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Abstract : Institutional conditions play an important role in the establishment of small businesses. 

All the important norms and guidelines are present in the institutional conditions through which 

the small businesses are formed. In this article, we will discuss the challenges present in analyzing 

the institutional conditions. The article will discuss the role of institutional conditions in the 

competitive business environment and how they support private and small businesses. Based on 

the analysis, the direction of business activity in India has been discussed.  
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Introduction 

Institutional conditions are considered as 

some sets of established rules and norms that 

are followed and implemented by the small 

business during their formation. Institution 

conditions consist of various institute rules 

and mandatory elements needed for the 

establishment of a small business (Cheng et 

al., 2021). The business management of 

modern India is getting transformed through 

radical macroeconomics and the major goal 

of India is to make the economy more 

socially and open. Based on the institutional 

factors, conjuncture and resources the 

structure of the business management is 

getting changed.   

    

 

 

 

Materials and methods 

In this study, Instrument-methodical research 

apparatus has been used which is based on the 

application that contains various system 

approaches, logical analysis, situational 

analysis, expert assessments, observation, 

questionnaires, grouping, comparison, and 

interviewing (Purkait et al., 2020).  All these 

tools have been used at several stages with 

different combinations. The scientific 

reliability of the findings has been ensured 

through these tools.  

 

Result and discussion 

India has taken various measures for 

improving foreign investment in small as 

well as private businesses. Systematic 

approaches have been taken to attract foreign 

investment which is based on the economic 

development of India (Kanda et al., 2018). 

The Indian government has taken various 
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measures for the development of 

entrepreneurial activity and Prime minister of 

India  Narendra Modi has given the slogan 

"Local for Vocal '' to support small 

businesses and entrepreneurs.  The reason for 

the concept of Local for vocal is to protect 

private property and provide an opportunity 

to small vendors to enlarge their business 

(Sehga; et al., 2022).  A more supportive4 

and favorable business environment is 

created by the quality improvement of the 

business climate to remove all kinds of 

barriers and eliminate all types of 

unscheduled counter checks (Govindan, 

2019).  The main purpose of this study is to 

dynamically modernize small enterprises by 

adopting effective measures.  

Small businesses have a major impact on the 

economic development of the country 

therefore local vocal gas has been started by 

Narendra Modi. The development of 

industries in the country ensures the 

employment of the population, as well as 

more private entrepreneurship and small 

business, are involved in the exports. As per 

Vasant and Heena (2021), Vocal for locals is 

the concept that emphasizes the local 

products that help in making the country self-

reliant (Aatma Nirbhar). As per the report of 

the Indian FMCG market, Indian brands such 

as chyawanprash and hair oils are the leaders 

whereas foreign brands such as toothpaste 

and shampoo are leading.  

 

 

 

Figure 1: AutoNirbhar Auto Industry 

(Source: Ivanovich 2020, p. 18) 

 This campaign was started to ensure the 

protection of private and small businesses.   

In the year 2020, drastic changes have been 

seen in the small business in the share of 

industrial products, retail turnover, and 

industrial products (Kurpayanidi, 2021).   

There has been a significant increment in 

lending seen in the past year as the institution  

 

 

supports the business entities. Based on the 

study nature of changes of the various factors 

can be determined, In the given table 1 the 
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features of the various factors, as well as their 

structural characteristics, have been shown,   

 

 

 

 

 

 

Type of factor Structural 

indicators impacted 

by the time lag 

Impact on structural 

characteristics from 

this factor 

Types of changes 

Institutional factors Positive and large Volumes of pans, the 

scale of business, 

intensity, 

investments, and 

cooperation of small 

as well as big business 

are properly formed.  

Formal rules are fast 

for discrete and 

informal institutions 

are socially rooted, 

Basic formal rules are 

slow.  

Resource factors approx zero Industry Slow 

Conjuncture factors Small and positive The number 

employed investment 

amount, and the 

volume of loans 

Rapid 

Table 1: Factors and structural characteristics of business 

(Source: Mourik et al., 2020, p. 210 ) 

 

 

From the table, it has been clear that 

institutional factors have a major impact on 

the result of production and economic 

activity. The economic and institutional 

changes are made through economic theory 

and quantitative methods.  

There is no proper information regarding the 

institutional factors followed in the former 

Soviet countries for the establishment of a 
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market economy as well as how they are 

ignoring legal, moral, and economical 

psychology based on their formation 

(Derunova, 2021). This results in a point-like 

nature predominantly discreet that has not 

any impact on the economic growth of the 

country. Promoting the organization of 

institutions and establishment of the 

institution are the two states for adhering to 

two strategies of behavior.      

 

Figure 1: Types of institutional conditions 

(Source Laaksonen & Villi, 2021, p. 10) 

Noninstitutional factors are present that 

affect the small business such as the state of 

the economy, the importance of required 

infrastructure, the policy of the state about 

small business, and as well as influence on 

the social environment.  State of the economy 

and market emphasis on the development of 

the economy through the cycle where 

recessions, revitalization, and crisis replace 

the rise in the business. All the small 

entrepreneurs are impacted by this factor as 

well as the economy of the country is also 

gets affected (Gagulina, Badagoy, and 

Novikoy, 2019). The opinion of the 

researchers varied about this stage, in which 

stage the business cycle will get more 

opportunity for their development. 

  Small businesses get opportunities from the 

expansion of the market whereas some of the 

researchers believe that small businesses 

have the potential to facilitate the recession 

period as well as crisis.  During the recession 

and crisis period, most businesses go 

bankrupt as well as face a high pressure of the 

production capacity and industries start 

laying down of the employees (Tutygin & 

Chizhova, 2020). This has also affected the 

labor market as it creates tension in the labor 

market. To remove this challenge, the Indian 

government supports small business 

entrepreneurs by providing loans and other 

supportive measures (Kumar, 2022).  Three 

main components in the infrastructure should 

be considered to support the small business 

which has been shown in figure 2.    
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Figure 2: Small business support Infrastructure 

(Source:  Kumar, 2021) 

 

The combination of all these three 

components in the small business helps in the 

development of the economic sector. Both 

the three group factors and state regulation 

are connected. The present and future of the 

business are affected by state support. It helps 

in strengthening the infrastructure of small 

businesses (Kumar, 2022). Favorable 

conditions for the development of small 

businesses are ensured by participants in the 

life of small businesses. It helps in tax 

benefits, ease of reporting reduction of the 

working shift as well as security state orders 

(Kumar, 2022). The external environment of 

the small business is defined by the foreign 

researchers as a set of various elements such 

as market institutions, market relations, and 

processes).    

Conclusion 

It can be concluded from the study that there 

is a similarity in both the approaches however 

there is a difference in the researcher's 

interest regarding the small business. In the 

first approach, the factors of the external 

environment are indicated that have 

influenced both small as well as large 

businesses. The second approach provides 

the benefit to analyze the characteristics of 

the factor directly on the smallest business. 

An informal relationship with a low range of 

suppliers and location of resources has been 

found. 

Using an institutional approach is modern 

entrepreneurship is considered a positive 

approach for the development of the 

economy in India.  Institutions help the 

entrepreneurs to grab new opportunities as 

well as also help in providing favorable 

conditions. These conditions help in the 

further development and functioning. 
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