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I. Startups and Startup Eco-

system: Definition and its 
importance  

A startup refers to a company with a short 
period of experience that typically sells prod-
ucts or services that are not guaranteed suc-
cess. In many cases, a startup starts a business 
with ideas and innovative technologies. Re-
cently, the economic importance of startups 
continues to increase. Many literatures have 
shown that startups are leading technology in-
novation and contributing to job creation and 
industrial productivity growth. A startup has 
an advantage in that it can reallocate internal 
resources in a short period of time, compared 
to other types of firms, meaning it can main-
tain a higher level of productivity and innova-
tion. So, startups are deemed as one of the so-
lutions to the prolonged global productivity 
slowdown, and now startups are drawing at-
tention from the industry and policymakers. 
Many well-known tech companies, such as 

Google, Facebook, Alibaba, started their busi-
ness as a startup, and now the firms are lead-
ing the IT industry.  

Figure 1. Number of Startups by Country 

(2010-2019) 

 
Source: Authors’ Calculation based on Crunchbase. 

Recently, India is emerging as a startup pow-
erhouse, based on its fast-growing economy 
and cost-efficient talent pool. Compared to 
other major startup countries, the number of 
new startups and unicorn companies (firms 
with value over 1 billion USD) in India is rel-
atively large. Also, global investment into the 

       June 1, 2021 Vol. 11 No. 31 ISSN 2233-9140 



  June 1, 2021 

2 
   

The Indian Startup Ecosystem and Policy Implications 

Indian startup market is increasing, taking 3rd 
place after the United States and the United 
Kingdom according to the Crunchbase data-
base. While the number of Korean companies 
in the Indian startup market is increasing, 
only a few have succeeded in stable entry into 
the market. As we have seen the growing im-
portance of startups and the expansion of the 
Indian startup market, it is important to iden-
tify the cause of Korean companies' relatively 
poor entry into the Indian startup market. To 
do this, we need to understand the dynamics 
of the Indian startup ecosystem. 

Startup ecosystems are defined as a type of 
network within geographical areas that can 
influence the formation and outcome of 
startups, and are closely related to creation 
and growth of startups. The startup ecosystem 
consists of various factors such as entrepre-
neur, technology, government policy, finan-
cial institution, culture, market, etc. In this re-
search, we aim to understand how the Indian 
startup ecosystem works and identify relevant 
policy recommendations for Korean startups 
in India. 

II. A Comparison Study:  
  Startup, Entrepreneurs, and 

Investment Trends in Various 
Countries 

Before we look into the startup ecosystem of 
India, let us compare the trends of startups, 
entrepreneurs, and investment in various 
countries. We choose the case of the United 
States, the United Kingdom, India, and three 

East Asian countries (Korea, China, and Ja-
pan), which have relatively active dynamics 
in the startup industry. 

First, the number of new startups increased 
rapidly in the United States, China, and India 
before 2015. For the case of India, around 
3,500 startups started their businesses in 2015. 
However, the increasing trends changed to a 
downturn due to slowing global economic 
growth and increasing market concentration 
of large firms. 

Figure 2. Number of Startups by Country 

(2010-2019) 

 

Source: Authors’ Calculation based on Crunchbase. 

Most startups in our sample are commonly 
based in the software industry. However, the 
major areas of startups are slightly different 
by the countries. Korean startups are rela-
tively active in the information technology 
and Internet service industries, Japanese 
startups in the media and entertainment indus-
tries, Chinese startups in financial services, 
and the UK, the US, and Indian startups in In-
ternet service industries. The location of the 
startup is also slightly different. For instance, 
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Indian and American startups start their busi-
ness in various cities, whereas the locations of 
startups in other countries are more concen-
trated in capital cities. The lower geographic 
concentration rate of India and the US implies 
that startup ecosystems have been developed 
in various locations within the countries. In 
terms of exit rate (when startups go to the 
public market or are purchased by other 
firms), US startups have the highest exit rate, 
whereas startups in India and Korea show the 
lowest levels compared to other countries. 
 

