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In the 1990s, there was an explosion of high-tech ventures started by Indians in Silicon Valley. In order to understand the reasons behind this phenomenon, Professors Subodh Bhat and Richard McCline began an investigation into the motivations and resources of these new entrepreneurs based initially on in-depth interviews with over two dozen entrepreneurs and followed by a web-based survey that resulted in about eighty usable responses. This is the first systematic examination of Indian entrepreneurial activity in the U.S.

Demystifying the Mind of the Indian High-tech Entrepreneur
EXECUTIVE SUMMARY

Professor Subodh Bhat (sbhat@sfsu.edu) and Richard McCline (drmccline@msn.com) of San Francisco State University investigated the motivations, support systems, networks, attitudes, and behaviors of Indian high-tech entrepreneurs in the U.S. 

The respondent sample was predominantly male, between 30 and 49 years of age, and had masters degrees.

Our respondent entrepreneurs were motivated primarily by the desire to create something new and the potential for making money and achieving personal objectives. Other major motivators were the propensity for action (“doing”), the excitement of entrepreneurship, the desire for autonomy, and having the technological edge or industry vision. 

They relied on friends, former co-workers and relatives for help in starting the business. They also highlighted the importance of fellow Indians (informal rather than formal networks) in the startup process. This was also demonstrated in the fact that about three-fourth of the co-founders of our respondents’ businesses were Indians. Surprisingly, university ties and formal professional networks, Indian or not, were rated least influential in the startup process. Whereas former co-workers, friends, and other Indians helped across a range of business functions, family help was mainly in the realm of finance. Only 18% received help from any government institution. 

Our respondents rated their success in business as quite high on various measures. Unfortunately, they also reported that their businesses were not generally quite profitable. They judged their success not only on the basis of typical business barometers like revenues and profits, but also on personal wealth, sense of achievement, and organization-building.

Our respondents attributed their success mainly to hard work and focus or drive. Other major factors were supportive relationships at work and with family and friends, technical knowledge and experience, command of English, education in the U.S., and access to finance. Contrary to expectations, the quality of education in India was not considered as important reasons for success.

Friends, former co-workers, and the general category of Indians played major roles in the success of the Indian entrepreneurs. Surprisingly, relatives and university mates were not considered very crucial for success. Business or professional organizations were rated least important.

I. Profile of the Indian High-tech Entrepreneur

A. Years in Operation

73% of respondents reported on their existing businesses while 27% reported on their businesses that are not currently operational.

Of currently operational businesses, about 70% were less than 6 years old with about half less than 4 years old.

	No of years in operation
	% of respondents
	Cumulative %

	
	
	

	1-2 years
	18
	18

	3-4 years
	32
	50

	5-6 years
	20
	70

	7-14 years
	18
	88

	More than 15 yrs
	12
	100


Of those businesses no longer operational, the length of time they were in operation before respondents sold or disposed them is detailed in the following table.  


	No of years in operation
	% of respondents
	Cumulative %
	Comparative Cumulative %

	
	
	
	

	2 years or less
	46
	46
	24

	3-4 years
	25
	71
	51

	5-6 years
	12
	83
	63

	More than 6 years
	17
	100
	


Please note that the percentages for these defunct business compares unfavorably with the percentages documented in previous studies, one reason for this discrepancy perhaps being the vastness of the dot com bust.

B. Size 

The median annual revenue of our sample’s businesses was $750,000.

	Annual Revenue ($ 000)
	% of respondents

	
	

	0
	17

	5 –   99
	20

	100 – 999
	22

	1000 - 9500
	21

	Over 10,000
	20


The median number of employees of our sample’s businesses was 15.

	No of employees
	% of respondents

	
	

	0
	12

	1 -  9
	30

	10 - 29
	24

	30 – 99
	22

	100 – 450
	12


C. Demographics

Males were 92.4% of the sample with females 7.6%. 

The median age of our respondents was 37 (mean = 40; mode = 35) with 47% of our respondents being in the 30-39 year range. 

 

	Age in years
	% of respondents

	
	

	26 – 29
	11

	30 – 39
	47

	40 – 49
	26

	Over 50
	16


20% of our sample had undergraduate degrees, 71% had masters degrees, and a further 8% had doctoral degrees.

