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Abstract 

The emergence of entrepreneurial ecosystems for start-ups in different parts of the world is  a recent 

phenomenon; it has become visible only since the early 2000s. The globalization has made a 

tremendous impact of  startup culture in  India. The Indian youth consider entrepreneurship as  a 

potential option for career option for many talented people.  However, Indian entrepreneurs will have 

to evolve business  models that are different from those that worked in the West. Technology based 

entrepreneurship leading to rapid creation of tech start-ups is assuming  increasing attention 

worldwide. It is important to  note these ecosystems focus on specific areas/sectors and present 

different characteristics  and dynamics.Startup companies are newly born companies which struggle 

for existence. These entities are mostly formed based on brilliant ideas and grow to succeed. This 

paper tries to conceptualize the phenomenon, i.e. ―startup‖, and recognize the challenges they might 

face. After reviewing the life cycle and the challenges, the paper concludes with some concluding 

remarks.  
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Introduction: 

In recent years the fields of entrepreneurship studies, economic geography, urban economics, and the 

economics of entrepreneurship have moved closer to each other through research on the context of 

entrepreneurship (Ucbasaran et al., 2001; Welter, 2011; Zahra et al., 2014; Autio et al., 2014), the 

growing recognition that not all types of entrepreneurship are equally important for economic growth 

(Henrekson&Sanandaji ,2014; Stam et al., 2009; 2011; Wong et al., 2005), and the increasing interest 

in the entrepreneurial actor within urban and regional economics (Acs&Armington, 2004; Feldman, 

2001; Glaeser et al., 2010). These developments have culminated in an emerging entrepreneurial 

ecosystem approach that explicitly focuses on how urban and regional contexts affect ambitious 

entrepreneurship. In this chapter we will review and discuss this emergent entrepreneurial ecosystem 

approach. We define entrepreneurial ecosystems as a set of interdependent actors and factors 

coordinated in such a way that they enable productive entrepreneurship within a particular territory. 

We see productive entrepreneurship (Baumol, 1990) as an outcome of successful ambitious 

entrepreneurship. Ambitious entrepreneurs are individuals exploring opportunities to discover and 

evaluate new goods and services and exploit them in order to add as much value as possible (Stam et 

al., 2012). That means more than just 'being your own boss' or 'pursuing self-fulfilment' through 

business ownership, ambitious entrepreneurs attach importance to the performance and success of their 

ventures and seek to quickly scale up (Stam et al., 2012). In practice ambitious entrepreneurs are more 

likely to achieve substantial firm growth, innovation or internationalization than the ‗average‘ 

entrepreneur 

 

Though recent interest in entrepreneurial ecosystems amongst academic researchers is driven by its 

popularity with policymakers and entrepreneurs, it is part of a larger trend in entrepreneurship studies. 

The fundamental ideas behind entrepreneurial ecosystems were first developed in the 1980s and 1990s 

as part of a shift in entrepreneurship studies away from individualistic, personality-based research 

towards a broader perspective that incorporated the role of social, cultural, and economic forces in the 

entrepreneurship process (Dodd & Anderson, 2007). This was part of a wider movement away from 

conceptions of the entrepreneur as a solitary Schumpeterian ‗economic superman‘ and towards a more 



 

International Journal of Research in Economics and Social Sciences(IJRESS) 

Available online at: http://euroasiapub.org 

Vol. 8 Issue 6, June- 2018 

ISSN(o): 2249-7382 | Impact Factor: 6.939 | 
 

 

 

 

 
International Journal of Research in Economics & Social Sciences 

Email:- editorijrim@gmail.com, http://www.euroasiapub.org 

  (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.) 

247 

nuanced view of entrepreneurship as a social process embedded in broader contexts (Nijkamp, 2003; 

Steyaert& Katz, 2004). In particular, the place that entrepreneurship takes within is seen as having a 

crucial impact over the entire entrepreneurship process, from the ability and willingness of nascent 

entrepreneurs to start a firm to their ability to find venture capital and eventually structure an exit from 

the firm. Works by Pennings (1982), Dubini (1989), Van de Ven (1993) and Bahrami and Evans 

(1995) developed the concept of an ‗entrepreneurial environment‘ or ecosystem in order to explain the 

influence regional economic and social factors have over the entrepreneurship process 

 

India now is different from India a decade ago. Last 10 years have seen rapidtechnology 

adaptation by the Indian Industry and consumers. Right now, India has 1.1 billion mobile phone 

connections and about 450 million internet users. This in turn provides a potential to reach out to 

different sets of consumers like neverbefore and potentially address large number of issues that exist in 

the country. 

