‘3;3\5

VOLUME: 09 ISSUE: 07 | JuLY - 2025

5%

8 =4
USRE"?} INTERNATIONAL JOURNAL OF SCIENTIFIC RESEARCH IN ENGINEERING AND MANAGEMENT (I]SREM]

SJIF RATING: 8.586 ISSN: 2582-3930

The Role of Intellectual Property in Startup Funding: A Comparative Study of
India, the United States, and China

Abhijeet !, Abhinav N !, Ankit Patil !, D Rishikesh Reddy ', Dr. Chitra B T*

* Assistant Professor, Industrial Engineerinng and Management, R V College of Engineering

'BE students, Department of Computer Science and Engineering, R V College of Engineering

ankit.p.patil06@gmail.com , Corresponding Author.

Abstract— This paper investigates the strategic role of intellectual
property (IP) in shaping startup valuation and venture capital (VC)
decision-making, with a comparative focus on India, the United States,
and China. While IP is widely recognized as a signal of innovation
quality and long-term value, its integration into funding strategies
varies substantially across ecosystems. Drawing on cross-country
data and institutional analysis, the study finds that Indian startups
underutilize IP in venture negotiations despite the presence of policy
frameworks that promote innovation and IP protection.

Key barriers in the Indian context include weak IP enforcement,
limited founder awareness, and high costs of filing and maintenance.
In contrast, the United States demonstrates institutional maturity,
where IP is embedded into valuation models and due diligence
practices, while China leverages top-down incentives to drive large-
scale IP generation, albeit with ongoing quality concerns.

The paper offers targeted policy recommendations to bridge the gap
in India: improving enforcement efficiency, embedding IP training in
startup support systems, expanding financial assistance for IP
development, and integrating IP metrics into public and private
funding assessments. These findings contribute to the literature on
entrepreneurial finance and innovation policy and offer actionable
insights for stakeholders aiming to enhance the signaling value of IP
in India’s startup ecosystem.
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1.INTRODUCTION

The global knowledge economy has witnessed a profound shift in the
valuation metrics of early-stage enterprises, particularly startups.
Tangible assets are no longer sufficient indicators of business
potential; increasingly, intangible assets—foremost among them,
intellectual property (IP)—have emerged as critical instruments for
securing competitive advantage, signaling innovation, and attracting
external capital. In startup ecosystems shaped by rapid technological
advancement, compressed innovation cycles, and intense global
competition, IP assets such as patents, trademarks, copyrights, and
trade secrets have become indispensable markers of credibility and
long-term value creation [1]. Prior literature suggests that in
technology-intensive sectors, the presence and quality of intellectual
property are closely associated with higher firm valuations and greater
access to venture capital (VC) financing (Hsu & Ziedonis, 2008; Mann
& Sager, 2007). Consequently, IP is not only a protective mechanism
but also a strategic signaling tool—particularly relevant in
environments marked by information asymmetry between
entrepreneurs and investors.

Despite the increasing salience of IP in entrepreneurial finance, its
utilization remains uneven across geographies and economic contexts.
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This research is motivated by a striking disparity: Indian startups,
despite operating within a policy framework that explicitly promotes
innovation and intellectual property protection, significantly
underutilize IP in early-stage funding negotiations. While India has
rapidly expanded its startup ecosystem—ranking third globally in
terms of the number of startups—the proportion of startups leveraging
IP as a core signaling mechanism remains disproportionately low
compared to counterparts in the United States and China. Empirical
evidence shows that Indian startups often rely on operational traction,
founder pedigree, and market scalability as their primary value
indicators, rather than formalized intellectual property (NASSCOM,
2021). This underutilization persists despite governmental efforts such
as the Startup India initiative, the National IPR Policy, and the
recognition framework under the Department for Promotion of
Industry and Internal Trade (DPIIT), all of which aim to foster an IP-
conscious innovation culture [2].

This disjunction between enabling policy and actual IP behavior
presents a critical and timely research problem. The strategic
integration of IP into business and funding models can be instrumental
in unlocking capital, especially in knowledge-intensive sectors such as
artificial intelligence, biotechnology, cleantech, and advanced
manufacturing—domains in which India is actively attempting to
position itself as a global player [2]. Furthermore, as India's
Companies Act evolves to incorporate more innovation-friendly
regulatory mechanisms, and as government schemes subsidize IP
filing and fast-track patent prosecution for recognized startups, the
question arises: why has this infrastructure not translated into broader
adoption of IP-led funding strategies? Addressing this question is of
both academic and policy relevance, with implications for innovation
management, entrepreneurship policy, and venture financing in
emerging economies.

