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`     Pritam Dey  (BIM Trichy) 

 

 

ntrepreneurship in India: Challenges and overcoming them 

 

 

“Your time is limited, so don’t waste it 

living someone else’s life. Don’t be trapped 

by dogma –which is living with the results 

of other people’s thinking.” – Steve Jobs on 

Entrepreneurship. 

 

The term “entrepreneur” is taken from the 

French verb “entreprendre”, meaning to do 

something or to undertake. Entrepreneurship 

can be described as the endeavour to start a 

new business or organization. There is usually 

an underlying business model for the 

functioning of the business. 

 

Fig. 1 

 
(Source : www.iiemt.org) 

India‟s bondage with entrepreneurship is an 

emerging phenomenon as new policies are 

framed owing to the various opportunities and 

challenges that are evolving. Let us have a look 

at some of the challenges that a modern day 

entrepreneur in India faces: 

 

· Greater risks in Start-ups compared to 

Conventional jobs 

A graduate, post graduate or an undergraduate 

student in India will most likely want to take up a 

job which is less risky. Also, going for a 

conventional job will give him the much needed 

short term capital. Think of a student who has an 

outstanding loan of Rs. 4 lakhs after completing 

his Engineering Course or an MBA student 

applying for Rs. 10 lakhs loan in a bank. The 

primary motto in such cases will, obviously, be to 

pay off the debt as soon as possible to avoid the 

interests charging up. It will be more challenging 

for these individuals to go for a start-up. 

 

· Technological constraints and lack of 

Infrastructure 

Individuals are often not technologically aware of 

the latest trends and technologies being used in 

the market which can be potential threats for 

entrepreneurship specially the online ones. Lack 

of proper infrastructure can also be a problem. 

 

· Funding 

Most of the entrepreneurs have to look out for 

external funding as they do not possess the 

necessary capital to invest in their business. 

Angel investors and venture capitalists are not 

always easy to find or convince. Arranging for 

loans from the banks or financial institutions also 

becomes a problem in most of the cases. 

E 
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Fig. 2 

 
 

 

 

 

Title : Ease of Doing Business in India 

(Source : http://www.doingbusiness.org/data/exploreeconomies/india#) 

 

 

Fig. 3 (Source : EY G20 Entrepreneurship Barometer 2013) 

http://www.doingbusiness.org/data/exploreeconomies/india
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 Fear of competitors 

Most of the business ideas can be dubbed and 

improved upon by competitors who can eat into 

the profit of the firm especially in a country like 

India where manpower and intelligence are in 

abundance. It is difficult to come out with a 

differentiated product. 

 

· Lack of business ideas and knowledge 

An innovative and good business idea is what is 

lagging in most of the cases of a failed start-up. 

Most of them lag from the feasibility of the plan, 

execution of the plan or the focus towards the 

customers which should always be kept in mind. 

For eg : Starting an e-business firm without 

having prior knowledge of the technology trends, 

online marketing strategies, etc. can be absolutely 

disastrous. It is always advisable for an individual 

to take up a hobby or an area of passion and 

convert 

that into a business idea. The individual needs to 

be aware of the various legal and government 

policies in place. For eg – Trying to sell products 

like Pan Parag to countries like UAE where 

selling of the product is banned should be known 

beforehand. From the Government point of view, 

some measures can be taken to overcome the 

challenges: 

· New policies regarding introduction of skill 

development centres will be put into effect. The 

Government will look forward in establishing 

more institutes like the National Science and 

Technology Entrepreneurship Development. 

These institutes will focus more on the 

establishment of technology and knowledge 

driven enterprises and also utilising research 

outputs for the benefit of all stakeholders. The 

Government will try to promote entrepreneurship 

culture as a whole.
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Fig 4 

 
The government will conduct numerous 

training programs for the students which will 

train them in all possible ways of starting an 

enterprise. The trainers will have rich 

expertise in the different sectors and will be 

able to provide industry knowledge and proper 

guidance. The government will also introduce 

more distance learning programmes like the 

OLPE (Open Learning Program in 

Entrepreneurship) that can provide study 

materials and expert knowledge to the budding 

entrepreneurs on end-to-end processes in 

running an entrepreneurship. 

· On similar lines in which the White House 

launched “Startup America” initiative, India 

will come up with strategies and campaigns 

such as “Udyamitā Bharat Parikalpna” to 

inspire and accelerate entrepreneurship 

throughout the country.  These missions to 

promote entrepreneurship will form core 

components of the national innovation strategy 

for achieving sustainable growth and quality 

jobs. The government will set up an 

investment fund. It will help finance the cash-

ridden businesses and take necessary measures 

to ease credit to them. The government will 

take initiative to simplify the tax system by 

developing a direct tax code 

that will simplify tax rules, expand the tax 

base, lower tax litigations, etc. The 

Government  

will also implement a standardised goods and 

services tax to replace all indirect taxes. 

