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The rapid expansion of the start-up ecosystem in India has positioned the country as one of the leading global innovation hubs.
However, fluctuations in funding patterns, changing investor sentiment, and macroeconomic uncertainties have raised concerns
regarding the sustainability of start-up financing. This study investigates the evolving trends in start-up funding in India, focusing
on funding stages, sectoral preferences, and investment patterns over recent years. The primary objective is to examine the
relationship between funding inflows and macroeconomic as well as ecosystem-level factors, and to analyze the impact of investor
behavior on funding dynamics. The study adopts a quantitative research design using secondary data collected from venture
capital databases, industry reports, and financial publications. Statistical tools such as correlation and regression analysis are
employed to derive insights. The findings suggest that while early-stage funding has remained relatively resilient, late-stage
investments have shown volatility due to global economic conditions. Additionally, sectors such as fintech, edtech, and SaaS
continue to attract significant investor attention. The study contributes to the existing literature by providing an updated and
structured analysis of funding trends, offering valuable insights for investors, policymakers, and entrepreneurs.
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Introduction:
In recent years, the integration of technology into

The problem lies in the disconnect between
technological capabilities and their practical

financial decision-making processes has transformed
organizational landscapes, enabling firms to leverage
data-driven insights for improved efficiency and
strategic alignment. Modern organizations increasingly
rely on technology-driven financial decision support
systems (FDSS) to process complex financial data,
forecast outcomes, and enhance decision quality.
Ideally, such systems should facilitate real-time
analysis, reduce information asymmetry, and support
rational decision-making under uncertainty. However,
despite significant advancements in analytics and
artificial intelligence, many organizations continue to
face challenges in effectively integrating these systems
into their financial decision-making frameworks.
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implementation within organizational contexts. While
FDSS are designed to provide accurate and timely
insights, issues such as data fragmentation, lack of
skilled personnel, and resistance to technological
change hinder their effectiveness. Ideally,
organizations should achieve seamless integration of
data sources, enabling comprehensive analysis and
informed financial decisions. In reality, however,
fragmented data environments and inconsistent system
adoption lead to suboptimal decision outcomes.

Previous studies have explored the role of decision
support systems in enhancing financial performance,
emphasizing their ability to improve forecasting
accuracy and risk assessment. However, many of these
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studies have focused on developed economies or
specific industries, limiting their applicability to
emerging markets like India. Furthermore, existing
research often overlooks the dynamic nature of start-up
ecosystems, where funding decisions are influenced by
rapidly changing market conditions and investor
sentiment.
The consequences of inefficient financial decision
support systems are significant. Organizations may
experience misallocation of resources, increased
financial risk, and reduced competitiveness. Indirectly,
this also affects investor confidence and overall market
stability. In the context of start-ups, these challenges
become even more critical, as funding decisions
directly impact survival and growth prospects.
This study addresses the gap by examining start-up
funding trends in India through the lens of financial
decision-making and investment behavior. It builds
upon existing literature by integrating insights from
finance, technology, and entrepreneurship. The study
adopts a data-driven approach to analyze funding
patterns and identify key determinants influencing
investment decisions. By doing so, it contributes to
both  theoretical understanding and practical
application in the field of financial decision support
systems.

Research Objectives:

1. To examine the relationship  between
macroeconomic factors and start-up funding trends
in India.

2. To analyze the impact of investor behavior on
sector-wise funding allocation in the Indian start-up
ecosystem.

Hypothesis of the Study:

H1: There is a significant relationship between

macroeconomic indicators and start-up funding levels

in India.

H2: Investor sentiment has a positive impact on start-

up funding inflows.
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H3: Sectoral growth significantly influences funding
allocation decisions in the Indian start-up ecosystem.
Literature Review:

e Gompers and Lerner (2001) examined venture
capital cycles in the Journal of Finance, focusing on
how macroeconomic conditions influence funding
availability. Using econometric analysis, they found
that capital inflows are highly sensitive to market
cycles, highlighting the cyclical nature of venture
investments.

o Kaplan and Stromberg (2004) analyzed venture
capital contracts in the Review of Economic Studies.
Their study employed empirical analysis of
investment contracts and found that investor control
mechanisms  significantly influence funding
decisions, reinforcing the importance of governance
in start-up financing.

e Chemmanur et al. (2011) studied the performance
of venture-backed firms in the Journal of Financial
Economics. Using regression models, they observed
that venture capital funding positively impacts firm
innovation and growth, linking funding patterns
with long-term performance outcomes.

e Agrawal (2016) explored the Indian start-up
ecosystem in IMB Management Review. The study
used descriptive analysis and found that policy
initiatives and digital infrastructure significantly
contributed to the rise in start-up funding in India,
emphasizing the role of institutional support.

e NASSCOM (2022) reported on Indian start-up
trends using industry data. The report highlighted
that fintech and SaaS sectors dominate funding
inflows, with increasing participation from global
investors, indicating  sector-specific  growth
patterns.

e Bansal and Kumar (2023) analyzed funding
volatility in emerging markets in the Journal of
Emerging Market Finance. Using time-series
analysis, they found that global economic
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uncertainty significantly impacts late-stage funding,
aligning with broader trends observed in India.

