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About ACI

The Asia Competitiveness Institute (ACl) was established in August 2006 as a research
centre at the Lee Kuan Yew School of Public Policy (LKYSPP), National University of
Singapore (NUS). It aims to build intellectual leadership and network for
understanding and developing competitiveness and sustainable growth in Asia. ACI
seeks to contribute to the enhancement of inclusive growth, living standards, and
institutional governance through competitiveness research on sub-national economies in
Asia. It identifies mitigating issues and challenges for potential public policy interventions
through close collaboration with regional governments, business corporations, policy
think tanks, and academics. ACI’s three key research pillars include (i) sub-national
economies level competitiveness analysis, (ii) emerging sustainable development
landscape in 16 Asia economies, and (iii) Asia’s long-term growth strategies and public
policy analysis.

ACl’s value propositions may be encapsulated in its acronym:

Analytical inputs to initiate policies for policy-makers and business leaders in Asia
Capacity building to enable others through improvement in productivity and efficiency
Intellectual leadership to create pragmatic models of competitiveness and inclusive
growth

Vision and Mission

e ACI’s over-arching vision is to build up its research credibility with policy
impact, contributing as a professional, world-class think-tank.

e ACI’s mission is to establish our niche as a leading policy think-tank by identifying
development trends, opportunities, and challenges among Asian economies and
business corporations.

e ACl endeavours to articulate sound recommendations, promote
discussion, and shape research agenda in the arena of public policy amongst
Asian governments.

e ACl undertakes evidence-based analysis of public policy issues and

decisions, in order to provide assessment of their effectiveness as well as
economic and societal impact.



Preface

The year 2023 was one of recovery from the last remnants of the COVID-19 pandemic. Supply
chains and financial conditions normalised, leading to a global growth of 3.1% in 2023, slightly
higher than expectations. Global headline inflation also improved to 5.3% in the first half of 2023
from 11.6% the previous year. However, venture investments, abundant in 2021, sharply declined
in 2022 and 2023. This is because investors turned cautious amidst still high inflation, an
anticipation of further interest rate hikes and uncertainty over macroeconomic and geopolitical
developments. This funding crunch paralysed investments in innovation as startups new and old
closed down, the most notable incident being WeWork filing for bankruptcy at the tail end of
2023. A similar development in India was when Byju’s, a leading ed-tech player, saw its valuation
drop to US$200 million from US$22 billion in 2022. With its cash reserves drying up, the
company has struggled to raise capital.

However, braving global headwinds, India was ranked the most innovative economy among
lower middle-income groups as per the Global Innovation Index (2023). India’s technological
progress, digitisation of compliance processes, and an enabling business environment has
allowed the country to produce and nurture startups. India also raised over 5% of the global
venture funding in 2023 and attracted significant Foreign Direct Investment (FDI) inflows of
around 1.5% of its Gross Domestic Product (GDP) in 2022-23. Also, policies, especially those
targeted towards raising private sector R&D spending in sunrise sectors, make India conducive
for startup activity and innovation. India’s Information Technology (IT) services, healthcare and
agriculture sectors have been boosted by innovative startup activity.

The value-add of the research carried out by the Asia Competitiveness Institute (ACI) on sub-
national competitiveness in India lies in its emphasis on the vast heterogeneity throughout the 36
sub-national economies. Further, the book produces rankings of sub-national economies using
ACT’s wide-encompassing Innovation Index. Besides, it also offers a case study on India’s startup
scene, elaborating on relevant state policies to encourage startup activity and a comprehensive
analysis of top-performing sub-national economies. Policymakers can use the rich insights
offered by this book to craft holistic, relevant and well-tailored policies.

I am confident that this book will further the understanding of India’s complex and ever-
changing diversity at the sub-national level, and supplement existing literature on the nation’s
competitiveness.

Professor Paul Cheung

Director, Asia Competitiveness Institute
Lee Kuan Yew School of Public Policy
National University of Singapore
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Executive Summary

The year 2023 saw countries emerging from the ravaging social, humanitarian and economic
fallout of the COVID-19 pandemic. While this was a development worth celebrating, there was
a worrying consequence. The post-COVID-19 environment was one of sky-high, rising inflation
that prompted monetary authorities to quell the rise with interest rate hikes. This clipped
Venture Capital (VC) flows into startups and the latter suffered. As investors turned towards
safer investment avenues (like government bonds), capital reserves for startups ran dry and a
long, funding winter ensued. During this period, startup creation declined at a drastic pace
across the United States (US) and Europe.