In seeking to address this research gap, this study undertakes a
comparative analysis of the role of intellectual property in startup
valuation and funding across three countries: India, the United States,
and China. The comparative rationale is grounded in the distinct
models each country represents. The United States serves as a
benchmark for IP commercialization, where a robust patent system,
well-developed legal infrastructure, and a mature venture capital
ecosystem work synergistically to reward IP-intensive startups. Prior
studies demonstrate that U.S.-based startups with high-quality patents
are more likely to secure Series A funding, attract high-profile
investors, and command premium valuations (Cockburn &
MacGarvie, 2009). In contrast, China has adopted a state-driven model
of innovation, where intellectual property generation is incentivized
through policy mandates, subsidies, and performance-linked
incentives. While critiques exist regarding the quality of IP filings,
China has demonstrated an unprecedented scale in IP proliferation and
its integration with industrial strategy. Lastly, India represents a hybrid
case: a rapidly evolving startup ecosystem with strong potential and
enabling policy architecture, but where IP commercialization and
integration into the venture funding process remain relatively nascent.
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While prior research has explored individual national contexts or
bilateral comparisons, few studies have offered an integrated, cross-
national analysis that combines IP portfolio depth with sector-specific
venture capital trends. This paper contributes to the literature by
addressing that gap. By juxtaposing these three national innovation
systems, the study aims to elucidate the extent to which intellectual
property serves as a signal of innovation and investment-worthiness
across differing policy and institutional environments [3]. The analysis
examines both quantitative patterns—such as patent ownership among
funded startups, sector-wise IP intensity, and funding amounts—and
qualitative differences, including investor sentiment, policy impact,
and enforcement regimes. In doing so, the study aspires to contribute
to the literature on innovation policy, entrepreneurial finance, and
intellectual property strategy, while offering actionable insights for
policymakers and startup founders in India seeking to leverage IP more
effectively in their growth journeys.

2. RESEARCH OBJECTIVES AND SCOPE

This study is guided by the central research question:

To what extent does intellectual property (IP) influence early-stage
startup funding in India, and how does this relationship compare to that
in the United States and China?

To explore this question, the study pursues the following specific
objectives:

1. To examine national and sectoral variations in the utilization
of intellectual property by startups in India, the United
States, and China.

2. To analyze the relationship between early-stage funding
rounds (e.g., seed, Series A/B) and the presence, type, or
quality of IP assets across the three countries.

3. To identify key structural, institutional, and policy-related
barriers that hinder IP adoption and strategic integration
among Indian startups, despite the presence of supportive
policy frameworks.

The scope of the analysis is limited to the period 2014-2024, with a
focus on the intersection of IP strategy and startup funding dynamics.
The study relies on secondary data sources, including reports and
databases from the Department for Promotion of Industry and Internal
Trade (DPIIT), the World Intellectual Property Organization (WIPO),
national IP offices, and venture capital intelligence platforms.
Additionally, relevant policy documents and ecosystem reports are
incorporated to support institutional analysis and contextual
interpretation.

3. HISTORICAL AND POLICY BACKGROUND

The relationship between intellectual property (IP) and startup
financing is deeply influenced by national policy trajectories,
institutional maturity, and legal infrastructure. India, the United States,
and China represent three distinct models of IP evolution, each of
which shapes how startups leverage IP assets in venture capital (VC)
negotiations and innovation-driven growth.

3.1. United States

The United States has long maintained a market-driven, innovation-
intensive IP framework. A seminal policy development occurred with
the Bayh-Dole Act of 1980, which allowed universities and federally
funded institutions to retain ownership of their inventions. This
legislation catalyzed a robust technology transfer ecosystem, enabling
academic research to be systematically commercialized and
positioning IP as a foundational asset for high-growth startups. The
United States Patent and Trademark Office (USPTO) has played a
pivotal role by upholding high standards in patent examination,
offering legal recourse, and maintaining a credible enforcement
environment—factors that collectively bolster investor confidence.
Programs such as the Small Business Innovation Research (SBIR)
initiative further incentivize startups to patent and commercialize their
innovations, aligning public R&D with private sector growth [3].
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3.2. China