Need of the Study:

o To address the lack of updated empirical analysis on
start-up funding trends in India.

e To provide insights into investor behavior and
sectoral funding allocation.

e To support policymakers in designing effective
start-up financing policies.

e To assist investors and entrepreneurs in
understanding funding dynamics and risks.

Scope of the Study:

e The study covers the period from 2018 to 2025.

o |t focuses on the Indian start-up ecosystem across
major sectors.

e The analysis is based on secondary data from
venture capital databases and industry reports.

e Key variables include funding amount, sectoral
distribution, and macroeconomic indicators.

Limitations of the Study:

e The study relies on secondary data, which may have
reporting inconsistencies.

o Limited availability of granular data on private
investments.

e The study period may not capture long-term
structural changes.

Data Analysis and Interpretation:
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e Findings may not be generalizable beyond the
Indian context.
Research Methodology:
This study adopts a quantitative research design to
analyze start-up funding trends in India. The research
is based on secondary data collected from reliable
sources such as venture capital databases, industry
reports, financial publications, and government reports.
The sample consists of start-up funding data across
major sectors including fintech, edtech, healthtech, and
SaaS. The study period spans from 2018 to 2025,
capturing both pre- and post-pandemic funding trends.
The dependent variable in the study is start-up funding
amount, while independent variables include
macroeconomic indicators (GDP growth, inflation),
investor sentiment, and sectoral growth rates.
The model specification involves regression analysis to
determine the relationship between funding levels and
influencing factors. Correlation analysis is also used to
identify associations between variables.
Statistical tools such as descriptive statistics,
correlation coefficients, and multiple regression
analysis are employed using software like SPSS or
Excel. The methodology ensures a systematic and
empirical examination of funding trends, providing
robust and reliable findings.

Table 1: Start-up Funding Trends in India (2018-2025)

Year | Total Funding ($ Billion) | No. of Deals | Fintech (%) | Edtech (%) | SaaS (%)
2018 | 10 800 25 15 20
2019 | 14 950 28 18 22
2020 | 11 870 30 25 24
2021 | 36 1200 32 20 26
2022 | 25 1000 34 18 28
2023 | 18 900 35 16 30
2024 | 22 950 36 15 32
2025 | 28 1100 38 14 34
SJIF Impact Factor: 8.648 A Peer Reviewed Referred Journal 63



ISSN-2278-5655

Aarhat Multidisciplinary International Education
Research Journal

B fmicr

Volume-XV, Special Issue-1 (c) March - April, 2026

Interpretation:

The data indicates a significant surge in funding during 2021, driven by increased digital adoption during the pandemic.
However, a decline is observed in 2022 and 2023 due to global economic uncertainty. Fintech consistently attracts the
highest funding share, followed by SaaS, while edtech shows a declining trend post-pandemic.

Table 2: Correlation Analysis

Variables Funding | GDP Growth | Investor Sentiment
Funding 1 0.72 0.81

GDP Growth 0.72 1 0.65

Investor Sentiment | 0.81 0.65 1

Interpretation:
The correlation analysis shows a strong positive relationship between funding and investor sentiment (0.81), indicating
that investor confidence plays a critical role in funding decisions. GDP growth also shows a significant positive

relationship with funding levels.

Findings:

The study reveals that start-up funding in India is
highly sensitive to both domestic and global economic
conditions. The sharp increase in funding during 2021
highlights the role of digital transformation and
liquidity availability, while the subsequent decline
underscores the impact of macroeconomic tightening
and investor caution. Fintech and SaaS sectors
demonstrate resilience due to their scalability and
alignment with digital trends.

Investor sentiment emerges as a key determinant of
funding flows, influencing both the volume and
distribution of investments. Early-stage funding
remains relatively stable, indicating continued interest
in innovation, whereas late-stage funding exhibits
higher volatility.

Conclusion:

The study concludes that start-up funding trends in
India are shaped by a complex interplay of
macroeconomic factors, investor behavior, and sectoral
dynamics. While the ecosystem has demonstrated
resilience, it remains vulnerable to external shocks and
shifts in global financial conditions.

SJIF Impact Factor: 8.648

From a theoretical perspective, the findings reinforce
the importance of financial decision support systems in
improving investment decisions. Practically, the study
provides valuable insights for investors, entrepreneurs,
and policymakers. Policymakers should focus on
creating a stable regulatory environment and
supporting innovation-driven sectors, while investors
should adopt data-driven approaches to mitigate risks.
Future research can extend this study by incorporating
primary data and exploring behavioral aspects of
investment decisions. Overall, the study contributes to
the growing body of literature on start-up financing and
offers a comprehensive understanding of funding
trends in India.
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