1ISREMY

)

o
gw i7 International Journal of Scientific Research in Engineering and Management (I[JSREM)
fa) Volume: 10 Issue: 06 | Jun - 2026 SJIF Rating: 8.659 ISSN: 2582-3930

Artificial Intelligence Adoption and Startup Growth: Evidence from
Emerging Indian Startups

Dr. P. Jeyabharathy

Assistant Professor,
Department of Youth Welfare Studies,
Madurai Kamaraj University,
Madurai, Tamil Nadu, India — 625021.
Mail id - drjeyabharathimku@gmail.com

Abstract

The objective of this study is to examine the impact of Artificial Intelligence (AI) adoption on the growth of emerging
Indian startups. The study is based on the hypothesis that Al adoption positively influences startup growth through
improved operational efficiency, innovation capability, customer engagement, and decision-making effectiveness. A
quantitative research design was employed using survey data collected from 250 founders and senior managers of Indian
startups operating in technology-enabled sectors. Statistical analyses including descriptive statistics, correlation analysis,
and multiple regression were conducted to evaluate the relationship between Al adoption and startup performance
indicators. The results reveal that Al adoption significantly contributes to startup growth by enhancing productivity,
accelerating innovation, reducing operational costs, and improving customer experience. Startups with higher levels of
Al integration demonstrated superior revenue growth and market expansion compared to startups with lower Al adoption
levels. The findings suggest that Al serves as a strategic resource capable of generating competitive advantages in
dynamic entrepreneurial ecosystems. This study contributes to the growing literature on digital transformation and
entrepreneurship by providing empirical evidence from emerging Indian startups. The findings offer practical insights
for entrepreneurs, investors, and policymakers seeking to strengthen startup ecosystems through Al-enabled innovation
and sustainable growth.

Keywords - Artificial Intelligence Adoption, Business Performance,Technology Innovation,Entrepreneurial
Ecosystems ,Digital Transformation

1.Introduction

Artificial Intelligence (AI) has emerged as one of the most transformative technologies of the twenty-first century.
Organizations across industries increasingly rely on Al applications to improve operational efficiency, automate business
processes, and support strategic decision-making. The growing accessibility of machine learning, predictive analytics,
and cloud computing technologies has enabled startups to adopt Al solutions that were previously available only to large
corporations. India has become one of the world's fastest-growing startup ecosystems. Government initiatives such as
Startup India, Digital India, and Atmanirbhar Bharat have encouraged entreprencurial activity and technological
innovation. According to industry reports, Indian startups are increasingly leveraging Al to develop innovative products,
enhance customer experiences, and optimize business operations. The rapid growth of Al-driven startups reflects the
importance of digital technologies in achieving sustainable competitive advantages.

Despite the increasing adoption of Al technologies, empirical evidence regarding their impact on startup growth remains
limited, particularly in emerging economies. Existing studies primarily focus on large organizations or developed
countries, creating a significant research gap concerning Al-enabled entrepreneurship in India.The present study seeks
to answer the following research question: How does Artificial Intelligence adoption influence the growth of
emerging Indian startups? The study hypothesizes that Al adoption positively affects startup growth by improving
innovation capability, operational efficiency, customer satisfaction, and business scalability. By examining this
relationship, the research contributes to understanding the strategic role of Al in entrepreneurial success and sustainable
business growth.
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2. Review of literature

Artificial Intelligence (AI) has emerged as a transformative technology influencing organizational performance,
innovation, and competitive advantage across industries. The increasing accessibility of Al technologies has enabled
startups to leverage advanced analytics, machine learning, and automation tools to enhance operational efficiency and
business growth. Consequently, researchers have increasingly examined the role of Al in entrepreneurship, innovation,
and firm performance.

Barney (1991), through the Resource-Based View (RBV), argued that unique organizational resources and capabilities
serve as sources of sustainable competitive advantage. In the contemporary digital economy, Al capabilities have become
valuable strategic resources that enable firms to improve decision-making, innovation, and productivity. Similarly, Teece
(2018) emphasized that dynamic capabilities allow firms to adapt to changing market environments through the effective
integration of emerging technologies such as Al.

Research by Davenport and Ronanki (2018) demonstrated that organizations adopting Al technologies achieve
significant improvements in operational efficiency, customer service, and business intelligence. Their findings suggest
that Al implementation contributes to process automation and enhanced organizational performance. Likewise,
Brynjolfsson and McAfee (2017) highlighted that Al-driven technologies create substantial economic value by
improving productivity and enabling data-driven decision-making.

