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STARTUP: FAILURE TO SUCCESS
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STUDENT
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ABSTRACT
Purpose: The case study “Startup” Failure to Success, examined two different important factors: (1) the characteristics of entrepreneur (2) discussed about different
external factors affecting business operations. The purpose of this study to create awareness among the startup entrepreneurs not to give up at any stage even
though they failed. They can learn from that to march ahead to taste the success. Design/methodology/approach: The whole case study based on my work
experience for last 3 years in a startup IT Company (MNC), ABC Technologies Pvt. Ltd (Original name not disclosed) based in India having Subsidiary in South Africa.
I experimented various methods to come out from different problems faced by the company to become success at early stage. Both quantitative and qualitative
data were collected and a statistical analysis of data collected in a structured questionnaire was the primary method for testing the factors. Findings: Results from
these analyses indicated significant differences between successful and unsuccessful startups in above two categories. Lead entrepreneurs in successful companies
were more likely to have good educational back ground from famous educational institutes. Most of the successful entrepreneurs in startups were having rich
experience. This case study also found that most of the startups focuses on internal factors like internal control, accounting process, intercompany transactions etc.
at their early stages. But it can be suggested through this case study that entrepreneurs should also focus on external factors like forex risk, Market research etc.
along with internal factors. Research limitations/implications: The study was limited to certain territory and industry type. The study provides a basis guide to
startups to follow the fundamental principles at their early stages. Future research should focus on other important factors which are becoming barriers on the way
of success of startup companies. Practical implications: The study presented can be used as a road map for all the startups to understand their mistakes and not
to repeat the same in future. Originality/value: The paper not only useful for startups, can be useful for established companies. The techniques discussed here is
very much practical in nature and can be helpful to overcome from different basic issues.

KEYWORDS

startup, failure, success, external factors.

INTRODUCTION
ailure pains. Viewing something you’ve poured endless amounts of time and energy in, only to see it crush before you will hurt like hell. It'll be like a physical
fpunch to the gut, and it will paralyze you. No entrepreneur likes failure at the beginning. It hurts their vision, stops them to think beyond their failure. We
always love to talk on bookish or already described points or facts affecting startups, and neglect the small root causes. This research paper point out those
small issues.
The startups bubble will burst because of more marketing expenditure on number gaining and less attention to profit. Others important reasons are:
-Wrong basic
-lack of innovation in product line
-Over valuation
-flaw of patience
-no control over working capital

OBJECTIVES
1. To determine the factors affecting success of many Indian IT startup companies based in South Africa
2. To make people aware that to become a successful entrepreneur they should have core experience and good education background.

LITERATURE REVIEW

Mitchell, Smith, Mitchell, JR 2005 have conducted a research “FAILING TO SUCCEED: New Venture Failure as a Moderator of Startup Experience and Startup
Expertise” to investigate new venture failure. They did this in two ways: first, by testing for moderating effects of new venture failure on the relationship between
startup experience and perceived startup expertise with a sample of 220 entrepreneurs; and second, by qualitatively exploring the nature of these relationships,
drawing insights from interviews with these 220 entrepreneurs. The result shows a dis-ordinal crossover regulating effect of new venture failure in the relationship
between startup experience and startup expertise, and also assist in the interpretation of these results. In the final section of the paper, they discuss and explain
how this study helps them to illustrate, for practice: more productive outcomes from initial new venture failure, and for research: a deeper understanding of the
“bubbling cauldron” of new venture failure.

