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Abstract

India’s startup ecosystem has witnessed unprecedented growth in recent years, emerging as one of the most dynamic
and fast-paced environments globally. This research paper examines the primary factors leading to the high failure rate
of Indian startups, focusing on familiar challenges such as inadequate business models, poor product-market fit, cash
flow problems, regulatory hurdles, and inefficient management. Through case studies of successful ventures like
Swiggy, and BoAT, this paper highlights critical success factors that have enabled these companies to thrive, including
data-driven decision-making, customer-centric strategies, adaptability, and strong strategic partnerships.

The study also explores the pivotal role of venture capitalists (VCs) in shaping startup trajectories, from early seed
funding to advanced growth stages. Additionally, the paper delves into the influence of Indian government initiatives,
such as Startup India and the Atal Innovation Mission, in fostering a supportive ecosystem that encourages
entrepreneurship and innovation.
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Introduction

Over the past few years, India has emerged as one of the fastest growing fast-paced startup ecosystems worldwide.
Innovative ventures in technology, e-commerce, health care, and financial services have driven entrepreneurial activity
in India. A maturing young, dynamic population, full-spectrum availability of the internet, and increasing governmental
support have created fertile ground for the development of startups. Despite the positives and opportunities surrounding
a startup, many of them do not sustain their growth and shut down.

This paper would, through case studies of failed startups, discuss common patterns revealed in the failure of the startups
and thus try to enlighten the reader on the basic reasons why the rate of startup failure continues to remain so high.
With a better understanding of the environmental factors facing aspiring entrepreneurs and investors, the Indian startup
landscape could be approached more effectively. Risks would be minimized, and the probability of building sustainable

© 2024, I[JSREM | www.ijsrem.com DOI: 10.55041/IJSREM38476 | Page 1


http://www.ijsrem.com/

é‘g{ ‘3%

7 IISREM
w etz International Journal of Scientific Research in Engineering and Management (I[JSREM)
RIS Volume: 08 Issue: 11| Nov - 2024 SJIF Rating: 8.448 ISSN: 2582-3930

businesses would have increased accordingly. There is therefore a need to understand such factors not only for
entrepreneurs but also for policy influencers and stakeholders in their efforts to build on that ecosystem to spur long-
term growth in the economy.

Review of Literature

Fast Changes in Status: Startups worldwide, especially in the United States, have rapidly changed in status.
Interestingly, 7.1% of all global startups fall into Fintech, while more than 69% started as home businesses. As many
as 60% of entrepreneurs now outsource artificial intelligence in their business plans (Mallikarjun M. Maradi, 2020).
In this paper, we are going to deal with the challenges faced by startups in India and the fall of startups from various
sectors across the Indian Industry. Indian startups have come a long way over the last few years. They are backed by
positive policies and government support, along with the ambitious youth of the country. However, over 90 percent of
India's startups fail, despite positive trends indicated. There are several reasons for such a high failure rate for startups,
and it starts with a lack of innovation, a shortage of skilled labor, and a general lack of funding available for the
undertakings in question (Institute for Business Value, 2018).

In reviewing The literature on Indian startups, indicates how Indian startups function, what drives entrepreneurs to
seek employment via these startups, and the impact of policies, including those of FDI reforms. Suresh Babu and
Sridevi (2018) suggest that government policies toward increased FDI limits, intellectual property rights, and IPR
protection encouraged more and more startups to flourish. Still, challenges and issues require immediate attention.
Significantly, adequate financing has become a sore point (Anubhab P. and SS Pasumari) reminds us in (2020).
According to the report, with an array of financial facilities under the scheme, smaller and startup units face challenges
with accessing capital.

Objectives

o To analyze the factors contributing to the success rate of Swiggy and BoAT.

e To identify patterns in the failures of Doodhwala and ShopX

e To highlight lessons learned from successful Indian startups

e To assess the impact of government initiatives and venture capitalists on the Indian startup ecosystem.

Methodology

The study adopts an analytical review approach, focusing on the factors contributing to the success and failure of
startups in India. This research examines key elements that influence startup outcomes by analyzing successful and
unsuccessful cases. The paper is structured as a qualitative analysis, relying on secondary data sources and case studies.

The start-ups considered in the paper are Swiggy- from the food delivery industry, BoAT- from the electronics and
gadgets industry, ShopX- from the e-commerce industry, and Doodhwala- an FMCG-based company. The selection of
the industries and start-ups was done on a random basis.

Successful Start-Ups in India

Swiggy

Swiggy, India's leading food delivery platform, has carved a significant niche in the country's burgeoning online
market. Their journey, marked by both triumphs and challenges, offers valuable insights for aspiring entrepreneurs.
However, Swiggy's path to success has not been without its hurdles. Early on, they faced challenges in scaling
operations, ensuring consistent quality, and managing a vast network of restaurants. These setbacks forced them to
adapt and innovate, leading to the development of efficient logistics systems and stringent quality control measures.
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Some key lessons to note down from Swiggy’s success are:

e Data-driven decision-making: Rely on analytics to understand your business and make informed choices.
e Customer-centric approach: Prioritize customer satisfaction to build a loyal base.

e Adaptability and resilience: Be prepared to pivot and overcome challenges.

e Strong partnerships: Collaborate with strategic partners to enhance your offerings.

e Continuous innovation: Stay ahead of the curve by embracing new technologies and trends.

BoAT

BoAT, India's homegrown audio brand, has made significant waves in the consumer electronics market. Their journey,
marked by strategic growth and innovative product offerings, provides valuable lessons for aspiring entrepreneurs.
While BoAT has experienced significant success, its journey has not been without challenges. Early on, they faced
difficulties in establishing a strong brand identity and building a robust distribution network. However, by leveraging
digital marketing and partnering with online retailers, they were able to overcome these hurdles and gain traction in
the competitive market.

