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Abstract 

 

This paper explores the startup funding journey from bootstrapping to IPO, highlighting key 

financing strategies, challenges, and risks across stages. It emphasizes how funding decisions 

shape growth, sustainability, and competitiveness, while offering insights for entrepreneurs, 

investors, and policymakers to strengthen the startup ecosystem. The study further underscores 

the importance of aligning funding choices with business needs and adapting to changing 

investor expectations. By mapping stages and strategies, the paper contributes to a clearer 

understanding of how startups can achieve resilience and long-term success. 

 

Keywords: Startup Funding, Bootstrapping, Venture Capital, IPO, Challenges, Strategies 

 

Introduction 

The journey of startup financing evolves from personal contributions to large-scale public 

investments, shaping both growth and strategy along the way. At the outset, entrepreneurs often 

depend on their own resources to experiment with ideas and build initial prototypes. This is 

followed by seed funding, where angel investors and early-stage funds provide capital to 

support product development and establish market fit. As the venture gains traction, 

institutional investors step in during Series A, B, and C rounds to drive scaling, expansion, and 

operational maturity. At every stage, the objectives shift—from early validation and customer 

acquisition to rapid growth and pursuit of market leadership. With further maturity, startups 

may progress to later funding rounds or prepare for an Initial Public Offering (IPO). Navigating 

this path requires deliberate choices regarding ownership, governance, and risk management. 

Since funding decisions directly affect long-term sustainability and organizational culture, 

startups must adapt continuously to evolving investor expectations and market dynamics. Thus, 



 

 

mapping the funding journey becomes vital for building scalable, resilient, and impactful 

enterprises. 

Statement of Problem: 

The journey of a startup from bootstrapping to an Initial Public Offering (IPO) involves 

navigating multiple funding stages, each with distinct strategies and challenges that shape the 

firm’s growth and sustainability. While entrepreneurs often begin with limited resources 

through bootstrapping, subsequent stages demand access to angel investment, venture capital, 

private equity, and finally public markets, each carrying issues such as valuation dilemmas, 

ownership dilution, investor pressures, and regulatory complexities. The absence of a 

comprehensive framework that systematically maps these funding stages, strategies, and 

challenges creates a critical gap in entrepreneurial finance literature, limiting practical guidance 

for entrepreneurs, investors, and policymakers. Therefore, the problem lies in understanding 

and analyzing how startups progress through the funding journey, the strategies they adopt, and 

the obstacles they encounter, in order to provide insights that can strengthen decision-making 

and enhance startup success. 

Objectives of the Study 

● To map the sequential stages of startup funding, from bootstrapping to Initial Public 

Offering (IPO) 

● To examine the financing strategies adopted by startups at different stages of their 

growth. 

● To identify the challenges and risks faced by entrepreneurs in securing and managing 

funding across various stages. 

● To analyze the impact of funding choices on startup growth, sustainability, and long-

term competitiveness. 

● To provide insights and recommendations that can guide entrepreneurs, investors, and 

policymakers in effectively navigating the startup funding journey. 

 

 

Review of Literature 

Saifi (2022) analyzed the investment scenario of Indian startups and observed a rapid increase 

in funding from angel investors, venture capital, and private equity between 2016 and 2019. 

The study highlighted challenges such as a lack of sophisticated mentorship and limited exit 

options restricting ecosystem growth. 



 

 

Ramachandran et al. (2019) examined the growth of Indian startups across five states, 

emphasizing a shift from conventional bank financing towards modern funding methods like 

angel investments and venture capital. The study called for financial literacy and awareness 

programs to facilitate better access to early-stage funding. 

Sarma (2025) traced the evolution of venture capital in India, noting the sector-specific shifts 

and government initiatives that shaped its growth from the 1970s to present. The research 

highlighted the critical role of Indian financial institutions and the growing presence of global 

investors in the Indian startup landscape. 

 

 

MAJOR STAGES IN THE STARTUP FUNDING JOURNEY FROM 

BOOTSTRAPPING TO IPO 

1. Bootstrapping (Self-funding) 

Funds are used mainly for developing a prototype or Minimum Viable Product (MVP) and 

testing the market. While this stage allows entrepreneurs to retain full ownership and control, 

it is limited by scarce resources and carries high personal financial risk. 

2. Angel Investment (Seed Funding) 

The next stage is angel investment, where individual investors provide early capital in 

exchange for equity. This funding supports product development, team building, and 

marketing. Angels often bring mentorship and networks, which add value beyond money. 

However, entrepreneurs must share ownership, which begins the process of equity dilution. 

3. Venture Capital (Series A, B, C …) 

As startups scale, they seek venture capital funding through rounds like Series A, B, and C. 

