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Abstract

The state of Madhya Pradesh, often referred to as the heart of India, has, attracted investments in a diverse
mix of sectors ranging from heavy engineering, information technology, electronics system design and
manufacturing (ESDM), Telecommunications and automobiles. As a result, one of the interesting aspects
about the state is the abundance of skilled technical workforce, thereby providing a tailor-made platform to
promote startups in the state. The state has evolved its policies to offer a startup friendly ecosystem with a
clear focus on incubation, funding and individual startups. The policy offers benefits and incentives across
various areas of intervention to startups. Madhya Pradesh has emerged as a potential hub for entrepreneurial
activity in India. The MP Startup Policy 2022 and initiatives like “Startup MP” have aimed to foster
innovation and promote startup culture. Despite these efforts, startups face several challenges in accessing
government schemes. This study explores these barriers empirically and compares MP’s performance with
states of similar economic and demographic contexts, including Rajasthan, Bihar, Uttar Pradesh, West
Bengal, Andhra Pradesh, and Odisha.The Government of Madhya Pradesh (MP) has initiated various
schemes and policies to promote startups, yet significant barriers limit their accessibility. This study
investigates these barriers using data from state-level reports, comparative analyses, and stakeholder insights.
It identifies challenges across institutional support, incubation and mentorship, funding access, regulatory
frameworks, market linkages, and awareness outreach. The paper provides actionable recommendations to

bridge these gaps, aiming to enhance policy efficacy and startup growth in the region.
Keywords: Startups, schemes, ecosystem, entrepreneurial activity.

1. Introduction

Challenges Faced by Startups in Accessing Government Schemes in MP:

1. Awareness and Outreach: Many startups are unaware of the available government schemes and
incentives. The 2019 report on Madhya Pradesh's startup ecosystem highlights the need for increased

awareness and outreach to ensure startups are informed about the support available to them.

2. Regulatory Hurdles: Complex regulatory frameworks can deter startups from availing benefits.
Simplifying regulations and providing clear guidelines are essential to facilitate easier access to

government schemes.
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3. Public Procurement Challenges: Startups often face difficulties in participating in government
tenders due to stringent eligibility criteria, such as prior experience and turnover requirements. While
the Madhya Pradesh government has made provisions to ease public procurement for startups, further

relaxation and effective implementation are needed to enhance participation.

4. Incubation Support: Limited access to quality incubation centers can hinder startups from receiving
necessary mentorship and resources. The state has been working to establish and upgrade incubators,

but challenges remain in ensuring widespread availability and accessibility.

5. Seed and Venture Funding: Access to adequate funding remains a significant barrier. Although the
state has initiated funds like the Madhya Pradesh MSME Fund Trust, startups still face challenges in

securing early-stage and venture capital funding.

6. Policy Implementation: While policies like the Madhya Pradesh Startup Policy and Implementation
Scheme 2022 have been introduced to support startups, effective implementation and timely
disbursement of benefits are crucial. Delays and bureaucratic procedures can impede startups from

accessing the intended support.

2. Literature Review

Studies on India’s startup ecosystem highlight the significance of state policies in fostering entrepreneurship.
Institutional support, funding access, and awareness campaigns are pivotal. However, empirical evidence
points to systemic inefficiencies, especially in tier-2 and tier-3 regions, which mirror MP’s demographic

composition. Comparative state-level analyses provide insights into best practices and persistent gaps.

Baporikar (2014), in her research paper "Youth Entrepreneurship in the Indian Scenario,” explores the role of
youth entrepreneurship in India, focusing on its integration with various factors such as business models for
youth entrepreneurship (YE), barriers affecting YE, and its impact on reducing unemployment. Similarly,
Kshetri and Kshetri (2016), in their article "Fostering Startup Ecosystem in India," highlight the factors and
consequences that contribute to the growth of India's startup ecosystem. Their research identifies key
determinants of entrepreneurship that influence entrepreneurial performance, including a) the regulatory

framework, b) values, culture, and skills, and c) access to finance, markets, R&D, and technology.