The key lessons for entrepreneurs from BoAT's journey are:

e Strong brand identity: Develop a unique and compelling brand story that resonates with your target audience.
o Digital marketing prowess: Utilize digital channels to reach a wider audience and build brand awareness.

o Strategic partnerships: Collaborate with key players in the industry to expand your reach and distribution.

e Customer focus: Prioritize customer satisfaction by offering quality products and excellent service.

e Continuous innovation: Stay ahead of the curve by introducing new and innovative products.

Failed start-ups in India
Doodhwala

Doodhwala, founded in 2015 by Ebrahim Akbari and Aakash Agrawal in Bengaluru, emerged as a promising
"milktech" startup. The platform revolutionized daily milk and grocery delivery with a subscription-based model,
integrating predictive inventory management and optimized delivery routes for high efficiency. Doodhwala tracked
operational efficiency through metrics such as delivery success rate, customer retention via subscriptions, and daily
volume handled (13 lakh litres of milk per month). They achieved 10,000 deliveries per hour by focusing on morning-
only deliveries.

Reasons for Failure (Potential challenges):

o Despite their early success, Doodhwala ceased operations due to difficulties scaling operations in a competitive
market and financial constraints.

o Limited funding availability during key growth phases hindered their ability to meet increasing demand and
sustain operations.

e Unnecessary dilution of ownership.

Lessons for Entrepreneurs

e Resource Management: Efficient route planning and predictive inventory helped lower costs initially, a lesson
in how smart coordination can boost profitability.

e Scalable Models: While Doodhwala relied on a niche (morning deliveries), expanding product lines and
diversifying revenue sources sooner might have mitigated risks.

e Funding Timing: Their cautious approach to raising capital highlights the importance of balancing ownership
with sufficient cash flow to scale effectively.
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ShopX

ShopX, founded in 2015 by Amit Sharma and Apoorva Jois, is a B2B e-commerce platform that aims to empower
small retailers across India. The startup focuses on sustainable growth and has a strong social and economic mission,
especially in emerging markets like India. Retail Partner Network- Empowered 1.7 lakh+ retail partners across 440+
towns and 24 states. Customer Base- Serves more than eight million customers through its network. Platform Adoption-
Growth in the adoption of ShopX app and its services by local retailers. Expansion Impact- Helped expand India’s
addressable digital commerce market, driving transformation at the grassroots level.

Reasons for Failure (Potential Challenges)

e Operational Complexity: Managing logistics across multiple towns and states can be cumbersome, especially
with local nuances.

e Competition from Large Players: Platforms like Udaan and other emerging B2B marketplaces pose
competitive risks.

e Funding Requirements: Continued success in scaling often requires consistent funding to maintain both
platform innovation and logistical support.

o Retailer Retention Issues: Sustaining engagement with a large base of retailers could become a challenge
without ongoing value-added services.

Key Lessons for Entrepreneurs

e Tech Adoption in Traditional Sectors: ShopX shows that technology can transform local businesses, creating
new opportunities for small retailers.

e Focus on Long-Term Impact: Building a business with a sustainable and socially responsible vision ensures
alignment with larger economic trends.

e Partner Engagement: Success depends on retailer retention and continuous improvement of the platform to
offer relevant services.

e Managing Operational Scale: Entrepreneurs must prepare for the complexities of logistics and operations,
especially when expanding across diverse regions.

Suggestions

VC firms fund startups in return for equity or partial ownership of the business. VC firms seek companies that exhibit
significant growth with the prospects of considerable returns; most commonly, it is in technology, health care, fintech,
or any type of innovation. VC funds prove to be very pivotal in accessing funds, expertise, and industry connections
for faster scaling up, especially in more competitive markets. However, it comes at the cost of surrendering equity or
sometimes even decision-making power to the investors. Therefore, maintaining a proper balance between raising
capital and retaining control is critical for the long-term success of the startup.

Starting a business or enterprise in Bengaluru, India is much easier than starting a business in New York, USA. The
Indian Government launched some attractive schemes for the start-up ecosystem in India which include dedicating an
entire city to start-ups in the NCR region.

The Indian government has designed several initiatives to support and foster the ecosystem of startups: Startup India,
Atal Innovation Mission (AIM), Stand-Up India, Fund of Funds for Startups (FFS), Credit Guarantee Fund Trust for
Micro and Small Enterprises (CGTMSE), Pradhan Mantri Mudra Yojana (PMMY)
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Conclusion

The failure of many Indian startups is due to a combination of various factors. Key issues include inadequate market
research, lack of a strong product-market fit, poor cash flow management, and ineffective business models. In addition
to these specific challenges, many startups also struggle with scaling operations, managing talent, and maintaining
competitiveness in a rapidly changing market. The absence of strong leadership, limited access to resources, and lack
of proper mentorship further increase the chances of failure.

In contrast, successful startups in India focus on key performance indicators (KPIs) such as customer acquisition,
retention, revenue growth, and profitability. These metrics are crucial for assessing a company’s ability to scale,
innovate, and adapt to shifting market dynamics. Startups that consistently monitor and make decisions based on these
KPIs tend to pave a sustainable path for long-term growth.

In conclusion, while many Indian startups face a high risk of failure, those with clear strategies, strong KPIs, and access
to the right resources, along with government support, are more likely to succeed. Innovation, effective management,
and sustainable funding are key drivers in shaping the future of India’s startup ecosystem.
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