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Abstract - Since 1950s, the Indian economy has been striving and has been achieving her success in terms of a reasonable 
robust economic growth and development. But along with this there has also been rise in the population; which has been 
adding to the total supply of labour in the economy. This excess supply of labour has widened the gap between the have and 
have nots, thereby depriving a class of the population the fruits of the economic growth. The spillovers of this has been in 
terms of brain drain, unemployment, inefficient use of the existing human capital and other socio-economic problems which 
has incurred huge economic costs for the country. The 1990s economic crisis further worsened this problem, which 
compelled the government to follow the norms of IMF under its SAP, which later on took the shape of the so called 
economic reforms initiated by the government on 1991. The country got a new brand image across the globe as an emerging 
superpower especially because of the service sector, initiated by the growth of ITeS and the software industry of India. This 
was further supplemented by the, “Start-up India, Stand up India” on 15th August 2015 to promote Bank 
Financing for start-ups and offer incentives to boast entrepreneurship and job creation. All these measures were initiated 
towards creating an efficient, dynamic and innovative class of entrepreneurs. The paper has explored the different 
dimensions of start-ups at the micro level, its implications on the economy,the prospects and challenges of the start-ups in 
India at the national and the global level. 
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I. INTRODUCTION 
 
The business in India was originally conceived as a 
monopoly of the scholarly challenged individuals or 
the result of natural inheritance within business 
communities. However slowly and gradually the 
quest for risk and the acceptance of failures 
increased, thereby increasing the demand for more 
vibrant and innovative entrepreneurship in India. The 
economic reforms introduced in 1991 reduced the 
bureaucratic controls, promoted private enterprise, 
and lowered the barriers to creating new businesses. 
Coupled with the emergence of knowledge economy, 
the demand for skilled employees greatly increased 
and a trend emerged towards the technology 
entrepreneurship in the services sector gained 
momentum. In a knowledge-based society, 
innovation is the driving force of the economy on all 
levels and in all types of organisations. This was 
augmented by the government’s start-up program 
launched in 2015. 
 
Eric Ries, the creator of the Lean Startup movement, 
defines a startup as a newly formed company, the 
purpose of which is to develop new, usually 
innovative products or services in uncertain 
circumstances. In Indian Context, it may be described 
as an entity incorporated or registered in India not 
prior to 5 years with an annual turnover not 
exceeding Rs 25 core in any preceding financial year, 
working towards innovation, development, 

deployment, or commercialization of new products 
process or services driven by technology or 
intellectual property; Provided that such entity is not 
formed by splitting up or reconstruction of a business 
already in existence and further such an entity shall 
cease to be a start-up if its turnover for the previous 
financial year exceeds Rs 25 cores or it has 
completed 5 years from the date of incorporation 
/Registration. 
 
Start-up entrepreneurship is crucial because of 
innovations, new jobs and bringing competitive 
dynamics into the business environment. A feature of 
these companies is that they first test different 
possible business models in order to find the right 
one. But for this, they need a suitably developed 
support start-up ecosystem. 
 
II. JOURNEYS OF START-UPS IN INDIA 
 
Since achieving independence in 1947, India has 
experienced four major developments due to different 
politico-economic reasons.  During 1951–1965, the 
independent Indian economy saw rapid 
industrialization guided by the heavy investment to 
make the nation industrially self-sustained. The 
second phase (1965–1981) of the Indian economy 
was a period of incoherence between micro and 
macro-economic developments due to political and 
leadership instability in the country, followed by 
anaemic growth and extreme volatility, due to a 
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mismatch between expectation and result in the 
agricultural output, which led to uncertainty in 
demand and infrastructure support. In the third phase 
(1981–1991), the Indian economy succumbed to a 
fiscally induced debt crisis thereby necessitating 
financing from the International Monetary Fund. In 
the fourth phase (post 1991), the Indian economy saw 
a different market oriented approach in her national 
and international policies. The current phase is 
characterized by uncertainty in international 
competition and increased consumer choices due to 
globalization which has opened a plethora of 
opportunities in all sectors of the economy. This 
change however has also brought uncertainties in the 
complex linkages of socio-economic, technological, 
and financial sectors. The Start-up firms of India are 
exposed to operate under such uncertain 
environments amidst resource scarcity, abundant 
opportunities, and rivalry competitions. 
 