 

India was the most widely cited country of birth (70% of our sample) with Pakistan contributing 9% and the U.S. 11%. 

Of those respondents disclosing the region in India from which they hail, the North (33%) and South (39%) were major contributors, with 22% hailing from the West and 6% from the East.

Of those respondents who came to the U.S., 57% entered as students, 25% came directly to work, and none through marriage.  

The median percentage of life spent in the U.S. was 45 (mean = 50; mode = 50).  

 

	% of life in U.S.
	% of respondents

	
	

	1 – 25
	19

	26 – 50
	47

	51 – 95
	23

	100
	11


The median number of years that our respondents were employed in the U.S. before starting their first business was 5 (mode = 5).

 

	Number of years 

employed in the U.S.
	% of respondents

	
	

	0
	6

	1 - 3
	23

	4 – 5
	22

	6 – 9
	20

	Over 10
	29


Those employed in the U.S. mentioned that the opportunity for advancement in corporations was quite good (mean 3.89; 5 = very high) suggesting that the so-called glass ceiling was not a big factor motivating the startups.

Parents or close relatives of 42% of our respondents owned their own businesses, implying that entrepreneurship in the family was an important entrepreneurial determinant of Indian high-tech entrepreneurship (as is the well-documented case with other entrepreneurs). 

D. Ethnic Identification

Our respondents claimed that there was little difference in their interactions with Indians and non-Indians (mean 3.28 close to the indifference point 3.00). 

They identified more with being Indian (mean 4.42) than with being American (mean 3.78) on a scale with 1 = not at all identify and 5 = very much identify.

Our respondents claimed that they were obliged to help fellow Indians (mean 3.51) more than those from their native region in India (mean 3.02).

They seemed to trust Indians marginally less than non-Indians (mean 2.19) with 1 = trust Indians less and 5 = trust Indians more. 

II. Motivation for starting business

The desire to create something new was the most important factor in motivating the decision to start a business with discrimination at previous job(s) being the least important. The importance of the different motivators is in the table below.

	Motivator
	Mean

	(5 = most important; 1 = least important)

	
	

	Desire to create something new
	4.53

	Achieve some personal objectives
	4.49

	Desire to accomplish, not just plan
	4.32

	Be excited about coming to work
	4.30

	Desire for autonomy
	4.16

	Do business consistent with values
	3.81

	Make more money
	3.77

	Ease of starting a business in U.S.
	3.34

	Previous job very bureaucratic
	3.18

	Use technical skills not otherwise used
	2.92

	Limited opportunity to advance at job(s)
	2.87

	Non-Indian role models or mentors
	2.67

	Indian role models or mentors
	2.54

	Low risk – easy to get a job
	2.35

	Low risk – family does not need income
	2.34

	Discrimination at previous job(s)
	2.05


In an open-ended response to a question about the 3 most important factors for starting the business, entrepreneurial rewards like autonomy, making money and taking advantage of a business opportunity were the most cited factors. The availability of resources and networks, and non-monetary factors were the least cited. The rest are in the table below.

	Motivator
	No of respondents

	
	

	Rewards of Entrepreneurship
	

	Autonomy
	39

	Making money/financial independence
	34

	Saw business opportunity/impact on industry
	32

	Desire to be entrepreneur/excitement of entrepreneurship
	15

	Desire to create something new/innovate
	10

	Build lasting organization
	7

	Grow a business from scratch
	6

	
	

	Personal Qualities
	

	Intellectual challenge/achieve potential
	13

	Drive
	11

	Others
	8

	
	

	Career
	

	Career growth/diversification/satisfaction
	8

	Lack of job satisfaction
	7

	Poor/unstable job market
	5

	
	

	Experience
	

	Had technology/industry vision
	12

	Utilize previous experience
	6

	
	

	Resources/networks
	

	Access to resources/capital
	4

	Talent of co-founders/relationship with team
	5

	Support of family and friends
	2

	
	

	Non-monetary factors
	

	Non-monetary success/personal satisfaction
	4

	Create value/jobs/wealth in society 
	2

	Help Indian companies/people
	4


III. Resources Used

A. Importance of different categories of people in helping start a business

Respondents were asked for the three people most responsible for providing resources or otherwise helping to start the business. Indian entrepreneurs relied most on their friends, followed by family and former co-workers.