Marion, May 2016 has written an article “4 Factors That Predict Startup Success, and One That Doesn’t” on successful Venture Capital Investment. The firm’s
unique data set comprises information on over 300 companies and nearly 600 founders, including founder characteristics such as age, gender, education, firm
location, and prior work and startup experience. The study found several correlates with success- some reassuring, some surprising. First, he found that high-
performing investments tend to have at least one female founder, which is not surprising at all. The data also shows that younger founders and founders with
prestigious educational backgrounds or prior experience in large technology companies have a habit of to be more successful. There’s evidence that startup success
is somewhat geographically diverse, not limited to one place.
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Andruss, March 2016 has inscribed an article “THE MORE YOU KNOW THEM, THE LESS YOU’LL MAKE THEM” on mistakes that threaten Startups. He comes with
10 common mistakes 1. Not Preparing your life (Warm up with some Prelaunch training), 2. Confusing a product with a business, 3. Not paying for expertise, 4.
Ignoring Data, 5. Mounting too quickly, 6. Clinging to the wrong data, 7. Failing to delegate, 8. Thinking money solves everything, 9. Underestimating how long
sales take, 10. Fearing Failure. He advises to change the Mindset with positive thinking “You didn’t fail; you ran an experiment that will improve your next business”.
“Although it hurts a little bit each time, now you’ve learned something, and you can apply that lesson to move forward and make your business better.”
Solomon, Feb 2010 has conducted a case study “FROM STARTUP TO MATURITY” on employee creativity antecedents in high tech companies. The purpose of this
study “is to explore the differences in the organizational climate and personal context for creativity between mature companies and startup companies, and the
resulting differences in the level of experienced individual creativity between those companies”. This case study used a sample of 20 participants who worked for
both startup and mature companies, ‘and explored the differences in the participants’ experiences of creativity and the factors contributing to, or inhibiting
creativity. From his study he found that “individuals experienced higher degree of creativity in startup companies than in mature ones, that the organizational
factors conducive to creativity were perceived as higher in the startup companies, while the organizational factors inhibiting creativity were perceived as higher
in the mature companies, explaining the experienced higher degree of individual creativity in startup companies, and potentially explaining why startup companies
are more innovative than mature ones”. The study did not find significant differences in personal context factors between the two types of companies.

RESEARCH METHODOLOGY

SELECTION OF TOPIC

The topic selected for the present study “Startup”: Failure to Success”. This topic was selected to study various factors leading to failure of Startup companies and
to discuss on best possible solution to it. Most of young people started their career with Startups or started their own setup and failed due to some fundamental
mistakes and less focus on external factors. This main objective of the research to create awareness in young generation on certain points while choosing startup.
SELECTION OF SAMPLE

The sample selected for this study comprises 30 startups in the range of 1 to 10 years and above, who are already successful or “on roll”.

HYPOTHESIS

1.  HO- External risk factor cannot be a reason for startup Success.

H1- External risk factor can be a reason for startup Success.

2. HO- Founder need not have higher educational background and rich experience.

H1- Founder should have higher educational background and rich experience.

DATA COLLECTION

A.  Primary- Questionnaire consisting of 22 questions was used for collecting primary data.

B.  Secondary data was collected from books, journals, newspapers, company website and past work experience with startup.

ANALYSIS OF DATA
The data collected is presented in the form of tables and figures with discussion about each.
Appropriate statistical tools have been applied to analyze the data and test the hypotheses.

DATA ANALYSIS
TABLE 1: MAJOR BARRIERS FACED BY RESPONDENTS
S.NO. | Major Barriers n=21 | Percentage
1 a) Shortage of working Capital | 3 14
b) Forex risk 11 52
c) Internal Control 4 19
d) Technology 3 14
FIGURE 1: MAJOR BARRIERS FACED BY STARTUPS
Major Barriers
= Shortage of working Capital
= Forex risk
Internal Control
= Technology
DISCUSSION

Table 1 & Figure 1 shows most of the respondents have faced some major barriers like, Forex risk (52%), working capital issue (14%), Market risk (19%) and
changing Technology (14%) at the early stage of business. Most of the startup MNC face the major hurdle as forex risk management.

The results from Table 17 and Figure 3 fulfils the 1°t objective of the study which states that, “To determine the factors affecting success of many Indian IT startup
companies based in South Africa”.