Fortunately, the negative impact on India’s startups was not as extreme. In fact, the country
is among the top five global markets and brought in 5.6% of the global VC. India’s startup
ecosystem is thriving due to enabling government reforms, investment-directed policies, the
provision of financial support, and heavy-handed investments in bolstering infrastructure. The
latest push to encourage innovation and nurture startup activity was seen through promising
schemes announced during the 2024-25 Interim Budget presentation. Also, private sectors are
slated to have access to a Rs 1 lakh crore corpus to facilitate R&D investments in sunrise
sectors.

India’s macroeconomic performance was also strong this year. Robust domestic demand
pulled up the country’s real Gross Domestic Product (GDP) growth to 6.3%, with the
International Monetary Fund (IMF) projecting 6.5% in 2024. Inflation rates have stabilised,
service sector growth and export numbers have been high, and fiscal health and Current
Account Deficit (CAD) has improved. Lastly, the technology and innovation sectors have
ushered in high volumes of Foreign Direct Investment (FDI) flows. At the national-level, these
are encouraging developments but when the depth of analysis is increased to regional and sub-
national levels, interesting insights come forth.

This book Innovative India: A Sub-national Competitiveness Analysis is an attempt to
analyse the competitiveness of India’s 36 sub-national economies and five regions in detail. As
per the results, Maharashtra has retained the spot for the most competitive sub-national
economy for the eleventh straight year. The state prides itself on strong physical infrastructure,
efficiency in business practices, financial deepening and its appeal to foreign investors. But
Mabharashtra has considerable scope for improvement in enhancing the standard of living and
social stability for its residents. On the contrary, Jharkhand is the least competitive Indian state.
Specifically, it fares poorly in ensuring decent living standards and its technological
infrastructure requires strengthening. Nevertheless, the state scores high in openness to trade
and services, and attracts considerable foreign investment.

On the whole, the Western and Southern regions contain the highly competitive states. The
former boasts robust merchandise exports, resilient financial infrastructure and significant FDI
inflow. The latter features many tertiary education institutions, high labour productivity and low
infant mortality rates. On the downside, both regions are plagued by a high old-age dependency
ratio and low healthcare spending. Next, the Northern region offers a conducive environment
for businesses to thrive, displays robust physical infrastructure and a vast pool of educational
and industrial training institutes. However, this region’s health expenditure demands attention.

vi



Executive Summary vii

The North-eastern region is the least competitive of the five regions. Four out of the seven
sisters face developmental hurdles and there is a need to enhance physical infrastructure and
fiscal stability. That said, the North-east outrivals the other regions in medical infrastructure and
educational spending. The Eastern region displays one of the highest healthcare spending and a
favourable budget balance. But low labour productivity, lagging infrastructure development,
and poor financial and business conditions pull down this region’s performance.

The book also presents the Innovation Index Framework to quantify the innovation
landscape across India’s sub-national economies. Four distinct environments make up this index
— Research & Development, International Connectivity, Human Capital and Governance.
Through this index, our analysis produced some noteworthy findings.

First, innovation requires significant infrastructural development, and geographical features
(like uneven terrain) may pose hindrances to infrastructural activities. Our results corroborated
this argument; the top-scoring states in the overall Innovation Index are concentrated in the
Northern, Western and Southern regions. The low-scorers are the North-eastern and Eastern
counterparts. Also, the top-performing Western region has more private Research and
Development (R&D) entities, signalling industry-led innovation while the bottom-scoring
North-eastern region accounts for more government-supported R&D units. This suggests that
states endowed with challenging geographical terrain depend on the government’s push to
improve their innovation capabilities.

Second, despite the stellar R&D performance of the Western and Northern states of Gujarat
and Uttar Pradesh, their scores are the lowest in the Human Capital environment due to poor
talent retention.

Third, Karnataka’s capital city Bengaluru, India’s Silicon Valley, is known for its
prominence in startup creation and innovation. Unfortunately, it is also known for fraudulent
activities, with 81% of all electronic crimes in Karnataka reported in Bengaluru. The city also
records the highest number of extortion, phishing, trademark and copyright violations.

