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Abstract

Entrepreneurship has become an essential vehicle for economic growth and employment opportunities,
both in developed and developing countries. In the last few decades startups have gained prominence as
levers of structural change, technological advance and inclusive development. This research examines the
level to which the rise of entrepreneurship contributes to the economic growth and employment creation
in three main zones; what is the effect of startups, in reality, on creating jobs and raising incomes including
local unemployment. The research is based on secondary data from government reports, industry surveys
and academic publications, and used to study the Indian startup ecosystem one of the world’s fastest
growing. The paper studies the formation of startups, breakdowns of sector labor, sources of income and
level of contribution to GDP. It also assesses indirect employment consequences resulting from supply
chain operations, service networks or other sectors. Startups represent one of the most significant sources
of absorption by skilled and semi-skilled workforce that has led to self-employment and innovation that
has led to increased productivity and efficiency. Additionally, startups play an important role in regional
development by helping boost the economy outside cities and by stimulating economic activity at an
individual local level. The paper further emphasizes the essential need for an enabling ecosystem of
entrepreneurs, financial facilitation through finance, skill empowerment practices and favorable
regulations for its social impact. Startups are widely considered to have a high positive impact on
economic resilience, growth in income, and sustainable development. Therefore, an effective policy
response to unemployment and the economy’s future would require reinforcing entrepreneurship through
targeted policy measures.

Keywords: Entrepreneurship, Startups, Economic Growth, Employment Generation, Job Creation,
Income Growth, Innovation

1. Introduction

Today’s economies generally view entrepreneurship as one of the most important driving forces for
economic development, growth, innovation, and employment. When new businesses are formed,
entrepreneurs design products and services, and new business-centered ideas and new markets and
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intensified competition, with increased productivity, productivity can increase. Entrepreneurs conduct
pioneering activities to turn new ideas from non-profit businesses into economically viable ventures,
which form one innovative way, an entrepreneurial approach directly contributing to the national income
for social welfare.

Starting on the premise that startups are new companies, which have some of the most rapid growth,
entrepreneurship and other entrepreneurial tendencies today, they turned out to be the key drivers behind
economic changes in recent decades. Unlike other small businesses, a startup company is distinctive, with
the ability to scale, utilize big technology, and innovate to disrupt competitors. They are critical drivers of
domestic and foreign investment, digitalisation, and industrial and service sector development. As a result
of that, startups also offer a huge amount of direct and indirect employment in a variety of industries,
including IT, healthcare, finance, education and e-commerce.

In emerging economies such as India, the contribution of entrepreneurship is more crucial with a huge
youth population and increasing unemployment. Each year, the labor force enrolls millions of young
people and employment generation has become an objective to address in policy agenda. So startups and
start-ups for instance provide alternative jobs, whether via self-employed persons, small businesses or
innovation based. They help in encouraging regionalization by breaking out of regional-urban-commercial
clusters and enabling regional or semiurban entrepreneurship. In addition, entrepreneurship fosters income
growth by contributing to household income growth, increase purchasing power and inclusive
development and increasing income growth. Startups that successfully start-up not only profit from
investing but give stable income back to workers and employees. And startups create value with
innovation, allowing businesses to drive supply chains, improve service (or services), and grow demand
in adjacent industries. Understanding entrepreneurship effect on economic growth and employment
growth and establishment of economic sectors such as entrepreneurship, and development agencies are
critical concepts for the policy-makers, researchers, policymakers, developers, and agencies associated
with the economic growth in this area.

This research studies the impact of startups in job creation on employment and how it creates jobs,
generates income, their effect on jobs and income, and ultimately on economic success, the way startups
pave a good platform for growth, and how it creates more resilient entrepreneurship. In this respect, the
study therefore aims to describe entrepreneurship as a possible source of long-term sustainable way to
long run economic well-being and societal development and to represent entrepreneurship as it could
become a long-term source of durable means of sustainable manner of economic development and societal
growth in the long run. This is through an empirically data and policies oriented approach with the focus
of this study: the study aims to emphasize the empirical patterns and policy view.

