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Abstract: The startup ecosystem in India has moved very quickly from nothingness to one of the
biggest in the world. Key drivers of this rapid growth are government support and policy, advances
in technology, and entrepreneurs willing to enter the marketplace. This research paper on current
trends and challenges in the startup ecosystem is based on data from government reports and
industry insights. The analysis has highlighted a longer-term trend of increased recognition for
startups, and job creation. Over the past few months there has been a shift toward more cautious
investment behaviour that has moved to a focus on sustainability. Additionally, while there are
some challenges to the startup ecosystem, there have been some positive developments as well
including the availability of public policy support, increasing numbers of women entrepreneurs,
and new and emerging technologies. As such, the research will provide the stakeholders in the
startup system, policymakers, and researchers with an up-to-date perspective on the ecosystem
that is supported by data.
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Introduction

The nation of India is rapidly becoming a hot bed
for startup companies throughout the world due
to the quick pace of digital transformation,
positive government incentives and guidelines,
as well as the increasing amount of investment
capital that exists in the market today. Startups
were given a make-over with the launch of Startup
India in 2016, which has led to an increase in the
number of entrepreneurs launching businesses
because they have been able to register their
businesses, receive assistance from government
regulators, and be given funding (Press
Information Bureau, 2026).

In addition to that, there is also a rapid growth of
the number of businesses in India, which in turn
has produced many job opportunities and
increasing economic growth for the country. Even
though there is such tremendous growth taking
place right now, there are several secondary
structural problems (such as fluctuations in
funding and regional disparities), and concerns
regarding long-term sustainability will always be
present in developing economies. According to
recent analytics, the startups will continue to shift
to a business model that focuses on growth,
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versus one that focuses solely on generating
profits (Inc42, 2026).

This report is designed to provide an in-depth
analysis of the Indian startup ecosystem and is
produced using only secondary data.

Study Objectives:

 To identify trends of expansion in the
recognition of startups, as well as the
creation of employment.

 To identify key challenges with respect
to funding and distribution by
geographic region.

 To identify possible initiatives arising
from policy and sector development.

 To provide guidance on how to develop
and sustain an ecosystem for enterprise
success.

Research Methodology

This report conducts research through utilization
of secondary data analysis which will include
using any relevant government publications,
official reports, or industry scope of analysis
providing a description of the findings (Press
Information Bureau, 2026).

Descriptive and analytical methodologies were
employed to investigate how start-ups have
evolved in terms of success factors (Job creation,
Funding from venture capitalists) as well as to
identify direction of developing an environment
conducive to continued growth of this industry
at an ecological scale.

This approach relies heavily on using only
secondary data therefore no primary dataset will
be used for validation of results obtained.

Literature Review

Because of their ability to foster innovation and
economic development, the startup ecosystem
is currently receiving a great deal of scrutiny. As
per existing literature, the startup ecosystem is

experiencing both rapid expansion and structural
hurdles at the same time.

According to Varalakshmi (2025), for startup
growth acceleration, policy assistance and job
generation are two critical elements. According
to Bhushan (2025), startups are a crucial
component of innovation and face significant
barriers such as regulatory complexity and talent
recruitment.

According to Suguna Valli & Heram (2025), the
global outlook for India is favourable in terms of
startup development, however, there are still
infrastructural and competitive obstacles to
contend with. According to Sehrawat and Kumar
(2023), the business network of the startup
ecosystem consists of many actors who operate
together in a collaborative framework, but there
is currently little empirical evidence to support
this model.

By Tiwari (2023), a large proportion of regional
startup development activity are concentrated in
metropolitan areas, which is problematic when it
comes to providing equal opportunities to all.
Vijaya & Kumar (2025) argue that the
technological integration of startups has
progressed; however, this progress has created
risks associated with the long-term sustainability
of the startup ecosystem.

While prior studies (International Journal of
Innovation Science, 2020) have documented key
drivers including digitalization and innovative
financing methods, there are still many emerging
trends such as artificial intelligence and
responsible funding that have yet to be
documented adequately.

