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Research shows that startups founded by women
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Abstract 
A growing body of evidence reveals a significant and persistent trend: startups founded by 
women outperform their male-founded counterparts. Despite facing a substantial funding gap, 
women-led companies consistently generate higher revenue and deliver a superior return on 
investment. This white paper synthesizes empirical data from leading research institutions and 
venture capital firms to illuminate this "arbitrage opportunity" in the venture landscape. It 
explores the key factors contributing to this outperformance, including capital efficiency, risk 
mitigation, and diverse leadership styles, making a data-driven case for increased investment in 
female founders. 

 

Introduction 
The venture capital world is predicated on identifying and backing high-growth potential. Yet, a 
striking paradox exists within its funding patterns. While the vast majority of venture capital is 
allocated to male-led startups, a compelling and growing body of research demonstrates that 
companies founded and co-founded by women are, on average, a better financial bet. This 
paper examines the data that substantiates this claim, highlighting a significant market 
inefficiency and a powerful opportunity for investors. 

 

The Data: Unpacking the Performance of Female Founders 
Multiple independent studies converge on a clear conclusion: women-led startups are more 
capital-efficient and generate higher returns. 

● Higher Revenue per Dollar Invested: A landmark study by Boston Consulting Group 
(BCG) and Mass Challenge found that for every dollar of funding, startups founded by 
women generated 78 cents in revenue, while male-founded startups generated only 31 
cents. This indicates that women-led companies are more than twice as efficient at turning 
investment into revenue. 

● Superior ROI: The same BCG study revealed that despite receiving significantly less 
funding on average ($935,000 for women-led vs. $2.1 million for men-led), women-led 
startups generated 10% more in cumulative revenue over a five-year period. 

● Outperformance in VC Portfolios: First Round Capital, a prominent venture firm, 
analyzed a decade of its own investments and found that companies with at least one 
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female founder outperformed all-male founding teams by 63%. 
● Kauffman Fellows Research further supports these findings, reporting that women-led, 

privately held tech companies achieve a 35% higher return on investment than those led 
by men. 

Despite this unmistakable evidence of outperformance, a stark funding disparity persists. In 
2024, female-only founding teams received a mere 2.3% of global venture capital funding. 
This disconnect between performance and funding presents a clear arbitrage opportunity for 
savvy investors. 

 

Key Differentiators: What Drives Success? 
Several factors contribute to the outperformance of female-founded startups: 

● Capital Efficiency: Having to do more with less, female founders are often more 
disciplined and methodical in their spending. They are more likely to build sustainable 
business models from the outset, focusing on profitability and efficient growth. 

● Risk Mitigation: Research suggests that women tend to be more risk-averse in their 
business decisions. This often translates to more calculated and strategic growth, avoiding 
the "growth at all costs" mentality that can lead to high burn rates and premature failure. 
Investors often ask women more "preventive" questions, focusing on risk, while asking men 
more "promotional" questions, focusing on potential. This forces female founders to have a 
more robust and de-risked business plan. 

● Collaborative Leadership and Diverse Teams: Women leaders often foster more 
collaborative and inclusive work environments. This can lead to better decision-making, 
increased innovation, and higher employee engagement. Furthermore, startups with at 
least one female founder are more likely to hire more women, leading to more diverse 
teams which have been shown to be more innovative and financially successful. A 
Kauffman Fellows report found that startups with a female founder hire 2.5 times more 
women. 

● Market Insight: Women make up a sizable portion of the consumer market and are 
responsible for a majority of purchasing decisions. Female founders are often better 
positioned to identify and address unmet needs in the market, particularly for products and 
services geared toward women. 

 

Conclusion 
The empirical data is unequivocal: female-founded startups are a demonstrably better 
investment. They are more capital-efficient, generate higher returns, and build more resilient 
businesses. The persistent funding gap represents a significant market inefficiency and a 
missed opportunity for the venture capital industry. For investors seeking to maximize returns 
and build a more equitable and innovative economy, the message is clear: investing in women 
is not just the right thing to do; it is the smart thing to do. By closing the funding gap, the 
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venture community can unlock a new wave of innovation and economic growth, driven by the 
untapped potential of female entrepreneurs. 
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