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ABSTRACT

Asfar as economic growth of Indian and its future development, the role of Entrepreneurship is very pivotal and important
as it take advantage of all the resources, opportunities for employment for the development of people who live in villages.
This research examines the result of financial market, economic growth and development with the put in of foreign
investment on entrepreneurship development sustained by manufacturing in Micro, small and Medium enterprises (MSME)
and permanent funding in MSME for the period of late 1990s to 2017. With the help of the model which is called Error
correction, the findings shows that investment under MSME is directly affect by financial development in the long run
period. In short run period foreign investment and economic development both are directly affect with fixed investmentsin
MSMEs. Production under MSME can be seen directly affected by economic development with financial development in
the period of long run on the other hand in the short run no one of the chosen self reliant and independent variables
affected production of MSMEs.
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INTRODUCTION

Since 1991economic reforms of India LiberalizatiBnivatization and Globalization (LPG) under Dr. ii@ohan Singh
the Finance Minister of India, Indian economy hasrbpaced and a core appeal to foreign investméntSDP, Gross
Domestic product per capita has significantly iased, the financial market includes stock marketennritings has
strongly implanted and these stimulus flows the eyoneturn back to economy. Under the economic dgveént,
liberalization and information passages punctutimgmarket had dense with creating new avenueseiarentrepreneurs
to scan the environment and avail and convert tipesblems into the opportunities. With economicorefs of Indian
economy in 1991 there is free entry and exit of @jtinational company by Indian government witimative to increase
foreign investment as wealth and resources progidiobally reach. The financial and stock markethvéconomy has
also exploited from this as foreign investment Whimakes investment in India a profitable busin&ag does this

development have a positive impact on Indian engregurs?
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Economic development both provides a standard tuali economy, investment opportunities in both
national and international markets. The financiadl atock market feeling becomes direct generatingvarberation
in the market for new investments opportunities @&neativity with innovation which are hardly anyasons of
entrepreneurship. This has a effect like cycle icors with development in one another which besdfie former.
This constructive attitude that is developed reedifor beginning a company to undertake the rigktee with it.
Needs, Capability and Opportunity, are the mainnelets of entrepreneurshipgvidsson & Honig,2003gconomic
development, financial increase, investment feelamgl entrepreneurship strategy of the company sod® the

opportunity.

This analysis an aims to examine the associatidwdsn entrepreneurship development with foreignketar
financial growth and development and economic gnowith economic development for the period of 1998&nid 2017.
Next paragraph attributes about literature reviprigr to this is about research methodology, nextien is about with

results findings and discussions and last secti@tl about of conclusion about the research study.
LITERATURE REVIEW

There is a Broad study ended to realize the outcoientrepreneurship on development of India econbnt there is
narrow study that looks only into the outcome obremmic development and other estimates and measumes

entrepreneurship most of these are deficient teldping economies.

A study by King and Levine under this topic (199Bgir study says that the financial system infligeice

entrepreneur pursuit that influence in four ways:-
» Financial system picks the most optimistic projedter assessing.
* It helps in deploying of funds.
» Financial system permit investor to widen and diifgrthe risk associated with unknown innovativegquits

» Financial system benefit to occupy in creativitydannovation comparative to endorsement of existmgl

former knowledge.
Greater financial system vitalizing encourages cipgrowth and per capita output.

The Authors recommends that government policies naag an core effect on long term development tdvitae

financial system.

Smallbone and Welter (2001) Entrepreneurs put upcmnomic development with reference to employment
opportunities, creativity and innovation and foreigvestment generation depending on priorities eaibus levels of
market reforms. Both proposed uninterrupted supjeomall and medium enterprises (SMES) to contrstint problems

to strengthen their inherent for development amivgfnt of economy.

Liu, Burridge, and Sinclair (2002) examined theunal links between business and trade, economieldpmnent
with growth and ingoing foreign direct investmentather countries with china. When we see the gqugrtiata of these
variables a strong and long run relationship isntblbetween all these growth, export, import anceifpr direct
investment. He found Bi-facial reason between envaadevelopment and growth, FDI and export whiatersgthen

economic reforms policy.
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Alfaro et al (2004Both the authors analyzed the bridges between gioirect investment, financial and capital
market and growth considered that financial repregives either follow entrepreneurial activity utilize wealth to get
profits by employed for companies in the sectofoogign direct investment. Healthier financial metrproduces impetus

for FDI. They created that FDI plays pivotal raleeiconomic development and growth.

