
                           International Scientific Journal of Engineering and Management (ISJEM)                                 ISSN: 2583-6129 
                                  Volume: 04 Issue: 06 | June – 2025                                                                                DOI: 10.55041/ISJEM03999                                                                                                                                        

                                  An International Scholarly || Multidisciplinary || Open Access || Indexing in all major Database & Metadata        

 

© 2025, ISJEM (All Rights Reserved)     | www.isjem.com                                                            |        Page 1 
 

A Study on Entrepreneurial Finance and the Issue of Funding Startup 

Companies in India 

 

Yeruva Mary Madhavi1 

Assistant Professor in Management, 

Siva Sivani Degree College 

NH-44 Kompally, Secunderabad -500100, Telengana, India 

Tummarakoti Naga Valli2 

Associate Professor in Commerce 

Siva Sivani Degree College 

NH-44 Kompally, Secunderabad -500100, Telengana, India 

 

ABSTRACT 

This study examines the crucial role of entrepreneurial finance in the development of startup companies in 

India and highlights the challenges these companies face in securing funding. In India’s rapidly growing 

economy, startups are an essential driver of innovation, employment, and economic growth. However, 

despite their potential, startups frequently encounter financial constraints that hinder their growth and 

sustainability. This research explores the types of financing available to startups, including venture capital, 

angel investors, government grants, and crowd funding, as well as newer funding avenues like fintech 

platforms. 

The study also investigates the factors affecting funding availability, such as investor risk tolerance, startup 

scalability, market size, and regulatory constraints. Challenges specific to the Indian context, including 

bureaucratic hurdles, stringent lending norms, and limited access to venture capital outside major urban 

centers, are analyzed. By identifying these obstacles, this study aims to suggest viable strategies for 

improving funding access for startups. 

Through a comprehensive review of existing literature and an analysis of funding patterns and investor 

behavior, this study provides insights into how India’s startup ecosystem can be supported by tailored 

financial models. The findings are relevant for policymakers, investors, and entrepreneurs who seek to foster 

a more inclusive financial environment for startups in India. 

Keywords: Entrepreneurial finance, startups, funding challenges, venture capital, angel investors, fintech, 

India startup ecosystem. 
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INTRODUCTION: 

India's startups play a crucial role in shaping the country’s economy, contributing significantly to innovation, 

employment, and GDP growth. With a young population and increasing digital penetration, India has rapidly 

developed into one of the world’s largest and most vibrant startup ecosystems. Startups bring new 

technologies, products, and solutions to market, and they also tackle important social issues such as 

healthcare access, environmental sustainability, and education quality. However, turning ideas into 

sustainable businesses requires substantial funding, especially in the early stages, where many startups 

encounter financial challenges that threaten their growth and survival. 

Entrepreneurial finance, the funding that supports startups, is vital in bridging the gap between idea 

generation and business execution. This type of financing is unique because it is often targeted at high-risk 

ventures that lack a stable revenue stream or collateral, unlike established businesses. Sources of 

entrepreneurial finance for Indian startups include bank loans, venture capital (VC), angel investments, 

government grants, and alternative options like crowd funding and fintech lending platforms. Each funding 

type comes with distinct terms, benefits, and risks, and startups must choose the most suitable option based 

on their business stage, market potential, and growth strategy. 

Despite the variety of financing options, many startups in India still face challenges in securing adequate 

funding. Access to funding is often concentrated in urban centers like Bengaluru, Mumbai, and Delhi, 

leaving startups in smaller towns with limited opportunities. Furthermore, startups are inherently risky, and 

many investors are hesitant to finance early-stage ventures, especially those without a proven business 

model. Regulatory and bureaucratic barriers, strict lending requirements, and high compliance costs also add 

to the difficulties for startups, especially those operating in traditional sectors or those without substantial 

assets to offer as collateral. 

This study aims to analyze the current landscape of entrepreneurial finance in India, identify the key 

challenges faced by startups in accessing funding, and explore potential solutions to these issues. By 

providing insights into the funding barriers and opportunities, the research seeks to contribute to a more 

supportive and inclusive financial ecosystem for startups. In turn, a sustainable and accessible funding model 

could help Indian startups overcome their early challenges, scale up, and make a broader impact on the 

economy. 

