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The Great
Correction & The
Phygital
Renaissance

A comprehensive analysis of the Indian K-12 EdTech
market (2020-2035): From pandemic boom to
sustainable hybrid models.

FUTURE OUTLOOK

From $22B Valuation $12B Market by 2035
Bubble to Insolvency (CAGR ~20%)
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"The market is not witnessing
the death of EdTech, but its
forced evolution into a
sustainable 'Phygital’
ecosystem."

From Valuation to Value



EXECUTIVE SUMMARY

The End of the "Wild West" Era

From valuation bubbles to sustainable 'Phygital' infrastructure grounded in financial reality.

Euphoric Hyper-Growth ("Wild West")
BYJU'S

Characterized by valuation excesses driven by VC abundance and aggressive "push" sales. A pervasive belief that Peak Valuation - Insolvency

online learning would permanently displace schooling led to unsustainable CAC/LTV ratios.
PhysicsWallah

IPO Market Cap
O 2023-2025 THE CORRECTION
Funding Winter & Trust Deficit

Shift from GMV to EBITDA discipline. Consumer psychology transitioned from FOMO (Fear of Missing Out) to FOGS
(Fear of Getting Scammed) amid governance failures.

2024 (Est.)
2026+ FUTURE STATE
The Phygital Renaissance i
Winners scale via hybrid (physical + digital) models. Growth is driven by tangible outcomes, trust, affordability,
and vernacular expansion into Tier 2-4 cities. CORE THESIS

2030 (F)

$7B
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$22B - S0

~$5.2B

2035 (F)

$12B

"The future is not Online. The future is Enabled.
Winners will build 'Phygital infrastructure that
Indian EdTech Market Analysis respects the Indian parent's need for trust.”
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Market Phases & Evolution (2020-2026+)

The structural shift from pandemic-driven excess to sustainable hybrid models.

o N o
v 1 v

2020-2022 2023-2025 AIA
The Boom The Correction Phygital Era

ECONOMICS REALITY CHECK

demi . hools closed: forced Broken Economics: CAC > LTV exposed as organic brid Models: "Phvital" .
Pandemic Necessity: Schools closed; force demand fell post-reopening. Hybrid Models: "Phygital" centers (offline trust +

adoption of online learning as the only alternative. online personalization) become the standard.

Governance Crisis: High-profile failures (e.g.,

Capital Abundance: Global VC funding peaked; BYJU'S) eroded consumer trust (FOMO - FOGS). Al Personalization: Generative Al enables true 1:1
focus on GMV/bookings over unit economics. tutoring at scale, reducing reliance on star faculty.

Retention Focus: Shift from aggressive acquisition

to reducing churn and solving efficacy. Vernacular Scale: Deep penetration into Tier 2-4
cities via regional language content.

Pure-Play Online: Belief in permanent digital
displacement of physical schools.

Indian EdTech Market Analysis
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Market Sizing Funnel — Addressable Reality

Dismantling the TAM myth: Why 260M students do not equal 260M customers.

The "Volume" Fallacy

TOTAL STUDENT BASE
Students across ~1.5M schools

ey e Early valuations assumed a homogenous market. In reality, the top 10-15% of
~26O Mllllon Includes all government & private institutions households account for nearly 85% of organized EdTech revenue. The mass

market requires radically lower price points (e.g., PhysicsWallah model) to be
viable.

INACCESSIBLE SEGMENT
Govt. or Low-Fee Schools (<X20k/yr)

~ 69% EXCI“ded Lack discretionary income for premium EdTech

TRUE ADDRESSABLE

- Premium vs. Mass Bifurcation
MARKET (TAM)

- Need for Vernacular in Tier 2+

HHI > X5-8 Lakhs | Aspiration for

- "Phygital" as Trust Bridge
JEE/NEET i 2
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Market Evolution 2019-2035

Projecting the shift from nominal revenue to a $12B Phygital ecosystem driven by deep penetration.

