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Abstract 

This study explores the intricate dynamics of entrepreneurial financing, focusing on early-stage start-

ups. It examines the fundamental mechanisms of entrepreneurial finance, the role of strategic posture 

in financial decision-making, and the impact of new financing ecosystems, including fintech and 

crowdfunding. The research addresses critical gaps, such as the underrepresentation of women and 

minority entrepreneurs, geographic variations in financing practices, and the influence of economic 

crises like COVID-19. Additionally, it investigates the interplay between public policies and start-up 

growth, the importance of networks in securing funding, and the unique financing patterns of digital 

enterprises. By analyzing data from various global sources and real-time datasets, this study provides 

comprehensive insights into the challenges and opportunities in entrepreneurial finance. The findings 

aim to inform strategies for fostering a more inclusive, resilient, and innovative start-up ecosystem, 

benefiting entrepreneurs, investors, policymakers, and scholars. 
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I. INTRODUCTION 

 

The landscape of entrepreneurial financing has evolved significantly in recent years, marked by the advent 

of new funding mechanisms and the growing importance of start-ups in driving economic innovation and 

growth. This study delves into the intricate dynamics of entrepreneurial finance, a field that bridges the gap 

between entrepreneurial aspirations and the financial realities that enable these ambitions to materialize. 

Understanding entrepreneurial finance is crucial for fostering an environment where start-ups can thrive, 

innovate, and contribute meaningfully to the economy. Entrepreneurial finance encompasses a broad range 

of activities, from securing initial seed funding to managing financial growth and navigating the 

complexities of exit strategies. It is a distinctive subset of corporate finance, characterized by unique 

challenges such as information asymmetry, high levels of risk, and the need for close investor involvement. 

Unlike established corporations, start-ups often operate with limited financial history, making traditional 

financing methods less accessible and necessitating alternative approaches. One of the primary motivations 

behind this study is to explore the foundational mechanisms of entrepreneurial finance and their application 

in the early stages of start-up development. Early-stage financing is particularly critical as it sets the 

trajectory for a start-up's growth and long-term viability. Despite its importance, there remains a significant 

research gap in understanding how early-stage financing decisions are made and their subsequent impact on 

entrepreneurial success. 

This study aims to address several key questions: What are the most effective sources of early-stage 

financing for start-ups? How do strategic postures and industry-specific factors influence these financing 

decisions? And what role do non-traditional financing mechanisms, such as crowdfunding and fintech 

innovations, play in supporting entrepreneurial ventures? By examining these questions, we seek to provide 

a comprehensive overview of the current state of entrepreneurial finance and identify areas where further 

research is needed. The role of strategic posture in financial decision-making is a critical aspect of 

entrepreneurial finance. Start-ups' strategic orientations can significantly influence their choice between 

debt and equity financing. For instance, highly innovative start-ups may prefer equity financing to avoid the 
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burden of debt repayments, which could stifle their growth potential. Conversely, start-ups in stable 

industries might favor debt financing due to its lower cost compared to equity. Understanding these strategic 

nuances is essential for both entrepreneurs and investors in making informed financial decisions. 

Moreover, the capital structure of start-ups is influenced by a myriad of factors, including size, asset 

structure, growth orientation, and the characteristics of the founders. Smaller start-ups with limited tangible 

assets might find it challenging to secure debt financing, thereby leaning more towards equity. On the other 

hand, growth-oriented start-ups with scalable business models might attract venture capitalists looking for 

high returns. This study will explore these determinants and how they shape the financial landscape of start-

ups. The emergence of new financing ecosystems post the financial crisis has opened up numerous avenues 

for start-ups. Technology parks, incubators, accelerators, and crowdfunding platforms have become integral 

parts of the entrepreneurial ecosystem, offering not just capital but also mentorship and networking 

opportunities. These platforms leverage the disruptive potential of fintech innovations, making it easier for 

start-ups to access the capital markets. However, this proliferation of funding channels also brings new 

challenges and questions, particularly regarding their long-term sustainability and impact on entrepreneurial 

growth. 

