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Abstract : In an increasingly innovation-driven global economy, startups have emerged as powerful catalysts for technological
advancement, economic growth, and job creation. Despite their transformative potential, many startups face significant challenges
in securing the financial resources necessary to develop, scale, and sustain their ventures. Venture capital (VC) and angel
investment have become among the most influential sources of entrepreneurial financing, providing not only capital but also
strategic guidance, industry expertise, and valuable networks that contribute to business success.

This research explores the dynamics of startup funding in India with a specific focus on venture capital (VC) and angel
investment. Using a mixed-method approach with data from 218 incubated startups at i-Hub Gujarat, the study analyzes the
challenges faced by startups in securing funding and examines the impact of incubators on their growth. Through descriptive and
inferential statistical analysis (including SPSS non-parametric tests), the research identifies key factors influencing funding
success, such as pitch quality, market fit, and strategic planning, while finding no significant link between founders’ qualifications
and funding amounts.

The findings highlight the critical role of incubators in providing mentorship, networking, and access to investors, which bridge
funding gaps and enhance startup survival. This study also reviews global literature on startup financing, presenting comparative
insights into government initiatives, micro-VCs, and the evolving investor landscape. The research concludes with

recommendations to improve the Indian startup funding ecosystem through structured support and innovative strategies.
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I. INTRODUCTION
The startup ecosystem has become a significant driver of economic growth, innovation, and job creation worldwide. Startups play

a crucial role in developing new technologies, addressing market inefficiencies, and fostering competitiveness across industries.
However, despite their potential for innovation and growth, many startups face substantial financial constraints during their early
stages of development. Access to adequate funding remains one of the most critical determinants of startup survival and success,
particularly in highly competitive and rapidly evolving markets (Blank & Dorf, 2020).

Among the various financing options available to entrepreneurs, angel investors and venture capitalists (VCs) have emerged as
key sources of external funding. Angel investors typically provide capital during the seed or early stages of a venture, while
venture capital firms invest in startups with high growth potential and scalable business models (Kerr, Nanda, & Rhodes-Kropf,
2014). Beyond financial support, these investors contribute valuable expertise, mentorship, industry knowledge, and professional
networks that can significantly enhance a startup’s prospects for growth and market expansion (Hellmann & Puri, 2002).

Securing investment from angel investors and venture capitalists is, however, a challenging process. Investors evaluate startups
based on multiple criteria, including the strength of the founding team, market opportunity, business model viability, innovation
potential, traction, and financial projections (Gompers et al., 2020). Consequently, entrepreneurs must develop effective strategies
to communicate their value proposition, demonstrate market validation, and establish credibility with potential investors. The

ability to align a startup’s vision and objectives with investor expectations often determines the success of fundraising efforts.
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India has rapidly become the world’s third-largest startup ecosystem, supported by innovation, a large youth population, and
strong government initiatives. Over 84,000 registered startups and more than 100 unicorns highlight its growing contribution to
job creation, GDP, and technology-driven solutions. However, a significant challenge remains: access to funding.

Venture capital (VC) and angel investors have emerged as key enablers for startup success, providing not just capital but also
mentorship, networks, and market access. Yet, many startups fail to secure investment due to poor pitch preparation, limited
market understanding, and inadequate strategy.
This study focuses on how incubators such as i-Hub Gujarat act as a bridge between startups and investors, addressing these
barriers. By analyzing experiences of 218 incubated startups, the research explores the influence of incubators on funding success
and growth.

