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Abstract 

India has emerged as the world's third-largest startup ecosystem, hosting over 117,000 DPIIT-
recognised startups and 111 unicorn companies as of 2024. Within this dynamic landscape, the 
financing decision—whether to bootstrap or pursue venture capital (VC) funding—represents one of 
the most consequential strategic choices a founder can make. This paper investigates the 
comparative impact of bootstrapping and venture capital funding strategies on startup sustainability 
in India across five dimensions: financial sustainability, operational sustainability, growth trajectory, 
founder autonomy, and long-term market survival. The study employs a secondary data-based 
research design, drawing on peer-reviewed academic literature, NASSCOM reports, Tracxn 
analytics, Bain & Company venture reports, and Startup India databases covering 2018–2024. Four 
theoretical lenses are integrated: Pecking Order Theory, Resource-Based View, Agency Theory, and 
Signalling Theory. Findings reveal that bootstrapped startups demonstrate significantly stronger 
financial sustainability, superior long-term survival rates, and higher founder autonomy—particularly 
in capital-light sectors. VC-funded startups exhibit higher short-to-medium term growth but face 
elevated mortality risk post-Series B due to burn-rate pressures. The 2022–23 Indian funding winter 
serves as a decisive natural experiment corroborating these patterns. The paper contributes original 
analytical insights to the Indian entrepreneurship and venture finance literature with actionable 
implications for founders, investors, and policymakers. 
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INTRODUCTION 

India's startup ecosystem has 
undergone a remarkable transformation 
over the past decade, evolving from a 
nascent entrepreneurial culture into the 
world's third-largest startup hub. From 
fewer than 500 government-recognised 
startups in 2014, India's DPIIT-recognised 
startup count surpassed 117,254 by 
December 2024, supported by a vibrant 
network of incubators, accelerators, angel 
investor networks, and institutional venture 
capital funds (Startup India, 2024). The 
nation has produced 111 unicorn 
companies and attracted cumulative VC 
investments exceeding USD 70 billion 
between 2018 and 2023 (NASSCOM, 
2023; Tracxn, 2024). 

Within this dynamic landscape, the 
startup financing decision—whether to 
bootstrap or pursue venture capital—
constitutes one of the most consequential 
strategic choices a founder can make. This 
decision shapes not merely the pace of 
growth, but the fundamental character, 
culture, governance, and long-term 
sustainability of the enterprise. Despite the 
centrality of this decision, the academic 
literature on its consequences for Indian 
startups remains sparse and fragmented. 
Most comparative research draws on US or 
European contexts, whose market 
dynamics, capital availability, and 
entrepreneurial culture differ substantially 
from India's. 

The 2022–23 global funding 
winter—during which Indian VC investment 
declined by approximately 60% year-on-
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year—created a natural experiment of 
considerable academic value, exposing the 
differential resilience of bootstrapped 
versus VC-funded startups under 
conditions of capital market stress. This 
paper seizes that analytical opportunity. It 
investigates the comparative impact of 
bootstrapping and venture capital funding 
strategies on startup sustainability in India, 
employing a multi-dimensional 
sustainability framework and a rigorous 
secondary data-based methodology. 

LITERATURE REVIEW 

Bootstrapping and Startup Finance 

Bootstrapping—the practice of 
founding and growing a business using 
personal resources, internal cash flows, 
and creative resource acquisition 
strategies without institutional equity—has 
received growing academic attention since 
Bhide's (1992) foundational work 
demonstrating that capital scarcity imposes 
financial discipline that supports long-run 
sustainability. Winborg and Landstrom 
(2001) taxonomically identified six distinct 
bootstrapping strategies employed by 
small business managers, establishing an 
empirical foundation for studying the 
phenomenon. Ebben and Johnson (2006) 
demonstrated that bootstrapping is 
positively associated with return on assets 
in service-sector firms, providing early 
evidence of its financial sustainability 
advantage. 

In the Indian context, Kannan and 
Bhargava (2022) conducted qualitative 
research revealing that Indian founders 
bootstrap primarily for autonomy, control, 
and cultural alignment with frugal 
innovation (jugaad) traditions. Gupta and 
Srivastava (2022) found that women-led 
bootstrapped startups in India demonstrate 
high sustainability, adding an intersectional 
dimension to the literature. Dhar and Mitra 

(2023) provided timely evidence that 
bootstrapped Indian startups were 
significantly more resilient during the 
2022–23 funding winter than their VC-
funded counterparts. 

