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Abstract
The 2020-2025 period marks one of the most dynamic phases in the recent evolution of
India’s startup and entrepreneurship ecosystem. Despite the global shock of COVID-19 in
2020, Indian entrepreneurs rapidly adapted through digital-first business models, resilient
supply chains, adoption of remote-working technologies, and targeted pivots into healthtech,
edtech, fintech, logistics, and deep-tech verticals. This paper examines the role and
contribution of new business startups and entrepreneurship to India’s economic growth,
employment generation, innovation capacity, exports, and structural transformation during
2020-2025. Three interlinked trends dominate the period. First, the scale and density of the
ecosystem expanded rapidly — the number of DPIIT-recognised startups rose from tens of
thousands to over 150,000 by late 2024/early 2025, reflecting growth across metros and
emerging hubs. This scale increase accompanied significant job creation; official updates and
DPIIT factbooks attribute over a million direct jobs to recognised startups since the Startup
India programme began, with large incremental employment in 2021-2024. Second, while
investment activity experienced cyclicality (a funding peak in 2021 followed by a global
“funding winter” in 2022-2023), the ecosystem showed resilience. Funding volumes fell in
2022, then partially recovered in 2024 as investors focused on quality and unit economics.
Over the period, Indian startups attracted substantial capital across stages, with fintech, SaaS,
e-commerce and deeptech as continuing favorites. Institutional reports highlight that while
headline funding in 2022 compressed vs 2021, deal volumes and early-stage activity
remained robust, signaling a rebalancing from growth-at-all-costs to sustainable unit
economics. Third, the rise of unicorns and scale-ups (companies valued >USS$1 billion)
increased India’s global industrial footprint. By mid-2025 India had crossed the 100+ unicorn
milestone (over 120 at some trackers), and unicorns collectively represent substantial private-
sector valuations, employment, supply-chain linkages and, in some cases, global expansion.
These firms influence financial markets, create supplier demand, catalyse talent reallocation,
and encourage entrepreneurial replication across industries.
The paper argues that startups contribute through six primary channels

=  Employment Creation And Labour Reallocation
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Startups absorbed fresh graduates and experienced talent, creating professional roles
in product, data, operations, and sales across Tier-1 and Tier-2 cities. Employment is
both direct (jobs within startups) and indirect (contractors, logistics, marketing
vendors and suppliers).

= Innovation And Productivity

Startups foster R&D, digital adoption, and new service delivery models — often
increasing productivity in traditional sectors (agritech, logistics, and MSME
digitisation).

