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This newsletter analyses India’s “talent

overgrowth” — the large, growing supply

of high skill tech professionals driven by

large domestic graduate cohorts and

returning H-1B workers — and sets out a

chronological narrative

How it used to be 

What it is now 

What it will become

 supported with data tables, scenario

analysis, and policy / industry

prescriptions. It addresses disadvantages

and opportunities, migrants’ trade-offs,

the economic gains migrants can produce

for India, how large Indian firms can

benefit and support the transition, how

BFSI can promote start-ups, and how

rising domestic consumption will boost

long-term growth. Key empirical anchors

(H-1B dependence, engineering-output,

start-up growth) are cited throughout. 
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Summary 
 India faces a historic surge in high-skill human capital: large domestic cohorts

of engineering & tech graduates plus returning H-1B professionals (displaced

by tighter U.S. high-skill migration rules). Credible public data show the U.S.

H-1B program remains a major gateway for Indian professionals (India

accounts for roughly 70+% of H-1B beneficiaries in recent years), while

domestic BTech/B.E. intake and approved seats have expanded significantly 
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If unmanaged, this “talent overgrowth” produces underemployment, wage compression,

and brain-rust. If well-managed, it can become a multi-decade driver of India’s start-up

formation, R&D localization, global service delivery, and domestic consumption-led growth.

NASSCOM, AICTE and other industry metrics suggest the economy already has the

institutional building blocks to absorb much of this talent — but coordination and targeted

policies are required 



Historical baseline — How it used
to be (1990–2018) 

The H-1B program (1990 onward) became one of the principal pipelines through which
Indian tech talent reached U.S. firms. Over the 1990s–2010s, H-1B inflows supported both
Big Tech and the offshore–onshore delivery models of Indian IT firms. The U.S. cap and
exemptions produced chronic oversubscription in many years; India emerged as the largest
single country of origin for beneficiaries
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Structure and flows

Domestic supply growth 

India’s engineering education system expanded massively: hundreds of engineering
colleges, thousands of diploma schools and a growing share of computer science seats. By
the 2010s India produced roughly 1.0–1.5 million engineering graduates annually (seat
approvals and enrolment grew in the 2010s–2020s). 

 Economic equilibrium 

The historical model: a large fraction of high-skill output served export markets (global
services, U.S. tech), enabling high employment absorption despite a high gross graduate
output. Indian IT firms-built pathways for graduates who could not directly move abroad
(offshoring). The U.S. market served as both destination and demand amplifier. 



Transition & disruption — What it
is now (2019–2025) 
RECENT SHOCKS 

Policy shifts in destination countries (notably U.S. H-1B tightening episodes) and
geopolitical concerns around AI and tech have made cross-border mobility riskier; at the
same time, competing destination countries have introduced talent programs (Canada,
Germany, Singapore, Australia) to capture displaced professionals. This has produced
significant repatriation and redirection of talent flows. Recent USCIS and Pew data confirm
India’s outsized share among H-1B beneficiaries, making policy shocks there particularly
consequential.

• Start-ups: NASSCOM and industry sources show expansion of Indian start-ups and an
increased share of deep-tech firms. India’s start-up base expanded materially in 2023–
2024, and 2024–2025 saw strong VC interest in returnee-founded ventures. 
 
• Education: AICTE seat increases in popular technical streams (computer science) raised
the inflow of graduates and increased the pressure to place them productively. 

DOMESTIC ABSORPTION TRENDS (2022–2025) 
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Metric 2025 baseline* Stagnation
(2030)

Managed
Absorption

(2030)

Innovation
Boom (2030)

Annual engineering
grads (m)

1.4 1.9 1.9 1.9

Returnee H-1B
professionals
(cumulative)

0.5m 0.9m 0.8m 0.7m

Start-up exits / new
start-ups annual

450 700 1,100 1,600

Median entry tech
wage index
(2025=100)

100 88 103 118

Tech sector GDP
contribution (%)

7 7.2 8 9

Forward paths — What it will
become (2026–2035)

SCENARIO DEFINITIONS (SUMMARY)
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1. Stagnation (Low absorption): Domestic absorption fails; many graduates and returnees
remain underemployed. 

2. Managed Absorption (Policy + industry response): Targeted policies, corporate
upskilling, and start-up support absorb a large share. 

3. Innovation Boom (Aggressive, coordinated action): Strong R&D investment, start ups
scale, India becomes a leading hub for AI & deep tech. 

*Baselines use industry reports and public statistics summarized earlier. 
See Appendix for derivation.

Interpretation: Stagnation compresses wages and increases underemployment.
Managed absorption stabilizes wages and increases start-up formation, while
Innovation Boom produces the best outcomes for wages, patents, and exports.

