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 India’s aspiration to become a $5 trillion economy hinges on new 

engines of growth that generate productivity, jobs, and global 

competitiveness. This paper examines the role of India’s startup 

ecosystem as a growth engine using secondary data drawn from 

government sources (DPIIT, NITI Aayog, RBI), industry bodies 

(NASSCOM), and reputable reports. It reviews global and Indian 

literature, outlines policy architecture (Startup India, Digital India, Atal 

Innovation Mission), and analyzes trends in firm formation, funding, 

and sectoral spread across fintech, edtech, healthtech, agritech, and 

deep tech. Findings indicate that startups contribute materially to GDP 

and employment, catalyze digitally delivered exports, and diffuse 

innovation via India’s digital public infrastructure (Aadhaar, UPI, 

ONDC). However, scaling is constrained by early-stage funding gaps, 

regulatory frictions, uneven R&D intensity, infrastructure deficits, and 

talent churn. The paper maps future prospects in rural, green, and 

digital entrepreneurship and argues that sustained policy simplification, 

patient domestic capital, and stronger IP/R&D capabilities are pivotal 

for translating startup momentum into India’s $5 trillion economic 
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trajectory. 

1.1 Introduction 

India has emerged as one of the fastest-growing economies in the world, aspiring to become a $5 

trillion economy by 2027–28, a goal that reflects both its demographic advantage and its ambition to 

strengthen its global economic position. Achieving this vision requires not only sustained 

macroeconomic growth but also the harnessing of new engines of development that can drive innovation, 

generate employment, and enhance competitiveness. In this context, the startup ecosystem has gained 

immense significance as a transformative force reshaping India’s economic trajectory. 

Over the last decade, India has witnessed a remarkable surge in entrepreneurial activity, supported 

by an enabling policy framework, improved digital infrastructure, and a rising culture of innovation. As 

of 2023, India stands as the third-largest startup ecosystem in the world, after the United States and 

China, with more than 90,000 recognized startups and over 100 unicorns spanning diverse sectors such as 

fintech, edtech, healthtech, agritech, mobility, and deep technology. These startups are not only 

contributing to economic growth but are also playing a pivotal role in job creation, technological 

innovation, digital inclusion, and exports, thereby directly linking with the broader national vision of a $5 

trillion economy. 

The importance of startups in economic growth can be explained through their ability to address 

structural gaps in the economy. Traditional industries, though significant, often face limitations in terms 

of scalability, efficiency, and adaptability. Startups, on the other hand, are characterized by agility, risk-

taking, and innovative problem-solving. They leverage emerging technologies such as artificial 

intelligence (AI), blockchain, Internet of Things (IoT), and big data analytics to create solutions that 

disrupt conventional models of business and service delivery. For instance, fintech startups have 

expanded access to financial services in rural and semi-urban India, while healthtech startups have 

democratized healthcare delivery through telemedicine platforms. Such innovations not only meet 

domestic needs but also create opportunities for export-oriented growth, enhancing India’s 

competitiveness in the global market.  

Moreover, the contribution of startups to employment generation cannot be overstated. According 

to government estimates, recognized startups have created over 1 million direct jobs and countless 

indirect opportunities. With India facing the dual challenge of reaping its demographic dividend while 

addressing unemployment, the expansion of the startup sector provides a sustainable pathway for 
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inclusive growth. Startups also contribute significantly to skill development, as they demand new 

competencies in data science, digital marketing, and advanced manufacturing, thereby aligning the 

workforce with global trends. 

Government policies have played a crucial role in nurturing this ecosystem. Flagship initiatives 

such as Startup India (2016), Digital India, Make in India, and the Atal Innovation Mission have created 

a more supportive environment for entrepreneurship by simplifying compliance procedures, providing 

tax incentives, facilitating funding through mechanisms like the Fund of Funds for Startups, and 

promoting incubators and accelerators across educational institutions. These initiatives not only foster 

domestic innovation but also attract foreign direct investment (FDI), which has been rising steadily in 

India’s startup sector. Venture capital inflows and angel investments further reflect investor confidence in 

India’s entrepreneurial potential. However, despite impressive growth, challenges persist. Many startups 

struggle with issues such as limited access to early-stage capital, complex regulatory frameworks, 

difficulties in scaling up, and talent retention.  

