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Abstract: In today’s fast-growing business world, startups are an important part of the business economy and one of the largest job-

producing sectors. Start-ups are usually set up to counter the lack of industry or marketplace and the set-up depends on various factors 

such as location, economy, culture, etc. In this article, we have tried to give an overview of the startup industry in the US and India and 

have touched on several key points such as taxes, funding, regulations, etc. that are important while setting up a startup. 
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1. Introduction 
 

Entrepreneurship takes place in many different forms. The 

course and nature of the start-up is often governed by 

various motivations and possibilities. Start-ups are usually 

set up in response to need or lack in the marketplace or 

industry. So, different marketplaces can be responsible for 

the setting up of different companies. Therefore, 

entrepreneurship in India is different from that in the USA. 

The factors driving the need for entrepreneurship i.e. 

society, economy, culture etc. are different in both countries. 

These factors lead to different needs that entrepreneurs 

mustcater to. 

 

1.1 Entrepreneurship in India 

 

Entrepreneurship in India is a successful practice due to 

India’s great tech talent and entrepreneurial zeal. Many 

successful start-ups are at the forefront of driving massive 

tech transformation in India, as well as job creation. And 

many of them are building products and services that are 

competing globally. 

 

In order to understand the development of the 

entrepreneurship industry in India, we have to first look at 

the pre-1991 era. This was the time when most of the 

business and trade were dependent on working with 

governmental institutions and catering to the needs of 

government. The social connections and bureaucracy were 

far more important than the original function of the business. 

The primary aim was to reduce the consumption of western 

goods. But after the government liberalised the economy in 

1991, the business landscape in the country changed 

suddenly. Now, the traditional businesses had to compete 

with the greater foreign companies with better technology. 

This helped in the boom of IT culture in India as family or 

traditional businesses were all involved in the development 

of traditional goods
1
. 

 

In 2006, the share of China and India in the global level was 

only 2 percent, but they can account for a 25% share on the 

global level today [2]. India is now ranked 3rd (only behind 

US and China) for the greatest number of start-ups and is at 

the top in terms of the number of new start-ups every day. 

According to the reports, around 50,000 start-ups were set 

up in the country in 2018. This indicates that India has a 

tremendous amount of business opportunities
3
. 

 

 
 

1.2 Comparison of US and India 

 

The Indian start-up ecosystem is currently the third in the 

world and is continuously evolving. The US can still be 

called the start-up capital but in comparison to the US, India 

has approximately twice the number of new start-ups. Indian 

and US start-up ecosystems have many parallels but at the 

same time have some differences. Along with different 

economic and social opportunities, entrepreneurs in the US 

and India vary in other aspects too. As different countries 

have different opportunities for innovation, India saw a huge 

development in technology and thus led to setting up of tech 

related businesses. The new generation has many 

opportunities which the old one did not have. 
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There are some categories where we can see parallels as well 

as differences between the two ecosystems- 

 

Population: India and the US are currently 2nd and 3rd 

respectively in terms of their population. In 2015, India had 

a population of about 1.3 billion whereas there were only 

330 million people living in the US i.e., a quarter of that in 

India
4
. 

 

Number of Start-ups: In recent times, the Indian start-up 

ecosystem is scaling fast. According to the reports, the US 

had around 10 times more start-ups than India in 2015. The 

US had approximately 45,000 start-ups to its name while 

India had only 4400. In fact, the number of start-ups in India 

has nearly tripled from 4400 in 2015 toover 11,500 by 

2020.Owing to the population in both the countries, the 

people involved per start-up in India is quite more than that 

of the US
4
. 

 
 

Number of investors: Most of the funding for a start-up 

comes from Angel Investors and Venture Capitalists. In 

2015, the number of Angel investors in India were around 

whereas in the US, the number was close to 3,00,000. Also, 

VC funding in India was approximately $6.5 billion whereas 

in the US, it was $47 billion
4
. 
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Venture Activity Declined in 2016 in the US, but the invested Capital is still high 
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Unicorns: A start-up with a valuation of $1 billion or more 

is known as ‘unicorn’. It can be calculated either by using 

the relative value of prior investments or market 

capitalization. In 2015, India had about 15 unicorn 

companies while the US had close to a 100 (although the 

population of India is 4 times that of the US). Most of the 

unicorns in India are from metropolitan cities such as Delhi-

NCR, Bengaluru etc. 

