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Abstract

In a comprehensive survey conducted among small business owners in India, the primary objective was
to assess their adherence to various business practices through a structured questionnaire. The findings
revealed that while certain practices were routinely followed by a majority of respondents, there remained
considerable room for improvement across all categories. These results underscore the diversity of
business practices among small enterprises in India and highlight the potential for enhancing operational
effectiveness and performance through targeted improvements in areas where practices may be lacking or
underdeveloped. By identifying these areas of opportunity, the survey offers valuable insights that can
inform strategies aimed at fostering sustainable growth and competitiveness within the Indian small
business landscape.
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Introduction

A small business is a privately owned and operated enterprise characterized by its modest scale in terms
of both workforce and revenue. Ownership typically rests with individuals or a small group, fostering an
entrepreneurial spirit and active involvement in day-to-day operations. The size criteria for small
businesses vary by industry and region, often encompassing factors such as the number of employees or
annual revenue. These businesses are known for their flexibility and ability to swiftly adapt to market
changes. They often operate on a local or regional scale, serving specific communities or markets.
Examples include local restaurants, boutique shops, consulting firms, family-owned farms, and service
providers like hair salons or accounting offices. While small businesses may lack the extensive resources
of larger corporations, their independence and agility can contribute to their resilience and responsiveness.
Governments may establish specific criteria for classifying and regulating small businesses, recognizing
their vital role in the economy and local communities.

Struggles faced by Small business

Small businesses often face a myriad of challenges and struggles that can impact their viability and growth.
Financial constraints are a common hurdle, as these enterprises may lack the resources available to larger
corporations, making it challenging to invest in technology, marketing, or expansion. Access to capital
can be limited, making it difficult to weather economic downturns or invest in necessary upgrades.
Additionally, small businesses may find it challenging to compete with larger competitors in terms of
pricing and operational efficiency.
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Market competition poses another significant struggle, as small businesses contend with established
brands and corporations that may have more extensive marketing budgets and brand recognition. Limited
bargaining power with suppliers can lead to higher costs for goods and services, affecting profit margins.
Furthermore, navigating complex regulatory environments and compliance requirements can be daunting
for small business owners who often lack dedicated legal and regulatory teams. The evolving landscape
of technology and digitalization can also pose challenges. Small businesses may struggle to keep pace
with rapidly changing technological trends, hindering their ability to reach customers online and compete
in the digital marketplace.

Employee recruitment and retention can be difficult, as small businesses may face challenges offering
competitive salaries and benefits compared to larger counterparts. Despite these obstacles, the resilience,
innovation, and community connection that characterize many small businesses often contribute to their
ability to overcome these struggles and carve out a niche in the market.

Literature Review

Rasulova (2019), The article delves into the evolution of small businesses and private entrepreneurship in
Uzbekistan, employing statistical data and diagrams to illustrate the dynamics of their development in the
country. Drawing insights from the experiences of developed industrial nations, the study emphasizes the
crucial role of government support policies in shaping the landscape of small businesses and private
entrepreneurship within the economy. Key areas of state-led development efforts include processes
facilitating the establishment of small businesses and private entrepreneurship, the provision of tax
incentives funded by the budget to enhance the efficiency of private equity, the facilitation of freedom to
acquire or lease available spaces, and the effective utilization of resources. Additionally, the government
focuses on providing valuable information regarding the demand for products and services, both
domestically and in foreign markets. This information proves instrumental for aspiring entrepreneurs,
enabling them to identify market needs and plan their business ventures accordingly, thus fostering a
conducive environment for the growth of small businesses and private entrepreneurship in Uzbekistan.[1]

Susan Turner (2017), the provided information highlights the significant role played by small-business
owners in the United States, constituting 99.9% of all U.S. employer firms, employing nearly half of
private sector workers, and contributing substantially to the nation's private payroll. However, the stark
reality is that half of new small-business startups face failure within the first five years of operation. To
delve into the strategies employed by resilient entrepreneurs, a multiple-case study focused on three small-
business coffee shop owners in Duval County, Florida. The study utilized semistructured interviews and
methodological triangulation through website analysis, social media examination, and on-site visits.

