
784 

 

International Journal of Advance and Applied Research 
www.ijaar.co.in 

 

ISSN – 2347-7075 Impact Factor – 8.141 
Peer Reviewed Bi-Monthly   

 Vol. 6  No. 42 November  - December  - 2025  
 

Impact of Global Economic Trends on Indian Startups  

 

Dr. Samadhan Patil
1
 & Dattu Popat Zende

2
 

1
Assistant Professor, Department of Economics, 

Tuljaram Chaturchand College of Arts, Science & Commerce, Baramati 
2
Research Student, Department of Economics, 

Tuljaram Chaturchand College of Arts, Science & Commerce, Baramati 

Corresponding Author – Dr. Samadhan Patil 

DOI - 10.5281/zenodo.17970995
 

Abstract: 

Indian startups have emerged as one of the world’s fastest-growing innovation 

ecosystems, supported by digital adoption, venture capital flow, and government initiatives. 

However, global economic trends such as inflation, monetary tightening, geopolitical conflicts, 

supply-chain disruptions, and technological shifts significantly influence their growth and 

survival. This research paper examines the major global economic developments since 2020 and 

analyzes their impact on Indian startups across sectors. It further highlights challenges, 

opportunities, and strategic recommendations for policymakers, investors, and entrepreneurs. 

Findings indicate that although global uncertainty created funding shortages and operational 

challenges, it also opened new spaces in SaaS, clean energy, AI, and manufacturing 

diversification (China +1). 

 

Introduction: 

India’s startup ecosystem has 

expanded rapidly with over 1 lakh registered 

startups and more than 100 unicorns. 

Startups operate in an interconnected global 

economy, relying on foreign capital, 

international supply chains, cross-border 

technology, and global consumer behavior. 

Because of this interdependence, global 

economic shocks—ranging from the 

COVID-19 pandemic to the Russia–Ukraine 

conflict and US monetary policy changes—

have had profound effects on India’s 

entrepreneurial landscape. 

This paper studies how major global 

macroeconomic trends shape Indian 

startups’ funding, operations, strategies, and 

growth prospects. 

 

Objectives of the Study: 

1. To identify major global economic 

trends since 2020. 

2. To analyze their impact on Indian 

startups. 

3. To examine sector-wise implications. 

4. To highlight opportunities emerging 

from global shifts. 

5. To provide policy and strategic 

recommendations. 

 

Research Methodology: 

This research is qualitative and 

descriptive, based on secondary data: 

 International economic reports (IMF, 

World Bank) 
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 Startup funding databases (Tracxn, 

Crunchbase) 

 Government reports (DPIIT, NITI 

Aayog) 

 Academic publications on global 

markets and entrepreneurship 

 Industry analyses and survey-based 

research 

Data is interpreted to understand 

broad trends and sector-level effects. 

 

Global Economic Trends Affecting Indian 

Startups: 

1. Global Venture Capital Slowdown 

Since 2022, high global inflation and 

rising interest rates reduced the flow of 

venture capital into emerging markets. 

Investors became risk-averse, demanding 

profitability instead of growth. 

Impact on Indian startups: 

 ―Funding winter‖ across early and 

growth stages 

 Significant decline in late-stage mega-

rounds 

 Valuation corrections in ed-tech, e-

commerce, and mobility 

 Increased focus on cost-cutting and 

operational efficiency 

2. Global Inflation and Monetary 

Tightening: 

Major economies like the US and 

EU experienced multi-decade high inflation. 

Central banks increased interest rates, 

raising the global cost of capital. 

Impact on Indian startups: 

 Higher borrowing costs 

 Reduced investor liquidity 

 Decrease in discretionary consumer 

spending 

 Increase in raw material, energy, and 

logistics costs 

Fintech and B2B startups offering 

cost-optimizing solutions experienced 

growth. 

3. Supply Chain Disruptions: 

The pandemic and geopolitical 

tensions disrupted semiconductor supply, 

shipping logistics, and global manufacturing. 

Impact on Indian startups: 

 Hardware, EV, and IoT startups faced 

delays and higher costs 

 D2C brands struggled with import 

dependency 

 Increased push for local 

manufacturing under Atmanirbhar 

Bharat 

 Growth in logistics-tech and supply-

chain automation firms 

4. Geopolitical Tensions and 

Reconfiguration of Trade: 

Events like the Russia–Ukraine 

conflict and global realignment of supply 

chains affected trade patterns. 