III. OBJECTIVES OF THE STUDY 
 
a) To study the trends and prospects of Start-ups in 
India. 
b) To analyse the challenges faced by the start-up 
Companies 
c) To study how far it its growth affecting the Young 
Entrepreneurs in India. 
 
IV. RESEARCH METHODOLOGY 
 
This study is mainly based on the secondary data. 
These data are collected from various websites, 
journals, and newspaper articles. The study is 
descriptive & conceptual in nature. 
 
V. TRENDS IN THE START-UPS 
 
India has always relied on the growth of service 
sector and the success of IT & ITES companies 
which have made a mark on the International 
markets, and is a great source of basis for new start-
ups like technology start-ups etc. Number of people 
using simple technology in India like internet enabled 
smart phones is among the highest across the world. 
This gives a humungous opportunity to new 
entrepreneurial minds across the diverse fields for 
start-ups. The start-up ecosystem of India has been 
changing day by day and this evolution has caught 
the fancy of the investors worldwide. Every now and 
then, a success story like ‘Postman’, Flipkart etc. 
finds its way to the first page of the business 
newspapers. As per the Nasscom Start-up Report, 
2014, India is the fastest growing and the 3rd largest 
base for startup ecosystem globally only after US & 
UK.  It is projected that by 2020, 11,500 start-ups are 
expected to emerge employing around 250,000 
people. Start up India Is a revolutionary scheme that 
has been started to help the people who wish to start 
their own business. These people have ideas & 

capabilities, so the Government will give them 
support to make sure they can implement their ideas 
and grow. Success of this scheme will eventually 
make India a better economy and a strong Nation. 
The overall ecosystem for start-up has been supported 
by the government with the supporting initiatives to 
make the story rolling. 
 
Some of the initiatives taken up by the government 
towards the start-ups are as follows: 
1. Pradhan Mantri Mudra (Micro units 

Development and Refinance Agency) Yojana. 
2. New Ministry of Skill Development and 

Entrepreneurship Created 
3. Start-up India; Stand up India to promote Bank 

Financing for Start-ups 
4. Make In India Campaign 
5. Start-up Exchange 
6. The SEBI announced a new set of listing norms 

for start-ups, including e-Commerce ventures, 
planning to raise funding from listing on stock 
exchanges. These new norms will provide 
relaxations in disclosure related requirements, 
takeover and Alternative Investment Fund 
regulations for IT, data analytics, and intellectual 
property, bio-technology or nano-technology 
companies. 

 
As per The EY G20 Entrepreneurship Barometer 
2013 report “The power of three: Together, 
governments, entrepreneurs and corporations can spur 
growth across the G20”, India ranks 11th among G20 
countries in Access to funding category. Standing 
11th in Entrepreneurship culture, 69 per cent of 
entrepreneurs had mentioned that Indian environment 
promotes culture for entrepreneurship, against 57 per 
cent among G20 countries. Tax and regulation for 
entrepreneurial activities in India is not conducive 
and the country stands at 19th position among G20 
countries. 
In terms of education and training for 
entrepreneurship, India ranked at the last, but 70 per 
cent of local entrepreneurs felt that the access to 
unofficial training networks have increased over the 
three year period. About 70 per cent of entrepreneurs 
have mentioned an improvement in coordinated 
support (through informal entrepreneurial networks) 
and the country ranks 5th in this category. 
According to World Bank’s report on Ease of doing 
business on the basis of 11 defined parameters, India 
has improved its ranking from 130 in 2015 to 90 in 
2016.  According to NASSCOM Start-up report 
2014, India is the fastest growing and the 3rd largest 
base for start-up ecosystem globally only after US & 
UK. 
The key highlights of the reports claimed that India is 
the home for around 3,100+ start-ups which is 3rd 
largest in the world. Around 800 plus start-ups are 
setting up annually in India every year and by 2020, a 
projected 11,500 start-ups are going to emerge 
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employing around 250,000 people. The report also 
states that over 20 Mergers and Acquisitions 
happened in the last 3 years’ worth 1 billion US 
dollars. 
 
