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Today entrepreneurship is more encouraging to the crowd compared to a decade back, 
all thanks to the startup culture prevailing around the world today. Startup is a term 
which has been heard since 1990’s and dot com era but they came to prominence 
around only a decade back. Now every other person who wants to start a business 
goes with startup model because they have more scope of disruption with a low cost 
of operation. Not all startups are a success; in fact more than success stories today we 
can hear failure stories of startups. This is because many don’t understand what a 
startup is and how it is different from other form of businesses. Innovation is the key 
factor for the success of startups and if you haven’t got your innovation right then 
your startup is going to fail. The concept of a startup is still vague to many because 
there is no proper sourceout there for defining a startup. This article is an attempt to 
define a startup and understand its concept. Along with that article also focuses on 
how the startup model of business is from other type of businesses and what is the 
relevance of startups in economic development. Article intends to give the right 
picture of a startup to make a better understanding on the term. 
KEYWORDS: economic development, entrepreneurship, disruption, innovation, 
start-ups 
 
1. Introduction 

Setting up an own business is a dream for many. With the growth in 
technology and introduction of internet numerous business ideas came into the 
mainstream. A little help from government also made it easy to make any business 
idea a reality. But in recent times i.e. for the last decade there was sudden growth of 
startup businesses which begin with small scale of operations and aim at focussing on 
a niche market with innovative products. Disruption has always been the focus point 
of startups because people demand for more convenience and easy access to 
products/services. But many of these startups vanish due to lack of innovation and 
many become a success due to the determination of entrepreneurs. It is important to 
realise that startups are different from other businesses and it is very easy to fail if you 
don’t have a clear vision about what you wants to achieve. 

Knowledge about startups among common man is seriously limited because 
we do teach entrepreneurship in schools but do not focus on startups and there 
features. Now many universities and research institutions are giving guidance to 
students who want to begin a startup and have an idea with them. But instead of 
limiting the startup education to limited students it should be taken to every one 
including senior most citizens because everybody should be aware of the business 
opportunities they have. In such a context more writings on startups and how they are 
a unique business model have got relevance. This article aims to give a basic 
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understanding of the term startup so that how it is different from other businesses and 
how they are important for an economy can be put forward. 
2. Statement of problem 

Startup is a term that is used every then and now for defining a newly started 
business. But are all new businesses a startup? A startup has its own unique features 
and you cannot call every new business a startup. Many time entrepreneurs fail to 
under what a startup is and how it should be differentiated from other businesses. 
Likewise whether a business always remains as a startup or with the passing of time 
and increase in scale of operations will the venture turn to become a company from a 
startup is also a debated question. All this points towards the requirement of a clarity 
in the definition of a startup and properly identify the features of a startup. Startups as 
a business model is an success because they have contributed a lot to the development 
of the economy they belongs to, but again how startups help in economic 
development is also a less discussed topic. Differentiating a startup from other 
businesses is tough but an attempt is essential to understand why startups are unique 
in the business world. 
3. Objectives 

• To define a startup and understand the concept  
• To describe the different features of a startup 
• To understand how startups are different from other small businesses 
• To examine the role of a startups in economic development 

4. Research Methodology 
The paper is prepared based on secondary data. The data has been collected 

from various published sources like reports, magazines, journals, newspapers and 
internet etc. 
5. Defining a Startup 

Startup is a term that has been doing rounds in the business world for past 
decade but it is extremely difficult to define what a startup is. Still looking into the 
features of a startup business it can be defines as: 
“Startups are relatively new companies who offer a unique product or service to their 
target customers. These companies may be technology or non-technology based.  
They have fast growing and efficient business model. They initially start with lower 
margin and will be small in size; they aim to make profit with their innovative 
business model and product” 

Concept of a startup can be easily understood from the above definition. 
Startups are relatively new business which gives importance to innovation and a 
unique product model which is different from the existing products. Most importantly 
startups can be technology based or non-technology based. When we hear about a 
startup the first thing that comes to our mind is that they are based on technology. It is 
true that growth of technology has paved the way for the growth of startups but not all 
of them are based on technology. An exclusive market segment of customers and 
marketing strategies based on such markets are also important for any startup.  