1.1 Introducing the i-Hub Gujarat- Emerging Incubator
I-.Hub Gujarat is a government-backed startup incubator located in Ahmedabad, designed to
accommodate and support up to 500 startups. It spans a 1.5 million square foot infrastructure, providing
comprehensive support across the startup journey, from ideation to scaling upl.

e Incubation & Infrastructure: Lab access, workspace, legal/IP support.

e Mentorship & Strategic Advisory: Connections with industry experts to help founders refine business models,
understand regulatory pathways, and access global markets.

o Networking & Access to Funding: Facilitating introductions to government grant agencies, angel investors, and venture
capitalists.

e Skill-building Programs: Targeted training on commercialization, business strategy, and intellectual property
management.

e It aims to bridge the critical gap between research innovation and market entry—a “valley of death” where most

Deeptech startups struggle for survival due to lack of funding and market connections
2.0bjectives Of The Study

1. To analyze the role of venture capitalists and angel investors in enabling the growth and sustainability of startups.

2. To identify the major challenges faced by startups in securing funding from VCs and angel investors.

3. To examine the factors influencing the funding process, including pitch quality, founder demographics, and startup
characteristics.

4. To evaluate the role of incubators (such as i-Hub Gujarat) in providing access to funding, mentorship, and investor
networks.

5. To suggest strategies and recommendations for startups to improve their chances of attracting venture and angel

investments.

3. Scope of the Study

The scope of this study revolves around examining the dynamics of startup funding in India, with a particular emphasis on the
role of venture capitalists and angel investors. It focuses on understanding how funding mechanisms operate at different stages of
a startup’s lifecycle and highlights the contributions of investors in providing not only capital but also mentorship and strategic
guidance. The research also evaluates the effectiveness of incubators, specifically i-Hub Gujarat, in bridging the gap between
startups and potential investors. Through a mix of case studies, surveys, and data analysis of 218 startups, the study covers aspects
such as the evolution of the Indian startup ecosystem, key challenges faced by entrepreneurs in securing investment, and the

impact of funding on growth and sustainability. Furthermore, it sheds light on emerging trends and opportunities in the Indian
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entrepreneurial landscape and offers recommendations that can be useful to entrepreneurs, policymakers, and ecosystem enablers

seeking to strengthen the funding environment for startups.

4. Significance of the Study

1. Practical Guidance: Provides actionable insights for startups on strategies to attract investment.

2. Policy Implications: Offers evidence for policymakers to create supportive frameworks that foster entrepreneurship.

3. Strengthening Ecosystem: Enhances understanding of investor dynamics, helping incubators and accelerators refine their
programs.

4. Driving Innovation: Encourages the creation of innovative and sustainable businesses by highlighting effective funding

models.

5. Literature review

Startup financing has become a crucial area of research because access to capital significantly influences the survival, growth, and
competitiveness of new ventures. The increasing importance of startups in driving innovation, employment generation, and
economic development has led scholars to examine the various funding mechanisms available to entrepreneurs and the factors
that influence investment decisions. Existing studies suggest that startup funding is not limited to financial support alone but also
includes mentorship, strategic guidance, networking opportunities, and institutional backing that collectively contribute to venture
success.

Hussain (2024) examined the financing patterns of startups in India and found that entrepreneurs primarily rely on personal
savings and bootstrapping during the initial stages of business development. As ventures mature and demonstrate growth
potential, they increasingly seek external funding from angel investors, venture capital firms, and government-sponsored
programs. The study highlights the importance of a phased financing approach, where different funding sources become relevant
at different stages of a startup’s lifecycle.

The growing diversity of startup investors has also attracted scholarly attention. Hegeman et al. (2024) introduced the concept of
corporate angels, referring to small firms that invest in early-stage startups. Their findings indicate that these investors provide not
only financial capital but also industry knowledge, operational expertise, and active mentorship. Such contributions enhance the
growth prospects of startups and strengthen their ability to navigate market challenges during the early stages of development.
Research on venture capital investment criteria has identified several factors that influence funding decisions. Gui (2024)
proposed the “jockey-horse-meadow” framework, which emphasizes three key determinants of venture capital success: the
entrepreneurial team, the business model and strategy, and the market environment. According to the study, investors evaluate
startups based on the competence and experience of founders, the viability and scalability of the business model, and the
attractiveness of the target market. These factors collectively shape investors’ perceptions of a venture’s growth potential and
long-term sustainability.

