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Abstract: 

Sustainable entrepreneurship holds great potential and is increasingly becoming a major tool to create a positive sustainable 
change through sustainability-oriented innovation .However, sustainability-oriented start-ups face numerous unique challenges 
not only related to the emergence of a new venture, but also sustainability-related difficulties that create the need for additional 
support for such ventures. Start-up accelerators are considered to be among the most important support structures for new, 
innovative ventures, including sustainability oriented start-ups. The present study investigates the impact of start-ups in Indian 
Economy by reviewing various studies conducted in this area. The study is purely based on secondary data. The purpose of this 
article is to put some light on establishing a start-up and managing the start-ups and the initiatives taken by government of India 
with the help of some of the start- up studies in India. 
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I. INTRODUCTION 

 
On 15th August 2015, PM NarenderModi announced this 
initiative at the Red Fort as Start-up India and on 16th Jan 
2016 it was officially flagged by Finance minister ArunJaitley. 
The main aim of the Government is to provide maximum help 
and support for the new emerging businesses and ideas. The 
support will be in the form of finance, technology, economic, 
social as well as environment. As it is a known fact that when 
someone starts a new enterprise or tries to get into 
entrepreneurship they face many problems like finance, land 
permissions, environmental clearance, foreign investment 
proposals, family support etc. It is one of the much needed 
initiative plan of Govt. of India. An idea can be converted into 
a start-up. Even sometimes the crisis becomes the opportunity 
and it gives birth to the start-ups. Many times we have seen 
that we have an idea but we do not dare to initiate it or we do 
not find it worthy. On the other hand other people take that 
idea as an opportunity and mobilise into reality. But sometimes 
the idea and opportunity taken and started if not managed 
properly they will lead to failures Start-up companies are 
newly founded companies or entrepreneurial ventures that are 
in the initial phase of development.  
 

II. STARTUPs IN INDIA  

 
A start-ups company is an entrepreneurial venture which is 
typically a newly emerged, rapidly-growing business that aims 
to meet a market need by developing or offering an innovative 
and extraordinary product, process or service. They are most 
commonly associated with high-tech projects, development 
and production, distribution of new products, processes or 
services. The Ministry of Commerce and Industry released a 
notification on April 1, 2015 to define a start-up. According to 
it, “an entity will be identified as a start-ups(a) Till up to five 
years from the date of incorporation(b)If its turnover does not 
exceed 25 crores in the last five financial years(c)It is    
working towards innovation, development, deployment, and 
commercialization of new products, processes, or services 
driven by technology or intellectual property.” It is started by 

individual founders or entrepreneurs to search for a repeatable 
and scalable business model. More specifically, a start-ups is a 
newly emerged business venture that aims to develop a 
viable business model to meet a marketplace need or 
problem. A start-ups  business is defined as an organization: • 
Incorporated for three years or less • At a funding stage of 
Series B or less • An entrepreneurial venture/a partnership or a 
temporary business organization • New and existence for not 
more than five years • Revenue of up to INR 25 cr. • Not 
formed through splitting or restructuring • Formed through 
splitting or restructuring According to an Infosys Co-founder, 
a start-up is defined as a business: • Within the first three years 
of its existence • Employing 50 people or less • Revenue of 
INR 5 cr. or less. The definition of "start-up" given  by U.S. 
Small Business Administration describes as a "business that is 
typically technology driven and oriented and has high growth 
potential". The reference to "growth potential" may mean 
growth in revenues, number of employees, or both, or to the 
scaling up of a business to offer its goods or services to a wider 
or larger market. 
 

III. STAGES OF STARTUP AND AVAILABLE MODES 

OF FINANCE AT EACH STAGE: 

 

1. Self-funding/Bootstrapping: Self-funding being the first 
phase of the entire investment process is the stage in which a 
founder invests his or her money to begin the startup journey. 
A founder introduces the initial startup investment from his 
own funds/savings before going to the next stage of 
investment. However, a high net worth individual can be 
expected to put in much more money. It also demonstrates 
additional commitment on the part of the entrepreneur to other 
outside investors (including Angel Investors) from whom the 
money can be raised at a later stage. Sometimes entrepreneurs 
also choose to provide funds via loans to their company. This 
is a common practice, although most venture investors usually 
require that such debts are converted into equity during the 
entire investment process. 
 
2. Friends and Family: In the friends and family phase of 
investing, the founder reaches to people from friends and 
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family and asks them to put a portion if not all of their life 
savings in the business idea. The founder needs to be very 
honest with them about the risks of losing all of their 
investments in case the startup business stagnates, thereby 
failing, so that their expectations are set clearly upfront. A 
major risk is that because these investors are often not aware of 
the technicalities of running a newly setup business, they might 
have unrealistic expectations and may be too much demanding 
on how much ownership stake they should be given. 
 