Andaleeb and Singh (2016), in their report titled "A Study of Financing Sources for Start-up Companies in
India,” detail the stages of startups and the financing options available at each phase. These stages include six
investment phases: Self-Funding or Bootstrapping, Friends and Family, Seed, Growth (also known as the
‘Early Stage’), and Expansion. Adhana (2016), in his paper "Start-Up India, Stand-Up India: India Turning
into a Start-Up Hub by Prospering Entrepreneurial Culture,” examines the Indian startup ecosystem,
discussing entrepreneurial culture, funding sources, types of investors, and the factors contributing to the

success or failure of startups.
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Manshani and Dubey (2017) conducted a study on women entrepreneurs in India, identifying various factors
that promote and encourage women’s empowerment through entrepreneurial development. Jha (2018), in her
article "Entrepreneurial Ecosystem in India - Taking Stock and Looking Ahead," emphasizes the role of

education, training, and socio-cultural factors in shaping India’s startup ecosystem.

Kalyanasundaram et al. (2021), in their paper "Tech Startup Failure in India: Do Lifecycle Stages Matter?"
investigate the causal factors and attributes that lead to the failure of tech startups compared to successful
ones. Chillakuri et al. (2020), in their article "Linking Sustainable Development to Startup Ecosystem in India
- A Conceptual Framework," propose a framework connecting the startup ecosystem with environmental
sustainability, emphasizing that sustainability extends beyond reducing carbon emissions to being a core

principle for organizations and society.

Finally, Garg and Gupta (2021), in their research "Startups and the Growing Entrepreneurial Ecosystem,"
discuss the contribution of startups to economic growth, the role of incubators in their development, the

significance of intellectual property (IP) protection, and the various stages of series funding for startups.
3. Research Methodology
This study employed mixed-methods research:

o Secondary Data: The analysis used in the paper is mainly of secondary data. Analysis of state-
specific startup reports, including MP’s Startup Policy 2022, and comparative data from high
performing states like Tamil Nadu, Maharashtra, Karnataka and Gujarat and similar performing states
like Rajasthan, Bihar, Uttar Pradesh, West Bengal, Andhra Pradesh, and Odisha.

o Evaluation Metrics: The study focused on seven criteria—Institutional Support, Incubation and

Mentorship, Fostering Innovation, Market Access, Funding, Capacity Building, and Sustainability.
4. Findings and Discussion

There are some criteria on which every state in India is assessed as far as the startup eco-syatem is there.
They are:

1. InstitutionalSupport:Refers to the policies, frameworks, and dedicated infrastructure provided by
the government to foster the startup ecosystem. This includes online portals, grievance mechanisms,
nodal agencies, and ease of doing business initiatives.

2. Incubation and Mentorship:Encompasses the availability of incubation centers, accelerators, and
mentorship programs that support startups through resources, guidance, and training. These programs
are critical for startups in early stages, helping with business strategies and scalability.

3. Fostering Innovation&Entrepreneurship:Focuses on initiatives to encourage creative solutions,
technology-driven innovation, and entrepreneurial ventures. This includes programs for R&D,

hackathons, and sector-specific innovation hubs to stimulate ideas and product development.
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4. AccesstoMarket:Indicates the ability of startups to connect with domestic and global markets
through investor meets, procurement facilitation, supply chain linkages, and business networking
opportunities. Effective market access helps startups scale their operations.

5. FundingSupport:Relates to financial assistance provided to startups through venture capital funds,
angel networks, grants, seed funding, and state-backed funding initiatives. Accessible funding is
crucial for startups to manage operations and growth.

6. Capacity Building of Enablers:Refers to the training and development of key ecosystem players
such as incubator managers, government officials, and startup mentors. It also includes awareness
campaigns and workshops to enhance the entrepreneurial skill set of stakeholders.