MARKET REVENUE & ONLINE PENETRATION Revenue ($B) — Penetration (%) PAID USER BASE EVOLUTION

Projected Revenue & Market Penetration (2019-2035)

2019 |1M
14 35
$12B
3 10 -
i) p
= 3
i 20 8
[} o
S o KEY TAKEAWAYS
- 3
& 15
CAGR Acceleration: Market expected to grow at ~20-
4 25% CAGR post-correction, driven by Tier 2+
L adoption.
> 5
Deepening Penetration: Online supplemental spend
to reach 30% by 2035 as Al lowers cost barriers.
0

2019 (Base) 2024 (Current) 2030 (Forecast) 2035 (Forecast)

Volume Play: Paid user base expands 45x from 2019

baseline, necessitating low-ARPU mass models.
Indian EdTech Market Analysis
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Unit Economics Correction

The pivotal shift from valuation-driven growth to EBITDA-focused sustainability.

2020-2022: The "Burn" Model UNSUSTAINABLE 2024+: The "Earn" Model SUSTAINABLE

UNIT ECONOMICS RATIO TARGET UNIT ECONOMICS

LTV High Retention
LTV Vs
LTV > 3x CAC (Healthy Growth)

R4 Phygital Efficiency Levers

CAC > LTV (Negative Unit Economics)
v Lower CAC via Offline Presence

BYJU'S FY22 REVENUE NET LOSS . . . . . L
Physical centers act as branding hubs, reducing reliance on expensive digital ads.
X5,298 Cr X8,245 Cr
v Higher Retention (LTV)
Hybrid learning improves outcomes, reducing churn rates significantly compared to
AD SPEND INTENSITY 69% of Revenue pure online.
4,144 Cr spent on marketing alone v Payback Period < 12 Months

Shift from multi-year upfront collection to recurring, performance-based revenue.
(1 ] For every X1 earned, spent X2.73

Indian EdTech Market Analysis
Source: Company Filings (FY22/FY23), Market Analysis 7
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BYJU’S: From $22B Peak to Insolvency

Anatomy of a collapse: How governance failures and broken economics destroyed India's most valuable startup.

The "Growth at All Costs" Tra
p FINANCIAL REALITY (FY22 REPORTED)

Fueled by cheap capital during the pandemic, BYJU'S pursued aggressive M&A ($2B+ on Aakash, WhiteHat Jr, etc.)
and global expansion. The model prioritized Gross Merchandise Value (GMV) over cash collection, relying on
predatory lending partners to finance multi-year subscriptions.

REVENUE

5,298 Cr

Structural Implosion MARKETING SPEND

4,144 Cr
As schools reopened and demand normalized, the CAC > LTV reality struck. Governance issues surfaced (auditor
resignations, delayed filings), and the $1.2B Term B Loan triggered a liquidity crisis. By 2025, the company faced
insolvency proceedings, defaulting on salaries and debt obligations.

TIMELINE OF VALUE DESTRUCTION

PRIMARY FAILURE MODES March 2022
Peak Valuation: $22 Billion
© Governance Vacuum © Toxic Sales Culture Raises $800M; plans for IPO.
No CFO for years; delayed audits Misselling to low-income parents
. . . . . Late 2022 - 2023
© Financial Engineering © Post-Covid Churn ate

Revenue recognition aggressive Product utility dropped offline The Unraveling
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NET LOSS

8,245 Cr

~69% of Rev

Auditor Deloitte resigns; Term B loan default; layoffs begin.

2024 - 2025
Insolvency Proceedings

Valuation written down to zero by investors; NCLT admits insolvency plea.

Indian EdTech Market Analysis
Source: MCA Filings, Media Reports, NCLT Orders
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PhysicsWallah: Efficient Growth at Scale

The anti-thesis to the burn model: How community-led growth and affordability built a S5B+ sustainable giant.

The "YouTube First" Funnel
FINANCIAL PERFORMANCE (FY25)

Unlike competitors spending millions on ads, PhysicsWallah (PW) built a massive organic funnel via YouTube (46M+
subscribers). This Near-Zero CAC allowed them to price courses at 3,000-%4,000 (vs. X30k—X50k market avg),

democratizing access for Tier 2-4 India. REVENUE PROFITABILITY
X2,886 Cr Positive EBITDA
Sustainable Expansion
IPO VALUATION
Recognizing the post-pandemic shift, PW aggressively expanded offline with "Vidyapeeth" centers while ~$5 2 Billion Unicorn Status

maintaining digital efficiency. This hybrid model increased LTV and retention, creating a moat against pure-play
online churn. FY25 revenue hit X2,886 Cr with positive EBITDA.

