entrepreneurs’ age, experience, education,
caste and social community (Bates, 1990).
These are called entrepreneurs’ human
capital.

The Human capital as intangible resource
is the investment made through education
and training which in turn leads to increased
human productivity resulting in increased
firm performance (Schultz, 1961).

Social capital viewed from the point of
view of external relationship 1is the
relationship maintained by the firm with the
institutions and players outside for
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Source: MSME Annual report, Ministry of MSME 2017

Figure 1. Percentage distribution of MSME in top 8§ States
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improving the performance of manufacturing
MSMEs.

From Figure 2 it is depicted that the
percentage contribution of institutional
finance towards registered MSME:s is around
11.21 per cent, which is the major cause of
self-financing by MSMEs (As per the fourth
All India Census , 2006-2007).

It is noted that the timely and adequate
support extended to manufacturing MSMEs
are largely constrained by regulatory
barriers. Relationship with customers helps
small and medium enterprises to acquire new
skills. Customer relationship ensures firm to
be profitable, both in the short run and long
run necessary to gain improved performance
among manufacturing MSMEs in India.

This research, therefore examines to what
extend variables explained with respect to
Government and commercial banks
strengthens social capital, which will foster
improved performance among
manufacturing MSME:s in India.

2.4. Social capital as an important
resource

According to researchers, social capital
has been viewed as an important resource for

93%

Source: Government of India (2011)
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generation of information and knowledge
through maintaining relationship either
internally or externally. Micro, Small and
Medium Enterprises need assistance and
support  from  various  government
organizations and banks. Social capital
mainly has three dimensions which includes
structural, relational and cognitive (Nahapiet
& Ghoshal, 1998). Structural social capital is
the network under social system that enables
to gain access among different players
crucial for the survival of MSME. Acting
within social system helps to improve
knowledge and reduces transaction cost
(Claridge, 2018). For the development and
growth of MSME in developing economy,
the role of Government is remarkable. There
are different agencies controlled by
Government to enhance the performance of
MSME. For developing trust among
Government organization timely support in
the form of extending financial as well as
promotional measures are crucial. Social
capital is the network of relationships
embedded within and external to the firm
necessary for enhancing firm success. The
existence of Micro, Small and Medium
enterprises depends on the support extended
by Government organizations as well as

14 Self Finance
M Institutional Finance

M Non institutional Finance

Figure 2. Distribution of finance among different sources
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commercial banks therefore considered as
competitive resource.

Government organizations play a very
important role in fostering entrepreneurship
among emerging economies. Despite, Micro,
Small and Medium Enterprises are
handicapped as a result of several entry
barriers in terms of stringent regulatory
constraints, lack of financial and non-
financial assistance etc. The regulatory
constraints with respect to registration,
acquiring licenses are still prevalent in
developing countries (Simbi, 2016). In the
case of many developing countries, as the
Government plays a leading role in
entrepreneurship development, there is a
need to extend sufficient resources for the
development of MSME. As per the GEM
report (Reynolds, 2002), there is a lack of
coordination among various Government
organizations which hampers smooth
administrative procedures with respect to
their growth and survival. The Government’s
role in fostering social capital is
commendable (De, 2001). Researchers
studied different types of Government
interventions in the form of financial
assistance, provision of business information
through arrangement of trade fairs and
exhibitions encourage entrepreneurship
(Verheul et al, 2001). The present section
analyses the structural social capital of
MSME with respect to Government
organizations such as Directorate of
Industries and Commerce, Kerala State
Electricity Board, Kerala Small Industries
Development Corporation, Kerala Industrial
Infrastructure Development Corporation.
With respect to the above discussions, the
hypothesis framed is as follows:

Hypothesis 1 (H1): There is significant
difference in Structured social capital with
respect to Government among MSME.
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Same as the case of commercial banks,
are the major source of credit support for the
survival of Micro, Small and Medium
Enterprises. Commercial banks are the major
source of credit support at the time of initial
establishment of the enterprise. The inability
of MSME in indulging in growth and
developmental activities is due to inadequate
finance. (Peter & Inegbenebor, 2009). In
many developing countries, banks consider
SMEs as more profitable segment (de la
Torre et al., 2010). Term loans and micro
finance assistance from different banks such
as public sector banks, private sector bank,
within a period of 3 months is analyzed:

Hypothesis 2 (H2): There is significant
difference in Structured social capital with
respect to commercial banks among MSME.

