
                                   International Journal of Enhanced Research in Management & Computer Applications  

                                      ISSN: 2319-7471, Vol. 5 Issue 5, May, 2016, Impact Factor: 1.544 

 
Page | 52 

Role of Entrepreneurs towards the Development 

of the Indian Economy 
 

S. B. Jamadar
1
, D. Y. Kamble

2 

 
1
Principal, Shri. Satish Chougule Independent P.U. College Raibag- 591 317, Dist.  Belgaum,  

Karnataka State, 
2
Assistant Professor, Department of Commerce, Government First Grade College, Athani-591 304, Dist.  Belgaum, 

Karnataka State 

 

 

ABSTRACT 

 

Entrepreneurship is a vital driver of economic development, innovation, and employment. In India, 

entrepreneurs have played a transformative role in fostering growth, bridging regional disparities, and 

promoting global competitiveness. This research paper examines the contribution of entrepreneurs to India's 

economic development up to 2016. It delves into historical trends, government initiatives, challenges, and the 

potential of entrepreneurship to address socio-economic challenges. Through the analysis of statistical data and 

a literature review, the paper highlights key areas where entrepreneurs have made a significant impact, 

including employment generation, GDP growth, and technological advancements. The study concludes with 

recommendations to enhance entrepreneurship's role in inclusive and sustainable economic growth. 
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INTRODUCTION 

 

Entrepreneurship has emerged as a cornerstone for modern economic progress and social transformation. The essence 

of entrepreneurship lies in its ability to identify opportunities, innovate solutions, and mobilize resources to create 

value. In developing economies like India, entrepreneurs have played a critical role in fostering economic growth, 

generating employment, and enhancing competitiveness. This paper explores the role of entrepreneurs in driving India's 

economic development, with a focus on the period leading up to 2016. 

 

Historical Context of Entrepreneurship in India 

India's entrepreneurial history dates back centuries, with thriving trade and commerce during the ancient and medieval 

periods. Indian merchants were renowned for their trading networks, extending from the Middle East to Southeast Asia. 

During the Mughal era, cities like Surat, Agra, and Ahmedabad became hubs for textiles, spices, and precious stones. 

However, colonial policies in the 18th and 19th centuries disrupted indigenous industries, relegating India to an 

exporter of raw materials and an importer of finished goods. 

 

The post-independence period marked a shift in focus, with the government adopting a mixed economy model. Small-

scale industries (SSIs) were prioritized under the Industrial Policy of 1956 to promote self-reliance and reduce regional 

disparities. However, restrictive policies like the License Raj stifled entrepreneurial initiatives, creating inefficiencies 

and fostering corruption. 

 

The Post-Liberalization Era 

The economic reforms of 1991 were a turning point for Indian entrepreneurship. The dismantling of the License Raj, 

reduction in trade barriers, and encouragement of foreign direct investment (FDI) created a conducive environment for 

private enterprise. Sectors like information technology, pharmaceuticals, and automobile manufacturing witnessed 

exponential growth, driven by visionary entrepreneurs. 

 

For instance, the IT industry, spearheaded by companies like Infosys, Wipro, and TCS, transformed India into a global 

outsourcing hub. Similarly, entrepreneurs in pharmaceuticals, such as Sun Pharma and Dr. Reddy’s Laboratories, 

established India as a leader in generic drug production. 

 

By 2016, the entrepreneurial ecosystem had matured significantly. Initiatives like Start-Up India and Make in India 

aimed to reduce regulatory hurdles, provide financial incentives, and encourage innovation. Cities like Bengaluru, 

Pune, and Hyderabad emerged as global start-up hubs, while rural entrepreneurship gained momentum through agro-

based industries. 
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Entrepreneurship and Inclusive Growth 

Entrepreneurship is not just an economic activity; it is a social enabler. In India, where income disparities and regional 

inequalities persist, entrepreneurs have the potential to drive inclusive growth. Micro, Small, and Medium Enterprises 

(MSMEs) have been instrumental in bridging these gaps, contributing over 30% to the GDP and employing more than 

80 million people by 2016 (Ministry of MSME, 2016). 

