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THE ESSENCE OF STARTUP:
FACTORS OF SUCCESS AND FAILURE

Bohdan L. Kovalov', Anastasiia S. Karepina?, IThor O. Ponomarenko?

1t was analysed bibliographical data for the ‘startup’ subject domain using publications indexed by Scopus in 2012-2022. It was
observed a significant increase in research interest in the topic of startups, which indicates the growing importance and relevance of
this field. It was defined the countries-leaders in research on startups which are the United States and China (24.1% and 21.5% of the
total number of publications respectively). Also, it was found out the main research subject area on startups is Engineering (22.5%
of the total number publications) followed by Computer Science (12%), and Business, Management and Accounting (10.2%). It was
designed the «startupy co-occurrence network, that contains 191 keywords, grouped into 4 clusters. It was conducted the comparative
analysis of the startup and traditional business by such criteria as: risk and innovation, ability to change, ability to improve, invest-
ment, scalability, business strategy, time to market, impact on the market, intellectual property. It was suggested to divide the main
factors of the startups failure into 5 types by character of issues facing a startup owner such as: marketing, finance, skills, experience,

and attitude, legal and regulatory issues, product and business model issues.
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Statement of the problem. Research on the problem in
today’s world, saturated with rapid technological changes
and instability, lead the concept of “start-up” to become
key and important for understanding the essence of entre-
preneurship and innovation. A start-up is not just a manifes-
tation of entrepreneurial enthusiasm, it is the embodiment
of ambition, creativity, and courage that come together to
turn ideas into reality. This category of businesses not only
affects the economy but also has a profound effect on the
culture of entrepreneurship and the way we perceive and
interact with the world around us.

In the ever-evolving business environment, startups are
driving innovation and breakthrough technologies. They
push the boundaries of conventional business models and
change entire industries. Understanding the nuances that
differentiate startups from traditional small businesses is
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important to analyzing the complexities of their successes
and failures. This article examines three key aspects: the
comparative characteristics of startups and traditional
small businesses, the factors that lead to the failure of
startups classified by problems, and the factors that con-
tribute to the success of startups in a competitive business
environment. It is important to understand what exactly
makes a start-up so unique and gives it a powerful reason
to achieve great results.

Analysis of recent research and publications. The
latest research and publications reveal new depths in the
understanding of the essence and phenomenon of start-
ups. In recent years, the approach to this topic has become
more systematic and complex, considering various aspects
affecting the development of this type of entreprencur-
ship. Maria Minniti [1] supports interest in the role of risk
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in start-up activities in, which found that entrepreneurs
who are willing to take risks have higher chances of suc-
cessfully implementing innovative ideas. The important
influence of investors on the development of start-ups is
emphasized in the study of P. Gompers, W. Gornall, and
S. Kaplan [2]. They state that, in addition to financial sup-
port, investors bring valuable experience and connections
that contribute to the success of a start-up. The study of the
entrepreneurial ecosystem, in particular the role of incuba-
tors and accelerators, helps to understand the importance
of creating a supportive environment for start-ups. Colin
Mason’s, and Dr. Ross Brown’s article [3] highlights how
these structures can help entrepreneurs find resources and
increase their chances of success. A similar conclusion is
made by Del Sarto, Cazares, and Di Minin [4]. They point
out that the diverse range of external knowledge sources
offered by accelerators proves advantageous in various
innovation outcomes, thus making a valuable contribution
to the existing literature on accelerators. Stam, and Van de
Ven found that the prevalence of fast-growing firms in a
specific region is strongly correlated with the quality of its
entrepreneurial ecosystem [5]. A study conducted by Del
Bosco, Mazzucchelli, and Chierici highlights that varia-
tions in demographic characteristics of entrepreneurs corre-
spond to different levels of importance of the local contex-
tual factors studied in facilitating the creation of innovative
startups [6]. Diaz-Santamaria and Bulchand-Gidumal [7]
conclude that there are four key factors that significantly
affect the measurement of success in two different ways:
the location of the startup, the level of commitment of pro-
motion partners, the age of the company, and the presence
of non-promotion partners. Prommer, Tiberius and Kraus
[8] argue that most startups seek to develop the leadership
skills of their employees, as well as use external support.
Overall, recent studies and publications shed new light on
key aspects of start-ups, paying attention to the role of risk,
the importance of investors, and interactions in the entre-
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preneurial ecosystem. They contribute to a deeper under-
standing of this phenomenon and reveal opportunities for
improving the development of innovative enterprises.

