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ABSTRACT  

If a citizen of a country grows it means country is also growing. India a country where a bigger part of 

population is younger some of them are very innovative. Youth of India must turn from job-seekers to job-

creators, says PM Modi. Addressing the first conference of start-up entrepreneurs, Modi announced an action 

plan to boost such ventures which are seen as key to employment generation and wealth creation. Prime 

Minister NarendraModi had announced the 'Startup India, Standup India' initiative in his Independence Day 

address last year. On Saturday, PM Modi unveiled the action plan for startups in the country. He announced a 

self-certification scheme in respect of nine labour and environment laws and said there will be no inspection 

during the first three years of launch of the venture. Addressing the first conference of start-up entrepreneurs, 

Modi announced an action plan to boost such ventures which are seen as key to employment generation and 

wealth creation. This paper represents about action plan of startup India. 

 

II. INTRODUCTION  

2.1 Startup India Standup India  

On 16th Jan 2016, Prime Minister Dr. NarendraModi announced bunch of benefits and schemes to promote 

start-up ecosystem in India. The event was called „Startup India, Stand up India‟. It has immense importance 

because, for starters, it was the first of its kind dialogue between India‟s startup community and the government. 

Startup India is a flagship initiative of the Government of India, intended to build a strong ecosystem for 

nurturing innovation and Startups in the country. This will drive sustainable economic growth and generate 

large scale employment opportunities. The Government, through this initiative aims to empower Startups to 

grow through innovation and design. 

In order to meet the objectives of the initiative, Government of India announced an Action Plan that addresses 

all aspects of the Startup ecosystem. With this Action Plan, the Government hopes to accelerate spreading of the 

Startup movement from digital/ technology sector to a wide array of sectors including agriculture, 

manufacturing, social sector, healthcare, education, etc. and from existing tier 1 cities to tier 2 and tier 3 cities 

including semi-urban and rural areas. 

The Action Plan is divided across the following areas: 

 Simplification and Handholding 

 Funding Support and Incentives 

 Industry-Academia Partnership and Incubation 

http://indiatoday.intoday.in/people/narendra-modi/17737.html
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Since the day, the talk on “Start-up India” scheme has started, its been a burning question in each entrepreneur‟s 

mind, whether their venture qualifies for these new schemes and benefits announced. Finally Department of 

Industrial Policy and Promotion (DIPP), Government of India has clarified which ventures will qualify as Start-

up to claim the benefits. 

 Definition of a Start-up (only for the purpose of Government schemes): 

Start-up means: 

 An entity, incorporated or registered in India  

 Not older than five years,  

 Annual turnover does not exceeding INR 25 crore in any preceding financial year,  

 Working towards innovation, development, deployment or commercialization of new products, processes or 

services driven by technology or intellectual property.  

It is important to note following points: 

 Provided that such entity is not formed by splitting up, or reconstruction, of a business already in existence. 

 Provided also that an entity shall cease to be a Start-up if its turnover for the previous financial years has 

exceeded INR 25 crore or it has completed 5 years from the date of incorporation/ registration. 

 Provided further that a Start-up shall be eligible for tax benefits only after it has obtained certification from 

the Inter-Ministerial Board, setup for such purpose. 

Some of the key terms used in definition are further clarified as follows: 

Meaning of an “Entity” 

Private Limited Company (under The Companies Act, 2013) or a Registered Partnership Firm (under The Indian 

Partnership Act, 1932) or Limited Liability Partnership (under The Limited Liability Partnership Act, 2008) 

A business is covered under the definition if it aims to develop and commercialize : 

 A new product or service or process; or 

 A significantly improved existing product or service or process that will create or add value for customers 

or workflow. 

 The mere act of developing products or services or processes which do not have potential for 

commercialization; or undifferentiated products or services or processes; or products or services or 

processes with no or limited incremental value for customers or workflow would not be covered under this 

definition. 

Inter-Ministerial Board 

 An Inter-Ministerial Board setup by DIPP to validate the innovative nature of the business for granting tax 

related benefits Approval from the Inter-Ministerial Board shall not in any manner, limit or absolve the 

entity(ies) from any liability incurred in case of any misrepresentation/ fraud arising from submission of 

such application and/ or supporting such application. 

 

III. ELIGIBILITY 

 

In order for a “Startup” to be considered eligible, the Startup should Here‟s a quick analysis of the eligibility 

criteria(please note that the following flow chart is specifically applicable for startups seeking tax exemption): 

http://dipp.nic.in/
http://dipp.nic.in/
http://dipp.nic.in/
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In addition, for a startup to be recognized as one, 

1. It must be an entity registered/incorporated as a: 

Private Limited Company under the Companies Act, 2013; 

or 

b. Registered Partnership firm under the Indian Partnership Act, 1932; 

or 

c. Limited Liability Partnership under the Limited Liability Partnership Act, 2008. 