This bullish trend of start-ups in India can be 
analysed from various aspects. One is the advantage 
of demographic dividend that India is enjoying right 

now and going to enjoy for next decade or so if 
managed properly. Also the macro-economic 
environment globally is on the correction mode 
which is going to reflect on India’s economic 
environment; after all it’s an interconnected world 
now. The entrepreneurial rating of the top start-up 
countries in terms of defined parameters can be 
understood from Table (1) 

 

 
Table 1 Entrepreneurial Rating of the Top Start-up Countries 

 
Table (1) shows that India has been well placed in terms of financial opportunities, government support, R & D 
aid, market dynamics and etc. This shows that India has been on the move to dominate the globe in terms of its 
start-up programs. Further Table (2) explains the economic profiles of the select start-up countries on the basis 
of their economic parameters such as GDP, corporate tax rate, the number of billionaires, interest rate, ease of 
doing business and corruption rate. These parameters greatly help in determining the funding part of the 
investors which is very much crucial for the development and the growth of the starups. In Table (2), it can be 
seen that though India has been better off in terms of her median age of 27, but in terms of internet and 
smartphone penetration, tax rates etc., the performance has not been satisfactory. 
 

Parameters India Indonesia US China UK Canada Germany Japan 

         
Population (World Share) %age 17.90 3.50 4.30 18.50 0.90 0.50 1.10 1.70 

0-24 (Years) % age 45.70 42.45 32.30 30.37 29.59 27.56 23.05 22.64 

Median Age(years) 27 28 38 37 40 41 46 47 

Population Growth Rate %age 1.18 1.12 0.73 0.43 0.61 0.94 -0.06 -0.22 

Urban Population %age 32.7 53.4 82.1 57.6 81.2 81.1 77.2 94.3 

Internet Penetration 36.5 51.4 88.6 52.3 89.8 93.3 88.9 91 

Smartphone Penetration 17 21 72 58 68 67 60 39 

GDP PPP (World Share)2016 7.32 2.54 15 17.9 2.34 1.41 3.34 4.14 

GDP PPP (World Share)2020 8.58 2.75 14.66 19.62 2.17 1.9 3.06 3.66 

Billionaires 3.4 1.1 30.2 9.2 2.8 1.9 5.1 1.6 

Interest Rate 6.25 4.75 0.75 4.35 0.25 0.5 0 -0.1 

Corporate Tax Rate(In %age) 34.6 25 38.9 25 20 26.5 29.72 32.26 

Least Corrupt Rate 76 88 16 83 10 9 10 18 

Ease of Doing Business Rank 130 91 8 78 7 22 17 34 

Source: IMF, GEMS, CIA & PEW Research 
Table 2 Economic Parameters 

 
Though there needs many improvements in the digital 
setup of our economy, India’s  position in terms of 
Global Innovation Index has improved from 81 to 66 

in 2016. The other start-up countries positions have 
also improved but marginally. 
 

FO GS EE R&D Aid CI MD P & S C & S Mean
USA 3.22 2.63 2.43 2.54 3.22 3.02 4.18 4.02 3.16
India 3.43 2.82 2.77 2.58 2.97 3.12 3.65 3.27 3.08

Indonesia 2.91 2.87 3.11 2.92 2.85 3.23 3.19 3.43 3.06
UK 3.25 2.68 2.76 2.53 3.04 2.94 3.59 3.26 3.01

China 2.93 2.95 2.35 2.47 2.63 3.45 4.16 2.98 2.99
Germany 2.91 2.75 2.07 2.38 3.53 2.87 3.81 2.53 2.86