2. Review of Literature

Entrepreneurship in inclusive development is of high importance to the Organisation for Economic Co-
operation and Development (OECD). Moreover business enterprises promote job flexibility in the labor
market, regional development, developed markets and competition. This approach enhances opportunities
for economic development. In short, they lead also to better allocation of resources and system efficiency.
The Global Entrepreneurship Monitor (GEM) gives an overview of how actively entrepreneurs are running
their businesses and what their activity in the economy should look like. According to reports by the Global
Entrepreneurship Monitor (GEM), countries with most early stage entrepreneurialism tend to have higher
overall national levels of employment growth and innovation productivity later on. Such studies further
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validate the pivotal position for both supportive institutions and funds and institutions in determining
innovation effectiveness in entrepreneurship. Several studies in the past few years have also investigated
the contribution of startups and the economy development in India.

According to industry reports by NASSCOM, India is one of the largest startup ecosystems in the world
among entrepreneurs. They highlight especially the technology-driven sectors. These reports show that
startups in India have provided jobs in the short and indirect term, contributed considerable export income,
and further contributed to the digitisation agenda.

In the same study Sharma and Singh (2019) found that technology-based startups were the engine of
income growth and productivity, with superior performance than traditional business enterprises. Kumar
(2021) found that entrepreneurial endeavours have strong multiplier effects by generating demand in
related industries (logistics, marketing and professional services), in another reference.

3. Problems of the Study

A rising awareness of entrepreneurship as a significant driver of both economic activity and job creation,
but still poses some structural, institutional, and operational obstacles for the achievement of its potential.
In developing countries such as India, the startup ecosystem has transformed by leaps and bounds, with
various Startup India initiatives making it possible to build it. However, for some startups,
entrepreneurship has not been conducive to growth and stability. Many problems of growing quickly occur
as a result.

Access to finance is a tremendous challenge, especially in the first phase of the business development.
The lack of solid collateral, heavy interest payment and strict lending, leave entrepreneurs struggling to
apply for seed funding, venture capital or bank credit. So that's why promising startups like these do not
grow, or lose business too rapidly, meaning they don't add on to employment generation. There’s also an
enormous problem around startups’ failure rate. Rivalry in the market, technological uncertainty and
differing consumer tastes plague startups. Lack of management skills, inadequate planning, poor
marketing also contribute to the risk of failure. Too many startups close down not only eliminate jobs but
also dampen interest from up-and-coming entrepreneurs in the same sector.

The skills of the workforce are out of step with the needs of the industry. Most startups require very specific
technical, digital and managerial skills, which job seekers generally don’t possess. Vocational training is
absent and there is poor interaction between the industry and academia creating skill gaps which affects
productivity and innovation generation. Part of the problem is the governing and administrative burden of
regulatory and bureaucratic hurdles. These complicated licensing processes, shifting regulations, tax
problems and the cost of compliance contribute considerably to operating costs and delay business growth.
Even when reforms were laid down to make it easier to do business, many entrepreneurs, particularly in
the country’s rural and semi-urban areas, still face challenges to those processes.

Second, there is a paucity of evidence and empirical examination of the indirect influence of startups on
employment and income growth. Much of this literature looks at jobs being created directly through
businesses, not in indirect employment that was created via the supply chains, service providers, and other
support industries. Without high-quality data on this subject, effective policies and impact assessments
could not occur. Finally, a chronic issue remains with regional discrepancies in entrepreneurial
development. Most of the startup activity is concentrated in metropolitan municipalities with minimal
investment and institutional support in rural or backward areas. Such uneven growth not only hinders
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economic development inclusion, but also downplays the overall contribution of entrepreneurship to
economic development.

In addressing these challenges, it is necessary to investigate what challenges startups and entrepreneurs
encounter in a systematic way. Policy, financial support systems and capacity-building programs to
promote and build capacity through meaningful investment and empowerment, strengthen the impact of
entrepreneurship on economic growth and remediate the above challenges.