3. Seed: The seed stage of investing is the first level of raising 
capital outside of the most common reach of the Entrepreneur 
such as self funding. Usually, this round is sourced from 
professional, experts or seed capital investors such as Angel 
Investors can either individually, or in an angel group 
comprising small individual angel investors. Since Angel 
Investors in most cases having their own businesses have 
experience, being a founder they can provide more than just 
capital. It is their knowledge, experience and expertise of the 
startup ecosystem prevailing in an economy that might provide 
useful insights to the Entrepreneur. Usually, the three most 
common traits of an Angel Investor include Wisdom, Wealth, 
and willingness to Work. These Angel Investors in India invest 
solely into an entrepreneur with an idea and they usually do 
not encumber the entrepreneur with any corporate governance 
responsibilities. 
 

4. Growth/Early Stage: Early Stage Investing is the first 
round into venture capital. It is often used to scale the 
company’s business model & often comes from larger 
institutional funds. Many of the famous venture funds are the 
commonly known early-stage investors in India. The major 
advantage of having a conventional venture fund as an investor 
is that they typically have sufficient funds for investment and 
therefore can provide growth capital in the future, leading to 
“Series A” financing rounds and also actively participating in 
“Series B” financing and sometimes beyond that. Moreover, 
VCs invest money according to their fund size. An 
entrepreneur looking to raise INR 5 – 10 Crores could 
approach early stage Venture Capitalists also known as Micro 
VCs. The benefit of choosing a Venture Capitalist that can 
participate in follow-on investment rounds is that it is not 
required of the entrepreneur to start looking for an investor 
once the initial money invested is over. Depending upon the 
size of investment and the stage at which they enter in a 
startup, Venture Capitalist expect returns as low as 2 times 
upto a maximum 10 times cash on cash basis. 
 

5. Expansion: The expansion stage is where the startup 
business is growing month over month at a good pace. 
Business valuation varies wildly in this phase and has a great 
scope for heavy negotiations. One common thing is that the 
founder will own a microscopic amount of the company started 
by him in comparison to the stake owned by him at the Self 
Funding stage. In most cases, his share would be 10% or less 
but a very high valuation. If the founder believes and hopes to 
have a real chance of the company becoming a unicorn (a 
company valued over $1B) in the future with an excellent 
chance of going public, then it is a common practise to sell the 
business at this point or very soon after that, in order to be in a 
win-win situation for all. 
 

Objective of the Study 

1. To identify various govt initiatives for the development of 
start-ups. 

2. To study in detail about the  financing sources of Startups 
in India. 

3. To identify the challenges faced by Startups in India. 
4. To study the various policies, programs, and agencies 

involved in enhancing the start-ups. 
 
IV. RESEARCH METHODOLOGY 

 

Research and experimental development is work under-taken 
systematically to increase the stock of knowledge. The study is 
based on the secondary data which has been collected through 
journals, articles, websites, newspapers, magazines, govt. 
reports, books, research papers etc. 
 

V. REVIEW OF LITERATURE  

 
It has become increasingly clear in recent years that the 
conceptualization of leadership must be broadened beyond that 
of top–down heroic leadership (Day et al., 2004; Pearce, 2004; 
Yukl, 2002).Shared leadership process append considerable 
awareness into the staging of the entrepreneurship. It is 
important for the expansion and extension of new start-ups. 
According to Ensley, Hmieleski and Pearce (2006) the 
descriptive value of shared leadership goes over the vertival 
leadership. This suggest that the high profile cases of the 
reckless start-ups, whose separate creativity and innovation has 
led to the renown and destiny, are more folk tale than the 
actuality.   IOSR Journal of Business and Management (IOSR-
JBM) e-ISSN: 2278-487X, p-ISSN: 2319–7668 Special Issue - 
AETM'16 94 | Page Bosma, Praag, Thurik and Wit (2002) has 
presented a detailed study of firms investing in the human and 
social capital for improving the performance. They also 
explained that one cannot be sure about the favourable aspect 
is due to investing or somewhat due to the innovative 
entrepreneurs put more in their human and social capital. They 
also found that the individual entrepreneur who are more skill 
full in the industry perform better than the others. And finally, 
they conclude that investing in human and social capital 
increase the entrepreneur’s performance.  Sharma, (2013), 
made a study on women entrepreneurs in India. She concluded 
that women entrepreneurs face many problems like social 
barriers, legal aspects, lack of education, family support etc. 
She also explained the various factors like pull and push 
factors affecting entrepreneurship. According to her women 
have the probable and firmness in setting up the enterprise and 
fighting against the all odds. Goyal,Parkash,(2011), in their 
research paper concluded that at present the position of 
entrepreneur is better than before. Economies are taking the 
efforts to make and enhance the entrepreneurship. Government 
is providing the awareness and necessary steps are being taken 
up by them. Start-ups must be configured properly with the 
business expertise to encounter the latest trends and changes in 
the environment and capable enough for aspiring the 
supremacy in the entrepreneurial coliseum. Caliendo, Kunn, 
Wiebner and Hogenager(2015) ,finds the difference between 
subsidized start-ups out of unemployment and non subsidized 
start-ups out of non employment. It reveals that the initiator of 
the subsidized start-ups have no lack of conventional 
education. Although they have less employment and less 
exposure to the industry.And finally they concluded that the 
wealth stock restriction among the unemployed in respect to 
availability of personal equity and outbreak of loans is the 
major constraint. 
 