2. Five years must not have elapsed from the date of incorporation/registration. 

3. Annual turnover (as defined in the Companies Act, 2013) in any preceding financial year must not exceed 

Rs. 25 crore. 

4. Startup must be working towards innovation, development, deployment or commercialization of new 

products, processes or services driven by technology or intellectual property. 

5. The Startup must aim to develop and commercialize: 

a) a new product or service or process; 

or 

b) a significantly improved existing product or service or process that will create or add value for customers 

or workflow. 

6. The Startup must not merely be engaged in: 

Developing products or services or processes which do not have potential for commercialization; 

or  

b. undifferentiated products or services or processes; 

or 

c. products or services or processes with no or limited incremental value for customers or workflow 

7. The Startup must not be formed by splitting up, or reconstruction, of a business already in existence. 
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8. The Startup has obtained certification from the Inter-Ministerial Board, setup by DIPP to validate the 

innovative nature of the business, and 

 be supported by a recommendation (with regard to innovative nature of business), in a format specified by 

DIPP, from an incubator established in a post-graduate college in India;  

or 

 be supported by an incubator which is funded (in relation to the project) from GoI as part of any specified 

scheme to promote innovation;  

or 

 be supported by a recommendation (with regard to innovative nature of business), in a format specified by 

DIPP, from an incubator recognized by GoI; 

or 

 be funded by an Incubation Fund/Angel Fund/Private Equity Fund/Accelerator/Angel Network duly 

registered with SEBI* that endorses innovative nature of the business;  

or 

 be funded by the Government of India as part of any specified scheme to promote innovation;  

or 

 have a patent granted by the Indian Patent and Trademark Office in areas affiliated with the nature of 

business being promoted. 

* DIPP may publish a „negative‟ list of funds which are not eligible for this initiative. 

Analysis 

One of the eligibility criteria states that “The product or service should be a new one or a significantly improved 

version of existing services or products.”Let‟s take the example of startups who are engaged in creating and 

developing online marketplaces like Flipkart and Amazon. So a new startup engaged in the same field may not 

be eligible unless its product is significantly improved than what existing players provide. Another eligibility 

criteria states that the startup should get a recommendation letter from the recognized incubator cell or be 

recognized by the GoI or should be funded by recognized funds. 

(DIPP may publish a „negative‟ list of funds which are not eligible for this initiative) 

 

IV. REGISTRATION  

 

This initiative benefits startups on many levels. One of the biggest benefit, is that you can apply for the Start Up 

India, Stand Up India plan and get a loan from the Government. 

All the essential updates are accessible on NarendraModi app. Here is a complete Startup India action plan in 

Hindi. 

Key points 

 Single Window Clearance even with the help of a mobile application 

 10,000 crore fund of funds 

 80% reduction in patent registration fee 

 Modified and more friendly Bankruptcy Code to ensure 90-day exit window 

http://www.pradhanmantriyojana.in/start-up-india-stand-up-india-scheme-hindi-pdf/
http://www.pradhanmantriyojana.in/start-up-india-stand-up-india-scheme-hindi-pdf/
http://www.pradhanmantriyojana.in/start-up-india-stand-up-india-scheme-hindi-pdf/
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 Freedom from mystifying inspections for 3 years 

 Freedom from Capital Gain Tax for 3 years 

 Freedom from tax in profits for 3 years 

 Eliminating red tape 

 Self-certification compliance 

 Innovation hub under Atal Innovation Mission 

 Starting with 5 lakh schools to target 10 lakh children for innovation programme 

 new schemes to provide IPR protection to start-ups and new firms 

 encourage entrepreneurship. 

 

V. ACTION PLAN 

 

1. Compliance regime based on self-certification – To reduce regulatory burden, startups shall be allowed to 

self-certify compliance with labour and environment laws. In case of labour laws, no inspection will be 

conducted for three years. In case of environment laws, startups under „white‟ category would be able to 

self-certify compliance. 

2. Startup India hub – Will be single-point of contact and hand-holding. 

3. Simplifying the startup process – A startup will be to able to set up by just filling up a short form through a 

mobile app and online portal that will be launched in April. 