Researchers pointed out that access to
finance allows micro, small and medium
enterprises to expand their business and
acquire latest technology which facilitates
efficient utilization o resources, expansion
and diversification among small and medium
enterprises (UNCTAD, 2001). Financial
access enables all firms to develop and grow.
Loans in the form of microfinance are
insufficient for firms to grow and prosper.
Access to finance enables Micro, Small and
Medium Enterprises to indulge in different
types of developmental activities such as
expansion, innovation which ultimately
improves the competitiveness of the firms
(Beck & Demirguc-Kunt, 2006). Also access
to finance enables the firms to better utilize
resources, by reducing cost (Shihadeh et al.,
2019).Therefore the hypothesis framed is as
follows:

Hypothesis 3 (H3): There is significant
difference in developments made by MSMEs
with respect to commercial banks

The present paper focuses on the
structural dimensions which are necessary
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for strengthening social capital as
competitive resource. Also it is essential for
generating capabilities which is essential for
superior firm performance and the resource
of social capital is to be treated as
competitive by entrepreneurs of micro, small
and medium enterprises. Our findings are
based on 90 firms in Kerala selected from
different entrepreneurial associations.

3. RESEARCH METHODOLOGY

The study is purely descriptive and
analytical in nature. The importance of social
capital has been studied based on interview
schedules based on established literatures.
All constructs were selected based on
conducting reliability test of Cronbach’s
alpha greater than 0.7. Kerala is placed least
among the top 10 States, based on the report
of Entrepreneurs Memorandum Part II
registered as per Ministry of MSME 2014-
15. Therefore, the researcher focuses, on the
district of Ernakulam, as Ernakulam is
considered as the commercial hub of Kerala
State. Apart from the same, Ernakulam is
blessed with largest number of MSMEs
within the State (Kerala State Planning
Board, 2018). The sample of 90 MSME
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firms was selected from a list provided by
Directorate of Industries and Commerce,
from engineering, food and plastic sectors.
Engineering is selected as high growth sector
among manufacturing sectors in India,
followed by food and plastic which are
categorised as modest growth sector
(Mukherji, 2009).

4. RESULTS AND DISCUSSION

The results exhibited in Table 1 reveals
that the regulatory construct AR1 has no
significant impact on Micro, Small and
Medium Enterprises as the standardised
direct effect of this construct on Assistance
obtained is 0.345, which is less than the
recommended value of 0.4. Therefore this
variable does not significantly contributes
towards structural social capital. The
registration of Micro, Small and Medium
Enterprises is considered a tedious task
because the registration with the concerned
authority (Directorate of Industries and
Commerce) takes a minimum of 1 year to
clear all the procedures. In Kerala, for
obtaining different licenses such as
panchayat, pollution, power and labour, the
entrepreneurs are faced with bureaucratic

Table 1. Showing regression co efficient of Structural social capital with respect to

Government
Factors/Latent ) Variables (Igg:;gll(llcetn " Regress}on CR. P Varia}nce
(Dependent Variable) . Coefficient explained
Variable)
AR1 0.345 3.356 0.001 11.9%
AR2 0.439 4.393 <0.001 19.3%
AR3 0.331 3.208 0.002 10.9%
. . AR4 0.483 4915 <0.001 23.4%
Structural Social Capital AR5 0.194 1.833 0.07 37
AR6 0.679 7.716 <0.001 46.1
AR7 0.949 16.991 <0.001 90
ARS8 0.182 1.717 0.089 33

Source: Primary Data
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and regulatory barriers. Because of the same,
the entrepreneurs lose enthusiasm for
registration.

The results exhibited in Table 1 revealed
that the variable AR2 , with reference to
support for obtaining power from
Government has significant impact on
Micro, Small and Medium Enterprises
within one year as the standardised direct
effect of this construct on Assistance
obtained is 0.439, which is more than the
recommended value of 0.4. At present the
Kerala State Electricity Board of Kerala has
become competent enough to supply timely
and adequate power connections to MSME
units, which underlines the strength of
infrastructural developments of the State.