7. Roadmap to a Sustainable Future:lnvolves integrating sustainability goals into the startup
ecosystem, such as promoting renewable energy, green technologies, and ESG-compliant
(Environmental, Social, Governance) startups. A sustainable roadmap ensures long-term economic

and environmental viability.
4.1 Barriers ldentified:
4.1.1 Awareness and Outreach
o Despite conducting over 1200 workshops, awareness remains low in rural and semi-urban areas.
o Lack of targeted campaigns for tier-2 and tier-3 cities hinders inclusivity.
4.1.2 Institutional Support

e The “Startup MP” portal offers essential services, but user engagement is limited due to lack of

multilingual support and complex navigation.
o Grievance redressal mechanisms require faster query resolution.
4.1.3 Incubation and Mentorship

e MP has 50+ incubators, yet regional disparities exist. Most facilities are concentrated in Indore and
Bhopal.

e Mentorship programs lack sector-specific customization.
4.1.4 Funding Access
e The MP Venture Finance Fund supported 110 startups, but early-stage funding is scarce.
o Complex application processes deter small startups from availing benefits.
4.1.5 Public Procurement
o Startups face challenges in accessing government tenders due to high eligibility thresholds.

o Limited exemptions for startups in procurement policies.
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4.1.6 Regulatory Frameworks
o Startup registration processes have improved, but delays in approvals persist.
o Sector-specific regulatory guidance is insufficient.
4.1.7 Market Access and Sustainability
« Limited programs to connect startups with domestic and global markets.
o Support for renewable energy startups is commendable but lacks scalability.

5. Comparative Analysis

5.1 Madhya Pradesh vs. High Performing States on Challenges Faced by Startups in Accessing
Government Schemes:While Madhya Pradesh has made commendable efforts with focused policy
interventions and institutional support, states like Karnataka, Maharashtra, Gujarat, and Tamil Nadu remain

ahead due to robust international linkages, advanced incubation systems, and higher resource allocation.

Tablel:Comparison of Madhya Pradesh with High Performing States in Accessing Government Schemes:
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5.2Madhya Pradesh vs. Similar Performing States on Challenges Faced by Startups in Accessing
Government Schemes:Madhya Pradesh shares many challenges with states like Rajasthan, Bihar, Uttar

Pradesh, West Bengal, Andhra Pradesh, and Odisha in enabling startups to access government schemes.

Table2:Comparison of Madhya Pradesh with Similar Performing States in Accessing Government Schemes:

5.3Madhya Pradesh vs. High Performing States on the Key Criteria:Madhya Pradesh performs
moderately across these criteria but trails significantly behind high-performing states. To improve, it can
adopt Guijarat's sector-specific incubation strategies, Karnataka's innovation hubs, Maharashtra's global
market linkages, and Tamil Nadu's ecosystem-wide capacity-building efforts.

Tabled: Comparison of Madhya Pradesh with High Perfo
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5.4 Madhya Pradesh vs. Similar Performing States onthe Key Criteria:Madhya Pradesh performs
moderately across these criteria, with strengths in institutional support and incubation but lags behind in
market access and funding. States like Rajasthan and Andhra Pradesh set benchmarks in innovation and
global connections, while Odisha and Bihar remain focused on rural-centric initiatives. West Bengal balances

MSME and green economy priorities but lacks broader ecosystem integration.

Tabled: Comparison of Madhya Pradesh with Similar Performing States on Key Critera :
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6. Recommendations

6.1 Enhancing Awareness and Outreach

o Conduct localized campaigns targeting rural and semi-urban areas.

o Leverage digital platforms with multilingual support to increase accessibility.
6.2 Strengthening Institutional Support

o Simplify the navigation of the “Startup MP” portal.

e Reduce grievance redressal timelines to under 15 days.
6.3 Expanding Incubation and Mentorship

e Increase the number of incubators in underserved regions.

o Develop sector-specific mentorship programs tailored to local industries.
6.4 Improving Funding Mechanisms

« Simplify funding application processes and ensure transparency.

o Collaborate with private investors to expand early-stage funding.
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6.5 Addressing Public Procurement Challenges
o Lower eligibility thresholds for startups in tenders.
e Provide dedicated training programs on tender applications.
6.6 Fostering Innovation and Sustainability
o Expand support for renewable energy and climate-tech startups.
e Incentivize startups addressing local socio-economic challenges.
7. Conclusion

Madhya Pradesh has made commendable progress in fostering its startup ecosystem, but significant barriers
remain in accessing government schemes. Addressing these challenges requires targeted interventions,
particularly in awareness, funding, and incubation. By leveraging best practices from states like Karnataka
and Gujarat while tailoring solutions to its unique demographic context, MP can enhance its startup

ecosystem and drive sustainable economic growth.
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