China’s modern IP regime began to evolve rapidly following its
accession to the World Trade Organization (WTO) in 2001, which
mandated compliance with the TRIPS (Trade-Related Aspects of
Intellectual Property Rights) agreement. In response, the China
National Intellectual Property Administration (CNIPA) was
restructured to support a state-led model of innovation characterized
by scale and state incentives. National policies introduced patent
subsidies, IP quotas, and specialized IP courts, all aimed at
accelerating both the volume and enforceability of IP filings [4]. While
concerns persist regarding the quality and strategic depth of many
filings, IP policy has become central to China’s broader economic
strategy. Startups, especially those in government-prioritized sectors,
increasingly leverage IP portfolios to access funding and gain
regulatory advantages.

3.3. India

India’s intellectual property regime matured following the 2005
amendment to the Indian Patent Act, which aligned the framework
with TRIPS obligations by introducing product patents and reinforcing
enforcement protocols. Since then, the Indian Patent Office (IPO) has
improved in terms of digitization and operational capacity. However,
persistent delays, inconsistent interpretations, and limited enforcement
continue to constrain the effectiveness of IP as a strategic business
tool. Government initiatives such as Startup India, Make in India, and
the DPIIT recognition framework have attempted to lower entry
barriers by subsidizing IP filing costs and fast-tracking applications for
recognized startups [4]. The National IPR Policy (2016) further
emphasized IP awareness and institutional capacity-building. Yet,
despite this policy momentum, adoption of IP strategies among early-
stage startups remains limited—particularly in Tier II and Tier III
cities—due to gaps in awareness, cost constraints, and limited access
to expert guidance.

3.4. Institutional and Global Influences

The broader IP landscape in these countries has also been shaped by
global frameworks such as the WTO-TRIPS Agreement and WIPO
guidelines, which have acted as catalysts for domestic IP reforms—
especially in China and India. However, significant institutional
disparities remain. The USPTO is globally recognized for its
examination rigor, transparency, and legal consistency, contributing to
the credibility of U.S. IP assets in international markets. In contrast,
CNIPA has scaled rapidly in terms of volume, often using patent
filings as a proxy for innovation. Meanwhile, the IPO continues to face
challenges related to procedural inefficiency and limited enforcement
bandwidth [4]. These institutional differences directly influence the
signaling power of IP in each country, shaping investor perceptions,
funding decisions, and the strategic behavior of startups.

4. LITERATURE SURVEY

4.1. Global Research Landscape

A growing body of empirical literature has demonstrated the
instrumental role of intellectual property (IP)—particularly patents
and trademarks—in influencing startup valuation and venture capital
(VC) behavior. IP is widely regarded as a signal of technological
quality and market potential under conditions of information
asymmetry that are typical in early-stage investments (Hsu &
Ziedonis, 2008). Startups with strong patent portfolios are often
perceived as more innovative, defensible, and scalable, increasing their
likelihood of securing external capital at favorable valuations.

Research from the OECD (2011) and WIPO (2020) corroborates these
findings, noting that patenting activity is positively associated with
higher equity funding, especially in deep-tech and biotechnology
sectors [5]. However, the mere presence of IP is insufficient; the
quality, relevance, and enforceability of IP are critical determinants of
its value in investor decision-making (Mann & Sager, 2007). Several
studies also suggest that the stage of development matters—IP signals
are most impactful during seed and Series A rounds, when uncertainty
about the venture is highest (Hellmann & Puri, 2000).

In addition, theoretical advancements such as real options valuation
models and IP portfolio scoring techniques have been developed to
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quantify the financial and strategic value of patents. These frameworks
provide investors with tools to assess IP strength based on parameters
such as claim scope, citation metrics, market relevance, and litigation
history [5].

4.2. Country-Specific Literature

4.2.1. United States:

The United States has been at the forefront of integrating IP into the
startup innovation pipeline. The Bayh-Dole Act (1980) and the
proliferation of university technology transfer offices (TTOs)
facilitated the systematic commercialization of academic research,
enabling spin-offs and startups to emerge with robust IP portfolios.
Scholars such as Shane (2002) and Thursby & Thursby (2007) have
shown that these policies significantly increased the rate of patent-
based startups, particularly in sectors such as pharmaceuticals, clean
tech, and information technology.