Japan 2.54 2.61 2.03 2.7 2.12 3.18 4.08 2.35 2.70

Entrprenuerial Rating of Top Startup Countries (2016)

FO-Financial Opportunities, GS-Government Support, EE-Entrprenuerial Education, CI-Commercial Infrastructure, MD-Market Dynamics

P & S-Physical & Services Infrastructure, C & S - Cultural & Social Norms



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-5, May-2018 
http://iraj.in 

Start Ups – A Road Map for Entrepreneurship Amidst Challenges 
 

70 

5.1 Funding Of Start-ups 
In recent years, India has emerged as one of the top 
three countries globally in terms of the number of 
start-ups founded. The total venture investment in 
start-ups during the period 2005-15 is estimated at 
Rs. 1117 billion (using 2015 as the base year). 
Between the years 2005-15, more than 10,000 start-
ups have received funding. While many foreign start-
ups have also started operations in India, the presence 
of an Indian start-up meant that the Indian consumer 
need not have to wait till the foreign company started 
operations in India. 
Globally, Indian start-up landscape is very vibrant as 
seen by the number of companies founded. In some 
of the sectors, the number of companies founded in 
India is close to the number of companies founded 
globally. The average investment per round in a start-
up is higher globally, but the difference is not very 
large. A major concern however is about the low 
proportion of start-ups that get funded in India. For 
example, the percentage of global start-ups that 
successfully raised the capital in the grocery tech, 
healthcare and consumer healthcare, and smart home 
and home improvement were 41%, 52% and 36% per 
cent respectively. The corresponding percentages for 
Indian start-ups are 5%, 10% and 11%. These may be 
on account of a time lag in the setting up and funding 
between global and Indian start-ups. Further Between 
2010 and 2014, the infusion of VC and PE increased 
from US$ 13 mn to US$ 1,818 mn. Angel investment 
too has multiplied almost eight times from US$ 4.2 
mn to US$ 32.2 mn. As per the Economic Times (17th 
August, 2017), Paytm and Flipkart attracted the 
maximum start-up funds ($1.4 bn) followed by Ola 
($404 mn), ReNew Power Ventures ($200 mn) and 
etc. 
The funding of start-ups in India is broadly classified 
into Funding in early stage and secondly funding into 
growth stage. The former is funded by the relatives, 
friends and the venture capitalists and angel 
investors; the maximum amount being funded is less 
than US$20 million. The growth stage is funded by 
big corporates and other funding agencies in the 4th of 
5th years of the business operations of the start-ups. 
The trends in total investment over the years from 
2011 till July, 2017 has been shown in Table (3) 
 

 
Table 3: Total Investment in Start-ups 

Table 3 shows that the total investment in start-ups 
has been on the rise especially after the 
announcement by the government in November 2016. 
The further relaxations offered to promote start-ups 
also has been a positive factor in the increase in total 
investment. In terms of state wise funding Delhi 
topped the list followed by Bengaluru and Mumbai 
with an n investment of $1339mn, $1266mn and 
$1079 million.  Goa received only 1million (data is 
between January –December, 2016). 
 
VI. PROSPECTS/SIGNIFICANCE OF START-
UPS 
 
India is riding high on the start-up wave since the last 
few years In 2016, the start-up industry funding 
positively increased by 27% and there were more 
than 800 deals across different segments. Further, 
SEBI and the Indian government are collectively 
working to ease the norms for foreign investment in 
India; hence, the number of foreign investors will 
grow enabling the higher funding for the start-ups. 
India’s GDP growth is expected to be on average to 
7.3% in 2017. However, it is a small percentage of 
growth; it will help the start-ups to accelerate their 
growth. 
 