Moreover, global economic uncertainties, including fluctuations in venture capital funding and 

competitive pressures from established multinational corporations, add layers of complexity. Addressing 

these challenges is crucial to ensure that the momentum of India’s startup ecosystem translates into 

tangible contributions toward the $5 trillion economy aspiration. 

1.2 Review of Literature 

The relationship between startups and economic growth has been widely explored in both global 

and Indian contexts. Startups are recognized as engines of innovation, job creation, and competitiveness, 

thereby contributing significantly to national economies. From a global perspective, Acs et al. (2017) 

argue that entrepreneurial activity fosters economic dynamism by introducing disruptive innovations that 

enhance productivity and expand market frontiers. Similarly, Audretsch and Belitski (2021) highlight 

that entrepreneurial ecosystems, when supported by conducive policies and access to capital, serve as 

critical drivers of regional and national development. Case studies of ecosystems such as Silicon Valley 

and Israel’s “Startup Nation” illustrate how startups can transform small economies into global 

innovation hubs (Senor & Singer, 2009). These insights underline the transformative potential of startups 

in India’s economic journey. 

In the Indian context, several studies have emphasized the rapid growth of the startup ecosystem 

and its impact on macroeconomic indicators. Gupta and Tyagi (2020) note that the rise of technology-
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based startups has created significant employment opportunities and contributed to GDP growth. 

According to NITI Aayog (2021), startups are central to India’s vision of becoming a $5 trillion 

economy, with contributions spanning fintech, agritech, healthtech, and deep technology sectors. 

Likewise, Chakraborty and Bose (2019) argue that the success of initiatives such as Startup India and 

Digital India has improved entrepreneurial confidence and attracted global venture capital investment. 

The role of government support is another recurring theme in the literature. Dutta and Rao 

(2022) emphasize that policies such as tax incentives, simplified compliance, and funding schemes have 

played a crucial role in nurturing the ecosystem. However, they also highlight persistent barriers, 

including regulatory bottlenecks and uneven access to capital. Similarly, Kumar and Singh (2021) argue 

that while metropolitan regions like Bengaluru, Delhi-NCR, and Mumbai dominate the ecosystem, tier-2 

and tier-3 cities remain underrepresented, raising questions of inclusivity and regional balance. 

Despite these insights, research gaps remain. First, much of the literature examines startups from 

a business or innovation lens, with limited focus on their macroeconomic implications for India’s $5 

trillion GDP vision. Second, empirical studies are often fragmented, relying on case studies or sectoral 

data rather than comprehensive secondary data analyses. Third, there is limited exploration of how 

startups can drive inclusive growth by linking rural economies, women entrepreneurs, and sustainability 

goals with the broader economic narrative. 

This review indicates that while startups are recognized as vital drivers of growth and innovation, 

there is a need for systematic research connecting their contributions directly to India’s economic 

aspirations. Addressing this gap, the present study evaluates secondary data to map the role of startups in 

India’s journey toward achieving its $5 trillion economy goal. 

1.3 Research Objectives 

1. To analyse the contribution of startups to India’s GDP, employment generation, and innovation 

capacity. 

2. To evaluate the role of government initiatives and policy measures (such as Startup India, Digital 

India, and Make in India) in fostering the growth of the startup ecosystem. 

3. To identify the key challenges and prospects of startups in driving India’s vision of becoming a 

$5 trillion economy. 

1.4 Research Methodology 
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The present study adopts a descriptive and analytical research design to examine the role of 

India’s startup ecosystem in contributing to the country’s aspiration of becoming a $5 trillion economy. 

