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Abstract 

The Indian startup ecosystem has entered a phase of structural maturity during 2016–2026, shifting from 

valuation-driven hyper-growth to sustainability-focused value creation. This study analyzes ecosystem 

evolution through growth trends, regional decentralization, sectoral transformation, policy interventions, and 

institutional support, using secondary data from the Department for Promotion of Industry and Internal Trade, 

Startup India, Tracxn, and the Global Startup Ecosystem Report, guided by Daniel Isenberg’s Entrepreneurial 

Ecosystem Model. 

Findings indicate that India, now the world’s third-largest startup ecosystem, is expanding beyond metro hubs, 

with Tier-2 and Tier-3 cities driving growth. AI, Deep Tech, RegTech, and enterprise SaaS are outperforming 

consumer-led sectors, while EdTech has undergone structural correction. Digital Public Infrastructure—

especially the Unified Payments Interface and Aadhaar—has enhanced scalability and compliance efficiency. 

The 2025 market correction reflects ecosystem maturation rather than decline. Institutional and policy support, 

including initiatives led by T-Hub and C-CAMP, has strengthened resilience and positioned the ecosystem for 

sustainable growth toward 2030. 

Keywords: Startup Ecosystem, Artificial Intelligence (AI), Digital Public Infrastructure (DPI), Structural 

Market Correction, Incubation and Acceleration. 
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1. INTRODUCTION 

The global economic order in the mid-2020s is increasingly defined not by the traditional industrial indices of 

the twentieth century, but by the vitality, resilience, and technological depth of its startup ecosystems. 

Entrepreneurship has transitioned from a localized pursuit of individual wealth to a foundational pillar of 

national economic strategy, serving as the primary vehicle for innovation, job creation, and the 

democratization of opportunity (Schumpeter, 1934; Solow, 1956). As of 2025, the global startup economy is 

valued in the trillions of dollars, driven by a cognitive revolution in artificial intelligence and a shift toward 

deep-technology solutions that address existential societal challenges (Startup Genome, 2025).    

In this global context, India has emerged as a preeminent force, solidifying its standing as the world's third-

largest startup ecosystem, trailing only the United States and China (Startup Genome, 2025). This ascent is 

not merely a product of market size but the result of a deliberate, decade-long structural transformation 

initiated by the 'Startup India' movement in 2016 (DPIIT, 2025). From a nascent base of fewer than 500 

recognized startups in 2016, the Indian ecosystem has expanded exponentially to encompass over 1.59 lakh 

entities by early 2025, and subsequently surpassing 2.07 lakh by the end of that year (DPIIT, 2025).    

The year 2025 serves as a critical milestone, marking ten years since the inception of major policy reforms 

that eased regulatory barriers, improved access to funding, and fostered a culture of innovation. However, the 

landscape of 2025-2026 is fundamentally different from the "hyper-growth" era of the early 2020s. It is 

characterized by a "structural correction"—a shift from valuation-focused metrics to value-focused sustainable 

business models. This maturation is evident in the stabilization of startup shutdowns and a selective funding 

environment where investors prioritize unit economics and product-market fit over blitzscaling (Tracxn, 

2025).    

Technologically, the ecosystem is pivoting toward sovereign AI development, deep tech, and climate-positive 

innovations, supported by robust Digital Public Infrastructure (DPI) like the Unified Payments Interface (UPI) 

and Aadhaar (RBI, 2024). This report provides a comprehensive analysis of this evolution, examining the 

interplay between policy, capital, and technology in shaping India’s entrepreneurial future (Government of 

India, 2023).    

2. NEED FOR STUDY 

The investigation into the entrepreneurship development and startup ecosystem in the 2024–2026 period is 

necessitated by several profound shifts in the socio-economic and technological fabric of the global market. 

Understanding these dynamics is essential for policymakers, investors, and entrepreneurs to navigate an 

environment that has transitioned from abundance to disciplined maturation. 
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Socio-Economic Imperatives and Job Creation 

The primary driver for studying this sector is its unparalleled capacity for employment generation. In a 

developing economy like India, where traditional industrial and agricultural sectors face saturation, startups 

have emerged as the largest creators of high-value direct jobs. By the end of 2025, recognized startups in India 

had reportedly generated over 21.9 lakh direct jobs (DPIIT, 2025). Analyzing the sectoral distribution of these 

jobs—led by IT Services, Healthcare, and Professional Services—is critical for aligning national educational 

and vocational training programs with market needs (NASSCOM, 2024).    