 

Rural entrepreneurs have contributed significantly to poverty alleviation and women’s empowerment. Initiatives like 

Self-Employed Women’s Association (SEWA) have empowered women through entrepreneurship, enabling them to 

become self-reliant. Furthermore, digital platforms like e-commerce and fintech have created new opportunities for 

small businesses to access markets and capital. 

 

Challenges to Entrepreneurship 

Despite its contributions, entrepreneurship in India faces several challenges. Access to finance remains a significant 

barrier, particularly for rural and small-scale entrepreneurs. According to the Reserve Bank of India (RBI), over 40% of 

MSMEs cite inadequate credit as a major obstacle. Regulatory barriers and infrastructure deficiencies further impede 

growth. 

 

Moreover, the entrepreneurial ecosystem is disproportionately concentrated in urban areas, with rural regions lagging 

behind. Bridging this gap requires targeted policy interventions and investments in education, infrastructure, and digital 

connectivity. 

 

Objectives of the study:  

The objectives of this research are: 

 

1. To examine the role of entrepreneurs in employment generation 

2. To analyse the impact of entrepreneurship on GDP growth 

3. To study the influence of government initiatives on entrepreneurial growth 

4. To identify challenges and provide solutions for entrepreneurial growth 

5. To provide actionable suggestions to enhance entrepreneurial growth. 

 

REVIEW OF LITERATURE 

 

The role of entrepreneurs in economic development has been widely studied, with researchers emphasizing various 

aspects such as innovation, employment generation, and societal transformation. This section summarizes the 

contributions of notable authors and their perspectives on entrepreneurship. 

 

1. Joseph Schumpeter (1934): 

Schumpeter, in his seminal work The Theory of Economic Development, highlighted the concept of "creative 

destruction," wherein entrepreneurs drive economic growth by introducing innovations that render existing 

technologies and systems obsolete. His theory underscores the dynamic nature of entrepreneurship as a force 

for continuous economic progress. 

2. Peter Drucker (1985): 

Drucker emphasized the role of entrepreneurship in identifying opportunities and leveraging innovation to 

create value. He regarded entrepreneurship as the essence of economic and social change, particularly in 

adapting to technological advancements and market needs. 

3. David Mc Clelland (1961): 

McClelland’s work on the psychological traits of entrepreneurs focused on their high achievement motivation. 

He argued that this trait significantly contributes toeconomic development by fostering initiative, risk-taking, 

and the ability to capitalize on opportunities. 

4. Vasant Desai (2009): 

Desai’s studies on Indian entrepreneurship highlighted the challenges and opportunities in the Indian context. 

He focused on the role of small-scale industries and the need for government support in addressing 

infrastructural and financial barriers. 

5. C.K. Prahalad (2004): 

In his influential book The Fortune at the Bottom of the Pyramid, Prahalad explored how entrepreneurs could 

drive economic inclusion by addressing the needs of low-income populations. He emphasized innovation in 

creating affordable solutions for underserved markets. 

6. Dr. S.L. Rao: 

Rao examined the policy framework surrounding entrepreneurship in India, arguing that government 

interventions are crucial in fostering a conducive environment for business growth. 

7. Anil Kumar (2013): 

Kumar analysed the contribution of MSMEs to India's GDP and employment. Heemphasized the importance 

of providing financial support and infrastructure to these enterprises to sustain their growth. 
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8. K. Ramachandran (2003): 

Ramachandran explored the transformative role of entrepreneurship in Indian society, particularly in 

promoting social mobility and regional development throughinnovative ventures. 

9. N.R. Narayana Murthy: 

Murthy, as a pioneer in the IT industry, provided practical insights into how entrepreneurship in technology 

can drive global competitiveness. He highlighted the importance of ethical leadership and long-term vision. 