Venture capital behavior in the U.S. is also closely tied to IP-based due
diligence. Hsu and Ziedonis (2008) found that patenting startups tend
to receive higher funding offers from VCs, even when controlling for
other variables such as founder background and sectoral trends [6].
These studies underscore the mature institutional alignment between
IP law, public research, and entrepreneurial finance in the American
innovation ecosystem.

4.2.2. China:

The Chinese literature emphasizes the state-centric nature of China’s
IP regime. Following WTO accession, China introduced performance-
linked patent quotas, financial subsidies, and tax incentives to
stimulate IP filings across universities and firms (Hu & Jefferson,
2009). As a result, the volume of patent filings surged, positioning
China as a global IP leader in quantitative terms. However, scholars
such as Li (2015) and Guan & Ma (2003) have raised concerns over
patent quality, enforcement gaps, and the strategic use of low-value
patents to meet bureaucratic benchmarks [7].

Recent studies have begun to explore the role of IP in Chinese startup
funding, noting that IP assets are increasingly considered in venture
capital assessments, particularly in state-backed funding programs and
strategic sectors such as artificial intelligence, semiconductors, and
clean energy (Chen & Qian, 2017). Nevertheless, enforcement
uncertainties continue to deter foreign investment and limit the
perceived reliability of IP as a financial asset.

4.2.3. India:

Compared to the United States and China, the Indian literature on IP
and startup finance remains relatively underdeveloped. Post-TRIPS
reforms and the 2005 Patent Amendment improved the legal basis for
IP protection, but Indian startups still exhibit low engagement with
formal IP systems (Pradhan, 2016; Basheer, 2021). Barriers include
high costs, limited awareness, procedural complexity, and a funding
culture historically reliant on informal capital or revenue-first models.

Government initiatives such as Startup India and DPIIT recognition
have attempted to bridge this gap by offering fee reductions, fast-track
examinations, and IP facilitation support. However, empirical
evidence on their effectiveness remains sparse. Some case-based
analyses suggest that Indian startups in pharmaceuticals and deep-tech
sectors are beginning to recognize IP as a lever for funding, but this
remains the exception rather than the rule [7].

4.3. Identified Gap

While each country has been examined individually in the context of
IP, there is a notable lack of comparative empirical studies that
evaluate how startups across India, the United States, and China
leverage IP in funding negotiations. Specifically, few studies explore
sectoral differences, institutional enablers, or investor perceptions
within a cross-national framework [8]. Furthermore, limited attention
has been paid to how policy design, IP quality, and enforcement
credibility mediate the signaling effectiveness of IP in venture capital
markets across these jurisdictions.

© 2025, IJSREM | www.ijsrem.com

5. DATA AND ANALYTICAL FRAMEWORK

This study adopts a comparative, mixed-methods approach to
investigate how intellectual property (IP) functions as a signaling
mechanism in startup funding across India, the United States, and
China. The framework integrates quantitative data on IP filings and
venture capital (VC) trends with qualitative assessments of
institutional factors and policy environments. The goal is to generate
cross-country insights into how IP assets influence investor behavior
and early-stage startup valuations.

5.1. Data Source Identification

A triangulated data collection strategy was employed, drawing on
authoritative public and proprietary sources across the three national
ecosystems. Source selection was based on credibility, update
frequency, and sectoral granularity.

India: IP data was obtained from the Intellectual Property India (IPO)
portal, the World Intellectual Property Organization (WIPO), and
annual reports from the Department for Promotion of Industry and
Internal Trade (DPIIT). VC funding data was extracted from Inc42,
the Startup India Portal, and Statista.

United States: IP data was sourced from the United States Patent and
Trademark Office (USPTO) and WIPO. Venture capital activity was
analyzed using data from PitchBook, CB Insights, Coresignal, and the
National Venture Capital Association (NVCA).

China: Patent trends were drawn from WIPO and the China National
Intellectual Property Administration (CNIPA). VC data was collected
from JingData, GlobalData, ITJUZI, South China Morning Post
(SCMP), and Qichacha.

5.2. Data Aggregation and Categorization
The dataset was organized along three dimensions:

Technical Field Categorization: Patent filings were mapped using the
International Patent Classification (IPC) system. Focus sectors
included computer technology, pharmaceuticals, medical technology,
and digital communication, among others, to capture domain-specific
innovation trends.

Funding Stage Classification: VC data was segmented by funding
round (e.g., seed, Series A/B/C) and investment volume, enabling
analysis of how IP presence correlates with investor engagement
across stages.