Venture Capital and Startup Outcomes 

The venture capital literature offers 
a more ambivalent picture of VC's effects 
on startup sustainability. Davila, Foster, 
and Gupta (2003) demonstrated that VC-
backed startups grow faster in revenue and 
employment, establishing the growth-
acceleration thesis that dominates popular 
narratives about VC funding. Hellmann and 
Puri (2002) showed that VC accelerates 
management professionalisation and 
governance formalisation. Hochberg, 
Ljungqvist, and Lu (2007) documented the 
network effects of VC affiliation, 
demonstrating that connected VC firms 
produce better portfolio outcomes through 
information flows and deal referrals. 

However, Gompers and Lerner 
(2001) identified that VC economics—
requiring 10x returns within fund 
lifecycles—create structural pressures for 
unsustainable growth-at-cost strategies. 
Robb and Robinson (2014) found that 
internal financing is linked to higher survival 
rates among new firms. Krishnan and 
Gupta (2021) provided critical India-
specific evidence that the VC survival 
advantage reverses post-Series B, a 
finding central to this paper's analytical 
framework. Kohli and Sharma (2023) 
demonstrated that positive unit economics 
predict 2.3x higher survival rates—a metric 
on which bootstrapped startups 
significantly outperform VC-funded 
counterparts. 

Research Gaps 

Critical analysis of the literature 
reveals four underexplored areas that this 
paper addresses: (1) the near-absence of 



2026                          Karthik Ram V K           87 

India-specific comparative studies in a 
market with distinctive capital dynamics 
and cultural entrepreneurial values; (2) 
limited multi-dimensional sustainability 
analysis beyond single metrics such as 
survival rates or revenue growth; (3) 
inadequate scholarly exploitation of the 
2022–23 funding winter as a natural 
experiment; and (4) absence of systematic 
stage-dependent and sector-dependent 
moderation analysis in the Indian context. 

THEORETICAL FRAMEWORK 

This paper is anchored in four 
complementary theoretical frameworks 
that collectively provide a robust 
conceptual architecture for interpreting the 
relationship between financing strategy 
and startup sustainability. 

Pecking Order Theory (Myers & 
Majluf, 1984) explains the financing 
hierarchy preferences of entrepreneurs. 
Information asymmetries between 
founders and external investors create 
equity issuance costs that make internal 
financing systematically preferable. In the 
startup context, this manifests as a strong 
founder preference for bootstrapping in 
capital-light business models, with VC 
pursued only when capital requirements 
genuinely exceed internal generation 
capacity. 

The Resource-Based View 
(Barney, 1991) provides the framework for 
analysing how financing strategy shapes 
resource endowments and competitive 
positions. Bootstrapped firms develop 
heterogeneous capabilities in capital 
efficiency and customer-funded growth, 
while VC-funded firms acquire talent, 
technology, and distribution at scale. The 
RBV predicts that sustainability 
implications are contingent on the 
competitive environment of each industry. 

Agency Theory (Jensen & 
Meckling, 1976) analyses the governance 
consequences of VC investment. External 
investors create principal-agent 
relationships with monitoring costs, 
incentive alignment mechanisms 
(liquidation preferences, board control 
rights), and strategic constraints that affect 
founder autonomy and operational 
flexibility—directly relevant to the founder 
satisfaction dimension of startup 
sustainability. 

Signalling Theory (Spence, 1973; 
Connelly et al., 2011) explains how VC 
investment functions as a quality signal in 
markets characterised by information 
asymmetry. Securing funding from a 
reputable VC firm signals startup quality to 
customers, employees, and partners—
reducing information costs and 
accelerating commercial relationships. 
Bootstrapped startups must build credibility 
through alternative signals (revenue 
milestones, customer testimonials), which 
takes longer but creates more durable trust 
relationships. 