 

 

·  

 

Fig. 5 (Source : EY G20 Entrepreneurship Barometer 2013) 
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· The Government will try to influence more 

women taking up entrepreneurial roles by 

offering offices on affordable rents, 

providing direct guidance and support to 

young and creative potential female 

entrepreneurs, building strong network of 

Women Business, etc. 

· The government will try to eliminate or 

reduce processes that are outdated or overly 

burdensome to entrepreneurs. Online 

suggestion tools will be launched for the 

public 

where the feedback from the public will be 

taken into consideration. 

· The government will provide support 

mechanisms to the sick units and failing 

businesses to make them competitive. 

· The government will facilitate trade 

between India and other countries which 

will support businesses planning to sell their 

products or services offshore. 
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       Kunal Nagpal  (IIM Trichy) 

 

Albert Einstein said – “There is no greater force than an idea unleashed by an insight.”  

ntrepreneurship in our 

country lacks this 

particular force. There 

is not only a dearth of ideas, 

people are also averse to 

treading this path that involves 

many risks and where failure is a 

common notion. The teenagers 

and the young graduates are 

more or less following the 

structure that has been laid out 

for their generation. So why the 

country with a population of 1.2 

billion and which contributes 

around 64 % (1) of the brain 

gain in USA is far behind in 

entrepreneurship is not a 

mystery. One reason is the 

education system and the herd 

mentality of the students while 

making a decision about their 

careers. A lot of students are not 

sure of the courses to take, this 

is because our education system 

does not give them the exposure 

to make an informed decision. 

Most graduates feel there is a 

chasm between theory and 

practice. This can be validated 

by the facts that 80% of the 

engineering graduates and 66% 

of all graduates are not 

employable according to a 

survey (2). Lakhs of people still 

leave the country to develop 

skills by either a foreign 

education or by working in other 

countries for some time. India 

spends less than 1 percent of its 

GDP in R&D whereas the 

average spending for G20 

nations is more than 1.5 percent 

(3). There are other reasons as 

well for the general lack of 

motivation of being an 

entrepreneur in India, some of 

which are social in nature like 

family pressure to take up a job 

for a steady income. In Indian in 

middle class family job security 

and a steady income takes 

priority much above 

entrepreneurship. 

Challenges Faced By 

Entrepreneurs in India 

Red-Tapism is the biggest 

challenge faced by entrepreneurs 

these days. The number of 

procedures to be followed in our 

country and clearances required 

to start a particular business 

takes excessive amount of time. 

It takes almost a month to 

register a country in our 

company compared to a week in 

the US. The CEO of Findable.in 

has said in an interview that as a 

CEO he is spends more time 

dealing with accounting, legal 

and corporate compliance 

related issues. Procedures and 

structure should protect the 

rights of the people and are for 

standardization of the processes. 

But in India the procedures are 

used as a means to extract 

money. The risk involved 

especially in a fast changing 

business environment with 

technological advancements an 

entrepreneur offering a unique 

value to customers wants to 

enter the market first. The 

businessmen give into 

corruption to hasten the 

process. There rampant 

corruption has given rise to a 

new business that is of brokering 

or intermediaries between the 

government officials and the 

entrepreneurs.  

Another major challenge faced 

by some entrepreneurs are 

bureaucratic in nature like in 

the case of TATA NANO Plant. 

Ratan Tata decided against 

setting up the plant in West 

Bengal because of the lack of 

support from the local 

government which handled the 

situation of land with an agenda 

of their own and trying to 

capitalizing rather than 

providing a business friendly 

environment. 

E 
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The non-availability of funds 

has thwarted entrepreneurship in 

the country. Credit is a big 

problem for the start-ups in 

some sectors. The amount of 

time that might go in raising 

equity capital can in some cases 

go beyond what entrepreneurs 

can endure. It is more difficult to   

find Venture Capitalists to 

invest in business other than e-

commerce. The fund raising is 

difficult in 

some sectors than others 

because it is cheaper to import 

some consumer goods than 

manufacture in our country 

like for example mobile 

phones because of a high 

duty. Flipkart the largest e-

commerce company in India 

moved its base to Singapore. 

Singapore has a corporation 

tax of 17 percent compared to 

India where it is 34 percent 

(4). Lack of basic 

Infrastructure – roads, 

power, low penetration of 

internet- further drives up 

capital required to build a 

sustainable business. 