= (Capital Formation And Investor Mobilization
Startups attracted domestic and foreign venture capital, private equity, and corporate
strategic investment, deepening India’s capital markets and supporting follow-on
growth and M&A activity.
= Exports And Global Integration.
Productized software (SaaS), business services (GCC/outsourcing), and niche
hardware exports integrated Indian startups into global value chains, boosting services
exports and foreign exchange earnings.
= Regional Development
Beyond Bangalore and Mumbai, emerging hubs (e.g., Hyderabad, Chennai, Pune,
Ahmedabad, Lucknow, Kanpur, and tier-2 districts) matured thanks to incubators,
university spinouts, and state startup policies.
= Social Outcomes
Startups in healthtech, edtech, fintech and climate-tech extended access to services,
financial inclusion and sustainability-oriented solutions, having tangible social
impacts. However, the ecosystem faces constraints: funding volatility and market
corrections (2022-2023), governance and compliance challenges at scale, talent
shortages in deeptech fields, infrastructure gaps in non-metro regions, and uneven
state-level enabling environments. Data show a funding dip in 2022 but partial
recovery thereafter as investors prioritised profitability and stronger governance.
Policy Initiatives
Notably the Government of India’s Startup India mission, state startup policies, tax
incentives, and incubator support — played a catalytic role from 2020-2025. DPIT
recognition, funding facilitation, procurement set-asides, and easier compliance for startups
contributed to formalisation and access to public instruments. The combination of policy,
capital, and talent created a positive feedback loop that enlarged the entrepreneurial pipeline
and improved survivability for higher-quality ventures. The paper uses a mixed-methods
approach: synthesis of official datasets and industry reports, qualitative policy analysis, and
case studies of leading unicorns and start-ups across sectors. Empirical sections map
investment flows, employment metrics, sectoral contributions, and GDP-linkages, followed
by policy recommendations. The analysis concludes that new business startups and
entrepreneurship materially strengthened India’s economic resilience and growth potential
during 2020-2025 — but continued impact requires better access to late-stage capital,
enhanced deeptech talent pipelines, and improved regional infrastructure. Key policy
recommendations include strengthening state—industry incubation, targeted credit guarantees
for scale-ups, streamlined governance for high-growth firms, skill pipelines for deeptech, and
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improved data collection for evidence-based policy. The paper ends with a forward-looking
outlook: with continued reforms and institutional support, the startup ecosystem is positioned
to scale productivity, employment and exports, supporting India’s ambition for higher income
and tech-led industrial growth.
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3. Unicorns
4. Innovation & Employment
5. Startup India / DPIIT
Preface
India’s entrepreneurial resurgence over the last decade culminated in particularly intense
activity between 2020 and 2025. This period includes the COVID-19 pandemic and its
aftermath, a global funding cycle that peaked and then recalibrated, and intensified policy
focus on self-reliance, digital infrastructure, and deep-tech research commercialisation. The
preface explains the motivation for this study, its scope, methodological approach, and a
summary of the primary contributions. Motivation and context. The COVID-19 shock in
2020 accelerated digital adoption and created new demand for remote-first solutions in
healthcare, education, retail, and finance. Entrepreneurs scrambled to meet changing
consumer behaviours and business needs, resulting in rapid experimentation and a wave of
new ventures. Simultaneously, the Indian government redoubled efforts to promote startups
via Startup India and related state policies. By the end of 2024 and into 2025, the ecosystem
had reached unprecedented scale — DPIIT-recognised startups crossed six-figure marks and
the unicorn club expanded substantially. This transformation begs three research questions:
=  What measurable contributions have startups and entrepreneurship made to India’s
economy during 2020-2025?
= How did policy, capital and talent interact to produce these outcomes?
=  What structural bottlenecks remain and how can policy and industry respond? Scope.
This report focuses on new business startups (registered and DPIIT-recognised
entities founded roughly within the last decade, with emphasis on firms that scaled or
emerged during 2020-2025) and entrepreneurship more broadly (including micro-
entrepreneurs, bootstrapped ventures, and technology spinouts). The geographic scope
is pan-India, highlighting metro and emerging hubs. Sectoral focus includes fintech,
SaaS, deeptech, edtech, healthtech, ecommerce & logistics, and climate-tech. It
examines macro indicators (employment, funding flows, GDP linkages), firm-level
case studies (prominent unicorns and scale-ups), and policy interventions.
Methodology
The paper synthesises primary government releases (DPIIT/Startup India factbooks, PIB
releases), and a large set of industry and consultancy reports (NASSCOM-Zinnov, Bain,
Tracxn, Inc42, KPMG), complemented by reputable press coverage (Economic Times,
Reuters).
Quantitative Indicators Include
number of recognised startups, funding volumes by year, unicorn counts and valuations,
direct employment estimates, and sectoral funding shares. Qualitative analysis draws from
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policy documents and industry whitepapers, supplemented with illustrative firm case studies
that show how startups created jobs, innovations, and supply-chain effects.
Structure and Contributions
The paper begins with an overview of the ecosystem’s size and trajectory (2020-2025), then
discusses Indian unicorns and their turnover, the startup formation process and its economic
importance, followed by in-depth analysis of startups’ role in the economy and their
contribution to GDP. The final sections present conclusions, 20 concrete policy/business
recommendations, evaluation (assessment of policy outcomes), and a concise concluding
statement.
Why This Study Matters.
Startups are not just an urban phenomenon nor merely a financial market curiosity. They
change sectoral dynamics: a fintech startup can reshape retail payments; a logistics
aggregator can change last-mile economics for MSMEs; a SaaS vendor can boost
productivity for SMEs globally. Scaling startups create nuanced linkages—hiring, supplier
markets, export channels, and knowledge spillovers—that incrementally raise an economy’s
productivity frontier. Understanding these dynamics in the 2020-2025 window is essential
because policies and private decisions today will determine whether India’s entrepreneurial
momentum translates into sustainable, inclusive economic transformation.
Limitations
This study relies on public and industry datasets which, while comprehensive, have
unavoidable coverage gaps (e.g., informal entrepreneurial activity and under-reported micro-
startups). DPIIT recognition is a good but imperfect proxy for the entire startup population.
Funding figures vary by tracker depending on methodology. Wherever possible, I cite
multiple sources and use conservative estimates. A short note on language and audience. The
paper is written for researchers, policy-makers, investors, incubators and practitioners who
require evidence-based analysis and practical recommendations. It blends academic rigour
with applied policy prescriptions and business insights.
Indian Unicorns And Its Turnover
Unicorns are private companies with post-money valuations exceeding US$1 billion. From
2020 to 2025, India saw a rapid multiplefold increase in unicorn creation, reflecting market
scale, investor confidence and accelerating digital adoption. By 2024-2025 trackers reported
over 100 Indian unicorns, and industry commentators estimated combined private valuations
in the hundreds of billions of dollars.
Unicorn Growth 2020-2025 (High-Level Chronology)
= 2020-2021
Pandemic-era acceleration. Despite COVID-19, some sectors (edtech, fintech,
healthtech) attracted massive user growth and headline valuations, with a funding
peak in 2021.
= 2021-2022
Marked by a global funding correction and moderation in late-stage valuations; some
unicorn creation slowed. Institutional investors reassessed growth vs. profitability.
= 2023-2025
Recovery and maturation. Funding patterns shifted toward higher diligence and
emphasis on unit economics; meanwhile, deeptech and B2B SaaS unicorn formation
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accelerated. Government support and investor interest in Indian tech persisted, and by

