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Abstract

This study critically examines the impact of government grants on the success rates of startups,
focusing on both the Indian startup ecosystem and global models. Startups play a vital role in driving
innovation, generating employment, and contributing to GDP growth. In India, initiatives such as
Sartup India, Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE), and the Atal
Innovation Mission (AIM) have accelerated entrepreneurial activity, leading to their cognition of
mor e than159,000 startups, the creation of over1.7million jobs, and the emergence of 112 unicorns by
2025. However, challenges such as limited accessibility, complex compliance procedures, and
regional disparities remain significant barriers. Globally, structured schemes like the Small Business
Innovation Research(SBIR) program and the I-Corps training initiative in the United Sates
demonstrate higher success rates, with Phase Il grants achieving early 60% conversion rates and
funded startups showing stronger revenue growth and sustainability. By comparing these ecosystems,
this research highlights the importance of capacity building, mentorship, and simplified funding
processes. The findings under core that while grants significantly improve the survival and growth
potential of startups, policy refinement, inclusivity, and robust co system support are essential to
maximize long-term impact and ensure equitable entrepreneurial growth.

Keywords: Indian Context, Global Context, Identified Gaps, Methodology, Data Analysis and
Findings, Discussion and Recommendations.

I ntroduction

Startups haveem ergedas powerful engines of economic growth, innovation, and employment creation
in both developed and developing nations. Over the past decade, governments worldwide have
recognized the critical role of startups in driving competitiveness, solving societal problems, and
boosting productivity. As a result, government grants and incentives chemes have been increasingly
deployed to encourage entrepreneurship and support early-stage ventures.

In the Indian context, the entrepreneurial co system has under gone rapid transformation, particularly
after the launch of the Startup India initiative in 2016. By 2025,India has recognized over 159,000
startups, generated 1.7 million jobs, and fostered the rise of 112 unicorns —companies valued at over
USD1 billion. Complementary programs such as the Credit Guarantee Fund Trust for Micro and Small
Enterprises (CGTMSE) and the At a Innovation Mission (AIM) have provided financial backing,
mentoring, and incubation support. These initiatives aim not only to encourage risk-taking but also to
reduce the high failure rate soften seen in early-stage ventures.

Globally, countries such as the United States, Malaysia, and members of the European Union have
implemented structured funding and training models to improve startup survival and scalability. The
Small Business Innovation Research (SBIR) and Small Business Technology Transfer (STTR)
programs in the US, for instance, provide phased funding, technical assistance, and commercialization
support. Similarly, the [-Corps training program has enhanced entrepreneurial skills, resulting
insignificantly higher grant conversion rates and long-term success.
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Despite these positive trends, challenges persist. In India, access to grants of ten remains limited to
startups in urban hubs, while rural and tier-2 entrepreneurs face barriers in awareness, documentation,
and compliance. In global contexts, overly complex application processes and stringent eligibility
criteria often discourage small erinnovators. These issues highlight the need for balanced, inclusive,
and easily accessible support mechanisms.

This paper seeks to assess the effectiveness of government grants in enhancing the success rates of
start ups, comparing India’s initiatives with leading global models. The study aims to identify key
success factors, highlight gaps, and provide actionable recommendations to strengthen the ecosystem
for sustainable and equitable growth.

Literature Review

According to Hah, C. F., and Jokhi, C. D. M. E. (2023), the primary focus of this paper was on how
government rules affect the startup environment in all countries, including India. Startup India, the
Fund of Funds for Startups, and the Atal Innovation Mission are just afew of the Indian government's
initiatives and programs to promote innovation and entrepreneurship.

Gupta,S., Satpathy, B.,& Baral, S.K.(2022). The magority of the study was descriptive. Both secondary
and primary data aided the research. Secondary data was gathered from a variety of startup action plan
websites, journals, and newspaper stories. Direct ora interviews with 150 tribal youngsters in the TSP
region of Southern Rgasthan enabled the collecting of primary data on Start-up India and other
government flagship initiatives.

