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 Abstract 

Start-ups based on intellectual property (IP) are increasingly important for economic 

innovation and competitiveness in India. However, such start-ups face unique 

financing challenges due to the intangible nature of their assets and higher risk 

perception. Traditional banks have been cautious in supporting IP-based ventures, 

often preferring collateral backed by physical assets. This research paper examines 

the evolving role of banks in financing IP-based start-ups in India, identifies key 

constraints, government initiatives, innovative banking practices, and 

recommendations for enhancing finance flows to knowledge-driven enterprises. 

  1. Introduction 

India’s start-up ecosystem has grown rapidly over the last decade, driven by 

technology innovation, supportive government policies, and increasing 

entrepreneurial activity. Among these, intellectual property-based start-ups — 

those whose value lies primarily in patents, trademarks, proprietary technology, and 

specialized know-how — represent a high-growth segment. 

However, financing remains one of the biggest hurdles for these start-ups. Traditional 

bank lending in India has historically relied on tangible collateral, making it difficult 

http://www.jetir.org/


© 2026 JETIR January 2026, Volume 13, Issue 1                                                             www.jetir.org (ISSN-2349-5162) 

JETIR2601284 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org c701 
 

for IP-centric ventures to secure funds. The aim of this paper is to explore how banks 

are adapting to this challenge and what role they can play in fostering innovation. 

 

 2. Understanding IP-Based Start-ups 

An IP-based start-up creates value from intangible assets: 

 Patents (novel inventions) 

 Copyrights (software, content) 

 Trademarks (brand identity) 

 Trade secrets and proprietary processes 

Such start-ups typically have high growth potential but limited physical assets, 

which makes conventional bank financing mechanisms less applicable. Investors 

often consider them riskier because their future returns are tied to uncertain market 

adoption of new technology. 

 

 3. Financing Challenges for IP-Based Start-ups 

3.1 Intangible Assets as Risk 

Banks normally evaluate loan applications based on credit history and collateral 

value tied to physical assets like land or machinery. IP assets are hard to value and 

not easily pledged as security, causing banks to be cautious. 

3.2 Lack of Standard Valuation Metrics 

Valuing IP requires specialized financial models and expertise, which many banks 

lack. Without clear valuation, banks struggle to assess loan repayment capacity based 

on future earnings from the IP. 

3.3 Long R&D Cycles 

Many IP-based ventures require significant research and development before 

generating revenue. This mismatch between financing needs and early cash flows is 

unattractive for banks seeking short-term repayment certainty. 
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 4. Government and Regulatory Support 

To support innovation, the Indian government has introduced several policies and 

schemes: 

4.1 Start-up India Initiative 

Under Start-up India, the government provides financial incentives, simplified 

regulations, and credit guarantees to encourage lending to early-stage ventures. 

4.2 Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) 

CGTMSE offers credit guarantees for unsecured loans to small businesses, reducing 

banks’ perceived risk. Though historically aimed at manufacturing and traditional 

services, its scope is gradually opening to technology start-ups. 

4.3 Fund of Funds for Startups (FFS) 

Managed by SIDBI (Small Industries Development Bank of India), FFS invests in 

venture funds that further support start-ups including IP-based ones. 

These frameworks improve banks’ confidence to lend, but challenges remain in direct 

operational execution. 

 5. Emerging Role of Banks in Financing IP Start-ups 

Banks are beginning to innovate in how they engage with IP-based start-ups: 

5.1 Specialized Financing Products 

Some banks have created innovation finance units or emerging technology lending 

divisions that focus on early-stage technology ventures and tailor products that 

reflect the risk profiles of IP-centric enterprises. 

5.2 Collaboration with Innovation Ecosystems 

Banks are partnering with incubators, accelerators, and technology parks to gain early 

visibility into promising start-ups, perform joint due diligence, and support them with 

mentoring and financial services. 

5.3 Use of Government Credit Schemes 

Banks deploy government backstops, especially through CGTMSE or priority sector 

lending guidelines, to mitigate risk and increase lending to eligible start-ups. 
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5.4 Flexible Collateral Norms 

Leading public and private banks are exploring soft collateral, such as future 

receivables, contracts, or pledge of IP rights (where measurable), though this remains 

underdeveloped. 

 6. Case Examples 

While detailed case data is limited, observed trends include: 

 SIDBI’s Innovation Start-up Fund: Works with banks to co-finance early 

stage firms. 

 National Bank for Agriculture and Rural Development (NABARD): 

Provides specialized credit support to technology initiatives in rural development 

sectors. 

These examples show a shift from purely traditional lending toward blended finance 

aligned with innovation goals. 

 

 7. Key Issues & Constraints 

Despite progress, several barriers persist: 

 Limited IP Valuation Expertise: Banks need more trained professionals who 

can assess IP quality and commercialization potential. 

 Risk Aversion: Non-performing assets (NPAs) in bank portfolios make 

institutions cautious about high risk lending. 

 Policy Implementation Gaps: Although schemes exist, many start-ups are 

unaware or unable to access them due to documentation or process complexity. 

 8. Recommendations 

To enhance bank financing for IP-based start-ups in India: 

8.1 Develop IP Valuation Frameworks 

Banks should invest in or adopt standardized models for valuing intellectual property 

to improve lending confidence. 
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8.2 Expand Credit Guarantee Schemes 

Government and regulators should broaden CGTMSE style guarantees to more 

clearly include IP-based financing and simplify the access process. 

8.3 Promote Public-Private Co-Investment Funds 

Co-financing structures where banks, government, and private investors share risk 

can unlock more capital for innovation. 

8.4 Build Bank-Startup Networks 

Regular engagement platforms between banks, incubators, and start-ups can reduce 

information asymmetry and enable better assessment of business models. 

 9. Conclusion 

Banks in India are gradually recognizing the importance of financing IP-based start-

ups as engines of innovation and economic growth. While traditional credit practices 

pose barriers, collaborative policy measures, specialized financial products, and 

evolving risk mitigation frameworks are helping expand access to institutional 

capital. Continued emphasis on valuation expertise, public-private cooperation, and 

policy refinement will be essential to scale up bank financing for India’s next 

generation of knowledge-based enterprises. 
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