Geographic variations in financing practices also warrant closer examination. Different regions exhibit 

distinct trends in how start-ups are funded, influenced by local economic conditions, regulatory 

environments, and cultural attitudes towards entrepreneurship. For example, the shift from traditional to 

modern financing methods in regions like Croatia offers valuable insights into how local ecosystems adapt 

and evolve. Understanding these geographic differences can help in crafting region-specific policies and 

support mechanisms for start-ups.A significant area of concern in entrepreneurial finance is the 

underrepresentation of certain demographic groups, particularly women and minority entrepreneurs. Despite 

the growing awareness of these disparities, female and minority founders often face systemic barriers in 

accessing funding. This study will delve into the existing literature on racial and gender disparities in 

entrepreneurial finance, examining the underlying causes and proposing measures to bridge these gaps. 

Addressing these inequities is crucial for fostering a more inclusive entrepreneurial ecosystem. Networks 

play a pivotal role in connecting start-ups with potential investors. The proximity and strength of these 

networks can significantly influence financing outcomes. For instance, start-ups embedded in strong 

entrepreneurial networks are more likely to secure funding due to better access to resources and information. 

This study will explore how network dynamics impact financing decisions and the overall success of 

entrepreneurial ventures. 

Public policies aimed at supporting start-ups also form a critical part of the entrepreneurial finance 

landscape. Government interventions, such as grants, subsidies, and loan guarantees, can provide essential 

support for young innovative companies. However, the effectiveness of these policies varies widely, and 

there is a need for more empirical research to evaluate their impact. This study will analyze various policy 

mechanisms, particularly focusing on how they interact and complement each other in supporting start-up 

growth. The impact of economic crises on entrepreneurial finance cannot be overstated. The COVID-19 

pandemic, for instance, has dramatically affected the availability of financing for start-ups, especially in the 

early stages. This study will examine how crises influence entrepreneurial finance, using real-time data to 

map the temporal dynamics of investment flows and their impact on start-up ecosystems. Understanding 

these effects can help in designing more resilient financial strategies for future crises. 

E-startups, or digital enterprises, represent a rapidly growing segment of the entrepreneurial landscape. 

Their financing patterns differ significantly from traditional start-ups, often relying heavily on equity and 

innovative financing methods. This study will investigate the determinants of financing patterns for e-

startups and their impact on business performance, with a particular focus on emerging markets like India. 

These insights can inform strategies to attract investors and support the growth of digital enterprises. 

Government policies aimed at fostering entrepreneurship, such as the Italian Startup Act, offer valuable case 

studies on the effectiveness of public interventions. This study will explore the interplay between different 

policy instruments, such as government-guaranteed loans and venture capital incentives, and their impact on 

start-up financing. Understanding these interactions can help in designing more effective support 
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mechanisms for young innovative companies. The role of networks in entrepreneurial finance extends 

beyond simple connections. Networks facilitate the matching process between start-ups and investors, with 

network distance playing a crucial role in determining match value. This study will examine how network 

dynamics influence financing outcomes, emphasizing the importance of networks in reducing matching 

frictions and enhancing access to capital. 

Financial intermediaries, such as venture capitalists and angel investors, play a vital role in nurturing start-

ups and promoting innovation. This study will highlight recent developments in entrepreneurial finance, 

focusing on new research areas like crowdfunding, accelerators, and secondary buyouts. These insights will 

help in understanding the evolving landscape of entrepreneurial finance and identifying promising avenues 

for future research. The disparity in access to external financing for low-wealth entrepreneurs is a pressing 

issue. This study will use data from the Panel Study of Entrepreneurial Dynamics to examine how personal 

net worth influences the likelihood and amount of external funding received by start-up founders. 

Understanding these disparities can inform policies and initiatives aimed at leveling the playing field for all 

entrepreneurs. Globalization has significantly impacted start-up financing, with international capital flows 

playing an increasingly important role. This study will analyze data from the Global Entrepreneurship 

Monitor to understand how financial liberalization and international capital inflows affect start-up financing 

across different countries. These insights can guide strategies to enhance the global flow of entrepreneurial 

capital. 