Figure 3. Geographic Concentration Rate 

(2010-2019) 

  

Source: Authors’ Calculation based on Crunchbase. 

Next, let us have a look at the entrepreneurs 
in various countries. The entrepreneurs and 
the CEOs of startups are mostly from their 
own countries. However, Indian startups have 
a relatively higher share of local entrepre-
neurs and CEOs compared to other countries. 
When it comes to the experience of entrepre-
neurs, Korean and Chinese entrepreneurs are 
less experienced compared to other countries, 
whereas Japanese and US startup entrepre-
neurs have relatively more experience in es-
tablishing a company. 

In terms of investment and funding towards 
startups, global investments are largely flow-
ing into the US and China. The share of 
startups with funding access is relatively high 
in China and relatively low in India. Also, 
these investments are flowing to different in-
dustries in the countries, such that startup 
fundings mostly go to internet service indus-
tries in China, Japan, and the United States, e-
commerce industries in India, financial ser-
vices industries in the UK, and mobile indus-
tries in Korea. 

 

Figure 4. Share of Startups with Funding  

(2010-2019)  

  

Source: Authors’ Calculation based on Crunchbase. 

Compared to startups in major countries, In-
dian startups have the following distinctive 
characteristics. First, many startups in India 
enter the e-commerce industry. This trend 
stems from the fact that India's e-commerce 
industry has been growing rapidly due to the 
rise in individual income and widespread mo-
bile phone usage. Second, Indian entrepre-
neurs start their business in various locations, 
such as Bengaluru, Mumbai, and Delhi. This 
suggests that startup ecosystems are formed 
in various cities. Third, the average M&A 
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price in India is lower than in other countries, 
but the public offering price is higher. This 
suggests that relatively early growing startups 
become the subject of M&A by global invest-
ment firms, while fully grown startups tend to 
participate in IPO. Fourth, there is a rapid 
growth of investment for startups in India, but 
the funding access rate is relatively low. This 
suggests that India's startup investment is fo-
cused on a few companies with high growth 
potential, meaning that most startups may ex-
perience funding problems. Lastly, entrepre-
neurs in India are dominantly local Indians, 
indicating that Indian startup markets are rel-
atively hard to enter for foreign entrepreneurs. 

Ⅲ. Startup Ecosystem in India 

Then, how does the Indian startup ecosystem 
look like? We investigate four categories of 
the startup ecosystem: entrepreneurs, invest-
ment, knowledge infrastructure, and govern-
ment policy. 

Entrepreneurs are the main agents of startups, 
and they are considered one of the primary el-
ements of a startup ecosystem. Previous liter-
ature has shown that Indian entrepreneurs are 
active and open to start a new business. This 
distinct feature can be attributed to entrepre-
neurs in India witnessing many startup suc-
cesses in the market and the Indian govern-
ment providing institutional support for 
startups in India. Also, many technology in-
stitutions, such as the Indian Institutes of 
Technology (IIT) and Birla Institute of Tech-
nology and Science (BITS), Pilani, have 

startup centers that provide many Indian en-
trepreneurs from IT backgrounds with the 
motivation to enter the startup market.  

With regards to investment, India has a rela-
tively large pool of angel investors, local ven-
ture capital (VC), and private equity (PE) in-
vestments compared to other countries, and 
the funding accessibility continues to im-
prove.  

Concerning the knowledge infrastructure, 
India has a large pool of skilled labor in sci-
ence and engineering, and the country is mak-
ing large investments in knowledge infra-
structures such as educational institutions and 
intellectual property protection systems. 
These measures are leading the country to 
foster startups through industry-academic re-
search and industry-driven incubation.  

With regards to government policy, the In-
dian government implements various admin-
istrative support and tax benefits to startups. 
The governmental initiative for startups is 
called “Startup India.” The Startup India ini-
tiative aims to build knowledge infrastruc-
tures, ease regulations on startups, simplify 
administrative procedures, strengthen fund-
ing and tax benefits, and support the estab-
lishment of industry-academic programs. 

