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Abstract

India has emerged as one of the fastest-growing start-up ecosystems globally. The transformation from a
traditional business economy to a dynamic innovation-driven ecosystem has been largely supported by
proactive government policies. This paper analyzes the evolution of India’s start-up ecosystem and critically
examines the role of government initiatives such as Startup India, Atal Innovation Mission, Make in India, and
Digital India. The study highlights policy impacts on funding, regulatory reforms, innovation infrastructure,
and entrepreneurial culture. It also discusses challenges and provides recommendations to strengthen the
ecosystem further.
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1. Introduction

Start-ups play a crucial role in economic development by generating employment, fostering innovation, and
enhancing global competitiveness. In recent years, India has experienced rapid growth in technology-driven
enterprises across sectors such as fintech, edtech, health-tech, agritech, and e-commerce.

The growth of start-ups has been significantly supported by the Indian government through policy reforms,
financial incentives, incubation programs, and initiatives aimed at improving the ease of doing business. As a

result, India has emerged as one of the largest start-up ecosystems globally. Government-led initiatives have

© Author(s). This work is peer-reviewed, openly published, and permanently archived
This article is openly accessible and reusable with proper attribution.
https://ijsmt.org/ , Email: editor@ijsmt.org 1



https://ijsmt.org/
mailto:editor@ijsmt.org
https://doi.org/10.55041/ijsmt.v2i3.046

[urewn

“ # Volume 02 Issue 03 March-2026 | ISSN: 3108-1762 (Online) | Impact Factor: 3.8
¥ An International, Peer-Reviewed, Open Access Scholarly Journal Indexed in recognized academic databases

(43 International Journal of Science, Strategic Management and Technology A —

created an enabling environment for entrepreneurs, encouraging innovation and facilitating the development

of new ventures across the country.

Review of Literature

Several scholars have examined the growth of the start-up ecosystem in India and the role of government
policies in promoting entrepreneurship and innovation.

A study by Sehrawat and Kumar (2023) analyzed the development of India’s start-up ecosystem and
emphasized that supportive networks such as investors, incubators, mentors, and government agencies play
a crucial role in sustaining entrepreneurial growth. The study highlighted that the ecosystem provides
technical support, funding opportunities, and institutional guidance that enable new businesses to establish
and scale successfully.

Another study by Mohapatra, Samantaray, and Swain (2024) examined policy interventions in the Indian
start-up ecosystem and found that government initiatives significantly influence the development of
incubators, accelerators, and funding networks. Their findings suggest that start-up policies implemented by
both central and state governments have strengthened entrepreneurial support systems and contributed to
the rapid expansion of start-ups in India.

Vanara (2025) studied the impact of the Startup India initiative and concluded that government policy has
played a vital role in fostering innovation and entrepreneurship. The research emphasized that regulatory
simplification, financial incentives, and institutional support mechanisms introduced under the initiative have
improved access to funding and encouraged new business creation across various sectors.

Similarly, Thejaswini and Babu (2024) investigated the effect of government schemes on the start-up
ecosystem in India and noted that public policies have created a supportive environment for entrepreneurial
activities. The study highlighted that government initiatives have strengthened infrastructure, provided
financial assistance, and encouraged innovation-driven enterprises.

An analytical review of India’s start-up ecosystem by Varalakshmi (2025) revealed that the country has
become one of the largest start-up hubs globally, with more than 1.17 lakh recognized start-ups generating
significant employment opportunities. The study also emphasized the importance of policy frameworks and
institutional support in expanding start-up activities across different regions of India.

Although existing studies highlight the positive role of government policies in promoting entrepreneurship,
some researchers point out certain limitations such as unequal distribution of investment, limited access to
funding for early-stage start-ups, and the need for improved policy implementation. These studies collectively
indicate that while India’s start-up ecosystem has experienced remarkable growth, continuous policy

refinement and stronger institutional support are necessary for sustainable development.
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Concept of Start-up Ecosystem
A start-up ecosystem refers to the interconnected network of individuals, institutions, and resources that
support the creation and growth of new ventures. It typically includes entrepreneurs, investors, government
agencies, incubators, accelerators, universities, mentors, and markets working together to foster innovation
and entrepreneurship.
The major components of a strong start-up ecosystem include:

e Access to financial resources such as venture capital and angel funding

e Supportive regulatory and policy environment

e Innovation infrastructure including incubators and research institutions

e Availability of skilled human capital

e Market accessibility and business networks
A well-structured ecosystem requires coordinated support from government policies and institutions to

ensure sustainable growth and long-term innovation.

Evolution of India’s Start-up Ecosystem

The development of the Indian start-up ecosystem can be broadly categorized into three phases.

Phase I: Pre-2010 (Emerging Stage)

During the early phase, India’s start-up environment was relatively underdeveloped. Entrepreneurs faced
several challenges such as limited funding opportunities, regulatory barriers, and a low risk-taking culture.
Start-ups were primarily concentrated in metropolitan cities.

Phase II: 2010-2015 (Expansion Stage)

This phase witnessed significant growth due to increasing internet penetration and the emergence of
technology-driven businesses. Venture capital firms and angel investors began actively supporting start-ups.
The ecosystem expanded rapidly with the growth of sectors such as e-commerce, fintech, and digital services.
Phase III: Post-2016 (Policy-Driven Acceleration Stage)

After 2016, the Indian government introduced several structured initiatives to strengthen the start-up
ecosystem. Compliance procedures were simplified, funding opportunities increased, and innovation hubs
and incubators expanded across the country. This period marked a significant acceleration in start-up

formation and growth.

Role of Government Policies
Startup India Initiative
The Startup India initiative, launched in 2016, aims to build a strong ecosystem that nurtures innovation and

entrepreneurship.
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Key features include:

e Tax exemptions for eligible start-ups

e Self-certification for regulatory compliance

e Fund of Funds for Start-ups (FFS)

¢ Faster patent examination and intellectual property support
Impact:
The initiative has increased the number of recognized start-ups, improved investor confidence, and
encouraged entrepreneurship in Tier Il and Tier III cities.
Atal Innovation Mission (AIM)
The Atal Innovation Mission focuses on promoting innovation and entrepreneurial thinking among students
and young entrepreneurs.
Major contributions include:

e Establishment of Atal Tinkering Labs in schools

o Creation of Atal Incubation Centres

e Support for research-driven and technology-based start-ups
Impact:
The mission has strengthened the culture of innovation and inspired young individuals to pursue
entrepreneurial ventures.
Make in India
The Make in India initiative promotes manufacturing and domestic production in India.
Relevance to start-ups:

e Encouragement of manufacturing-based start-ups

e Sector-specific incentives and policy support

e Liberalization of foreign direct investment (FDI)
This initiative has opened new opportunities for start-ups in manufacturing and industrial innovation.
Digital India
The Digital India programme aims to transform India into a digitally empowered society and knowledge
economy.
Conclusion
India’s start-up ecosystem has undergone a remarkable transformation due to proactive government policies
and institutional support. Initiatives such as Startup India, Atal Innovation Mission, Make in India, and Digital
India have created a supportive environment for innovation-driven enterprises.
Although challenges remain, continued reforms, enhanced funding mechanisms, and inclusive development
strategies can further strengthen India’s entrepreneurial landscape. The government’s sustained involvement
will be essential in positioning India as a global leader in innovation and start-up development.
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