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1. Introduction 

Entrepreneurship can contribute significantly to the development of the country. The economic history of the 

presently advanced countries like USA, Russia and Japan supports the fact that economic development is the 

outcome for which entrepreneurship is an inevitable cause. [1] 

The entrepreneurial ecosystem in India is fraught with many challenges. Entrepreneurship requires risk taking 

attitude and also the mind set to accept failures. Indians by and large have been risk averse by nature. In India, 

failing in business is considered to be shameful. There is social stigma attached to a failed entrepreneur. This 

prevents people from exploring self employment opportunities. It is also widely observed that first generation 

entrepreneurs in the initial stages, after setting up an enterprise struggle to stay afloat and to scale up. Small 

ventures, apart from making people self employed, create employment opportunities and also contribute to the 

national income. It is therefore important to promote entrepreneurship. Micro, Small and Medium Enterprises 

require lot of support particularly at the initial stages to survive and stabilize. Angel investors and venture 

capitalists play a crucial role in providing much needed support to entrepreneurs, which helps entrepreneurs to 

over come most of the challenges.  

The mind set towards self employment and business is slowly changing. India ranked third in the world in terms 

of number of startups in 2015 as per ‘NASSCOM STARTUP ECOSYSTEM REPORT’. [2]. To sustain this 

momentum, an environment and a support system to promote and nurture entrepreneurship have to be created.  In 

the Budget for 2014, the Finance Minister of India, Mr. Arun Jaitley has announced a Rs. 10000 Crore back up 

for start-ups and entrepreneurship. This is a very important initiative as it indicates the government’s commitment 

to promote entrepreneurship.  

This article attempts to understand the common challenges that first generation entrepreneurs face in India and to 

understand the need for creating the right ecosystem for nurturing entrepreneurship. This paper is the outcome of 

an exploratory study based on secondary data and the author’s interactions with a few venture capitalists and a 

few young aspiring entrepreneurs. Some of the limitations of the article are that the paper is based predominantly 

on secondary data, primary data collected from entrepreneurs of ventures supported by angel investors and venture 

capitalists can add value to the study and it was not possible to draw conclusive inferences based on interactions 

with a few aspiring entrepreneurs.  

 

II.  Literature review 

Entrepreneurs in general and first generation entrepreneurs in particular face many challenges at the stages of 

planning and setting up a venture and at the early and growth stages of the venture.  

2.1 In reference [3] the authors in their book titled ‘Essentials of Entrepreneurship and Small Business 

Management’ in the first chapter titled ‘The Foundation of Entrepreneurship’ have discussed ten deadly mistakes 

of entrepreneurship. According to the authors, Management Mistakes, Lack of Experience, Poor Financial 

Control, Weak Marketing Efforts, Failure to Develop a Strategic Plan, Uncontrolled Growth, Poor Location, 
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Improper Inventory Control, Incorrect Pricing and Inability to make the “Entrepreneurial Transition” are the 

mistakes that entrepreneurs most often make. Most of the mistakes are committed by Indian entrepreneurs also.  

The venture capitalists interviewed by the author said that many first generation entrepreneurs in India tend to get 

sentimentally attached to their businesses and are not willing to give up and sell the business to a team that has 

the potential to manage the business more efficiently and effectively. 

2.2 Reference [4], which is an article titled Indians are the start-up kings of US, the author has discussed the 

findings of a study. According to the study, Indian immigrants to the United States account for 28% of all foreign-

founded private start-up companies. It was found that in the last fifteen years one out of every four i.e. 25% United 

States public companies that were funded by venture capitalists have been started by immigrants. Out of this 28% 

were started by Indians, United Kingdom (11%), China (5%), Iran (4%) and France (4%). The article does not 

throw light on why Indians migrate to the United States and become entrepreneurs there. It would be interesting 

to know why these people of Indian origin migrate to United States and set up companies. Some reasons could be 

the difficulty in setting-up business ventures in India due to cumbersome procedures and regulations, lack of 

infrastructure, etc. as against the ease of doing business and getting early stage funding in the United States. 

2.3 Reference [5], a research article published in Gallup Business Journal reveals that more than 60% of the Indian 

population possesses personality traits that are crucial for success as an entrepreneur -- such as business thinking 

(69%), optimism (66%), and persistence (65%) -- which suggests a wealth of entrepreneurial capacity. However, 

willingness to take the risk of running a business is not a common trait among a majority of Indians. 

2.4 Reference [6] is an article titled “8 inevitable challenges faced by Indian entrepreneurs before starting up” in which the author 

has quoted Rakesh Kalra, CEO, UrbanPro.com, “The biggest challenge that I see most entrepreneurs face is the fear 

of failure. The education system in India rewards success and penalises failure. One then grows up with these 

fears built over time, which become a hindrance to take risks required to start-up. It is extremely important to have 

a non-shattering belief in your vision, and work towards your goals with perseverance. Overtime, the fears would 

disappear and give way to a strong self-belief that anything is possible,"  

Thus it is evident that the ‘risk averse’ mind set of Indians is a major hurdle for entrepreneurial pursuits. 