4. Patent protection – PM Modi said patent protection and IP rights are a major concern for Indian startups. 

The government will make IPR procedure transparent for stratups. Fast track mechanisms of startup patent 

applications – in order to allow startups to realize the value of their IPRs at the earliest possible. Patent 

applications of the startups shall be fast tracked for examination and disposal. 

5. Panel of facilitators to provide legal support and assist in filing of patent application – Facilitators shall 

provide assistance for startups in filing and disposal of patent applications related to patents, trademarks and 

design under relevant Acts. Government shall bear the entire fees of the facilitators for any number of 

patents, trademarks or designs that a startup may file. 

6. 80% rebate on filing patent applications by startups – To enable startups to reduce costs in their crucial 

formative years, startups shall be provided an 80% rebate in filing patents vis-a-vis other companies. 

7. Relaxed norms of public procurement for startups – to provide an equal platform to startups vis-a-vis the 

experienced startups/companies in public procurement, startups (in the manufacturing sector) shall be 

exempted from the criteria of prior „experience/turnover‟ without any relaxation in quality standards or 

technical parameters. 

8. Faster exits for startups – To make it easier for startups to exit, provision for fast-tracking closure of 

businesses have been included in „The insolvency and Bankrupcy Bill 2015‟. Startups with simple debt 

structures may be wound up within a period of 90 days from making of an application for winding up on a 

fast-track basis. 

http://yourstory.com/2015/03/patent-licensing/
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9. Funds of funds with a corpus of Rs 10,000 crore –  To provide funding support for development and growth 

of innovation driven enterprises, Government will set up a fund with an initial corpus of Rs 2,500 crore and 

a total corpus of Rs 10,000 crore over a period of 4 years. 

10.  Credit Guarantee Fund –  Tocatalyse entrepreneurship through credit to innovators across all sections of 

society, credit guarantee mechanism through National Credit Guarantee Trust Company/SIDBI shall be 

rolled out with a budgetary corpus of Rs 500 cr per year for the next four years. 

11. Exemption from Capital Gains Tax – Exemptions shall be given in case capital gains are invested in the 

fund of funds recognised by the government. In addition, existing capital gain tax exemption for investment 

in newly formed MSMEs by individuals shall be extended to all startups. 

12. Tax exemption for startups – To promote growth of startups, profit of startups, set up after April 1,2016, 

shall be exempted from income-tax for a period of three years. 

13. Tax exemption on investments above Fair Market Value – In line with the exemption available to venture 

capital funds to invest in startups above fair market value (FMV), investments made by incubators above 

FMV shall also be exempted. 

14. Startup fests – For showcasing innovation and providing a collaboration platform 

15. Launch of Atal Innovation Mission 

Entrepreneurship promotion via 

o Establishment of sector specific incubators 

o Establishment of 500 tinkering labs with 3D printers in universities 

o Pre-incubation training to potential entrepreneurs 

o Strengthening of existing incubation facilities 

o Seed funding to high growth startups 

Innovation promotion via 

o Institution of innovation awards (three per state/UT) and three national level 

o Providing support to State Innovation councils for awareness creation and organising state level 

workshops/conferences 

o Launch of Grand Innovation Challenge Awards for finding low cost solution to India‟s pressing and 

intractable problems 

16. Setting up of 35 new incubators in institutions – Funding support of 40% (subject to a maximum of Rs 10 

crore) shall be provided by central government for establishment of new incubators in existing institutions 

for which 40% funding by the respective state government and 20% funding by the private sector has been 

committed. 

17. Setting up of 7 new research parks modeled on the research park at IIT Madras – Government shall set 

up seven new research parks – six in IITs, one in IISc with an initial investment of Rs 100 crore each. These 

parks shall enable companies with a research focus to set up base and leverage the expertise of 

academic/research institution. 31 centres of innovation, 13 startup centres and 18 technology business 

incubators in national institutions will be established. 

18. Promote entrepreneurship in biotechnology – Five new bio clusters, 50 new bio incubators, 150 technology 

transfer offices and 20 bio connect offices will be established. 

http://yourstory.com/2013/02/reverse-the-startup-tax-please/
http://yourstory.com/2014/05/gyandata/
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19. Innovation focused programmes for students – Innovation core program shall be initiated to target school 

kids with an outreach to 10 lakh innovations from five lakh schools. A Grand Challenge Program (National 

Initiative for Developing and Harnessing Innovations) to support and award Rs 10 lakhs to 20 student 

innovations from Innovation and Entrepreneurship Development Centres. UchhattarAvishkarYojana has 

earmarked Rs 250 crore per annum towards fostering „very high quality‟ research amongst IIT students. 
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