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Abstract – India's startup ecosystem has experienced rapid expansion in recent years, positioning itself as a global hub for 

innovation, particularly in technology, services, and product-based enterprises. Nevertheless, access to the venturing capital is 

provided unevenly and extremely selectively in spite of such dynamic growth. The need to understand the impact of structural 

and operational obstacles on the ability of the startups to obtain venture capital has moved this paper to undertake an 

investigation of the issues as they are experienced in the real world setting by emerging ventures in various sectors, stages and 

locations. On the foundation of primary survey of 150 Founder of startups and key personnel, the study provides a statistically 

supported study of variables namely demographics background, funding levels, regulatory hindrances, internal performance 

constraints and recognition of government schemes. The tools of statistical analysis such as the descriptive analysis and a Chi-

Square test have been utilized to study the connection between the factors influencing the challenges in the start-up and funding 

results. The results show that there exists strong relation between the structural inefficiencies--such as absent investor networks 

or documentation deficiency with the low VC access and operational derailment, which still influences the fund usage after 

investment. The paper concludes that although the availability of early-stage capital is relatively easy, the ecosystem has a 

structural disjointedness and most of the startups are unable to scale up or reach the next level of funding. It is the main finding 

of the paper that the current policies lack better implementation, there is a necessity of the focused support mechanisms, and 

there is a need of increased connectivity among the investors and startups. This study gives to the policy argumentation by 

proposing feasible changes, that could be made in the venture capital community, to enhance business entrepreneurial 

momentum in a less exclusive way in India. 
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I. INTRODUCTION  
 

The Indian startup economy has become over among the 

rapidly developing around the globe with the factor behind 

this growth as digital transformation and a young 

generation that drives the innovation process and 

supported by its policy environment that shows gradual 

support to the entrepreneurs. As the number of registered 

startups exceeded 90,000 and the number of unicorns has 

passed 100 as the recent years have shown, the sector has 

already become an important source of economic 

diversification, employment, and innovation. Nevertheless, 

even with this wave, venture capital (VC) funding (to start-

up and fast-growing companies) is still a major turn-off 

point to most young and medium-stage start-ups trying to 

scale and even become profitable. 

 

Although it has been argued that innovation and product-

market fit are major topics on the discussion of startup 

success, little has been said about the vulnerability of 

structural and operational issues that prevent access to 

outside investment. These are poor documentation of 

finances, poor connections with investors, bureaucracy on 

the part of the regulators and inefficiency on the part of the 

internal organization e.g. lack of talent, high burn rate etc. 

These difficulties and complications can scare the venture 

capitalists who strive to find the possibility of high returns 

with less risks and this is possible when there are in place 

strong internal systems and governance structure. 

This paper attempts to fill this gap of analysis by studying 

the way together all these structural and operational 

elements can impact the capability of Indian startups to get 

and build VC investment. "Based on the empirical data 

obtained in interviews with 150 founding managers of 

startups of various industries and cities, it is possible to 

analyze the form in which these obstacles present 

themselves and which of them are significant in 

determining the funding scenario.'' Using these barriers, 

the study will provide awareness to the business people, 

investors and policymakers regarding the changes in the 

system to create broader and more equal availability of 

venture capital in Indian big innovation economy. 

 

II. REVIEW OF LITERATURE 
 

Surabhi Jain (2016) had covered areas of growing and the 

possibilities of Indian start-up ecosystem. It all starts with 

in-depth analysis of the concept of a start-up. This journal 

article talks about how start-up initiatives were introduced 

in India, why start-up ecosystems in India are required, and 

other strategies that were adopted in 2016 that offer 

assistance to start-ups in India such as cash support, tax 

holiday, etc. In the concluding section, Jain expressed the 

view that innovation is crucial in both the startup 

ecosystem and large-scale industries, as they contribute to 

the growth of a country's per capita GDP. The document 

talks about the problems faced by people of India. To 

ensure this does not happen, the government, corporate 
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and educational institutions can chip in through mentorship 

programs, workshops, seminars among other activities of 

this nature. 

