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Manufacturing entrepreneurship in India goes back hundreds of years and one can find 

attempts to establish and grow factories and related facilities in a variety of sectors 

including shipbuilding, gun powder production, textiles, iron and steel.  In general, 

however, entrepreneurship grew relatively slowly during the period of British occupation 

of India for a variety of reasons, including failure of the British to afford adequate 

protection to new enterprises and the practice of the British to limit encouragement of 

entrepreneurial activity to those industries where British capital was at risk; high railway 

freight charges; exorbitant tariffs imposed on Indian-made goods; suffocating regulations 

in the form of restrictions and controls on licenses and capital needed to establish and 

operate business facilities; and a lack of facilities and other resources to provide the 

technical education necessary to strength indigenous entrepreneurship.
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After the British occupation of India ended the new government began to take tangible 

steps to provide support for Indian entrepreneurs and the development of the private 

sector of the economy.  In its first statement of ―industrial policy‖ in 1948 the 

government stated its commitment to maintain a proper distribution of economic power 

between private and public sector; accelerate industrialization by spreading 

entrepreneurship from the existing centers to other cities, towns and villages; and 

disseminate the entrepreneurship acumen concentrated in a few dominant communities to 

a large number of other potential entrepreneurs from various social classes.   Since then, 

development of small-scale industries has been a stated priority for successive 

governments and the state has continuously provided various incentives and concessions 

to potential entrepreneurs, including capital, technology, markets and land.
3
  The result 

has been that the prevalence rate of entrepreneurial activity in India as measured by the 

Global Entrepreneurship Monitor, while lower than Brazil and China, compared quite 

favorably to the US as of 2007.
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In general, new venture creation has increased dramatically since the economic 

reforms—rising from 25,896 in 1992 to 52,496 in 2006—and paid-up capital of private 

sector firms as a percentage of GDP increased from 3.94% in 1992 to 17.31% in 2006.
5
  

According to figures compiled by the National Knowledge Commission, by far the 

largest share of companies since 2003-04 have focused on ―emerging sectors‖, many of 

which have a significant knowledge base as their foundation, including information 

technology, finance, insurance and business services, construction, community, social 

and personal services, supply chain, transport, storage, communications and the like.
6
  

Mani has observed and praised the role of the private sector, particularly ―entrepreneurial 

firms‖ as defined above, in the growth performance of India since the economic reforms 

of 1991.  Among the factors that he noted were the increases in savings and investments 

of the corporate private sector since 2003-04, particularly the level of investment in 

―innovation‖ in the form of allocation of financial and other resources to research and 

development activities
7
 and the filing of patent applications; the push among many 

private sector firms toward greater integration with the global economy through high 

export activities and acquisitions by Indian firms in foreign markets
8
; and the rapidly 
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expanding presence of Indian firms as significant players in knowledge- and technology-

intensive industries in a diverse array of industries including auto components, 

biotechnology, software and wind turbines‖.
9
   

 

An interesting development, particularly given India’s long aversion to allowing foreign 

participation in its own economy, has been the rapid expansion in Indian investments 

abroad and the corresponding rise of a small, yet increasingly influential, group of Indian 

multinationals that have become global players in a number of key industries.
10

  Mani 

listed several apparent reasons for this trend, including ―. . . to access high growth 

markets, technology and knowledge, boost their positioning in the value chain, attain 

economies of size and scale of operations, to tap global natural resource banks and 

leverage international brand names for their own brand building‖.
11

  Among the 

industries of interest to Indian investors have been pharmaceuticals, automobiles, basic 

metals, telecommunications and electrical equipment.  As of 2007-2008, net foreign 

direct investment (FDI) from India was 52% of net FDI into India—a notable jump from 

the 19% in 2000-01—and in some years the percentage was even higher; for example, 

66% in 2005-06.
12

 

 

For all of the efforts to encourage entrepreneurship in India serious problems continue to 

slow progress.  The World Bank’s 2008 ranking of various countries with respect to 

―doing business‖ placed India relatively low on a number of important dimensions 

including establishing a business, dealing with licenses, employing workers (including 

hiring and firing practices), registering property, taxes, enforcing contracts and closing 

businesses.
13

  Other often mentioned impediments to entrepreneurial activity include the 

availability of skilled manpower; poor physical infrastructure (i.e., roads, railways, ports, 

power and telecommunications) and high transport and supply chain costs; shortcomings 
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in the area of entrepreneurship education, including not only formal training but also the 

availability of mentoring and networking opportunities; and a shortage of risk capital.
14