TIMELINE OF ASCENT

THE WINNING FORMULA 2016 - 2020
@ Radical Affordability @ Cult-Like Community The YouTube Era

High volume, low margin strategy Alakh Pandey's personal brand trust Alakh Pandey starts YouTube channel; hits 4M+ subs organically.
© Regional & Vernacular © Tech-Enabled Offline 2022 - 2023

Native language content dominance Standardized quality at scale

Unicorn & Offline Pivot
Raises $100M at $1.1B val; launches Vidyapeeth centers across India.

2025 Onwards

Public Market Debut
IPO at ~$5.2B valuation; cementing leadership in mass-market edtech.

Indian EdTech Market Analysis

Source: Company Filings, Media Reports, IPO Prospectus 9




mmmmm  [VIARKET LANDSCAPE

Segmentation & Business Models

Strategic bifurcation: Mass-market utility vs. Premium outcome pathways.

MASS UTILITY
“"  Mass-Market Utility

Low-CAC, high-volume models leveraging organic funnels
(YouTube). Focus on affordability and democratized access.

PhysicsWallah (Online), Adda247

WINNING ZONE
$J  Scaled Hybrid Tutoring

The "Phygital" sweet spot. Tech-enabled offline centers
providing trust, accountability, and peer learning at mid-
market prices.

PW Vidyapeeth, Allen Digital, Unacademy Centers

PRICE POINT / ASP (LOW

Indian EdTech Market Analysis

PREMIUM NICHE

/N

&  Global Pathways
High-ASP outcome-focused programs. International curriculum,

Ivy League counseling, and "exit" focused credentials.

Crimson, Leap Scholar, UpGrad

ELITE PREP
& Premium Offline

Traditional high-touch coaching for top 1% outcomes. Tech used
mainly for analytics and parent communication, not delivery.

FIITJEE, Sri Chaitanya (Core)

> HIGH)

S B2B ENABLERS
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School OS / Integrated Systems

Empowering incumbents vs. replacing them.

LEAD, Classplus

Creator & Assessment Stack

Tools for independent educators & testing.

Graphy, Quizizz
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Regulatory Headwinds Reshaping the Market

Key policy shifts forcing structural compliance and business model pivots.

o "Dummy School" Crackdown HIGH RISK Operator Playbook

Courts labeling shadow schools "fraud"; CBSE conducting surprise audits & disaffiliations.

Three immediate compliance pivots for
sustainable scaling in the new regime.

Implication: Ends the "ghost enrollment" model where students attend coaching centers while technically enrolled in
distant schools. Forces tie-ups with legitimate, attendance-compliant institutions.

1 Integrated School Programs

. . . 5enBef GRARNIAS: 1e#21if€ia B2B contracts, avoiding the
- MEDIUM RISK 4
i 16-Year Age Limit for Coaching "dummy" label,
New Ministry guidelines prohibit coaching centers from enrolling students below 16 years.
2> K-10 Product Pivot

Implication: Disrupts the "Foundation Course" revenue stream (Grades 6-10). Shifts focus back to K-10 school partnerships (B2B)
rather than direct coaching center enroliments. Rebrand junior courses as "Skill Building" or "Olympiad
Prep" rather than high-stakes exam coaching.

3 Dual-Track Credentialing

AlIU Non-Equivalence Norms MEDIUM RISK
e For international schools, offer optional NIOS (Open School)

Foreign online school boards not recognized for Indian entrance exams (JEE/NEET) without bridge courses. support to keep Indian university options open.

Implication: Limits the TAM for premium international online schools to only those students targeting "Global Exits"

(universities abroad), excluding the domestic engineering/medical aspirant base. “"Compliance is no longer a checkbox; it is a competitive moat."

Indian EdTech Market Analysis

Source: MoE Guidelines (2024), CBSE Circulars, Legal Precedents 11
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Technology & Product Trends

The defining technological shifts shaping the next generation of Indian EdTech.
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HIGH IMPACT

Al Personalization
Moving beyond static video libraries to generative Al-driven

adaptive testing, real-time doubt solving, and personalized
remedial paths.

IMPLICATION

Reduces reliance on star faculty; lowers cost of 1:1 tutoring.

SCALE DRIVER

(A £}
Vernacular-First

Deep penetration into "Bharat" (Tier 2-4 cities) via native
language instruction in Hindi, Tamil, Telugu, and Bengali,
not just dubbing.