In order to test hypothesis, statistical tools such as Karl Pearson Coefficient of Correlation was used and the R value came out to be 0.98. It means that the more
a company handle the forex risk in a proper approach, more they will be successful. This rejects the null hypothesis of hypothesis 2. Hence the alternative hypoth-
esis “External risk factor can be a reason for startup Success” is accepted.
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TABLE 2: KEY TO SUCCESS

S.NO. | Key strength n=21 | Percentage
a) Experience 9 43
b) Education 6 29
c) Capital 3 14
d) Cost Control | 3 14

FIGURE 5: KEY STRENGTH OF AN ENTREPRENEUR

Key Strength

= Experience
m Education
Capital

m Cost Control

DISCUSSION

Table 5 and Figure 5 shows 43% of respondents have given opinion that to become a successful entrepreneur a person should have good experience and 29% of
respondents believes a person having good educational background, strong will power and daring to face failure can become successful. Very few people believe
that a person should have adequate capital to become successful.

Marrion, May 2016 has also found in his research that “founders with prestigious educational backgrounds or prior experience in large technology companies have
a habit of to be more successful”.

The results from Table 19 and Figure 5 fulfils the 2" objective of the study which states that, “To make people aware that to become a successful entrepreneur
they should have core experience and good education background”.

In order to test hypothesis, statistical tools such as Karl Pearson Coefficient of Correlation was used and the R value came out to be 0.92. This rejects the null
hypothesis of hypothesis 2. Hence the alternative hypothesis “Founder should have higher educational background and rich experience” is accepted.

CONCLUSIONS

The conclusion of this study are being discussed in the light of the objectives. The first objective of this study was to determine the factors affecting success of
many Indian IT startup companies based in South Africa. The result of this study found many external factors which are ignored by most of the startup companies
to save cost and suffered failure. Through this study it can be suggested that external factors are equally or more important factors to become success. The second
objective was to make people aware that to become a successful entrepreneur they should have core experience and good education background. It can be
observed from this study and responds from different entrepreneurs that education and core experience is a crucial factor to become successful.

For entrepreneurs who have had rendezvous with failures, fighting and fighting back are par for the course. If you don’t fail, you won’t learn. The taste of success
is more delicious when you stand strong after you fail. The data shows many of the entrepreneur stick with their business even after many hurdles and finally taste
the success.

So what are the right reasons for becoming an entrepreneur? The answer is simple and may sound even trite, but it may be the best one ever “The best reason to
start an organisation is to make meaning to create a product or service to make the world a better place, don’t run after money, run to become successful- money
will come automatically”.

Quotes from some successful entrepreneur which can inspire and motivate many young entrepreneurs who are left out fearing the failure.

Amit Jain, cofounder, Ginarsoft, June 2007 has quoted, “Persistence and agility are the top qualities that entrepreneurs must process”.

Rajesh Yabaji, cofounder, BlackBuck, April 2015 has quoted, “Be smart to figure out what works and what doesn’t. Do not get too emotional during this journey”.
Rahul Singh, founder, The Beer Café, April 2012 has quoted, “Entrepreneurship is living a few years of your life like most people won'’t, so that you can spend the
rest of your life like most people can’t”.

REFERENCES

1.  Andruss, Paula (2016) “THE 10 MISTAKES THAT THREATEN STARTUPS” cited in “Entrepreneur”, 01633341, Mar2016, Vol. 44, Issue 3. http://web.a.ebsco-
host.com/ehost/pdfviewer/pdfviewer?vid=4andsid=99efd87c-1fef-4754-8fab-76c39f8ce29a%40sessionmgr4004andhid=4209 Accessed on 25 June 2016

2. Gerard Groenewegen and Frank de Langen (2012). “Critical Success Factors of the Survival of Startups with a Radical Innovation” cited in Journal of Applied
Economics and Business Research JAEBR, 2(3): 155-171 (2012). http://web.b.ebscohost.com/ehost/pdfviewer/pdfviewer?vid=8andsid=995f60e3-d030-493c-
b3d2-35df106509d7%40sessionmgri0landhid=115 Accessed on 25t June 2016.

3.  http://economictimes.indiatimes.com/small-biz/entrepreneurship

4.  RodKing, (2012) “Planning and managing disruptive business models for RFID-startups-The disruptor's arrow of time” copy rights to King; licensee Springer,
13t September, 2012. http://muxjournal.springeropen.com/articles/10.1186/2192-1121-1-5 Accessed on 25th June 2016.