Venture capital firms provide large funds to expand operations, improve technology, and reach 

wider markets. These investments also enhance credibility and attract talent. Yet, they come 

with significant ownership dilution and pressure to achieve rapid growth and high returns. 

4. Private Equity / Growth Stage Funding 

In the growth stage, startups turn to private equity or institutional investors for large-scale 

funding. Capital is used for expansion into new markets, acquisitions, or diversification. This 

stage brings not only financial resources but also strategic guidance. However, stricter 

governance and reduced entrepreneurial autonomy become major challenges. 

5. Initial Public Offering (IPO) 

The final stage is the Initial Public Offering (IPO), where startups list shares in the stock market 

to raise substantial public capital. An IPO boosts brand reputation, ensures liquidity for early 



 

 

investors, and signals maturity. Despite these benefits, startups must handle regulatory 

compliance, high costs, and market pressures, which can challenge long-term stability. 

 

Figure 1.1: Conceptual Framework – Mapping the Startup Funding Journey 

 

 

Figure 1.1: Conceptual Framework – Mapping the Startup Funding Journey 

This framework illustrates the sequential flow of the startup funding journey, beginning with 

bootstrapping and progressing through angel investment, venture capital, private equity, and 

Initial Public Offering (IPO). At each stage, startups adopt specific financing strategies such as 

self-financing, networking, scaling through venture capital, or raising institutional and public 

funds. These strategies are accompanied by unique challenges, including resource limitations, 

valuation dilemmas, ownership dilution, investor expectations, and regulatory compliance. The 

manner in which startups navigate these strategies and overcome challenges ultimately 

influences their growth, sustainability, competitiveness, and long-term success. 

Key Challenges and Risks Faced by Startups While Raising and Managing Funds 

● Limited financial resources at the bootstrapping stage restrict growth and scalability. 

● High personal financial risk for founders relying on savings or informal borrowing. 

● Valuation uncertainties in early stages make it difficult to negotiate fair funding. 

 



 

 

● Equity dilution and ownership loss as startups bring in external investors. 

● Mismatch in vision or conflict between founders and investors over business direction. 

● Pressure for rapid growth and high returns from venture capital and private equity 

investors. 

● Loss of strategic control, as investors often demand board seats and decision-making 

power. 

● Stricter governance and compliance requirements imposed by institutional investors. 

● Market volatility and regulatory scrutiny during and after an IPO. 

● Short-term performance pressures that may undermine long-term sustainability and 

innovation. 

 

Insights and Recommendations to Strengthen the Startup Funding Ecosystem 

 

The startup funding ecosystem is a dynamic network of entrepreneurs, investors, and 

policymakers, each playing a crucial role in ensuring the survival and growth of new ventures. 

Strengthening this ecosystem requires actionable insights and collaborative strategies that 

address the needs and challenges of all stakeholders. 

 

For Entrepreneurs: Startups should align funding choices with their stage of growth, 

balancing ownership with capital needs. Effective financial planning, transparency in 

operations, and building strong investor relationships are essential for long-term sustainability. 

Entrepreneurs should also diversify funding sources—exploring crowdfunding, incubators, and 

government schemes—instead of relying solely on traditional equity financing. 

 

For Investors: Investors need to go beyond financial support and provide value through 

mentorship, strategic networks, and industry expertise. Patience in investment expectations is 

critical, especially in early-stage ventures that may take time to achieve profitability. 

Developing trust-based partnerships with founders can reduce conflicts and enhance startup 

performance. 

 

For Policymakers: Governments and regulators play a pivotal role by creating a favorable 

environment for startups. Simplifying legal and compliance requirements, offering tax 

incentives, supporting incubators and accelerators, and improving access to public markets can 



 

 

significantly strengthen the funding ecosystem. Transparent policies and investor protection 

frameworks also encourage greater capital flow into startups. 

 

Conclusion 

The journey of a startup from bootstrapping to an Initial Public Offering (IPO) represents a 

complex progression shaped by evolving financing strategies, ownership dynamics, and 

external expectations. Each stage—bootstrapping, angel investment, venture capital, private 

equity, and IPO—offers unique opportunities while posing significant challenges related to 

valuation, equity dilution, investor pressures, governance, and regulatory compliance. The 

analysis in this study highlights that funding decisions not only determine short-term survival 

but also influence long-term growth, sustainability, and competitiveness. For entrepreneurs, 

aligning funding choices with business needs and maintaining financial discipline are critical. 

Investors must extend beyond capital provision to offer mentorship, networks, and patient 

support, while policymakers should create an enabling environment through simplified 

regulations, tax incentives, and institutional backing. Ultimately, a well-coordinated startup 

funding ecosystem fosters innovation, strengthens entrepreneurship, and contributes to 

economic development. 
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