4. Objectives of the Study

This study investigates entrepreneurship's impact on growth and job creation, with a focus on startups in

India. The startup ecosystem has blossomed over the recent years under the direction of initiatives like

Startup India. The results are various sources of investment, innovative opportunities, and skilled

employment which should appeal to any Indian startup-minded individual or new entrant at its inception.

That said, the actual impact and contributions of startups to income expansion and socio-economic

development needs to be systematically explored. The aim of the study is to:

1. To assess the scale of entrepreneurship and the number of startups, the sectoral spread, and the spread
through different regions.

2. To provide a summary of activities from startups that are job creation activities in direct and indirect
jobs of startups in different sectors across the various industries.

3. To assess startups' contribution to economic growth with respect to Gross Domestic Product (GDP),
productivity, and innovation.

4. To understand how such startups affect income distribution and living standards in wage, self-
employment and family income through earning.

5. To investigate the issues and constraints entrepreneurs and new ventures face to achieve sustainable
growth and long-term consistency in order to create sustainable growth and stability.

6. To evaluate whether government policy and government support on entrepreneurship and startup
establishment and startup growth in terms of policy efficacy.

7. To provide specific measures and policy recommendations to enhance the ecosystem of an
entrepreneurial ecosystem, and its contribution to national development.

Armed with these aims, this research is intended to contribute to a better knowledge of how entrepreneurs

and start-ups drive economic growth and job creation. These findings will guide the design of policies,

academia and development agencies alike and will also encourage economic growth that is inclusive,

sustainable and driven by innovation.

5. Research Methodology

This study is conducted using a unique systematic methodology to identify the impact of entrepreneurship
on economic growth and job creation, taking into account both Indian startups and their social effects on
entrepreneurship in India. A structured, consistent method is used to construct data to ensure research
findings are sound and objective.

5.1 Research Design: In the study a descriptive-analytical research design is adopted. The descriptive
study design gives the emerging trends from startup growth to employment creation to income generation
and the analytical study design interprets the relationships between entrepreneurship and other measures
of economic performance. This design works in depth for exploring secondary data and making relevant
inferences.
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5.2 Sources of Data: Research data set the data set used in the study includes mostly secondary data
derived from credible and certified sources such as:

e Publications by the Department for Promotion of Industry and Internal Trade (DPIIT).

e Publications of NASSCOM.

e Reports from the World Bank.

e Data from the Reserve Bank of India (RBI).

e Journals, books, newspapers and official websites.

e Reports of the Startup India portal.

These data sources also provide in-depth data on startup numbers, employment numbers, sectoral
representation, investment trends and contributions to economy.

5.3 Sample Selection: As the study was based on secondary data, no primary sample survey was
conducted. Data regarding the market-recognized start-ups, employment and sectoral developments,
however, were sourced from national databases, as well as industry reports. Tech-driven service-oriented,
innovation-facing start-ups were emphasized.

5.4 Tools and the method of analysis: The analysis used the following statistical and analytical methods:

Tabulating and categorizing data.

Percentage analysis.

Trend analysis.

e Comparative analysis.

e Graphic data and charts (if applicable).

These tools, in turn, will assist in identifying patterns, growth rates, and relationships between
entrepreneurial activities and economic outcomes.

5.5 Limitations of the Study. Limitations:

1. Data reliance on secondary data could expose a report’s accuracy in terms of reporting gaps.
There are figures on employment which include estimates but not actual numbers.

Not wholly covering informal and unregistered startups.

Regional data disaggregation is not available.

Micro-firm Analysis: These micro-firm analysis were not conducted in the present study.

kb

Limitations aside, this data was considered to be appropriate for macro level analysis as well as policy
analysis and considered sufficient to date.

Ethical Considerations. The methods of research were devised to be ethical as previously mentioned. All
sources of information are credited with. No material has been fabricated. The studies are honesty and
transparency done in research.