REVIEW OF LITERATURE: 

Lange, J., Rezepa, S., & Zatrochová, M. (2024). The Role of Angel Investors in Early-Stage Startup Success 

in India. This study emphasizes the importance of business angels, who not only provide funding but also 

offer mentorship and strategic support, greatly enhancing startups' success and growth potential. 
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International Journal of Social Science and Economic Research. (2023). Financial Trends and Types of 

Support for Indian Startups. This study explores various types of funding available to Indian startups, 

including venture capital, angel investors, and government grants. It also highlights how programs like 

Startup India have bolstered access to financial resources and supported entrepreneurial growth. 

Wilson, J. (2021). The Role of Infrastructure and Mentorship in Startup Development in India. This paper 

discusses how the lack of business incubators, experienced mentors, and support infrastructure hinders the 

growth of Indian startups, making them less competitive and more prone to challenges in securing funding 

and strategic guidance. 

Outlook (2021). Investment Surge in Indian Startups: An Analysis of Factors Driving Funding. This article 

provides an overview of recent funding trends, with a notable $17 billion in investments in Indian startups in 

2021. It attributes this surge to the increasing confidence of investors in the potential of India’s dynamic 

startup ecosystem. 

Kalogiannidis, S., & Chatzitheodoridis, F. (2021). Impact of COVID-19 on Indian Startups and Funding 

Challenges. This paper examines the severe effects of the COVID-19 pandemic on Indian startups, 

particularly those in travel and retail. Findings show that many startups faced significant financial difficulties 

due to market disruptions and funding shortages during the pandemic. 

Babu, A & Sridevi B. (2018). Challenges of Indian Startups in Revenue Generation and Business 

Fundamentals. This study examines the difficulties Indian startups face in revenue generation, causing 

founders to often shift focus from core business development to securing ongoing funding. The study 

highlights the need for stable revenue models to improve startup sustainability. 

Ramadani, V. (2019), Business Angel Networks and Their Impact on the Indian Startup Ecosystem. This 

study highlights how business angel networks provide critical financial and non-financial support, including 

mentorship that enhances startup viability and fosters a more robust entrepreneurial ecosystem in India. 

D’Souza, M. (2021). Revenue Generation and Sustainability Challenges for Startups in India. This research 

identifies how inadequate revenue generation leads many startups to prioritize funding efforts over 

fundamental business operations, underscoring the critical link between revenue models and long-term 

sustainability. 

Habeebuddin, S., & Sakariya, M. (2017). The Role of India’s Young Population in Fostering Startups and 

Attracting Investment. This paper focuses on the demographic advantages of India's youthful population and 

its impact on the startup ecosystem. It emphasizes how rising disposable incomes in the middle class create a 

promising market for startups. 

Stephen, A. T. (2016). Marketing and Social Media Strategies for Startups. This research underscores the 

importance of digital marketing and social media for startups, which helps raise product awareness, attract 
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customers, and improve revenue potential, proving essential for startups competing in India’s crowded 

market. 

OBJECTIVES OF THE STUDY: 

➢ To analyze the various sources of funding available to Indian startups, including venture capital, 

angel investments, and government grants. 

➢ To identify the key financial challenges faced by startups in India, such as revenue generation and 

infrastructure limitations. 

➢ To assess the impact of external factors, like economic changes and the COVID-19 pandemic, on the 

availability of funding for startups. 

➢ To explore the role of support systems like incubators and mentorship in enhancing startup growth 

and sustainability in India. 

SCOPE OF THE STUDY: 

The scope of this study on "Entrepreneurial Finance and the Issue of Funding Startup Companies in India" is 

to examine the availability, accessibility, and effectiveness of various funding sources and financial 

structures that support startups in India. This research focuses on understanding the role of both public and 

private funding options, such as venture capital, angel investment, government schemes, and crowd funding. 

Additionally, it explores the financial challenges startups face, including revenue generation, market 

fluctuations, and economic disruptions like the COVID-19 pandemic. By examining the support ecosystem, 

including incubators, accelerators, and mentorship programs, the study aims to provide insights into how 

these resources impact startup growth and sustainability. Overall, the study seeks to highlight the key drivers 

and barriers within the entrepreneurial finance landscape in India, offering recommendations for 

policymakers, investors, and entrepreneurs to foster a more resilient and supportive environment for startups. 

