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ABSTRACT

Digital progress and the presence of many skilled youth in technology and in government programs like
Startup India and Digital India play a significant role in making India third largest in startups in the world.
The paper explains how advancements in fintech, edtech, healthtech, agritech, and SaaS have steadily
increased the number of Indian entrepreneurs over the past ten years. It highlights that many new startups
are happening in Tier Il and Tier Il cities, mainly because of accelerators, incubators, and stable
partnerships. Even though unicorns from India provide work to more than 1.2 million people, running a
business there is still difficult for many entrepreneurs, mainly because of limited capital, lack of
experienced IT workers, strict government rules, and scaling profitability. Analysis of case studies of
companies like Zomato, Boat, Paytm and Byju’s point certain key variable important in their success which
include effective leadership, appropriate timing, innovative approach, cost effectiveness, customer
orientation, and use of data analytics. Although many Indian startups are successful, many still struggle
due to lack of funds, crowded markets, strict rules, and difficulties in retaining skilled people (CB Insights,
2022). This study examines the path and openings for success, problems, and key success factors that
Indian startups experience. It aims to provide helpful insights for entrepreneurs, people who help the
ecosystem, and policymakers based on research findings.
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From 2016 onwards, the situation for startups in

INTRODUCTION

India has improved drastically. Startup India was
A startup is a new business created to solve a given special importance by the government when it

specific problem by offering a new product or began in January 2016. The plan included giving tax

service (Ries, 2011). Unlike companies in the past benefits, simplifying rules, supporting intellectual
property, and setting aside a 10,000 crore fund for
startups (DPIIT, 2023). As a result, India is ranked as
the third-largest in the startups eco-system, after the

United States and China (NASSCOM, 2023; PwC,

that grew slowly and steadily, startups focus on fast
growth, new ideas, and making remarkable changes
(Blank & Dorf, 2012). They often take high risks, but
the financial gains can also be high (OECD, 2020).

Startups are usually small, funded by venture capital,
and move aggressively to enter the market and scale
up. They differ from regular small businesses
because they grow faster and rely more on
technology (KPMG, 2021). Their main goal is to grow
quickly, use the latest technology, and eventually be
acquired by another company or go public through
an IPO (Giones & Miralles, 2015).

2023).

Entrepreneurship in India has grown due to
reasonably priced internet, enhanced payment
methods, and technology savvy youth (EY, 2022).
Further, Digital India campaign and Jan Dhan Yojana,
have given way to many tech-centered businesses
that have emerged in fintech, health tech, edtech,
and agritech (MelTY, 2021). Bain & Company (2023)
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reported that more than 100,000 companies were
active in India by March 2024. At least 110 of these
have achieved unicorn status, with private valuation
above S$1 billion. Startups venturing into different
locations is focusing on Tier-1l and Tier-Ill cities such
as Jaipur, Indore, Kochi, and Bhubaneswar (Startup
India, 2023). Entrepreneurial efforts in India now
receive support from the government and business
world at early stages, as reflected in the increase in
the number of incubators and accelerators (FICCI,
2022),

SIGNIFICANCE OF STARTUPS IN
INDIA

Startups are responsible for boosting economic
growth, help to create jobs and advancement of
technology (OECD, 2020; KPMG, 2021). Latest
reports by PwC (2023) reveal that startups have
contributed more than 1.2 million full-time positions
through employment and job creation in the past
five years, making a significant difference in a
country with significant unemployed youth. In
addition, startups allow India to provide innovative
solutions and compete with other countries by
handling issues abroad and at home (GEM, 2022).
For instance, BYJU'S helps more people access
education, and Paytm made it easier for people to
make payments. Companies like Practo made it
easier for people to access healthcare experts and
medicines. Promoting sustainable development is
mainly achieved by startups that focus on new ideas
in cleantech and agritech (EY, 2022). The UN
Sustainable Development Goals rely on these
achievements to help India reach its long-term
development goals (UNDP India, 2023).

DIGITAL SHIFT AND GROWTH IN
CUSTOMER BASE
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customer base due to low-cost phones and Aadhaar,
which helped them reach individuals wherever they
were (MelTY, 2021). The culture of innovation and
creativity along with youthful, tech-savvy population
have further stimulated the expansion of startups.
Entrepreneurs in cities such as Indore, laipur,
Bhubaneswar, and Coimbatore contribute for
significant number of the new startups today
(Startup India, 2023; Bain & Company, 2023). Both
government as well as  non-government
organisations have been instrumental in providing
startups with the necessary resources such as
funding and mentorship (FICCI, 2022).