Institutional and social factors also play a significant role in entrepreneurial finance. Fernandez (2024) investigated the impact of
institutional weaknesses on micro-angel investing and found that inadequate institutional support can reduce participation among
women investors. The study further revealed that male investors operating in such environments are more likely to invest in
acquaintances and non-family ventures. These findings demonstrate how institutional conditions influence investment behavior
and affect the availability of funding within entrepreneurial ecosystems.

The role of investor networks and collaboration has been explored by Bedu et al. (2024), who examined the effects of geographic,
cognitive, and organizational proximity among venture capital syndicates. Their research suggests that closer relationships among
investors facilitate information sharing, improve coordination, and contribute to better startup outcomes. The study found that
effective collaboration within investor syndicates increases the likelihood of successful exits through mergers, acquisitions, or

initial public offerings (IPOs).
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Venture capital has been widely recognized as a catalyst for innovation and economic growth. Aggarwal (2023) argued that early-
stage venture capital investment promotes innovation, creates employment opportunities, and strengthens entrepreneurial
ecosystems. The study highlighted the value-added role of venture capitalists, who provide strategic guidance, mentorship, and
risk assessment expertise in addition to financial resources. Such support enables startups to scale more effectively and achieve
sustainable growth.

The changing structure of the venture capital industry has also been examined in recent literature. Amore, Conti, and Pelucco
(2023) analyzed the emergence of micro-venture capital firms, which manage relatively small funds and focus on founder-led
startups during the early stages of development. While these firms play an important role in supplying risk capital to emerging
ventures, the study found that their limited financial resources often result in lower exit success rates compared to traditional
venture capital firms.

A comprehensive review conducted by Bauer, Junge, and Reif (2023) synthesized findings from 149 scholarly articles on startup
financing. The authors concluded that startups experience varying financial and non-financial needs throughout their development
stages, influencing their choice of funding partners. The study emphasized that different sources of finance serve complementary
functions and that entrepreneurs must align funding strategies with the specific requirements of their ventures at different growth
stages.

Government support has also emerged as an important component of startup financing. Wasnik and Jain (2023) examined the
contribution of government schemes, grants, incubators, and policy initiatives to the Indian startup ecosystem. Their findings
indicate that such initiatives help reduce financial barriers faced by entrepreneurs, encourage innovation, and improve access to
resources necessary for business development and expansion.

Alternative financing mechanisms have gained increasing relevance in recent years. Pasmawati et al. (2022) explored
crowdfunding platforms and found that positive online customer reviews, investor engagement, and social interaction
significantly influence funding outcomes. The study demonstrates the growing importance of digital platforms in facilitating
access to capital and enabling entrepreneurs to attract investors beyond traditional financing channels.

Branding has also been identified as a factor influencing investment decisions. Reuter and Suoranta (2020) found that a strong
corporate brand enhances investor confidence and increases the likelihood of securing angel investment. The study suggests that
effective branding serves as a signal of credibility and professionalism, helping startups overcome information asymmetries that

often characterize early-stage investment environments.

Research Gap

The review of literature highlights several gaps that this study addresses. While many studies discuss the availability of funding
sources such as venture capital, angel investors, government schemes, and crowdfunding, there is limited empirical evidence on
how incubators specifically influence funding access and startup success in the Indian context. Previous research has focused
largely on developed economies, leaving emerging markets like India underexplored.

Another gap exists in understanding the relationship between founder characteristics (such as age, gender, and educational
qualifications) and funding outcomes, as most prior studies emphasize financial instruments rather than demographic or strategic
factors. There is also insufficient research on the actual challenges startups face during the funding process—from preparing pitch
decks to negotiating terms with investors. This research attempts to fill these gaps by studying 218 incubated startups and

providing actionable insights for both practitioners and policymakers.