The results exhibited in Table 1 revealed
that the technical support of Government
within one year has no significant impact on
social capital as the standardised direct effect
of this construct on Assistance obtained is
0.331, which is less than the recommended
value of 0.4. There are different schemes
provided by the Government of India under
the platforms of SIDCO (Small Industries
Development Corporation) and KINFRA
(Kerala Industrial Infrastructure
Development Corporation) which provides
different raw material assistance as well as
technology and machinery support to MSME
units. But the entrepreneurs in Kerala are less
aware about such assistance. At the same
time, the Government is not spreading
information and knowledge regarding the
same. Therefore technical support obtained
from Government is an important variable
which strengthens social capital construct.

The results exhibited in Table 1 revealed
that the variable AR4 has significant impact
on social capital among Micro, Small and
Medium Enterprises within one year as the
standardised direct effect of this construct on

165

Assistance obtained is 0.483, which is more
than the recommended value of 0.4. Even
though the Directorate of Industries and
Commerce provide raw materials at
subsidised cost, the entrepreneurs can avail
the raw materials again at a reduced cost
from their material suppliers. Therefore the
variable does significantly impact on social
capital construct of MSME units.

The results exhibited in Table 1 revealed
that the variable ARS in relation to obtaining
quality standards has no significant impact
on social capital construct Micro, Small and
Medium Enterprises as the standardised
direct effect of this construct on Assistance
obtained is 0.194, which is less than the
recommended value of 0.4. Quality
standards are an important capability which
is essential for the success of MSMEs.
Therefore the stress on quality products
should be more focused by MSME units, as
quality is prime for consumers. The
Government authorities should necessarily
make rigorous quality checks periodically.
Therefore periodic check in relation to
quality standards should be treated as
important variable which contribute social
capital construct of MSMEs.

The results exhibited in Table 1 revealed
that the variable AR6 has significant impact
on Assistance obtained from the Government
for Micro, Small and Medium Enterprises
within one year as the standardised direct
effect of this construct on Assistance
obtained is 0.679, which is more than the
recommended value of 0.4. Even though the
Directorate of Industries and Commerce
offer machineries at concessional cost, the
MSME units are more comfortable with their
own machinery suppliers as there are less
regulatory and political barriers relating to
the same.

The results exhibited in Table 1 revealed
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that the variable AR7 has significant impact
on structural social capital for Micro, Small
and Medium Enterprises as the standardised
direct effect of this construct is 0.949, which
is more than the recommended value of 0.4.
The MSME units are capable of availing
subsidies during the inception stage
irrespective of different sectors, yet the
entrepreneurs does not have positive opinion
in relation to the same, as it proves to be
time consuming.

The results exhibited in Table 1 revealed
that the variable ARS8 has no significant
impact on social capital construct for Micro,
Small and Medium Enterprises as the
standardised direct effect of this construct on
Assistance obtained is 0.182, which is less
than the recommended value of 0.4. So the
hypothesis H0a8 is rejected and concludes
that ARS8 (Participation in seminars and
exhibitions) has significant effect on social
capital for Micro, Small and Medium
Enterprises. It is evident that seminars and
exhibitions which are being organised at the
National level, is limited to one (Annual
report, Ministry of MSME 2017). But the
seminars and exhibitions conducted by
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respective associations of engineering, food
and plastic sectors are more than those
conducted by Directorate of Industries and
Commerce. Therefore, this variable
participation in trade fairs and exhibitions)
does not contributes significantly towards
social capital construct of MSME.