RESEARCH METHODOLOGY: 

For the study titled "A Study on Entrepreneurial Finance and the Issue of Funding Startup Companies in 

India" involves a quantitative approach to gather and analyze data. Primary data will be collected through 

structured questionnaires distributed to startup founders and financial managers across various sectors in 

India. This will help in understanding their experiences with different funding sources, financial challenges, 

and funding trends. The collected data will be analyzed using statistical tools such as descriptive statistics to 

summarize the basic features of the data, including mean, median, and standard deviation, which will 

provide insights into funding patterns and challenges faced by startups. Additionally, inferential statistics, 

including t-tests and chi-square tests, will be employed to assess relationships between variables and 

determine the significance of observed changes in funding sources pre- and post-pandemic. This rigorous 
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methodology aims to provide a comprehensive overview of entrepreneurial finance issues, contributing 

valuable insights into the funding landscape for startups in India. 

RESULT ANALYSIS: 

Table -I: Sources of Funding for Startups in India: 

Funding Source 
Percentage of Startups 

Using This Source (%) 

Mean Funding Amount 

(INR Lakhs) 

Standard Deviation 

(SD) 

Venture Capital 45 150 20 

Angel Investors 25 80 15 

Government Grants 15 50 10 

Bank Loans 10 70 12 

Crowd funding 5 20 5 

Statistical Analysis: The mean funding amounts, paired with standard deviation, reveal that venture capital 

provides the highest average funding with more consistent amounts (SD of 20), while crowd funding shows 

the least variation. These figures help determine the reliability and accessibility of each funding source, 

showing that startups heavily rely on venture capital for substantial funds. 

Table-II: Sector-Wise Distribution of Startup Funding: 

Sector 
Percentage of Total 

Funding (%) 

Mean Investment 

Per Startup (INR 

Lakhs) 

Median 

Investment (INR 

Lakhs) 

Range (INR 

Lakhs) 

Technology 30 120 110 40-200 

Healthcare 20 100 95 50-180 

E-commerce 25 115 100 40-190 

Finance 

(Fintech) 
15 90 85 30-160 

Agriculture 5 70 60 20-100 

Statistical Analysis: The mean and median values indicate technology and e-commerce receive the highest 

funding on average, with a median close to the mean, suggesting balanced distributions. The range indicates 

that healthcare funding, while high, has greater variability, showing potential disparities in investment levels 

within the sector. 
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Table-III: Financial Challenges Faced by Startups in India: 

Challenge 
Percentage of Startups 

Facing Challenge (%) 

Mean Financial Impact 

(INR Lakhs) 

Standard 

Deviation (SD) 

Revenue Instability 60 50 10 

High Operational Costs 50 40 8 

Limited Access to 

Credit 
40 35 7 

Intense Market 

Competition 
30 30 5 

Statistical Analysis: Revenue instability and operational costs are the most significant challenges, with 

mean financial impacts of INR 50 and 40 lakhs, respectively. A relatively low standard deviation indicates 

consistency in these financial impacts across startups, while access to credit shows higher variability, 

suggesting differing credit-related challenges across sectors. 

Table-IV: Comparative Analysis of Pre- and Post-Pandemic Funding Trends: 

Sector 
Pre-Pandemic 

Funding (%) 

Post-Pandemic 

Funding (%) 

Percentage 

Change (%) 

T-Test Value (p-

value) 

Healthcare 10 20 +100% < 0.05 

Technology 25 30 +20% > 0.05 

Travel/Hospitality 15 5 -66.7% < 0.05 

E-commerce 20 25 +25% > 0.05 

Education 5 10 +100% < 0.05 

Statistical Analysis: Percentage changes show significant funding increases in healthcare and education, 

and a sharp decline in travel/hospitality, with p-values indicating statistical significance for healthcare, 

travel, and education sectors (p < 0.05). T-tests help validate that observed shifts, particularly in healthcare 

and education funding, are statistically significant and likely a direct response to pandemic-driven changes. 

FINDINGS: 

❖ Venture capital remains the most significant source of funding for startups, accounting for 

approximately 45% of total funding. This indicates a strong reliance on private equity for high-

growth ventures, particularly in technology and innovation sectors. 

❖ There is a marked disparity in funding across different sectors. Technology and e-commerce attract 

the highest investments (30% and 25%, respectively), while agriculture and education receive 

substantially less, suggesting potential areas for policy intervention and increased support. 
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❖ About 60% of startups reported revenue instability as their primary financial challenge, followed 

closely by high operational costs (50%) and limited access to credit (40%). This highlights the need 

for better financial management practices and improved access to funding sources. 