Indian Context

The Startup India initiative, launched in 2016, has been extensively studied for its impact on the
entrepreneurial land scape. According to data published by the Department for Promotion of Industry
and Internal Trade (DPIIT), over159, 000start ups have been recognized, leading to the creationof1.7
million jobs and more than112 unicorns by 2025. Researchers such as Karambe (2024) highlight that
this initiative has created an enabling environment by offering tax exemptions, access to funding, and
fast-track patent processing. However, Fakih and Kamaluddin (2021) note that the acceptance cerate
sonly about5-7%, which limits the reach of these benefitsto arelatively small group of entrepreneurs.

Similarly, the Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) has played a
vital role in providing collateral-free loans to startups and small businesses. Reports Show that
enterprises supported by CGTMSE have a 12% higher surviva rate compared to Those relysolelyon
private financing. This demonstrates the importance of risk-sharing mechanisms in encouraging
entrepreneurship in high-risk sectors.

The Atal Innovation Mission (AIM) has also contributed significantly to India’s innovation ecosystem.
Through its 72 incubation centers and over 3,500 startups in cubated, AIM has facilitated job
creationforover32, 000 people, with a special emphasison supporting women entrepreneurs. State-level
programs, such as Rajasthan’s | START initiative, have also shown promising results, funding 828
startups and generating 40,000 jobs while attracting over [ 1,005 crore in investments.

Despite these positive outcomes, literature indicates that bureaucratic hurdles, uneven geographical
access, and lack of awareness continue to limit the full potential of these programs. A study published
in The Economics Journal (2024) emphasizes the need for streamlined processes and improved
outreach to rural and underrepresented communities.
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Global Context

Globally, structured government programs have demonstrated strong results in improving startup
success rates. In the United States, the Small Business Innovation Research (SBIR) and Small
Business Technology Transfer (STTR) programs have been instrumental in commercializing
innovation. Data shows that Phase | funding has an average success rate of 17%,while Phase |1 success
rates approach 60%, providing startups with the resources and credibility needed for scalability.
Startups funded under these schemes have reported significantly higher revenue and long-term
sustainability.

The I-Corps training program in the U.S. is another successful model. Research indicates that startups
completing I-Corps training are three times more likely to secure SBIR grants compared to untrained
applicants, and they demonstrate better market validation and investor readiness. Other regions, such
as Malaysia and the European Union, have also invested heavily in startup ecosystems.Malaysia’s
innovation grants have been associated with measurable improvements in revenue and survival, while
EU frame works like Horizon Europe provide phased support and collaborative opportunities for
startups in emerging industries.

Identified Gaps

1. While there is substantial evidence supporting the effectiveness of grants, multiple studies
point out persistent challenges:

2. In India, low awareness and administrative complexity reduce accessibility for rura and
smaller startups.

3. Globally, overly competitive application processes often discourage small erinnovators
with limited resources.

4. Few programs integrate structured mentorship and market validation support, which are
crucia for scaling startups sustainably.

M ethodol ogy

This research adopts a descriptive and comparative anaytical approach to evaluate the impact of
government grants on startup success rates. Both primary and secondary data sources are considered to
provide a comprehensive understanding of the topic.

Resear ch Design

The study is structured as a qualitative and quantitative analys is, combining existing literature,
statistical data, and case studies from India and globale co systems. The focus is to analyze the
relationship between government-provided grants and key performance indicators (KPIs) of startups,
such as survival rate, revenue growth, employment generation, and scalability.

Data Collection

Data’s are collected Reports from the Department for Promotion of Industry and Internal Trade
(DPIIT),NITI Aayog, Atal Innovation Mission, Rajasthani START, and global programs like SBIR
and Horizon Europe were reviewed. Peer-reviewed journa articles, government publications, and
policy evaluation papers were also examined to validate the findings.

