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I. Introduction 
Entrepreneurship has a substantial impact on nation’s development. Therefore a country’s growth to a great extent 

is influenced by the level of entrepreneurial activity. 

The MSME sector is regarded as the backbone of Indian economy as it has a major contribution towards GDP. 

There are different MSME sectors in India who contribute a major share towards the output of the country. Among 

them, the contribution of engineering sectors plays a remarkable role. Among the different sectors, the engineering 

sector holds pre dominant positionamong Kerala MSME sectors and Ernakulam is the industrial hub of Kerala 

and thus the scope of the study is limited to engineering sectors in the district of Ernakulam. 

The human factor is considered to be important because knowledge plays a greater role in the present information 

era. Human capital growth is considered as an important solution in the international context, to develop 

competitive advantage of the firm.Human capital is the sum total of all competencies present in the people in an 

organization.It is considered as an intangible asset as well as a source of sustained competitive advantage. Such 

intangible assets resulting from human capital are the combinations of education, experience, skill whether 

acquired or inherent. The creation of such competitive advantage among people of the firm is attained through 

creation of environment in which such people operates. Entrepreneurship would grow if there is a systematic 

effort to improve the human capital of the nation with the help of education, training, social interactions etc. 

 

II. Statement of the problem 

As a result of increasing trend of globalization, the term industrial society has been replaced by information 

society, and as a result the importance of innovation as well as information and communication technology plays 

a predominant role. Changes are indispensible for any business organisation. As the Modern era is revolutionizing 

towards digital economy, the role of Information and Communication technology plays a pivotal role. The 

entrepreneurs of Micro, Small and Medium enterprises should have basic knowledge with regard to the 

information technology that may affect the working of the units. This paper put forth the research questions as 

What is the perception of Information and Communication Technology among MSME entrepreneurs? 

Whether age and education can be used as explanatory variables for measuring perception? 

What are the important factors for human capital growth of workforce of MSME? 

Abstract: Human capital has been considered as a critical resource for sustained competitive 

advantage.Human capital refers to the stock of competencies, knowledge and personality attributes embodied 

in a person to perform labour to produce economic value.It is the attributes gained by the workers and 

entrepreneurs through education and experiences. Previous contribution of human capital theory concentrated 

on workers for the purpose of improving the productivity of workers through imparting knowledge and skills 

to workers. Now the theory has been transferred to the field of entrepreneurship where human capital is 

considered as valuable resource, specifically the knowledge and skills which is considered as rare, inimitable 

and non substitutable essential for sustained competitive advantage. The current paper makes a study of human 

capital factors of entrepreneurs and its relationship with the perceptions of resources especially Information 

and Communication Technology which are considered inimitable and rare with special reference to 

engineering sectors in the district of Ernakulam. Also the study , identifies the important factors for human 

capital growth of workforce necessary for sustained competitive advantage. The proposed methodology 

adopted includes frequencies, simple percentage, and Chi square, and factor analysis are employed.  
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III. Objectives 

1. To identify whether there is any relationship with human capital factors and perception of Information 

and Communication technology among entrepreneurs  

2. To study the important factors that may contribute to human capital of workers. 

IV. Research Methodology 

A descriptive study is attempted for the paper by interviewing 15 entrepreneurs and 50 workers. The workers in 

the plant are taken in the study as they are the core contributors towards output.  Data is collected from primary 

and secondary sources.  Interview schedules are administered among entrepreneurs and workers. Secondary 

sources include articles, journals, websites and books. 

 

V. Literature reviews 

Human capital is considered as an important resource that improves the cognitive abilities of managers and 

workers to perform a particular task.(Davidsson and Honig ,2003).The theory of human capital has a significant 

impact in  the field of entrepreneurship . As a resource, human capital which is relying on the specificity of 

knowledge which is considered as rare, inimitable and non substitutable is an important resource contributing to 

sustained competitive advantage.(Barney, 1991). Education is not a fully representative factor for the development 

of human capital (Olabisi S Yusuff).It serves as an indicator of employment options.Human capital is also a 

combination of a person’s informal education, general work experience, preparedness for entrepreneurship, family 

occupational background etc. Human capital is an important contributor for firm’s survival anis considered as 

vital to business (Pfeffer, 1994). The different levels of human capital are a contributing factor for varied 

performance among firms (Barney et al, 2001). Quality of human capital and business outcomes are closely related 

(Becker, 1964).Human capital is regarded as a positive sign of maintaining stakeholder relationships. (Parker and 

Van Prag, 2006). 