 

 
 

But ‘unicorn’ cannot be considered as a true indicator of 

success. This is because ‘value creation’ is far more 

important than ‘value’. Many great and flourishing start-ups 

are either bought or are merged with big companies before 

they are able to reach the ‘unicorn’ status
5
. 
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Government Regulation: Indian economy should be more 

investor friendly. The government regulations have not been 

very helpful for the entrepreneurial ecosystem in India. As 

per the report of World Bank’s Ease of Doing Business Index 

2017, India is ranked 130 out of 190 countries. On the other 

hand, the US has a better performance with a rank 51 and 

requires less procedures to start a business
3
. Although, there 

have been government initiatives such as establishing of Rs. 

10,000 crores FFS, reducing taxes and creating other 

friendly policies, but still the governmental support to Indian 

start-up ecosystem is quite less as compared to that of US 

and China. Also, there has been a lot more policy 

uncertainty in India as compared to the US and UK
4
. 

 

Taxes: There is not much difference between the marginal 

corporate tax of India and the US with 38.6% for the former 

and 38.9% for the latter. One of the biggest concerns for the 

start-up ecosystem has been Angel tax which is currently 

30% in India. This threatened the survival of some budding 

start-ups; therefore, some companies have been exempted 

from paying this tax
4
. 

 

Apart from the above factors, start-ups in the two countries 

tend to differ due to some social factors too. Some of them 

are: 

 

Failure: In the US, failure may be seen as the stepping stone 

to success as they celebrate comebacks as gladly as success. 

Conversely, in India, failure is something which is usually 

frowned upon and is considered a bad omen. Given the fact 

that a majority of the start-ups fail, Indian ecosystem must 

increase its tolerance for initial failures and should instead 

encourage the failure which may help in future success
6
. 

 

 
 

2. Funding 
 

In the US, the concept is given much more importance as 

compared to the revenue model or business model of the 

start-up. Whereas in India, investors are usually interested in 

giving cash if the start-up can present a strong revenue 

model. Thus, access to capital is somewhat limited in India. 

This may result in some missed opportunities in India as in 

the US, many start-ups sacrifice revenue and profit to refine 

their product and gain a customer/user base
6
. 
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Customer base: The US start-up ecosystem is renowned for 

its great customer base as it is easy to retain and repeatedly 

serve an already existing customer as compared to attracting 

new customers. According to recent studies, Indian start-ups 

are not as successful in retaining the customers as their 

American counterparts. The Indian start-ups must improve 

their customer retention figures that would help in the fast 

growth and better revenues in future
6
. 

 

Gender Inequality: Although the US start-up ecosystem is 

good in terms of gender equality but still has a long way to 

go. In India, only 25% of the total workforce comprises 

women and only 15% of the women are members of board 

of companies. In India, 98% of the women entrepreneurs 

want their start-up should also have a positive social 

outcome whereas in the US this percentage is limited to 

86%. In contrast to this, 43% of men in the US and 41% of 

men in India want their start-up to also have a positive social 

outcome
1
. 

 

 
 

Employee base: In the US, there is a tough competition for 

recruiting the best talent out there. So, start-ups usually tend 

to give great perks and recognition (i.e., higher position in 

the company ladder) to talented people to attract them. This 

helps in faster growth for the company and enhances the 

work culture environment. On the other hand, in India, most 

of the employees let go of perks and recognition to retain 

their high salaries in established companies
6
. 
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The US Start-up ecosystem has long been benefiting from 

all kinds of talent around the world by attracting them. But 

the rapidly improving social and economic conditions in 

India will now encourage entrepreneurs in India to start their 

own businesses and use ideas from other entrepreneurial 

ecosystems to develop their business in India
6
. The present-

day India is nothing like its older self and is the leading 

producer in terms of IT industry, healthcare etc. It is one of 

the fastest growing markets of the world (comparable to US 

and China). All of this is due to the fact that young 

entrepreneurs are starting their own enterprises and are 

competing with big international companies. 