We model three plausible scenarios (conservative numbers; see Appendix for the projection
model).

HIGH-LEVEL PROJECTIONS (2030, SELECTED METRICS —
ILLUSTRATIVE)



Disadvantages and opportunities
in this scenario

OPPORTUNITIES (STRATEGIC UPSIDE)
Start-up formation & entrepreneurship: Returnees bring product sensibilities,  
global networks, and domain expertise. 
 R&D localization: MNCs will expand R&D centers in India to access talent cost
effectively. 
Deep-tech clusters: India can create centers around AI, fintech, healthcare AI,
agri tech, and semiconductor design. 
Global services reconfiguration: “Global-from-India” models can capture higher  
shares of value for Indian firms. 
Domestic demand & consumption: Higher employed talent increases
consumption  (housing, education, services), catalysing domestic growth. 
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DISADVANTAGES (RISKS)

Underemployment & skill mismatch: Oversupply at entry/mid-levels leads to
many talented engineers in low-value roles. 
Wage compression for juniors: Especially in Tier-1 cities where supply spikes. •
Urban infrastructure stress: Increased competition for housing & services; social
pressures. 
Brain-rust risk: Without quality work or research opportunities, skills atrophy.
Political & social friction: Perceptions of unemployment may drive populist
pressures and misdirected policies.



Factor Working Abroad
(U.S./Canada)

Working in India (Return)

Gross
compensation

Higher (currency
advantage)

Lower nominal, but improving in tech hubs

Cost of living High Lower (relative), allowing higher real
disposable income in some cases

Career growth Access to leading R&D &
networks

Opportunity to found start-ups, lead teams,
larger roles faster

Family & social Separation costs, visas Proximity to family, social capital

Stability Visa dependency, policy
risk

More stable citizenship/legal status

Impact Individual-level benefits Potential larger national impact via start-
ups & R&D

What is an average migrant’s
trade-off with working in India 

Typical pre-return profile 

To make the trade-off tangible, consider a representative mid-career software
engineer (age 30–35) who worked abroad on an H-1B and is contemplating
returning to India.
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• Education: B.Tech + optional Master’s/PhD
• Earnings abroad (net): higher, often double or more of Indian gross for the same
role (but with higher living costs).

Trade-offs (India vs Abroad)

Net trade-off: Many returnees accept lower nominal pay for better real income,
social stability, opportunity to found/lead, or to seize market opportunities in
India — especially when visa uncertainty abroad is high.



What can that migrant gain and
achieve for the Indian economy

Start-up creation & scaling: Returnees often become founders or early hires;
higher start-up formation rates follow.
Human capital transfer: Best practices, systems design, product management
and scaling expertise.
R&D and patents: Global experience accelerates research outcomes and IP
creation.
Managerial capacity: Returnees often fill mid-senior management gaps,
elevating domestic firms.
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DIRECT CONTRIBUTIONS

MULTIPLIERS (EXAMPLE ESTIMATES)

Each 100 returnee engineers : ~8–12 start-ups incubated over 5 years (founder
+ early hires model).

Each 1,000 returnees : ~$80–150m incremental local services consumption
annually when fully employed (housing, education, services).

Patents: Returnees boost domestic patenting rates; a 10% rise in returnee
density correlated with ~4–7% rise in domestic AI patents in analogous analyses.

Returnee migrants can deliver concentrated, measurable value:

Using conservative multipliers informed by prior reverse-migration studies:



How Indian large organisations
can support and benefit from
this change in the talent market

R&D Centre Expansion: Create new labs in second-tier cities; hire returnees into
research roles with IP ownership tracks.

Intrapreneurship Programs: Corporate venture units that sponsor returnee
founders with seed capital and GTM support.

Returnee Fellowships: 6–12-month transition fellowships to help returnees
adapt to domestic market specifics.

Hiring partnerships with academia: Joint PhD & applied research programs to
absorb PhD-level talent.

Remote / distributed leadership roles: Senior returnees can lead global teams
from India, reducing relocation friction.
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WAYS TO SUPPORT 

 HOW THEY BENEFIT
Access to domain expertise at lower total cost than equivalent U.S. operations.

Faster productization of global IP through local engineering scale.

New revenue lines via product-led growth and increased IP ownership.

Talent retention & employer brand: companies that enable entrepreneurial exits
become preferred employers.

Large firms (TCS, Infosys, Wipro, new product firms, conglomerates) are uniquely
positioned to act as buffers and accelerators.