Fintech 
The financial technology sector has been expanding 
over the last decade or so. In India, our sheer 
population has propelled the growth of banking and 
financial services. The banking system will need 
radical technology to keep up with the new born 
demand. The most prominent trend will be Block 
chain, which results in common ledger, decentralised 
transparent transaction, low cost of operations and 
increased transaction speed. In 2017, a lot of 
traditional firms are partnering up with tech enabled 
firms to provide a gamut of solutions for their 
backend and consumer systems alike. The global 
fintech industry is expected to reach $45 billion by 
2020; Indian start-ups are not lagging behind as they 
are expected to reap the fruits of the growing global 
business. 
 
IoT, SoT & Networking 
According to a Cap Gemini report nearly $6 Trillion 
USD will be spent on IoT devices in the next 5 years. 
The big Digital India Push by the government has led 
to the rapid growth of technology enabled devices 
and systems across Industries. This however has 
given rise to threat of malware attacks. With more 
devices accessing the 3G/4G network in India, DDoS 
attacks will be a leverage point for attackers. Cyber 
security start-ups and innovations will be able to 
capitalize on this; they just need to remain ahead of 
the curve and immense network protection 
opportunities will be available going forward. Further 
on account of the push towards Smart Industries, with 
rising input costs, many factories will turn to 
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technology to reduce costs and be more production 
efficient. Thirdly IoT products with service built 
around them will continue to thrive, for example a 
bunch of sensors monitoring something are just 
sensors, but backed by a software and analysed data, 
it becomes a powerful tool for the user. Finally, big 
data and data collection will also continue to migrate 
to cloud 
 
Artificial Intelligence, Machine Learning and 
Chabot’s 
AI will continue to dominate the minds of Financial 
Services Companies, Insurance Companies who will 
keep on exploring options on how AI Technology 
will help make customers make transactions, engage 
transactional customers on social media. On the other 
hand cyber security companies and big data 
companies will continue to scout for Machine 
learning. 
Further, Companies need AI to learn from their 
consumers’ trends and patterns, build automation for 
better effectiveness, and help teams be more 
intelligent in their work. AI, which can be taught by 
human professionals and human specialists that can 
be taught by AI, is what the focus will be on. 
Chabot’s are AI & Machine Learning backed 
automated services that interact with and offer 
information to humans, especially consumers, 
through a chat interface. Thus there will be many 
platforms opening up to adapt to catboats. 
 
Healthcare 
The amalgamation of healthcare and technology has 
proved to be exceptional for the Indian start-ups. 
Riding high on $154.5 million funding in 2016, 
although, it is more than $100 million lesser than the 
funding received by health-tech companies in 2015; 
the market is poised to get back on track in 2017 due 
to the dismal state of healthcare facilities in India. 
Healthcare has a very long way to go in India, and 
very limited companies have been even able to 
scratch the surface. More government initiatives are 
desirable in this sector to boost start-ups. 
 
Education 
The education sector hasn’t kept itself untouched 
from the wave of digitalization. The education 
industry has moved away from the traditional 
methods of learning and is adopting the digitalized 
approach. According to a research, in 2017 the edu-
tech sector is expected to gain 12% more funds than 
in 2016. The global investors are viewing India as the 
next investment hub. 
 
A lot of entrepreneurs had experienced first-hand that 
business ideas and plans have to be thought through, 
while it is easy to raise the first round of angel 
funding, the future rounds were tougher, as 
entrepreneurs ideas were more scrutinised along with 
unit level economics, scalabilityand originality by 

investors.Mostof the start-ups were pushed towards 
the valley of death in 2016. In 2017, however 
theentrepreneurs, who survived, are expected to be 
back with more established execution skills, positive 
unit economics and an approach to run a more frugal 
organisation. With conglomerates like L&T 
downsizing on account of redundancies, technology 
and so on, start-ups are expected to make their 
process, business more efficient. The entrepreneurs, 
who have survived in 2016 without much money, and 
those who will survive in 2017 with a moderate to 
negative consumer approach, are very much likely to 
succeed in 2018. 
 
