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Abstract

Startups, as innovative and fast-paced entities, play a crucial role in economic development and job creation. These
businesses, by offering creative and technological solutions, can meet new market demands and contribute to
economic growth and dynamism. However, the high failure rate of startups indicates serious challenges in their
management and performance. Accordingly, the aim of this research is to identify and prioritize the factors leading
to startup failures and to propose appropriate strategies to overcome these challenges. In this study, first, by
reviewing 45 reputable articles on startups, key failure factors were identified. These articles were collected from
various sources such as scientific databases, specialized journals, and reputable conferences and analyzed using
Atlas.ti software. In the next stage, the Analytic Hierarchy Process (AHP) technique was used to prioritize these
factors. Subsequently, a hierarchical structure was designed, including the goal (identifying and prioritizing startup
failure factors), options (identified main factors), and criteria (determined based on sub-factors). Then, using the
pairwise comparison matrix, the relative importance of each option and criterion was assessed. At each step, the
inconsistency ratio remained within the acceptable range, below 0.1. The final weighting results showed that poor
and inefficient management with a weight of 0.366892, insufficient financial resources with a weight of 0.221917,
and technical problems and an inappropriate team and lack of innovation with a weight of 0.196686 are the most
important factors leading to startup failures, respectively. Market problems and legal issues also ranked lower with
lesser weights. These results highlight the importance of effective management, adequate financial resources, and
strengthening the technical team and innovation. Finally, based on the results, appropriate strategies were proposed
to address each of these factors.
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Today, with the increase in global competition
and rapid technological advancements, the role
of start-ups as drivers of innovation and
economic growth has become more prominent
than ever. Start-ups, with their inherent ability
to quickly adapt to market changes and
introduce novel solutions, are crucial for
fostering a dynamic and resilient economy.
However, despite their potential, start-ups face
a high rate of failure. This underscores the
importance of understanding the underlying
factors that contribute to their success or
demise. The main objective of this research is to
identify and prioritize the factors that lead to the
failure of start-ups and to propose effective
strategies to mitigate these risks. By addressing
these critical issues, we aim to provide valuable
insights that can help entrepreneurs, investors,
and policymakers support the growth and
sustainability of start-ups.

The purpose of this research is to identify and
prioritize the factors contributing to the failure
of start-ups using a comprehensive and
systematic approach. To achieve this, we
adopted a mixed-method research design,
integrating  qualitative and  quantitative
methods. Initially, an extensive literature
review was conducted, examining 45 scholarly
articles from reputable journals and conference
proceedings. These articles were selected based
on their relevance to start-up dynamics and
failure factors. The qualitative analysis was
facilitated by Atlas.ti, a powerful tool for coding
and categorizing key themes and concepts from
the literature. This process resulted in the
identification of a broad range of factors
categorized under management, financial
resources, technical and soft issues, market
problems, and legal challenges. Following the
qualitative phase, we employed the Analytic
Hierarchy Process (AHP) to prioritize these
factors. AHP is a structured technique for
organizing and analyzing complex decisions,
based on mathematics and psychology. In this
study, a hierarchy was developed, starting from
the goal of identifying critical failure factors,

through to main criteria and sub-criteria. They
compared the identified factors in pairs, based
on their relative importance. The data collected
through these pairwise comparisons were then
processed using AHP to calculate the weights of
each factor, indicating their relative importance
in contributing to start-up failure.

First, the initial list of factors affecting the
success and failure of start-ups was
systematically refined through qualitative
analysis. The resulting categories included
weak management, insufficient financial
resources, technical and soft issues, market-
related problems, and legal hurdles. Within
these broad categories, specific sub-factors
were identified. For instance, weak
management encompassed inadequate
planning, poor human resource management,
financial mismanagement, and flawed strategic
decision-making. Insufficient financial
resources included lack of initial funding,
inadequate investment, and failure to secure
additional capital. Technical and soft issues
were characterized by a lack of expertise,
frequent technical problems, and an inability to
innovate. Market-related problems involved an
absence of a suitable market, incorrect pricing
strategies, and ineffective marketing. Legal
hurdles included restrictive regulations, issues
with registration and licensing, and failure to
protect intellectual property rights.

The results from the AHP analysis revealed that
weak management was the most significant
factor contributing to start-up failure, with the
highest weight. This was followed by
insufficient financial resources, technical and
soft issues, market-related problems, and legal
hurdles in descending order of importance.
Within the category of weak management,
inadequate planning and poor human resource
management were identified as the most critical
sub-factors. The findings underscore the need
for start-ups to focus on robust planning,
effective team management, and strategic
decision-making. Ensuring that there are clear,
achievable short-term and long-term goals,
along with contingency plans for potential
crises, is crucial. Regular monitoring and
evaluation of progress against these goals can
help in early identification and mitigation of
risks. The final weighting results showed that
poor and inefficient management with a weight
of 0.366892, insufficient financial resources
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with a weight of 0.221917, and technical
problems and an inappropriate team and lack of
innovation with a weight of 0.196686 are the
most important factors leading to startup
failures, respectively. Market problems and
legal issues also ranked lower with lesser
weights. These results highlight the importance
of effective management, adequate financial
resources, and strengthening the technical team
and innovation. Finally, based on the results,
appropriate strategies were proposed to address
each of these factors.

For insufficient financial resources, the study
highlighted the necessity of having a
comprehensive financial strategy. This includes
accurate budgeting, continuous monitoring of
cash flow, and the ability to attract and retain
investors. Start-ups should aim to diversify their
funding sources and create compelling financial
plans to secure investments from various
channels, including venture capital, angel
investors, and crowdfunding. The results also
pointed out the importance of having a skilled
financial management team to navigate through
financial challenges effectively. In the realm of
technical and soft issues, the research
emphasized the importance of having a
technically proficient team capable of
addressing and resolving technical problems
promptly. Continuous investment in research
and development (R&D) and staying abreast of
technological advancements are vital for
maintaining a competitive edge. Implementing
robust support systems and regular updates can
prevent many technical issues from escalating
into critical problems. Market-related problems
were primarily associated with the failure to
correctly identify and target the appropriate
market segment, pricing strategies, and
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