Analyzing scientific works indexed by the Scopus
database, it was found that in the period from 2012 to
2022 the database includes 14,917 documents containing
the “startup” keyword.

According to Figure 1, in 2012, the database included
890 works with the keyword startup, and already in 2022,
the number of such works reached 1,975 works, which
indicates a growth rate of 221.9% over these two periods.
This dynamic shows the growing interest of researchers
and scientists in the topic of startups.

According to Figure 2, for the analyzed period from
2012 to 2022, the largest number of works was written in
the USA — 3,817, which is 24.1% of the total number of
works for the analyzed period. The next country in terms
of the number of documents is China with 3,413 indexed
documents, which is 21.5%. The third country is Germany
with 825 written works, which is 5.2% of the total number.
In total, the three leading countries account for 50.8%.

According to Figure 3, the largest number of works
was written in the subject of Engineering — 6,791 works or
22.5% of the total number, which indicates the high inter-
est of scientists and researchers in this field to pioneers.
The second subject in the context of which startups are
mentioned in works is Computer Science — 3,614 works or
12.0%, and this is not surprising, because most of the prod-
ucts developed by startups are software. And the third sub-
ject area is Business, Management and Accounting with
3,078 jobs indexed, or 10.2% of the total number of jobs.

It was analysed English-language publications for
2012-2022. The data set contains 1,829 articles in peri-
odical scientific journals indexed by the Scopus database
on startups by the ‘Business, management, and account-
ing’ subject area. The co-occurrence network was also con-
structed using the VOSviewer software. The co-occurrence
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Figure 1 — Number of documents by year indexed by Scopus

Source: developed by the authors based on Scopus data
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Figure 2 — Documents by country indexed by Scopus

Source: developed by the authors based on Scopus data
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Figure 3 — Documents by subject area indexed by Scopus

Source: developed by the authors based on Scopus data

of the ‘startup’ network includes 191 keywords, which are
grouped into five clusters (Figure 4).

Figure 4 illustrates the results of the keyword analy-
sis conducted in academic papers related to startups. The
chart provides a visual representation of the distribution
and prevalence of specific keywords found in the analysed
literature. This analysis provides valuable insights into
the main themes and areas of focus in the field of startup
research.

Formation of the objectives of the article (task state-
ment). The aim of the article is to systematize the available
information on: the differences between a startup and a tra-
ditional business, factors of failure and success of startups.

Summary of the main research material. In the mod-
ern business world, the concept of “start-up” is recognized
not only as a term but also as a phenomenon that deter-

mines the direction of innovative entrepreneurship. Con-
stant changes in technology, consumer preferences, and
market competition make start-ups an extremely relevant
object of research. The research conducted by Maria Min-
niti [1] sheds light on the crucial role of risk in the creation
and successful development of start-ups. The author ana-
lyzes how entrepreneurs who are willing to take significant
risks tend to achieve remarkable results. The findings of
this study emphasize that risk is an essential component for
achieving success in this type of entrepreneurship.

Modern examples of successful start-ups demonstrate
the reflection of theoretical concepts in practice.

For Ukraine, this business concept is relatively new,
but the startup movement is rapidly gaining popularity.
According to the joint study conducted by Dealroom with
Google for startups, Atomico and Credo named Central and
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Figure 4 — Analysis of keywords in scientific works

Source: developed by the authors

Eastern European Startups in 2022. More than 600 startups
were founded in Ukraine, in 2022 all startups in Ukraine
were estimated at 23.3 billion euros [10].