Facts related to entrepreneurship in India 

Procedures for startups 12 7.6 

Time required to start a 

business  

27 6  

Cost of starting a business as 

a percentage of per capita 

income 

52 9.4 

Paid-up capital required as a 

percentage of per capita 

income 

159 17 

Tax percentage 61.8 49.7 

 Source – World Bank 

Steps to overcome these 

issues  

Some entrepreneurs have 

shown a knack in a particular 

field from a very early age. 

This natural flair can be 

tapped at the school level 

education itself because not 

everybody ends up taking the 

right decision when it comes 

to career. Then, a focused 

education with exposure to the 

industry and involving them 

in activities that further groom 

them, for people who display 

an aptitude towards a 

particular field can be 

provided. So investment in 

education, vocational training 

is one.  

Credit to Micro, Small, and 

Medium enterprises, 10000 

crore incubation fund and a 

district level incubation and 

accelerator program set up by 

the government in the last 

budget in order to create a 

conducive eco-system for 

venture capital in the MSME 

sector (5). Social 

entrepreneurs should be given 

recognition so that they have 

access to these funds. Tax 

breaks should be provided to 

organizations funding the 

social entrepreneurial projects. 

Public Private Partnership 

for example the partnership 

between SIDBI and Cisco to 

promote innovation and 

entrepreneurship in ICT 

business in India. 

An Infrastructure project in 

India needs clearances from 

nineteen ministries. 

Government needs to reduce 

over-regulation on case basis. 

The processes should be 

moved online, made more 

transparent. The land 

acquisition bill should be 
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revised to streamline the 

process of land acquisition. 

All Public records and 

documents should be made 

easily accessible to the public. 

The taxation system in India is 

such that organizations want 

remain small scale and enjoy 

tax benefits, if the turnover is 

more than 1 crore or more 

organization get tax 

exemptions (6). This limit of 1 

crore can be looked at and 

increased.  

So a lot of good initiatives 

have been taken by the new 

government already. The need 

of the hour is to consistently 

improve the business 

environment. 
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science-14069 

http://ieconomics.com/india-vs-

singapore-sales-tax-rate 

http://nenglobal.org/featured/india-

budget-2014-boost-entrepreneurship 

http://business.gov.in/taxation/small_scal

e.php 
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ntrepreneurs have been given the status of heroes in developed nations, and rightly so. 

Not only do they create jobs, generate wealth and produce goods or services that society 

values, but they also sustain economies and act as agents of change in the global 

economy.  

Known for its entrepreneurial spirit, India has produced some great entrepreneurs. However, if 

you look at the data closely, you will find that that Indian MSMEs, as a group, are severely 

underperforming heir global peers.  

MSMEs employ 40% of India's workforce and yet generate only 17% of its GDP. In contrast, 

China's small businesses employ 85% of its workforce and generate 60% of its GDP. The 

comparison with USA and UK is almost as stark.  

 

 

 

 
 

While the number of MSMEs in India may look impressive at first glance, the reality is that most 

of these 48.8 million businesses are not formally registered and therefore, technically, aren't 

MSMEs.  

Key problems identified  
The major issues noticed by the ministry are,  

1. Stifling legal and regulatory environment  
The regulations governing small businesses in India are excessive, restrictive and suffocating. 

India stands at 179th in the world in terms of ease of starting a business and 134th in terms of 

ease of doing business, behind even Pakistan and Rwanda.  

Registering a company usually takes about a month and involves significant expenditures.  

E 
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2. Lack of adequate capital  
 

Capital is the lifeblood of business. Indian businesses face a massive shortage of capital and 

struggle to get funds.  

The Planning Commission of India estimates that in FY 2014, there exists a credit gap between 

demand and supply of Rs 15, 66, 089 crores.  

 

 
3. Shortage of required skills in entrepreneurs  
 

Survey by McKinsey & Company last year revealed that most Indian start-ups face two skill 

gaps:  

Entrepreneurial - managing business risks, building a team, get funding  

Functional - product development know-how, marketing skills  

Measures proposed to tackle the problem  
Both the Central Government and various State Governments have to be involved in promoting 

the growth of entrepreneurship. A major factor in the development of this societal approval is the 

media. The media should play a powerful and constructive role by reporting on the general 

entrepreneurial spirit in the country highlighting specific success cases of this spirit in operation.  