RESEARCH METHODOLOGY 

Research Design 

This study employs a descriptive and 
analytical secondary data-based research 
design. The temporal scope covers 2018–
2024, encompassing the pre-COVID 
growth phase, the COVID disruption and 
recovery, the VC boom of 2021–22, the 
funding winter of 2022–23, and early 
recovery in 2024—a complete capital 
market cycle providing rich comparative 
context. The geographic scope covers the 
Indian national startup ecosystem, with 
emphasis on primary hubs (Bengaluru, 
Mumbai, Delhi-NCR) accounting for 
approximately 65% of DPIIT-recognised 
startup activity (Startup India, 2024). 
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Data Sources 

All empirical analysis is based on 
secondary data sources. Key institutional 
data sources include NASSCOM Annual 
Strategic Reviews (2021–2023), Tracxn 
Startup Analytics (2024), Bain & Company 
India VC Reports (2022–2024), Startup 
India Annual Reports (2022–2024), PwC 
MoneyTree India (2023), Inc42 Funding 
and Layoff Report (2024), and Zoho 
Corporation Annual Overview (2024). 
These are supplemented by a structured 
review of peer-reviewed academic 
literature spanning 2001–2024. 

Research Objectives and Hypotheses 

Five research objectives guide this 
study: (RO1) comparing financial 
sustainability outcomes including burn rate 
management and unit economics; (RO2) 
analysing growth sustainability trajectories 
and the differential impact of the 2022–23 
funding winter; (RO3) investigating 
operational sustainability including team 
stability and governance maturity; (RO4) 
evaluating the relationship between 
financing strategy and founder autonomy; 
and (RO5) assessing long-term market 
survival rates with sector-level and stage-
level moderation analysis. 

Eight analytical hypotheses are evaluated 
through structured synthesis of secondary 
evidence, trend analysis, comparative 
metrics, and illustrative case study 
analysis. Given the secondary data nature 
of the research, hypotheses are framed as 
analytical propositions evaluated through 
directional support from multiple 
independent data sources rather than 
primary statistical inference. 

Analytical Techniques 

The study employs four analytical 
techniques: (1) trend analysis of 
longitudinal data from institutional sources; 

(2) comparative analysis of bootstrapped 
versus VC-funded startup metrics across 
multiple sustainability dimensions; (3) 
content synthesis of peer-reviewed 
findings; and (4) illustrative case study 
analysis of landmark Indian startups (Zoho, 
Zerodha, OYO, Byju's, Freshworks, 
Mamaearth) as real-world validation of 
secondary data patterns. 

DATA ANALYSIS AND RESULTS 

Financial Sustainability 

The financial sustainability analysis 
reveals strikingly consistent differentials 
across all data sources. As shown in Table 
1, bootstrapped startups demonstrate 
substantially stronger unit economics, 
lower burn rates, and greater resilience 
during capital market contractions. 

The burn rate differential is 
particularly striking: late-stage VC-funded 
startups burn approximately 100 times 
more capital monthly than bootstrapped 
peers. During the 2022–23 funding winter, 
only 8% of bootstrapped startups required 
emergency capital compared to 47% of 
Series B+ funded startups—a single 
statistic that captures the essence of the 
financial sustainability differential. These 
findings strongly support H1 and are 
theoretically coherent with Pecking Order 
Theory's prediction that bootstrapping 
disciplines produce capital efficiency 
advantages. 

Growth Sustainability 

The growth analysis provides 
nuanced support for H2. During the 2019–
2022 boom period, VC-funded startups 
demonstrated substantially higher revenue 
growth (65–200% annually for Series B+ 
companies versus 28–35% for 
bootstrapped). However, this growth 
advantage reversed dramatically during 
the 2022–23 funding winter, with VC-
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funded Series B+ startups showing -5% to 
+20% revenue growth while bootstrapped 
startups maintained 22–30% growth. 

The LTV:CAC ratio data is 
particularly informative: bootstrapped 
startups achieve a 3.8x ratio compared to 
1.4x for Series B+ funded startups, 
confirming that VC-driven growth often 
comes at the cost of deteriorating customer 
economics. The revenue per employee 
differential (USD 48,000 bootstrapped vs. 
USD 28,000 for Series B+) further indicates 
that bootstrapped startups generate more 
value per unit of human capital deployed. 