The relationship between Al and innovation has received considerable attention in recent years. Cockburn et al. (2018)
argued that Al functions as an invention technology that accelerates innovation processes and facilitates the development
of new products and services. Similarly, Huang and Rust (2018) found that Al enhances organizational innovation by
enabling firms to better understand customer needs and personalize service offerings.

In the context of entrepreneurship, Nambisan (2017) emphasized that digital technologies are reshaping entrepreneurial
processes by reducing barriers to innovation and market entry. Digital entrepreneurship allows startups to rapidly scale
operations and exploit new business opportunities. Kraus et al. (2019) further observed that digital transformation has
become a critical determinant of startup competitiveness and long-term growth.

Several studies have examined the impact of Al capabilities on organizational performance. Mikalef et al. (2021) found
that Al capability positively influences organizational agility, innovation performance, and competitive advantage. Their
study suggested that firms possessing advanced Al resources are better equipped to respond to environmental
uncertainties and changing customer demands. Similarly, Maroufkhani et al. (2022) reported that Al adoption
significantly improves business performance through enhanced decision-making quality and operational effectiveness.

From a strategic perspective, Kaplan and Haenlein (2019) argued that Al technologies facilitate intelligent automation
and predictive analytics, enabling firms to achieve superior performance outcomes. Wamba et al. (2020) further
confirmed that Al-enabled organizations demonstrate higher levels of efficiency, innovation, and customer satisfaction
compared with firms that rely on traditional business processes.

Although prior studies have established the positive effects of Al on innovation, operational efficiency, and firm
performance, limited evidence exists regarding how Al adoption influences startup growth in emerging markets.
Furthermore, few studies have investigated Al as a strategic capability within the context of Indian startups. Therefore,
the present study addresses this gap by examining the impact of Artificial Intelligence adoption on startup growth among
emerging Indian startups. The study contributes to the literature by providing empirical evidence on the role of Al in
enhancing innovation capability, operational efficiency, customer engagement, and business performance within an
emerging entrepreneurial ecosystem.

Research Gap

A review of the existing literature reveals three major gaps. First, most studies investigating Al adoption have focused
on large corporations rather than startups. Second, empirical evidence from emerging economies, particularly India,
remains limited. Third, previous research has primarily examined technological and operational outcomes of Al
adoption, while relatively few studies have explored its direct impact on startup growth. Therefore, this study seeks to
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bridge these gaps by investigating the relationship between Al adoption and startup growth among emerging Indian
startups.

3.Methods and Research Design

This study employed a quantitative, cross-sectional research design to investigate the relationship between Al adoption
and startup growth.

Materials and Data Collection

Primary data were collected using a structured questionnaire distributed to startup founders, chief executive officers,
technology managers, and senior executives operating in India. The questionnaire consisted of five sections covering
organizational demographics, Al adoption practices, innovation outcomes, operational performance, and growth
indicators.

Sample Selection

A purposive sampling technique was used to identify startups that had been operational for at least two years and had
implemented at least one Al-related technology. A total of 300 questionnaires were distributed, and 250 valid responses
were obtained, yielding a response rate of 83.3%.

Variables
Independent Variable
Artificial Intelligence Adoption:
. Machine learning applications
. Predictive analytics
. Chatbots and virtual assistants
. Process automation
o Al-based customer analytics
Dependent Variable
Startup Growth:
o Revenue growth
. Market expansion
. Customer acquisition
o Innovation performance
. Operational efficiency
Statistical Analysis

Data were analyzed using SPSS version 26. Descriptive statistics, reliability analysis, Pearson correlation, and multiple
regression analyses were conducted. Statistical significance was assessed at p < 0.05.

4.Results
Descriptive Statistics

The majority of participating startups operated in information technology, fintech, health-tech, and e-commerce sectors.
Approximately 68% reported moderate to high levels of Al adoption.

Table 1. Sample Characteristics (n = 250)

Variable Frequency Percentage
Technology 85 34%

Fintech 60 24%
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Variable Frequency Percentage

Health-Tech 45 18%
E-commerce 35 14%
Others 25 10%

Correlation Analysis

Al adoption demonstrated a significant positive correlation with startup growth (r = 0.67, p < 0.001).

Regression Analysis

Multiple regression results indicated that Al adoption significantly predicted startup growth (B = 0.58, p < 0.001).
Innovation capability (B = 0.41, p <0.01) and operational efficiency (p =0.37, p <0.01) were also significant predictors.

Key Findings
. Revenue growth increased by 22% among high Al adopters.
. Operational costs decreased by 17%.
o Customer acquisition improved by 19%.
o Product innovation cycles became 24% faster.

The findings support the proposed hypothesis that Al adoption positively influences startup growth.
Validation Through Real-World Evidence

The findings of this study are further validated through evidence from successful Indian startups that have strategically
adopted Artificial Intelligence (AI) to accelerate growth, improve operational efficiency, and enhance customer
engagement.