II. LITERATURE REVIEW 

 

Mustapha, A. et al. (2018), entrepreneurial finance is an emerging research field, drawing interest from both 

entrepreneurship researchers and financiers. Researchers study financial aspects of entrepreneurial projects, 

while financiers see unique features in entrepreneurial situations. The article explores entrepreneurial 

finance mechanisms, agency theory, and startup financing modes, highlighting the limited research on early-

stage funding [1]. 

Vaznyte, E. et al. (2019), this study extends the Pecking Order Theory, examining how start-up strategic 

posture influences financial decisions. It shows that entrepreneurial orientation impacts costs and benefits of 

debt and equity financing, varying by industry risk and venture stage. Based on 4456 German start-ups, the 

study adds to entrepreneurial finance literature and offers practical insights [2]. 

Cassar, G. (2004),this article investigates capital structure determinants and financing types for start-ups, 

reducing survivorship bias. It examines influences like start-up size, asset structure, and owner 

characteristics on finance choices. The results align with theories on information asymmetry and agency, 

linking finance providers, asset maturity, and capital structure, and suggest future research directions [3]. 

Bonini, S. et al. (2019), post-financial crisis, new funding sources like tech parks, incubators, and 

crowdfunding have emerged, transforming the financing ecosystem for new ventures. This has led to 

unprecedented early-stage company growth and raised new research questions on risk profiles and 

investment practices [4]. 

Klačmer Čalopa, M. et al. (2014), the paper explores start-up development stages and financing in Croatia, 

noting a shift from traditional to modern methods. It aims to enhance understanding of entrepreneurial 

financing strategies, providing a foundation for future research on the start-up scene locally and globally [5]. 

Fraser, S. et al. (2015), this article reviews the relationship between entrepreneurial finance and growth, 

suggesting research should focus on cognitive, objective, and lifecycle aspects of financing decisions. It 

highlights the need to understand non-bank finance sources and proposes future research directions [6]. 

Bellavitis, C. et al. (2017), the proliferation of new finance sources, such as crowdfunding, offers new 

research opportunities in entrepreneurial finance. This special issue examines both new and traditional 

financing methods, proposing challenges and theoretical perspectives for future exploration [7]. 
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Cotei, C. et al. (2017) , this study uses latent growth modeling to analyze how start-ups finance their 

operations over time, confirming the financial growth cycle theory. Data from the Kauffman Firm Survey 

shows start-ups initially rely on personal and informal financing, shifting to business debt and trade credit as 

they grow [8]. 

Ewens, M. (2022), this article addresses economic frictions like racial and gender discrimination in 

entrepreneurial finance. It reviews empirical literature showing participation and financing gaps for female 

and Black entrepreneurs, and suggests research to understand bias and differential treatment [9]. 

Kerr, W. R. et al. (2011), leading researchers explore various aspects of innovation and entrepreneurship, 

including growth, technology transfer, financing, and education. This context sets the stage for 

understanding entrepreneurial finance and its unique challenges [10]. 

Cumming, D. et al. (2019), entrepreneurial finance research spans multiple levels, from individual 

entrepreneurs to regional ecosystems. This article summarizes recent developments and suggests future 

research on funding gaps, accelerators, and other topics in entrepreneurial finance [11]. 

Hornuf, L. et al. (2018), europe's crowdinvesting market has grown since 2007, offering alternative finance 

for entrepreneurs. This article analyzes data from German campaigns, showing that smaller ticket sizes and 

specific contract mechanisms boost crowd participation and campaign success [12]. 

Brown, R. et al. (2020), this paper examines how crises, like COVID-19, affect entrepreneurial finance. 

Using Crunchbase data, it shows a significant drop in equity investments, particularly early-stage funding, 

during the pandemic, highlighting the need for real-time data monitoring by policymakers [13]. 