Long-Term Survival Rates 

Survival rate analysis (Table 3) 
reveals a stage-dependent reversal pattern 
that constitutes one of the most analytically 
significant findings of this study. 

VC-funded startups at Seed and 
Series A stages demonstrate modestly 
superior three-year survival rates (72–78% 
versus 68% for bootstrapped). However, 
this advantage reverses by the five-year 
mark for Series B+ companies (48% versus 
52% for bootstrapped) and continues to 
deteriorate at the ten-year horizon (28% 
versus 38%). This stage-dependent 
reversal directly confirms H7 and is 
consistent with Krishnan and Gupta's 
(2021) findings, revealing that governance, 
burn rate, and exit-orientation pressures 
associated with later-stage VC investment 
erode the initial survival advantage 
conferred by capital access. 

Operational Sustainability 

Operational sustainability analysis 
reveals a nuanced picture. VC-funded 
startups—particularly at the growth 
stage—demonstrate stronger formal 
governance structures (98% with formal 
boards versus 22% for bootstrapped) and 
higher levels of process documentation 

(89% versus 54%), reflecting the 
professionalisation effect documented by 
Hellmann and Puri (2002). However, 
bootstrapped startups exhibit significantly 
lower employee turnover (18% versus 38% 
for growth-stage VC-funded), higher 
leadership stability (4.2 versus 1.9 average 
tenure years), and dramatically lower layoff 
rates during the 2023 funding winter (11% 
versus 58%). This suggests that while VC 
builds formal governance infrastructure, 
bootstrapping sustains the human capital 
stability critical to operational continuity. 

Sectoral Moderation 

The sectoral analysis provides 
strong confirmation of H6. Consumer 
Technology and Edtech/Healthtech—
sectors most dependent on VC capital and 
most exposed to growth-at-cost models—
experienced the sharpest contractions in 
VC share (Consumer Tech: 28% to 14%; 
Edtech: 16% to 10% between 2021 and 
2024). SaaS and B2B Technology 
increased their share of VC investment 
(18% to 31%), reflecting the post-funding-
winter shift toward capital-efficient, 
recurring-revenue models. Deep Tech 
maintained its share, reflecting the 
structural necessity of external equity in 
capital-intensive sectors. Bootstrapping 
thus yields stronger sustainability 
outcomes in capital-light sectors (SaaS, 
B2B), while VC retains structural necessity 
in capital-intensive sectors (Deep Tech, 
Fintech). 

Case Study Validation 

Landmark Indian startup case 
studies provide powerful real-world 
validation of the secondary data patterns. 
Zoho Corporation (founded 1996, 
bootstrapped throughout) achieved 
revenues exceeding USD 1 billion and 
serves over 80 million users globally 
without any institutional equity, validating 
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the Pecking Order Theory prediction that 
capital-efficient software businesses can 
achieve global scale through bootstrapping 
(Zoho, 2024). Zerodha built India's largest 
retail brokerage platform serving over 12 
million active clients with a USD 3.6 billion 
valuation—entirely through bootstrapping 
(Krishnan & Gupta, 2021). 

By contrast, OYO Rooms (USD 3.4 
billion raised) cut over 4,000 employees, 
underwent a valuation down-round from 
USD 9 billion to USD 2.7 billion, and 
reported operating losses of INR 1,286 
crore in FY2023 (Tracxn, 2024; Inc42, 
2024). Byju's (USD 5.5 billion raised) 
experienced a catastrophic collapse in 
2023–24, including management crisis, 
regulatory investigations, and payroll 
failures—representing the most dramatic 
illustration of VC-funded startup 
unsustainability in Indian startup history. 

DISCUSSION 

Theoretical Implications 

The findings make several 
contributions to the theoretical literature on 
entrepreneurial finance. First, they provide 
India-specific empirical support for Pecking 
Order Theory (Myers & Majluf, 1984) in the 
startup context: the capital efficiency 
disciplines imposed by bootstrapping 
systematically produce stronger financial 
sustainability outcomes, consistent with 
POT's prediction that internal financing 
reduces the agency and information costs 
associated with external equity. The 71% 
vs. 22% positive unit economics differential 
between bootstrapped and late-stage VC-
funded startups is a particularly robust 
POT-consistent finding. 