 

Mohammed Habeebuddin and D. Sakriya (2017) focus on 

the issues and the dilemmas that Indian start- ups are going 

through. They also expose the vast number of 

opportunities and advantages, which are available to these 

start-ups, such as the Indian demography and the rather 

specific range of issues to be solved on the level of health, 

education, sanitation, and infrastructure. These are some of 

the things that make Indian start-ups to be able to 

transform insignificantly. The paper has listed several of 

the obstacles that Indian startups have to shy away, such as 

cultural barriers, a lack of mentorship, policy limitations, 

hiring and fundraising challenges, and societal concerns, 

changes in consumer behavior, technology infrastructure 

constraints, sustainability, and regulatory challenges, and 

tax issues. 

 

Dwivedi R. (2019) discovers that Start-ups are financially 

weak and any modification in the taxation system i.e. 

introduction of GST or procedures like demonetization 

affect them in a bad way. The demonetization process has 

been affecting a number of industries and causing them to 

slow down their rate of growth. The other main cause of 

failure in the start-up ventures is inadequate financial 

resources. Most of the start-up businesses do not achieve 

funding, and this leads to their shutdown in the end. About 

90 percent of start-up fails in its ability to remain viable 

within the market. There was a multiplication of start-ups 

with the same ideas having not innovated solutions and 

had taken up the same industry, and hence failed to obtain 

funds and later folding out. 

 

Upadhyay, Mala. (2024). examines the development of VC 

and its critical importance in innovation development and 

development of business at the global level. At the end of 

the 1990s, formal VC markets expanded so fast that they 

not only spawned vibrant industries but also saw over-

doing and mishaps at high prices. As time goes by, the VC 

markets in different parts of the world have developed with 

different features and performances. To assess VC firms' 

performance, the study analyses profit after tax and net 

asset value, providing insights into their regional and 

global contributions. In the research, the author goes into 

depth explaining the implications of VC financing on start-

ups and entrepreneurs in terms of mentorship, growth 

strategies, and value addition that does not entail monetary 

investment. The paper examines the risk and why funding 

of VC fails to discuss the predicaments it is currently 

facing. Besides, the paper stresses that VC investment 

significantly influences the long-term development and 

success, and the examples of globally powerful companies, 

such as Apple, Amazon, Google, and Alibaba, that 

transformed the global economy, are given. The 

relationship between the early investment of VCs and the 

performance of the start-up business is opened, with 

reference to growth stages. Summarizing, the paper throws 

light on the role of VC financing as the key factor of 

entrepreneurial strategies and the conversion of innovative 

ideas into successful businesses. Concluding on VC, as it 

has always been, it affects the dynamics of the market, and 

this research gives a beneficial understanding of the 

complexity of its effect on world economies and the world 

of entrepreneurs. This exploration of VC's global influence 

provides a comprehensive understanding of its role in 

fostering innovation and driving economic growth. 

 

Shweta Kumari. (2024). aims to understand the challenges 

which Indian startups face, the potential of India both as a 

market and a startup ecosystem. There has also been an 

attempt to get the idea of measures made by the 

government to support the growth of startups in India. As 

well, the research also focuses on the role startups play in 

growth of Indian economy. 

 

Objectives of the Study 

 To list and group out the major structural challenges, 

like regulatory barriers, narrow investor connection 

and lack of documentation, encountered by Indian 

startups tappling venture capital funding. 

 To analyze the inefficiencies in operation- operational 

constraints such as a shortage of manpower, where 

fund is misused or it cannot be scaled, areas which 

affect efficient use of venture capital in Indian 

startups. 

 To interrelate the connection between the 

structural/operational difficulties and ability to receive 

VCF including empirical data and proper statistical 

functions. 

 To understand the awareness and availability of the 

government and non-government venture capital 

support programs and their success in the filling gap 

in the financing opportunities of emerging startups in 

India. 

 

III. RESEARCH METHODOLOGY 
 

1. Research Design 

The research design used in the current study is descriptive 

and analytical research design, in investigating 

systematically the structural and operational issues the 

Indian startups encounter in receiving the venture capital 

funds. The design allows not only the statistical 

confirmation of the possible barriers but also the thematic 

explanation of their role in accessing funding 

opportunities. 