Carland and Carland (2004) examined the resulterdfepreneurship on jobs and economic growth and
development of the USA. They established that firms more than 20 employees have had the signtfizapact for
whole 1990's. They proposed that the firm has hpaiential for future growth and development. Alsopnomic reforms

changes should be particularly to enhance entreprship development.

Agosin and Machado (2005) examines the scope ofigiorinstitutional investors(FIl) in fill in andIfiout
internal investments with a board of data of 30rydar the developing parts of Asia, Africa and ihafmerica, they
proposed that Foreign direct investment has nottondo with internal or domestic investments fortpaf period and
parts of areas. With more investigated both of stMdished that FDI was found to fill-out domesiivestment

specifically in Latin America. FDI was found to bdverse to the fill in domestic investment.

Wennekers et al (2005) proposed a curved like pathassociation between entrepreneurial kinematiddevel
of economic development. They recommended thatiémeloped countries incentive system should beadgwsgt while

developing countries should utilize economies afescpromote FDI and foster management training.

Naudé (2008) Entrepreneurship has a pivotal roldewveloping a primarily orthodox or traditional econy to
advanced economy. With creativity and innovationnaged growth capacity is increased in developechtoes.
Businesses, startups and the debt market caldhlatquality as well as quantity of entrepreneursilpey examined that

minimum entrepreneurial activity subscribed to exuit sluggishness and developmental variations.
RESEARCH METHODOLOGY

For Evaluating entrepreneurship development twaetiuites production in Medium small and micro eptises (MSME)
and investment under Medium small and micro enisgpr (MSME) have been taken, for financial growtid a
development issues market capitalization as praporof Gross Domestic Product (GDP) and foreignectir

investment(FDI) as proportion of Gross Domesticdeid GDP has been taken. The model can be demsted
Yy =f (FDI, GDR, MCAP) Y, =f (FDI;,, GDR, MCAP)

Where Y, denotes investment /IMSME ;;lenotes production / MSME, FDI is foreign dirantéstment, SMC is

stock market capitalization. The econometric modes
Unit Root Test

INYy = Bo + Po | FDI, + B, | GDP, + B | MCAP, + 4 InYy, = Bo + B1 | FDI, + B | GDP, + B | MCAP, + v, Where | is

logarithmic transformation)

It is important to see for stationary of data whesing with time series analysis otherwise it wéladl to bogus
regression the result will look fair with significlit- test but there would be no significant relatibetween the two

variables. In order to check the unit root presence

Augmented Dickey—Fuller test (ADF) is used here.
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Co-Integration Test of Engle and Granger’s

This notion was first established by and Engle @rdnger in early 80’s (1981); this methodology @ frial the
association and relationship between two time sesigich are non- stationary. Two non stationaryetgeries are said to
be co-linked if they are non stationary at levgD) but both the series are stationary at lineanmuund i.e at same
transforming level | (n). The linear mixture abandoout the imaginary trends of the two time sedralysis; this is
checked by ADF test. Run the regression analysishenraw data and test or check for false regrastie value of
(coefficient of Determination) Rshould be smaller than D(Durbin Watson) value aequin the regression analysis as a

golden rule (Guijarati, 2003) or the residuals aagushould be stationary.
Error Correction Model

This method was first used by Sargan and later lpogad by Engle Granger after correcting for disigrium. It states

that if two variables are co integrated the rel&ldp can be expressed as ECM (Gujarati, 2003)
AX= (x0+(x1AY+(x2Ut_1+8t