We also present a detailed note on the progression of India’s startup ecosystem at the
regional and sub-national levels in the last five years. The Northern, Western and Southern
regions spearhead startup proliferation, with the West and South in close contest. One
explanation for this is that these two regions contain the largest share of startup incubators in the
country. At the sub-national level, Maharashtra and Gujarat emerge as leaders with the former
edging out the latter by a reasonable margin. Among other factors, this occurrence is attributable
to encouraging policy initiatives, the ease of doing business and high investment flows in these
states.
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Chapter 1
Introduction
Akshaya Balaji

1.1 Introduction and Motivation

The year 2023 was a challenging one for startups worldwide. Most funding channels (especially
Venture Capital (VC)), the lifeblood of new business entities, dried up at alarming rates. The
reasons behind this downturn are multi-fold — elevated interest rates, plummeting technology
stocks and declining valuations (Kilpatrick, 2023). Perhaps the incident that sent shockwaves
through global tech was the Silicon Valley Bank (SVB) collapse, a bank (that had funded many
startups) deeply intertwined in the intricate web of tech startups (Coulter, 2023). Investment in
startups contracted by 38% year-on-year as investors became more risk averse (Teare, 2024). A
natural consequence of this was a dramatic fall in startup creation; from 2020 to 2023 (forecasted
figures), the number of new startups formed is on track to drop by a whopping 86% and 87% in
the United States (US) and the European Union (EU) respectively (Sagie, 2023).

Despite the global downturn, India has managed to navigate these turbulent headwinds deftly
and is largely unscathed. It attracted 5.6% of the global VC and is among the top five global
markets (Global Data, 2024). Indian startups also raised more capital through public offerings than
their global counterparts (Sharma Nariyanuri and Krishnamurthy, 2023). In addition, as of 2023,
India’s startup ecosystem is ranked third worldwide (Popli, 2023).

The buoyancy of India’s startup ecosystem can be seen through the proliferation of startups
and an elite subset of startups — unicorns (startup entities valued at over $1 billion) throughout
the country. First, Figure 1.1 shows how the number of unicorns in India began rising at an
increasing rate from 2019 before outstripping China in 2020, a pivotal development for India’s
startup and innovation scene. The Indian government’s heavy investment in infrastructure and
investment-inclined policies and reforms have transformed the nation into the core of technology
and manufacturing (Startup Genome, 2023). Regrettably, in 2022, the unicorn count decreased
due to high inflation and interest rates, leading to cautious investor behaviour and limited capital
infusion (Mamgain, 2023). Lastly, China’s restrictive policies over long time periods have
depressed economic growth, stifling the formation of unicorns and startups (Startup Genome,
2023).
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Figure 1.1: Number of Unicorns in India and China (2016-2022)
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Second, along similar lines, Figure 1.2 illustrates the rise of startups in India by
approximately 18,000 entities from 2018 to 2022 since the launch of the government’s Startup
India Initiative in January 2016. This initiative contains expansive programs like the Fund of
Funds for Startups (FFS) Scheme and the Credit Guarantee Scheme for Startups (CGSS) to
ensure capital availability and provide credit guarantees for loans at early, seed, and growth
stages. The initiative also covers vital aspects such as the relaxation of compliance burdens, tax
rebates, intellectual property protection, and international market access via fruitful cross
collaboration (Press Information Bureau, 2023a). In addition, the 2024-25 Interim Budget
presentation on February 1, 2024 also saw promising schemes announced for Deep tech and bio
startups (Press Information Bureau, 2024a). These measures complement various past
provisions, demonstrating the government's commitment to fostering research, innovation, and
encouraging startup activity.
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Figure 1.2: Number of Recognised Startups in India since the launch of the Startup India
Initiative, 2016

30000
26542

25000
g
£ 20046
& 20000
o
2
=
2 15000 14498
[B)
o 11279
o
5 10000 8635
o]
=
>
Z

5000 I
0
2018 2019 2020 2021 2022

Source: ACI based on data from the Press Information Bureau, Government of India

Despite recent successes, there is scope for improvement, especially with regards India’s
Gross Expenditure on Research and Development (GERD) to enhance innovation capabilities
and nurture startup activity further. Boosting the GERD is crucial for an emerging economy like
India to transition from a net consumer to a net producer of knowledge (Economic Advisory
Council to the PM, 2019). However, from 2009-10 to 2020-21, India’s GERD dropped from
around 0.8% to 0.6% of its Gross Domestic Product (GDP) (Department of Science and
Technology, 2023). A major source of the decline is the diversion of resources from Research
and Development (R&D) to tackle bigger challenges like poverty and hunger (JC, 2022).