Thus the hypothesis (HI) is partially
accepted, since there is significant difference
in structured social capital with respect to
Government among MSME. Structured
social capital with respect to Government is
significantly differed for the variables AR2
(power supply within 1 year), AR4 (purchase
of raw materials), AR6 (purchase of plant
and machinery at subsidized cost), AR7
(availing subsidies). These differences occur
as a result of lack of coordination among
different departments/agencies with respect
to Government (Reynolds, 2002). Also the
studies conducted by different researchers
puts forth the need for extending the start up
assistance in the form of financial incentives
as well as providing information with respect
to national and international consumer
preference through trade fairs and
exhibitions for filling the knowledge gaps

12

el

e

Assistance

-2

obtained

Figure 3. Confirmatory Factor Analysis
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Table 2. Showing the structured social capital with respect to commercial banks and MSMEs

Type of business

Question Parameters Micro Small Medium Total
Count 13 23 19 55
Whether loans have been  Yes Percentage 40.6% 65.7% 82.6% 61.1%
availed in the preceding three
ears’ time period? No Count 19 12 4 35
Y Percentage 59.4% 34.3% 17.4% 38.9%
Total Count 32 35 23 90
Percentage 100.0% 100.0% 100.0% 100.0%
Source: Primary Data
among entrepreneurs (Verheul et al, greater extent.

2001).This does not made any significant
difference with respect to Structured social
capital and MSME.

For the analysis initially an input model
was developed by using AMOS-18 graphics.
The rectangle represents observed factors,
Ovals in drawn in the diagram represents
unobserved variable. The curved double
headed arrows represent correlations or co-
variances among the unobserved variables
and the straight headed arrow represents the
factor loadings of the observed variables.
The small circles with arrows pointing from
the circles to the observed variables
represent errors/unique factors, which are
also known as, squared multiple correlation
of the standard error. This initial model is
refined to reach the final model.

From the table no: 2, it is clear that more
than 60 per cent of MSME units have availed
loans from commercial banks within 3 years’
time period. This denotes that the traditional
approach of banks in sanctioning loan have
been changed and nowadays banks extent
more support to Manufacturing MSME:s to a

Table 3. Chi-Square Tests

Value df
10.436 2

p value
.005

Pearson Chi-Square
significant

Source: Primary data

From table no: 3, it is clear that MSME
units maintain positive relationship with
banks and can be used as an important
external institution for social capital.
Therefore, there exist a positive relationship
between commercial banks and MSMEs.
Thus, the hypothesis (H2) is accepted as
commercial banks are more supportive in
sanctioning credit to Micro, Small and

Medium Enterprises. Thus as per the
studies made by (de la Torre et al., 2010),
commercial banks consider MSMEs as more
viable form of profit generation.

For proving the objective, the following
analysis has been carried out.

All the attributes loaded significantly on
the latent constructs. The value of the fit
indices indicates a reasonable fit of the
measurement model with data. In table 5 we
present the regression coefficient.

The results exhibited in Table 5 revealed
that the regulatory construct DI has
significant impact on the developments made
by the enterprises during the time period
with the help of financial institutions as the
standardised direct effect of this construct on
Developments made is 0.541, which is more
than the recommended value of 0.4. The
interest rates from nationalised banks are
comparatively lesser and this enables
manufacturing MSMEs to approach financial
institutions in a cordial way.

The results exhibited in Table 5 revealed
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Table 4. Model fit indices for developments made from commercial banks

Normed
22

2

X DF

P

GFI AGFI NF1 TLI CFI RMR RMSEA

Developments

made 13.316

11 273 1.211

961 900 927 972 986 .109 .049

Source: Primary data

Table 5. The regression Coefficients -Developments made from commercial banks

Factors/
Latent Construct Regression Variance
Variables (Independent Coefficient C.R. explained
(Dependent Variable)
Variable)
D1 0.541 5.648 <0.001 29.3%
D2 0.555 5.835 <0.001 30.8%
Developments D3 1.033 19.218 <0.001 106.6%
made D4 0.302 2.908  0.005 9.1%
D5 0.799 10.221 <0.001 63.9%
D6 0.377 3.699 <0.001 14.2%
D7 0.314 3.031 0.003 9.9%

Source: Primary data

that the regulatory construct D2 has
significant impact on the developments made
by the enterprises during the time period
with the help of financial institutions as the
standardised direct effect of this construct on
Developments made is 0.555, which is more
than the recommended value of 0.4. . The
manufacturing MSMEs, with the help of
financial institutions are able purchase
machinery of high quality, through which
they are able to pursue their operations
without any wastage, thus reducing the cost
of operations.