The descriptive approach enables the collection, organization, and presentation of existing information on 

the subject, while the analytical approach allows for the interpretation of patterns, relationships, and 

implications emerging from the data. 

1.5 The Indian Startup Ecosystem: An Overview 

India's startup ecosystem has burgeoned impressively, underscoring its position as the world's 

third-largest startup ecosystem. As of June 30, 2024, 1,40,803 DPIIT-recognized startups span across 656 

districts, supported by over 100 unicorns. By mid-2025, recognized startups surged to 180,683, with 

close to 21,683 new registrations within the year. 

Investment trends reveal robust growth in capital flows venture capital, angel funding, and FDI—

with a notable rise thanks to investor confidence and enabling policies Specifically, startups contributed 

approximately USD 140 billion to India’s economy in FY 2023, and their share in GDP growth was 

estimated between 10% and 15% for the period FY 2016–17 to FY 2022–23. 

Sectoral distribution demonstrates a diversified ecosystem. Fintech has emerged as a major pillar: 

out of over 14,000 new startups in 2021–22, around 6,600 belonged to fintech, collectively valued at 

about USD 31 billion. India's fintech sector now ranks among the world's fastest-growing, securing third 

place in fintech funding globally by early 2025. Other dynamic sectors include edtech, healthtech, 

agritech, deep tech, cleantech, and spacetech—though detailed sector-by-sector numbers may vary across 

sources. 

1.6 Contribution of Startups to the Indian Economy 

GDP Contribution: In FY 2023, startups added around USD 140 billion to India’s economy. Their 

cumulative contribution to GDP growth over recent years is estimated between 10% and 15%. Kalaari 

Capital projects that startups may contribute an astonishing USD 1.6 trillion—around 5% of GDP—by 

the year 2047. 

Job Creation and Skill Development: As of October 31, 2024, DPIIT-recognized startups have generated 

more than 1.66 million direct jobs nationwide. Data from Business Insider further contextualizes this 

trend, noting that by 2023, over 140,800 recognized startups had created approximately 1.6 million direct 

jobs. The resilience of the sector is further evidenced by renewed hiring in FY 2025, where net additions 
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totaled 60,000 employees, raising the total startup workforce to 590,000, with projections of 80,000 more 

tech jobs in FY 2026.  

Innovation, Technology, and Exports: Indian startups drive innovation by deploying emerging 

technologies—AI, IoT, digital finance, health tech—to disrupt traditional sectors and boost productivity 

and inclusion. While direct figures linking startups to export values are less explicit, the synergy with 

India's broader tech sector is evident: the tech sector added USD 283 billion to GDP in 2024, accounting 

for 7.3% of total GDP, solidifying India’s position as the third-largest startup ecosystem globally. 

Support to MSMEs and Rural Economy: Startups often complement MSMEs by infusing digital tools 

and innovative models. MSMEs contribute about 30% of India's GDP, and the digitalization wave is 

accelerating their productivity and inclusion. Initiatives such as the Atal Innovation Mission (AIM) have 

launched numerous incubation centers 72 operational AICs as of 2025 incubating over 3,500 startups and 

creating more than 32,000 jobs, with a strong undercurrent of inclusive entrepreneurship in rural and 

underserved regions.  

Table 1.1 Overview of Startups in India 

Aspect Key Data Points 

Number of Startups ~140,800 (June 2024); ~180,683 (mid-2025) 

Unicorn Count Over 100 as of 2024–2025 

GDP Contribution USD 140 billion in FY 2023; 10–15% of GDP growth 

Future GDP Projection USD 1.6 trillion (approx. 5% of GDP by 2047) 

Jobs Created ~1.6 million direct jobs (2023) 

Workforce Scale 590,000 employees in startups (FY 2025) 

Sectoral Strengths Fintech (~6,600 startups, USD 31B value), plus edtech, healthtech, agritech, 

deep tech 

Tech Sector 

Contribution 

USD 283 billion in 2024 (7.3% of GDP) 