A critical consideration is the extent of government and private sector participation in GERD.
Figure 1.3 provides a breakdown of the percentage share of the government and private sector in
GERD. Government spending surpasses that of the private sector across all years. Nevertheless,
in 2020-21, the former reduced and the latter has risen, albeit marginally. Recognising the
spending gap between the government and private entities, the 2020 draft of the Science,
Technology, and Innovation Policy underscores the need to double the private sector's
contribution within five years (Kumar, 2022). Taking this idea forward, the 2024-25 Interim
Budget presentation included a statement that the private sector can access a Rs 1 lakh crore fund
for R&D investments in sunrise sectors at minimal or no interest rates (Koshy, 2024).
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Figure 1.3: Percentage Share of Government and Business Enterprise Sector in Gross
Expenditure on R&D
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Given the above outline of the recent developments in India’s innovation and startup
landscape, the following Section 1.2 renders a discussion on India’s performance on select
macroeconomic indicators. Section 1.3 provides a rundown of the upcoming chapters of this
book.

1.2 A Macroeconomic Overview of India’s Economy

The pandemic was a punishing experience for India as for most countries. Significant economic
contraction lowered consumer spending and investment that had to be rescued with colossal
government stimulus packages. This sent the fiscal deficit spiralling into dangerous territory.
However, India weathered the pandemic and continues to remain largely buoyant amidst tricky
geopolitics and global supply chain destabilisation (Vaid et al. 2023). Now, India’s growth rate
and projections are strong, inflation rates have moderated and domestic consumption has swelled.
Also, the fiscal deficit and the Current Account Deficit (CAD) are adequately tamed, and a
magnificent rise in Foreign Direct Investment (FDI) into the technology and innovation sector
has been observed.
This section presents an overview of the key macroeconomic indicators for India, and

wherever necessary, it is also viewed through the perspective of other countries and regions.
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Figure 1.4: India’s Real GDP Growth in Perspective (Percent)
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Riding on the back of resilient domestic demand, the International Monetary Fund (IMF)
raised India’s real GDP growth projection to 6.5% in 2024, a 0.2 percentage increase from
October 2023 (IMF, 2024; IMF, n.d.) (see Figure 1.4). Further, based on the First Advance
Estimates of National Income released by the National Statistics Office (NSO), India’s economy
is poised to grow by 7.3% in FY2023-24 (Press Information Bureau, 2024b). Burgeoning
domestic demand, robust investment in public infrastructure, and a buoyant financial sector are
major contributors to this optimistic estimate (World Bank, 2023).

The IMF’s World Economic Outlook (WEO) Update of January 2024 strikes a relatively
hopeful tone than its October 2023 WEO report. The latter explained how tepid manufacturing
activity among the advanced economies pulled down global average economic growth in 2023
(IMF, 2023) (see Figure 1.4). However, the IMF predicts that in 2024, a positive growth outlook
in the US partially overshadowed by a moderately weak growth expected across Europe will
render the advanced economies growing 0.1 percentage point higher in 2024 (IMF, 2024). Next,
due to the Chinese government’s proactive involvement in boosting the country’s resistance to
natural disasters and heightened government spending, China’s economy is expected to rise to
5.01% this year (IMF, 2024).
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Figure 1.5: Quarterly Real GDP Growth (Change over Same Quarter Previous Year)
(Percent)
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After a plunge into negative figures in early 2020-21, India’s quarterly growth has been
positive. For the first two quarters of FY2023-24, the figures stand at 7.8% and 7.6% respectively
(Press Information Bureau, 2023b) (see Figure 1.5). The moderately higher growth rate from Q4
FY2022-23 to Q1 FY2023-24 comes amidst a reasonably high performance from most non-
agricultural sectors. However, for the latter half of FY2023-24, expected growth comes with a
tinge of pessimism due to depressed global growth and a feeble outlook for agricultural output
and rural demand. Besides, a possible reduction in government capital expenditure as the 2024
General Elections draw close also adds to the anticipated slowdown (Business Today, 2023).

Another contributor to the slight decline in growth rates in Q2 FY2023-24 is the transmission
of the effects of the Reserve Bank of India’s (RBI) past monetary tightening efforts, an exercise
carried out to curb inflationary pressures, which raises borrowing costs (Business Today, 2023).
This ultimately weakens economic growth, as seen in Figure 1.5. From May 2022 to early
February 2023, the Central Bank had repeatedly raised its key repo rate before settling at 6.5%
(Bhat and Ganguly, 2023; Trading Economics, n.d.).