VI. CHALLENGES FACED BY START Ups 

 
1) Culture and awareness-. Entrepreneurship is often about 
failing and learning from those failures and starting all over 
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again. Most common problems faced by entrepreneurs in India 
are creating a business idea, finding business opportunity 
,issues related to reward/incentive analysis, risk evaluation or 
any other benefits, issues related to legalities and requirements 
such as clearances, licenses, approvals required, Issues related 
to resource availability including finances, technology and 
manpower supply.  
 
2) Social issues: Lack of proper guidance and mentorship is a 
major reason behind the failure. An important factor behind 
failures and slow growth of some organizations is the lack of 
quality mentorship, especially in terms of industry knowledge 
/support. 
 
3) Market structure: Indian markets are largely unorganized 
and fragmented that create a roadblock for a start-up to 
succeed 
 
4) Consumer Behaviour: Behaviour of Indian consumer 
changes in every 30-50km that makes it really difficult for a 
start-up to create business or market strategy for their products 
or services. Most start-ups generally get stuck in stagnancy and 
gradually shut down. - Location: An important problem faced 
by start-ups is related to location of their business. India is a 
place of varied culture and taste and thus every product might 
not be welcomed equally in every region. 
 

5) Technology infrastructure: Appropriate IT-infrastructure 
has become a need for Indian businesses given the growing 
number of consumers online.  It is absolutely vital for new 
start-ups to train their employees for handling critical customer 
information such as that of credit card numbers and related 
data. 
 

6) Cyber security: Most start-ups have a B2B business model. 
This is where cyber risk may rise as they are not aware of 
potential risks that might exist for their startup business. No 
back-up plan to keep the start-up company running when an 
accident destroys some key equipment in their data centre. 
 

7) Financial Issues: Most start-ups are self/family funded with 
limited workforce who makes it difficult to maintain records 
both financial and operational.  Flawed business models and 
lack of innovative revenue strategies have led to the failure of 
many start-ups and they are forced to shut down operations.  
Overcoming unnecessary business steps to manage business 
operations. Capital and access to capital has been a perennial 
problem for start-ups. Government and private sector investors 
have set aside funds through investment channels but they are 
not available for all forms of business. The biggest problem for 
such organizations has been to attract investors and gain their 
trust with regard to their mode of operations. In the initial 
phase of operations, start-ups do not get funding from banks 
given no credit history of the firm. In addition, there is limited 
number of credit rating firms for small and medium sized 
enterprise. Despite having raised good investments, start-ups 
struggle to survive the competition. Startups are unable to 
mitigate the gap between burn rate and revenue. Effective cash 
management is an important factor to achieve objectives both 
short term and long term. Both the investor and the 
entrepreneur are now more consciously focusing on 
innovation, capital efficiency and client/customer satisfaction, 
a view which is bound to impact the funding scenario hence-
forth. 
 
8) Sustainability Issues: The level of knowledge that business 
advisers have about ecological issues and their willingness to 

discuss this with their clients is important in creating business 
ventures. 
 
9) Lack of information: Provision of more information 
directly to business founders could help in the adoption of 
more sustainable business practices.  
 
10) Not aware of potential that might exist for their startup 

business: Role of public funding in promoting sustainable 
enterprises is often overlooked  
 
11) Regulatory Issues Multi window clearances: Budding 
entrepreneurs have to make multiple trips to government 
offices to register and seek clearances. There is urgent need to 
scrap multiple regulatory clearances. 
 
12) Taxation issue: Taxes like octroi, VAT, excise creates 
problems for entrepreneurs while starting up a business. 
NASSCOM has batted for the exemption of both direct and 
indirect taxes for all start-ups in India. Taxation is a barrier for 
technology adoption and proves to be an immense hurdle for 
budding entrepreneurs. 
 

VII. CONCLUSION 

 

India is a home to almost 3100 start-ups starting per year 
standing just behind the US, UK, and Israel according to the 
NASSCOM report of 2015. If the growth continues in the 
same pace then it is expected that Indian tech start-ups will 
generate almost 2.5 lakh jobs in the next five years. Large 
population with high percentage of middle income group, 
educated youth with technical background, IT domination, 
high internet and mobile penetration are some of the drivers 
that have thrown up opportunities for spreading startup 
revolution in India. Time, team work and tenacity are 
important elements which determine entrepreneurial success. 
Infrastructure, government regulations and availability of 
finance at various stages of growth could be some of the 
challenges for startups. In fact, history is replete with examples 
of startups which began with big fanfare but ended as damp 
squibs within a short span of time due to various reasons..At 
present day, start ups are growing like a grapevine. Both male 
and females are getting into it. Even females are coming with 
more ideas and they are taking the risk to sustain their 
credibility. Indian start-ups attempt to build the start up 
environment with important education, talent, innovation and 
incubators with correspondence to funding agencies. Now the 
govt is also supporting the Start-ups.This new initiative of 
start-ups pledge rapid approvals for starting the business, 
easier exits, tax rebates and faster registration for the patents. 
This initiative holds the potential of creating the jobs when the 
manufacturing sector is having a downfall. For any new idea to 
become successful venture it requires appropriate support and 
mentoring 
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