mid-2025 trackers counted 100+ unicorns.
Turnover and Revenue Patterns
Valuation (the defining feature of a unicorn) is not identical to turnover. For policy and
economic contribution, turnover (annual revenue) matters more for GDP, taxes, employment
and supply-chain demand. Unicorns in India show diverse revenue pro
High-Turnover Consumer Platforms: E-commerce and food-delivery unicorns (e.g., early
examples like Flipkart, Swiggy, Zomato) generate large gross merchandise values (GMV)
and revenue through commissions, advertising, and logistics services. These firms typically
show high top-line turnover but tightened margins due to discounts and fulfilment costs. For
instance, listed and large private players report multi-billion-dollar revenue flows though
profits often lag.
Fintech and Payments
Payments & financial services unicorns (PhonePe, Paytm, Razorpay, BharatPe) have strong
transaction volumes that translate to revenue through payment fees, lending spreads, and
value-added services. Their turnover depends on scale of transactions and monetisation depth
(credit, insurance, merchant services).
SaaS and B2B providers
B2B SaaS unicorns (freshworks, post-2020 entrants) often have subscription revenue with
higher gross margins and predictable recurring turnover. Though smaller in gross revenue
versus consumer platforms, their high margins and global pricing translate into strong net
contribution to GDP and exports.
Edtech & Heald Tech
Revenue often seasonal and variable; monetisation mixes include subscriptions, institutional
contracts, and enterprise sales. High user counts do not always translate to equally high
turnover unless effective monetisation occurs.
Available Data
valuation vs. turnover. Industry trackers (Inc42, Venture Intelligence, Tracxn) and company
filings illustrate that while valuations ballooned in private markets, public turnover growth
was more heterogeneous. Some unicorns achieved billions of dollars in annual turnover
(especially mature names with dominant market share), while more recent unicorns—
particularly in deeptech or early B2B segments—might report modest revenue but promising
growth trajectories supported by ARR (annual recurring revenue) metrics. The key point is
that unicorn valuations often reflect future growth expectations and market potential as much
as current turnover.
Selected case studies (illustrative examples)
Flipkart (e-commerce): A pioneer unicorn with very high GMV and turnover historically
(later acquired by Walmart), it demonstrates the employment, logistics and supplier demand
created by platform scale. Public documents and industry estimates place Flipkart’s GMV
and revenue in multi-billion USD ranges historically.
PhonePe / Paytm (fintech)
Massive transaction volumes, diversified into lending, insurance and merchant services.
Transaction volumes contribute substantially to turnover and the broader payments
ecosystem.
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Freshworks / Zoho / Other SaaS players
Their exportable SaaS revenues contribute to services exports and have high gross margins,
making them valuable for GDP via services trade.
Economic implications of unicorn turnover
Tax revenues and formalisation: Higher turnover leads to direct corporate taxes, GST
collections (on services and goods), and payroll taxes — improving formal fiscal receipts as
unicorns scale.
Employment & supplier demand
Large turnover implies greater headcount and demand for logistics, marketing, software
development and professional services. Unicorns are significant employers in tech and
product roles. DPIIT reports attribute hundreds of thousands of direct jobs to the startup
ecosystem cumulatively.
Capital market signals
Unicorn valuations influence secondary markets, M&A activity and public listings (IPOs),
thereby creating exit routes for investors and recycling capital into new ventures. Successful
public listings of some unicorns in recent years demonstrated exit pathways and broad
investor interest.
Constraints and risk factors
Valuation versus fundamentals: Some high valuations were speculative during growth
surges; 2022-2023 corrections highlighted the risk of mispricing.
Profitability pressure: High turnover does not guarantee profitability (heavy discounting,
subsidies, logistics costs). Many unicorns pursued growth over margins, but investors later
demanded profitability metrics.
Data gaps: Since many unicorns are private, turnover figures are not always publicly
available; industry trackers and company releases provide estimates, but methodology varies.
Conclusion.
Between 2020-2025, Indian unicorns expanded in number and economic footprint. Turnover
across the unicorn cohort varies by business model: consumer platforms generate massive top
lines (with thin margins), fintech firms drive high transaction-based revenues, and SaaS firms
produce recurring high-margin revenue that supports exports. The combined economic effect
— employment, supplier demand, fiscal receipts and capital market development — makes
unicorns an important engine in the modern Indian economy, but sustainable long-term
contributions depend on profitability, governance, wider access to late-stage capital and
better public data disclosure.
(References to trackers and factbooks used above: Inc42, Tracxn, Startup India/DPIIT and
consultancy reports.)
Start-up process and its Importance in Economic Development
Overview of the Start-Up Process