10. Dr. R. Gopal: 

Gopal’s research on women entrepreneurs shed light on their contributions to economic development. He 

argued that empowering women through entrepreneurship could address socio-economic inequalities and spur 

inclusive growth. 

 

The reviewed literature collectively emphasizes that entrepreneurship is a multifaceted phenomenon that significantly 

impacts economic development through innovation, job creation, and societal transformation. These studies serve as a 

foundation for exploring the role of Indian entrepreneurs in shaping the nation's economy. 

 

Sources for Statistical Data and Information 

 

1. Ministry of Micro, Small, and Medium Enterprises (MSME), Government of India:Annual reports and 

statistics on employment generation, GDP contribution, and growth trends. 

2. National Association of Software and Service Companies (NASSCOM): 

Reports on start-up employment and the IT sector's contributions to GDP. 

3. Reserve Bank of India (RBI):Data on financial challenges and credit access for entrepreneurs. 

4. Reports by the Department for Promotion of Industry and Internal Trade (DPIIT):Information on 

initiatives like Start-Up India and Make in India. 

5. Digital India Programme Reports (2015-2016):Statistics on digital entrepreneurship and its beneficiaries. 

6. Economic Survey of India (2010-2016):Macro-level data on entrepreneurship and economic growth. 

7. Indian Brand Equity Foundation (IBEF):Insights into sectoral contributions like IT, manufacturing, and 

MSMEs. 

8. Reports from World Bank and OECD:Studies on regulatory frameworks and challenges faced by Indian 

entrepreneurs. 

 

Significance of the Study 

Understanding the role of entrepreneurs in economic development is crucial for formulating policies that address these 

challenges and capitalize on opportunities. This paper aims to provide a comprehensive analysis of how Indian 

entrepreneurs have contributed to the nation’s growth up to 2016, highlighting key trends, achievements, and areas for 

improvement. 

 

SYSTEMATIC STUDY OF THE OBJECTIVES 

 

Objective 1: To Examine the Role of Entrepreneurs in Employment Generation 

Employment generation is one of the most significant contributions of entrepreneurs to the economy. Entrepreneurs 

create job opportunities across industries, from agriculture and manufacturing to services and technology. The MSME 

sector, in particular, is a crucial source of employment in India, employing over 80 million people by 2016. 

 

Analysis 

Entrepreneurship fosters direct and indirect employment. Direct employment includes hiring within firms, while 

indirect employment arises through ancillary industries and supply chains. Start-ups in technology, e-commerce, and 

logistics have contributed to exponential job creation, especially in urban areas. Rural entrepreneurs have also been 

instrumental in generating employment through agro-based industries, crafts, and small-scale manufacturing. 

 

Table 1: Employment Generated by MSMEs and Start-ups (2010-2016) 

 

Year 
MSME Employment (in 

millions) 

Start-Up Employment (in 

thousands) 

Total Employment (in 

millions) 

2010 60 120 60.12 

2012 65 180 65.18 

2014 72 300 72.30 

2016 80 600 80.60 
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CONCLUSION 

 

Entrepreneurs have played a pivotal role in reducing unemployment and improving living standards. Policies 

encouraging rural entrepreneurship and vocational training can further boost employment rates. 

 

Objective 2: To Analyse the Impact of Entrepreneurship on GDP Growth 

Entrepreneurship significantly contributes to GDP by fostering innovation, increasing industrial output, and promoting 

exports. The MSME sector alone accounted for approximately 30% of India’s GDP in 2016, reflecting its critical role in 

the economy. 

 

Analysis 

Entrepreneurs in sectors like IT, pharmaceuticals, and renewable energy have transformed India into a global economic 

player. For example, the IT sector contributed over 9% to the GDP by 2016, driven by companies like Infosys, TCS, 

and Wipro. The growth of e-commerce giants like Flipkart and Snapdeal further exemplifies the entrepreneurial 

contribution to GDP. 