Temporal Analysis: A five-year time frame (2018-2023) was selected
to capture pre-, mid-, and post-COVID dynamics, ensuring
consistency in trend evaluation.

5.3. Comparative Framework
To examine the relationship between IP activity and startup funding
across ecosystems, the study employs a three-layer analytical model:

Descriptive Layer: Sectoral IP filing shares were visualized using
donut charts for each country (see Figs. 2—4), providing a high-level
view of domain dominance.

Relational Layer: Cross-sector overlays were created to explore the
correlation between IP intensity and VC inflow. Although statistical
testing was limited to exploratory associations, sector-level patterns
provided insight into the signaling strength of IP.

Contextual Layer: Qualitative assessments of institutional quality,
policy support, and enforcement mechanisms were conducted to
interpret national deviations in IP signaling effectiveness.

6. DATA ANALYSIS RESULTS
6.1. Patent Filing Trends by Country (2014-2024)

Table 1 presents selected year-wise patent filings in India, the United
States, and China. The data reflects each country’s innovation output
as measured by formal IP generation.
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Table 1. Annual Patent Filings by Country (Selected Years) o India exhibits an increase in IP filings, especially post-2021,
yet VC funding remains volatile, peaking in 2021 and
Country ;?113 S %?11191 S i“(l)lznzl s ;‘:ﬁz s declining thereafter. This reflects an under-leveraged IP
g g g g ecosystem where IP generation does not directly attract
India ~43,000 ~43,000 ~77,000 ~90,300 funding.
e The United States demonstrates stable IP activity but highly
US. ~600,000 ~600,000 ~305,539 ~518,364 variable startup funding, suggesting that VC decisions rely
China ~1,000,000 | ~1,000,000 | ~1,580,000 | ~1,640,000 more on market readiness and scale potential than patent
volume alone.

Key observations:

e China leads significantly in annual patent filings (~1.6M in
2023), highlighting its state-led innovation strategy.

e The United States, while lower in volume, maintains a 6.2. Startup Ecosystem Size and Funding Overview
cogmtstir'llt.tIP output (~500k—600k/year), reflecting maturity Table 2. Approximate VC Funding and Startup Ecosystem Size
an _S abrity. ) o (Latest Available Data)

e India has demonstrated rapid growth (doubling since 2013), VC Funding Startup Count
but its absolute filing volume remains comparatively low Country

g p y (Latest Year) (Latest)
(~90k/year). 159,157
India $13.7b in 2024 DPIIT-recognized
: ) . ) startups (as of May
Figures 1-3 provide a visual comparison between annual startup 2025)
funding levels and IP filings across the three countries. $221.7b in 2024 83.000 VC-
United States (Americas total: backed companies
Shartay Rvdag ve I Mg o reda (202420201 $2217 b) (2023 data)
- — ' . | China ~$33 b in 2024 Not available

Despite its growing startup base, India’s low patent volume relative to
funding size and ecosystem scale highlights a strategic disconnect
between innovation policy and investment signaling.

6.3. Sector-Wise Patent Distribution by Technical Field
: Figures 4—6 illustrate the distribution of patent filings by technical
‘ domain using data sourced from WIPO’s IPC-based sector mapping.

{1 &= -
Fig.1 Startup Funding vs IP filing in India (2014-2024) . i
- ‘ - B Pharmaceuticals

o
it &1
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Fig.4 Distribution of patent filings by technical field — India

p technical fields: share

73 ; 2= - ‘ rof
Fig.2 Startup Funding vs IP filing in China (2014-2024) ‘ W Computer
vt -~ " iaw S iid . ' ’
L 9
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W Elect | ma &7y, appara of

Fig.5 Distribution of patent filings by technical field — China

Top technical fields; share
. [=1] Omputer I« nology
‘ B Digital con mication
o] nology

Fig.3 Startup Funding vs IP filing in U.S. (2014-2024)

These figures illustrate contrasting ecosystem dynamics:

e  China shows a strong correlation between IP growth and bl e
startup funding until 2021, after which funding declined but ay
patent filings continued to rise. This indicates a policy- u"“”‘ )

driven innovation model that may be decoupled from
market-level VC behavior.
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Fig.6 Distribution of patent filings by technical field — U.S.

