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Abstract   

  

Bangalore also known as the "Silicon Valley of India" is regarded as a global hub for startups that attract 

entrepreneurs and investors into this growing, bustling city. More and more startups are emerging, but many do not 

survive the first few years. This paper will explore the high failure rates of startups in Bangalore from market 

dynamics, funding and support issues, lack of leadership skills, product-market fit, and regulatory problems. This 

paper's information will help eager entrepreneurs and stakeholders with ideas on how to govern risks to improve 

the success rate of the setups in the region. 
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1. Introduction 

 

Bangalore has emerged as the epicentre of India's entrepreneurial landscape with a bubbling startup 

ecosystem(Joshi,2022). With over 12,000 startups, the city has attracted talent, capital, and innovation leading to 

huge success stories; however, it is also the place where large numbers of startups fail. In fact, according to industry 

reports, more than 90% of Indian startups does not survive beyond their first five years. This paper investigates 

factors leading to startup failure in Bangalore with a view to understanding challenges the entrepreneurs are likely 

to face and designing strategies to improve their resilience. 

     

 2. Overview of Startup Ecosystem in Bangalore 

 

Bangalore has often been cited as the "Startup Capital of India"(Thomas,2022).It is known to provide a vibrant 

ecosystem that has incubators, accelerators, venture capitalists, and government initiatives such as Startup 

Karnataka that help foster innovation within these spaces. Bangalore has been one of the most important drivers of 

IT, AI, fintech, biotech, and edtech domains in terms of nurturing high-growth ventures; yet, most of these startups 

face significant challenges in sustaining themselves, showing the need for further analysis of failure patterns in the 

city. 

 

 

3. Common Causes of Failure of Startups in Bangalore . 

 

3.1. No marketplace need 

 

The foremost and one of the most frequently quoted reasons for failure in startup is no genuine market need for the 

offered product or service. Many entrepreneurs in Bangalore are run by the attraction of innovation rather than 

identifying real problems that need solving. Based on CB Insights, 42% of the startups failed because they 

developed a product that the market did not want (El-amine 2023).The problem is enhanced by the fact that poor 

market research resulted in products that gained no traction. 
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3.2. Poor Product-Market Fit 

 

It can also be referred to as alignment between the offering of a product and need in the target market. It is found 

that most startups in Bangalore used to rush to launch products which had not undergone thorough validation with 

prospective customers. Premature scaling gave rise to as-mismatch of what's being offered and what the market 

actually needs which resulted in failure. In most scenarios, founders over-estimate the preparedness of the market 

for innovation or fundamentally misunderstand consumer behaviour, which leads to a lack of sustained growth. 

 

There is a company named Housejoy  which provides a range of services including plumbing, electrical repairs, 

beauty services, home cleaning, etc… this company faces downfall due to poor product-market fit, where Housejoy 

expanded rapidly to multiple cities and added diverse services without fully understanding local customer needs. 

In cities with lower demand for certain services, this premature scaling led to challenges in maintaining operational 

efficiency and customer satisfaction. 

 

3.3. Under-Funding and Mis-Management of Capital  

 

While the funding for Bangalore is excellent, there are several startups that either don't get enough investment or 

run through funds acquired. Early-stage ventures suffer particularly due to a murky business model or a meager 

stream of revenues and cannot entice venture capital or angel investment. In fact, most startups waste funds 

unnecessarily after securing the funding by spending money on marketing or product design in advance if there 

isn't going to be sustainable revenue generated. Then cash flow is the death knell - so, closure. 

Yumist is a company which aimed to provide affordable, home-style meals through an online delivery platform, 

targeting busy professionals. Yumist raised $2 million but shut down in 2017 due to unsustainable cash flow, high 

operational costs, and premature spending on customer acquisition without a solid revenue base. 

 

3.4. Lack of Proper Leadership and Management Roles 

 

Leadership is the decisive factor where the fortune of a startup depends. In Bangalore, most of the startups are first-

time entrepreneurs with limited experience in leadership. This often manifests in poor decision-making, inability to 

pivot and poor management of teams, reflecting in the leadership gaps in many startups. Moreover, founders mostly 

lack the capacity to attract quality talent, and that is an essential component for scaling a business. Even with that 

well-funded startup, there is an absolute loss of direction, and they collapse quickly without adequate leadership 

(Mikle,2020) 

 

3.5. High Competition 

 

Competition in the startup ecosystem of Bangalore is very intense. In many sectors, such as tech and consumer 

services, startups face intense competition from incumbents and other younger startups. The best outcome for 

companies under such pressure is internal price wars, rapid market saturation, and inability to differentiate their 

products. Startups that fail or move too slowly to innovate or create a value proposition are crowded out by more 

aggressive competitors. 