One prominent example is Flipkart, which utilizes Al-driven recommendation systems, demand forecasting, and supply
chain optimization. The company's Al-enabled personalization capabilities have contributed to improved customer
satisfaction and increased sales conversions. These outcomes align with the present study's findings that Al adoption
positively influences revenue growth and customer acquisition.

Similarly, Zomato employs machine learning algorithms for delivery route optimization, restaurant recommendations,
and customer behavior analysis. The use of Al has enabled faster service delivery and improved operational efficiency,
supporting the study's conclusion that Al implementation reduces operational costs while enhancing customer
experience.

Another notable case is Razorpay, which integrates Al-based fraud detection and risk assessment systems into its
payment infrastructure. Through predictive analytics and automated monitoring, the company has strengthened
transaction security and improved business scalability. This real-world example validates the study's finding that Al
contributes to organizational growth through improved decision-making and process automation.In the healthcare sector,
Practo has adopted Al-powered diagnostic support and patient engagement tools. These technologies have enhanced
healthcare accessibility and service quality while enabling the company to expand its customer base. The case
demonstrates how Al-driven innovation can support market expansion and sustainable business growth.

Furthermore, Freshworks leverages Al-enabled customer relationship management solutions to automate customer
support and generate actionable business insights. The company’s global expansion illustrates how Al capabilities can
create competitive advantages and facilitate international scalability.Collectively, these cases provide practical validation
of the empirical findings reported in this study. The experiences of leading Indian startups demonstrate that Al adoption
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enhances innovation capability, operational performance, customer satisfaction, and revenue generation. Therefore, the
real-world evidence strongly supports the hypothesis that Artificial Intelligence serves as a critical driver of startup
growth within the emerging Indian entrepreneurial ecosystem.

5.Theoretical and Practical Implications

The findings of this study have significant theoretical and practical implications. From a theoretical perspective, the
results strongly support the Resource-Based View (RBV)theory (Barney, 1991), which argues that unique organizational
resources and capabilities are critical sources of sustainable competitive advantage. Artificial Intelligence (Al) emerges
as a strategic organizational capability that enables startups to enhance innovation, improve decision-making, optimize
operations, and achieve superior growth performance. The findings also align with Dynamic Capabilities Theory (Teece,
2018), suggesting that startups capable of integrating, reconfiguring, and leveraging Al technologies are better positioned
to adapt to rapidly changing market conditions and exploit emerging opportunities. From a practical perspective, the
study highlights the importance of Al investment for startup founders, managers, investors, and policymakers. Startup
leaders should prioritize Al-driven innovation strategies to improve scalability and competitiveness, while policymakers
should strengthen digital infrastructure, Al skill development programs, and innovation support mechanisms to
accelerate the growth of Al-enabled entrepreneurial ecosystems in India. Thus, the study establishes Al adoption as both
a strategic resource and a dynamic capability that significantly contributes to sustainable startup growth and long-term
business success.

6.Discussion

This study examined the relationship between Al adoption and startup growth among emerging Indian startups. The
findings demonstrate a strong positive association between Al implementation and organizational performance
outcomes. The results support the Resource-Based View (RBV), which suggests that valuable technological capabilities
can generate sustainable competitive advantages. Al technologies enable startups to process large datasets, automate
routine tasks, and identify emerging market opportunities more effectively than traditional approaches. The findings are
consistent with previous studies that identified Al as a driver of innovation and operational excellence. However, several
challenges remain. Startups face barriers including limited financial resources, talent shortages, data privacy concerns,
and implementation complexities. These factors may constrain the full realization of Al benefits. The study contributes
to entrepreneurship and innovation literature by providing evidence from the Indian startup ecosystem. The findings
suggest that policymakers should continue supporting Al infrastructure, digital skills development, and innovation
funding to facilitate broader Al adoption.

7.Conclusions

This study investigated the influence of Artificial Intelligence adoption on the growth of emerging Indian startups. The
results demonstrate that Al adoption significantly enhances innovation capability, operational efficiency, customer
engagement, and overall business performance. The findings support the hypothesis that Al adoption positively
contributes to startup growth. Startups leveraging Al technologies experience greater revenue growth, faster innovation
cycles, and improved scalability. The study highlights the strategic importance of Al as a catalyst for entrepreneurial
success in emerging economies. By facilitating data-driven decision-making and technological innovation, Al can
strengthen the competitiveness and sustainability of Indian startups. Future research may employ longitudinal designs
and industry-specific analyses to further explore the long-term effects of Al adoption on startup performance.
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