 

When you hear the word India, is entrepreneurship the first idea that comes to your mind? Maybe 

not - especially because according to Fortune Magazine, a significant number of investors initially 

believed that the new Trump administration will impede the growth of globalization, directly 

impacting startup cultures in growing countries like India. However, contrary to this popular belief, 

the pursuit of entrepreneurial ventures is mainstream for India‘s youth. 

 

According to The Business Times of India, 83% of India‘s workforce desires an entrepreneurship 

career. With 19,000 startups being operated in India, the country‘s appeal to this branch of business 

demonstrates how innovation is being redefined by the expansion of globalization. 

 

One social entrepreneur who has acted as a trailblazer in creating jobs for people living in rural India 

is ManavSubodh. Subodh is the Cofounder for 1M1B, 1 Million for 1 Billion. This organization 

provides stability to communities in India and beyond through employment. After working in the 
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corporate sector for seventeen years with companies such as Ernst and Young (EY), Intel, Hughes, 

and QAI, Subodh believed that he was not making the impact he wanted through his career. This 

influenced him to establish 1M1B in 2014, with a focus on helping women ages eighteen to twenty-

five in the most rural parts of the world. 

 

Realizing the potential India has, in the last 10 years over 40  American VCs have opened their offices. 

Investors from other locations (China, Japan, Singapore, etc.). Entrepreneurship is considered as a 

potential career option for many talented people.  However, Indian entrepreneurs will have to evolve 

business  models that are different from those that worked in the West. 

 

 

Entrepreneurial Ecosystem for Start-ups: Concept and Importance: 

 

Startup Ecosystems around the world have witnessed an increased burst of entrepreneurship that has 

seen new ones founded and existing ones experiencing maturity.  Recent surveys identify more than 20 

startup systems globally that shows their different endowments and strong points from 

entrepreneurship, market size, funding and perspectives from key players including policy makers and 

investors. The report provides statistics and comparison of other ecosystems to Silicon Valley, which 

has experienced  tremendous development since fifty years ago. The phenomenon of startup 

ecosystems has been around for years, with its early developed on areas such as Silicon Valley and 

New York City. When thinking about the development of Startups, it is better to do so in terms of 

decades (Klein, 2009). In the first  decade entrepreneurs are likely to copy what is working elsewhere; 

the entrepreneurs are first timers and have a mix of success and failures. This was true for Silicon 

Valley from  1965-1975 (Klein, 2009). In the second decade, entrepreneurs are more confident 

andattempting for another round while there is a significant development infrastructure. In the third 

decade, the ecosystem is fully developed and producing formidable companies and isthe present 

Silicon Valley from the 1980s. 
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An entrepreneurial ecosystem is defined as ―a set of entrepreneurial actors (both potential and 

existing), entrepreneurial organizations (firms, venture capitalists, business angels, banks) institutions 

(universities, public sector agencies, financial bodies) and entrepreneurial processes (e.g. business 

birth rate, number of high growth firms, levels of blockbuster  entrepreneurship, number of serial 

entrepreneurs, degree of sell-out mentality withinfirms and levels of entrepreneurial ambition), which 

formally and informally coalesce to  connect, mediate and govern the performance within the local 

entrepreneurial environment‖(Mason and Brown, 2014).  

 

A start-up ecosystem is formed by people, start-ups in their various stages and various types of 

organizations in a location, interacting as a system to create new start-up ventures 

 

      Start-ups that are nurtured in a structured and vibrant regional entrepreneurial ecosystem have a 

higher probability of success relative to those that are not so nurtured  (Arrudaet al., 2013). This is 

because supportive entrepreneurial ecosystem is found to have a positive impact on start-up fertility, 

stability and growth (Cukieret al., 2016). A vibrant entrepreneurial ecosystem will have the ability to 

innovate, build exceptional enterprises and create jobs (Aleisa, 2013). 