= Idea formation & problem-sense

Entrepreneur identifies unmet needs or opportunity gaps.
= Validation & prototype :An MVP (minimum viable product) is built and tested with
early users.
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= Incorporation & registration : Legal entity formation (private limited, LLP, etc.), tax
PAN/GST registration, and optionally DPIIT startup recognition for easier access to
schemes.
* Incubation & acceleration. Startups join incubators/accelerators to refine product-
market fit, access mentorship and early funding.
= Fundraising & Scaling. Seed — Series A/B/C — late stage. Fundraising fuels product
development, marketing and geographical expansion. 2020-2025 saw shifts in
funding dynamics: early-stage funding remained relatively robust, while late-stage
funding tightened in 2022 and partially recovered thereafter.
= Maturation / Exit. Successful startups scale into profitable enterprises, list IPOs, or get
acquired — providing exit returns to investors and creating new capital for
reinvestment.
Importance For Economic Development
= Job Creation & SKkills Formation. Startups create high-quality employment in tech,
sales, operations, customer service and professional roles. They also upskill labour
through on-the-job training in digital and product skills. DPIIT recognises startups as
contributors to direct job creation of more than a million roles cumulatively since
2016.
= Productivity & Innovation Diffusion. Startups introduce technologies (SaaS
automation, Al tools, process improvements) that MSMEs can adopt, raising
productivity across the economy. For instance, SaaS adoption can reduce operational
costs and improve market reach for small enterprises. Consultancy reports emphasise
the role of startups in diffusing productivity-enhancing digital tools.
= Financial Inclusion & Access.
Fintech startups expanded access to digital payments, micro-credit, and formal saving
tools, particularly in regions previously underserved by banks — improving financial
inclusion metrics and enabling MSME transactions.
= Exports & Services Trade.
B2B SaaS and IT-enabled startups export software and services, contributing to
services exports and foreign exchange. Growth in deeptech and SaaS contributes to
India’s role as a global software exporter.
= Regional Development & Inclusivity. Startups drive talent and investment into Tier-
2 and Tier-3 cities, catalysed by state policies and university incubators. This regional
dispersion helps reduce urban concentration and stimulates local entrepreneurship
ecosystems. Government factbooks and state ranking exercises show rising startup
density across districts.
= Climate And Social Impact.
Climate-tech and social enterprises develop technologies for energy efficiency, waste
management and agri-productivity — directly supporting national sustainability goals.
Policy mechanisms that enable the start-up process
DPIIT recognition & Startup India
eases procedures, provides tax benefits, and creates a single window for schemes.
State startup policies & incubators: state-level incentives and incubators provide localized
support.
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Public procurement & innovation procurement: set-asides for startups in some
procurement streams help market access.

Access to capital: government-backed funds and policies (e.g., Fund of Funds for Startups)
crowd in private capital.

Barriers in the startup process

Access to late-stage capital

While seed and Series A remained reasonably active, Series C+ liquidity and late-stage
funding were constrained in 2022-2023. Recovery was observed later, but structural gaps
remain for scaling capital-intensive deeptech firms.

Administrative Frictions

Although DPIIT reduces some bottlenecks, compliance and GST accounting remain
challenging for nascent teams.

Talent Shortages

Deeptech and specialised engineering talent is in short supply relative to demand, causing
wage inflation and hiring bottlenecks. NASSCOM and Zinnov highlight the need for skill
pipelines.

Conclusion. The start-up process — from ideation to exit — is a vital mechanism that
translates entrepreneurial energy into economic outcomes. It stimulates job creation,
productivity improvements, exports and regional development. Policy support and smarter
access to later-stage capital are critical to unlock the full economic importance of startups for
India’s structural transformation.

Role of New Business Startups & Entrepreneurship Contribution in Indian Economy
(This section synthesises empirical evidence and interprets the channels through which
startups influenced macroeconomic outcomes in 2020-2025.)

Channels of Contribution (Expanded)

1. Employment & Human Capital Formation.

Startups hired talent informally and formally — software engineers, product managers, sales
teams, logistics workers, customer support staff and marketing professionals. DPIIT data and
industry trackers show cumulative direct job creation in the hundreds of thousands across
recognised startups; when indirect and induced jobs are counted, the employment impact is
larger. Importantly, startups provide alternative career pathways attracting risk-tolerant youth
and seasoned professionals leaving corporates, thereby increasing labour market dynamism.
2. Productivity Spillovers to Msmes and Traditional Sectors.