 

2. Nature of the Study 

It is a quantitative, cross-sectional research with a primary 

data acquisition in which the founders and co-founders of 

startups were surveyed in different industries and places in 

India. The research also seeks to reveal patterns, 

association and level of association between the non- 

financial problems and the funding accessibility. 
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3. Sampling Method 

Purposive sampling was used whereby only people who 

are actively participating in startup management and 

financing decision were sampled. ''The inclusion criteria 

mandated the participants to be core team members, co-

founders or founders of startups who were involved with 

the process of fundraising." The sample uses both funded 

and un-funded startups so that they become comparative. 

 

4. Sample Size 

This research was based on a total of 150 respondents 

which included startups based on metro cities, Tier 2 cities 

and semi urban/rural areas. A wide geographical, sectoral, 

and business-stage representation and insight are 

guaranteed by the diversity in the sample. 

 

5. Data Collection Method 

The structured questionnaire was used in the collection of 

the primary data and it was intertwined with a set of closed 

ended questions that covered: 

 Respondent and start up demographics 

 The kind and stage of venture capital finances acquired 

 Problems of structure and operation of work 

experienced 

 Expectations of the investor perceptions 

 Knowledge and availability of governmental and VC 

supporting schemes. 

 The survey was distributed on the internet (via Google 

Forms) and offline (in the events dedicated to the area 

of entrepreneurship and incubators). 

 

6. Tools for Analysis 

Descriptive statistics (frequency and percentage) were 

employed in the analysis of the data: profiling the 

demographic factors as well as analysing the trend. In 

order to conduct the test, the Chi-Square Test of 

Independence was used to prove statistically significant 

interdependence of structural/operational challenges and 

access to funding VC. The presentation of results was done 

effectively in the use of tables. 

 

IV. ANALYSIS AND INTERPRETATION 
 

Table 1: Demographic Profile of Respondents 

Variable Category Frequency 
Percentage 

(%) 

Gender Male 88 58.7% 

 Female 62 41.3% 

Age Group 20–29 years 46 30.7% 

 30–39 years 58 38.7% 

 40–49 years 31 20.7% 

 50 and above 15 10.0% 

Educational 

Qualification 
Graduate 51 34.0% 

 Postgraduate 72 48.0% 

 
Ph.D. / 

Doctorate 
12 8.0% 

 Others 15 10.0% 

(Diploma, 

etc.) 

Type of Startup Tech-based 61 40.7% 

 
Service-

based 
42 28.0% 

 
Product-

based 
31 20.7% 

 
Others (Agri, 

EduTech) 
16 10.6% 

Years of 

Operation 
< 1 year 23 15.3% 

 1–3 years 67 44.7% 

 4–6 years 42 28.0% 

 7+ years 18 12.0% 

Geographical 

Location 
Metro Cities 84 56.0% 

 Tier 2 Cities 48 32.0% 

 
Rural/Semi-

urban 
18 12.0% 

 

The demographic characteristics indicate a wide sample of 

150 respondents in startups; wherein 58.7 percent and 41.3 

percent of the respondents are male and female 

respectively. There were 38.7 percent in 30-39 years and 

30.7 percent in 20-29 years which symbolizes youthful feet 

of the entrepreneurial structure. On an education stand, 

almost half were postgraduates (48.0 percent), the others 

graduate (34.0 percent), doctoral (8.0 percent), or other 

professional degree (10.0 percent). Despite having a large 

percentage of Tech related startup (40.7), service or 

product related ventures were also well represented. Most 

of the startups were performing within a 1-3-year 

timeframe (44.7%) implying that they were in their 

development stages. In geographical location, a majority 

of the respondents were in metro cities (56.0%), with 

increasing concentration in Tier 2 (32.0%) and rural/semi-

urban places (12.0%), in a sense of concentration and, in a 

way, decentralization of startup activity in India. 