6. Research objectives

1. Examine the relationship between founder demographics (gender, age, education) and funding success.
2. Analyze the impact of startup domain and pitch quality on securing investments.
3. Identify key challenges faced by startups in obtaining venture capital and angel funding.

4. Assess the role of incubators, VCs, and angel investors in supporting startups.
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5. Suggest strategies for startups to enhance funding opportunities.
6.1 Research hypothesis

% H21: There is a significant relationship between founder demographics (gender, age, educational
qualification) and funding outcomes.

« H2: There is a significant relationship between the domain of a startup and its access to funding
opportunities.

% H3: A strong pitch deck significantly influences the success of securing funding.

% H4: Incubators play a significant role in improving startups’ chances of obtaining venture capital and

angel funding.

6.2 Research Design:

The research adopts a descriptive and exploratory design, using a mixed-method approach that combines primary survey data
from startups with secondary sources such as reports, journals, and industry insights.

e Sampling Design
A purposive sampling design has been used, targeting startups associated with incubators (mainly i-Hub Gujarat) to study their
funding experiences and challenges.

e Sampling Method
The study follows a non-probability sampling method, focusing on 218 startups selected for their relevance and accessibility,

ensuring that the data represents incubated startups actively seeking funding.

6.3 Source Of Data

e Primary Data: Collected through structured questionnaires and surveys from 218 startups, along with interviews and
discussions with founders and incubator representatives.
e Secondary Data: Collected from journals, research papers, government reports, industry publications, and online

databases related to venture capital, angel investment, and startup ecosystems.

6.4 Sample Size
The study is based on responses from 218 startups associated primarily with i-Hub Gujarat and other incubators.

7. Data Tools And Techniques:
The collected primary data was analyzed using SPSS software.
e Descriptive statistics (percentages, graphs, charts) were used to summarize demographic data and funding patterns.
e Non-parametric tests such as the Mann-Whitney U Test, Kruskal-Wallis Test, and Chi-square Test were applied to test

hypotheses and identify relationships between variables
8. Scope Of The Study

This study focuses on understanding the funding ecosystem for startups in India, with emphasis on venture capital and angel

investment. It is limited to startups associated primarily with incubators like i-Hub Gujarat, examining their funding experiences,
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challenges, and strategies. Insights derived from 218 startups aim to provide actionable guidance for entrepreneurs, investors, and

policymakers to strengthen the startup funding environment.
9. DATA ANALYSIS AND FINDINGS

9.1 DESCRIPTIVE STATISTICS
Results
1. Reliability Test: Cronbach’s Alpha = 0.725 (>0.7), confirming that the data is reliable.
2. Gender: 54.6% female founders and 45.4% male founders participated.
3. Age Group: 39.4% founders are 18-24 years, 39% are 25-34 years, and 21.6% are 35-44 years.
4. Startup Domains: Startups belong to multiple sectors such as IT, health, fintech, social impact, and agriculture.
5. Funding: 72.5% of respondents had raised funding earlier, primarily from family/friends (30.7%), grants (25.2%), angel
investors (25.2%), and VCs (8.9%).
6. Funding Rounds: Most startups raised between X75 lakhs to 33.75 crores.
7. Funding Duration: 89% of funding processes took 3—6 months.
8. Pitch Deck Importance: 49.1% said a strong pitch deck is “very important” and 9.6% “extremely important” for securing
funding.

9.2 INFERENTIAL ANALYSIS
Results
1. Normality Test: Data was non-normal; hence non-parametric tests were used.
2. Mann-Whitney U Test: No significant relationship between gender and the importance of a pitch deck.
3. Kruskal-Wallis Test: No significant relationship between age and the importance of a pitch deck.
4. Chi-Square Test: No significant relationship between the founder’s educational qualification and funds raised.
5. Overall, pitch quality, networking, and incubator support were found to have more impact on funding than demographic
factors.
Data Analysis and Interpretation with sample SPSS charts, tables, and additional analysis based on your SIP report data (218

startups):
1. Reliability Test (Cronbach’s Alpha)

Table 4.1 Reliability Statistics

Cronbach's Alpha|N of Items

0.725 25

Interpretation:

Cronbach’s Alpha = 0.725 (>0.70) shows that the questionnaire is reliable and consistent.