Despite the difficulties, high unpredictability, and riski-
ness of startup entrepreneurship, practice shows that it is

possible to create and implement a startup in Ukraine that
is potentially capable of becoming a global company. It is
unfortunate that, as a rule, the founders and investors of
such startups subsequently register their business outside
of Ukraine, for example, in the USA, where their rights are

Table 1 — Top-10 most successful startups

s Country | Market
Startup Name Description of the startup of Origin | Cap Bn
Technology company known for developing popular social media platforms, such as
ByteDance | TikTok and Douyin, which enable users to create and share short videos with a global CN 2250
audience.
Aerospace company that focuses on developing advanced rockets and spacecraft with the
SpaceX AT . S usS 137,0
goal of revolutionizing space exploration and enabling interplanetary travel.
SHAIN Fashion and beauty startup that utilizes artificial intelligence and visualization SG 66.0
technology to provide personalized recommendations for makeup, hairstyles, and styling. i
Stripe Technology company providing secure and convenient payment solutions for Us 50,0
e-commerce businesses
Databricks Data analysls company offering tools and platforms for processing large volumes of data Us 430
and executing analytical tasks.
Canva Onl_lne de.51gn platform empowering user to create professional graphic materials without AU 40.0
design skills.
Revolut Financial startup offering d1g1Fa1 banking services, international transfers, currency UK 33.0
exchange, and investment options.
Epic Games Game developer and publisher known for titles like Fortnite and supporting gaming Us 315
platforms
Fanatics Sports retail company selling apparel, equipment, and memorabilia from various sports US 31,0
OpenAl Al res;arch laboratory focused on developing advanced Al technologies for safe and Us 20,0
accessible use.

Source: compiled by authors based on [9]
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best protected by law. As a result, most companies develop
abroad, and Ukraine remains the largest player in the IT
outsourcing market in Eastern Europe. The development
of the national ecosystem of startups largely depends on
the implementation of legislative changes, starting with
the optimization of taxation, providing companies with tax
benefits, and ending with guarantees of protection against
illegal interference by law enforcement officers. While
there are no such guarantees, the contribution of success-
ful startups to the country’s economy is expressed only in
improving its international image [11].

The study [2] reveals the importance of investors in
the growth of start-ups. The authors examine contracts
between entrepreneurs and investors, demonstrating that
financial support is combined with valuable experience
and connections that contribute to success. These insights
provide a basis for understanding the significance of inves-
tors in shaping and supporting start-ups.

Even though a startup is a fundamentally different type of
business from a traditional small business, they are very often
confused with each other even by potential entrepreneurs
themselves. A traditional business project can also be very
successful, promising, and profitable, but it develops mainly
by copying already existing ideas and business models, while
a startup develops due to its innovation. To clarify the key
differences between startups and other types of small business
projects Table 2 provides a general comparative overview
between start-ups and traditional small business projects,
highlighting their differences and common features.

The analysis of the practice of small innovative entre-
preneurship in Ukraine and abroad shows that almost 80%
of the bankruptcies and liquidations of small innovative
projects and enterprises are caused by mistakes in their
management. Startups can fail for various reasons, and
the literature provides insights into these factors. Here are
some common reasons for startup failure along with refer-
ences to the literature used [12—16]:

— lack of or no market need — startups may fail if they
don’t address a real market need or fail to pivot according
to changing market demands [12; 13];

— insufficient capital or failed / inability to raise capi-
tal — inadequate funding can hinder growth and product
development, leading to failure [12; 13; 14; 15; 16];

— poor management and leadership — weak leadership,
mismanagement, and lack of experience can contribute to
a startup’s downfall [12; 14];

— competition and market dynamics — fierce competi-
tion and failure to differentiate from existing solutions can
lead to failure [12; 13];

— product-market fit issues — failure to align the product
with the market’s needs and preferences can lead to a lack
of user engagement and adoption [12; 13; 15];

— scaling challenges — premature scaling or inability
to handle rapid growth can strain resources and infra-
structure [12];

— ignoring customer feedback — not listening to cus-
tomer feedback and failing to iterate based on it can result
in product irrelevance [12; 14; 16];

— legal and regulatory issues — non-compliance with
regulations or legal challenges can disrupt operations and
lead to failure [12; 13; 15];

— lack of business model — a sustainable and profitable
business model is crucial; startups without clear monetiza-
tion strategies can struggle [12; 13];

— team dysfunction, not the right team, weak team or
disharmony among team / investors — internal conflicts,
poor collaboration, and lack of talent can hinder a startup’s
progress [12—-16];

— Burned out / lacked or no passion for the market [13; 14].