 

 

Technology based entrepreneurship leading to rapid creation of tech start-ups is assuming  increasing 

attention worldwide (BalaSubrahmanya, 2015). This is because start-up ecosystems  around the world 

have witnessed an increased burst of entrepreneurship that has  seen new ones founded and existing 

ones experiencing maturity (Aleisa, 2013), and tech  start-ups are often viewed as important sources of 

innovation, productivity growth and  employment (World Economic Forum, 2014). They can also 

contribute to a country‘s competitiveness if they introduce new products or services (Muller and 

Rammer, 2012). 
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However, what is decisive is an appropriate entrepreneurial ecosystem for their emergence, survival 

and sustenance, and growth over a period of time (Arrudaet al., 2013). Therefore, ever increasing 

emergence of tech start-ups not just in the traditional bastions like Silicon  Valley (SV) and Boston, 

but all across the world covering emerging economies like India  has led to an unprecedented interest 

in the entrepreneurial ecosystem among researchers and policy makers alike. 

 

There is not a unique, single characteristic to influence the success of local entrepreneurship; an entire 

ecosystem is needed to foster entrepreneurship that is sustainable along time and thereby, bring 

positive social and economic impacts on the economy (Arrudaet al., 2013). A regional entrepreneurial 

ecosystem is an effective method to  endorse regional innovations and the development of the business 

environment, along with securing the growth of the domestic product and employment in a given 

country (Krajcik and Formanek, 2015). Further, the regional perspective is particularly relevant in 

terms of  policy because measures that aim at stimulating new business formation are, in most cases,  

region-specific rather than industry-specific (Fritsch and Noseleit, 2013). This implies it isthe strength 

of the regional entrepreneurial ecosystem, which can nurture and promote start-ups, that determines 

the rate of emergence as well as the rate of success of start-ups in different economies. 

 

The emergence of entrepreneurial ecosystems for start-ups in different parts of the world is  a recent 

phenomenon; it has become visible only since the early 2000s. It is important to note these ecosystems 

focus on specific areas/sectors and present different characteristics and dynamics. Therefore, each 

ecosystem has its own path of evolution over time (Cukieret al., 2016). The two often cited 

benchmarks for a vibrant entrepreneurial ecosystem are SV and Israel, which are uniquely identified 

for their success in entrepreneurship development and for generating in one year more successful start-

ups than other nations could create in years or decades. Both SV and Israel are not identical but 

distinct in their respective ambiances. However, they seem to contain a combination of variables in 

their ecosystem that encourages the entrepreneurial activity to blossom (Arrudaet al., 2013).  
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There are certain critical elements, components or stakeholders that are essential for a blossoming, 

healthy and structured entrepreneurship ecosystem, which need to be identified at the outset if they are 

to be promoted appropriately. Isenberg (2011) identifies them as the domains of entrepreneurship and 

suggests they would comprise (i) policy, (ii) finance, (iii) culture, (iv) supports, (v) human capital and 

(vi) markets. These generic domains interact in highly complex and idiosyncratic ways, and each 

ecosystem emerges under a unique set ofconditions and circumstances. The goal for any start-up 

ecosystem is to develop a self-sustaining network of talent  and resources that seek to solve issues 

affecting the wider entrepreneurial community. 

 

   To do that, ecosystems must have some critical components such as;  

 

 (i)Entrepreneurswith technical skills because it is a basic requirement in technologydevelopment, 

 

(ii)Availability of a variety of sources of funding because it is an important element in a good startup 

Eco-system for innovative ideas and 

 

 (iii)A favorable government regulation because it is  an important determinant of the success ofup- 

coming and existing start-ups.Government regulations are in terms of taxation, support, funding, 

incentives, education and training. 

 

Thus, the presence of entrepreneurs, funding, investors and all the major stakeholders make an ecosystem 

for start-ups. If an ecosystem is to become effective, it is crucial for the government to address these 

needs adequately to promote such an eco-system(Aleisa, 2013). 