 
III.  Challenges faced by First Generation Entrepreneurs in India: 

Based on literature studied and discussions by the author with early stage financiers, legal experts and aspiring 

entrepreneurs, some of the major challenges faced and mistakes committed by entrepreneurs in India are discussed 

below: 

3.1: Risk taking mindset: One of the major weaknesses that is a hurdle for growth of entrepreneurial ventures in 

India is the lack of risk appetite. The ‘risk averse’ mind set of Indians is a major hurdle for entrepreneurial pursuits. 

3.2: Social constraints: The social support system in India is very strong. In many parts of the country and among 

many communities the joint family system continues. While this support is very beneficial in many respects, it 

also has some limitations. Participation of and interference by the close and extended family in career related 

decisions, considering failure in education, career and business as shameful are serious impediments to 

entrepreneurial pursuits. Such social pressures add to the stigma attached to failure and the ‘risk averse’ mindset. 

3.3: Drafting the Business Plan: Very often first generation entrepreneurs do not have a thorough understanding 

of the industry, competition, regulations etc. As a result, the business plan may lack clarity, have incorrect 

financial projections and may lack conviction. This can impact the ability of the entrepreneur to get funds. 

3.4: Business ideas: The interactions with venture capitalists helped the author in gaining key insights into the 

entrepreneurial talent in India. The venture capitalists are of the view that very rarely disruptive inventions and 

technologies come out from India. They unanimously said that Indians were good at building innovative business 

models.  

3.5: Scalability and sustainability of the business idea: Many fresh graduates and youth with a few years of 

experience are jumping on to the ‘Startup’ bandwagon. The business idea often does not have the fundamental 

strength. For instance, youth are trying to set up ventures based on an ‘App” i.e. a simple software application 

created by them. Sustainability is questionable as these apps can be easily copied and the business may not have 

any underlying asset. When probed, many have a very short term orientation towards the business and said that 

they would sell the business and start another venture. This may be positive from the point of view of serial 

entrepreneurship but whether they will find buyers for their businesses is not sure. 

3.6: Getting and retaining human resources:  Attracting competent human resources can be a challenge as 

experienced and talented people prefer to work for established enterprises. This mind set also is slowly changing. 

Many fresh graduates from premier institutions such as Indian Institutes of Technology ( IITs) and (Indian 

Institutes of Management (IIMs) are choosing to join startups as they are of the view that startups would give 

them an opportunity to learn, work closely in a small team with the founders and also would be more open to new 

and innovative ideas.  

3.7: Business acumen: It is often found that people with good business ideas may not have the acumen to 

commercialize their ideas and develop a scalable business model. Early stage financiers place lot of emphasis on 

the quality of the management team.  
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3.8: Understanding of finance: Many first generation entrepreneurs lack thorough knowledge of the financial 

aspects of business. Realistic cash flow projections are crucial so that adequate funds can be infused at the right 

time and the venture survives.   

The world is full of great businesses which have bitten the dust simply because the entrepreneur has not been 

financially literate, says Dr. Anil Lamba in a book by Kiran Bhatt & Sekhar Seshan (Interview: Dr. Anil Lamba). 

In the same book Dr. Lamba says that the head of a business should not wait till the end of the financial year to 

check whether he is going to make a profit or loss. A month-on-month revenue calculation is recommended. [7]. 

Understanding of finance among aspiring entrepreneurs is a matter of concern. The author had attended a meeting 

of angel investors in which aspiring entrepreneurs made a pitch for funds. Most of them stumbled when the angels 

present in the meeting raised questions pertaining to cash flow and revenue streams. During the author’s 

interaction with two aspiring entrepreneurs who had quit their jobs in a well known financial services company, 

it was found that financial planning and forecast have not been done with care. When asked about the cash flows, 

they very confidently said that they had approached venture capitalists who had promised funding even if the 

projected revenue streams were vague. The author was surprised to note that the aspiring entrepreneurs had not 

even thought of their own salary.  

3.9: Legal compliances: The regulatory environment and provisions in India are very complex. In interactions of 

the author with two legal experts revealed that compliances with legal provisions is an area in which first 

generation entrepreneurs require lot of help. There is disharmony among the provisions of SEBI, CBDT, RBI, etc. 

The venture capitalists interviewed by the author were also very dissatisfied with the legal framework pertaining 

to startups in India. 

Reference [8] is a report titled ‘Assessing venture capital in India’, in which the author has summarized the views 

of experts in a conference to discuss the ability of India to compete in the IT arena. Many factors were discussed 

including the quality and quantity of human capital, risk taking attitude, availability of venture capital etc. The 

general view was that the regulatory framework needs considerable changes. It was also observed that personnel 

of active venture capital firms lacked the expertise for making investments. 