 

Table 2: Stage of Venture Capital Funding Reached 

Funding Stage Frequency 
Percentage 

(%) 

Seed / Pre-Seed 47 31.3% 

Angel / Early Stage 52 34.7% 

Series A – B 28 18.7% 

Series C and above 9 6.0% 

No VC Funding Yet 14 9.3% 

 

It can be seen in data that most of the startups have already 

received early-round capital, and 34.7% at Angel/Early-

Stage level and 31.3% at Seed/Pre-Seed stage. A lower 

percentage went on to Series A-B (18.7%) and only 6.0 

percent went above series C. Remarkably, 9.3 percent of 

startups claimed not to have received VC funding and it is 

the factor demonstrating that, even though the first stages 

of funding are relatively easier, it is difficult to graduate to 

the next rounds with most of them. 
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Table 3: Structural Barriers Faced in Accessing VC 

Funding 

Barrier Type Frequency 
Percentage 

(%) 

Lack of Collateral/Guarantees 63 42.0% 

Inadequate Financial 

Documentation 
56 37.3% 

Limited Investor 

Network/Connections 
74 49.3% 

Regulatory or Compliance 

Hurdles 
45 30.0% 

Language/Cultural Barriers 

with VCs 
22 14.7% 

 

The common structural barrier cited by the respondents to 

be encountered when accessing VC funds came out as 

limited investor networks (49.3%) followed by lack of 

collateral or guarantees (42.0%) and poor financial 

documentation (37.3). There were also regulatory or 

compliance challenges (30.0 %) and mismatches in 

language and culture between the investors (14.7 %) as 

possible mixes of ecosystem-level (regulatory) and 

communication-related difficulties. 

 

Table 4: Operational Challenges Impacting Fund 

Utilization 

Operational Challenge Frequency 
Percentage 

(%) 

Lack of Skilled Workforce 51 34.0% 

High Burn Rate / 

Mismanagement of Funds 
39 26.0% 

Unscalable Business Model 46 30.7% 

Delay in Product Development 33 22.0% 

Difficulty in Market Penetration 57 38.0% 

 

The most typical issues were connected with the problems 

of market penetration (38.0%), shortage of skilled 

workforce (34.0%) and unscalable business models 

(30.7%). Also, 26.0 percent referred to the abuse or 

excessive burn rates, whereas 22.0 percent experienced 

delays in product development. These obstacles bring to 

mind inward constraints of organizations that can move 

against efficient use of the capital as soon as it is taken. 

 

Table 5: Perception of Venture Capitalists’ Evaluation 

Criteria 

Evaluation Criterion Rated as Very Important (%) 

Founder's Background 82 (54.7%) 

Business Model Viability 112 (74.7%) 

Market Size and 

Scalability 
97 (64.7%) 

Revenue Projections 89 (59.3%) 

Competitive 

Advantage/USP 
101 (67.3%) 

 

The adaptability of the business model (74.7%) and the 

competitive advantage or uniqueness (67.3%) were the 

most vital requirements recognized by the respondent as 

those perceived by the venture capitalists when they 

evaluate. Market scalability (64.7%) and revenue 

projections (59.3%) were also seen as important, while the 

founder's background was rated very important by 54.7% 

of participants, highlighting the emphasis placed on both 

strategic and human capital by investors. 

 

Table 6: Awareness and Access to Government/VC 

Support Schemes 

Support Scheme Awareness 
Aware 

(%) 

Accessed 

(%) 

Startup India Seed Fund 

Scheme 

98 

(65.3%) 
39 (26.0%) 

Fund of Funds for Startups 

(SIDBI) 

67 

(44.7%) 
22 (14.7%) 

State Startup 

Incentives/Subsidies 

61 

(40.7%) 
26 (17.3%) 

DPIIT Startup Recognition 

Benefits 

75 

(50.0%) 
36 (24.0%) 

Venture Capital Scheme (Min. 

of MSME) 

44 

(29.3%) 
14 (9.3%) 

 

The awareness related to major support schemes of the 

government and VC was also somewhat good with 65.3 

percent aware of the Startup India Seed Fund Scheme and 

50.0 percent aware of DPIIT recognition benefits. 