From this investigation, three key themes emerged. Firstly, successful small-business owners emphasized
the importance of owner networking and designing their business sites as venues for customer networking.
This highlights the role of interpersonal connections and community engagement in sustaining businesses.
Secondly, the effectiveness of a well-thought-out business plan was crucial for these entrepreneurs. The
business plan not only helped identify and address initial challenges but also facilitated adaptability to
subsequent changes in the business environment. Lastly, the case study underscored the significance of
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achieving marketing differentiation, emphasizing the importance of standing out in a competitive
market.[2]

David Mckenzie et al. (2016), the study explores the impact of management practices on the productivity
of micro and small firms, particularly in developing countries, where a significant portion of the labor
force is employed. The researchers have developed a set of 26 questions that assess business practices in
marketing, stock-keeping, record-keeping, and financial planning. These questions were administered in
surveys conducted in several developing countries, including Bangladesh, Chile, Ghana, Kenya, Mexico,
Nigeria, and Sri Lanka.

The findings reveal that the variation in business practices plays a substantial role in explaining outcomes
such as sales, profits, labor productivity, and total factor productivity, not only in medium and large
enterprises but also in microenterprises. The research utilizes panel data from three countries,
demonstrating that superior business practices are linked to higher survival rates and accelerated sales
growth over time. Importantly, the association between business practices and firm outcomes remains
robust even after considering various measures of the owner's human capital.

Furthermore, the study identifies factors influencing the adoption of better business practices. Owners
with higher human capital, individuals with a familial background in entrepreneurship, and businesses
with employees tend to employ superior business practices. This insight provides a nuanced understanding
of the role of management practices in fostering success and sustainability, emphasizing their significance
across various scales of enterprise, including micro and small firms in developing economies.[3]

Thomas G (2020), the widespread impact of COVID-19 has unleashed significant upheaval on small
businesses, with devastating consequences. An analysis of data pertaining to the pandemic's effects on
micro-, small-, and medium-sized enterprises (MSMES) indicates that the economic aftermath is expected
to worsen for these businesses and their workforce before any signs of improvement emerge. Recognizing
the urgency of the situation, this article aims to provide practical and tactical strategies to aid small
businesses in navigating the pervasive uncertainty and risk characteristic of today's pandemic-laden
business environment.

Small business owners facing the challenges brought by COVID-19 are advised, firstly, to stay attuned to
the changing market by monitoring social media accounts for shifts in online traffic, clicks, and
impressions, recognizing them as early indicators of evolving market dynamics. Secondly, maintaining
strong relationships with existing customers is highlighted as critical, emphasizing effective
communication through websites and social media to convey any operational changes. Additionally,
personalized outreach to regular or high-revenue customers is recommended, fostering trust and loyalty.
By leveraging digital platforms, businesses can adapt to market trends, address concerns promptly, and
showcase promotions. These strategies collectively empower small businesses to navigate uncertainties,
build resilience, and sustain customer relationships during the ongoing pandemic.[4]

Mean F. Hess (2016). Small businesses confront substantial challenges in managing fraud risks,
exacerbated by financial strain, rapid growth, and limited resources and expertise, providing fertile ground
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for opportunistic fraudsters. Drawing on insights gained from years as fraud investigators, this article puts
forth seven practical recommendations aimed at aiding small business leaders in preventing and detecting
fraud in this distinctive environment. The strategies outlined serve as valuable tools for even the smallest
companies, offering impactful measures in the realm of fraud risk management. By implementing these
recommendations, small businesses can significantly bolster their defenses against fraudulent activities,
fostering a more secure operational environment.[5]

Sascha Kraus et al. (2023). The excerpt highlights the significance of literature in advancing knowledge
within a discipline, while also acknowledging the potential challenges posed by the rapid proliferation of
scholarly works. In the context of small business and entrepreneurship research, the exponential growth
of literature in recent years has introduced complexities and competing arguments, potentially hindering
the advancement of the field. Consequently, there is a pressing need to develop a clear understanding of
existing advancements and the current state of knowledge in order to guide future research endeavors. The
Journal of Small Business Management's inaugural special issue on review articles aims to address this
need by providing researchers with insights into the prevailing state of research within the discipline. By
synthesizing existing knowledge and identifying key trends and gaps, the special issue seeks to facilitate
informed and strategic contributions to small business and entrepreneurship literature, ultimately fostering
the continued advancement of the field.[6]