 

VI. Hypothesis 

H0: There is no association between human capital factors and perception of ICT among entrepreneurs. 

 

VII. Analysis and Findings 

 

Table No. 1: Profile of the sample 

 

 

 

 

Variable Type of Business Frequency Percentage 

Micro 8 53.3 

Small 6 40 

Medium 1 6.7  

Types of Business 

Micro 

Small 

Medium 
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Source: Survey data 

From Table no: 1 it is inferred that, above 50 percent of the entrepreneurs belong to micro units. The entrepreneurs 

who belong to small and medium units are below 50 percent. Also such firms are established for a period of more 

than 20 years. During the time period the enterprise have not shown any growth with respect to product, 

technology, area of operation. The unit has not shown any growth in relation to size as they stand as ancillary to 

public and private sector undertakings. 

 

Age as a factor of human capital 

The older people are believed to have more networking possibilities. This enables them to have more physical and 

financial capital. The possibility for pursuing self employment increases with age.(Carr, 1996; Blanchflower, 

2000; Blanchflower, 2004). 

Table No. 2: Showing distribution of entrepreneurs as per Age group 

Age   

  Frequency Percent 

 

40-50 11 73.3 

50-60 3 20.0 

above 60 1 6.7 

Total 15 100.0 

Survey data 

From table no: 2, it is clear that most of the entrepreneurs in the engineering sector belong to the age group 

between 40 and 60. As a result the entrepreneurs are not updated in terms of current market opportunities available 

as they still stick on with their conventional methods of technology using conventional lathe. Computer Aided 

lathe machines are also used in the sector, but knowledge in relation to the same lacks in especially micro and 

small enterprises. 

 

Age

40-50

50-60

above 60
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Education as a factor of human capital 

As education increases, the probability of choosing entrepreneurship as a career decreases. (Parker, 2009 and Le, 

1999). Higher education shows sign of improved ability of entrepreneurs to capture more profitable opportunities 

together with proficiencies in modern methods of operations. Studies conclude the individuals with low education 

have a higher chance of pursuing entrepreneurship as a career. Individuals who possess professional education 

have the probability of better managerial experience. Education one of the important aspect of human capital, 

where learning through training especially for ageing group is considered vital for better adoption of technological 

changes as well as capturing of better market opportunities . 

Table No. 3: Showing educational qualification of entrepreneurs 

Educational Qualification 
  

  Frequency Percent   

Primary 3 20.0 

 

Secondary 1 6.7 

Degree 10 66.7 

PG 1 6.7 

Total 15 100.0 

Survey data 

From table no: 3, the entrepreneurs having degree qualification is around 66 percent. The entrepreneurs who 

pursue higher education are very low. From this it is clear that, training in different areas in connection with 

management, marketing, and Information and Communication technology is compulsory for the entrepreneurs for 

having knowledge in relation e- commerce, for the application of digital practices in the sector. Communication 

via e-mails is the most common way of transmission of information to the different stakeholders of MSME sector. 

This stands as a sign of technology developments. 

Table No. 4: Showing the different types of Information and Communication technology adopted in the 

Engineering sector 
Variables P value Inference# 

Enterprise software <0.001 Significant 

Internet 0.796 Not Significant 

Specialised IT staff 0.002 Significant 

Mobile phones <0.001 Significant 

Laptops 0.009 Significant 

Websites <0.001 Significant 

Survey data 

From the table, Internet is most commonly preferred by entrepreneurs for the purpose of search in relation to 

seminars and conferences organised by District Industries Centre, Kerala Small Industries Association, to know 

about current changes and policies in connection with the sector. The first initiative on the part of Central 

Government to implement digital practices is the introduction of UdyogAadhar where the website is meantfor 

registration and enables the units/enterprises to have information and online services relating to various services 

offered by the Government. 