These visualizations provide insight into how startups in each country
concentrate their IP activity.
India:
e  Major categories include Measurement (7.8%), Electrical
Machinery (7.0%), and Machine Tools (4.3%).
e The dominant “Others” category (58.5%) indicates a
fragmented and less strategically consolidated IP landscape.
e  Emphasis remains on traditional engineering sectors rather
than VC-attractive domains like biotech or medical tech.
United States:
e Displays a well-balanced IP portfolio, with
representation in:
o  Medical Technology (8.8%)
o  Pharmaceuticals (6.5%)
o  IT Methods for Management (6.1%)
e  Thisreflects a tight alignment between patent generation and
sectors attractive to venture capital, consistent with the
U.S.’s commercialization-focused ecosystem.
China:
e  Significant shares in Digital Communication (9.4%),
Pharmaceuticals (7.1%), and Biotechnology (5.2%).
e  The lower “Others” category (54.1%) suggests a nationally
guided focus on strategic IP generation, even if patent
quality remains debated.

strong

6.4 Cross-National Insights and Strategic Interpretation
The comparative analysis reveals how the strategic role of IP in startup
funding varies significantly across the three countries:

e  China prioritizes IP as a state-led signal, independent of VC
behavior in some sectors.

e  India shows high startup density and funding activity, but
lacks robust IP integration in valuation or signaling—
pointing to institutional and awareness gaps.

e The U.S. leverages a mature IP system where sectoral
alignment and IP quality, rather than volume alone,
influence startup investment attractiveness.

This section underscores a central conclusion of the paper: While
intellectual property is globally acknowledged as a signaling asset, its
practical effectiveness depends heavily on the surrounding
institutional environment, IP enforcement, sectoral alignment, and
founder awareness.

7.. CHALLENGES IN INDIA: BARRIERS TO EFFECTIVE IP
UTILIZATION

Despite a policy environment that actively promotes intellectual
property (IP) generation, Indian startups face persistent structural
challenges that limit the effective use of IP as a signaling mechanism
in venture capital (VC) negotiations. These challenges fall into three
interrelated categories: enforcement constraints, knowledge gaps, and
cost-related deterrents.

7.1. Weak Enforcement and Procedural Inefficiencies

Although India’s IP legal framework has evolved significantly—
especially following its alignment with the TRIPS agreement in
2005—the enforcement infrastructure remains underdeveloped.
Judicial delays, limited case law predictability, and inconsistent
application of IP statutes reduce investor confidence in the
enforceability of patents and trademarks [9]. Reports from the
Controller General of Patents, Designs and Trademarks (CGPDTM)
indicate that average IP litigation timelines still exceed 2-3 years in
civil courts. In contrast to systems like the United States or Germany,
India lacks a specialized and expedited IP dispute resolution process,
which weakens the perceived strategic value of holding enforceable
rights.

7.2. Limited Strategic Awareness and Institutional Support

© 2025, IJSREM | www.ijsrem.com

Many Indian startups, especially those outside Tier I cities, exhibit low
awareness of IP as a strategic business asset. Surveys by NASSCOM
and DPIIT show that a large proportion of DPIIT-recognized startups
have either never filed for IP or view it primarily as a compliance step
rather than a tool for signaling innovation to investors [10].
Furthermore, most incubators and startup accelerators lack dedicated
IP mentorship or legal advisory support. Unlike ecosystems in the U.S.
or Israel, where early-stage startups often receive guidance on patent
strategy and IP valuation, Indian founders typically operate without
such resources. This institutional gap hinders startups from embedding
IP into their fundraising narratives.

7.3. Cost and Accessibility Constraints

Although government initiatives such as the Start-up Intellectual
Property Protection (SIPP) scheme and DPIIT recognition offer
subsidized fees and expedited processing, the overall cost of filing,
prosecuting, and maintaining IP remains a significant hurdle. This
includes professional attorney fees, foreign filing costs, and ongoing
maintenance charges. International protection, often necessary for
scalable deep-tech startups, remains cost-prohibitive due to high
Patent Cooperation Treaty (PCT) fees. For bootstrapped or seed-stage
ventures, such expenditures are frequently deprioritized in favour of
immediate operational or market development needs.

8. GOVERNMENT SUPPORT AND THE RELEVANCE OF THE
COMPANIES ACT

India has implemented a range of policy measures and legal reforms
to promote intellectual property (IP) creation and streamline access for
startups. These interventions aim to reduce procedural friction,
improve enforcement, and elevate IP as a strategic asset in both
innovation and funding processes. Among these, two pillars stand out:
targeted IP policy incentives and evolving corporate governance
norms under the Companies Act.