Where X is dependent variable at first differemtiatY is independent variable at first differentat u., is lagged
value of error term obtained from Engle Grangemtegration testg, is the white noise. The, is expected to be negative

to restoreAX to equilibrium (Gujarati, 2003)
Secondary Data

Data were obtained from different sources foreigiaad investment taken for foreign investment (FERpressed as a % of
GDP) was obtained from UNCTAD, for economic grov@PPC (gross domestic product per capita )was fiae
world bank data, stock market capitalization ax@etage of GDP was taken as proxy for financialettgpment. For
entrepreneurship measurement two proxies are adea/érage investment per MSME (b) average proalugter MSME

these data were taken from the annual report ofihéstry of MSME.
All the values of variables were taken in US ddallat current price.
FINDING AND RESULTS
Stationarity and Integration test: To test foristarity and integration ADF test was used theltésueported in Table 1

The ADF unit root test shows that the entire fiagiables are carrying unit root at level and aatighary at first
difference. Ifdi and linvest are significant at § Whcap and Iprod are significant at 1 % while Igdignificant at 10 %.
The results of the ADF test show that the variallesintegrated at first order i.e | (1). This skatlvat co integration

exists among the variables.
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Table 1: Stationarity Test Results

71

Variable | Differencing | t-Statistic | P - Value Inference
LEDI L_evel _ -2.728 0.0878 Non-_Stationa'y
First difference| -3.1128 0.0472%  Stationary
LGDP Level 1.771 0.999 Non-Stationary
First difference -2.952 0.0589**1 Stationary
LMCAP L_evel _ -1.9868 0.2895 Non_—Stationary
First difference -5.25 0.0006* Stationary
Level -1.146 0.6746 Non-Stationary
LINVEST First difference| -3.0655 0.0477%  Stationary
LPROD L_evel _ -1.068 0.705 Non-_Stationa y
First difference -4.258 0.0044*4  Stationary

Long Run Equation
The equation that is formed in this paper is

linvest =Bg + By In FDI; + B> In GDR + B In MCAP, + y Iprod =B + B¢ In FDI; + B, In GDR, + B In MCAP, + v,

The results obtained from this is
Iprod = 5.4416+0.37084 Igdp+0.12389Imcap+0.04426687) (3.22) (2.19) (1.00)
(0.00) (0.0053) (0.0436) (0.3319)
R*=0.91 d=1.25

Production per MSME is found to be influenced bygremmic development, stock market capitalization éosv
foreign direct investment fails to influence enteapeurship development. If per capita GDP is irmedaby 10 % the
average production is also increased by 3.7 % fgignily, whereas a 10 % increase in market cap#abn per GDP
increases production of MSME by 1.2 %. The Durbiat¥én value d is greater thad Re long run equation is non

spurious as rule of thumb (Gujarati, 2003)
Linvest= 6.984-0.0827Ifdi+0.289Imcap+0.034Igdp (BR(-0.682) (1.869) (0.109)
(0.0054) (0.504) (0.08) (0.9145Y%0.2816 d=0.647

Investment per MSME is influenced by market cajztdlon at 10 % significance level; however foreijnect
investment and economic growth failed to influemoeestment per MSME. It is found statistically tHat % increase in
market leads to 2.8 % increase in investment peMESThe durbin Watson value d is greater thantfie long run

equation is non spurious as rule of thumb. (Guja2803)

Both the equations were tested for Multicollineanfariance inflation factor (VIF). Variables withIV value
greater than 10 requires further analysis but kéffewere found to be less than 10. So the longemgumation was free from

Multicollinearity
Short Run Equation
The short run equations formed in this paper are

A Invest =By + By Ln FDI, + BoA In GDP +B In AMCAP, + U4 + & A Prod =B + B; Aln FDI, + B2 Aln GDR, + f
Aln MCAPt + Vg te
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WhereA is the lagged value at first differentiation ofriadbles, y,; and v, are lagged values of the error term

ande is the white noise. The results obtained from shigrt term equation are
Alprod = -0.0697 + 0.0168In FDI; + 1.443AIn GDP, +0.04Aln MCAP; + -0.603V;;
(-1.022) (0.345)(1.56) (0.789) (-2.334)
(0.3238) (0.7349) (0.1388) (0.4431) (0.035)
R’=0.36 d=1.38

In the short run average production per MSME isimfiienced by foreign investments, economic dgwelent and

market capitalization. The lagged error term hasgative coefficient and significant at 5 % as ekfor the equation.