IMPLICATION

Unlocks the next 200M user segment previously excluded by
English-only content.

STRUCTURAL SHIFT

Verticalization

The "Super App" era is over. Shift towards specialized,
vertical-focused platforms (e.g., dedicated apps for
CLAT, Design, Coding, or NEET).

IMPLICATION

Higher engagement and better outcomes through
focused community features.

CORE MODEL

Phygital Infrastructure

Rise of tech-enabled micro-centers and hybrid hubs where
digital content is consumed under physical mentorship and
peer supervision.

IMPLICATION

Solves the discipline/motivation problem; drastically
improves retention.

Indian EdTech Market Analysis

Source: RAYSolute Consultants, Industry Research (2026)

VALUE METRIC

s

Outcomes Analytics

Shift from vanity metrics (watch time) to outcome-based
analytics: test score improvements, concept mastery
tracking, and rank prediction.

IMPLICATION

Justifies ROI to price-sensitive Indian parents; essential for
premium pricing.

NECESSITY

O

Trust & Compliance

Features ensuring refund transparency, data privacy, and
verifiable results to combat the "Fear of Getting
Scammed" (FOGS) sentiment.

IMPLICATION

Becomes a key differentiator against "fly-by-night"
coaching operators.

12
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2030/2035 Outlook - Base and Upside

Projected market scenarios driven by penetration depth and Al efficacy.

~  Upside Drivers

Base CaSC PROBABLE Factors that could push the market towards the upper bound ($12B+) by accelerating adoption
STEADY 'PHYGITAL' EVOLUTION velocity.
@ Al Efficacy Breakthroughs
2030 REVENUE 2035 REVENUE Personalized tutors achieving 2 sigma improvement outcomes at scale
$5 7B $8 12B Vernacular Scale
~21% Penetration ~30% Penetration

Deep penetration in Hindi/Tamil/Telugu belts unlocking Tier 3/4 demand

© Trust Infrastructure
50M

Standardized accreditation restoring parental confidence post-correction

PAID USERS (MILLIONS)
A Downside Risks

/¥ Regulatory Overreach

Strict caps on fees or marketing curbing growth potential
CORE ASSUMPTIONS

@ Mass-market ARPU stabilizes at X3k-5k/year 3¢ Consumer Distrust

. . . Prolonged "FOGS" sentiment limiting new user acquisition
@ Hybrid centers serve as primary retention anchor

Indian EdTech Market Analysis

Source: RAYSolute Consultants Analysis (Jan 2026)
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Investment Implications & Recommendations

Navigating the post-correction landscape: Where to play and how to win.

BUY / BUILD AVOID / EXIT SELECTIVE

Overweight

Underweight Niche Opportunity

Hybrid Supplement (Phygital) Pure-Play Online K-12 Premium Global Pathways

Models combining offline trust with digital efficiency. High-churn models facing regulatory headwinds. High-value exit outcomes for the top 1%.

PhysicsWallah Model: Low-CAC, high-volume, tech-

enabled offline centers. Shadow "Dummy" Schools: Regulatory crackdown Study Abroad Enablers: End-to-end platforms

creates existential risk for integrated tie-ups. (counseling + test prep + financing).

Vernacular Leaders: Platforms dominating regional

languages (Hindi, Tamil, etc.) in Tier 2+. High-ASP Coding/Junior: Post-pandemic churn >60%; Elite IB/IGCSE Support: Hyper-specialized tutoring for

discretionary spend pullback. international curriculum students.

Outcome-Linked Upskilling: Post-K12 bridge Hardware-First Bundles: Tablet/SD card sales B2B School OS: "Intel Inside" strategy for premium
programs with tangible job/college placement. ("streaming") facing obsolescence vs. live hybrid. private schools digitization.

OPERATOR PLAYBOOK INVESTOR PLAYBOOK
Focus on Cohort ROl over GMV. Build offline anchors to lower CAC. Ensure transparent Diligence regulatory compliance (dummy schools). value LTV based on retention, not prepaid multi-
pricing to rebuild trust (FOGS mitigation). year contracts. Back capital-efficient hybrid scaling.

Indian EdTech Market Analysis
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FOR FURTHER INFORMATION, PLEASE
CONTACT:

Aurobindo
Saxena
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PHONE
+91 9891 321 279

EMAIL
aurobindo@raysolute.com

WEBSITE
www.raysolute.com
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