8.1. Policy Incentives and Institutional Mechanisms

The National IPR Policy (2016) provides the overarching framework
for India’s IP ecosystem, focusing on awareness, facilitation,
commercialization, and enforcement. Under this framework, the
Department for Promotion of Industry and Internal Trade (DPIIT) has
introduced several startup-centric initiatives:

e  Start-up Intellectual Property Protection (SIPP) scheme,
which offers pro bono IP facilitation, reduced government
filing fees (up to 80%), and expedited examination
timelines.

e Digital transformation of the Indian Patent Office (IPO),
which has improved application transparency and
turnaround times.

e Integration with the Startup India initiative, through which
DPIIT-recognized startups receive preferential treatment in
IP processing, in addition to tax and compliance relaxations.

While these efforts have improved administrative access to IP systems,
empirical evidence on their effectiveness in changing startup behavior
remains limited. Many founders continue to deprioritize IP filings due
to limited strategic guidance and weak enforcement outcomes.

8.2. Legal Recognition Under the Companies Act

The Companies Act, 2013 plays a lesser-known but increasingly
important role in the recognition of IP as a corporate asset. Key
provisions now enable startups to incorporate IP into balance sheets,
equity valuations, and governance structures.

e Section 247 permits valuation of intangible assets, including
patents and trademarks, by registered professionals—
making it possible to assign financial value to IP during
investment rounds or mergers.

e The Act also facilitates the issuance of sweat equity shares
for contributions involving know-how or proprietary IP,
aligning incentives for technical co-founders and early
employees.

e By harmonizing Indian company law with global standards
for IP accounting, these provisions enhance credibility with
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investors, particularly in sectors where IP plays a central role
in valuation (e.g., biotech, Al, semiconductors).
Together, these legal and policy tools represent a foundational shift in
India’s innovation and investment landscape, where IP is no longer
treated merely as a legal formality but as a potential enabler of startup
valuation and credibility.

9. FUTURE TRENDS: THE EVOLVING ROLE OF IP IN
VENTURE CAPITAL DYNAMICS

As innovation-driven sectors mature and investor strategies evolve,
intellectual property (IP) is expected to play a more strategic role in
startup financing. While IP adoption in Indian startups is currently
limited, several emerging trends suggest a gradual integration of IP
metrics into venture capital (VC) decision-making, valuation
practices, and policy development.

9.1. Sectoral Shift Toward IP-Centric Startups

Startups in deep-tech domains—such as artificial intelligence,
semiconductors, clean energy, and synthetic biology—are increasingly
recognizing IP as a source of defensibility and long-term value. In
these capital-intensive sectors, early-stage ventures are expected to
pursue more structured IP strategies, including targeted patent filings
and selective licensing. Investors, in turn, are moving beyond simple
counts to evaluate IP quality indicators such as international coverage,
citation frequency, and alignment with core technologies [12].

9.2. Use of IP Analytics in Due Diligence

The adoption of IP analytics tools is rising in global VC practices.
Platforms like PatentSight and Derwent Innovation are being used to
assess patent portfolio strength, competitive positioning, and potential
litigation risks. Indian investors—especially government-affiliated
funds and corporate VCs—are beginning to explore similar
approaches. As these tools become more mainstream, startups with
strategically aligned and data-backed IP portfolios may have a
competitive advantage during fundraising.

9.3. Emerging IP-Based Financing Models

In developed markets, financial institutions are experimenting with IP-
backed lending, where patents or trademarks serve as collateral for
venture debt or structured equity. While such models remain nascent
in India, growing interest from banks and NBFCs signals potential for
adoption. The legal recognition of IP under the Companies Act
provides a regulatory foundation for such financing structures, which
could help I[P-intensive startups access non-dilutive capital [13].

9.4. Global Policy Alignment and Cross-Border IP Signaling
India’s participation in international IP frameworks, including WIPO
and TRIPS, is facilitating gradual alignment with global standards.
This policy convergence is likely to improve the credibility and
enforceability of Indian IP in international investment contexts,
enhancing the ability of Indian startups to attract foreign venture
capital, particularly in cross-border innovation sectors.