What is interesting is that Indian startup eco-
systems are different by the city. There are 
three major startups cities in India, which are 
Bengaluru, Delhi, and Mumbai.  
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First, Bengaluru, also known as the "Silicon 
Valley of India's IT capital," is a city with 
many active startups in the country. The data 
has shown that more than 12,000 startups 
have been established from 2010 to 2019 in 
the city. Bengaluru has abundant knowledge 
infrastructure and human capital compared to 
other regions, backed by the Karnataka state 
government’s fostering policies. The state 
provides various support to startups, such as 
building startup incubating centers and pro-
moting funding for startups. Second, Delhi 
also provides favorable conditions for the 
startup ecosystem. The city is known to have 
excellent business infrastructure and quality 
educational institutions. Since Delhi is the 
capital of the country, the city provides vari-
ous state-level startup policies, investment, 
and excellent knowledge infrastructure. 
Lastly, Mumbai, India's largest business city, 
developed an urban startup ecosystem based 
on the active industry-academic linkage sys-
tem along with state-level startup policies.  

The analysis has shown that the active entre-

preneurs, growing funding environment, a 
large pool of IT experts and educational insti-
tutions, supportive government policy are 
shaping the Indian ecosystem. Now, startup 
ecosystems in India are rapidly maturing 
based on government and state policies, and 
the startup ecosystem is different by the city. 
Therefore, it is important to actively utilize 
various elements of the central and state-level 
startup ecosystem to enter the Indian market. 

Ⅳ. Korean Startups in India:  
Recent Trends and Policies 
in Need 

Now, let us move to the status of Korean 
startups in India, namely how Korean startups 
in India are entering the market, how they 
evaluate the Indian startup ecosystem, and 
what kind of policy support they need in the 
Indian market. To answer these questions, we 
conduct online surveys and in-depth inter-
views with Korean startups in India. Despite 
the limited number of Korean startups in In-
dia, we were able to contact 18 established 
startups in India, and we found the following 
results. 

First, many Korean entrepreneurs choose to 
start a business without local entrepreneurs 
due to difficulties in finding a reliable partner, 
despite being willing to consider co-founding 
the firm with local entrepreneurs. Also, Ko-
rean startups in India are mostly sourcing 
their startup funding from Korea. One of the 
reasons is that Korean startups do not have in-
formation on the financial support system 
provided by the Indian government or local 
venture capitals, according to the survey. We 
found that there were few cases of Korean 
startups interacting with Indian universities, 
global companies, and government-run 
startup centers or accelerators. Overall, this 
shows that Korean startups are not fully ex-
ploiting the Indian startup ecosystem due to 
limited information. 
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Korean startups evaluate India's startup eco-
system as being relatively competitive, espe-
cially in terms of professional manpower and 
knowledge infrastructure, whereas financial 
and government support are less than average. 
Respondents also assert that they experience 
local institutional barriers and local network 
shortages when entering the Indian startup 
market. 

The survey reveals that information on local 
partner companies and funding are one of the 
key issues for Korean startups when they con-
sider entering the Indian market. More than 
half of the Korean startups in the survey re-
ceived support from Korean government 
when starting their business in India, and they 
were generally satisfied with the programs.  

However, it is also pointed out that Korea's 
startup support system lacks expertise in the 
Indian market and has a small number of sup-
port programs specific to the Indian market. 
In addition, Korean startups expressed their 
demands for consultation on the marketability 
of their products, support for overseas mar-
keting costs and acceleration programs, sup-
port for office and residential space, and 
broad changes allowing them to participate in 
incubation programs of global companies. 

V. Evaluation of Indian Startup 
Ecosystem: Competitive for 
Foreign Entrepreneurs? 

The analysis shows that the Indian startup 
market is undergoing dynamic changes based 

on growth of the startup ecosystem. India's 
startup ecosystem consists of a variety of fac-
tors, including entrepreneurs who are open to 
starting a new business, growing investment 
environments for startups, many higher edu-
cation institutions and R&D centers that are 
leading technological innovation, a large pool 
of human resources in science and technology, 
and growing supports from central and state 
governments.  