These interest rate hikes have helped moderate the inflation rate from 2022 to 2023 (see Figure
1.6). In addition to the impact of rate hikes, two significant factors played a pivotal role in
dampening Consumer Price Index (CPI) inflation rates in 2023. Firstly, the relaxation in the fuel
and light sub-index (due to a decline in global oil prices) enabled the government to provide
subsidies on Liquefied Petroleum Gas (LPG) cylinders, resulting in reduced households' fuel
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expenditures. Secondly, a notable decline in vegetable prices markedly reduced the food and
beverages sub-index, resulting in a more affordable food market (Biswas, 2023a).

Figure 1.6: Annual Real GDP Growth and Inflation (Percent)
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Figure 1.7: Supply-Side Contributions to GVA Growth (Percent)
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Now that India’s overall economic growth specifics have been dealt with, we dive deeper to
ascertain the key drivers of such economic growth by breaking down the supply- and demand-
side contributors.

On the supply side (see Figure 1.7), after a sharp downturn post Q1 FY2022-23, Gross Value
Added (GVA) has consistently risen over the quarters and is at 7.8% in Q1 FY2023-24. The
agricultural sector grew consistently till Q4 FY2022-23, thanks to record-breaking production of
foodgrains (RBI, 2023a). Unfortunately, irregular rainfall patterns in June-September 2023
depressed agricultural growth numbers in Q1 FY2023-24 (RBI, 2023b).

The industrial sector’s growth trajectory has been worrisome, having fallen prey to supply
chain inconsistencies and sky-high input prices in (RBI, 2022). Fortunately, since Q3 FY2022-
23, industrial activity has expanded, thanks to a boost in mining activity, and judicious growth in
electricity, gas and water supply (RBI, 2023a). Further, in Q1 2023-24, industrial sector GVA has
been accelerated by high manufacturing activity due to easing pressure from dipping input costs
and the stabilisation of supply chains (RBI, 2023b).

Finally, service sector growth has remained robust, underpinned by consistent growth in
construction activity, real estate, contact-intensive and financial services (RBI, 2023b).
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Figure 1.8: Demand-Side Contribution to GDP Growth (Percent)
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On the demand side (see Figure 1.8), high inflation woes and the COVID-19 aftermath
depressed private final consumption expenditure (PFCE) from Q2 FY2022-23 to January 2023.
Spending on consumer durables was greatly hit, suggesting a shift in household spending from
goods to services as the pandemic withdrew (RBI, 2023a). However, the revealed inclination of
consumers towards passenger vehicles and domestic flying pulled up the PFCE in Q1 FY2023-
24 (RBI, 2023a). Next, the government’s emphasis on infrastructure spending and construction
activity boosted cement production and steel consumption in Q3 and Q4 FY2022-23, greatly
accelerating the Gross Fixed Capital Formation (GFCF) (RBI, 2023a). The continued
importance given to qualitative improvement in central government spending decelerated
government consumption in Q1 FY2023-24 (RBI, 2023b). Finally, net exports contracted in Q1
FY2023-24 amidst geoeconomic divisions, enduring geopolitical tensions and global economic
slowdown (RBI, 2023b).
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Figure 1.9: Fiscal Balance (Percent of GDP)
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We now consider India’s performance across important fiscal indicators to ascertain the
financial soundness of the government. A monumental rise in gross fiscal deficit in FY2020-21
resulted from heightened government spending on stimulus packages and shortfalls in non-tax
revenue and disinvestment receipts (The Hindu, 2021) (see Figure 1.9). However, the fiscal
deficit has narrowed since then, a trend attributed to expanding tax and non-tax collections
(Upasani, 2024). The budget estimate for FY2023-24 was at 5.9%. For FY2024-25, the
government has taken on a more aggressive fiscal consolidation approach by targeting a fiscal
deficit of 5.1% (Sanyal and Jacob, 2024). Further, due to a healthy trend in revenue mobilisation,
the revised estimate (RE) for FY2023-24 is pegged at 5.8%, well ahead of the budget estimate
(BE) of 5.9% (Sanyal and Jacob, 2024). Figure 1.10 offers a closer look at the elements making
up the fiscal deficit. The declining revenue expenditure (mainly by containing subsidies) and
higher capital expenditure budgeted for FY2023-24 is part of the government’s pursuit of fiscal
consolidation. Tax revenues have been robust, with higher Goods and Services Tax (GST)
collections and direct tax due to greater tax compliance and healthy economic activity (RBI,
2023b). However, non-tax revenues have been low since FY2022-23 as dividends and profits
nosedived (RBI, 2023b).
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Figure 1.10: Key Fiscal Indicators (Percent of GDP)
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Given the quick glance at India’s fiscal particulars, we proceed to describing the state of
India’s savings, investment and CAD, illustrated in Figure 1.11. The challenging economic
landscape faced by India in 2020 due to the impact of the coronavirus pandemic has given way
to brighter prospects, with a positive trajectory observed since 2021. A high number of
government infrastructure and public-works projects uplifted total investments (The Hindu,
2024). Savings rose at the wake of the pandemic but as India’s largely successful vaccination
program gradually dispelled fears of the virus, Indians have embarked on a slight spending spree
(Mukherjee and Kumar Arora, 2023) (see Figure 1.11). India’s CAD has also taken a favourable
turn, thanks to healthy services exports, high inflows of private transfers (majorly remittances)
and non-resident deposits, and a drop in oil prices (Roy, 2023). Figure 1.12 presents India’s trade
balance, augmenting the discussion on CAD.
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Figure 1.11: National Savings, Investment and Current Account Deficit (Percent of GDP)
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Figure 1.12: Export and Import of Merchandise Trade and Trade Balance (US$ billion)
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Source: ACI based on data from RBI