Zopper, a product discovery and comparison platform in Bangalore, failed due to intense competition from giants 

like Amazon and Flipkart, along with newer startups (Banerjee 2019).Despite funding and traction, Zopper 
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struggled to differentiate itself, faced rapid market saturation, and couldn’t scale effectively. It pivoted to a B2B 

model before shutting down its consumer-facing business, highlighting the challenges of standing out in a 

competitive startup ecosystem. 

3.6. Regulatory Challenges 

 

Although the Indian government has launched initiatives like Startup India, the regulatory framework in Bangalore 

is still a significant hurdle for entrepreneurs. The complexity of taxation, labor laws, and red tape can really throttle 

growth for startups. Compliance with regulatory frameworks can be particularly tough for small startups with 

limited resources. Furthermore, new regulations within each sector, such as fintech or healthtech, add complexity 

and make it even more challenging for startups to scale while remaining compliant. 

 

Taxiforsure struggled with evolving transportation regulations, including stricter rules for app-based taxis, and 

despite early traction and funding, the startup couldn’t navigate complex regulatory challenges related to permits, 

labor laws, and compliance. Facing tough competition from Uber and Ola, it was acquired by Ola in 2015. This 

highlights how regulatory challenges can hinder growth for small startups. 

 

3.7. Lack of Scalability 

 

In Bangalore, many startups of today achieve short-term success, but scaling becomes difficult. Scaling not only 

comprises finances but also the right operational acumen and sufficient understanding of market dynamics. Lack 

of scalability infrastructure development, failure to scale into additional markets, and the weakness in selling 

strategy often stagnate and eventuate in failure. 

 

TinyOwl, a food delivery app in Bangalore, faced scaling challenges due to inadequate operational infrastructure, 

inefficient supply chain management, and struggles with market expansion (Siyodia,2016).Despite early success 

and funding, it couldn’t develop a strong sales strategy or scale beyond its initial markets, leading to its shutdown 

and pivot to a different business model. This highlights the importance of operational and market strategies for 

scaling startups. 

 

4. Bangalore Startup Failure Stories 

 

4.1. Stayzilla 

 

Once held promise in India's online travel and accommodation sector, Stayzilla shut down in 2017. The company 

was successful at first but later carried out a weak business model with inappropriate market research. It failed 

mainly because it could not adjust to the shifting nature of travel space and was dependent on an unsound growth 

strategy, which focused on expansion rather than profitability. 

 

4.2. Dazo 

Dazo was one among the first food-tech startups in Bangalore curating and delivering food to customers. The startup 

was founded in 2014 and was shut down within a year due to vigorous competition from larger players like Swiggy 

and Zomato. The fundamental problem at the core of Dazo was not being able to differentiate its market in an 

extremely competitive market coupled with customer acquisition and retention issues that led to its failure. 
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4.3.Townrush 

Townrush (2015 - 2016): Townrush, a hyperlocal delivery startup in Bangalore, aimed to support small businesses 

with logistics solutions. Despite raising $500,000 in seed funding, it struggled with high operational costs and 

lacked a consistent revenue stream. Heavy spending on customer acquisition without follow-up funding led to 

unsustainable cash flow, causing the startup to close within a year. 

4.4.Shotang 

Shotang (2013 - 2017): Shotang, a B2B e-commerce platform linking retailers with suppliers, raised $5 million but 

faced cash flow issues from high logistics costs and thin margins. Rapid expansion depleted its funds without a 

stable income, leading to its closure in 2017 due to unsustainable expenses and lack of further funding. 

5. Mitigations of Startup Failures 

 

5.1. Product-Market Fit 

 

Startups should invest time and resources in proper market research in respect of their consumers' needs to test the 

viability of products before setting them into the market. Continuous positive feedback loops from early users can 

help refine offerings and better align with market demand. 

 

Bounce, a Bangalore-based dockless scooter-sharing startup, achieved product-market fit by identifying the need 

for affordable, flexible, short-distance transport. Through market research, Bounce addressed urban challenges like 

traffic, limited parking, and last-mile connectivity(Soman, D 2015). Launching in select areas, it refined its service 

based on early user feedback, enhancing scooter access, availability, and payment ease. This user-aligned approach 

drove rapid expansion across cities, making Bounce a leader in India’s shared mobility space. 

 

5.2. Leadership and Team Building 

 

Investing in leadership development and high-quality talent acquisition are the critical elements for scaling a startup. 

Among other things, founders can also build advisory boards or get mentorship from experienced entrepreneurs to 

help them better grapple with challenges. 

 

Flipkart’s founders invested in building a strong executive team and advisory network early on, recruiting industry 

veterans and advisors who helped the company grow rapidly and address operational challenges (Hari,2019). 