Addressing Regional Disparities and Inclusive Growth 

A critical shift in the ecosystem is the decentralization of innovation. While metropolitan hubs like Bengaluru, 

Mumbai, and Delhi-NCR led the first wave, the current trajectory shows that over 50% of recognized startups 

now emerge from Tier-2 and Tier-3 cities. This study is needed to evaluate how regional ecosystems in cities 

like Lucknow, Nashik, and Mysuru are contributing to balanced regional development and reducing the 

migration pressure on "megacities" (DPIIT, 2025).    

The 2025 Market Maturity and "Correction" Analysis 

The period of 2025-2026 represents a "watershed moment" for the startup world. After the exuberant funding 

cycles of 2021-2022, the ecosystem faced a period of rationalization (Tracxn, 2025). In 2025, a recorded 

11,223 startups folded—a 30% increase from the previous year—indicating a "cleansing" of unsustainable 

business models. A study of this phenomenon is vital to identify the "survivor traits" that distinguish resilient 

startups from those that succumb to market volatility (NASSCOM, 2024).    

Technological Sovereignty and AI Integration 

With the projected contribution of AI to India's GDP reaching USD 500 billion by 2025 and USD 1 trillion 

by 2035, there is an urgent need to study the mechanisms through which startups adopt and drive AI across 

sectors like agriculture, logistics, and healthcare. The emergence of sovereign language models and 

indigenous AI hardware capabilities necessitates an inquiry into how national policy supports or hinders 

technological self-reliance (NASSCOM, 2024).    

3. OBJECTIVES  

This research report aims to comprehensively analyze the entrepreneurial development and startup ecosystem 

with the following objectives: 

1. To examine the growth trajectory and geographic expansion of the Indian startup ecosystem, including 

the rise of non-metro hubs. 

2. To analyze emerging sectoral trends and funding patterns during 2016–2026, particularly in AI, Deep 

Tech, FinTech infrastructure, and EdTech. 



© 2026 IJRAR March 2026, Volume 13, Issue 1                    www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRAR1EUP040 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 244 
 

3. To assess the impact of government policies and Digital Public Infrastructure (DPI) on startup 

scalability. 

4. To evaluate the effectiveness of incubators and accelerators in supporting venture success and survival. 

5. To identify key challenges, regulatory bottlenecks, and failure patterns in a maturing startup market. 

6. To propose actionable recommendations for sustainable ecosystem growth toward 2030 and beyond. 

4. METHODOLOGY 

This study employs a comprehensive mixed-method research design, primarily utilizing Secondary Data 

Analysis (SDA) to synthesize insights from vast and diverse datasets. This approach is particularly effective 

for evaluating large-scale economic ecosystems where primary data collection for over 200,000 entities is 

prohibitively time-consuming and expensive (Isenberg, 2011).    

Data Sources and Selection 

The research integrates data from four primary tiers of secondary sources: 

1. Government Repositories: Data from the Department for Promotion of Industry and Internal Trade 

(DPIIT), Startup India portal, and Union Budget 2024-25 announcements (DPIIT, 2025).    

2. Global Industry Reports: Analysis from the Global Startup Ecosystem Report (GSER) 2025, 

StartupBlink Global Index 2025, and Tracxn market intelligence (Government of India, 2023).    

3. Peer-Reviewed Academic Literature: Theoretical frameworks on the role of entrepreneurship in 

economic growth (e.g., Schumpeterian and Solow models) and impact studies on incubators (Isenberg, 

2011; Schumpeter, 1934).    

4. Real-Time Proxy Indicators: Analysis of digital news coverage and press releases to capture ecosystem 

sentiment and emerging challenges in developing economies (NASSCOM, 2024).    

Analytical Framework 

The analysis is structured around Daniel Isenberg’s Entrepreneurial Ecosystem Model, which evaluates six 

interdependent domains: Policy (leadership and institutional support), Finance (capital access), Culture 

(success stories and norms), Supports (infrastructure and mentors), Human Capital (education and labor), and 

Markets (networks and early adopters) (Isenberg, 2011).    

