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Introduction 

Background  

SMEs in India have been largely developing due to the role of the external environment such as 

the political and economical facilities in India. In the context of Punjab, it can be seen that the 

development of SMEs is highly integrated with the assistance of technological feasibility and 

economies of scale.  

 

Figure 1: GDP of Punjab  

(Source: Punjab Data, 2019) 

The above figure depicts that the growth of Punjab's economy from 4.76 to 51.8 lakh crore depicts 

that this can contribute well to the growth of the SMEs and developing varieties of manufacturing 

plants in the state.  

Rationale 

The growth of the business particularly SMEs has been considerably influenced by the assistance 

of the external environment. However, in this context, it can be seen that the growth of SMEs has 

been hampered due to the delay in their paddy cultivation (Thehindu, 2022). The other problems 

that can be found with the development of the MSMEs are also challenged due to the loss of their 

per capita income. The country has fallen from the first rank to the tenth in terms of its per capita 

income (Hindustan times, 2022). This implies that the country's SMEs and the different business 

organisations have been neglected and decreasing.  

The consequence has been due to the impact of the external environment because the external 

utilisation of the chemical fertilisers in the soil has been degrading the soil for the SMEs who are 



integrated with agricultural business. The development of the SMEs in Punjab is initiated with 

energy consumption and the increasing energy demand and inefficient energy procurement have 

led companies to be considerably impacted by their development (Punenvis, 2021).  

It can be found with the development of the technological facilities in the country, the inflation 

rate of Punjab in terms of resources has been adversely increasing (Indianexpress, 2020). 

Therefore, it can be seen that the city SMEs development has been highly impacted due to the 

changing feasibility of the inflation rate in Punjab. Another major problem that has impacted the 

development of SMEs has been the high illiteracy rate in Punjab. It can be found that the literacy 

rate of the Punjab has been only 75.84% which can be depicted from the given below figure of a 

different district in Punjab: 

 



Figure 2: Punjab literacy rate  

(Source: India census, 2022) 

Aims and Objectives  

Aim 

The research will aim at understanding the impact of the external environment on the performance 

of SMEs in Punjab. In this context, it can be said that the research will also aim at developing the 

potential consideration that can help SMEs to associate the external environment with their 

development.  

Objectives 

● To understand the role of the external environment in the development of SMEs in Punjab. 

● To understand the challenges that is being faced by the SMEs in Punjab because of the 

external environment.  

● To implement different strategies that can be associated with the SMEs in terms of the 

external environment of Punjab.  

Significance of the study  

The entire research is developed to understand the role of the external environment towards the 

benefits and the influence they make towards the growth of the SMEs. In this context, the research 

will focus on developing the impact that can benefits the SMEs of Punjab.  

Literature Review 

External environmental factors related to the growth of SMEs 

Small and medium-sized companies have been influenced significantly by their external 

environmental factors effectively. In the context of SMEs in India, the high political stability of 

the country has been beneficial for the economic growth of the companies. 



 

Figure 3: Corruption perception index of India 

(Source: Trading Economics, 2022) 

The figure above has shown that the corruption perception index of India in 2022 is 85 (Trading 

Economics, 2022). The high political stability of the country has helped to grow the performance 

of SMEs in the state of Punjab effectively. 

Challenges faced by SMEs in their external environment 

Despite having an array of advantages, the SMEs in Punjab have faced detrimental issues in terms 

of increasing their growth in their external environment. Sabir and Shoukat (2021) have identified 

that the increasing rate of Covid-19 widespread in Punjab has weakened the financial performance 

of companies in their respective market areas. On the other hand, the unrest of farmers’ protests in 

Punjab has also created a risky situation for SMEs to increase their financial growth. As of October 

2021, 600 farmers in Punjab have committed suicide due to getting no support from the 

government (Times of India, 2021). The above-stated aspect has also been a pivotal challenge for 

SMEs in Punjab. 

Strategies to overcome identified challenges for SMEs 

In terms of reducing the aforementioned issues, the SMEs in Punjab can be benefited from the 

implementation of worker safety protocols to reduce the widespread of Coronavirus disease in the 

workplace. Choudhari (2020) has identified that effective mental health support to employees can 

be beneficial for maintaining their health aspects during the adverse situation of the pandemic. In 



the context of SMEs’ financial growth in Punjab, the issues regarding the Covid-19 pandemic and 

farmers’ protests can be effectively reduced by mental support providence for the workers. 

Theoretical Discussion 

Environmentally Responsible Behaviour model 

The growth of SMEs in Punjab in terms of financial aspects can be significantly influenced by the 

usage of the environmentally responsible behaviour model for workers. Su et al. (2018) have stated 

that the environmentally responsible behaviour model can influence the social responsibility of 

individuals to increase their behavioural aspects effectively. 

 

Figure 4: Environmentally responsible behaviour model 

(Source: Su et al. 2018) 

The above figure has shown that the social responsibility of individuals helps to analyse the 

positive and negative impacts of their actions and understand the satisfaction of the community to 

enhance their environmentally responsible behaviour (Su et al. 2018). The context of SMEs in 

Punjab can be influenced by workers’ environmentally responsible behaviour model to conduct 

their actions effectively for enhancing their growth financially. 