10. SUGGESTIONS AND POLICY RECOMMENDATIONS

Despite the presence of supportive policy frameworks, the
underutilization of intellectual property (IP) by Indian startups reflects
a persistent gap between institutional intent and operational execution.
To address this, the following policy recommendations are proposed
across five key areas:

10.1. Improve IP Enforcement and Legal Certainty
Weak enforcement remains a major deterrent to IP adoption in startup
strategy. To build investor confidence and strengthen IP signaling
value:
e  Establish dedicated IP benches within commercial courts to
accelerate dispute resolution.
e  Scale up IP mediation and arbitration centers to offer faster,
lower-cost alternatives to litigation.

e  Train judicial officers and patent examiners for greater
consistency in IP interpretation across jurisdictions.
Improving the credibility and predictability of enforcement is essential
to positioning IP as a reliable asset in venture negotiations.
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10.2. Embed IP Education in Startup Infrastructure
A foundational barrier is the lack of awareness about IP as a strategic
asset. To address this:
e  Mandate IP education in incubators, accelerators, and
entrepreneurship programs, supported by certified modules.

e Deploy regional IP advisory cells in partnership with the
Indian Patent Office, especially in Tier II and Tier III cities.
e Develop a national mentorship network comprising IP
professionals and experienced founders to guide early-stage
startups.
This would normalize the inclusion of IP strategy from the earliest
stages of business planning.

10.3. Expand Financial Support for IP Activities
While programs like the SIPP scheme offer limited fee waivers,
broader financial support is needed:

e  (Create a Startup IP Fund under DPIIT or SIDBI to cover
filing, renewal, and select international prosecution costs.

e Incentivize commercialization through tax credits or grants
linked to licensed or revenue-generating IP.

e  Enable low-interest IP-backed loans, using government-
accredited valuation frameworks to underwrite intangible
assets.

Reducing the financial burden would allow startups to treat IP as a
growth asset, not a cost center.

10.4. Promote Global
Investment Readiness
To increase the international competitiveness of Indian IP portfolios:

e  Strengthen bilateral cooperation with global IP offices
(USPTO, EPO, CNIPA) for PCT streamlining and mutual
examination.

e  Encourage adoption of standardized IP valuation models,
accredited by Indian authorities.

e  Support cross-border licensing frameworks that connect
Indian innovators with international commercialization
opportunities.

Such steps would enhance the credibility of Indian IP in global VC
ecosystems.

IP Recognition and Cross-Border

10.5. Institutionalize IP Metrics in Funding Evaluation
To shift startup behavior at scale, IP must be formally integrated into
funding and evaluation frameworks:

e Include IP quality and commercial potential in scoring
rubrics for government grant programs like Startup India and
AIM.

e  Encourage VC and angel networks to adopt IP-readiness
indices in their due diligence checklists.

e  Publish annual IP performance scorecards for DPIIT-
recognized startups to benchmark sectoral progress and
global positioning.

Embedding IP metrics in funding criteria would signal their strategic
relevance and nudge ecosystem-wide alignment.

11. CONCLUSION

Intellectual property (IP) is increasingly recognized as a strategic
signal of innovation, credibility, and investment readiness in global
startup financing. This study offered a comparative analysis of how IP
influences venture capital (VC) decisions across three leading
ecosystems: India, the United States, and China. While the United
States integrates IP effectively into valuation frameworks, and China
leverages state-led incentives to scale IP creation, India continues to
face a gap between enabling policy structures and actual IP utilization
among startups.

The analysis identified key barriers in the Indian context, including
weak enforcement mechanisms, limited founder awareness of IP’s
strategic value, and financial constraints surrounding IP acquisition
and maintenance. Despite policy advancements such as the National
IPR Policy, Startup India, and supportive provisions in the Companies
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Act, IP remains an underutilized component of startup strategy—
particularly in deep-tech and innovation-led sectors.

Nonetheless, several emerging trends suggest a shift toward more IP-
conscious funding behavior. The adoption of IP analytics in VC due
diligence, sector-specific patent strategies, and early experiments with
IP-backed financing indicate growing alignment between innovation
assets and capital markets. For India to fully capitalize on this shift,
targeted reforms are needed to strengthen IP enforcement, improve
access to strategic IP guidance, and embed IP metrics into both public
and private funding frameworks.

This study highlights the importance of repositioning IP not merely as
a legal safeguard, but as a core signaling asset in startup growth and
financing. Unlocking its potential will require coordinated efforts
among policymakers, investors, incubators, and entrepreneurs. Such
alignment can significantly enhance India’s innovation capacity and
global competitiveness in [P-intensive industries.
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