6. Data Analysis and Interpretation

This subsection is based on the analysis of secondary data that has been collected to evaluate the
contribution startups can make to job creation and income growth in India. Data are sourced from the
reports of Department for Promotion of Industry and Internal Trade, Startup India, NASSCOM. It is a
hierarchical analysis that can be easily manipulated through systematic analysis.

IJFMR Volume 8, Issue 2, March-April 2026 133



http://www.ijfmr.com/

m International Journal for Multidisciplinary Research (IJFMR)

ILJFMR E-ISSN: 2582-2160 e Website: www.ijffmr.com e Email: editor@ijfmr.com

6.1 Growth of Recognized Startups and Employment (2016-2025)
Table 6.1: Growth of Startups and Direct Employment

Year | Recognized Startups | Direct Employment (in Lakhs)
2016 | 471 0.10

2018 | 14,339 0.88

2020 | 40,116 1.62

2021 | 60,162 1.98

2022 | 86,704 2.38

2023 | 112,718 3.92

2025 | 159,000+ 4.60+

Source: Compiled from DPIIT and Startup India reports

The table 6.1 shows a continuous and rapid increase in the number of recognised startups during the study
period. It has jumped from just 471 startups in 2016 to more than 1.5 lakh in 2025. Direct employment
also increased in line with it: It rose from 0.10 lakh to more than 4.6 lakh. This reflects a strong positive
relationship between startup growth and job creation. The results provide evidence to support the fact that
startups are vital job generators in the economy.

6.2 Sector-wise Distribution of Startup Employment (2024-25)
Table 6.2: Sector-wise Employment Generated by Startups

Sector Employment (in Thousands) | Percentage (%)
Information Technology 204 31.5
Healthcare & Biotechnology | 147 22.7

FinTech & Banking 96 14.8
E-commerce & Logistics 82 12.7
Professional Services 74 11.4

Others 45 6.9

Total 648 100.0

Source: Industry reports and NASSCOM estimates

Data points out the Information Technology sector is the biggest employer and makes up 31.5% of the
startup jobs. Healthcare and biotechnology follow closely behind at 22.7% a sign of growing need for
innovation in health services. Sectors similar to FinTech, e-commerce, and logistics are also important for
employment. This diversification across sectors enhances economic stability and reduces reliance on a
single industry.

6.3 Contribution of Startups to Income and GDP Growth
Table 6.3: Startup Contribution to Income and GDP (FY2018-FY2024)

Financial Startup GDP Contribution (USD | % of National | Average Annual Income per
Year Billion) GDP Employee ()

2018-19 65 2.1 2,80,000

2019-20 78 2.5 3,10,000
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2020-21 95 3.0 3,45,000
2021-22 112 34 3,85,000
2022-23 128 3.8 4,20,000
2023-24 140 4.1 4,65,000

Source: Compiled from industry and economic reports.
The contribution of startups towards GDP grew steadily from USD 65 billion (2018-19) to USD 140
billion (2023-24). Their importance in national GDP increased from 2.1% to 4.1%, which illustrates their
increasing economic salience. At the same time, average annual income per startup employee increased
from 2.8 lakh to %4.65 lakh; reflecting a greater standard of living and purchasing power.

6.4 Relationship between Startup Growth and Employment Generation
Table 6.4: Correlation between Startup Growth and Employment

Year | No. of Startups (in Thousands) | Employment (in Lakhs)
2018 | 14.3 0.88
2020 | 40.1 1.62
2022 | 86.7 2.38
2023 | 112.7 3.92
2025 | 159.0 4.60

Source: Researcher’s compilation
As the table shows, as more startups start, the employment increase also makes sense. This positive
relationship shows that entrepreneurship leads to more job creation. Accelerating startup growth directly
bolsters labor absorption capacity in the economy.