Support to 

MSMEs/Rural 

MSMEs contribute 30% GDP; AIM incubated 3,500+ startups creating 32,000 

jobs 

Source: Data compiled from multiple secondary sources: IBEF (2024), KPMG (2024), Economic Times 

(2025), Business Insider (2024), IndBiz (2024), Outlook Business (2023), and Wikipedia (2025). 
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1.7 Government Initiatives and Policy Support 

To cultivate a vibrant startup ecosystem, the Indian government has launched several initiatives aimed at 

reducing systemic barriers and enhancing entrepreneurship. 

1. Startup India (2016): Launched on January 16, 2016, this flagship initiative managed by 

DPIIT—focuses on simplifying compliance, providing tax relief, and mobilizing capital through 

programs like the Fund of Funds for Startups (FFS), income tax exemptions for the first three 

years, and collateral-free loans via a credit guarantee scheme (Startup India, n.d.)  

 

2. Digital India (2015): Introduced on July 1, 2015, Digital India aims to provide secure digital 

infrastructure, expand digital services, and build universal digital literacy—thus creating a 

ubiquitous digital backbone that supports startup growth, especially in underserved areas (Digital 

India, n.d.)  

 

3. Atal Innovation Mission (AIM): Launched under NITI Aayog in 2016, AIM encourages 

innovation at every level. Among its programs are the Atal Tinkering Labs (ATLs) deployed in 

schools and Atal Incubation Centres (AICs) across universities and institutions. As of 2025, there 

are over 10,000 ATLs and 72 operational AICs, which have incubated more than 3,500 startups 

and generated over 32,000 jobs, including a strong representation of women-led ventures (AIM, 

n.d.)  

 

4. Beyond these, diverse schemes—like seed funding, mentor networks, and infrastructure 

support—form a comprehensive policy ecosystem. One study cataloged nearly 50 distinct 

government programs, spanning grants, subsidies, incubators, and financial assistance, 

underlining the depth of institutional delivery (Wasnik & Jain, 2023)  

 

5. Incubators and Accelerators also play a pivotal role. Institutions such as CIIE.CO at IIM 

Ahmedabad and incubators like T-Hub in Hyderabad (a public–private partnership among 

government, academia, and private sector) have provided critical support in mentoring, funding, 

infrastructure, and global linkages for startups (CIIE.CO, n.d.; T-Hub, n.d.)  

1.8 Challenges and Barriers 

Despite robust policy support, Indian startups confront several persistent challenges: 
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1. Funding Gaps and Limited Domestic Capital: While governmental schemes have injected 

capital, early-stage startups, especially in Tier II/III cities, struggle to access seed and angel 

funding. Industry veteran Mohandas Pai has highlighted a worrying lack of domestic capital and 

restrictive policies that significantly impede growth (Pai, 2025)  

2. Regulatory and Compliance Issues: Many startups still face bureaucratic delays, complex 

paperwork, and regional policy inconsistencies. Though initiatives like self-certification under 

Startup India were intended to reduce this burden, actual implementation remains uneven 

(CivilsDaily, 2025)  

3. Market Competition and Scalability: Indian startups often face stiff competition—both 

domestically from established businesses and internationally. Their capacity to scale sustainably 

is tested by infrastructural gaps, limited R&D, and a sometimes risk-averse ecosystem (Financial 

Times, 2025; jetir, 2025)  

4. Talent Acquisition and Brain Drain: Despite a large STEM graduate pool, many top talents 

migrate abroad for better career prospects, draining the innovation ecosystem of critical human 

capital. Domestic institutions still lag behind in research commercialization and fostering high-

end innovation (Financial Times, 2025; IAEME, 2024)  

5. Infrastructural Bottlenecks; Inadequate physical infrastructure—such as unreliable electricity, 

high logistics costs, and insufficient broadband penetration in rural areas—limits startups 

operating outside metro cities (NITI Aayog, 2021). 