The results exhibited in Table 5 revealed
that the regulatory construct D3 has
significant impact on the developments made
by the enterprises during the time period
with the help of financial institutions, as the
standardised direct effect of this construct on
Developments made is 1.033, which is more
than the recommended value of 0.4.
Therefore D3 (Increase in sales) has
significant effect on developments made by

the enterprises during the time period with
the help of financial institutions.

The results exhibited in Table 5 reveals
that the regulatory construct D4 has no
significant impact on developments made by
the enterprises during the time period with
the help of financial institutions, as the
standardised direct effect of this construct on
developments made is 0.302, which is less
than the recommended value of 0.4.
Therefore D4 (Better social contacts) has no
significant effect on developments made by
the enterprises during the time period with
the help of financial institutions. This is
because, better social contacts especially in
relation to customers and suppliers are very
crucial for maintaining better relationship.
But the fact is that, the loans obtained are
used only for running and maintaining the
day to day operations.

The results exhibited in Table 5 revealed
that the regulatory construct D5 has
significant impact on the developments made
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by the enterprises during the time period
with the help of financial institutions as the
standardised direct effect of this construct on
Developments made is 0.799, which is more
than the recommended value of 0.4. So D5
(Maximum utilization of resources) has
significant effect on developments made by
the enterprises during the time period with
the help of financial institutions. Physical
resources like machinery, men, infrastructure
etc. can be effectively utilised with the
assistance, if judiciously employed.

The results exhibited in Table 4 reveals
that the regulatory construct D6 has no
significant impact on developments made by
the enterprises during the time period with
the help of financial institutions as the
standardised direct effect of this construct on
developments made is 0.377, which is less
than the recommended value of 0.4. Hence,
concludes that D6 (Diversification) has no
significant effect on developments made by
the enterprises during the time period with
the help of financial institutions. Even with
the support of financial institutions, the
manufacturing MSMEs are struggling to
survive their business in the long run. Hence,
diversification of business is impossible.

The results exhibited in Table 5 reveals
that the regulatory construct D7 has no
significant impact on developments made by
the enterprises during the time period with
the help of financial institutions as the
standardised direct effect of this construct on
developments made is 0.314, which is less
than the recommended value of 0.4. and
hence D7 (Modernization) has no significant
effect on developments made by the
enterprises during the time period with the
help of financial institutions.

Thus the hypothesis (H3) is partially
accepted as there is significant difference in
developments made with respect to
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commercial banks for the variables D1, D2,
D3, and D5. Access to finance from
commercial banks enables Micro, Small and
Medium Enterprises to indulge in expanding
their business through increased production
by utilizing sophisticated technology,
increased sales volume, as well as through
better utilization of resources (Shihadeh et
al., 2019; UNCTAD, 2001)

5. FINDINGS OF THE STUDY

The present study indicated the findings
with respect to determinants of structured
social capital. The results revealed that both
the Government and commercial banks
played very important role in strengthening
the same. From the analysis, it is being
inferred that the structural social capital with
respect to Government is important for
micro, small and medium enterprises has a
significant impact with respect to the firm
,from the stage of inception. Structured
social capital with respect to Government is
significantly differed for the variables AR2
(power supply within 1 year), AR4 (purchase
of raw materials), AR6 (purchase of plant
and machinery at subsidized cost), AR7
(availing subsidies). From the stage of
inception , the Government should be
supportive as MSMEs are the pillars for
national development. The MSME
registration is a tedious task and it is not
being sanctioned by the respective
Government instantly. Even though
technological support is offered from the
Central Government, huge bureaucracy
restrains the entrepreneurs from availing
technological schemes.

The commercial banks have developed
positive attitude with respect to MSME in
terms of sanctioning loans. The hypothesis



170

(H2) is accepted as commercial banks are
more supportive in sanctioning credit to
Micro, Small and Medium Enterprises. As
per the studies made by (de la Torre et al.,
2010), commercial banks consider MSMEs
as more viable form of profit generation. The
Micro and Small units should make efforts to
make timely payment, which enhances the
relation of micro and small units with them.