 

 

Mani has defined ―knowledge-based entrepreneurship‖, which he noted was a term often 

used interchangeably with ―technology-based entrepreneurship‖, as ―entrepreneurship in 

the context of medium and high technology industries, both in the manufacturing and 

service sectors as well‖.
15

  With respect to India, the specific industries considered to 

meet the criteria for ―knowledge-based‖ status include chemical and chemical products, 

metal products and machinery, electrical machinery, transport equipment, communication 

services, computer-related services and research and development services.
16

  Mani has 

described three traits of ―entrepreneurial firms‖ in India that distinguished them from 

―conventional firms‖: (i) corporate governance—although many of the firms were 

originally established by entrepreneurs with technical, as opposed to managerial training, 

they have opted for listing their shares on public securities markets and accepted the 

accompanying listing requirements that call for more transparent disclosure practices 

regarding their operations and performance, (ii) involving in knowledge- and technology-

intensive industries, including service industries where barriers to entry are relatively low 

and success depends upon continuous innovation; and (iii) the extent of ―globalization‖ 

or integration with the global economy, as measured by the level of exports as a 

percentage of total sales—typically ranging between 30% to 95%--and the pursuit and 

consummation of acquisition opportunities in foreign markets to expand the scope of 

operations beyond India.
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An analysis by Mani of the ―hottest start ups‖ in India identified by the National 

Entrepreneurship Network as of 2008 revealed the following characteristics of 

technology-based entrepreneurship activities in the country
18
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 40% of the companies were technology-based (i.e., information technology, Internet, 

software, telecommunications and mobile); 

 Most of the companies—63%--were based in the larger cities (Bangalore (25%), 

Mumbai (19%) and Delhi (19%); 

 78% of the companies had been in existence less than three years and the oldest 

companies had been formed in 2003; 

 Just under half of the founders were still in their 20s and more than half of the 

founders were ―first generation‖ entrepreneurs launching their first business; 

however, only 8% of the founders were women; 

 585 of the founders had either studied abroad or received their education in one of 

India’s ―Tier I‖ institutions; and 

 The number of employees ranged from five to 15. 

 

There has also been a significant increase in the number of Indian companies included 

among the Deloitte Technology Fast 500 Asia Pacific, a collection of the fastest growing 

technology companies in the Asia Pacific Region.  Indian representation grew from just 

12 firms in 2003 to 82 (engaged predominantly in information technology or software) in 

2007, the second highest among all countries represented on the list that year.
19

  By 2010, 

the number of Indian firms had dropped to 60, fourth among all countries represented 

behind China, Taiwan and Australia; however, India still outpaced traditional technology 

leaders such as Korea, Japan and Singapore.
20

 

 

Mali observed that the following factors appear to have been particularly important to the 

rapid rise of knowledge-based entrepreneurship in India over the last two decades: 

 

 The new market opportunities presented by a liberalizing economy, particularly the 

reduction of the discretionary role of the state in economic affairs (e.g., licensing and 

other regulatory requirements) and the corresponding lowering of barriers to entry 

and increase in the influence of ―market forces‖; 

 The availability of financial support schemes from both official and private sources, 

including bank loans and the establishment and expansion of a local venture capital 

market that grew at an annual rate of 90% over the last several years and will soon 

rival Europe in size
21
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 The existence of a large number of governmental programs and public-private 

partnership programs to encourage technology-based entrepreneurship, including 

programs to establish technology parks and incubators and programs to provide basic 

assistance to entrepreneurs on the basics of entrepreneurship and developing, 

protecting and commercializing new ideas and technologies
22

; and 

 The emergence of a number of private sector initiatives for supporting knowledge-

intensive entrepreneurship by complementing government programs and by reducing 

information asymmetries by ensuring that entrepreneurs can easily access vital 

information regarding technologies, projects, funding sources, available talent and the 

policy environment and incentive schemes
23

; and 

 The increased availability of technically trained manpower due to a phenomenal 

increase in the enrollment rate for engineering and technology education, at especially 

the tertiary level, in the country and the willingness of engineers and others who 

received their technical training overseas to return to India to participate in the 

formation of technical ventures that have provided the foundation for the launch of 

knowledge-intensive industries almost totally new to India.
24
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