Second, the findings extend the 
Resource-Based View (Barney, 1991) to 
financing strategy analysis, demonstrating 
that different financing pathways cultivate 
fundamentally different resource 

endowments and dynamic capabilities. 
Bootstrapping fosters capabilities in capital 
efficiency, customer-funded growth, and 
operational leanness that constitute 
inimitable competitive advantages in 
capital-light environments. VC funding 
cultivates speed, scale, and network 
advantages that are competitively decisive 
in capital-intensive sectors—a sector-
contingent RBV prediction that the sectoral 
moderation findings confirm. 

Third, the stage-dependent 
reversal of VC survival advantage provides 
important evidence for Agency Theory 
(Jensen & Meckling, 1976): as VC 
investment intensifies across funding 
rounds, the accumulating principal-agent 
governance costs—board control, 
liquidation preferences, exit-orientation 
pressures—progressively erode the 
sustainability advantages of capital access. 
This temporal dynamic, largely overlooked 
in prior literature, represents a theoretically 
important contribution. 

Managerial Implications 

For founders, the central 
managerial implication is that the financing 
decision should be treated as a strategic 
and cultural choice, not merely a financial 
one. In capital-light sectors (SaaS, B2B 
technology), the bootstrapping pathway 
offers a viable and often superior route to 
sustainability—one that preserves founder 
autonomy, builds durable unit economics, 
and reduces vulnerability to capital market 
cycles. The success of Zoho and Zerodha 
demonstrates that bootstrapping is not 
merely a default for capital-constrained 
founders but a deliberate strategic posture 
with substantial long-run advantages. 

For venture capital investors, the 
post-funding-winter context calls for a 
structural shift in investment philosophy 
toward unit-economics-first investing. The 
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dramatic survival differential between 
bootstrapped and late-stage VC-funded 
startups during the 2022–23 contraction—
73% versus 46%—indicates that growth-
at-cost investment models create systemic 
portfolio risk. VC firms should implement 
milestone-linked capital deployment with 
explicit unit economics targets at each 
stage. 

For accelerators and incubators, a 
critical implication is the need to 
incorporate bootstrapping methodology 
and capital-efficiency training into core 
programmes. Most accelerators currently 
optimise curriculum toward VC 
fundraising—an orientation that may 
systematically undermine the financial 
sustainability prospects of participating 
startups that would be better served by 
bootstrapping pathways. 

Policy Implications 

For policymakers, particularly 
within the Startup India framework, 
expanding revenue-based financing (RBF) 
facilities for bootstrapped startups at 
growth stages would address the funding 
gap that currently limits bootstrapped 
scaling in capital-intensive market 
segments. Government procurement 
programmes that actively source from 
bootstrapped Indian startups would provide 
customer-funded revenue pathways that 
reduce VC dependence. Tax incentive 
frameworks could be extended to 
bootstrapped founders maintaining equity 
above 75%—rewarding the financial 
sustainability and governance 
independence that bootstrapped growth 
represents. 

CONCLUSION 

This paper investigated the 
comparative impact of bootstrapping and 
venture capital funding strategies on 
startup sustainability in India using a 

rigorous secondary data-based analytical 
framework grounded in four theoretical 
lenses, drawing on comprehensive 
institutional and academic evidence 
covering 2018–2024. 

The central conclusion is that 
bootstrapping and venture capital funding 
represent fundamentally different 
pathways to startup sustainability, each 
with distinct advantages, vulnerabilities, 
and contextual optimality conditions. 
Bootstrapping demonstrably produces 
superior financial sustainability, higher 
founder autonomy, stronger human capital 
stability, and better long-term survival rates 
in capital-light industry sectors. Venture 
capital funding demonstrably accelerates 
near-term growth, builds formal 
governance infrastructure, and provides 
the capital resources necessary for 
competitive entry in capital-intensive 
sectors—but at the cost of financial 
sustainability disciplines, founder 
autonomy, and heightened vulnerability to 
capital market contractions. 