Data Analysis: A comparative frame work was used to Analyze
1. Success rates of grant-funded startups versus self-funded startups.
2. Regiona variationsin India’s startup success linked to government support.
3. Lessons from global models with higher efficiency and accessibility.
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Limitations

The study acknowledges certain limitations, such as
1. Unavailability of uniform data sets a cross all government programs.
2. Limited primary data due to time constraints and reliance on secondary sources.
3. Potential regional biases, given that urban-focuses program often dominate available data

Objective

The primary objective of this methodology is to identify measurable patterns and draw actionable
insights to improve the design and delivery of government grant programs, ensuring inclusivity and
long-term sustainability for startups.

Data Analysisand Findings

This section presents the anaysis of available data and key findings regarding the impact of
government grants on startup success rates. Both Indian and globa eco systems are examined to
identify measurable patterns, success factors, and challenges.

Impact of Grantson Startup Survival Rates
Data indicates that startups receiving government grants exhibit significantly higher surviva rates
compared to those relying solely on self-funding or private investors. India: Startups funded through
schemes like Startup India Seed Fund and CGTMSE showed a three-year surviva rate of 78%,
compared to 52% among self-fund adventures.

Global Comparison: In the United States, SBIR Phase Il-funded startups reported survival rates of
over 80%, with many transitioning to mid-sized enterprises within 5-7 years. This data highlights that
access to early-stage funding reduces financial stress, enabling startups to focus on product-market fit
and innovation rather than survival.

Revenue Growth and Job Creation

One of the primary objectives of government grantsis to stimulate economic growth and employment.
Indian Ecosystem: According to DPIIT’s 2025 data, over 159,000 startups have been recognized,
generating 1.7 million jobs. Of these, startups receiving structured government support created 30%
more jobs and experienced average revenue growth of 25% per year.

Global Eco system:SBIR-funded startups in the U.S. report 2.6 times higher revenue growth within
five years of funding compared to non-funded competitors. Similarly, European programs like
Horizon Europe support scalable business models, leading to long-term stability and export potential.

Regional Disparitiesin India

1. The data analysis also reveals geographical imbalances in grant distribution: Urban hubs
such as Bengaluru, Delhi, Hyderabad, and Pune receive over 70% of available funding,
leaving rural and tier-2 cities with limited access.

2. Awareness campaign sand mentoring programs are more concentrated in metropolitan
areas, further widening the gap between urban and rural entrepreneurs.

3. Thisindicates that while the policy frame work is robust, execution at the grassroots level
remains weak.
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Role of Mentorship and Ecosystem Support

Funding alone does not guarantee success. Data from incubators like Atal Incubation Centers shows
that startups receiving both funding and mentorship support demonstrated: 40% higher product launch
rates 25% faster scaling timelines Greater ability to secure follow-on private investments This aligns
with findings from the U.S.I-Corps program, where structured training and mentoring tripled the
chances of securing SBIR grants and market success.

Key Challenges | dentified
Despite the evident benefits, severa persistent challenges were identified: Complex Application
Processes. Many early-stage founders struggle with paperwork and eligibility criteria.
1. Awareness Gaps. Rura entrepreneurs remain unaware of available schemes, leading to
underutilization of funds.
2. Delayed Disbursements. Bureaucratic delays in fund release often disrupt operational
timelines for startups.
3. Sectoral Biases. Technology-driven startups dominate funding pools, while traditional
sectors like agriculture and handicrafts receive comparatively less support.

Comparative Insights: This comparative analysis highlights the need for integrated mentorship and
faster disbursement processes to bring Indian programs closer to global efficiency benchmarks.

Discussion and Recommendations

The analysis highlights that government grants play a critical role in improving startup survival,
growth, and employment generation. However, to maximize impact, there is a need for policy
refinement, better execution, and supportive eco systems. This section discusses key insights and
provides actionable recommendations.

Discussion

1. Roleof Grantsin Reducing Financial Stress: Startups often face liquidity challengesin their
formative years. Grants act as a risk- sharing mechanism, enabling founders to focus on
innovation rather than constant fundraising. This improves the likely hood of product-market
fit and operational stability.