Startups offered digitisation solutions (payments, inventory management, marketplaces) that
helped micro and small firms reach customers and manage operations more efficiently. This
diffusion raises aggregate productivity by helping many small firms climb value chains.

3. Capital Formation & Investor Ecosystem Development.

Startups attracted venture capital, angel funding, corporate strategic investments and global
funds. While 2021 marked record inflows, 2022—-2023 corrected; yet the ecosystem matured
as investors refined sectoral theses and risk frameworks. By channeling savings into high-
growth firms, startups increased risk-taking and innovation funding in the economy.

4. Exports and Foreign Exchange.

SaaS and IT-enabled startups contributed to services exports. Startups that built globally
competitive software sold abroad, increasing high-value export receipts. Reports from
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NASSCOM and consultancy firms show growth in global services and GCC expansions,
which are linked to startup activity.

5. Market Structure and Competition.

Startups introduced competition in incumbented markets (banking, retail, travel), which
improved consumer choice and forced incumbents to innovate. For consumers, competition
lowered transaction costs and improved service quality; for incumbents, it spurred
productivity investments.

6. Innovation & Technology Adoption.

Startups were key vectors for Al, ML, IoT and other emerging technologies. Deeptech
growth (doubling in certain years) indicates rising R&D intensity and IP generation. The
Nasscom—Zinnov data indicate India’s deeptech ecosystem improved substantially in 2023—
2024.

Quantifying GDP contribution (overview)

Direct Contribution

Turnover of startups flows into GDP as part of output from services and manufacturing —
however, because many startups are service/SaaS firms, their GDP contribution is reflected in
the services sector. Exact quantification is challenging due to fragmented data and private
company opacity; nevertheless, the combination of turnover and services exports suggests a
non-trivial contribution to national GDP growth during 2020-2025.

Indirect And Induced Effects

Startups’ demand for logistics, marketing, legal, and cloud services creates upstream
economic activity. Employee consumption (induced demand) further amplifies GDP impact.
Capital Formation And Productivity: By supporting new products and process
innovations, startups improve productivity and thereby have medium-term positive effects on
potential GDP.

Empirical Indicators (selected)

Startup counts & job creation: DPIIT reported DPIIT-recognised startups exceeding 150,000
by late 2024 and cumulative direct jobs in the millions since 2016 — signifying persistent
employment contributions.

Funding: Funding fell in 2022 from 2021 peaks but continued at meaningful levels (2023
funding figures vary by tracker; some report $8—13 billion depending on methodology), and
2024-2025 showed recovery trends.

Unicorns & Valuations: Over 100 unicorns by mid-2025, with combined valuations in the
tens to hundreds of billions, indicating concentration of economic value among scale-ups.
Sectoral contributions

Fintech: Improved transaction efficiency, reduced cash-dependent friction, and expanded
credit access for MSMEs. Fintech also created substantial employment in payments
operations and tech teams.

SaaS/IT: High margins and exports; powerful contributor to services GDP and foreign
exchange revenue.

E-Commerce & Logistics: Large turnover and wide supplier networks; these sectors
widened market access for producers and retailers across India.

Health & Edtech: Extended service access, particularly during pandemic restrictions, with
long-term implications for human capital.
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Regional Effects
Metro hubs & rising centres: Bangalore, Mumbai, Delhi-NCR and Hyderabad remained
leading hubs, but strong growth in smaller cities (Chengalpattu, Ranga Reddy, Kanpur and
others) showed diffusion of entrepreneurial activity. State startup ranking exercises and
DPIIT factbooks confirm rising district-level startup density.
Constraints and Policy Gaps
Late-stage capital shortage and IPO pathways. Many firms find scale-up capital costly or
scarce; deeper domestic late-stage funds and PO readiness programmes are necessary.
Data & Measurement: Lack of systematic, frequent data on startups’ GDP contribution
hampers policy calibration. A national statistical enhancement for startup activity is
recommended.
Regulatory Shocks & Compliance
Sudden regulatory changes in fintech and digital asset spaces introduce uncertainty; clearer,
consultative policy processes are required.
Conclusion
Startups materially contributed to economic dynamism in India between 2020 and 2025.
While exact GDP shares are difficult to pin down due to measurement gaps, the ecosystem’s
influence on employment, exports, capital formation, technology diffusion and regional
development is clear. To maximise benefits, policy should focus on scaling catalysts: late-
stage capital, regional infrastructure, skill development for deeptech, and improved
measurement systems.
Business Startups & Entrepreneurship Contribution in GDP
National accounts do not separately report a “startup-sector” GDP line. The contribution is
visible within services, trade, and manufacturing aggregates. Below is a reasoned
decomposition and reading of how startups feed into GDP, using turnover, services exports
and multiplier logic.
Framework for Measuring Contribution
= Direct output: Startup revenue (service fees, sale of goods) — counted in GVA (gross
value added) for relevant sector.
* [Indirect output: Supply-chain purchases by startups (cloud hosting, logistics,
marketing).
= Induced output: Employee consumption spending.
= Exports & net exports: SaaS and services exports add to GDP via net exports.
= (Capital formation: Funding & reinvestment in tech and infrastructure enhances capital
formation indirectly.
Evidence-based mapping (2020-2025)
= Services exports & SaaS: High-growth SaaS firms export software and services.
NASSCOM/Zinnov and other studies point to robust growth in software exports and
increased global capability centre activity—this feeds services GVA directly.
= Ecommerce & trade: E-commerce platforms’ turnover contributes to wholesale/retail
and services GVA. Increased online penetration during the pandemic led to sustained
growth in e-commerce volumes (GMV) and the supporting logistics sector.
= Fintech transaction volumes: The scale of payments and lending facilitated by fintech
startups increases measured services output and financial intermediation GVA.
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= (Quantitative illustration (stylised example) Because comprehensive turnover data for
every startup is unavailable publicly, the following stylised approach demonstrates
how one might estimate GDP contribution:

1. Aggregate revenue of top N startups (reported or estimated) — many large startups publish
revenue figures or provide ARR estimates.
2. Multiply estimated average upstream and downstream multipliers (industry-specific input-
output multipliers). For services firms, a conservative multiplier may range from 1.3—1.8 for
total output effects.
3. Add estimated exports from SaaS and IT-enabled startups to capture net export
contributions. Industry reports show that Indian startups collectively raised tens of billions in
VC and achieved large revenue growth in certain segments; therefore the direct and
multiplier effects imply a meaningful contribution to annual GDP growth (on the order of
several percentage points when aggregated with related services and trade expansions).
However, the exact share depends on assumptions and the set of startups included. Industry
and government reports emphasise the importance of startups to services GDP growth over
the 2020-2025 period.
Policy Relevance: How GDP Contribution Can Be Enhanced
Facilitate IPO and secondary markets to recycle capital domestically. Stronger exit options
unlock investor returns and create more capital for new ventures.
Support Sectoral Scaling (Deeptech, Climate-Tech)
targeted grants, procurement, and coordinated industry—academic collaboration raise R&D
intensity and translate innovation into tradable output. NASSCOM-Zinnov highlights the
deeptech momentum and associated outputs.
Invest In Regional Infrastructure
logistics, data centers and affordable office/industrial space in non-metro regions increase
startups’ capacity to scale. DPIIT factbooks show district-level differences in startup density,
indicating potential for regional policy action.
Risks And Sensitivity
Macro Headwinds: global rate increases and recessionary fears can suppress funding,
lowering startup-driven GDP momentum (observed during 2022).
Concentration Risk: several high-value firms account for a large share of ecosystem
valuation; systemic shocks to these firms can have outsized effects.
Conclusion
Startups contribute to GDP via direct turnover, exports, supply-chain linkages and induced
consumption. While exact quantification requires granular firm data, the constellation of
indicators—from DPIIT recognition and job data to funding flows and unicorn valuations—
supports the conclusion that startups materially bolstered India’s services-led growth and
productivity improvement during 2020-2025. Strategic policy steps (capital markets, R&D
support, regional infrastructure) can strengthen this contribution further.