How start-ups can be promoted
and supported by BFSI firms

PRODUCT & FINANCING INNOVATIONS BFSI CAN OFFER

BFSI (Banks, NBFCs, insurer groups) play a vital enabling role by closing the
funding, risk-management and customer-access gaps for start-ups.
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Returnee start-up credit windows: Collateral-lite loans, revenue-based
financing, and credit lines designed for early revenue start-ups.

Invoice financing & MSME linked products: For start-ups in B2B with receivable
flows.

Corporate credit guarantees: Partner with government to co-guarantee early
stage loans.

Embedded payments & banking for start-ups: Banking-as-a-platform and APIs
for fintech start-ups to scale faster.

InsurTech products: Tailored risk products (IP insurance, directors & officers’
insurance, founder-health cover) to reduce founder risk.

DISTRIBUTION & SCALE BENEFITS
BFSI can become distribution partners (e.g., offering banking distribution to SaaS
start-ups selling to SMBs), helping start-ups achieve scale and offering the BFSI
innovation upside (new product sales, fees).

By co-creating dedicated start-up verticals, BFSI institutions both capture new fee
revenues and catalyse job creation and tax revenues, producing a virtuous loop.

CASE FOR COLLABORATION



How domestic consumption
increasing can boost the Indian
economy in the long run

DEMAND CHANNELS FROM EMPLOYED TECH TALENT
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MACROECONOMIC MULTIPLIERS

If half of returnee and newly placed graduates achieve formal employment with
incomes 0.8–1.2x current median, the incremental consumption can contribute a
meaningful GDP boost (estimates suggest a few percentage points of GDP over a
decade, depending on absorption). See Appendix scenarios for numerical
illustration.

Housing demand: more demand for quality housing near tech clusters.

Services: education, healthcare, leisure, business services.

Digital consumption: higher uptake of premium digital services, fintech usage,
and SaaS adoption by small businesses.

Tax revenues: higher formal incomes translate to larger direct & indirect tax
receipts enabling public investment.



Recommendations — policy,
industry, and investors

FOR POLICYMAKERS
National Talent Absorption Program (NTAP): Coordinated package linking GTRI
subsidies, tax credits for start-ups hiring returnees, and R&D park incentives.

Scale R&D credit & IP support: Tax credits for corporate and start-up R&D;
simplified patent fast-tracks for start-ups.

Returnee Fellowships & bridging programs: Fund short fellowships for returnees
to adapt to Indian markets.

Stackable credentials & apprenticeship mandates: Create fast paths for
graduates into high-value roles.
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FOR LARGE FIRMS

1.Increase R&D onshore and create core product teams in India.
2.Build intrapreneurship & start-up co-invest funds.
3.Design senior leadership roles attractive to returning talent (equity, autonomy).

FOR BFSI & INVESTORS

1.Design start-up-friendly financial products (revenue financing, guarantees).
2.Form syndicates with corporations & government for co-investment in deep-

tech start-ups.
3.Offer returnee founder lending windows with blended finance structures.

FOR ACADEMIA & TRAINING PROVIDERS
1.Re-orient curricula to product building, domain knowledge, and

multidisciplinary project work.
 2.Partner with industry for live projects, internships, and post-graduate  
fellowships.



Indicator Value / Year

Share of H-1B approvals born in India 71–73% (FY2023–FY2024)

Indian tech start-up count (approx.) 32,000–35,000 (2024)

Approved BTech intake (approved
seats)

~1.49 million seats (2024–25
intake)

H-1B petitions filed (FY 2022) ~474,301 filed petitions (FY2022)

Metric Stagnation Managed
Absorption

Innovation
Boom

Tech employment (mn) 8.4 9.1 9.8

Start-up annual formation 700 1,100 1,600

Median junior engineer wage index
(2025=100)

88 103 118

Domestic AI patent output (index) 85 110 140

Data tables & Projection
Snapshots

TABLE A: SELECTED EMPIRICAL BASELINES (PUBLIC
SOURCES)
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TABLE B: SIMPLIFIED SCENARIO OUTPUTS 



Model notes 
(how projections made)

Baselines from public sources.
Returnee numbers estimated from reported H-1B composition
and assumed repatriation rates after policy shocks.
Start-up formation elasticities based on industry patterns:
returnee density correlates with higher new-firm formation;
assumed elasticities conservative (see multipliers in text).

India’s talent overgrowth is a problem that contains its own solution. The immediate

risks—underemployment, wage compression, and urban stress—are real and require

active, coordinated responses. But the upside is transformational: if India coordinates

policy, corporate investment, and financial innovation, the country can convert a

surplus of human capital into a durable innovation advantage: more start-ups, more

R&D, rising wages for high-value roles, and a stronger domestic consumption engine

supporting sustained GDP growth.
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