Statistical Tools and Validation 

Quantitative data, such as startup counts, job creation figures, and funding rounds, are analyzed using trend 

modeling and CAGR (Compound Annual Growth Rate) calculations. For instance, the CAGR of the Indian 

EdTech market is projected using a standard formula:    

CAGR=[(VinitialVfinal)t1−1]×100 
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where V represents market value and t the time in years. Findings are validated through triangulation—

comparing data points across multiple independent reports (e.g., GSER vs. Tracxn) to ensure accuracy and 

mitigate the risks associated with retrospective data analysis (Startup Genome, 2025;  Tracxn, 2025).    

5. DATA ANALYSIS AND DISCUSSION 

Global Context: The Shifting Center of Gravity 

The global startup ecosystem in 2025 is undergoing a notable realignment. While the United States remains 

the leader, its dominance is being challenged by the rapid growth of the Asia-Pacific region. Singapore, for 

instance, has reached a milestone by climbing to 4th place globally, overtaking Canada. India’s role in this 

global shift is solidified by its 3rd rank, with its ecosystem value surpassing USD 350 billion (Startup Genome, 

2025).    

Global Region 2025 Ecosystem Growth Rate Key Narrative 

Asia-Pacific Strongest Average Growth Dominance in real-time payments and AI 

adoption 

Singapore 44.9% Overtook Canada; #4 globally 

United States 18.2% Relative stagnation; lowest among top 50 

Saudi Arabia Record Leap Climbed 37 spots to #38 

Central Asia Emerging Uzbekistan ecosystem value >$1.2B 

India’s Macro Growth: A Decade of Momentum 

The Indian startup landscape has witnessed a remarkable transformation. The number of DPIIT-recognized 

startups rocketed to 194,854 in 2025, a 24% increase from the previous year's 157,066. By December 2025, 

this number exceeded 2.07 lakh. This growth is deeply rooted in the success of the 'Startup India' action plan, 

which introduced reforms like tax exemptions, fund-of-funds, and self-certification compliance (DPIIT, 

2025).    

Calendar Year Number of Recognized Startups 

(Annual) 

Total Direct Jobs Generated (Self-

Reported) 

2016 502 308 

2020 14,852 181,602 

2022 26,596 274,920 

2024 34,294 351,921 

2025 49,429 467,549 
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Regional Performance: The Rise of the States 

A granular analysis of state-level data reveals that the entrepreneurial spirit is no longer confined to Karnataka 

alone. While Karnataka saw a 27% rise in startups, Uttar Pradesh (UP) emerged as one of the fastest-growing 

ecosystems with a 36% increase. Maharashtra continues to lead in absolute numbers, with over 33,000 startups 

registered in 2025 (Isenberg, 2011).    

State 2024 Startup Count 2025 Startup Count Growth Rate 

Maharashtra 25,984 33,545 +29% 

Karnataka 15,305 19,499 +27% 

Uttar Pradesh 13,999 19,113 +36% 

Delhi 14,861 18,306 +23% 

This regional growth is driven by the emergence of Tier-2 cities. In Maharashtra, Nashik saw a 13% increase, 

while in Karnataka, Mysuru and Hubballi are becoming critical hubs. This decentralization is supported by 

state-level startup rankings and capacity-building workshops conducted in non-metro cities.    

Sectoral Analysis: AI, FinTech, and EdTech 

The AI Revolution and Deep Tech Surge 

AI and Deep Tech have become the standout themes of 2025. In India, AI’s share of total Venture Capital 

(VC) funding rose to 12% in 2025, up from under 5% in 2020. Investment in AI and deep tech reached a 

critical mass, with nearly USD 28 billion invested across more than 2,100 deals since 2016 (Isenberg, 2011).    

AI/Deep Tech Indicator Metric (2025) Impact/Context 

VC Funding Share 12% Reflects shift from consumer-led to IP-

driven growth 

AI Funding Value 

Growth 

+58% YoY Surge in enterprise software and 

healthcare AI 

India AI Unicorn Krutrim Reached $1B valuation in 2024 

Job Projection (2024) 1,000,000 AI/Data 

Professionals 

NASSCOM report 

The India AI Impact Summit in February 2026 served as a historic inflection point, triggering over USD 200 

billion in investment commitments. Startups like Krutrim, Sarvam AI, and Uniphore are leading the charge in 

multilingual LLMs and enterprise conversational AI.    

