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Abstract 
Our India, one of the largest countries where its population is increasing 
continuously. In 2017, 66.23 percent of the total population of our country is 
youth which shows that our country is a young country.  The youth of the nation 
are trustees of prosperity. A Huge reservoir of youthful energy which needs to be 
tapped and harnessed intelligently for the development of society. In the progress 
of an economy economically and industrially entrepreneurs are the catalysts of an 
economy. The countries like the United States of America, Japan etc., are developed 
because they have countless examples of successful entrepreneurial ventures. From 
this, it is very clear that entrepreneurial development role in emerging of powerful 
economies in the world. While on the other side, some countries like Mynamar, 
Nepal are remained backward due to poor entrepreneurial development. To put the 
youth on the track of economic progress, transforming youth from job seekers to job 
makers through nurturing entrepreneurship skills and sound financial literacy. So 
this paper focuses on the two factors inter-related to the economic development of 
India, i.e. financial literacy and entrepreneurship which goes hand in hand. In this 
context, this paper stresses the role of financial literacy in entrepreneurship and the 
impact of entrepreneurship on economic growth.
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Introduction 
 For entrepreneurship culture, our country provides a successful 
platform. India grabbed the fifth position in the world on the basis 
of a large number of startups as entrepreneurs play as a catalyst for 
transformation. Through their micro ventures, they help in accelerating 
the growth process by influencing macroeconomic variables. The 
capability of entrepreneurs penetrating as a ray of transformation 
which is essential for an emerging country like India. Today so-called 
powerful economies like the US, Japan etc. are developed due to the 
countless examples of successful entrepreneurial ventures. While on 
the other hand it was observed that the absence of entrepreneurial 
culture in countries like Nepal, Bangladesh etc. remains backward 
economies. Coming to our economy, we can observe the same 
impact of entrepreneurs in the growth of states like Punjab, Gujarat. 
From this, it was strongly proven that there is a need of initiatives 
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should be taken by our country to promote entrepreneurship spirit. Exclusively to inspire youth 
government has to launch entrepreneurship-related programs and camps to develop the spirit of 
entrepreneurship. Every college should set up separate hubs for creativity and innovation. To 
implement innovative ideas and develop successful entrepreneurship culture, financial literacy is 
one of the most important concepts. To run a business at a full-fledged level one should have 
financial literacy skills.

Objectives of the Study
• To contemplate the present scenario of entrepreneurship in India.
• To review the concept of Financial Literacy.
• To summarize the requisite and imperative of Financial literacy for entrepreneurs.
• To understand financial tools essential to getting success in entrepreneurship.
• To present how entrepreneurs drive economic development.

Research Methodology 
 The study mainly is an explanatory method. The research done is based on secondary data 
collected from different research journals, articles, and websites to understand the vitality of financial 
literacy skills for the success of empowering entrepreneurship. This paper primarily focuses on the 
importance of financial literacy in the association of entrepreneurship in the economic development 
of India.

A Scenario of Entrepreneurship in India
 Entrepreneurship is a business activity which is undertaken by a person or group of persons. It 
can be defined as the making of a new blend of existing and innovative materials and forces; he 
or she is called as an entrepreneur forever, only when one is doing in an innovative way. So it is 
involved with a lot of patience, industriousness and persistent effort. To get ideas fruitful, stories 
of successful entrepreneurs inspire the youth. The scenario of entrepreneurship in India seems to 
be better than ever as government and international organizations alike are investing in innovative 
ideas. Providing monetary and infrastructure support to incubators is given a good uplift to the 
system. Start-ups are also making optimum utilization of the facilities available which is showing 
a sign of good times.
 India is one of the top five countries in the world where a number of startups founded. The 
entrepreneurial ecosystem in India is accelerated with the introduction of GST and Make In India 
initiatives. Indian Start-ups are moving ahead and is expected to increase in the upcoming years.
 A phenomenal progress of technology witnessed in Indian start-up ecosystem in the previous 
10 years. This period was marked as the baseline of several thousands of start-ups, the rise of 
leaders with a total current market turnover of US$32 billion and the emergence of entrepreneurs 
in the fields of Robotics, Analytics, Technology in finance, health etc.  India is expected to cross 
with a 7% growth from 2017 as entrepreneurs pivot their business models and explore untapped 
opportunities. 
 Indian ecosystem continues to remain attractive for investors with almost US$ 6.4 Bn of funding 
in the first half of 2017 demonstrating 167% growth over H1 2016. The entrepreneurial ecosystem 
also an evidence an accumulating of a vital base of companies building solutions for India at grass 
root level problems across different fields like Healthcare, Education, Financial inclusion, Clean 
Energy and Agriculture.
 The report has touched upon every aspect of the start-up and can be used as a solid reference 
guide in framing actionable directives for the ecosystem.
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 (https://www.nasscom.in/knowledge-center/publications/indian-start-ecosystem-–-traversing-
maturity-cycle-edition-2017)
 Annual reports of MSME 2015-16 revealed that there are about 14.85k micro enterprises, 76k 
small and 3k medium enterprises. MSMEs are facing new challenges in the increased globalization 
of the Indian economy. The Government of India has identified the importance of changed 
environment of entrepreneurship and is currently concentrating on providing support to MSMEs in 
the sectors of finance, marketing, technology, and infrastructure.
 The government is also striving at its level best to impart greater vivacity and growth impulsion 
to the MSMEs in the country in terms of production, employment, and exports and inculcating a 
competitive culture based on sophisticated technology awareness. Recent initiatives like Start-up 
India, Mudra Yojana, etc, provided by the present government are expected to provide a boost to 
the growth of MSMEs.(https://msme.gov.in/relatedlinks/annual-report-ministry-micro-small-and-
medium-enterprises)
  