Nevertheless, the real access rates were even lower 26.0 

per cent had availed the Seed Fund Scheme, and 24.0 

percent had acquired benefits under the DPIIT. There was 

an even further awareness and utilization of other schemes 

such as Fund of Funds by SIDBI or VC Scheme by 

MSME, which implies that the means of implementing the 

policies are not being realized effectively in the markets. 

 

Hypothesis Testing:  

 H₀: There is no significant relationship between 

structural and operational challenges faced by Indian 

startups and their access to venture capital funding. 

 H₁: There is a significant relationship between structural 

and operational challenges faced by Indian startups 

and their access to venture capital funding. 

 

It has used the Chi-Square Test of Independence because 

both variables of study i.e. nature of challenges 

(categorical) and VC funding access (categorical) were 

qualitative in nature. 

 

Table 7: Cross-tabulation of Challenges vs. VC Funding 

Access 

Challenges Faced 
VC Funded 

(Yes) 

Not VC 

Funded 
Total 

Faced Major Structural 

Challenges 
48 62 110 

Faced Minor/No 

Structural Issues 
28 12 40 

Total 76 74 150 
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Table 8: Expected Values (Under Null Hypothesis) 

Challenges Faced 
VC Funded 

(Yes) 

Not VC 

Funded 

Faced Major Structural 

Challenges 
55.73 54.27 

Faced Minor/No Structural 

Challenges 
20.27 19.73 

 

Using the formula: 

 
 

The computed Chi-Square value is: 

 

 
 

Degrees of Freedom (df): (Rows - 1) × (Columns - 1) = (2 

- 1) × (2 - 1) = 1 

 

Critical value at α = 0.05: 3.84. 

 

As the value of Chi-Square calculated (8.21) exceeds that 

of the critical value (3.84), use of Chi-squared value to 

reject the null hypothesis is done. 

 

The hypothesis test implies the existence of a statistically 

significant correlation between the challenge related to the 

structure and operation process emergence by startups and 

the potential to attract venture capital funds. Companies 

with structural impediments in the form of poor investor 

connection, regulatory, or documentation were established 

to have low odds of VC support by quite a significant 

margin. On the other hand, startups that did not have that 

many structural blockades had better rates of getting 

financed. These findings validate the study's core 

proposition and highlight the need for targeted policy 

reforms and ecosystem-level support to ease such barriers 

and improve funding access for emerging ventures in 

India. 

 

VI. CONCLUSION 
 

This study gives an in-depth account of the structural and 

operational constraints that frustrate Indian start-ups in the 

successful accessibility of venture capital funds. Though 

India is home to a lively and growing start-up 

environment, a large percentage of start-ups are presently 

failing to face the institutional demands and internal 

capacity issues. In analyzing this, the report has pointed 

out that the access to funding opportunity is not just about 

innovation, market potential but it also depends on how 

well documentation has been done, regulatory compliance, 

network access with investors as well as the readiness 

within the start up to operate itself. 

 

The hypothesis testing supports an existence of statistically 

significant connection between structural and operational 

inefficiencies on the probability of having venture capital. 

The operational obstacles also include the lack of 

penetration in the market and talent, as well as structural 

barriers like limited network with the investors, absence of 

collateral, and regulatory complexity continue to be the 

major hurdles to effective use of funds. In addition to this, 

although the government has the schemes that help support 

startups, the disparity that exists between awareness and 

actual access implies that, perhaps, the government 

schemes require improvement in terms of their outreach. 

 

The multi-stakeholder approach is necessary to deal with 

all these concerns. Policymakers have to streamline 

regulation systems and exchange more transparency 

underneath funding plans, as well as incubators and 

accelerators offering capacity-building ability and 

mentorship to make sure investors prepare. At the same 

time, startups will be required to make investments in 

financial systems, strategic planning, and acquisition of 

skilled talents. This can be achieved by quickly handling 

both the structural and functional aspects of India in 

creating an inclusive and efficient funding ecosystem that 

is not only helpful in the establishment of startups, but also 

in sustainable expansion and international competitiveness. 
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