Volume 25 Issue 12 2025 PAGE NO: 360



Journal For Basic Sciences ISSN NO : 1006-8341

Conclusion
Between 2020 and 2025 India’s startup ecosystem matured rapidly, demonstrating resilience
through the pandemic, adapting to a changed consumer and business environment, and
creating sizeable economic impact. The main findings:
1. Scale And Growth
DPIIT recognition and multiple industry trackers show dramatic growth in the number of
startups and an expanding geographic footprint across India. By early 2025, recognised
startups surpassed 150,000 certificates and unicorn counts exceeded 100 on many trackers,
highlighting both breadth and depth of the ecosystem.
2. Employment and Skills
Startups generated significant employment, especially in product and technology roles. They
contributed to skill formation and provided alternative career pathways that intensified
competition for talent and improved workforce upskilling.
3. Capital & Markets
The venture capital environment went through a cycle — record inflows followed by
correction and then a measured recovery. This recalibration led to a more disciplined
investment approach prioritising unit economics and governance.
4. Sectoral Impact
Fintech, SaaS, e-commerce/logistics, deeptech, edtech, and healthtech were core contributors
— each with distinct impacts on turnover, employment, and exports. SaaS firms bolstered
services exports; fintech boosted financial inclusion and transaction efficiency; e-commerce
expanded market access for producers.
5. Policy Catalysis
Government programs — Startup India, state policies, incubator support, and procurement
experiments — catalysed formation and formalisation. DPIIT factbooks and government
releases provide evidence of policy support translating into recognised startups and jobs.
Challenges Remain
Late-stage funding constraints, data limitations on measuring GDP contribution precisely,
regulatory uncertainties (notably in fintech and digital assets), talent shortages for deeptech
and uneven regional infrastructure are the main bottlenecks.
Policy prescriptions and the way forward. To amplify startups’ macroeconomic contribution,
the following priority areas merit attention:
= Expand and diversify late-stage funding (domestic growth funds, credit guarantees for
scale-ups).
= Strengthen IPO markets and reduce listing friction to provide credible exit routes.
= Invest in regional startup infrastructure (data centres, incubators, affordable office
space) to deepen hubs beyond metros.
» Build skill pipelines for deeptech areas through university—industry partnerships and
targeted fellowship/grant programs.
= Improve data collection for startup activity and formalise periodic measurement of
startup contributions to GDP and employment.
Final Thought
Startups are not the sole engine of economic growth, but they act as a high-leverage
mechanism to increase productivity, exports and innovation. With sustained policy focus,
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better capital market linkages, and strategic investments in human capital and infrastructure,
startups can play a decisive role in India’s transition to a technology-driven, higher-income
economy in the coming decade.

Recommendations

= Establish a National Scale-Up Fund. Create a government-backed fund (co-investor)
to catalyse late-stage capital and reduce valuation gaps for growth-stage startups. This
would crowd in private LPs and reduce dependence on foreign late-stage capital.
Enhanced access to scale capital will improve survival and [PO readiness.

= Strengthen PO pathways and listing incentives. Simplify listing requirements for
high-growth firms while ensuring robust disclosures and governance. Offer technical
assistance (advisory cells) to prepare startups for public markets. Better exit clarity
encourages investor recycling into new ventures.

= Expand Fund of Funds reach and speed. Operationalise faster disbursal mechanisms
and extend Fund-of-Funds vehicles to target deeptech and climate-tech. Structured
grants and milestone-linked co-investment will derisk early commercialisation. This
helps technology-intensive ventures overcome the valley of death.

= Regional infrastructure grants for Tier-2/3 hubs. Provide targeted grants for data
centres, co-working spaces, and logistics infrastructure in emerging districts. Coupled
with local incubators, this reduces urban concentration of startups. It will stimulate
regional employment and inclusive growth.

=  University—industry incubator partnerships. Fund and mandate incubation cells in
technical and management institutes with seed grants and mentorship. This would
accelerate spinouts and improve commercialisation of research. Stronger linkages will
increase deeptech venture formation.

= Skill pipelines for deeptech and Al Launch fellowship programs and industry-led
apprenticeships for Al, ML and hardware engineering. Offer tax credits to companies
hiring fellows for R&D roles. This reduces talent shortages and wage pressures for
specialised skills.

» Simplify compliance for early-stage startups. Create a single dashboard for regulatory
filings, taxes and compliance with simplified timelines. Reducing administrative
friction increases survival rates and lowers operating costs. It will also improve
compliance and data quality.

= Procurement set-asides for startups. Reserve a portion of government procurement for
startup solutions in health, education, and agriculture. This provides first commercial
demand and validates solutions at scale. Public procurement catalyses growth and
signals buyer confidence.

= Credit guarantee schemes for scale-ups. Design targeted guarantee products to enable
bank lending to revenue-generating startups. This will reduce dependency on equity
and strengthen balance sheets. Affordable debt complements equity for capital
structure optimisation.

= Tax incentives for R&D and IP creation. Enhance R&D tax credits for startups and
provide fast-track grants for patenting and prototyping. Reducing the cost of IP
creation boosts innovation in deeptech. Stronger IP portfolios attract strategic
investors.
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= Encourage corporate-startup partnerships. Foster shared labs, procurement pilots and
corporate VC programs to link incumbent scale to startup innovation. This gives
startups commercial pilots and channels for customer acquisition. Corporates gain
access to disruptive technology without heavy internal risk.

= Data transparency and measurement. Mandate periodic, standardised reporting for
DPIIT-recognised startups on employment, turnover and exports. Better data allows
targeted policy and evaluation. A central dashboard would improve research and
planning.

= Promote gender diversity and inclusion. Provide grants and mentorship specifically
for women-led startups and founders from underrepresented regions. Encourage VC
funds to report gender metrics and set targets. This broadens the entrepreneurial talent
pool.

= Market access programmes for exports. Support SaaS and product startups with trade
missions and export credits. Help companies navigate foreign regulations and sales
channels. Boosting exports improves FX earnings and scale economics.