 

Life Cycle of Start-Ups and   Ecosystem Components: 

       Entrepreneurship can emerge from large firms, both domestic and foreign, education and research 

institutes, R&D laboratories, existing start-ups and entrepreneurs/employees of MNCs returning from 

abroad. Bangalore has all of these. In fact, a good number of   returnees are from California, 
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particularly from the Silicon Valley, who were either start-up owners themselves or employees of 

MNCs who had exposure to start-ups and developed an inclination to become start-up owners back 

home. As discussed earlier, the culture of the new generation, which has a much wider exposure and 

experience, is not risk averse and is keen on experimenting. The wide publicity media provides to 

these newgeneration start-ups is evincing the interests of young minds—both employed and would be 

graduates—in the city. All of these contributed in the form of increasing number of prospective 

entrepreneurs for tech start-ups in Bangalore. 

 

Startup ecosystems go through six stages of development throughout their lifecycle.The first stage is 

discovery where the purpose is to validate whether a startup is solving afundamental difficulty and if 

anyone can theoretically be involved in the solution. This stageinvolves team formation, conducting 

customer interviews, creation of viable products,joining an incubator, financing from family and 

friends and bringing mentors and advisors onboard. This process takes between 5-7 months.  

 

The second stage is validation wherestartups seek to get early validation that people are interested in 

their products throughattention or actual purchase. This stage involves alteration of main features of 

theirproducts, growth of users, metrics and analytics implementation, seed funding and 

ensuringproduct fit.  

 

The third stage is efficiency where the rationale of a startup is to improve theirbusiness structure and 

improve competence of their customer acquisition process. Startupsshould be able to obtain efficiently 

clients in order to evade scaling with a hole-filled bucket.The stage goes through 5-6 months. The 

fourth stage is scale where startups endeavour tosteer growth insistently. Activities include massive 

customer acquirement, establishment ofdepartments, employ executives and enhance scalability 

(Blank, Eesley, 2012). 
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The life cycle of tech start-ups can be broadly divided into three stages: 

(i) Emergence,(ii) Survival and stability and (iii) Success and growth. 

Ecosystem Components Influencing Stages of Life Cycle in Tech Start-Ups. 

Sources of 

entrepreneurship 

Ideas to prototype to 

market identification  

Repeatable 

products/Repeated 

customers  

Scaling up  

1.MNCs 

2. Domestic large 

firms 

3. Startups 

4. Educational & 

Research 

Institutions 

5. Public R&D 

Institutions 

6. Returned 

Entrepreneurs or 

MNC employees 

from 

abroad 

1.Start-up Promotion 

Activities: 

Weekend meetings, 

workshops, 

conferences 

2.Accelerators/Business 

Incubators/ 

Co-working Spaces 

(ABC) 

3. Mentors:  

(a) Knowledge  

(b) Business 

4. Seed funders/Angel 

Investors 

5. Customer testing & 

Market identification 

6. Formal registration 

1. Mentors 

2. Large Firms 

3.AngelInvestors/VCFs 

4. Educational & 

Research Institutions 

5.Market Penetration 

1. Mentors 

2. VCFs/PEs 

3. Large Firms 

4. Educational & 

Research 

Institutions 

5. M&A/IPO 

6. Market expansion 

& 

increase in revenue 

 

 

 

 

                                           Stage I                        Stage II                             Stage III 

Emergence  Survival and stability Success and growth 
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The first stage is induced by the availability and quality of entrepreneurship and sources of 

entrepreneurship. The way entrepreneurs are able to give shape to their ideas and take it to the market 

determines the second stage. The degree of stability/success achieved in the second stage feeds into 

the third stage. A start-up may fail pre-maturely in the first stage itself; it may struggle to survive and 

sustain in the second stage but fail subsequently. Furthermore, it may succeed  and grow into the third 

stage and thereby go public or get acquired by another start-up or a large firm.  

 

Thus, failure of start-ups through either abortion of ideas pre-maturely, or infant mortality or death of 

adolescents/adults is a part and parcel of the different lifecycle stages of tech start-ups. 