2. Gender Distribution of Founders
Chart: Bar Chart — Gender of Respondents

Male |, 5 7
Female |, ¢
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3. Age Group of Founders
Chart: Pie Chart — Age Group
o 18-24 years: 39.4%
e 25-34 years: 39%
e 3544 years: 21.6%
Interpretation:

The majority of startup founders are under 35 years of age.
4. Sources of Funding

Table 4.2 Sources of Initial Funding

Source % of Respondents

Family & Friends [30.7%

Grants 25.2%

Angel Investors 25.2%

Venture Capitalists|8.9%

Bootstrapped 10%

Chart: Stacked Column Chart — Sources of Funding

5. Importance of Pitch Deck
Chart: Likert Scale Bar Chart
o  Extremely important — 9.6%
e Veryimportant — 49.1%
e Moderately important — 24.8%
e Slightly important — 16.5%
Interpretation:

Pitch preparation is a critical factor in raising funds.

6. Hypothesis Testing with SPSS

a) Mann-Whitney U Test (Gender vs Pitch Deck Importance)
e Sig. value (p) = 0.423 (>0.05)
Conclusion: No significant relationship between gender and the importance assigned to a pitch deck.

b) Kruskal-Wallis Test (Age vs Pitch Deck Importance)
e Sig. value (p) = 0.371 (>0.05)

Conclusion: Age does not significantly affect the importance placed on pitch deck preparation.
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c) Chi-Square Test (Education vs Funds Raised)
e Sig. value (p) = 0.562 (>0.05)
Conclusion: Educational qualifications do not significantly influence the amount of funds raised.

7. Key Additional Insights
e Funding Timeline: 89% of startups take 3—6 months to close a funding round.
e Incubator Support: Startups associated with incubators report better access to networks and improved pitching skills.

e  Sector-Wise Funding: IT and health sectors show higher investor interest.
FINDINGS & SUGGESTIONS

Key Findings

1. Demographics have limited impact: The study found no significant relationship between gender, age, or educational
qualification of founders and the amount of funding raised.

2. Role of incubators: Incubators like i-Hub Gujarat play a vital role in connecting startups with investors, improving pitch
quality, and providing mentorship.

3. Importance of pitch quality: A strong, well-prepared pitch deck and clear business model are critical factors in securing
funding.

4. Sources of funding: Most startups initially rely on personal savings, family, and grants, while angel investors and VCs
contribute at later stages.

5. Funding challenges: Common challenges include finding the right investors, valuation issues, lack of market validation,

and long funding timelines.

Suggestions

1. Training on pitching: Conduct structured programs to help founders develop effective pitch decks and investor
communication skills.

2. Expand mentorship: Strengthen incubator programs to provide targeted mentorship in areas like financial planning,
networking, and business strategy.

3. Investor outreach: Organize investor—startup networking events and demo days to bridge the gap between startups and
funders.

4. Policy support: Policymakers should enhance access to early-stage funding and simplify regulatory processes.

5. Focus on market validation: Startups should conduct thorough market research and validate their product/service before

approaching investors.
CONCLUSION

The study concludes that while India’s startup ecosystem is rapidly growing, funding remains one of the biggest hurdles for
early-stage ventures. Analysis of 218 incubated startups shows that founder demographics such as gender, age, and education do
not significantly influence funding success. Instead, factors like a well-prepared pitch deck, strong networking, clear market
validation, and incubator support play a more decisive role.

Incubators such as i-Hub Gujarat have proven to be valuable in bridging the gap between startups and investors by providing
mentorship, resources, and access to funding networks. The findings highlight the need for startups to focus on strategic planning,

presentation skills, and innovation to attract funding.
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