	Category
	% of respondents

	
	

	Friends
	39

	Family
	18

	Former co-workers
	18

	Mentors/advisors
	10

	Investors
	8

	Attorneys
	3

	Clients
	3

	Vendors
	1


Asked to rate the importance of different categories of people in helping start the business, respondents rated friends and former co-workers as being most important followed by Indians in general. Professional organizations were rated least important.

	Category
	Mean

	(1 = least important, 5 = most important)

	
	

	Friends  
	3.54  

	Former co-workers        
	3.50

	Indians
	3.29  

	Financiers/VCs
	2.93

	Relatives
	2.77   

	University mates
	2.76

	Organizations
	

	Indian business/professional organizations
	2.45

	Non-Indian bus/professional organizations
	2.51


B. Co-founders

The mean number of co-founders in our sample was 2.5, with 2 being the median and 3 the mode. 

	No of co-founders
	% of respondents

	
	

	1 (Sole proprietor)
	25

	2
	24

	3
	30

	4 - 7
	21


74% of the co-founders in our respondents’ businesses were Indians and 62% had a high tech background. 

	Category of co-founders
	% of respondents

	
	

	Indians
	74

	High-tech industry
	62

	Friends
	52

	Former co-workers
	43

	Relatives
	27

	University mates
	26

	Financiers/VCs
	9


C. Importance of different categories of people in running or managing a business
Asked to rate the importance of different categories of people in managing or running the business, respondents rated those in the high tech industry as being most important followed by former co-workers and Indians. Social organizations were rated least important.

	Category
	Mean

	(1 = least important, 5 = most important)

	
	

	People in high tech industry     
	3.94

	Former co-workers        
	3.52

	Indians
	3.25

	Friends  
	2.92

	University mates
	2.71

	Financiers/VCs
	2.58

	Relatives
	2.25

	Organizations
	

	Indian business/professional organizations
	2.24

	Non-Indian bus/professional organizations
	2.11


D. Source of help in the different business functions

It was observed that for our sample of Indian entrepreneurs, other Indians, former co-workers and friends provided help across a range of business functions. Relatives were helpful mostly in the provision of finance whereas university mates were helpful in the technological and manpower functions.   

Viewed another way, assistance in terms of technology, manpower, marketing and management was given mainly by friends, former co-workers, and Indians. Finance was obtained from relatives, friends, and Indians. 

	
	Relatives
	Friends
	Indians
	Former co-workers
	University mates
	Financiers

	
	(% of respondents)

	
	
	
	
	
	
	

	Technology
	
	44
	43
	57
	25
	

	Manpower
	17
	40
	40
	38
	26
	

	Finance
	34
	29
	31
	21
	
	31

	Marketing
	
	27
	25
	25
	
	

	Access to markets
	
	26
	25
	35
	20
	

	Management
	17
	27
	35
	27
	16
	21

	Supplies 
	
	
	17
	17
	
	

	Production
	
	
	18
	16
	
	


Only 18% received help from various types of government institutions. 

53% received help from consultants and 47% did not.

E. Networking 

Number of contacts

The median number of people in our respondents’ Rolodex/address book/organizer was 500 and the mode 100.

	Number of contacts
	% of respondents

	
	

	100 or fewer
	24

	101 - 200
	16

	201 - 500
	20

	501 - 1000
	24


The median number of people who our respondents could call for help was 27 with the mode being 10.

	Number of potential helpers
	% of respondents

	
	

	2 - 10
	25

	15 - 25
	25

	30 - 50
	22

	80 – 100
	16

	More than 100
	12


Business or professional associations

The median number of business or professional association memberships was 3 and the mode 2.

 

The most useful associations or networks was TIE (The Indus Entrepreneurs) with 36% of the respondents reporting that organization. However, please note that surveys were sent to TIE members. 

Other networks mentioned included the Southern California Software Council, the Network of Indian Professionals, Silicon Valley Association of Startup Engineers,

Oracle Application Users Group, the Angels Forum, Midnight Forum, Organization of Pakistani Entrepreneurs, Silicon Valley Indian Professionals Association, Forum of Women Entrepreneurs, and Young Entrepreneurs Organization. University alumni groups such as those of Cornell, Wharton, Harvard, Caltech, and the Indian Institute of Technology, were also mentioned.