 

6. Intellectual Property (IP) Protection:Weak enforcement of IP laws and lengthy patenting 

processes hinder innovation-driven startups, particularly in biotech, deep tech, and hardware-

based ventures (Dutta & Rao, 2022). 

7. Limited Research and Development (R&D) Investment: India’s R&D spending remains 

around 0.7% of GDP, significantly lower than countries like China (2.4%) and the US (3.5%). 

This restricts the capacity of startups to develop globally competitive deep-tech solutions (jetir, 

2025). 

8. Digital Divide and Regional Disparities: While Tier-I cities like Bengaluru, Delhi-NCR, and 

Mumbai dominate the ecosystem, startups in Tier-II and Tier-III cities face gaps in mentorship, 

funding, and incubation support (Kumar & Singh, 2021). 
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9. Economic Uncertainty and Funding Winter: Global macroeconomic headwinds, such as 

inflationary pressures and declining venture capital inflows, have created a "funding winter" for 

Indian startups, slowing down growth and forcing many to cut costs or shut down operations 

(Economic Times, 2025). 

10. Sustainability and ESG Pressures: With rising concerns about environmental and social 

governance (ESG), startups are expected to adopt sustainable business models. However, 

balancing profitability with sustainability adds cost pressures, especially for early-stage ventures 

(World Bank, 2022). 

1.9 Future Prospects: Mapping the Road to a $5 Trillion Economy 

1. Potential of startups in boosting GDP 

India’s technology and startup engine is positioned to be a major growth lever through 2030. 

NASSCOM estimates India’s tech sector could contribute about US$1 trillion to GDP by 2030, 

underscoring the scale of innovation-led value creation (NASSCOM, 2025). This sits atop a large 

current base: India’s technology industry revenue (incl. hardware) was US$254 billion in FY2024 

(NASSCOM, 2024).  In parallel, multinational Global Capability Centres (GCCs)—a critical 

demand anchor for startups in SaaS, cybersecurity, DevOps and AI—are projected to expand 

from US$64.6B (FY2024) to US$99–105B by 2030 (Nasscom–Zinnov), enlarging downstream 

opportunities for product startups and service boutiques (Reuters, 2024).  As recognized startup 

formation and direct job creation continue to rise (DPIIT), this innovation-productivity nexus can 

materially raise potential growth (PIB, 2025).  

2. Role in innovation-driven exports 

Startups—especially in digitally delivered services (e.g., IT, business & professional services, 

FinTech, design, media tech)—are increasingly export-oriented. WTO’s Global Trade Outlook 

documents the global surge of digitally delivered services in 2023 (WTO, 2024).  In that year, 

India ranked 4th globally in such exports at ~US$257 billion, up ~17% YoY, signalling deep 

competitiveness in knowledge-intensive trade (WTO as reported by India Today/TOI, 2024).  

UNCTAD likewise notes the structural outperformance of digitally deliverable services, with 

developing economies breaching the US$1T mark in 2023 (UNCTAD, 2024).  This momentum, 

coupled with the scale-up of GCCs and cross-border SaaS, positions startups to keep lifting 

services exports share in the medium term.  

3. Scope for rural, green, and digital entrepreneurship 
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Digital public infrastructure (DPI)—Aadhaar, UPI, and open networks—lowers entry barriers, 

expands domestic markets, and enables rural entrepreneurs to formalize and sell nationwide. 

Digital commerce & market access: The Open Network for Digital Commerce (ONDC) now 

spans 616+ cities and 7.6 lakh+ sellers/service providers, democratizing discovery for MSMEs, 

SHGs and artisans (PIB, 2025). Rural market linkages. The agriculture e-marketplace e-NAM has 

integrated 1,522 mandis (as of June 30, 2025), improving farmer access to transparent markets—

an upstream enabler for agritech startups (PIB, 2025).  