RESEARCH QUESTIONS

e What are the most important reasons for
the flourishing of startups in India?

® What keeps Indian startups from becoming
more sustainable and scalable?

e What can be done to the ecosystem and
policies to help startups do better and
withstand challenges in India?

EVOLUTION AND GROWTH OF
STARTUPS IN INDIA

Digital shift has greatly helped India’s startup
growth. Reliance Jio’s entry into the telecom market
in 2016 decreased data prices and brought over 700
million new users online, which helped the digital
product market grow (EY, 2022). Startups grew their

The startup ecosystem in India has seen enormous
growth from 2010 to 2024. The industry moves from
early development to a well-established ecosystem.
The sector boomed after 2016, when the
government introduced Startup India initiative.
Under the program the government provided tax
benefits, minimised regulations, provided support
with intellectual property and financial support.
Startup companies could obtain money from a
corpus of 10,000 crores managed by SIDBI (DPIIT,
2023). India is now among the top nations for
startups, having more than 100,000 registered and
110 unicorns (Bain & Company, 2023; NASSCOM,
2023) in various fields. The pandemic steered
startups even in the field of education pairing
business idea with technology and encouraging
learning from home. EdTech companies like BYJU’S
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and Unacademy became increasingly popular (EY,
2022). The fast-growing digital payments in India can
be attributed to UPI, Paytm, Razorpay, and PhonePe
(MelTY, 2021). The health sector experienced
immense innovation in terms of making
consultations and diagnoses available at one’s home.
People could experience remote health services
thanks to the efforts of Practo, PharmEasy, and 1mg.
At the same time, companies such as DeHaat and
Ninjacart improved supply chains to better support
farmers (FICCI, 2022). Furthermore, Zoho and
Freshworks are examples of Indian companies
exporting their services in the global SaaS market
(KPMG, 2021). Cumulatively, 45 percent of newly
launched startups in those years belonged to
artificial intelligence, clean energy, blockchain, and
eco-friendly technology categories, as indicated by
NASSCOM in 2023.

ROLE OF GOVERNMENT AS A TOOL
FOR POSITIVE CHANGE

Entrepreneurship has grown tremendously in India
because of support from the government. With the
Startup India initiative, tax exemptions were
implemented for startups, support for intellectual
property was boosted, and online tools were
launched to support registration and adherence to
the rules (DPIIT, 2023). NITI Aayog’s Atal Innovation
Mission (AIM) added more support by setting up
thousands of Atal Tinkering Labs in schools and
various Atal Incubation Centers nationwide
(https://aim.gov.in/) in 2022. Policies at the state
level in Karnataka, Gujarat, Telangana, and

Maharashtra have been formed to work with and
distribute start-up support at a local level (Startup
India, 2023).

EMERGING OPPORTUNITIES FOR
STARTUPS IN INDIA

India has become a global startup hub because of its
large population, expanding economy, and support
for innovative ideas. These factors make the country
very appealing to new business owners.

ISSN: 2347-7660 (Print) | ISSN: 2454-1818 (Online)

Young and Ambitious Population: India has one of
the youngest populations in the world, with over 65
percent under the age of 35 years (KPMG, 2022).
Many young people are now choosing to start their
businesses instead of working for others. This has
substantially increased new and creative startups,
especially in cities like Bengaluru, Delhi, and
Mumbai (NASSCOM, 2023).

Huge and Diverse Market: With over 1.4 billion
people, India offers a massive customer base.
People in different parts of the country have
different needs, so startups can create a wide range
of products and services. From affordable
healthcare apps for rural areas to premium services
for cities, there is space for all ideas.

Fast Use of Technology: India is quickly growing in
new technologies like Artificial Intelligence (Al),
Blockchain, the Internet of Things (loT), and mobile
payments. More than 800 million people use the
internet, most accessing it through mobile phones
(MelTY, 2021). This digital growth helps startups
build tech-driven solutions for everyday problems,
like digital payments, online learning, or health
monitoring apps (NASSCOM, 2023).

Growing Investment and Support: Investors are
showing strong interest in Indian startups. In 2022
alone, startups raised over 530 billion from venture
capital firms, angel investors, and international
funds (IVCA, 2022). In addition, more startup
accelerators and incubators offer support, training,
and office space to help new companies succeed
(KPMG, 2022).