Financial Literacy
 The Organisation for Economic Co-operation and Development (OECD) and the International 
Network on Financial Education (INFE) define financial literacy as:
 “A combination of awareness, knowledge, skill, attitude, and behavior necessary to make sound 
financial decisions and ultimately achieve individual financial wellbeing” Recent developments 
have made people feel more financially anxious as they have always had the responsibility of 
managing their personal and business finances. For example, investment avenues in the form of 
complex financial instruments for investing and saving have made financial markets increasingly 
sophisticated. Moreover, recent policies are shifted from returns to social security perspective. In 
this context, the risk for financial decisions and responsibility shifted from the government and 
employers to the individual person. A form of assurance of financial well-being is determined by 
the increase in life expectancy and appropriate financial education.
  (Measuring Financial Literacy: Questionnaire and ... - OECD.org)

Need for Financial Literacy for Entrepreneurs 
 An entrepreneur has to face challenges of complex decisions throughout their business life. 
So it is believed that entrepreneurs adapt themselves with financial literacy skills to a refined 
understanding of financial services available through different channels.
 Some of the following reasons to emphasize the requirement of ‘financial education needs’ for 
entrepreneurs:
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• To differentiate personal finance from business finance
• To understand the available financial services in the market and its risk and cost
• To estimate the future picture of the business
• To train different skills to face the risks exposed to business
• To improve decision-making skills 
• To increase the efficiency of business through understanding financial skills
• To operate financial management activities

Financial Tools – Financial Literacy
 Financial tools can be understood only when entrepreneurs are financially literate. By 
understanding the important five elements of finance an entrepreneur can succeed which can be 
achieved only through financial literacy.

Cash Management
 Cash management involves three main breakdowns through which cash inflows and outflows 
occur in the form of operating activities, investing and financing activities.
 Operating activities include your day-to-day operations. The operating statement shows the 
source of cash flows. The magnitude of profit and cash flow results in better business health in 
long run. Investing activities include purchasing and selling of assets related to business activities. 
Financing activities like fundraising and utilizing resources at a lower cost of capital.

Budgeting Basics
 Budgeting is the most effective tool to control the cash flow of business, able to take investment 
decisions at the appropriate time. A budget is a tool to:
• control transactions related to finance
• assess the maintenance of sufficient working capital to run operations smoothly
• increase the quality of decision making in investments
• enhance the knowledge on finance and improves financial capability

Banking and Financial Services
 To understand the available services in the banking sector and financial markets, financial 
literacy is a tool to fulfill that concept. Those who have financial literacy skills, they can only 
assess the risk involved and expected the return from banking and financial services available in 
the market.

The Impact of Interest 
 An entrepreneur should have knowledge of the concept of interest. He/she should know 
the calculation of different types of interest which makes a large difference in fundraising and 
repayment with interest much more in forthcoming years. So this concept makes one to realize the 
inflow and outflow of cash and funds in the business which is very important in the enterprise.

The Credit-Debt Analysis
 Financial literacy makes the entrepreneur understand the importance of credit. As credit is like 
a double-edged tool which should be utilized and managed correctly. Making fast decisions in 
the early days can end up costing ones throughout adulthood. So it is very important to analyze 
the concepts and tools behind responsible credit practices. It helps to build image and goodwill of 
business which in turn increase the debt capability to get credit.
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Economic Development
 Economic development is a multivariate concept, we can’t give a single suitable definition to it. 
It is a process of transforming national economies from the low-income level to modern industrial 
economies. This process involves different factors like qualitative, quantitative, political, social 
concepts. In general, economic development definitions as shifting from lower to a high level. 
Charles P. Kindleberger and Bruce Herrick (1958) point out: “Economic development is  generally 
defined to include improvements in material welfare especially for persons with the lowest incomes, 
the eradication of mass poverty with its correlates of illiteracy, disease and early death, changes 
in the composition of inputs and output that generally include shifts in the underlying structure of 
production away from agricultural towards industrial activities, the organization of the economy 
in such a way that productive employment is general among working age population rather than 
the situation of a privileged minority, and the correspondingly greater participation of broad based 
groups in making decision about the direction, economic and otherwise, in which they should move 
their welfare.”