Table No. 5: Table showing levels of perception of ICT with age as explanatory factor 
 

Levels 

Age group 

40-50 50-60 

Low 4 0 

Moderate  6 0 

High 1 3 

Survey data 

Table No. 6: Chi square table showing perception of ICT with age as explanatory factor 
 Value Sig. (2-sided) 

Pearson Chi-Square 11.201 .024 

Likelihood Ratio 11.656 .020 

Linear-by-Linear Association 2.953 .086 

Survey data 

From the table it is inferred that there are only 4 entrepreneurs who are of high openion on Information and 

Communication Technology. The others showed a low or moderate openion as it involves technological skills, 

huge investments, and time for installation. Here the null hypothesis is rejected, where age is considered as an 

Primary

Secondary

Degree

PG
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important factor  for adoption of Information and Communication Technology and it may vary depending on the 

size of the population. Adoption of modern technology is a challenge for those entrepreneurs who belonged to the 

age group of 40-60. The entrepreneurs who belong to this age group are digitally illiterate. Even though the State 

Government has recognised the growing importance of IT especially in the MSME sector due to their enormous 

contribution towards output, the training programmes especially in connection with the specified field is not 

provided. Apart from the above, the entrepreneurs are reluctant to afford additional costs by appointing a technical 

expert to handle electronic transactions. Internet is commonly used by most of the firms, and communications are 

done via e-mail. But the ground reality in the case of engineering sectors is that, most of the entrepreneurs are not 

opportunistic and competitive as they stand ancillary to Public sector undertakings and because of that they fail 

to capture market opportunities. It is the responsibility of the parent company to make maximum efforts to mould 

the units so that MSME sector occupies prominent position in the manufacturing sector of the State. As a result, 

Age is considered as a limiting factor for the entrepreneurs to adopt modern practices. As the entrance of young 

generation is decreasing in the MSME sector, more focus should be given to the human capital growth of aged 

entrepreneurs. But the interest of aged population in attending the workshops and seminars is relatively less. 

Table No. 7: Chi square table showing perception of entrepreneurs towards ICT education as explanatory 

variables 
 Value Sig. (2-sided) 

Pearson Chi-Square 13.607 .034 

Likelihood Ratio 13.859 .031 

Linear-by-Linear Association 7.392 .007 

Survey data 

From the table, the null hypothesis is rejected as there is significant relationship between education and ICT 

perception of entrepreneurs.  

Importance of Human capital of workers 

It is evident that a firm’s growth is not possible only with physical capital, but the contribution of skilled workforce 

affects the growth of the firm. The workforce employed in Micro, Small and Medium Enterprises are undervalued 

and human capital growth should be given utmost importance for the development of MSME sector. The main 

reason behind the migration of workforce in search of opportunities to other States is the lack of human capital 

growth. As a result the sector’s contribution towards value generation is badly affected.  

Profile of the sample 

Table No. 8 

Gender 

Gender Frequency Percent 

 

 

 

Male 41 82.0 

Female 9 18.0 

Survey data: 

From the table, it is clear that above 80 percent of the workers employed are males. Females are less attracted 

towards the sector because the nature of work is challenging.  

Table No. 9 

Type of business 

Type of business Frequency Percent  

 

 

micro 16 32.0 

small 20 40.0 

medium 14 28.0 

Survey data 

From the table, majority of workers are employed in micro and small firms. Medium enterprises require skilled 

workforce and this stands as a hindrance for pursuing employment in medium enterprises. 

Gender

Male

Female

type of business

micro

small

medium
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Table No. 10 

Status of employment 

  Frequency Percent 
 

  

 Temporary 8 16.0 

Permanent 42 84.0 

Survey data 

From the table, it is clear because of the informal relationship maintained by workers and entrepreneurs; the status 

of employment is permanent in nature. 

Table No. 11 

Age 

  Frequency Percent 
 

  

 

20-30 8 16.0 

30-40 12 24.0 

40-50 21 42.0 

above 50 9 18.0 

Survey data 

From the table, 60 percent of the workforce belongs to the age group 40 and above. From the table it is evident 

that youths are less attracted to work in such units as they are all attracted towards white collar jobs. Apart from 

that the existing workforce are not interested in any new areas of business,i.e., familiarisation of advanced means 

of technology which should be adopted in all the related areas of the business including production, marketing, 

record keeping and the entrepreneurs need to rely on external staff. 

Table No. 12 

Educational Qualification 

  Frequency Percent 
 

  

 

Professional 4 8.0 

PG 2 4.0 

Degree 3 6.0 

Diploma 22 44.0 

PDC 2 4.0 

SSLC 17 34.0 

Survey data: 

From the table, workforce who is technically qualified constitutes around 44 percent, as the sector mostly requires 

skilled workforce. The remaining workers are trained by the entrepreneurs for pursuing related task required by 

the engineering sector. 