Payments rails. UPI crossed 20 billion transactions in August 2025 (NPCI), with official monthly 

statistics evidencing unprecedented scale—crucial for nano-entrepreneurship in rural and peri-

urban India (NPCI, 2025; ET, 2025). Identity & authentication. UIDAI reports sustained growth 

in Aadhaar authentications through 2025, enabling e-KYC and low-cost onboarding for startups 

serving last-mile users (UIDAI, 2025).  

On the green entrepreneurship frontier, the National Green Hydrogen Mission—budgeted at 

roughly US$2.4B in its initial phase—will catalyze demand for electrolyzer tech, storage, and 

hard-to-abate applications, opening deep-tech opportunities for climate startups (GOI, 2023; U.S. 

State Dept., 2024; RMI, 2025).  

 

4. Global positioning of India as a startup hub 

India is officially described as the world’s third-largest startup ecosystem (PIB/Startup India, 

2025). On innovation capabilities, India ranks 39th of 133 economies in the Global Innovation 

Index 2024, and 1st among lower-middle-income economies (WIPO, 2024). City-level rankings 

further highlight dynamism: Bengaluru features among the global top-10 ecosystems in 

StartupBlink’s 2025 index, with New Delhi strong across multiple industries—evidence of 

maturing depth and specialization (StartupBlink, 2025).  Together, these signals—scale, DPI, 

export strength, and city clusters—suggest India can consolidate as a leading global startup hub, 

provided policy continues to prioritize R&D, IP, and patient capital. 

1.10 Conclusion 

India’s aspiration of becoming a $5 trillion economy in the near future is closely intertwined with 

the growth and dynamism of its startup ecosystem. Over the last decade, India has emerged as the 

third-largest startup hub globally, home to more than 180,000 recognized startups and over 100 
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unicorns. These ventures have already demonstrated their impact through job creation, 

technological innovation, digital inclusion, and rising contributions to GDP and exports. With a 

strong base in technology and services, startups are not only fostering domestic economic 

transformation but are also positioning India as a competitive global innovation hub. 

The analysis based on secondary data indicates that startups are playing a vital role in addressing 

structural gaps in the economy. By leveraging emerging technologies such as AI, IoT, blockchain, 

and digital finance, they have redefined access to healthcare, education, financial services, and 

agriculture. In doing so, they have contributed significantly to both urban and rural development, 

aligning entrepreneurial activity with inclusive growth. The rapid rise of digitally delivered 

services exports, which place India among the top four global exporters, underscores the 

international reach of its startup ecosystem. 

Government initiatives such as Startup India, Digital India, and the Atal Innovation Mission have 

been central in shaping this landscape. Through tax incentives, simplified compliance, incubation 

networks, and funding schemes, these policies have created an enabling environment that attracts 

both domestic and foreign investment. Furthermore, the growth of digital public infrastructure—

such as Aadhaar, UPI, and ONDC—has lowered barriers for entrepreneurs, especially in Tier-II 

and Tier-III cities, while also expanding rural entrepreneurship opportunities. 

At the same time, challenges remain. Funding gaps, regulatory hurdles, scalability issues, and 

talent acquisition difficulties continue to constrain the full potential of Indian startups. 

Infrastructure deficits, weak intellectual property enforcement, and limited R&D spending also 

pose obstacles. The phenomenon of “funding winters” and the global competition for talent 

further underline the vulnerabilities of the ecosystem. Addressing these barriers requires sustained 

policy reform, greater domestic capital mobilization, and stronger support for innovation-led 

sectors. 

In conclusion, India’s startup ecosystem represents both a challenge and an opportunity. If 

nurtured through supportive policies, patient capital, and inclusive innovation, startups could 

contribute not just billions, but trillions to the national economy in the coming decades. 

Strengthening this ecosystem is therefore not merely an entrepreneurial agenda—it is a national 

imperative for realizing India’s dream of becoming a $5 trillion economy, and beyond, a 

sustainable and inclusive global growth leader. 
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