 

References 
 

[1] https://www.inc.com/aj-agrawal/the-differences-of-

entrepreneurship-in-india-compared-to-the-u-s.html 

[2] https://www.vccircle.com/queue-management-firm-

sminq-acquires-ux-focused-startup-codepandora 

[3] https://analyticsindiamag.com/big-story-the-lonely-

journey-of-tech-startup-founders-their-struggles/ 

[4] https://www.tandongroup.com/2015/03/01/ecosystem/ 

[5] https://www.financialexpress.com/industry/sme/msme-

other-not-valuation-value-creation-true-measure-of-

business-growth-heres-what-india-can-do-to-take-on-

us/1806702/ 

[6] https://www.forbes.com/sites/ajayyadav/2016/08/18/how

-startup-culture-in-india-differs-from-the-u-

s/?sh=9a75a46bedb6 

[7] https://inc42.com/datalab/presenting-the-state-of-indian-

startup-ecosystem-report-2020/ 

Paper ID: SR21714171643 DOI: 10.21275/SR21714171643 1132 

https://www.inc.com/aj-agrawal/the-differences-of-entrepreneurship-in-india-compared-to-the-u-s.html
https://www.inc.com/aj-agrawal/the-differences-of-entrepreneurship-in-india-compared-to-the-u-s.html
https://www.inc.com/aj-agrawal/the-differences-of-entrepreneurship-in-india-compared-to-the-u-s.html
https://www.vccircle.com/queue-management-firm-sminq-acquires-ux-focused-startup-codepandora
https://www.vccircle.com/queue-management-firm-sminq-acquires-ux-focused-startup-codepandora
https://www.vccircle.com/queue-management-firm-sminq-acquires-ux-focused-startup-codepandora
https://analyticsindiamag.com/big-story-the-lonely-journey-of-tech-startup-founders-their-struggles/
https://analyticsindiamag.com/big-story-the-lonely-journey-of-tech-startup-founders-their-struggles/
https://analyticsindiamag.com/big-story-the-lonely-journey-of-tech-startup-founders-their-struggles/
https://www.tandongroup.com/2015/03/01/ecosystem/
https://www.financialexpress.com/industry/sme/msme-other-not-valuation-value-creation-true-measure-of-business-growth-heres-what-india-can-do-to-take-on-us/1806702/
https://www.financialexpress.com/industry/sme/msme-other-not-valuation-value-creation-true-measure-of-business-growth-heres-what-india-can-do-to-take-on-us/1806702/
https://www.financialexpress.com/industry/sme/msme-other-not-valuation-value-creation-true-measure-of-business-growth-heres-what-india-can-do-to-take-on-us/1806702/
https://www.financialexpress.com/industry/sme/msme-other-not-valuation-value-creation-true-measure-of-business-growth-heres-what-india-can-do-to-take-on-us/1806702/
https://www.financialexpress.com/industry/sme/msme-other-not-valuation-value-creation-true-measure-of-business-growth-heres-what-india-can-do-to-take-on-us/1806702/
https://www.forbes.com/sites/ajayyadav/2016/08/18/how-startup-culture-in-india-differs-from-the-u-s/?sh=9a75a46bedb6
https://www.forbes.com/sites/ajayyadav/2016/08/18/how-startup-culture-in-india-differs-from-the-u-s/?sh=9a75a46bedb6
https://www.forbes.com/sites/ajayyadav/2016/08/18/how-startup-culture-in-india-differs-from-the-u-s/?sh=9a75a46bedb6
https://inc42.com/datalab/presenting-the-state-of-indian-startup-ecosystem-report-2020/
https://inc42.com/datalab/presenting-the-state-of-indian-startup-ecosystem-report-2020/
https://inc42.com/datalab/presenting-the-state-of-indian-startup-ecosystem-report-2020/