7. Findings of the Study

From the examination and analysis of the secondary data in the section in the previous stage, the following

research has been deduced that entrepreneurship and startups contribute to economic development or

employment in India among the role of India.

e Rapid Expansion of the Startup Ecosystem: The data shows a great development of startups in
recognition in 2016-2025. Such a fast number of growth also indicates the development strengthening
of the entrepreneurial environment, which is boosted by government programs, digital infrastructure,
and growing confidence of investors.

e Importance to Employment Generation: Startups have become a significant source of employment
directly and indirectly. Millions of jobs are said to exist in technology, healthcare, finance, logistics
and professional services, the findings find.

e In addition to direct employment, these startups have created indirect employment levels through
vendors, suppliers, and service providers. Its contribution to the economy has never been negative
from the perspective of state economy. Their share in GDP has crossed 4 per cent, indicating their
increasing significance in the overall economic architecture. This shows startups are not only job
creators but also big value addition and productivity contributors.

e Improvement of Earning Capabilities and Living Standards: Based on analysis results presented in this
work, the average annual income of startup employees is steadily increasing. These increased earnings
provide an income-enhancing source that fosters domestic purchases and contributes to the prosperity
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of workers and entrepreneurs. An increase in earnings increases the purchasing power and enhances
domestic consumption leading to a good standard of living.

Technology-Driven Sectors Dominate: Information Technology, FinTech, healthcare, e-commerce
dominate startup employment according to the findings. Technology startups have a greater growth
opportunity and add more to innovation, exports, and digital transformation.

A Positive Relationship Between Employment and the Growth of Startups: The number of startups are
closely linked to the number of people who start jobs. The more startups, the more jobs. These also
show that by focusing on entrepreneurship that jobs as being very important for unemployment.
Increasing Role of Innovation and Research: Al, cloud computing, biotechnology and a range of digital
platforms, the increasing role of research and innovations in startups has significantly led to
innovation. Such growth, driven by innovation, increases competitiveness in global markets.
Regional Disparity in Startup Growth: Startups all over big cities, yet still largely concentrate on the
large cities. In respect to investment, infrastructure, support and institutional support, rural and semi-
urban areas lag behind.

Linking Policy Support and Institutional Frameworks to the Future: The success and sustainability of
start-ups is closely related to government policies, financial institutions, incubators and mentorship
programs. Supportive structures have a great effect on performance by entrepreneurs. Fostering
startups are one way that we have seen this to happen in society, and they’ve come off successful
entrepreneurs.

Structural resistance of the challenges — persistence of structural challenges: the research found
persistent structural obstacles like restricted access to early stage finance, regulatory and regulatory
challenges, skill and technical differences, skill shortage, and high cost of business failure rates, etc.
These problems limit the ability of startups to generate employment over time.

8. Suggestions and Policy Making
On a further note, to facilitate the role of entrepreneurship in accelerating economic growth and creating
new jobs or better stimulating the role of startups in job creation and income growth and the rise of private

companies in India, a number of policy suggestions as well and guidelines are presented as suggestions or
recommendations based on the analysis.

Strengthening Access to Finance: Early stage startups have limitations in terms of prompt and cheap
finance. Government and financial corporations need to expand seed funds, venture capital support
systems and credit guarantee frameworks. New financial packages for startups in rural/semi-urban
areas may be released. Public-private partnerships can also encourage more investment in the
innovative and creative.

Promoting Skill Development and Entrepreneurship Education: To minimize skills gaps,
entrepreneurship and innovation-oriented courses must also be included in school, college level, and
vocational curricula. It is recommended to make collaboration between universities, industry and
startups to stimulate practical training, internships and research based education more intensive.
Specialized training programs for first-generation entrepreneurs might be organized. This is achieved
by simplifying the regulatory and compliance procedures. While some reforms have been
implemented, regulatory complexity stifles startup growth. The government could also simplify
registration, taxation, licensing, and reporting requirements. An automated digital clearance system
with one window can be enhanced to minimize administrative delays and compliance costs.
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e Increasing Incubation and Infrastructure: Continued growth requires more incubators,
accelerators, and innovation centers in non-metropolitan areas to ensure balanced development
opportunities. Proper infrastructure such as high-speed internet, co-working spaces, and testing
laboratories should be available in order to help support early-stage enterprises.