Impact: 

 Higher fuel prices increased 

transportation costs 

 Restrictions on Chinese investments 

affected early-stage funding 

 Global companies adopting ―China +1 

strategy‖ opened manufacturing 

opportunities in India 

 SaaS startups benefited as companies 

sought cost-efficient digital solutions 

5. Global Digital Transformation and AI 

Growth: 

The acceleration of remote work, 

digital commerce, and AI-based solutions 

globally has created new opportunity spaces. 

Impact on Indian startups: 

 SaaS and AI startups saw global 

demand surge 
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 Increase in cross-border digital service 

exports 

 Startups adopted remote/hybrid work 

to reduce cost 

 Rapid growth in cyber-security, ed-

tech, health-tech, and cloud-based 

tools 

6. Global Energy Crisis & Sustainability 

Push: 

Global climate goals and rising fuel 

prices accelerated the shift toward renewable 

energy, EVs, and green technologies. 

Impact: 

 Increased investor focus on clean-tech 

and EV startups 

 Demand for carbon-tech, battery 

technology, and green logistics 

 Challenges: high capital requirements, 

technology dependency 

 

Sector-wise Impact on Indian Startups: 

1. Fintech: 

 Benefited from digital payments boom 

 Regulatory changes increased 

compliance costs 

 Global slowdown reduced late-stage 

investment 

2. Ed-Tech: 

 Massive rise during lockdown 

 Post-pandemic decline in demand 

 Funding slowdown led to 

consolidation 

3. SaaS (Software as a Service): 

 Strong global demand due to remote 

work 

 Increased exports to US/EU markets 

 Valuations more resilient compared to 

consumer-tech 

4. E-Commerce & D2C: 

 Logistic costs increased 

 Competition from global players 

 However, digital adoption kept 

demand stable 

5. EV & Clean-Tech: 

 Strong government incentives 

 Supply-chain dependence on China 

remains a challenge 

 High global investor interest 

 

Opportunities for Indian Startups Amid 

Global Trends: 

1. India emerging as a global SaaS hub: 

Cost-effective engineering talent and strong 

digital markets create competitive 

advantage. 

2. China +1 Manufacturing Shift: India 

gains opportunities in electronics, EV, 

semiconductors, and textiles. 

3. Rising Demand for Affordable 

Innovation: Startups providing low-cost 

solutions (fintech, health-tech, agri-tech) 

gain global traction. 

4. Growth of Green Economy: Climate 

commitments globally open spaces in 

renewable energy, carbon accounting, EV 

infrastructure. 

5. Digital India and UPI’s Global 

Expansion: Improves India’s soft power 

and startup export potential. 

 

Key Challenges 

 Funding and liquidity crisis 

 Overdependence on foreign capital 

 Currency fluctuations impacting 

imports 

 Global recession fears reducing 

demand 

 Increasing global competition 

 Regulatory uncertainty in India 
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Recommendations: 

For Startups: 

 Strengthen unit economics and 

profitability 

 Diversify markets to reduce global 

risk 

 Invest in automation, AI, and supply-

chain resilience 

 Explore government incentives and 

research grants 

For Government: 

 Simplify regulations and compliance 

 Strengthen intellectual property 

protection 

 Expand credit guarantee schemes for 

startups 

 Improve digital infrastructure and 

cybersecurity 

For Investors: 

 Support deep-tech and clean-tech 

innovation 

 Provide mentoring and strategic 

market access 

 Encourage long-term sustainable 

investments 

 

Conclusion: 

Global economic trends have deeply 

shaped the trajectory of Indian startups. 

While inflation, monetary tightening, and 

geopolitical tensions have created funding 

uncertainty and operational challenges, the 

same environment has opened new 

opportunities in digital services, AI, clean 

energy, and manufacturing diversification. 

India’s demographic advantage, digital 

infrastructure, and supportive policy 

environment position startups to leverage 

global economic transitions effectively. 

Sustainable business models, innovation-led 

growth, and global integration will 

determine the long-term success of Indian 

startups. 
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