Entrepreneurship can emerge from large firms, both domestic and foreign, education and research 

institutes, R&D laboratories, existing start-ups and entrepreneurs/employees of  MNCs returning from 

abroad.  

 

 

The second life cycle stage marks the stage of market penetration and fund raising for initial growth. 

Product repeatability and obtaining repeat customers are crucial at this stage. Such start-ups with 

market tested products look for early product/service adopters for stable market opportunities and for 

more funds, which are generally met by angel investors and occasionally by VCFs. The role of both 

technology mentors and business mentors continues to be crucial at this stage. Similarly, the role of 

large firms and/or public/private institutions as early adopters of their products/services is decisive. 

The required talent pool as the workforce for tech start-ups emerge from either large firms and/ or 

education and research institutions. Thus, the three key requirements of tech start-ups—finance, 

market and human resources—must be adequately met at this stage. The number and quality of tech 

start-ups emerging in an ecosystem is largely determined by the diversity of sources of 

entrepreneurship existing in the ecosystem. 

 

 In the third stage, if tech start-ups survive and stabilize after launching, they invariably aim at scaling 



 

International Journal of Research in Economics and Social Sciences(IJRESS) 

Available online at: http://euroasiapub.org 

Vol. 8 Issue 6, June- 2018 

ISSN(o): 2249-7382 | Impact Factor: 6.939 | 
 

 

 

 

 
International Journal of Research in Economics & Social Sciences 

Email:- editorijrim@gmail.com, http://www.euroasiapub.org 

  (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.) 

255 

up  their operations. That is, after the start-up has exhibited some track record, Series A funding is 

useful in optimizing product and user base. The objective is to exploit opportunities to scale up the 

product across different markets. In this round, it is important to have a plan for developing a business 

model that will generate long-term profit.  Broadly, the ecosystem for start-ups is said to pass through 

four different stages of evolution: (i) nascent, (ii) evolving, (iii) mature and (iv) self-sustainable 

(Cukieret al., 2016). 

 

Conclusions: 

 

 Technology entrepreneurship is assuming increasing visibility and importance globally  and India is 

no exception. Apart from the characteristics of start-up entrepreneurs, it is the entrepreneurial 

ecosystem in which a start-up is nurtured for its subsequent emergence and  operations, which largely 

determines not only the rate of emergence of start-ups but also  the rate of stability, sustenance, 

success and scaling up of start-ups to have a greater impact  on the economy in terms of employment, 

investment and national income. entrepreneurial ecosystem  for tech start-ups is attracting greater 

attention of policy makersand researchers alike. 

 

- An entrepreneurial ecosystem for tech start-ups emerges as a result of a variety of factors  interacting 

with one another in highly complex and idiosyncratic ways, as argued by  Isenberg (2011). Therefore, 

it is neither desirable nor feasible to replicate a successful one, even within the same country. What is 

appropriate is to understand the overall structure and its components. 

 

-An entrepreneurial ecosystem has a clearly definable structure and its components can be ranked in 

terms of role and importance. The system has a nucleus comprising  entrepreneurs/prospective 

entrepreneurs, with an outer layer comprising some critical  components such as (i) private enterprises 

(both domestic and MNCs), (ii) education and research institutions, (iii) positive government support 

for industry and infrastructure,  (iv) financiers in various forms, (v) nurturers (accelerators/business 

incubators/co-working places), and (vi) technology and business mentors. This is supplemented by 
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secondary factors in the form of (i) an exclusive start-up promotion policy, (ii) good weather, (iii) 

supportive media, and (iv) supportive culture. Although the critical components are indispensable, 

secondary factors are optional but add strength to the 

ecosystem vibrancy. 

 

   -An ecosystem is an evolving process but it will neither evolve naturally nor can it be built by an 

intelligent design. As argued by Isenberg (2011), ecosystems are usually the result of intelligent 

evolution, that is, a process which blends the invisible hand of markets and the deliberate helping hand 

of public policies. 

 

- Given the vibrancy and strength of an ecosystem, it is possible to assess its level of  maturity and 

identify the stage of evolution for further promotion toward the ultimate  stage of self-sustainability.its 

level of maturity and identify the  sustainability. 
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