CHALLENGES AHEAD 
 
Challenges are everywhere. Start-ups are no 
exception in facing this myriad of challenges on a 
daily basis. Millions of start-ups are launching all 
over the world every year and it’s a common notion 
that only 10 – 20 % of the start-ups are tasting the 
success. There is a lot of work involved in starting up 
a new company, with most of it being done before the 
doors of the start-up business even opens. As an 
entrepreneur, it’s important to be aware of these 
challenges so you can be prepared and weather them 
as best as possible. Everything, from high risk 
funding to staffing and marketing, can affect a new 
business. 
1. Sustainability 
Building of Business from the existing start-ups is the 
need of the hour. The emphasis should be on getting 
more profits and re-channelizing them for an 
effective linear growth and the expansion of the start-
ups. The challenge will be to build right businesses 
than just doing the start-ups. 
2. Bootstrapping 
The key of success will be more bootstrapping for 
longer time. Raising funds are getting higher and so 
bootstrapping will be encouraged more. Start-ups are 
needed to plan for the bootstrapping very seriously; 
otherwise the failures are bound to come. 
3. Talent will be Costly 
The right talent is getting more costly as the value of 
knowledge has increased than degree. The emerging 
& cutting edge technologies are going to the focus in 
next few years and availability of resources is less. 
Therefore, because of supply and demand gap, the 
cost will be higher. The industry focus has been 
shifted to automation, intelligence and insights either 
it is manufacturing, travel or ecommerce. Not Degree 
will matter, but skills will be matter incoming 
time.Further, in many cases the cost of acquiring the 
customer (CAC) is actually higher than the lifetime 
value of that customer (LTV). 
4. Funding Not Easy 
The funding which had shown an increasing trend in 
the initial years of start-ups has shown a decline from 
2015 to 2016, 50% of the funding has been reduced 
already. Thus it is very much important that the start-
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ups have to work hard for innovating scalable ideas 
that are capital efficient. Further, with the high 
growth in number of start-ups in both tapped and 
untapped sectors, it is not going to be easy to stay in 
the competition if not have edge over innovation and 
defensive strategies to compete with. The competitive 
environment keeps the start-ups on edge and one 
needs to be laser focused as there is no margin of 
error for setbacks. To survive this cut-throat business 
environment, start-ups need to play strategically and 
punch above their weight to gain the needed 
recognition amongst the cluster of businesses and 
against industry giants. 
5. Innovation and Execution will be the 
Success 
No matter what you build or execute, innovation is 
going to be the key for the success of the product or 
start-ups. If the business or start-ups are being built 
just following the western trend or copy paste, it is 
not going to work at all. That time is over now and 
only innovation and the key of executing that 
innovation is going to matter a lot. 
6. Realistic Valuation 
The fund raising should be realistic based on the real 
valuations. The investors are not going to throw 
money as like in 2015 again. The investment will be 
based on unit economics and sales than just building 
the product or business. Be ready to face the 
significant reduction in the existing valuations and 
also the new valuations will be totally realistic only. 
The start-ups that will be built on copy pasting model, 
will not work at all. The re-inventing of wheel is 
going to make the disruption than copying the idea. 
7. Hiring 
One of the most important factors that define a 
winning culture within an organization is the synergy 
of the team.This is one of the biggest challenges start-
ups face. Finding the skill sets, cultural fit, and the 
right attitude in one package is for most times, almost 
impossible. Companies need to be very patient and 
maintain a good network in order to find the best fit. 
Thus the start-up initiative adopted by the 
government of India has been a mixed blessing over 
the last three years or more. Though the number of 
start-ups has increased over the years, but there have 

been failures as well. Though the object was to create 
the employment opportunities, but many start-ups 
succumbed to the financial and the competitive 
pressures in their 3rd and fourth year of operations. 
Lack of team spirits, innovativeness and adequate 
governmental supports are very much important for 
the success of the start-ups. Though the starups have 
contributed to 70% of the employment in US, the 
same cannot be expected in India as the institutional 
and infrastructural support differs a lot in India and 
US. We cannot copy, unless we create. We have 
Human resource, but have failed to tap adequately on 
time. 
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