Global Reach: Many Indian startups are not just
focused on the local market; they are going global.
Tech startups, especially in software, education,
and finance, export their services to U.S., Europe,
and Southeast Asia customers. Thanks to a large
English-speaking and technology literate workforce,
Indian companies are now competing globally.

CHALLENGES FACED BY INDIAN
STARTUPS
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India has rapidly made significant progress in tech
startups with more than 90,000 in number; but
challenges like getting funds, finding skilled people,
managing rules, growing up and steady finances
persist.

Funding Gaps and Foreign Capital Dependence:
While India ranked fourth globally in startup
funding in 2021, funding activity fell by 33 percent
in 2022 amid global economic uncertainty (Bain &
Company, 2023). Seed-stage deals remained strong,
but follow-on funding dropped to only 18 percent of
startups successfully raised Series A after seed
rounds (IVCA, 2022). Moreover, over 75 percent of
late-stage financing in India comes from foreign
investors (KPMG, 2022), making the ecosystem
vulnerable to geopolitical tensions, currency
fluctuations, and international monetary policy

shifts.

Talent Acquisition and Attrition: Although India
produces more than 1.5 million engineers annually,
only 25 percent are employable in emerging
technologies like Al, block chain, and cybersecurity
(Aspiring Minds Report, 2021). A report by
NASSCOM (2023) found that 63 percent of startups
struggle to hire for mid-to-senior technical roles,
and attrition rates in the startup sector are as high
as 28 percent annually, almost double that of large
tech firms. The limited availability of experienced
leadership also restricts startups from scaling
efficiently.

Regulatory and Compliance Barriers: Startups face

complex tax structures, state-level regulatory
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overlaps, and slow approval cycles. India's 132nd
out of 190 positions in "Starting a Business" on the
World Bank’s Ease of Doing Business Index (2020)
highlights bureaucratic inertia. GST compliance,
labor law changes, and data localization policies
(MelTY, 2021) further add to operational friction.
Only 8 percent of startups reported receiving
benefits under India’s Startup India initiative,
suggesting gaps in policy delivery (Startup India,
2023).

Scaling Constraints and Execution Gaps: According
to a report by Boston Consulting Group (BCG, 2023),
50 percent of Indian startups fail to move beyond
pilot stages due to scalability challenges. Common
barriers include fragmented infrastructure, low
in Tier /Il cities,
only 27
percent of startups achieve nationwide distribution
within 5 years of inception (NASSCOM, 2023).
Product-market fit
healthtech and agri-tech, where user education and

digital penetration and

underdeveloped logistics. Moreover,

is tough in sectors like

cultural nuances play a significant role.

Burn Rate and Profitability Pressure: Over 80
percent of Indian unicorns are yet to achieve
profitability (Tracxn, 2022). High cash burn is
familiar, especially in sectors like edtech and e-
commerce, where customer acquisition costs are
steep. For instance, Byju’s and Zomato reported
losses exceeding 2,500 crore and 1,000 crore in
FY22 (Economic Times, 2023). A Bain & Company
(2023) study noted that less than 10 percent of
Indian startups tracked had positive unit economics
by Series C funding.

Table: Key Challenges Faced by Indian Startups

Challenge Description

Key Data/Source

Funding Gaps Difficulty

high  dependency
foreign investment.

raising capital
beyond the seed stage;

on

33 percent drop in funding in 2022; only 18
percent get Series A after seed (Bain &
Company, 2023; IVCA, 2022). 75 percent
late-stage funds from abroad (KPMG, 2022).
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in tech; high attrition.

Talent Acquisition | Shortage of experienced
professionals, especially

25 percent of engineers are employable in
new tech (Aspiring Minds, 2021); 63 percent
of startups cite hiring challenges; 28 percent
attrition (NASSCOM, 2023).

Regulatory
Hurdles

slow  approvals
compliance costs.

Complex and overlapping
state and national rules;

India ranked 132/190 in “Starting a
Business” (World Bank, 2020); only 8
percent of startups benefited from Startup
India (Startup India, 2023).

Scaling Issues

Difficulties in expanding
beyond initial markets

50 percent of startups fail to scale past the
pilot stage (BCG, 2023), and only 27 percent

Management
to profitability.

due to fragmented | achieve nationwide reach in 5 years
infrastructure and poor | (NASSCOM, 2023).
logistics.

Burn Rate High operational | 80 percent of unicorns are unprofitable

expenses and a slow path

Times, 2023); <10 percent profitable by

(Tracxn, 2022); Byju’s/Zomato losses
X2,500-1,000 crore in FY22 (Economic

Series C (Bain).