 

1. Reduce the legal formalities required  
The whole process of allowing a new business to be set up needs to be streamlined and made 

completely transparent. The legal frameworks have to be changed so as to make the process 

easier and less time taking. Also, the expenses incurred by the entrepreneur have to be reduced 

drastically.  
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A 10,000 Cr scheme was sanctioned at the center in PPP model along with the VCs for 

providing seed funding to the entrepreneurs. The risk involved in terms of collaterals also 

needs to be reduced to encourage the risk taking appetite. Unfortunately, there is a general 

lack of awareness about the program amongst entrepreneurs. The process involved has to be 

made more transparent and visibility has to be increased. This will take care of the lack of 

capital available.  

3. Programs to inspire youth need to be undertaken at various levels of education  
Youngsters are very impressionable and for that matter, any changes in the mainstream mindset 

that need to be made have to start at the school level to have a long lasting impact. This program 

will be directed towards secondary school going kids and the people studying in under-graduate 

colleges across the country. However in order to have the maximum impact, we need to target 

the rural and urban  

populations of the country separately in the following manner,  

across schools and UG colleges to make them aware of entrepreneurship as a career and motivate 

them towards it. Brand ambassador of the program to be Mr. Sachin Bansal, the CEO and 

founder of Flipkart. The urban youth will be able to connect to him more easily given the 

widespread penetration of Flipkart in the urban population. Also, he will serve as the role model 

for the budding entrepreneurs.  

conducted across schools and UG colleges to make them aware of the choice that they have to 

become an entrepreneur and inspire them to take it up as a career. The program will also make 

them aware of the various schemes in place that would enable a start-up to get the necessary 

funding. The brand ambassador for this program would be Ms. Hemalatha Annamalai who 

received Rs. 20 crore funding from VCs.  

 

4. Innovation hubs to be formed  
Innovation hubs funded by the government to be set up at the state level. Entrepreneurial ideas 

coming from UG colleges would be invited. A panel comprising of industry experts will shortlist 

the promising projects which can then be transferred to the innovation hubs.  

The innovation hubs will serve as a place to brainstorm about the execution of the ideas with the 

experts. The ideas that appear to be promising will be given a direct entry in the VC government 

scheme at the center for seed funding.  

 

5. Ensure that Entrepreneurs have access to the Right Skill  
The curriculum at universities need to be modified to address today‟s changing business 

landscape. Also, entrepreneurs qualifying for the „innovation hubs‟ would be trained so that they 

can acquire these important skills. 

 

6. Skill Development for serving the needs of a new venture  

Entrepreneurship 

Employment 

Upgrading Skill 

Companies complain about the lack of employable talent coming out of colleges across the 

country. One of the ways of ensuring a steady supply of talent is by empanelling entrepreneurs in 

the NSDC and supplying these entrepreneurs with skilled personnel trained under various 

programs of the NSDC. Under this model part of the education fees incurred by the candidate 

would be funded by the entrepreneur, part by the candidate and the rest by NSDC. 
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         Shivani Sindhwani 

 
Individual entrepreneurship pre dates the 
arrival of large scale western capitalism in 
India. Interestingly it was even envisioned as a 
bulwark against the mass producing, 
homogenizing capitalist forces of the West, in 
the Freedom Struggle. Before the emissaries 
of the Raj set up their export houses, mills 
and manufacturing units, the Indian economy 
drew from its community based occupations. 
There were hereditary communities of 
weavers, potters, metallurgists, architects and 
builders. Unlike the set up of a centralized 
western economy, entrepreneurship in India 
allowed each village, taluka, mohullah to be 
self-sustaining. Thus the empowering 
principle of self-dependence is at the heart of 
any conception of a uniquely Indian idea of 
entrepreneurship.  
The purpose of this essay is twofold. The first 
one being to establish the need for giving an 
impetus to entrepreneurs in India. And the 
second is to chart a series of steps to be taken 
by the Ministry of Entrepreneurship and skill 
development for the same.  
At the outset, it is necessary to establish the 
dynamics between small and medium 
enterprises and large scale industries of being 
not of opposition but of co-existence and 
even mutual aid. Common business wisdom 
shows that large scale enterprises are better 
able to create sustainable employment, 
better quality goods and also leverage their 
large surpluses for research and development 
in order to accelerate technical advancement. 
But at the same time small enterprises, 
because of their proximity to the clientele, 
are better able to gauge the transitions in 
customer expectations, and because they are 