Mittal, T. et al. (2020), this theoretical paper proposes a framework for financing e-startups, examining 

traditional and modern sources, and their impact on business performance. It identifies key determinants like 

debt-equity ratio and entrepreneur characteristics, relevant to attracting investors in India [14]. 

Butler, I. et al. (2016), government policies can enhance entrepreneurial activity by providing funding and 

technical assistance. This study of a Buenos Aires policy shows significant positive effects on startup 

creation, survival, and employment, suggesting small-scale public interventions can overcome entry barriers 

[15]. 

Conti, A. (2018), this paper studies the impact of geographic restrictions on R&D subsidies for Israeli start-

ups. Relaxing these restrictions increased subsidy applications and positively affected startup survival, 

external investment, and innovation, highlighting the importance of flexible policy design [16]. 

Kenney, M. et al. (2019), the post-dot.com crash era saw changes in new firm formation and IPO exits, 

driven by reduced costs and digital tools. This enabled startups to challenge incumbents, fueled by abundant 

private funding, transforming industrial sectors through prolonged loss endurance [17]. 

Giraudo, E. et al. (2019), young innovative companies (YICs) often face financial constraints. This study 

examines the effectiveness of Italian policies like Government-guaranteed loans and VC equity incentives, 

finding that these mechanisms serve different YIC types and reduce overlapping financial aid [18]. 

Pasquini, R. A. et al. (2019), networks play a crucial role in matching startups with investors. This study of 

California's entrepreneurial finance network shows that network distance influences match value, often 

outweighing preferences for experience and education [19]. 

Chemmanur, T. J. et al. (2014),financial intermediaries like venture capitalists and angels are key in 

supporting entrepreneurial firms and innovation. This paper introduces a special issue on entrepreneurial 

finance and innovation, outlining future research topics [20]. 

Frid, C. J. et al. (2016), this paper explores how low-wealth founders in the USA face challenges in 

acquiring external startup funding. Using the PSED II data, it finds that founders with higher net worth 

receive more funding, highlighting disparities for low-wealth entrepreneurs [21]. 
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Korosteleva, J. et al. (2011), using GEM survey data from 54 countries, this study finds that financial 

liberalization and international capital inflows positively impact startup financing. The findings suggest that 

both external and own funds increase with financial liberalization, enhancing entrepreneurial projects [22]. 

Table 1. Entrepreneurial Financing for Startups 

Ref

Nu

m 

Author 

Name 

Title Advantage Disadvantage Application 

1 Mustapha, 

A. & Tlaty, 

J. 

The 

entrepreneurial 

finance and the 

issue of funding 

startup 

companies 

Provides 

comprehensive 

overview of funding 

mechanisms for 

startups 

Limited focus on 

practical 

applications 

Useful for 

understanding 

startup funding 

mechanisms 

2 Vaznyte, E. 

& Andries, 

P. 

Entrepreneurial 

orientation and 

start-ups' external 

financing 

Highlights the impact 

of entrepreneurial 

orientation on 

financing 

Does not address 

long-term financial 

outcomes 

Helps startups 

align strategy with 

financing 

3 Cassar, G. The financing of 

business start-ups 

Explores determinants 

of start-up financing 

May not account 

for all external 

factors 

Informs policy and 

financing decisions 

4 Bonini, S., 

Capizzi, V. 

& 

Cumming, 

D. 

Emerging trends 

in entrepreneurial 

finance 

Discusses emerging 

trends and new 

financing ecosystems 

Focuses mainly on 

developed 

economies 

Guides investors 

on emerging trends 

5 KlaÄ mer 

ÄŒalopa, 

M., Horvat, 

J. & LaliÄ‡, 

M. 

Analysis of 

financing sources 

for start-up 

companies 

Analyzes traditional 

and modern financing 

sources 

Limited regional 

applicability 

Assists startups in 

choosing financing 

sources 

6 Fraser, S., 

Bhaumik, S. 

K. & 

Wright, M. 

What do we 

know about 

entrepreneurial 

finance and its 

relationship with 

growth? 