In FY2023-24, India’s trade balance and exports have been hit by rocky geopolitics and an
overall economic slowdown across developed nations. The latter has given rise to weakening
global demand, as perceived by the imports outstripping exports in Figure 1.12. India has
maintained a trade deficit with nine out of its ten trading partners, two of which have arisen due
to petroleum imports from Russia and edible oil from Indonesia (The Wire, 2024). As far as
exports are concerned, India’s merchandise exports dipped, but alleviated by a robust growth in
services exports, improving the CAD as aforementioned (Biswas, 2023b).

Figure 1.13: FDI Inflows to India (US$ billion and percent of GDP)
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A rapid expansion of the domestic consumer market has made India a hotbed for FDI, as
seen by the rise in FDI inflows in 2022 in Figure 1.13 (Biswas, 2023b). This has helped assuage
the stresses on the country’s external account, improving the CAD (see Figure 1.11). As such,
India’s focus on enhancing its startup ecosystem (via tax benefits and incentives to start-ups)
has enabled the technology and innovation sector to attract a large magnitude of foreign
investment. Another key enabler is simplified bureaucratic procedures like the single-window
clearance that has accelerated the ease of doing business in the country (Forbes India, 2023). As
per the RBI, the top five sources of FDI inflow to India comprise Singapore, Japan, Netherlands,
the US and Mauritius (RBI, 2023b).
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1.3 Roadmap of the Book

This book, Innovative India: A Sub-national Competitiveness Analysis, is the eleventh edition of
ACI’s competitive analysis of India’s sub-national economies. The focus of the upcoming
chapters — Chapters 2 and 3, is the competitiveness analysis at the sub-national and regional
levels, respectively. The chapters begin by laying out the motivation for this analysis followed by
a technical explanation of ACI’s competitiveness framework methodology.

Chapter 2 also offers a thorough description of the Shapely Weights methodology, which
helps get rid of subjectivity from weight assessment by easing the assumption of equal weights
and by assigning Shapely values — a widely used idea in cooperative game theory. This method
bolsters the objectivity and robustness of our research findings, given its basis in concrete
mathematical and theoretical foundations.

Our research also incorporates the What-if simulation analysis, also explained in Chapter 2.
This simulation adds more body to our research by providing insights into the strengths and
weaknesses of each region and sub-national economy. More precisely, it addresses the question
of how a sub-national economy can recover if, ceteris paribus, 20% of its weakest-performing
indicators were elevated to the national average. Given that the sub-national economies can
improve their performance by adopting pertinent policy recommendations, the simulation
provides a heads-up to the top sub-national economies to be wary of competition. Supplementing
the competitiveness rankings and score analysis, Chapter 3 offers a discussion of the top 20% of
each region’s strongest and weakest indicators.

Lastly, in Chapter 4, we study the innovation competitiveness of India’s sub-national
economies using ACI’s Innovation Index Framework that comprises four broad environments —
R&D, human capital, international connectivity and governance. It also presents a case study of
India’s startup ecosystem, the top regions and sub-national economies driving startup growth in
recent times and the policies boosting the Indian startup culture.
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