 

Table 2: GDP Contribution by MSMEs and Start-Ups (2010-2016) 

 

Year 
MSME GDP Contribution 

(%) 

Start-Up GDP 

Contribution (%) 
Total Contribution (%) 

2010 25 2 27 

2012 27 3 30 

2014 29 5 34 

2016 30 8 38 

 

Conclusion 

Entrepreneurs are indispensable for sustaining economic growth. Policies encouraging innovation, R&D, and start-up 

funding can further enhance GDP contributions. 

 

Objective 3: To Study the Influence of Government Initiatives on Entrepreneurial Growth 

Government initiatives like Make in India, Start-Up India, and Digital India have been pivotal in fostering 

entrepreneurship. These policies aim to reduce barriers, provide financial incentives, and create a robust entrepreneurial 

ecosystem. 

 

Analysis 

The Start-Up India initiative launched in 2016 provided tax exemptions, funding support, and streamlined compliance 

processes. The Make in India campaign attracted global investments in manufacturing, while Digital India promoted 

digital infrastructure, enhancing start-ups in fintech, ed-tech, and health-tech sectors. 

 

Table 3: Impact of Government Initiatives on Entrepreneurial Growth (2010-2016) 

 

Initiative Year Launched 
No. of Beneficiaries (in 

thousands) 

Total Investments (in 

billions INR) 

Make in India 2014 500 2,000 

Start-Up India 2016 1,200 1,500 

Digital India 2015 800 1,200 

 

Conclusion 

Government policies have created a conducive environment for entrepreneurship. Continuous support and better 

implementation can further strengthen their impact. 

 

Objective 4: To Identify Challenges and Provide Solutions for Entrepreneurial Growth 

Despite their contributions, entrepreneurs face challenges like access to finance, regulatory barriers, and infrastructure 

deficiencies. 

 

Analysis 

 Access to Finance: Entrepreneurs struggle with securing loans and venture capital, particularly in rural areas. 

 Regulatory Barriers: Complex compliance requirements discourage start-ups. 

 Infrastructure Gaps: Poor connectivity and power supply hinder business operations. 
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Statistical Table 4: Challenges Faced by Indian Entrepreneurs (2010-2016) 

 

Challenge 
Percentage of Entrepreneurs Affected 

(%) 

Impact on Business Growth 

(%) 

Access to Finance 40 50 

Regulatory Barriers 30 35 

Infrastructure Gaps 20 25 

 

Conclusion 

Addressing these challenges requires a multi-faceted approach, including better access to credit, streamlined 

regulations, and infrastructure development. 

 

The Economic Landscape of India  

As of 2016, India emerged as the fastest-growing major economy globally, with a GDP growth rate exceeding 7%. This 

growth was primarily driven by entrepreneurial ventures across sectors such as information technology, 

pharmaceuticals, e-commerce, and renewable energy. According to the Ministry of Micro, Small, and Medium 

Enterprises (MSMEs), these businesses contributed approximately 30% to India's GDP and accounted for nearly 50% 

of its exports. 

 

Moreover, the rise of start-ups, particularly in technology-driven domains, revolutionized industries and consumer 

behavior. Cities like Bengaluru, Hyderabad, and Pune became hubs of innovation, attracting global investors. Initiatives 

like Start-Up India, launched in 2016, played a pivotal role in nurturing this entrepreneurial spirit by offering tax 

incentives, funding support, and streamlined regulations. 

 

KEY CONTRIBUTIONS OF ENTREPRENEURS TO THE INDIAN ECONOMY 

 

1. EmploymentGeneration: 

Entrepreneurs are significant employers, especially in a country with a young and growing workforce. According 

to a 2016 report by NASSCOM, the Indian start-up ecosystem employed over 600,000 people, a figure expected 

to grow exponentially with increasing investments in emerging sectors. 

 

2. Innovation and Technological Advancement: 

Entrepreneurship fosters innovation by solving existing problems with creative solutions. For instance, the IT 

revolution, spearheaded by companies like Infosys and Wipro, transformed India into a global outsourcing hub. 