= (Climate-tech acceleration and procurement. Create a dedicated climate-tech
accelerator with procurement guarantees for viable projects. Provide concessional
finance for capital-intensive climate solutions. This accelerates adoption of
sustainable technologies.

= Strengthen corporate governance standards. Encourage adoption of professional
boards, audit standards, and transparency best practices as a condition for larger
funding. Robust governance improves investor confidence and reduces systemic risk.
Training modules for founders can accelerate adoption.

* Promote secondaries and employee liquidity. Facilitate regulated secondary markets
for employee share sales to improve retention and create partial exits. Liquidity helps
talent stay with startups and aligns incentives. It also provides early returns to
founders and employees.

= Accelerate public-private incubator networks. Scale successful incubators through
performance-based grants and franchise models. Ensure incubators provide market
access, legal, and fundraising support. Consistent national coverage spreads startup
benefits.

= Support clusters for manufacturing startups. Invest in common facility centres (CFCs)
for hardware startups to lower prototyping costs. Specialized industrial clusters with
plug-and-play services reduce time-to-market. This de-risks capital-heavy hardware
ventures.

= Promote entrepreneurship education nationally. Integrate entrepreneurship modules
across higher education with practical projects and mentorship. Early exposure builds
entrepreneurial skills and start-up readiness. This long-term investment raises the
quality of founder pipelines.

Evaluation

This section evaluates the observed outcomes of policies and ecosystem trends over 2020—
2025 and measures them against set objectives like job creation, innovation, regional spread,
and financial sustainability.
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= Effectiveness of policy interventions. DPIIT’s Startup India initiative and state startup
policies successfully increased formal recognition and created institutional support.
The rapid growth in recognised startups (from a few hundreds in the early years to
over 150,000 by 2024-2025) shows strong uptake. However, recognition alone is not
sufficient — conversion into scalable, profitable firms requires more targeted support
(capital and procurement), which remains partially unmet.

= (Capital efficiency & funding cycles. The 2021 funding peak financed hyper-growth
strategies; the 2022 correction recalibrated market expectations and pushed startups
toward better unit economics. This correction improved capital discipline but also
exposed late-stage funding gaps. Overall, funding markets are maturing — but access
to predictable late-stage capital is still a constraint for scaling.

= Job creation vs. quality. Startups created many high-skill jobs, elevating human
capital in software and product roles. Yet, job volatility is higher in startups than in
established firms, and many positions are concentrated in a handful of cities. Regional
dispersal improved but still requires infrastructure investment to equalise
opportunities.

= Innovation outcomes. Deeptech formation accelerated (AI/ML focus), and IP activity
increased; however, commercialisation (moving labs to market) still faces challenges
due to capital intensiveness and long gestation times. University-industry linkages
need strengthening to drive sustainable deeptech commercialization.

* Macro resilience. The startup ecosystem showed resilience amid macro shocks,
adapting business models during the pandemic and through funding cycles. This
resilience indicates stronger foundations but also a need for systemic risk
management mechanisms (e.g., governance standards, stress testing of large
platforms).

= Qverall assessment. Policies and private investment created meaningful, measurable
improvements in India’s entrepreneurial ecosystem during 2020-2025. The remaining
gaps are addressable with focused policy actions (late-stage capital, procurement,
regional infrastructure, skills) and improved data measurement to guide interventions.

Concluding Statement
India’s journey from a nascent startup scene to one of the world’s largest innovation
ecosystems took an important turn in 2020-2025. Startups moved from being
concentrated experiments in large cities to becoming engines of employment, services
exports, and technological diffusion across a broader geography. They not only
created new products and businesses but also catalysed changes in how traditional
firms operate, how consumers transact and how public services are delivered. The
pandemic proved to be both a stress test and an accelerator: firms that pivoted to
digital models often scaled rapidly; others had to recalibrate. Funding market
corrections introduced discipline that should help build more sustainable enterprises.
Government policy — while not the single determinant of success — played a
catalytic role by providing recognition, basic fiscal incentives, and an institutional
architecture for state—industry collaboration. If India is to fully realise the promise of
startups for inclusive growth and technological leadership, the focus must now shift
from mere counting of startups and unicorns to strengthening the plumbing that
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enables scale. This includes deeper domestic capital markets for late-stage financing,
regionally balanced infrastructure, streamlined compliance, robust governance norms
and deliberate investments in human capital for deeptech and product engineering.
Startups are not a silver bullet, but they are an essential complement to industrial
policy and public investment, especially where technology and services can scale
rapidly. With the right policy calibrations and continued private sector commitment,
the period following 2025 can convert the momentum built during 2020-2025 into
long-run gains in productivity, employment, exports and inclusive economic
development.
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