H. Ken ake (2021). In 2018, Small Business Economics (SBE) celebrated its 30th anniversary, prompting
a retrospective analysis of the journal's evolution through bibliometric analysis. This study showcases
SBE's growth and development over the years, highlighting increased productivity and reputation as
evidenced by rising numbers of published articles and citations per year, respectively. The majority of
contributions to SBE, as well as co-authorships, originate from authors in the United States and Europe,
underscoring the journal's global reach. Bibliographic coupling of articles reveals that SBE covers major
areas such as entrepreneurship, self-employment, innovation, and small firm financing, while also
exploring topics such as the economic impact of small firms, technology, employment, and factors
influencing entrepreneurs. Notably, SBE's co-authorship network has expanded significantly, spanning
continents and reflecting the journal's growing influence and collaboration across the international
research community. This retrospective examination highlights SBE's pivotal role in advancing
scholarship in the field of small business economics and underscores its continued relevance and impact
over three decades of publication.[7]

Methodology

In a comprehensive survey conducted among 500 small businesses in Delhi, India, | sought to evaluate
their business performance and identify areas for potential improvement. Utilizing the 'Business Practices
Questionnaire," the survey aimed to delve into various facets of their operations, ranging from strategic
planning and customer relations to financial management and sustainability practices. By meticulously
analyzing responses from these businesses, the survey sought to offer insights into the strengths and
weaknesses prevalent within the small business ecosystem in Delhi. The ultimate objective was to provide
actionable recommendations and support mechanisms to enhance their overall performance, thereby
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contributing to the sustainable growth and success of these enterprises in the vibrant Indian business
landscape.

Results and discussion

On average, the firms sampled utilize 39% of the 26 measured business practices. Among these, the most
commonly employed practices include identifying the most profitable goods per item (83%), maintaining
adequate stock levels (70%), determining the production costs of main products (66%), and negotiating
with suppliers for better prices (58%). Conversely, the least utilized practices encompass preparing a
balance sheet (5%), generating a cash flow statement (7%), creating an income and expenditure statement
(16%), and investing in advertising (17%). This distribution is mirrored in the four primary
subcomponents, with the financial planning score generally lower compared to scores in other areas.

Human Capital

In small firms, the adoption of business practices is largely driven by the firm owner. With limited
intermediate levels of management and workers, the human capital of the owner becomes pivotal in
determining which practices are implemented. Despite this, our analysis indicates that the significance of
our business practice measures persists even after accounting for various measures of human capital. This
suggests that these measures are not solely reflective of owner ability. However, it remains plausible that
owners with higher levels of education and greater abilities may find it easier to acquire and implement
effective business practices.

Family History of Entrepreneurship

Research findings from higher-income families suggest a correlation between the self-employment of
parents and the likelihood of their children becoming self-employed as well. To explore this further, we
investigated whether business owners whose parents were also business owners exhibit different business
practices. Our analysis reveals that individuals with both a father and a mother who owned businesses tend
to display more favorable business practices. This observation lends support to the notion that parents
engaged in entrepreneurship transmit valuable human capital pertinent to business management to their
offspring.

Firm Size

Lastly, we explore whether larger firms demonstrate superior business practices. The causal relationship
in this context could operate in two directions: Firstly, firms with better practices might experience
increased sales and subsequent growth, leading to larger size—an outcome consistent with findings on
sales growth and increased hiring. On the other hand, larger size may also enable owners to recruit
specialists to handle certain functions we assess (e.g., record-keeping), thereby freeing up the owner's time
for strategic planning and marketing, rather than being solely consumed by day-to-day operations.

Conclusions

Micro- and small enterprises constitute the primary mode of economic activity in low- and middle-income
countries. Within the microenterprise sector, there exists a significant degree of heterogeneity, with some
owners driven by entrepreneurial opportunities while others are compelled by the necessity to sustain their
livelihoods. While aspirations and education have traditionally been regarded as the primary sources of
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this heterogeneity, our research demonstrates that enterprises also vary in terms of the quality of business
practices they adopt. Importantly, we find that these business practices have tangible effects on enterprise
outcomes that are distinct from the impacts of basic human capital.

Owners who implement superior business practices tend to experience higher sales, profits, labor
productivity, and total factor productivity within their enterprises. Additionally, these improved business
practices correlate with elevated rates of firm survival and significantly accelerated sales growth. This
association between business practices and firm outcomes holds not only statistical significance but also
carries substantial economic implications. Specifically, a one-standard-deviation enhancement in business
practices is linked to a remarkable 35% surge in labor productivity and a notable 22% increase in total
factor productivity.
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