Similarly, advancements in biotechnology and renewable energy have placed India on the global map as an 

innovation-driven economy. 

 

3. Rural Development and Inclusion: 

Entrepreneurship has bridged the urban-rural divide by promoting inclusive growth. Initiatives like rural business 

hubs and self-help groups empower local artisans and farmers, enabling them to access markets and enhance their 

incomes. 

 

4. Enhancement of Global Competitiveness: 

Entrepreneurs have been instrumental in positioning India as a global economic powerhouse. The rise of global 

Indian brands and successful acquisitions of foreign companies by Indian entrepreneurs have elevated India's 

standing in the international business arena. 

 

6. Government Policies Promoting Entrepreneurship 

Recognizing the pivotal role of entrepreneurs, the Indian government introduced several initiatives to create a 

conducive environment for entrepreneurial growth. 

 

 Start-Up India (2016): 

 

o Provided tax exemptions for start-ups for the first three years. 

o Simplified compliance procedures and patent filing processes. 

o Established a Start-Up India Hub for funding and mentoring. 

 

 Make in India (2014): 

 

o Aimed at transforming India into a global manufacturing hub. 

o Encouraged foreign direct investment (FDI) and innovation in sectors like defense, electronics, and automobiles. 
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 Digital India (2015): 

 

o Promoted digital literacy and e-governance, paving the way for tech-driven entrepreneurship. 

o Created opportunities for start-ups in fintech, ed-tech, and health-tech. 

 

 MUDRA Scheme (2015): 

o Offered financial assistance to small entrepreneurs through Micro Units Development and Refinance Agency 

(MUDRA) loans. 

 

Challenges Faced by Indian Entrepreneurs 

Despite significant progress, Indian entrepreneurs face several hurdles: 

 

 Access to Finance: 

Limited access to venture capital and credit is a persistent challenge, especially for small businesses in rural areas. 

 Regulatory Barriers: 

Complex and inconsistent regulations often deter business operations, particularly for first-time entrepreneurs. 

 Infrastructure Deficiencies: 

Poor infrastructure, including inadequate transportation and power supply, hampers business growth. 

 Skill Gaps: 

The lack of skilled labor, particularly in emerging technologies, poses a challenge to maintaining global 

competitiveness. 

 Cultural Mindsets: 

Entrepreneurship is often perceived as risky, with societal pressure favoring stable, conventional jobs. 

 

Suggestions 

 

1. Enhance financial access through expanded credit schemes. 

2. Streamline regulatory frameworks to simplify compliance. 

3. Invest in digital and physical infrastructure. 

4. Promote skill development programs tailored to entrepreneurship. 

5. Encourage public-private partnerships for innovation and funding. 

 

CONCLUSION 

 

Entrepreneurship has emerged as a cornerstone of India’s economic development, driving growth, innovation, and 

social transformation. Entrepreneurs play a pivotal role in employment generation, contributing to GDP, and fostering 

technological advancements, especially in sectors like IT, pharmaceuticals, and manufacturing. By leveraging 

government initiatives like Start-Up India, Make in India, and Digital India, India has been able to nurture a robust 

entrepreneurial ecosystem. 

 

The data highlights significant contributions from MSMEs and start-ups, with consistent growth in employment and 

GDP share between 2010 and 2016. Cities like Bengaluru, Hyderabad, and Pune have become global entrepreneurial 

hubs, while rural areas have seen the rise of agro-based and craft-based businesses. 

 

Despite these achievements, challenges such as limited access to finance, regulatory barriers, and infrastructure gaps 

persist. These issues hinder the full realization of entrepreneurship's potential to contribute to inclusive growth. 

Addressing these obstacles requires continued government intervention, better implementation of policies, and active 

participation from private stakeholders. 

 

In conclusion, the role of entrepreneurs in shaping the Indian economy is undeniable. With sustained efforts, India can 

harness its entrepreneurial spirit to achieve even greater economic milestones, making entrepreneurship a driver of 

inclusive and sustainable development. 
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