However, compared to the dynamic growth 
of the Indian startup market, participation by 
foreign startups is relatively low. The analysis 
shows that 95 percent of entrepreneurs in In-
dia are Indian, which is a relatively higher 
share than other countries. This number 
comes from the fact that the Indian startup 
market has a highly local network-oriented 
business environment, and administrative 
procedures are relatively complicated com-
pared to advanced countries. Thus, entrepre-
neurs who are fully acquainted and able to use 
the Indian startup ecosystem are likely to suc-
ceed in the Indian market.  

Overall, the Indian startup market is consid-
ered to be in “transition,” compared to major 
startup countries that have established solid 
startup ecosystems over a long period of time, 
such as the United States and the United 
Kingdom. However, the Modi government is 
actively promoting startup policies, building 
related infrastructure, and fostering young 
technology personnel. Therefore, India's 
startup market is expected to grow, and for-
eign entrepreneurs will actively participate in 
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the Indian startup market in the near future. 
Korean startups have a relatively low under-
standing of the Indian market and business 

culture. Therefore, policy support will be nec-
essary to promote the stable growth of Korean 
startups in India.  

 

Figure 5. Analysis and Policy Recommendations 

 

 

VI. Policy Recommendations 

The policies to support Korean startups in the 
Indian market are as follows  

Many global startups attempt to enter the In-
dian market. However, Korean startups repre-
sent a relatively small number of these enter-
ing firms compared to other countries. One of 
the major reasons is the lack of interest in the 
Indian market. To revitalize participation of 
Korean startups to India, it is necessary to in-
crease mutual awareness between Korea and 
India. Economies like the EU and Japan have 

recently made great progress in digital coop-
eration with India, but Korea's digital cooper-
ation is mostly centered on ASEAN, even 
though India is one of the major countries in 
the New Southern Policy. Accordingly, it is 
important for the Korean government to 
strengthen digital cooperation between Korea 
and India, as both countries have excellent 
comparative advantages in the digital area. To 
increase mutual awareness and cooperation 
between Korea and India, we offer policy rec-
ommendations such as installing the Korea-
India Knowledge and Culture Exchange Cen-
ter. The center would provide various cultural 



  June 1, 2021 

8 
   

The Indian Startup Ecosystem and Policy Implications 

and business information, which would fill 
the awareness gap between the two countries. 

Another policy recommendation is that Ko-
rean startups need to diversify their strategy 
when they enter the Indian market. There are 
many ways to start a business in India other 
than the direct establishment of a startup, such 
as establishing branches and offices, entering 
the export market, and investing in or acquir-
ing local startups with market potential. 
Therefore, the government needs to provide 
opportunities for Korean startups to partici-
pate in the Indian startup market in various 
forms, such as promoting joint ventures with 
local entrepreneurs, investment, or M&A, etc. 
We suggest establishing a funding infor-
mation network system, with a basic frame-
work as following: local related agencies such 
as KOTRA and KITA collect information on 
Indian startups and share this on the infor-
mation network, and firms that are willing to 
invest in local firms in India can receive pro-
fessional help within the system. 

Lastly, we suggest increasing support for 
Korean startups in the Indian market. Our 
study shows that India's startup ecosystem is 
different by the city, and the local regulations 
and investments environments are frequently 
changing. According to the survey, Korean 
startups in India often have insufficient 
knowledge about the Indian startup ecosys-
tem, and do not have enough understanding 
of the Indian market and regulations. In addi-
tion, the funding accessibility in India is rela-
tively low, especially for foreign startups. To 

tackle these issues, it is necessary to establish 
an information provider for the Indian market 
within Korea. We suggest installing an "In-
dian Business Information Desk" in startup 
cities, such as Seoul, Pangyo, Daejeon, and 
Busan. The desk will provide various infor-
mation on Indian businesses for prospective 
startups. Also, we suggest implementing pro-
fessional functions to governmental agencies 
in India and establishing a Korea-India joint 
startup fund, which many startups in India are 
asking for. 