Overall, while most research supports the fact
that the ecosystem continues to develop
extremely rapidly, there is disagreement about
whether the development is inclusive, sustainable
and balanced within the region. As such, an
updated empirical analysis is necessary, based
on new data.
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Analysis and Discussion

Year-wise DPIIT-Recognized Startups in India

Year Startups Recognized Cumulative Total 

2016 502 502 

2017 5,473 5,975 

2018 8,980 14,955 

2019 11,885 26,840 

2020 14,852 41,692 

2021 20,282 61,974 

2022 26,596 88,570 

2023 34,842 1,23,412 

2024 34,294 1,57,706 

2025 49,429 2,07,135* 

 Source: Press Information Bureau (2026).

Key Ecosystem Indicators (2026)

Indicator Value 

Total Recognized Startups 2,12,283 

Direct Jobs Generated 21.9 lakh 

Women-Led Startups 1,02,054 

 Source: Press Information Bureau (2026).

Startup Funding Trends

Period Trend  

2021 Peak funding  

2022 Moderate Correction 

2023 Decline Phase 

2024 Selective investment 

Q1 2026 $2.3B (-26% YoY) 

 Source: Inc42 (2026).
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Policy Support and Sustainability

There is a shift in the nature of investments in
the Indian startup ecosystem. While numbers of
startups are rising in recognition, funding is being
allocated more selectively, carefully and
cautiously. There is a greater emphasis on
evaluating growth potential, sustainability and
value creation. As funding becomes more
selective, policies that support startups can play
an important role in facilitating access to seed

funding, credit support and institutional
investments at an early stage.

In order for sustainability in the startup ecosystem
to be achieved, it is not merely the quantity of
new startups that gets generated each year, but
also that there are proper infrastructure and
support system that are in place to enable them
to survive and scale. Here is a table outlining
some of the key official metrics that highlight the
impact government initiatives have had in
building, inclusion and sustaining the
ecosystem.

Policy Support and Sustainability Indicators

Policy support indicator Latest official figure Why it matters 

DPIIT-recognized startups 
2,12,283 as on 31 January 
2026 

Shows the scale of ecosystem growth and 
formal recognition. 

Direct jobs generated 
21.9 lakh as on 31 December 
2025 

Indicates that startups are contributing to 
employment creation. 

Startups with at least one 
woman director/partner 

1,02,054 
Reflects increasing inclusion in startup 
participation. 

Fund of Funds for Startups 
(FFS) 

Around Rs. 25,859 crore 
invested in selected startups 

Shows the role of public capital in scaling 
startups. 

Women-led startups 
supported through FFS 

Around Rs. 2,995 crore 
Demonstrates targeted support for 
women-led ventures. 

Startup India Seed Fund 
Scheme (SISFS) 

Around Rs. 592 crore 
approved 

Supports proof of concept, prototype 
development, and early-stage viability. 

Women-led startups 
supported through SISFS 

Around Rs. 294 crore 
approved 

Strengthens inclusion and access to early-
stage finance. 

Credit Guarantee Scheme for 
Startups (CGSS) 

Guarantee cover expanded up 
to Rs. 20 crore per borrower 

Improves acc ess to collateral -free debt 
and supports sustainability. 

New Startup India FoF 2.0 
Rs. 10,000 crore corpus 
notified in 2026 

Signals continued policy commitment to 
deep-tech and early growth-stage startups. 

Q1 2026 startup funding 
$2.3 billion, down 26% year-
on-year 

Confirms the shift toward selective and 
cautious investment. 

 

23-28



Odisha Journal of Management & Technology Vol. II, Issue - I, Jan. - Jun. 2026, PP  | 27

The data highlights the positive impact that
policy support is having on the Indian startup
ecosystem. FFS, SISFS, and CGSS are seeing
positive outcomes in supporting startups at
various growth stages while also increasing the
inclusion of women-led startups and enabling
scale-up readiness.

Discussion

According to an analysis from 2026, the Indian
startup ecosystem has made a substantial leap
forward relative to previous years, having formed
over 200,000 startups that have created large
numbers of jobs (Press Information Bureau, 2026).
The growth rate of the startup ecosystem has
also been enabled through high levels of policy
support and greater levels of participation by
entrepreneurs.

However, another major characteristic about the
startup ecosystem is its continued regional
concentration; the majority of the startups are
located within the country’s largest cities, leaving
the majority of smaller cities with severely
restricted access to these growth opportunities.