Greiner's Model of Organisational Growth 

In terms of increasing their organisational growth, SMEs in Punjab can be benefited from the 

implication of Greiner’s model of organisational growth. Mosca et al. (2021) have stated that 

Greiner’s model of organisational growth helps companies to disseminate their life cycle into five 

phases to increase their growth aspects. 



 

Figure 5: Greiner’s model of organisational growth 

(Source: Mosca et al. 2021) 

The above-shown illustration has identified that the five phases of Greiner’s model can help to 

increase companies’ growth through mitigating crises regarding leadership, autonomy, control, red 

tape and growth (Mosca et al. 2018). In the context of SMEs in Punjab, the financial growth of the 

organisations can be effectively influenced by the implication of Greiner’s model, as it can help to 

induce the growth of the companies through creativity, direction, delegation, coordination and 

collaboration. Moreover, the concerned model can help companies to reduce their external 

environmental threats effectively. 

Literature Gap 

The literature review section of this study has effectively analysed the variables of the study. The 

section has analysed the positive and negative impacts of the external environmental factors on the 

growth of SMEs in India. However, the literature review section has seen a significant gap in 

studies, where the strategies that can induce the growth of SMEs in India, especially in Punjab 

were not effectively analysed. Through the current research study, the researcher will aim to fulfil 

the literature gap by analysing and recommending the strategies that can increase the growth of 

SMEs in Punjab. 



Methodology 

Research Paradigm 

Methodology mainly refers to the process that the researcher has used for conducting a study with 

proper resources and materials. In this context, there are several layers such as philosophy, 

approach, design, strategy, and methods through which the researcher can reach the specific aim 

of the study (Saunders et al. 2019). In order to explore the significant relationship between the 

independent variable of the external environment and the dependent variable of SME performance, 

interpretivism philosophy and deductive approach will be considered. As commented by Davies 

and Hughes (2014), interpretivism philosophy reflects the human interest in the study where 

multiple methods considering qualitative data have been interpreted thoroughly with the concerned 

philosophy. A deductive approach will also help in signifying the causal relationship among the 

variables. Hence, the importance of using interpretivism philosophy with a deductive approach 

can be useful for generalising the relationship among these variables. In addition, the descriptive 

design will be considered in this aspect as descriptive studies are closely associated with case 

studies and observations.    

Data Collection 

The data will be collected by utilising a mixed method strategy which defines the use of both 

primary and secondary data for the research. In this context, the researcher will consider only 

qualitative data which will be collected through primary semi-structured interviews and secondary 

authentic sources. 5 managers from the SMEs in Punjab will be interviewed with 3 open-ended 

questions for gathering primary data which provides real-life information relating to the 

relationship between the external environment and SMEs' performance [Refer to Appendix]. 

Secondary data will be collected from 20 authentic secondary sources including Google Scholar, 

government websites, different online websites, and company websites.      

Sampling 

Then random probability sampling procedure will aim to be considered to gather specific cases of 

elements from a large population (Snyder, 2019). In this context, the random sampling method 

will help the researcher in deriving the particular sample useful for the research from a large sample 

size. In consideration of the random sampling process, 12 authentic sources will be selected from 

the total population of 20 sources for gathering recent data which provide specific phenomena for 

generalising findings.   



Data Analysis 

The collected primary data from the semi-structured interview will be analysed by following the 

narrative data analytical tool considering the transcript. It helps in evaluating the perceptions of 

the managers of SMEs in the context of the impact of the external environment in their 

organisation. In addition, the secondary data will be analysed through a thematic analysis process 

where the researcher will make 6 themes considering the collected data.   

Validity and Reliability 

The validity will be measured by assessing the suitability of the measurement tool used in 

conducting the study whereas reliability indicates the potential similarities of the research 

outcomes derived from any researchers under similar circumstances (Pandey and Pandey, 2021). 

In this context, authentic sources will be maintained to collect data for producing a valid and 

reliable outcome.  

Ethical Consideration 

The researcher will send consent to the managers prior to taking the interviews and maintain 

confidentiality throughout the research. In addition, the collected data will be secured and 

protected following Data Protection Act 2018. 

Expected Outcomes 

It is expected by analysing the concerning approaches considered in the study that the researcher 

can reach the aim and evaluate the necessary outcomes. In this context, it can be aimed that the 

significant relationship between SMEs’ performance growth and environmental factors can be 

explored throughout the research. The interview results will indicate real-life perceptions of the 

SMEs’ managers whereas secondary research findings will provide in-depth knowledge by 

exploring the recent data.   

Timeline 

 



 

Figure 6: Gantt chart 

(Source: Self Developed) 
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Appendix: Interview Questions 

• What do you think regarding the role of external environment in developing SMEs’ 

performance in Punjab? 

• According to you, what are the challenges that have faced by your organisation in Punjab 

for external environment issues? 

• What do you think about the strategies that can be adopted for enhancing SME’s growth in 

Punjab? 
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