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Abstract

Entrepreneurial finance has emerged as a critical determinant of startup creation, survival, and growth in
emerging economies. India has developed one of the world's largest startup ecosystems, supported by
venture capital, angel networks, incubators, accelerators, and government initiatives. However, existing
studies often examine financing mechanisms in isolation rather than from a lifecycle perspective. This
conceptual paper develops an integrated framework explaining how entrepreneurial finance evolves
across startup stages and how institutional factors shape financing decisions. Drawing upon Pecking
Order Theory, Agency Theory, Resource-Based View, and Institutional Theory, the paper proposes a
framework linking entrepreneurial finance sources, entrepreneurial capabilities, institutional support, and
startup growth. The study identifies major research gaps and proposes a future research agenda for
entrepreneurial finance research in emerging economies.
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1. Introduction

Entrepreneurship plays a significant role in economic development through innovation, employment
generation, and productivity enhancement. In emerging economies, startups contribute to structural
transformation and technological progress. Access to finance remains one of the most critical
determinants of entrepreneurial success. Startups typically face uncertainty, information asymmetry, and
limited collateral, making traditional financing difficult. India presents a unique context for examining
entrepreneurial finance due to the rapid expansion of its startup ecosystem. Government initiatives,
digital infrastructure, and increased investor participation have transformed the financing landscape.
This paper examines the evolution of entrepreneurial finance across startup stages, explores the
mechanisms supporting startup scaling, and analyses the role of institutional factors in financing
decisions.

Research Questions

RQ1: How does entrepreneurial finance evolve across startup stages?

RQ2: What financial mechanisms support startup scaling?

RQ3: How do institutional factors influence financing decisions?
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2. Review of Literature

Entrepreneurial finance refers to the financial decisions and resource allocation processes associated
with entrepreneurial ventures. The literature highlights several financing sources including
bootstrapping, family financing, angel investment, venture capital, crowdfunding, bank finance, and
government support. Emerging economy studies indicate that institutional quality, regulatory support,
and investor networks significantly influence financing accessibility. Research on India demonstrates the
increasing importance of venture capital, startup accelerators, and digital financing platforms.
Nevertheless, existing studies remain fragmented and provide limited lifecycle-based explanations of
financing evolution. A significant research gap exists in integrating financing mechanisms,
entrepreneurial capabilities, and institutional influences within a unified conceptual framework.

3. Theoretical Foundations

Pecking Order Theory suggests that entrepreneurs prefer internal financing before external financing due
to information asymmetry. Agency Theory explains conflicts between founders and investors. The
Resource-Based View considers financial capital a strategic resource that supports innovation and
competitive advantage. Institutional Theory emphasizes the influence of regulations, policies, norms,
and ecosystem support. Collectively, these theories provide a comprehensive lens for understanding
entrepreneurial finance in emerging economies.

4. Entrepreneurial Finance Across Startup Stages

The ideation stage is primarily financed through personal savings, family support, and grants. During the
seed stage, angel investors, incubators, and accelerators become important. Early growth is often
supported by venture capital and seed funds. Expansion stages require larger investments through Series
A, B, and C funding rounds as well as private equity participation. Scale-up and exit stages involve
IPOs, mergers, acquisitions, and strategic investments. Financing needs evolve significantly as startups
progress through these stages, requiring different combinations of capital and support.

5. Financial Mechanisms Supporting Startup Scaling

Venture capital provides both funding and strategic guidance. Angel investors contribute mentorship and
industry networks. Crowdfunding expands access to capital for innovative ventures. Government
schemes reduce financing barriers. FinTech lending platforms improve access to credit through
technology-enabled assessment mechanisms. Corporate venture capital supports innovation through
strategic partnerships. Together, these mechanisms facilitate startup scaling and market expansion.

6. Institutional Factors Influencing Financing Decisions

Government policies, investor protection mechanisms, incubation ecosystems, regulatory quality,
entrepreneurial culture, and digital infrastructure significantly influence financing decisions. Strong
institutions reduce uncertainty, improve investor confidence, and facilitate efficient capital allocation.
The Indian startup ecosystem demonstrates how policy support and digital transformation can stimulate
entrepreneurial activity and financing accessibility.

7. Proposed Conceptual Framework
The proposed framework suggests that entrepreneurial finance sources influence startup growth through
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entrepreneurial capabilities such as innovation capability, financial literacy, networking capability, and
strategic orientation. Institutional factors moderate this relationship by shaping access to finance and
entrepreneurial opportunities. The framework provides a holistic explanation of startup financing
dynamics in emerging economies.

Propositions

P1: Access to diversified entrepreneurial finance positively influences startup growth.

P2: Entrepreneurial capabilities mediate the relationship between finance and startup growth.

P3: Institutional support positively moderates the finance-growth relationship.

P4: Digital financial infrastructure enhances financing accessibility and efficiency.

8. Research Gaps and Future Research Agenda

Future research should examine financing transitions across startup stages through longitudinal studies.
Comparative studies across emerging economies can enhance understanding of institutional influences.
Additional research is required on FinTech-enabled entrepreneurial finance, gender dimensions of
startup financing, sustainable finance, and Al-enabled investment decision making. These areas
represent promising directions for future scholarship.

9. Implications

Academically, the framework integrates multiple theoretical perspectives. For policymakers, the
findings emphasize the need for stronger startup support systems, investor protection, and financing
infrastructure. For entrepreneurs, the study highlights the importance of financing diversification,
financial literacy, and ecosystem engagement.

10. Conclusion

Entrepreneurial finance is a critical enabler of startup growth in emerging economies. The Indian startup
ecosystem demonstrates the importance of combining diverse financing mechanisms with institutional
support and entrepreneurial capabilities. The conceptual framework developed in this paper offers a
foundation for future empirical research and contributes to the growing literature on entrepreneurial
finance and innovation ecosystems.
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