CASE STUDIES: SUCCESS STORIES
ABOUT INDIAN STARTUPS

According to Startup India, India now has the world’s
third-largest startup ecosystem as of 2023,
producing over 110 unicorns and helping to create
more than 950,000 jobs (Startup India, 2023). The
following cases explain how Indian startups went
from local endeavors to game changers worldwide,
dealing with resource problems, government
regulations, etc.

A. The company Eternal Limited started
Zomato in India in 2008 as a FoodTech
giant. Zomato was first known as
FoodieBay before Deepinder Goyal turned it
into a global food delivery company. Today,
Zomato operates in 16 countries and serves
more than 70 million people every month
(Zomato, 2023). In 2020, it bought Uber
Eats India, which helped Zomato grow its

market share to over 55 percent in India
(Economic Times, 2020).

In 2021, Zomato became one of India’s first
tech unicorns to go public, raising %9,375
crore through its IPO (SEBI, 2021). The IPO
was a huge success, getting almost 38 times
more bids than the number of shares
available, showing big interest from
investors (KPMG, 2022). In FY23, Zomato
earned 7,079 crore in revenue, a 68
percent increase from the previous year
(Zomato Annual Report 2023).

B. BYJU’S, an edtech company, began as a
small classroom coaching program but
launched its learning app in 2015. By 2022,
it had over 150 million users worldwide and
about 7.5 million paid subscribers (CB
Insights, 2022). The company grew quickly
by buying other businesses like WhiteHat
Jr., Aakash Institute, and Osmo, which
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helped it expand into coding, test
preparation, and international markets
(Tracxn, 2022).

In 2020, BYJU’S reached a value of $22
billion, making it India’s most valuable
startup (NASSCOM, 2022). During the
COVID-19 lockdown, online learning
demand increased sharply, and tools like
Zoom saw a 60 percent jump in daily users
(MelTY, 2021). Although there have been
some concerns about its management and
finances, BYJU’S still runs the country’s $10
billion edtech industry and aims to grow
globally (BCG, 2023).

C. Boat, found in 2016 in the consumer
electronics sector, without support from
the large investors. Aman Gupta and
Sameer Mehta started boAt, a brand known
for making affordable, stylish, and durable
audio products. Even though they didn’t
take much funding in the beginning, boAt
earned 3,000 crore in revenue by FY23
(boAt, 2023). The brand became popular
quickly because of its smart marketing
aimed at young people and cricket fans
(YourStory, 2021). By the end of 2022, boAt
held over 40 percent of the Indian ear wear
market, becoming the top brand in India
and second only to Apple worldwide (IDC,
2022). Its partnerships with IPL teams and
Bollywood stars helped it become a favorite
among Gen Z and millennials (RedSeer,
2022). In 2022, boAt filed for an IPO worth
2,000 crore, proving that even startups
without much early funding can grow
successfully in India and abroad (SEBI,
2022).

D. Founded in 2010, Paytm has become a
home-grown Fintech giant. Paytm started
as a mobile recharge app, but after
demonetization in 2016, it added many
digital wallet and payment services. By
2023, it had over 350 million users and 30
million merchants using its platform (RBI,
2023). Paytm now offers a wide range of
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financial services, including UPI, banking,
insurance, gold trading, and mutual funds
(Paytm, 2023). When it launched its IPO, it
raised 18,300 crore, but the stock price
dropped afterward because investors were
unsure about its profits (NSE, 2021;
Economic Times, 2022). Paytm handled a
record X13.2 trillion in UPI payments and
remains the top player in digital payments
(NPCI, 2023). It expanded its services
greatly after getting support from
government programs like Digital India and
UPI (MelTY, 2021)

KEY FACTORS FOR SUCCESS OF
INDIAN STARTUPS

Apart from money and a large population, there are
some key factors that help Indian startups grow, stay
strong, and match their products with what people
wanted. These factors are very important in India,
where most people use mobile phones first and are
careful about spending money.

Customer-Centric Innovation: Many successful
Indian startups solve real problems for people who
have fewer resources or are very price-conscious.
Companies like Ola, Meesho, and Udaan became
popular by offering easy-to-use and low-cost
services to middle- and lower-income groups
(NASSCOM, 2022). Meesho, for example, helped
small shop owners and homemakers sell products
online without any fees (Startup India, 2023). Today,
the best apps give a local feel, work in many
languages, and run smoothly even with slow internet
(MelTY, 2021).