more nimble they are able to mould 
themselves to satisfy the same. Thus, in an 
ideal scenario small enterprises and large 
ones could co-exist.  
However, as the recurrent decades about FDI 
in India prove, the difference between the 
well calibrated expertise, huge surpluses and 
technical prowess of large corporations and 
the relatively under developed coping 
mechanism of small enterprises tends to be 
so huge, that invariably an external 
intervention (often governmental) seems 
necessary to prevent the demise of the 
entrepreneurial spirit.  
From the State’s perspective, small and 
medium industries and by extension startups 
are important for the economy as they 
generate employment, raise living standards, 
encourage investment and add to economic 
development. Thus the need to promote 
entrepreneurship at a matter of policy cannot 
be over emphasized.  
Additionally start-ups spark constant 
innovation. An example is that of Flipkart, an 
e-commerce start-up started by two IIT 
students which is now an e-commerce giant. 
A bird’s eye view demonstrates how Flipkart 
almost single handedly fuelled enthusiasm 
and courage in India’s entrepreneurs to take 
the plunge. The company which started off as 
disrupting the traditional retail model, ended 
up carving out an economic sector of its own, 
so much so that e-retails is no longer a niche 
domain as new players enter it every day. It is 
this cascading impact of entrepreneurship 
which benefits the economy. 
Entrepreneurship instigates more healthy  
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competition in the market which ultimately 
benefits the consumer as he is now offered 
innovation and price worthiness across the 
board.  
Once the importance of a thriving 
entrepreneurial culture is felt from a State’s 
perspective it is now important to dwell upon 
the problems faced by Indian entrepreneurs 
and how the Ministry of Entrepreneurship 
and Skill Development can step in to remove 
the same.  
On a macro-economic level the government 
needs to take measures to curtail inflation, 
reduce trade barriers, provide basic 
infrastructure example electricity, 
transportation, water etc and stabilize the 
rupee to help producers in India, in general. 
However even as cheaper raw material and 
reduced cost of operations are the dream of 
every producer, they pinch a small 
entrepreneur considerably more since he is 
not equipped to achieve economies of scale 
very soon.  
Secondly the Ministry of Entrepreneurship 
and Skill Development can a play a key role in 
helping the hapless entrepreneur traverse the 
vast and complex maze that the bureaucratic 
procedures for licensing a company are. It 
would be useful if the Ministry could begin 
with holding workshops and seminars to 
create awareness about the different 
formalities and hurdles involved in setting up 
one’s own business. Even today numerous 
entrepreneurship communities exist in cities 
across the country. But often the attitude 
tends to be of chagrin against the 
governmental stalling of their efforts. Thus if 
the Ministry was to collaborate with these 
groups, it would appear less adversarial and 

more like a partner, along with being able to 
create awareness.  
Creating a conducive atmosphere for 
entrepreneurship begins by creating a 
conducive environment for the Entrepreneur. 
There is a need to create social acceptance 
for entrepreneurs, by normalizing the 
calculated risks and even failures that are the 
part of the journey of every enterprise. Thus 
the Ministry could step in to introduce 
entrepreneurship in school and college 
curricula.  
Clearances, permits, registrations and licenses 
often become subject to payment of bribes. 
The Ministry of Entrepreneurship could 
institute a ‘whistle blower policy’ and even 
set up a portal wherein entrepreneurs could 
complain about the relevant corrupt officer. 
However this policy would be deemed 
effective only if visible action is taken.  
The ambit of entrepreneurship must be 
expanded to include the small cottage 
industries spread across the landscape of 
India. Schemes for greater financial inclusion 
like the recently launched Pradhan Mantri Jan 
Dhan Yojna, along with tax breaks and 
subsidies on export would go a long way in 
removing the problem of cheap and easy 
funding.  
A lot of the traditional handicrafts and 
expertise of India are gradually dying as every 
new generation switches to more lucrative 
sectors. These sectors need to be made 
profitable again. The Ministry of 
Entrepreneurship and Skill Development 
could provide scholarships and financial aid to 
young artisans and even develop more 
vocational training institutes in villages,  
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tier II and tier III towns. The benefit of this would be that it would lead to de-centralized economic 
development as against the trickle down model. Eventually as the youth finds traditional 
occupations and trade profitable it would raise income levels, standard of living of satellite towns 
and village, nurturing a positive spurt of development. Eventually this would also help slow down 
the mass immigration from villages to cities as India develops more holistically.  
A centralized Capitalist economy was the model of the 19th and 20th centuries. As repeated crises 

of both 1929 and 200 have shown there is a need to recognize the diverse strengths and 

weaknesses of local markets. And this is where entrepreneurship steps in to gauge the changing 

pulse of consumer lifestyles in order to satisfy their needs more sustainably. And therefore the 

government must take immediate measure to foster entrepreneurial growth in India. 

 

 