Examines the 

relationship between 

finance and growth 

Broad scope may 

overlook specifics 

Provides insights 

for growth-

oriented startups 

7 Bellavitis, 

C., 

Filatotchev, 

I., 

Kamuriwo, 

D. S. & 

Vanacker, 

T. 

Entrepreneurial 

finance: new 

frontiers of 

research and 

practice: 

Editorial for the 

special issue 

Embracing 

entrepreneurial 

funding 

innovations 

Introduces new 

frontiers in 

entrepreneurial 

finance research 

Editorial overview, 

limited empirical 

data 

Framework for 

new research in 

entrepreneurial 

finance 

8 Cotei, C. & 

Farhat, J. 

The evolution of 

financing 

structure in US 

startups 

Tracks evolution of 

financing structures 

over time 

US-centric, may 

not apply globally 

Historical analysis 

for financial 

planning 
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9 Ewens, M. Race and gender 

in entrepreneurial 

finance 

Addresses disparities 

in entrepreneurial 

finance 

Focuses on race 

and gender, less on 

other factors 

Policy 

development to 

address disparities 

10 Kerr, W. R. 

& Nanda, R. 

Financing 

constraints and 

entrepreneurship 

Studies financing 

constraints in 

entrepreneurship 

Theoretical, less 

practical guidance 

Helps identify and 

mitigate financing 

constraints 

11 Cumming, 

D., Deloof, 

M., 

Manigart, S. 

& Wright, 

M. 

New directions in 

entrepreneurial 

finance 

Proposes new 

directions in 

entrepreneurial 

finance 

Broad, may lack 

specific focus 

Informs new 

research and policy 

directions 

12 Hornuf, L. 

& 

Schwienbac

her, A. 

Internet-based 

entrepreneurial 

finance: Lessons 

from Germany 

Provides lessons from 

internet-based 

entrepreneurial 

finance 

Focuses on 

Germany, may not 

be globally 

applicable 

Guides startups on 

internet-based 

financing 

13 Brown, R. 

& Rocha, A. 

Entrepreneurial 

uncertainty 

during the Covid-

19 crisis: 

Mapping the 

temporal 

dynamics of 

entrepreneurial 

finance 

Maps temporal 

dynamics of 

entrepreneurial 

finance during crises 

Crisis-specific, 

may not apply 

universally 

Crisis management 

for entrepreneurial 

finance 

14 Mittal, T. & 

Madan, P. 

Impact of 

financing 

patterns on 

business 

performance of e-

startups in India: 

a research model 

Investigates impact of 

financing patterns on 

e-startups in India 

India-specific, 

limited global 

applicability 

Strategies for e-

startups in 

emerging markets 

15 Butler, I., 

Galassi, G. 

& Ruffo, H. 

Public funding 

for startups in 

Argentina: an 

impact evaluation 

Evaluates impact of 

public funding on 

startups 

Argentina-specific, 

may not be 

generalizable 

Public policy and 

funding evaluation 

16 Conti, A. Entrepreneurial 

finance and the 

effects of 

restrictions on 

government 

R&D subsidies 

Studies effects of 

restrictions on 

government R&D 

subsidies 

Focuses on policy 

restrictions, less on 

practical impacts 

Policy adjustments 

for effective R&D 

funding 

17 Kenney, M. 

& Zysman, 

J. 

Unicorns, 

Cheshire cats, 

and the new 

dilemmas of 

entrepreneurial 

finance 

Examines new 

dilemmas in 

entrepreneurial 

finance 

Theoretical focus, 

less practical 

application 

Understanding 

modern 

entrepreneurial 

finance challenges 

18 Giraudo, E., 

Giudici, G. 

& Grilli, L. 

Entrepreneurship 

policy and the 

financing of 

Analyzes policy and 

financing of young 

innovative companies 

Italy-specific, 

limited broader 

applicability 

Policy design for 

innovative 

company financing 
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young innovative 

companies: 

Evidence from 

the Italian Startup 

Act 

19 Pasquini, R. 

A., Robiolo, 

G. & Sarria 

Allende, V. 