 

 

 



© 2026 IJRAR March 2026, Volume 13, Issue 1                    www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRAR1EUP040 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 247 
 

FinTech Maturity: From Growth to Infrastructure 

By 2026, the Indian FinTech market is projected to reach USD 51.30 billion, with digital payments leading at 

nearly 43% market share. However, the sector is moving away from the "growth-at-all-costs" narrative. The 

maturation of the Unified Payments Interface (UPI)—processing over 16 billion transactions monthly—has 

turned it into a foundational payment infrastructure rather than just a feature.    

A significant trend is the rise of RegTech (Regulatory Technology). As the RBI intensifies oversight on data 

security and consumer protection, RegTech solutions have become indispensable tools for managing 

compliance. Startups like Signzy and IDfy use AI to verify identities in seconds, drastically reducing 

onboarding time while ensuring compliance with the Digital Personal Data Protection Act (DPDPA) 2023.    

EdTech: The Pivot to Outcomes 

After a difficult 2024, the EdTech industry entered a structural shift in 2025. Learners and investors alike 

became "outcome-conscious," leading to the decline of content-heavy expansion models (Tracxn, 2025). 

Sustainable growth in 2026 is expected to belong to companies that can prove learning outcomes through AI-

driven personalized ecosystems. The market is also seeing a "phygital" integration, where offline trust meets 

online scalability, as seen in the hybrid models of PhysicsWallah and AASOKA (RBI, 2024; Government of 

India, 2023).    

EdTech Segment 2025 Market Share Key Driver 

Software 58% Scalability and LMS integration 

Cloud-based 81% Accessibility across devices 

Individual Learners 49% Self-paced and competitive exam prep 

North India Region 30% High population density and digital 

infrastructure 

The Role of Support Systems: Incubators and Government 

The Impact of Support Institutions 

Incubators and accelerators have become integral to the survival of nascent ventures. Research indicates that 

incubated startups have 30–40% better survival chances than those without support. Institutions like T-Hub 

(Hyderabad) and the IIT Madras Incubation Cell act as "ecosystem builders," creating collisions between 

entrepreneurs, investors, and policymakers.    

Case Study: T-Hub Hyderabad T-Hub 2.0, spanning over 5.8 lakh square feet, is the world's largest 

innovation hub. It provides a 6M2P framework (Methodologies, Market Access, Money, Motivation, 

Mentorship, Manpower, Partnership, Policy) to help startups scale. In 2024-2025, multiple specialized cohorts 

were launched, including:    



© 2026 IJRAR March 2026, Volume 13, Issue 1                    www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRAR1EUP040 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 248 
 

● EV Program: A 3-month cohort for electric vehicle startups.    

● AIC Healthcare: Handpicked startups focused on deep-tech in life sciences.    

● AIC Sustainability: Supporting ventures in clean energy and circular economy.    

Case Study: C-CAMP Bengaluru The Centre for Cellular and Molecular Platforms (C-CAMP) serves as 

one of India's largest life sciences incubators, supporting over 550 startups. Its National Bio Entrepreneurship 

Competition (NBEC) 2025 attracted 3,100 applications, with winners focusing on AI-driven drug discovery 

and carbon-to-biochemical transformation.    

Government Fiscal Interventions 

The Union Budget 2024-25 provided significant stimulus for the ecosystem. Regression analysis confirms a 

statistically significant and positive relationship between the budget's fiscal initiatives and the financial 

performance of startups (Beta = 0.52, p < 0.01).    

Budget 2024-25 Measure Mean Impact Score (1-5) Result/Implication 

Improved Credit Access 4.21 Enhanced capital infusion via 

CGTMSE 

Reduced Compliance (GST) 4.03 Simplification of filing and 

returns 

Enhanced Digital Onboarding 3.94 Stimulated Tier-2/3 activity via 

DPI 

Innovation/R&D Stimulus 3.88 Support for product development 

and incubation 

Survival Rates and the 2025 "Great Indian Shutdown" 

While the ecosystem is growing, failure remains a stark reality. In 2025, over 11,200 startups shuttered, a 30% 

jump from 2024. However, analysts view this as a maturation process rather than a collapse. The failures are 

happening earlier in the lifecycle, indicating that the market is quickly identifying and eliminating 

unsustainable models.    