It is suggested to divide aforementioned factors into
5 types by character of issues facing a startup owner as
follows (Table 3).

Challenges arise for startups due to their immersion in
uncharted market territories, leading to significant risks in
how their products are perceived by the market. Moreover,
in the initial stages of these projects, the inherent com-
mercial potential of the idea and the undeveloped business
model create limitations in employing conventional finan-
cial and economic evaluation methods. Essentially, assess-
ments of startups in their preliminary and early phases

Table 2 — Comparative characteristics of startup and traditional small business

Characteristic Startup

Traditional small business

Risk and innovation | Focused on risky, innovative ideas

Typically employ traditional approaches

Ability to change market

The accelerated pace of change in response to the

Respond to changes more slowly

Ability to improve Use the ‘Lean Startup’ methodology

Usually, improve gradually

Investment Attract investors for growth

Often funded by the owner’s own capital

Scalability Have potential for rapid scaling

Often limited to a regional scale

Often have an exit strategy in mind, such as

Business strategy acquisition or initial public offering (IPO)

Focus on long-term sustainability and profitability

Typically aim to launch their products or services
quickly and iterate based on customer feedback
Have the potential to disrupt existing markets or
industries with innovative solutions

Often prioritize the protection and utilization of
intellectual property, such as patents

Have a longer time to market due to established

Time to market .
processes and operations

Impact on the market Often operate within established market frameworks

Intellectual property Have fewer intellectual property considerations

Source: compiled by authors based on [1-11]
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Table 3 — Main factors of the startup’s failure by types of issues

Type of issues

Factor of failure

lack of or no market need

competition and market dynamics

got outcompeted

product-market fit issues

Marketing lack of product-market fit
ignoring customer feedback
failure to find unsolved customer pain
reluctance to get feedback on prototypes
. insufficient capital or failed / inability to raise capital
Finance

ran out of cash and ignoring cash burn

poor management and leadership

burned out or lacked passion

Skills, experience, and attitude no passion for the market

lack of skills needed to win

team dysfunction, not the right team, weak team or disharmony among team / investors

Legal and regulatory

regulatory / legal challenges or problems

lack of business model

Flawed business model

Pricing / cost issues

Product and business model —
Product mistimed

Poor product

scaling challenges

Source: composed by authors based on [12—16]

rely heavily on qualitative factors rather than quantitative
metrics. Consequently, these qualitative evaluations neces-
sitate the involvement of experts and consultants. How-
ever, these external evaluators do not always approach
the assessment of a startup’s development prospects with
complete objectivity, impartiality, and a deep understand-
ing. Investors, too, often make similar errors in judgment
when deciding on investments. Numerous instances exist
where seasoned experts rejected innovative business ideas,
only for these concepts to later transform into globally suc-
cessful companies.

It is obvious that it is difficult to formalize all the
success factors of startups clearly and unambiguously.
However, it is possible to single out the most important
universal potential components that must be considered
when launching a startup. Effective implementation of
startups requires the presence of several important pre-
requisites [2-5; 7; 8]:

— idea and innovation — a successful startup must be
based on an original idea or an innovative approach to an
existing problem or market need;

— market research — before implementing a startup, it is
necessary to conduct in-depth market research, and deter-
mine the target audience, its needs, and the competitive
environment;

— team — a successful startup requires a cohesive and
skilled team that has diverse experience and expertise to
tackle different challenges;

— business plan — a carefully developed business plan
helps define the development strategy, financial plans, and
risks of the project;

14| 1SSN 1726-8699

— funding — the availability of sufficient funds for the
initial stage of development is a key factor. This can be
equity capital, investments from angels, or venture capi-
tal funds;

— minimum viable product (MVP) — the first version
of the product should be minimal but functional to test the
hypothesis and get user feedback;

— marketing and sales — marketing and sales strategy
helps to attract customers, popularize the product, and
ensure its growth in the market;

— flexibility and improvement — a startup should be
ready to change and improve based on user feedback and
data analysis.