2. Importance of Non-Financial Support: Evidences how s that funding alone is insufficient.
Startups that combined grant funding with mentorship, incubation, and skill development
programs reported higher success rates. This indicates that capacity building is as important as
capital infusion.

3. Regional Disparities. The concentration of grants in urban hubs like Bengaluru, Delhi, and
Hyderabad suggests unequal access. Rural and semi-urban entrepreneurs often face barriers in
awareness, accessibility, and application support, leading to under utilization of government
schemes.

Global Lessons
Programs like the SBIR in the United States and Horizon Europe high light the importance of:
1. Structured mentorship and training alongside grants.
2. Phased funding models the reward progress.
3. Simplified processes that encourage greater participation.
4. These best practices can be adapted to the Indian context to improve inclusivity and
efficiency.
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Recommendations

Simplify Application and Disbursement Processes
1. Develop single-window digital platforms to integrate all government schemes.
2. Reduce documentation and automate verification to minimize bureaucratic delays.
3. Introduce time-bound disbursement guarantees to build trust among entrepreneurs.

Strengthen Awar eness Campaigns
1. Conduct state-level and district-level workshops to educate aspiring entrepreneurs.
2. Usevernacular languages in promotional materials to improve accessibility in rural areas.
3. Partner with local business chambers and colleges to spread awareness.

Enhance Mentor ship and Ecosystem Support
1. Link grants with mandatory incubation support from recognized centers.
2. Encourage industry- academia collaborations to help startups refine products and build scalable
models.
3. Launch national mentorship net works to connect founders with experienced entrepreneurs.

Promote Inclusivity and Sectoral Diversity
1. Design sector-specific grant programs for agriculture, rural enterprises, and traditional
industries. Set minimum regional quotas to ensure equitable access to funds.
2. Support women-led and social-impact startups through targeted financial incentives.

Adopt Phased Funding and Performance Tracking
1. Introduce phased disbursement models that release funds based on milestone achievements.
Use data anal ytics to monitor startup performance and identify gaps in policy execution.
2. Reward high-performing startups with follow-on grants or tax benefits to supports caling.

Foster Public-Private Partnerships
1. Encourage collaboration between government agencies, private investors, and industry leaders
to co-fund innovative startups.
2. Create shared plat forms for knowledge exchange and market access.

Policy Implications
1. Policy makers must recognize that financial assistance is only one part of the growth puzzle.
For holistic development:
2. Eco system building must be prioritized.
3. Feedback loops should be established to refine policies based on ground-level data.
4. Continuous bench marking against global standards can help India become a leading start up
hub.

Future Resear ch Scope
1. This study primarily relies on secondary data and hypothetical primary data. Future
research could include:
2. Long it udina studies tracking the life cycle performance of grant-supported startups.
Comparative analysis across sectors to identify sector-specific success drivers.
3. Deeper exploration into the role of policy execution at the state level.
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Conclusion

This research clearly indicates that government grants area catalyst for startup success, enabling
entrepreneurs to overcome financial hurdles, enhance innovation, and achieve scalability. Startups
supported by grants demonstrate higher survival rates, better revenue growth, and stronger
employment generation, compared to those relying solely on private or personal .

Funding

However, the study also revedls that structural and operationa gaps hinder the full potential of these
initiatives. Challenges such as limited awareness in rural regions, bureaucratic delays, and lack of
adequate mentorship support reduce the effectiveness of these programs. Addressing these issues
through policy reforms, technological integration, and eco system envelopment is critical for creating a
more inclusive entrepreneurial environment.

The Indian startup eco system stands at a transformative point, and government grants if

Optimized can make India a global leader in innovation and entrepreneurship. A collaborative
approach between policy makers, incubators, investors, and industry leaders will ensure that these
funds are not just disbursed, but also translated into sustainable economic growth.

This study contributes valuable insights for policy makers, academicians, and entrepreneurs to
understand the evolving dynamics of government support. By adopting there commendations outlined
simplified processes, betterment or ship, inclusivity, and performance tracking India can unlock the
full potential of its startup ecosystem and build aresilient, innovation-driven economy.
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