1. The Government as an external
player plays a significant role for
strengthening the structural social capital of
Micro, Small and Medium Enterprises.

2. Even though there are tremendous
initiatives from the Ministry of MSMEs in
India, in relation to easy registration in the
form of Udyog Aadhar, the older generation
of MSMEs has no opinion for the adoption
of the same by respective State Government.

3. Contrary from the industrial scenes
of Tamil Nadu and Gujarat, the State of
Kerala is not industry friendly. Therefore any
schemes introduced at the Central level is
very difficult to be implemented in the State.
Ancillarisation is the most commonly found
among small scale industries in Kerala,
where such industries are promoted more by
the Governments in the State of Tamil Nadu,
Karnataka and Gujarat.

4. The Central Government should
appoint respective officials from the
Ministry of MSME at the Central level and
have periodical checks in relation to the
working of the units.

5. Even though, many entrepreneurs are
the recipients of Entrepreneur Support
Schemes, timely availability of the scheme is
a crucial factor.

6. Government should focus on those
units which are capital intensive, especially
those in the engineering because there are
larger concentrations of engineering units
running at micro level.
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7. The public sector undertakings in
Kerala like Hindustan Machine Tools
Limited, Appolo Tyres, Hindustan
Insecticides Limited, Forest Industries of
Travancore, Travancore Cochin Chemicals,
Cominco Binani Zinc, Cochin Shipyard,
Cochin Refineries, Hindustan Organic
Chemicals, etc., should necessarily take
orders completely from ancillary industries
located in Kerala.

8. At present, the interest payments by
MSMEs are made in a timely manner.
Therefore, there is a positive change in the
mind set of financial institutions in terms of
providing loans.

6. CONCLUSIONS AND POLICY
IMPLICATIONS

The study points out the importance of
social capital as a competitive resource
created from  external relationship
maintained with formal organization
(Government), where interactive support and
cooperation is very much wvital for
manufacturing MSMEs survival. The
researches points out the limitations of
Government of Kerala in fostering
entrepreneurship through the medium of
social capital construct. More initiatives
should be focused for the enhancement of
Manufacturing MSMEs in Kerala. The
reason it stands least among top 10 States is
because of lack of Government promotion by
the state. But there is a change in the attitude
of financial institutions to encourage
industrial atmosphere and foster
entrepreneurship in the State of Kerala.
Development of capabilities extremely
depends on the positive relationship
maintained with the Government and
Financial institutions.
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N3Box

CHara eKOHOMH]€ Y pa3Bojy Cy MHUKpO, Mayia U cpema npeayseha jep ona y Hajsehoj mepu majy
npenHoct ekoHoMuju. Bynyhu na MMCII urpajy Behy ymory y crBapamy Oorarctsa y HarpeIHuM
3eMJbaMa, OIpaplame he OUTH Mame JONPHHOCA WCTHX Yy TMpHBpend y pa3Bojy. Muauja kao
eKOHOMHja y pa3Bojy Tpebamo OW 1ma MOACTHYE CBOjY HWHIYCTPHUJCKY MPOTYKTUBHOCT H Ja
npousBonna MMCII mmajy mmaBHy ymory. TBpam ce na cy MHUKpo W Maje (QupMe H3IOKEHE
6onectuma y Behoj mepu 300r Hegocrarka pecypea (Mexra u Pajan, 2017). OBa cryauja aHanm3upa
JIPYIITBEHN KalUTall Kao pecypc W3 JIUMEH3Hja CTPYKTypHOr ApymTBeHOr kamuramsa MMCII y
OMHOCY Ha BIIAJUHE OpraHM3alMje W KOMEpIHjaHe OaHKEe 3a jadarbe COIMjaTHOT KaruTayia O
npousBonunx MMCII. Crynuja je cripoBeaena Ha ocHOBY 90 nponsBogaux MMCII y Kepamu.

Kmwyune peuu: MUKPO CEKTOP, MaJM CEKTOP, CPEIbU CEKTOP, EKOHOMHja Y Pa3Bojy, KOHKYPEHTCKU

pecypcH, clioCOOHOCTH, APYIITBEHH KalUTall.
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