The 2022–23 funding winter 
constitutes a decisive natural experiment 
confirming that the growth-at-cost model 
enabled by VC capital, when pursued 
without sustainable unit economics, 
creates existential vulnerability. The 
evidence that only 8% of bootstrapped 
startups required emergency capital during 
the funding winter, compared to 47% of 
late-stage VC-funded companies, captures 
the essence of the sustainability differential 
in a single statistic. 

Future research directions include: 
(1) longitudinal primary data studies 
tracking matched cohorts of bootstrapped 
and VC-funded startups; (2) investigation 
of revenue-based financing as a 'third 
pathway'; (3) examination of founder 
characteristics as moderators of the 
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bootstrapping-sustainability relationship; 
and (4) cross-national comparative 
research on whether bootstrapping 
advantages are characteristic of emerging 
market ecosystems more broadly. 
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Financial Indicator Bootstrapped VC-Funded 
(Seed–A) 

VC-Funded 
(Series B+) 

Source 

% Achieving Positive Unit 
Economics (3 yrs) 

71% 38% 22% Kohli & Sharma, 
2023 

Median Monthly Burn Rate 
(USD) 

~12,000 ~180,000 ~1,200,000 NASSCOM, 2023 

Operating Cash Flow 
Positive (%) 

64% 29% 18% Dhar & Mitra, 
2023 

% Requiring Emergency 
Capital (2022–23) 

8% 28% 47% Dhar & Mitra, 
2023 

Gross Margin (Median) 62% 48% 41% NASSCOM, 2023 
 

Table 1: Financial Sustainability Indicators – Bootstrapped vs. VC-Funded Indian Startups (2018–2024) 

Growth Metric Bootstrapped VC (Seed–A) VC (Series B+) Period 
Median Annual Revenue 
Growth 

28–35% 65–120% 80–200% 2019–2022 (Boom) 

Median Annual Revenue 
Growth 

22–30% 15–35% (-5%)–20% 2022–2024 (Winter) 

LTV:CAC Ratio (Median) 3.8x 2.1x 1.4x NASSCOM 2023 
Revenue per Employee 
(USD 000) 

$48 $32 $28 NASSCOM 2023 

% Achieving Revenue 
Growth Post-Funding 
Winter 

76% — 41% Dhar & Mitra, 2023 

 

Table 2: Growth Metrics Comparison – Bootstrapped vs. VC-Funded Indian Startups 

Survival Horizon Bootstrapped VC-Funded (Seed–
Series A) 

VC-Funded 
(Series B+) 

Source 

3-Year Survival Rate 68% 72–78% 74% Krishnan & 
Gupta, 2021 

5-Year Survival Rate 52% 55% 48% Tracxn, 2024 
10-Year Survival Rate 38% — 28% Tracxn, 2024 
Survival Rate (Post-
Funding Winter) 

73% 61% 46% Dhar & Mitra, 
2023 

 

Table 3: Startup Survival Rates – Bootstrapped vs. VC-Funded Startups in India 

Hypothesis Prediction Evidence Level Conclusion 
H1: Financial 
Sustainability 

Bootstrapped > VC in financial 
sustainability 

Strong (3+ independent 
sources) 

Supported 

H2: Growth 
Sustainability 

VC > Bootstrapped short-term; 
reversal post-Series B 

Strong (trend data + 
cases) 

Supported 

H3: Founder 
Autonomy 

Bootstrapped founders show 
higher autonomy & satisfaction 

Moderate (academic 
literature) 

Supported 

H4: Long-Term 
Survival 

Bootstrapped comparable or 
superior survival (5+ years) 

Strong (Krishnan & 
Gupta; Tracxn) 

Supported 

H5: Operational 
Sustainability 

VC better formal governance; 
bootstrapped better human 
capital stability 

Strong (conditional) Conditionally 
Supported 

H6: Industry 
Moderation 

Bootstrapping stronger in capital-
light; VC in capital-intensive 

Strong (sectoral data) Supported 

H7: Stage Moderation VC advantage at Seed-A; 
reverses at Series B+ 

Strong (direct evidence) Supported 

H8: Capital Intensity 
Moderation 

Bootstrapping optimal for 
capital-light; VC necessary for 
capital-intensive 

Strong (sectoral + case 
study) 

Supported 

Table 4: Hypothesis Validation Summary 