Alinvest = -0.234 + 0.097@ln FDI, + 3.02A In GDR + 0.017 INAMCAP, -0.238 y; (-3.06) (1.88) (2.88)
(0.29)(-2.306)

(0.0083) (0.081) (0.012) (0.77) (0.0363R.643  d=1.98

In the short run, investing in MSME is influenced toreign direct investment and GDP; these varisliiave
immediate and positive effects on investment in MSNlhe lagged error term is negative and signifieas % as desired

for this equation.
FINDINGS

Entrepreneurship plays a pivotal role in the modsranomic framework to create demand in the empémtrmarket to
have a presiding role in the economy of the couasyindia is brawling to give employment avenued seécurity of
income to its nationals or citizens. Entrepreneprgiives a core part in the world as well as ind¢@conomy by starting
more industries in rural and villages as backwarglas, as a provider of inputs to large scale imghsst proving
employment avenues. It is a major element whichifieedIndian agriculture based economy to manufactubased
which built it even more dominant for India, asigercentage of people in total population livesillages which lacks of
basic facilities compel people migrate from village cities or another countries. There were arot#ti lakhs working
companies providing jobs to around 1013 lakhs afpfesin 2016-17. Their contribution is about 43 #ototal Indian
exports but only a meager of around 17 % contrilsuin our GDP while irDrganization for Economic Co-operation and
Developmen{OECD) countries the contribution is all about BD% in employment, and contribution is more tharb
% in overall in GDP. (Sources of Ministry of Fin@018) In spite of the relevance of the entregueship domain for

put forward into it is not beneficial in Indian demt even though it has drastically upgrade rentayka

It is examined by various economists that foreigmestment, economic growth and development anadiaa
growth have a motivating change in encouragingegnémeurship. Their findings tell that an averageestment in

medium small and micro enterprises (MSME) is hiffibgncial growth and development, this can of taoises,

Every entrepreneur desires to enlarge its busises®nvert it to a public limited company and rdiseds from
the investors which will also minimize the risk @he owners. 2) Medium, small and micro enterprifdSME)
contribution in large industries their growth ressvgrowth of the all Medium, small and micro entisgs. Investment is
directly impacted by economic growth and developtrianthe short run. The direct economic and finahclomain

provided stimulates entrepreneurial activitiesamebecause of this development.
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In long run period Economic growth and developméngncial development has a Great impact on prioiudn
medium, small and micro enterprises (MSME). Ecomogmowth development raises the purchasing pow¢hepeople
which evolves new trends in markets for small conig® Small scale enterprises which provide goauk services to
both markets of big industries get advantage by thiange and these firms have more productionnEialagrowth and
development does in the same fashion providing apportunities for future investment. But in shodripd time no
independent variables i.e financial growth and tgvaent, economic growth and development and forelgect
investment impact productivity of medium small anitro enterprises (MSMES). This can be due to tloenpt outcome

is not detect by the small scale industries.

Entrepreneurship in India plays a vital role in \pding their citizens safety and security of incoraed
employment. The country promotes through its sclseongrograms like PMRY, MNREGA, PMSRY and many ento
promote Entrepreneurs through their organizationsrovide the financial assistance to the new Ppnémeurs but it is not
like that other countries who delivered all fa@# in Finance and other incubation facilities videettechnical or other
countries like Malaysia, China, etc. The Environinehbusiness should be made favorable to entreprship schemes
that have to be commissioned which allure foreigaatl investments, and promote economic growthfarahcial growth

with investment.
CONCLUSIONS

This research investigates the impact of economuerth and development, financial growth and develdept, and foreign
investment on development of entrepreneurship wisigbtally assessed by investment and produclibnough the help
of Engle and Granger due to this small sample aim parameters to be evaluated. The findings sheatthere is a
positive effect of on economic development and rfaial development under the long run period but MSM not

affected in short run.

Financial development is positively influenced fe tperiod of long run by Investment through Finahoilarket
of stock and issues capitalization as the proporibGross domestic product while in short run Grdemestic product
(GDP) both are positively influenced., a Favoraateosphere should be provided to promote the enstneprs and

provides them maximum facilities so that it minieszthe risk which inherits with that.
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