Conclusions. The essence of a startup lies in its inno-
vative idea, which addresses a problem, fulfills a need, or
disrupts an existing market. Startups are characterized by
their agility, adaptability, and willingness to take risks.
Founders demonstrate a strong entrepreneurial spirit,
embracing resource constraints and driving their vision
forward. Many startups aim to disrupt established markets,
fostering competition and innovation. With the potential
for rapid growth, startups often follow a lean approach,
iterating on their ideas through feedback and testing.
Engaging with ecosystems and building effective teams
is essential for a startup’s journey. Despite the challenges,
startups embody the journey of turning an idea into a tan-
gible reality, contributing to technological progress and
economic development. If we talk about Ukrainian start-
ups, they offer diverse opportunities across sectors like IT,
agriculture, and healthcare. The country’s skilled tech tal-
ent, lower operating costs, and growing investment eco-
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system contribute to its appeal. However, challenges like
political instability and bureaucracy exist. With the right
support, Ukrainian startups have the potential to thrive
on the global stage. However, startup failures often stem
from inadequate market research, poor team dynamics, and
a lack of clear value propositions. Additionally, success-
ful implementation involves thorough planning, adaptable
strategies, and a deep understanding of customer needs.
By addressing these factors, startups can increase their
chances of sustainable growth and success.
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CYTHICTDb CTAPTAIIY: ®PAKTOPHU YCIIIXY TA HEB/IAY

Bornan Jleoninosuy Koaabos!, Anacracisi CepriiBua Kapenina?,
Irop OnexcangpoBuu [lonomapenko®

Y emammi 6yno npoananizosano 6ionioepagiuni oani npedmemnoi obnacmi «cmapmany 3 UKOPUCMAHHAM RYOIIKayill, IHOeKco-
sarux Scopus 3a 2012-2022 poxu. Cnocmepieacmuvcs 3HAUHe 3pOCMANHA OOCTIOHUYLKO20 THmMepecy 00 memu Cmapmanis, wo ceio-
YUMb NPO 3POCMAIONY 8AXHCIUBICIb Ma akmyanvHicmy yici chepu. Kpainamu-nioepamu oocnioxcens cmapmanie susnaveno CILIA ma
Kumaii (24,1% ma 21,5% 6i0 3azanvroi kinekocmi nyonikayiti 8ionogiono). Takodic 3’cy6anocs, w0 0CHOBHOI MEMAMUKOK O0CIi-
Odicenns cmapmanie ¢ indcenepis (22,5% 6io 3aeanvhoi kinbkocmi nyonikayiti), 3a nero tidyms xomn tomephi nayxku (12%) ma 6isnec,
ynpaeninna ma o6nix (10,2%). Byno pospobiaeno co-occurrence-mepesicy «cmapmany, axka micmums 191 kniouoge cnoso, 3epynosane
6 4 knacmepu. Byno nposedeno nopienanbhuil ananiz cmapmany ma mpaouyitino2o OizHecy 3a Mmakumu Kpumepisamu sK: pusux ma
iHHOBAYTIIHICMYb, 30aMHICIb 00 3MIH, 30AMHICMb 00 00CKOHANEHHS, THeecmuyii, macumabosanicmy, OizHec-cmpamezis, 4ac 6UxXooy
HA PUHOK, BNIUE HA PUHOK, [HMENEeKMYanbHa énachicme. byno 3anpononosano po30inumu 0CHO6HI YUHHUKU He80ayl cmapmanie Ha
5 munie 3a xapaxmepom npobnem, sKi NOCMarOms neped 61ACHUKOM CIApPMany, makux sK. MapKemune, iHancu; HasuuKu, 0oceio i
CMABNIEHHs, NPABOGI MA HOPMAMUBHI NUMAHHSL, NUMAHHA NPOOYKMY ma 6i3Hec-mooeii.

Knrouogi cnosa: cmapman, innosayis, nionpueMHuymeo, paxmopu.
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