This report was drafted in 1999 and even today the regulatory framework continues to be a hurdle to 

entrepreneurship and a deterrent to venture capital investments in India. 

Early stage financiers provide support to entrepreneurs to overcome many of the challenges mentioned above. For 

instance, venture capitalists provide value added services to the funded undertakings. They provide finance and 

assist in strategic planning, marketing research, marketing, finding the right management team; getting additional 

finance etc. venture capitalists’ oversight of new firms involves substantial costs.  [9] 

The author’s interaction with 17 venture capitalists revealed that all of them are involved in the management of 

their portfolio firms, but they added that they do not get involved in the day to day operations but are involved in 

strategy formulation. All of them said they give need based value added services to their portfolio firms. They 

help them in areas such as strategic management, corporate governance, legal compliance, getting additional 

finance, getting human resources for building a sound management team in that order. 

 
IV.  Conclusions and Suggestions 

The study of related literature, interactions with early stage financiers, legal experts and a few aspiring 

entrepreneurs have helped in drawing the following conclusions and in making suggestions. 

4.1: Entrepreneurial efforts in India should also be directed at developing sustainable innovative business models 

to market products developed in rural India. There are many businesses that are dying slowly and given the right 

business model, can be revived.  

4.2: The entrepreneurial ecosystem existing in other countries should be studied and customized based on the 

requirements and uniqueness of the Indian culture and economy. ‘One size fits all’ approach may not work. In 

every state, the Government, educational institutions, banks and private companies should design and implement 

entrepreneurial models that suit the need of the state and uses the strengths and competitive advantage of the state. 

For this, an ethnographic research to study the local needs and preferences on one hand and the local talents, 

products and services that can be offered should be undertaken. This will help in developing entrepreneurial 

ventures that are the right fit given the economic and social needs of the local people. 

4.3: Above all aspiring entrepreneurs should ask the following questions to themselves before setting up a venture: 

What are the underlying assets of the business? If the business, for instance is based on a software application, 

can it be copied easily. If yes, how to maintain and sustain the pioneer advantage? Are the technical skills required 

to improve and add better features to the application available? Is there space for many players in the market? 

Any venture will be sustainable even if competitors enter the fray, if the business addresses a generic need and 

has scope for scaling-up. Is the business catering to a current fad that may go out of fashion soon? 

Answers to these questions are crucial because from a micro perspective many startups in India, particularly in 

the e-commerce, education spaces may be profitable for the entrepreneur and the funding agencies in the short 

run. However, from a macro perspective, businesses promoted by entrepreneurs and funded by venture capitalists 

with a very short term orientation may lead to major financial problems for the economy in the long run.  
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4.4: As there is adequate entrepreneurial talent in India, the talent has to be spotted early. 

Educational institutions can undertake the following measures to nurture entrepreneurial talent among students: 

 Curriculum right from high school level should include entrepreneurship. This is essential to ensure that 

entrepreneurial ambitions and talents are recognized among students at a young age. Entrepreneurship as a 

subject has to be introduced at high school level. The mindset about risk taking has to change. The courses 

at high school level should equip students to take risks and accept failures. The entrepreneurial culture has 

to be developed among high school students.  

 Formal undergraduate and post graduate programs specifically focusing on entrepreneurship have to be 

designed. At the higher education levels, more universities should offer full fledged entrepreneurship 

courses.  For the courses to be effective, successful entrepreneurs should be involved in deciding the course 

content and in teaching. This necessitates, close industry-academia interactions and ties. 

 Institutions of higher education should have a mechanism for identifying students with entrepreneurial 

capabilities and design and implement formal mentoring programs. People with entrepreneurial capabilities 

and aspirations should be made to accept criticism and ideas.  

 Institutions of higher education offering predominantly undergraduate programs should also have in-house 

Entrepreneurship Development Cells. The Cell should form collaborations with venture capitalists, angel 

investors and mentor networks. The cell should facilitate and promote interactions of students with the 

relevant capabilities and aspirations. The Cell should organize Entrepreneurship workshops of duration of 

12 to 18 months. During the workshop the participants should be made to do internship with startups. This 

will help them in getting hands on experience. 

4.5: Government should take initiatives to build a strong network of funding agencies, mentors and entrepreneurs. 

State governments and private companies should study the local needs and talents and undertake initiatives to 

create a strong network of entrepreneurs, funding agencies, mentors and consultants in all the states in India. A 

robust model has to be created that will help in promoting entrepreneurship and successful ventures. 

It can thus be concluded that in India, first generation entrepreneurs can and are creating employment opportunities 

and wealth. A healthy entrepreneurial ecosystem can help in promoting entrepreneurship and contribute to 

economic development 
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