5. Ronald K. Mitchell, J. Brock Smith and J. Robert Mitchell (2005) “Failing to Succeed: New Venture Failure as a Moderator of Startup Experience and Startup
Expertise” published in journal of Babson College in September 2005. https://fusionmx.babson.edu/entrep/fer/FER_2004/web-content/Section%201/P2/I-
P2_Text.html Accessed on 12t July 2016

6. Smriti R Sarangi, (2016) “WHY DO MOST INDIAN STARTUPS FAIL” an article in Journal Publication in IIT, Delhi http://www.cse.iitd.ac.in/~srsa-
rangi/startups.html Accessed on 26th June 2016.

7.  Tucker J. Marion (2016) “4 Factors That Predict Startup Success, and One That Doesn’t” was published in Harvard Business Review on May 03, 2016.
https://hbr.org/2016/05/4-factors-that-predict-startup-success-and-one-that-doesnt?utm_source=feedburnerandutm_medium=feedandutm_campaign=
Feed%3A+harvardbusiness+%28HBR.org%29 Accessed on 25 June 2016

8. Yoram Solomon, (2010) “FROM STARTUP TO MATURITY” presented in Partial Fulfillment of the Requirements for the Degree Doctor of Philosophy on 5t Feb,
2010. http://staticl.1.sqspcdn.com/static/f/1306413/16905891/1330655736360/Solomon+Dissertation+020510_Final.pdf?token=a9BGCFmM1rGOvVWS5FSTx
NA BXndgA%3D Accessed on 25t June 2016.

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT 23

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 7 (2017), ISSUE NO. 01 (JANUARY) ISSN 2231-1009

REQUEST FOR FEEDBACK

Dear Readers

At the very outset, International Journal of Research in Computer Application & Management (IJRCM)
acknowledges & appreciates your efforts in showing interest in our present issue under your kind perusal.

| would like to request you to supply your critical comments and suggestions about the material published
in this issue, as well as on the journal as a whole, on our e-mail infoijrcm@gmail.com for further improve-

ments in the interest of research.

If you have any queries, please feel free to contact us on our e-mail infoijrcm@gmail.com.

| am sure that your feedback and deliberations would make future issues better — a result of our joint effort.
Looking forward to an appropriate consideration.

With sincere regards

Thanking you profoundly

Academically yours

Sd/-
Co-ordinator

DISCLAIMER

The information and opinions presented in the Journal reflect the views of the authors and not of the Journal
or its Editorial Board or the Publishers/Editors. Publication does not constitute endorsement by the journal.
Neither the Journal nor its publishers/Editors/Editorial Board nor anyone else involved in creating, producing
or delivering the journal or the materials contained therein, assumes any liability or responsibility for the
accuracy, completeness, or usefulness of any information provided in the journal, nor shall they be liable for
any direct, indirect, incidental, special, consequential or punitive damages arising out of the use of infor-
mation/material contained in the journal. The journal, neither its publishers/Editors/ Editorial Board, nor any
other party involved in the preparation of material contained in the journal represents or warrants that the
information contained herein is in every respect accurate or complete, and they are not responsible for any
errors or omissions or for the results obtained from the use of such material. Readers are encouraged to
confirm the information contained herein with other sources. The responsibility of the contents and the
opinions expressed in this journal are exclusively of the author (s) concerned.

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

24




VOLUME NO. 7 (2017), ISSUE NO. 01 (JANUARY) ISSN 2231-1009

ABOUT THE JOURNAL

In this age of Commerce, Economics, Computer, |.T. & Management and cut throat
competition, a group of intellectuals felt the need to have some platform, where young
and budding managers and academicians could express their views and discuss the
problems among their peers. This journal was conceived with this noble intention in view.
This journal has been introduced to give an opportunity for expressing refined and
innovative ideas in this field. It is our humble endeavour to provide a springboard to the
upcoming specialists and give a chance to know about the latest in the sphere of research
and knowledge. We have taken a small step and we hope that with the active co-
operation of like-minded scholars, we shall be able to serve the society with our humble

efforts.

B 076 5

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE, IT & MANAGEMENT

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT I

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