Teams with Qualified Founders: The success of a
startup often depends on its leaders. Startups do
better when their founders understand the business
well, plan smartly, and can handle tough situations
(KPMG, 2022). For example, BYJU'S founder Byju
Raveendran and boAt’s founder Aman Gupta helped
their companies grow by combining their ideas with
technology and knowing what their customers really
needed (YourStory, 2021).
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Considering When to Introduce and Where the
Market Needs It: Companies like Paytm and Zomato
started at the right time, like during demonetization
or when there was growth in demand for online food
apps (RedSeer, 2022). These companies took
advantage of leveraging new usage patterns of
internet. This shows that launching a business at the
right moment, when the right tools like UPI and 4G
are available, helps it succeed (BCG, 2023).

Data-Driven and Tech-Enabled Success: Startups can
grow quickly by using technology in their products
and the way they run their business. Companies like
Razorpay and Zerodha use digital tools and data
analysis to attract more customers, offer
personalized services, and keep customers from
leaving (NASSCOM, 2022). What makes tech startups
different is that they use cloud services, artificial
intelligence (Al), and tools that help predict future
trends (MelTY, 2021).

Continuous Improvement through User Feedback:
To meet the needs of India’s diverse users, startups
must be flexible, get quick feedback, and keep
improving their products. Many successful Indian
startups use MVPs (Minimum Viable Products) and
grow step by step based on user feedback (Startup
India, 2023). For example, Swiggy started with food
delivery but later added groceries and super-fast
delivery to match with what customers wanted
(Tracxn, 2022).

STRATEGIC RECOMMENDATIONS

A multi-stakeholder approach is essential to build
India's more inclusive, resilient, and growth-oriented
startup ecosystem. The following actionable
strategies target policymakers, ecosystem enablers,
educational institutions, and entrepreneurs.

For Policymakers

Simplify Regulatory Compliance: Startups face
regulatory delays and paperwork, particularly in
licensing and taxation. Single-window clearance
systems and digital KYC norms can streamline early-
stage setup and improve business efficiency (Startup
India, 2023; KPMG, 2022).
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Expand Public-Backed Funding Support: Co-
investment  models—where the government
partners with private investors—can reduce funding
gaps beyond the seed stage. SIDBI’s Fund of Funds
and the Startup India Seed Fund Scheme are early
examples, but need broader reach (MelTY, 2021;
IVCA, 2022).

For Ecosystem Enablers

Strengthen Tier 11/11l Infrastructure: Most incubators
and accelerators are concentrated in metros.
Supporting local startup hubs in smaller cities will
unlock untapped talent and boost regional
innovation (NASSCOM, 2023).

Promote Diversity and Inclusion: Less than 20
percent of Indian startups are women-led (KPMG,
2022). Targeted mentorship, funding programs, and
rural innovation challenges can bridge gender and
geography gaps in entrepreneurship (Startup India,
2023).

For Educational Institutions

Make Entrepreneurship Education Mandatory:
Introducing structured courses in entrepreneurship,
design thinking, and business planning at the
undergraduate level can build a strong pipeline of
founders (NASSCOM, 2022).

Establish Campus Incubation Labs: Universities
should set up innovation labs with seed grants,
startup boot camps, and hackathons to foster hands-
on problem-solving experience (MelTY, 2021).

For Entrepreneurs

Master the Basics: Unit Economics & MVPs:
Startups should validate their business models early
using MVPs (Minimum Viable Products) and track
cost-to-revenue ratios to stay financially sustainable
(RedSeer, 2022).

Build Business Skills: Founders must learn the
essentials of budgeting, digital marketing, and
customer acquisition. A lack of these skills is a top
reason for startup failure (YourStory, 2021).
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CONCLUSION

India’s startup system is helping the economy grow,
especially in areas like digital services, mobile apps,
and places that need more support. Indian startups
in fields like finance (fintech), health, education, and
farming are creating useful solutions for people from
all kinds of backgrounds. These startups are also
creating jobs, attracting money from other
countries, and helping more people get access to
technology, making India a key place for innovation.

However, to move from being the third-
largest startup hub to becoming the top one, India
still needs to make improvements. This includes
making rules easier, giving more funding, promoting
fairness, and teaching students about
entrepreneurship. A strong startup environment can
only grow if the government, investors, schools, and
business leaders work together. If the right policies
are made, skills are developed, and support reaches
rural areas, Indian startups can lead digital progress
not just in India, but in many other developing
countries too.
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