Respondents seemed to be fairly satisfied with the networking opportunities at these organizations with a mean rating of about 3.1 (1 = not at all satisfied and 5 = very satisfied).

Other entrepreneurs

The frequency of contact with other entrepreneurs is in the following table 
(1 = very infrequent: 5 = very frequent).

	
	Mean

	
	

	Entrepreneurs in India
	2.06

	Indian Entrepreneurs in the U.S.
	3.56

	Non-Indian Entrepreneurs in the U.S.
	3.55


Seminars and trade fairs

Our respondents attended an average of 6 seminars and trade fairs every year.

IV. Drivers of Success

A. Measures of Success

When rating their success in business, our respondents’ mean rating was 3.65, which is quite high. Please note that all success scales had 1 = not at all successful and 5 = very successful as the anchors. In a second question, respondents rated their business’s success relative to their competitors quite highly (mean 3.54). Relative to other people they knew, respondents rated their business’ success quite highly (mean 3.49). 

The median % annual growth in sales revenues of our respondents’ businesses in the past three years was 20%. These results may have to be interpreted in light of the recession in the technology industry around the time of this survey.

	% annual revenue growth
	% of respondents

	
	

	 Negative or 0
	28

	1 -  25
	29

	26 - 49
	17

	Over 50
	26


The median % annual growth in customers in the past three years was 20%.

	% annual customer growth
	% of respondents

	
	

	 Negative or 0
	29

	1 -  25
	28

	26 - 49
	10

	Over 50
	33


The median % annual growth in profits in the past three years was 0.

	% annual profits growth
	% of respondents

	
	

	 Negative or 0
	40

	1 -  10
	23

	11 - 25
	27

	Over 25
	10


Please note that all three respondents’ self-ratings of success were correlated with the percentage growth in profits and in customers but were not related to the percentage growth in revenues. Perhaps, respondents attributed revenue changes to circumstances beyond their control.

Additionally, respondents’ self-ratings of success and the percentage growth in business profits were correlated to business size as measured in revenue dollars. In other words, larger-sized businesses were reported to be more successful. 

B. Factors Used to Judge Success

When respondents were asked to list the 3 most important factors they used in judging their business’s success, their responses were tabulated as below. Business-related factors such as customer value creation, growth, revenues, and profits, were considered most important (48% of total responses) with monetary rewards, personal sense of achievement, and organization building the other most reported indicators of success. Social and community-related factors were not deemed important by most respondents.

	Business-related
	No of cites
	% of cites

	Size/Revenue/Share/Number of customers
	24
	

	Customer usefulness/impact/value creation
	18
	

	Growth
	13
	

	Profits




	12
	

	Business reputation
	7
	

	Survival
	6
	

	Product introduction
	4
	

	Customer satisfaction and retention
	4
	

	Cash flow



	3
	

	  SUB-TOTAL
	91
	48

	
	
	

	Personal monetary rewards
	
	

	Made money/exit through sale, IPO
	20
	

	Created value for stakeholders
	11
	

	  SUB-TOTAL
	31
	17

	
	
	

	Personal non-monetary rewards
	
	

	Achievement of goals, personal satisfaction/growth
	26
	14

	
	
	

	Organization building
	
	

	Employee satisfaction/retention
	11
	

	Building organization/team/culture
	9
	

	  SUB-TOTAL
	20
	11

	
	
	

	Others
	16
	10

	
	
	

	TOTAL
	184
	100


C. The Most Important Factors Responsible for Success

When our respondents listed the 3 most important factors that helped them succeed in business, our tabulation suggests that personal qualities like perseverance, focus, knowledge and experience, and support from networks, family and friends were the biggest attributions for success. Other factors mentioned were associated with the team or organization. Surprisingly, business factors such as access to resources or other sources of advantages were not mentioned as much as we expected.