 

5.3. Smart Capital Allocation 

Good financial management would ensure the survival of any startup firm. Comparatively, a startup firm should 

focus on sustainable growth instead of rapid expansion and cash flow monitoring over financial crisis. Engaging 

financial experts would provide access to good budgeting and investment strategies. 

 

Zerodha, a Bangalore-based discount brokerage, exemplifies smart capital allocation by prioritizing organic growth 

over external funding. Through lean operations, profitable growth, and reinvesting profits, Zerodha has scaled 

sustainably without the pressures of rapid expansion, achieving success in a competitive market (Dutta, D 2023). 
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5.4 Focus on Differentiation 

 

Bangalore, with its competitive environment, expects startups to define their differentiated advantage. As 

innovation becomes the hallmark of startups and strong brand imaging helps in getting a brand amidst the clutter, 

it is easy to succeed in this crowded market (Mehta, S 2021). 

Cure.fit is a health and wellness startup offering an integrated ecosystem of fitness classes, healthy meal deliveries, 

and mental wellness resources (Baidya, R 2024). By combining multiple wellness services under one brand, Cure.fit 

attracts a broad customer base and stands out in the health-tech market. 

Conclusion  

 

The startup ecosystem in Bangalore is a dynamic yet highly challenging landscape. While the city offers a fertile 

ground for innovation, its high failure rates highlight the complexities faced by entrepreneurs. Notable failures due 

to poor product-market fit, leadership gaps, regulatory challenges, among many others. Some understanding of such 

challenges can be mitigated by the risks thus involved, and startups have better opportunities at succeeding (Janney, 

J. J. 2006). Bangalore has much more scope to produce more global success stories, but entrepreneurs need 

appropriate tools, mindset, and resources to deal with the several complexities of building and sustaining a startup. 

By addressing these critical factors, Bangalore has the potential to sustain its reputation as a global startup hub, 

producing not only innovative ventures but also resilient and scalable businesses. Entrepreneurs must adopt a 

balanced approach that prioritizes sustainable growth, robust operational frameworks, and strategic risk 

management to navigate the volatile startup ecosystem and pave the way for long-term success. 

 

 

References  

 

Joshi, K., Chandrashekar, D., Satyanarayana, K., & Srinivas, A. (2022). VC Funded Start-Ups in India: Innovation, 

Social Impact, and the Way Forward. International Journal of Global Business and Competitiveness, 17(1), 104-

113. 

 

Thomas, L. P., Salah, S., & Garzik, L. (2022). Bangalore Innovation System. Successful Innovation Systems: A 

Resource-oriented and Regional Perspective for Policy and Practice, 75-99. 

 

El-amine, N. M., & Mohammed, D. (2023). Analysing startups failure factors: evidence from CB Insights Tech 

market intelligence platform. Journal of Economic Growth and Entrepreneurship, 6(1), 10-30. 

 

Mikle, L. (2020). Startups and reasons for their failure. SHS Web of Conferences, 83. 

https://doi.org/10.1051/shsconf/20208301046 

 

Banerjee, M. (2019). Development of omnichannel in India: retail landscape, drivers and challenges. Exploring 

omnichannel retailing: Common expectations and diverse realities, 115-137. 

 

Siyodia, R., & Yelamanchili, R. (2016, December). Challenges and Constraint in Supply Chain Management for 

Hyperlocal Delivery Business in India. In Proceedings of the SIMSR Global Supply Chain Management 

Conference, Mumbai, India (pp. 1-10). 

 

http://www.ijsrem.com/
https://doi.org/10.1051/shsconf/20208301046


          International Journal of Scientific Research in Engineering and Management (IJSREM) 
                       Volume: 08 Issue: 12 | Dec - 2024                           SJIF Rating: 8.448                                     ISSN: 2582-3930        

  

© 2024, IJSREM      | www.ijsrem.com                                                                                           |        Page 6 

Soman, D. (2015). The last mile: Creating social and economic value from behavioral insights. University of 

Toronto Press. 

 

Hari, T. N., & Subramanian, M. S. (2019). Saying no to jugaad: The making of Bigbasket. Bloomsbury Publishing. 

 

Dutta, D. (2023). Lean, Mean and Profitable: Success Stories of Self-made Entrepreneurs. Bloomsbury Publishing. 

 

Mehta, S. (2021). Fast Company Innovation by Design: Creative Ideas that Transform the Way We Live and Work. 

Abrams. 

 

Baidya, R., Kumar, D., & Livvarcin, D. O. (2024). Gamified Communication in Social Media for Brand Advocacy 

of Start-Ups. In Marketing and Gamification (pp. 170-191). Routledge. 

 

Janney, J. J., & Dess, G. G. (2006). The risk concept for entrepreneurs reconsidered: New challenges to the 

conventional wisdom. Journal of Business venturing, 21(3), 385-400. 

 

 

 

http://www.ijsrem.com/