Failure Factor Percentage (2025) Critical Observation 

Lack of Product-Market 

Fit 

34% - 42% Building solutions without validated 

demand 

Funding / Runway Issues 44% - 47% Weak unit economics; poor planning 

Team / Burnout Problems 18% - 23% Co-founder conflicts; hiring issues 

Regulatory Challenges 19% Heavier for education and healthcare 

sectors 

Interestingly, the EdTech sector saw a 60% failure rate, while Deep Tech startups thrived, raising double the 

capital compared to the previous year. This suggests that "substance" is now outperforming "hype."    
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6. RESULT AND FINDINGS 

The comprehensive analysis of the 2024–2026 data yields several transformative findings: 

1. Structural Maturation: The Indian startup ecosystem is no longer in a "freefall" of failure but in a 

"correction mode." The transition from growth-focused to sustainability-focused metrics has resulted in 

fewer but higher-quality annual closures (724 in 2025 till October vs. 3,903 in 2024, according to revised 

Tracxn data) (Tracxn, 2025; Startup Genome, 2025).    

2. Sovereign AI as the New Frontier: India is rapidly establishing itself as a global hub for AI innovation, 

with the IndiaAI Mission and massive private sector commitments positioning the country to serve 

multilingual markets at scale (DPIIT, 2025).    

3. The "Tier-2/3" Dividend: Over half of India's startups are now emerging from smaller cities. This shift 

is supported by Digital Public Infrastructure (DPI), which provides a "metaphorical public railway track" 

for startups to build upon (DPIIT, 2025).    

4. RegTech as a Growth Enabler: Compliance has moved from a back-office burden to a competitive 

advantage. Startups that are "compliant-by-design" attract higher valuations and more stable investment 

(Government of India, 2023).    

5. Job Creation Resilience: Despite market corrections, recognized startups continue to be massive 

employment engines, with direct job generation rising by approximately 32% year-over-year in 2025 

(DPIIT, 2025).    

6. Sector-Specific Divergence: The 2025 period saw a clear divergence in sectoral health. While B2C e-

commerce and K-12 EdTech struggled with exhausted models, Deep Tech, Clean Energy, and Enterprise 

SaaS (with AI integration) showed robust funding momentum (Tracxn, 2025).    

7. CONCLUSION 

The study of the entrepreneurial development and startup ecosystem in 2025–2026 reveals an ecosystem that 

has fundamentally come of age (RBI, 2024; Government of India, 2023). The "hyper-growth" phase of the 

early 2020s has given way to a more measured, resilient, and technologically sophisticated landscape. India 

has successfully leveraged its Digital Public Infrastructure to democratize innovation, allowing the 

entrepreneurial spirit to permeate Tier-2 and Tier-3 cities and create millions of jobs (Startup Genome, 2025; 

Tracxn, 2025). 

The "correction" of 2025 should be celebrated as a sign of market maturity. It has forced founders to obsess 

over unit economics, product-market fit, and long-term value creation. The pivot toward AI and Deep Tech 

ensures that the Indian ecosystem is moving up the value chain, from service-oriented models to IP-driven 

innovation (Schumpeter, 1934). 
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However, challenges persist. Regulatory fragmentation across multiple bodies (RBI, SEBI, IRDAI) remains 

a hurdle for small startups. Funding gaps in non-metro regions, despite the surge in activity, still prevent many 

early-stage entrepreneurs from reaching the growth phase. To unlock the full potential of this decade, there 

must be a continued focus on strengthening international "innovation bridges," reforming skill development 

through industry-driven training (similar to the German dual education model), and fostering a sustainable 

environment for sovereign technology development. In summary, the Indian startup ecosystem is no longer 

just a collection of new companies; it is the engine of a structural transformation that is making the national 

economy more competitive, inclusive, and future-ready on the global stage. 
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