The latest funding trends highlight the potential
of changing investor behaviour; while high levels
of capital inflow have characterised most of the
investment activity in the past few years, recent
statistics indicate a transitioning from aggressive
investments to more selective and cautious
investment decisions. Coupled with the
anticipated downturn in investment levels for the
first half of 2026, the shift in approach to capital
raising is expected to solidify as a return to more
sustainable and profit-oriented business models
(Inc42, 2026).

The startup ecosystem in India has come of age
in terms of awareness, scale of employment
generation and policy support, but the funding
trends point towards a more calibrated approach
with sustainability being the new growth mantra.
In this context, government-backed support
systems are critical to help bridge the gap
between seed-stage funding and the delicate art

of entrepreneurship and making it possible for
startups to survive and scale.

The ecosystem has shown positive
developments in terms of diversity as 72% of rated
startups have at least one woman director or
partner. However, there is still a long way to go in
terms of geo-split and unequal distribution of
resources and support. The future of the startup
ecosystem is not just the increase in numbers, it
also needs strong, sustainable and reliable
institutions, better geo distribution and more
sustainable finance models.

Research Gaps

• Even though the majority of resources
surrounding startup development and perfor-
mance in tier 2 and tier 3 cities are still limited,
there is definitely an increase of emerging startup
ecosystems in those smaller cities that have the
potential to become viable economic centers. The
issues and contributions of those cities are yet to
be fully documented in current literature.
• There is also a limited amount of research
that evaluates the inclusiveness of the startup
ecosystem and specifically addresses the need
for improved access to venture capital and other
types of funding for underrepresented groups
such as women entrepreneurs and those living
and/or starting their businesses outside of large
metropolitan areas. In addition, there is little re-
search that examines the availability and effec-
tiveness of alternative sources of funding.
• There are not enough studies that ad-
dress long-term sustainability. The vast majority
of studies about startups focus on growth and
funding; very few studies address the survival
rates, viability, and long-term sustainability of
startups once they get off the ground.
• In order to develop comprehensive
models of the startup ecosystem, it is necessary
to provide empirical evidence for the validity of
the existing conceptual models. Most studies in
this area consist of conceptual frameworks and
thus require additional data-based research to
empirically validate their models across the
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multiple segments and regions of India.
Study Implications

Practical Implications

This research will assist policymakers in executing
more equitable and balanced startup policy. The
study identifies the importance of supporting
entrepreneurs in non-metropolitan areas while
also helping to ensure equitable access to both
resources and funding.

The information in the study will allow
entrepreneurs and businesses to better
understand how their funding landscape is
changing, as well as how to adjust their strategies
based on the increased focus on profitability and
sustainability.

The data from the study can also be useful for
investors, as it outlines some of the current trends
in funding behaviour, thus making it much easier
for them to gain clarity on the current and
changing investment environment, which is
increasingly more cautious.

Theoretical Implications

This research significantly contributes to that of
start-up ecosystems by giving up-to-date insight
based upon recent empirical data (i.e., facts
collected in a systematic way). It also serves to
fill what has been a lack of academic bridge
between theory and data (i.e., the concepts we
use to understand the ecosystem, versus reality)
therefore enhancing academic discussions on
these ecosystems.

Conclusion

Indian startup ecosystem has transformed into a
robust source of innovation, job creation and
growth for the Indian economy. Backed by an
array of policies and digital transformations,
participation of entrepreneurs has increased
exponentially across the country. Number of
recognized startups is growing exponentially, so
is the number of jobs created by these startups.
While men-dominated startups have continued
to be the most prominent, there is an encouraging

rise in the number of women-led startups as well.
Funding ecosystem though has evolved from a
phase of hyper-growth to one that is highly
selective and cautious, with greater emphasis on
sustainability. Government interventions such as
seed funding, credit guarantee and fund-of-funds
have enabled ecosystem to strengthen and
enhance viability of startups at their early stages.
Despite these achievements, startup ecosystem
faces issues of geographical concentration,
unequal access to funding and long-term
sustainability amongst others. Therefore, the
growth of Indian startup ecosystem will largely
depend on policies that are inclusive in nature,
institutional strength and balanced growth across
the geographies.
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