	Factors
	No of cites
	% of cites

	
	
	

	Personal qualities
	
	

	Perseverance/hard work
	33
	

	Focus/drive
	16
	

	Technical knowledge/prior experience
	8
	

	Faith/belief
	4
	

	Strategic/analytical thinking
	3
	

	Risk-taking
	3
	

	People skills/empathy
	3
	

	Others
	12
	

	  SUB-TOTAL
	82
	45

	
	
	

	Supportive factors
	
	

	Networks/working relationships
	17
	

	Family and friends
	10
	

	  SUB-TOTAL
	27
	15

	
	
	

	Business factors
	
	

	Access to finance
	7
	

	Hiring right people
	4
	

	Others
	11
	

	  SUB-TOTAL
	22
	12

	
	
	

	Team/organization factors
	
	

	Great team/team work
	13
	

	Firm’s values/integrity
	7
	

	  SUB-TOTAL
	20
	11

	
	
	

	Luck/timing/market conditions
	10
	5

	
	
	

	Others
	22
	12

	
	
	

	TOTAL
	183
	100


D. How different categories of people helped in business success 
Asked to list the three people most influential in their business’s success, respondents rated friends as being most important, followed by family, employees, former co-workers and advisors.

	Category
	% of comments

	
	

	Friends


	34

	Family

	16

	Employees
	15

	Former co-workers

	14

	Mentors/advisors

	13

	Investors
	5

	Others
	3

	
	

	TOTAL

	100


Asked to rate the importance of different categories of people in the success of their business, respondents rated former co-workers as being most important followed by friends and Indians. Organizations were rated least important. Surprisingly, relatives and university mates were not considered very important.

	Category
	Mean

	
	

	Former co-workers        
	3.56

	Friends  
	3.48

	Indians
	3.32

	Financiers/VCs
	2.89

	University mates
	2.82

	Relatives
	2.60

	Organizations
	

	Indian business/professional organizations
	2.36

	Non-Indian bus/professional organizations
	2.26


When examining the different roles of various categories of people in the starting, managing, and success of our respondents’ businesses, former co-workers played a major role in all three phases, followed by Indians. Friends played a major role in the starting and the success of a business but not as big a role in managing it.  

	Category
	Starting
	Managing
	Success

	(Means: 1 = least important, 5 = most important)

	
	
	
	

	Relatives
	2.77
	2.25
	2.60

	Friends  
	3.54
	2.92
	3.48

	Indians
	3.29
	3.25
	3.32

	Former co-workers        
	3.50
	3.52
	3.56

	University mates
	2.76
	2.71
	2.82

	Financiers/VCs
	2.93
	2.58
	2.89

	Organizations
	
	
	

	Indian business/professional organizations
	2.45
	2.24
	2.36

	Non-Indian bus/professional organizations
	2.51
	2.11
	2.26


E. Drivers of success

The major factors reported by our respondents as drivers of their success were their work experience and technical knowledge, command of English, education in the U.S., and access to finance. Contrary to expectations, the ability to hire technical people from India and education in India were not considered as important reasons for success.

	Drivers of Success
	Mean

	(1 = not at all important, 5 = very important role)

	
	

	Work experience
	4.59  

	Command of English  
	4.43  

	Technical knowledge
	4.24  

	Education in U.S.
	3.97  

	Access to finance
	3.87  

	Having friends with ties to people who helped
	3.17  

	Education in India
	2.98  

	Success stories of Indian entrepreneurs
	2.54  

	Hiring technical people from India
	2.39  

	Assistance from various govt. agencies
	1.73  

	Access to Indian markets
	1.72  


Correlations were calculated between the various reported success measures (respondents’ self-ratings as well as growth in revenues, customers, and profits) and a number of demographic and behavioral indicators.

The success measures were related to business size (dollar revenues), that is, larger businesses were reportedly more successful.

It is surprising to note that none of the success measures was related to:

1. age,

2. number of years in operation

3. business ownership by parents or close relatives,

4. number of co-founders,

5. number of contacts,

6. extent of networking at associations 

7. extent of networking with other entrepreneurs,

8. number of seminars or trade fairs attended,

9. receipt of help from government agencies,

10. receipt of help from consultants,

11. identification with being Indian, 

12. identification with being American and

13. type or nature of motivation.

One explanation for the lack of a direct relationship between the various success measures and common demographic and behavioral indicators is that the businesses that responded were not homogenous. They covered a wide range of high-tech areas from computers to networking to telecommunications and in addition, included hardware, software, as well as services. The number of responses from each type of business was not sufficient for separate analyses.