Matching in 

entrepreneurial 

finance networks 

Explores network 

dynamics in 

entrepreneurial 

finance 

Complex network 

analysis, less 

practical guidance 

Network-based 

funding strategies 

20 Chemmanur

, T. J. & 

Fulghieri, P. 

Entrepreneurial 

finance and 

innovation: An 

introduction and 

agenda for future 

research 

Introduces agenda for 

future research in 

entrepreneurial 

finance 

Mainly theoretical, 

less empirical 

evidence 

Research 

framework for 

future studies 

21 Frid, C. J., 

Wyman, D. 

M., Gartner, 

W. B. & 

Hechavarria, 

D. H. 

Low-wealth 

entrepreneurs and 

access to external 

financing 

Examines access to 

external financing for 

low-wealth 

entrepreneurs 

Focuses on low-

wealth, may not be 

broadly applicable 

Support for low-

wealth 

entrepreneurs 

22 Korosteleva, 

J. & 

Mickiewicz, 

T. 

Start-up 

financing in the 

age of 

globalization 

Analyzes impact of 

globalization on 

startup financing 

Global perspective, 

may overlook local 

specifics 

Global strategies 

for startup 

financing 

 

III. RESEARCH GAP 

Early-Stage Funding Exploration: Limited research on funding mechanisms for the very beginnings of 

entrepreneurial ventures, particularly in the pre-seed and seed stages. Strategic Posture and Financial 

Decision-Making: Insufficient studies examining how a start-up's strategic posture influences its financial 

decisions and performance across various industries and development stages. Capital Structure 

Determinants: Need for more in-depth analysis of factors like start-up size, asset structure, and owner 

characteristics influencing the choice and magnitude of finance used. Impact of New Financing 

Ecosystems: Exploration required on the implications of new financing channels, such as fintech, 

crowdfunding, and incubators, on entrepreneurial growth paths and policy challenges. Geographic 

Variations in Financing: Investigation needed into how different regions, especially those less studied like 

Croatia, adapt from traditional to modern financing methods and the impacts of such shifts. 

Non-Bank Finance Sources and Growth: More research on the relationship between non-bank finance 

sources (like crowdfunding and angel investment) and entrepreneurial growth, addressing cognitive and 

financial constraints. Racial and Gender Disparities: Comprehensive studies needed to understand the 

causes and impacts of racial and gender disparities in entrepreneurial finance, focusing on biases and 

differential treatment. Network Influence on Financing: Examination of how networks influence the 

matching process between start-ups and investors, and how network distance impacts financing decisions. 

Policy Effectiveness: Analysis of the effectiveness of various public policies and financial instruments 

aimed at supporting young innovative companies, exploring interrelations between different policy 

mechanisms. Impact of Economic Crises: Detailed studies on how economic crises, such as the COVID-19 

pandemic, affect the availability and dynamics of entrepreneurial finance, particularly for early-stage 

ventures. 
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Determinants of Financing Patterns in E-Startups: Research on specific financing patterns of e-startups 

and their impact on business performance, especially in emerging markets like India. Government Policy 

and Entrepreneurial Activity: Evaluation of government policies promoting innovative startups and their 

long-term impacts on enterprise creation, survival, and employment. Role of R&D Subsidies: Investigation 

into the impact of R&D subsidies on start-up outcomes, particularly how restrictions on subsidies affect 

innovation and external investment. Evolution of Financial Growth Cycle: More empirical studies testing 

the financial growth cycle theory, examining how start-ups transition from initial insider capital to more 

formal financing sources over time. 

IV. CONCLUSION 

This study aims to provide a comprehensive overview of the current state of entrepreneurial finance, 

highlighting key challenges and opportunities. By addressing the identified research gaps, this study seeks to 

contribute to the development of a more inclusive and effective entrepreneurial finance ecosystem. The 

findings will have practical implications for entrepreneurs, investors, policymakers, and scholars, offering a 

roadmap for future research and practice in this dynamic field. 
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