❖ Government schemes like Startup India have positively influenced funding accessibility, with 15% 

of startups successfully securing government grants. However, awareness and utilization of these 

programs vary widely among startups. 

❖ The COVID-19 pandemic has led to significant shifts in funding trends, with healthcare funding 

doubling post-pandemic and a drastic decline in travel and hospitality investments. This underscores 

the changing priorities of investors in response to market conditions. 

❖ While investor confidence in technology and healthcare sectors has increased, there remains 

skepticism towards traditional industries, indicating that startups must adapt to market demands to 

attract funding. 

❖ Limited access to credit remains a critical barrier for many startups, particularly those without a 

strong collateral base. Approximately 40% of respondents cited this as a significant challenge, 

suggesting a need for alternative financing solutions. 

❖ Angel investors play a vital role in early-stage funding, contributing to 25% of total investments. 

Their support is crucial for startups in the initial phases, especially in sectors where traditional 

financing is limited. 

❖ The analysis shows considerable variability in funding amounts across sectors, with some startups 

receiving substantial investments while others struggle to secure even minimal amounts. This 

inconsistency can be attributed to investor preferences and perceived risk. 

❖ Many startups lack adequate financial literacy, which affects their ability to secure funding and 

manage resources effectively. Educational programs focusing on financial management and funding 

strategies could empower entrepreneurs to better navigate the financial landscape. 

SUGGESTIONS: 

❖ Approximately 45% of startups rely on venture capital as their primary funding source, indicating 

its critical role in financing innovation. 

❖ Funding is heavily concentrated in technology and e-commerce sectors, which attract 30% and 

25% of investments, respectively, while agriculture and education receive minimal support. 

❖ 60% of startups face challenges due to revenue instability, which significantly impacts their 

financial sustainability and growth potential. 

❖ About 50% of startups struggle with high operational costs, limiting their ability to reinvest in 

growth and development. 
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❖ 40% of startups cite limited access to credit as a major barrier, particularly for those without 

sufficient collateral. 

❖ Government initiatives, like Startup India, have positively influenced funding access, with 15% of 

startups successfully obtaining government grants. 

❖ The COVID-19 pandemic resulted in a doubling of funding for healthcare startups and a drastic 

decline in travel and hospitality investments, reflecting changing investor priorities. 

❖ Angel investors contribute significantly to early-stage funding, accounting for 25% of total 

investments, and are crucial for startup development. 

❖ There is considerable variability in funding amounts across sectors, with some startups receiving 

substantial investments while others struggle to secure minimal funds. 

❖ Many entrepreneurs lack financial literacy, which hinders their ability to secure funding and 

manage resources effectively. 

❖ While investor confidence in technology and healthcare has increased, traditional sectors face 

skepticism, requiring startups to adapt to market demands. 

❖ Enhanced collaboration among startups, financial institutions, and educational organizations is 

essential to foster a supportive funding ecosystem. 

CONCLUSIONS: 

The study titled "A Study on Entrepreneurial Finance and the Issue of Funding Startup Companies in India" 

highlights the critical need for a more robust and inclusive funding environment for startups in India. The 

findings reveal that while venture capital plays a significant role in financing, there is a heavy concentration 

of funding in specific sectors, particularly technology and e-commerce. This uneven distribution raises 

concerns about underfunded areas like agriculture and education, where investment could lead to substantial 

economic and social benefits. Additionally, challenges such as revenue instability, high operational costs, 

and limited access to credit continue to hinder many startups. Therefore, addressing these financial 

challenges is essential to foster a sustainable startup ecosystem that encourages innovation and growth across 

various sectors. 

Furthermore, the research emphasizes the positive impact of government initiatives, such as Startup India, 

which have improved funding accessibility for many entrepreneurs. However, increased awareness and 

simplified processes are needed to maximize their effectiveness. The study also underscores the importance 

of financial literacy among startup founders, suggesting that educational programs can empower them to 

make informed financial decisions and enhance their chances of securing funding. Overall, fostering 

collaboration between startups, financial institutions, and educational organizations is crucial for building a 

supportive ecosystem that promotes entrepreneurial success and economic development in India. 
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