 

 

 

 

 

 

Status of employment

Temporary

Permanent

Age

20-30

30-40

40-50

above 50
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Table No. 13 

Experience 

  Frequency Percent 

 

  

 

5-10 years 8 16.0 

10-15 years 14 28.0 

15-20 years 15 30.0 

20-25 years 7 14.0 

above 25 years 6 12.0 

Survey data 

From the table it is clear that, 70 percent of the workforce employed is having more than 10 years of experience. 

Table No. 14: Component Matrix showing the importance of factors contributing towards human capital growth 

of workers. 
Variable 1 2 3 4 5 6 7 

Lack of 
measures to 

reduce 

accidents 

0.554       

Freedom in 

work 

0.778       

Lack of 

Proper work 

surroundings 

0.793       

Lack of 

Welfare 
measures 

 0.610      

Grievance 

procedures  

 0.687      

Lack of 
Awareness in 

new 

technology 

  0.506     

Comfortable 
towards work 

   0.629    

Survey data 

From the table, it is inferred that the most important factors affecting human capital growth are lack of measures 

to reduce accident, less freedom in work, lack of proper work surroundings. The workforce employed in the 

engineering sector is required to handle heavy works including welding of machinery, while performing such an 

activity, they are not provided with helmets, and they are prone to accidents. This is the case of all micro units. 

But the medium enterprises are more cautious towards the safety aspects of workforce, as the provision of helmets, 

gloves and mask are compulsory during the working hours. Work Surroundings need to be given more stress 

especially by micro units where proper ventilation, lightings, and moving spaces are relatively less. As a result 

they may have a congested working atmosphere which is considered as an important factor towards human capital 

growth. As there is no formalised systems and procedures, the compensation policies, training and development 

is not regular .As a result there is less updation in technological knowledge and it affects the competence among 

the workforce. Another reason for feeling of less competence among workforce is the lack of innovation in the 

sector. As the engineering sector is standing as ancillary, innovation in terms of product, or technology is relatively 

low.  

 

VIII. Analysis and Findings 

1. Information and Communication technology is considered as an important resource and in one or the 

otherform; ICT is implemented by the MSME sector. Even though the entrepreneurs claimed to be 

computer illiterate, the users of internet technology is relatively high as compared to other technologies. 

2.  Collaboration with entrepreneurs in other States who are the users of E- commerce transactions gives a 

high level of exposure in terms of buying and selling of products through internet. 

3. Older population find it difficult to capture technology and addresses several issues such as power failure, 

high cost of installation, less knowledge in ICT aspects and as a result they won’t become competitive. 
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4. As there is only one man in managing all the aspects of the business, as well as the workforce are 

relatively unskilled ,  and also no other members are encouraged into the functioning of the unit, sharing 

of knowledge is comparatively less. 

5. It should be recommended that in each area or within an industrial estate, there should be one Technical 

Institution sponsored by the State Government specially established only for the sector. 

6. It is better to have collaboration with technology start up for sharing of technology by the MSME sector. 

7. The competitiveness of workers is possible only through entrepreneurs. If the entrepreneurs does not 

provide the workers with comfortable working space, financial as well as non financial incentives, which 

are considered as the basic amenities ,such considerations are not taken by the entrepreneurs for due 

consideration. Primary focus should be with regard to enhancement of basic amenities. Then only the 

entrepreneur should give consideration to the technological upgradation of the workforce. 

 

IX. Conclusion 
Human capital is considered as unique source of competitive advantage for small firms. This uniqueness is 

attributed to human capital of entrepreneurs as well as workers, where knowledge as unique resourcesis 

considered important for the entrepreneurs. This knowledge can be acquired through networking with 

entrepreneurs from different States and conduction of specific knowledge upgradation programmes every 

month from different sectors by experts raises the knowledge of entrepreneurs. Also stress should be given 

for providing an excellent working condition for human capital growth of workforce. As engineering sector 

is prone to loss of skilled workers, and the reason for such reduction is the lack of human capital development 

measures it necessitates the importance of human capital growth of workforce rather than entrepreneurs as 

they are the unique resource responsible for the output of the firm. 
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