e Promoting Local and Inclusive Entrepreneurship: Special incentives should be given to promote
startups in backward regions, rural areas, and tribal areas. We must aim at providing women
entrepreneurs, the socially disadvantaged, and young people from underserved communities with
targeted financial aid, mentoring programs and professional connections. This can lead to inclusive
and fair growth for everyone.

o Improved Research, Development, and Innovation: Increase investment in research and
development to support technology-based entrepreneurship. Research should encourage research
institutions and universities to partner with startups with grants and tax incentives. Innovations of this
nature also require Intellectual property rights (IPR) awareness programs. Fostering Opening of
Markets And Global Integration. Businesses, particularly startups, typically struggle to access both
domestic and international markets. Government entities should also encourage participation in trade
fairs, export promotion schemes and online marketplaces. Help for branding, certification and logistics
is a pathway to global competition for startups.

o Strengthening Support Systems for Institutions: More coordination between the development
institutions, banks, incubators, and industry associations is imperative to enhance their role. Public—
private partnerships offer better mentorship, technology transfers and networking opportunities for
entrepreneurs.

e Encouraging Sustainable Entrepreneurship and Social Responsibility: Our policies should
prioritize environmentally-friendly and socially conscious startups. Incentives could be offered for
businesses with their sights set on renewable energy, waste management, healthcare, education and
rural development. Such businesses can provide employment as well as solve social and environmental
challenges. The policy interventions, institutional strength, and capacity enhancement can all be
implemented to ensure the full potential and productivity contribution of entrepreneurship in the
economy. Only a policy framework which is comprehensive and inclusive can turn startups into one
of the most potent engines for sustainable development.

9. Conclusion:

In the current study, we have looked at how startups actually affect economic prosperity and employment
generation in India. Here in particular how they help to generate jobs and income for the Indian job market.
Based on review of secondary data and existing literature and empirical evidence, this study highlights the
emergence of startups as major drivers of economic transformation in the modern world. Our research
shows that the exponential growth of the startup ecosystem has greatly facilitated job creation in various
industries, especially IT, healthcare, finance, logistics and professional services. Not only have startups
brought in direct jobs, but a wealth of indirect jobs through supply chains, service providers, and associated
industries has also taken place.

The multiplier effect has helped improve the broader economy, helping alleviate unemployment more so
among the higher educated. Entrepreneurship also helped significantly in enhancing wages and standards
of living according to the research. Stable growth of the average salaries of startup workers and
entrepreneurs signifies the productivity and innovation and value added. Startups stimulate economic
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independence, provide employment opportunities through self-employment and developing small and
medium enterprises, which are good news for millions of people because it has created a new revenue
stream, expanded employment, and brought more economic life into the lives for large portions of the
population. In addition, the increasing share of startups in GDP indicates their growing significance in the
national economy.

Innovation-based ventures have enabled technological change at the speed of digitalisation, global
competitiveness and knowledge-driven industries. This entrepreneurial growth is supported by the
government initiatives, financial support mechanisms and institutional frameworks. Yet it identifies
existing hurdles with respect to access to finance, regulations, skills, regions, and poor performance. Such
limitations limit the sustainability and societal benefit of entrepreneurship.

The problems and we should focus in order to meet these challenges through comprehensive policy reform
and institutional strengthening are still necessary for policy reform and institutional building. In sum,
entrepreneurship and startups are a sustainable road toward long-term economic development and
development and start-ups are also sustainable mechanisms of long-term economic growth, job creation
and social evolution. By providing an enabling setting for innovation, investing and providing a great
opportunity, policy makers can enable a favorable climate for innovation, investment, and inclusiveness,
enabling the innovation and inclusive of all, policymakers can unlock entrepreneurial activities,
entrepreneurs can realize the potential of all and not the entrepreneurs in full measure. Not only does
helping support the startup ecosystem go some way in reducing unemployment and income inequalities,
it will help make our economy more robust, competitive and rich.
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