Entrepreneurs Drive Economic Development
 Entrepreneurship contributes towards the economic development of a country in several 
dimensions. It is a catalyst for innovation, product development and the large source of employment 
creation. The entrepreneurship drives the economy in progressive way more globally which made 
government at both Centre and State level have been taking initial steps to impulse entrepreneurial 
culture as they realized the merits of entrepreneurship towards the economic growth of the country. 

An Idea is an Investment of New Product 
 In historical perspective, entrepreneurs are those who create new products to unmet needs and 
demand in the market who acts as a bridge between products or services which are not available 
in the market. But at present economists identified entrepreneurs as a chance takers due to lack of 
employment opportunities. So entrepreneurs create job opportunities which is one of the important 
factors of economic growth in a particular region.
 SME Capital Market has peaked at Rs. 15000 Crores of market capitalization. Indian SME 
capital market has turned as the fastest growing globally in the terms of a number of companies 
and their returns which is a contribution to GDP of an economy. The graph below depicts growth 
in investment

Source: Pantomath Research
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Source of Employment 
 For new startups, the requirement of human resource become a big source of employment 
opportunities. In turn, it results in improving the standard living of people leads to an economic 
growth of the economy.
 As per the National Sample Survey (NSS) 73rd round conducted during the period 2015-16, 
MSME sector has been creating 11.10 crore jobs (360.41 lakh in Manufacturing, 387.18 lakh in 
Trade and 362.82 lakh in Other Services and 0.07 lakh in Non-captive Electricity Generation and 
Transmission) in the rural and the urban areas across the country. The table below shows the 
distribution of MSMEs activity wise. (https://msme.gov.in/sites/default/files/MSME-AR-2017-18-
Eng.pdf)

Table Estimated Employment in MSME Sector (Broad Activity Category Wise)

BroadActivity Category
Employment

Share (%)
Rural Urban Total

Manufacturing 186.56 173.86 360.41 32
Trade 160.64 226.54 387.18 35
Other Services 150.53 211.69 362.22 33
Electricity 0.06 0.02 0.07 0

Total 497.78 612.10 1109.89 100
Source: MSME-AR-2017-18

Commerce and Regional Economic Integration.
 Developed technology uplifted small entrepreneurs from local markets to global markets which 
results in accelerating earning of the economy through exports and imports. The Balance of payments 
strengthens the revenue of an economy and leads to overall progress of the economy.  Global-wide 
trade brings harmonious relations among different economies in promoting investments in regional 
transportation and infrastructure facilities. The global market made economies as a village lives 
in an increasingly interconnected global economy. Even for developed economies like  Japan, the 
United States, foreign trade plays a crucial role.

*Data up to September 17, 2016, Source: MSME Annual Report 2015-16, Ministry of MSME, 
GOI.

Innovation Impacts Economic Growth
 A global-wide accepted statement- Innovative and creative ideas are the vital criterion of 
developing new products which in turn creates high-tech jobs and become a share in pooling available 
human resources for employers. So it redefined as innovation by subsuming the development of 
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new product or service, business models, consultancies, etc. in the market. For better understanding 
of  innovation which contributes to economic development, some of the examples are presented 
below.
1. Let’s Barter India -Let’s Barter India seems to re-introduce the age-old barter system, 

which existed long before money came into being. It is one idea of recycling of something 
no longer need to another item that’s rather useful.

2. Wow! Momo - a Kolkata based startup now is one of the fastest growing fast-food chains in 
India where we find delicious momos in incredible varieties. 

3. Inspirock - If you suck at planning your vacations, trust Inspirock to plan it for you in the 
most awesome way possible.

4. Batman Delivers - Hands down one of the coolest start-ups that save the day for people like 
us who refuse to sleep in the night! To meet midnight necessities like from food to medicines 
and condoms, this delivery extends its services. 

5. Cleartax – Without a help of CA or professionals, one can do filing income tax returns as 
Cleartax seeks to simplify it all for you.

 When the same entrepreneurial activity is unevenly spread demographically, geographically, 
and socio-economically, the total eco-system of entrepreneurial culture hinders the economic 
growth.  Under the right conditions, entrepreneurs have an incredible power: they help regional 
areas prosper economically, and they also serve society as they help engineer innovative solutions 
to problems and challenges.

Conclusion
 As this paper reflects the association between entrepreneurship development and financial 
literacy is requisite to accomplish in economic development.  The conclusion of this paper is that 
the success of entrepreneurs lies in financial literacy skills and drives the economic development An 
economy efficiency depends on two key aspects- financial literacy and financial stability. Financial 
literacy ensures economic security of families through enhancement of individuals’ ability to 
manage personal and business finance. So financial literacy affects at micro-level of growth of the 
economy while entrepreneurship affects at its macro-level.
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