Another important aspect to be discussed in that whether a startup will remain 
as a startup itself through its life time. Every startup begins with a lower margin of 
operations and later on increases their scale once their product is a success. Once a 
startup becomes profitable it starts to come out of its startuphood. After to 3-5 years 
into the business any startup would have larger scale of operation, larger revenue 
(above $ 20 million), above 100 employees and more members in the board of 
directors etc. then startups will turn into a full-fledged company. For example “Uber” 
was found as a startup called “Ubercab” in 2009 at San Francisco and it was 
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originated from a simple idea of booking a ride through you mobile. Today is a 
multinational logistics company providing transportation facility in 785 metropolitan 
area’s worldwide. You can no more call Uber as a startup. 
6. Features of a Startup 

Startups have certain features which makes them unique and different. 
Understanding these features is important to know more about startups. Feature of 
startups are as below: 
• New business with no guarantee of profit 

Startups are relatively new business ventures which involve high risk in 
formation. Startups are riskier because there is no guarantee of success or profit. 
Customers may or may not like your product and you can never accurately predict the 
customer behaviour. So the risk factor is an important aspect of startups. 
• Disruptive in nature 

Disruption is key feature for any startup. When you are doing something in a 
different way than how they are done traditionally then that means disruption. The 
best example here is startups in financial technology that provide the same services as 
banks by unbundling them and focusing on each service separately. Disruption is 
want makes startups different from traditional organisations. 
• Importance to Innovation  

A startup whether based on technology or not, without innovation will never 
survive the race. 90% of startups fail due to lack of innovation. If the product you are 
producing is not innovative enough then there is no reason for customers to spend 
their money on it. Innovation is the only thing which can take your business forward 
and make your product a success. 

• Lower margin of operation and limited employees 
Normally any startup begins with a low margin of operations. Scale of operations is 
gradually increased depending on the growth of business. The number of employee 
used in a startup firm also will be limited. The median number of employees in a 
startup is 14 according to the studies. 
• Focus on niche market segment 

Startups focus on a particular segment of market who will be their target 
customers. The product and marketing will be according to the requirements of this 
particular segment. A startup cannot come up with a product for an entire market 
because of their limited operations. So focus will always be on a particular segment 
whose needs can be met by the startup. 
• Form of business 

A startup can be in the form of sole proprietor, partnership or company format. 
But usually in the beginning they are either sole proprietor firms by a single 
entrepreneur or partnership form where the partners are co-owners of the business. 
The form of business largely depends upon the nature of product and talent of the 
owners. 
• Adaptable to chances 

Startups have their organisation structure in such a way that they can easily 
adapt to the changes around them. Startups never go for complex organisation 
structure because changes are inevitable in case of startups. 
• Growth oriented 

Last and the most important feature is that startups are growth oriented in the 
sense they give a lot of importance to growth of business within a short period of 
time. Startups are always under the risk of wrapping up so with the help of 
accelerators and other supporting organisations startups try their maximum to growth 
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at a faster rate. Startups cannot take the risk of taking more time because by then they 
may be out of the race. 
7. Difference between startups and other small businesses 

Startups are always misunderstood for the smaller version of a large business. 
But that is wrong. Not all small business is a startup. There are a lot of factors which 
keep a startup different from an ordinary business. They can be explained as below: 

• Innovation is the key factor of any startup. When an entrepreneur comes with 
a new idea that is different from what is available today then we may call his 
venture a startup. When a businessman decides to do a business of anything 
that already exists then his venture cannot be termed as a startup. 

• Startups are always unique business ideas with high amount of risk. There is 
no guarantee that a startup will end up to be a success. Even small businesses 
are uncertain but definitely the risk factor is not as high as startups. 

• Disruption is the main aim of any startup business. Startups always want to do 
things in a different way than how it is already done. Ability to disrupt makes 
startups stand out among the other businesses. Any hotel can serve you tasty 
food but the same food may be served with a better taste by a mobile food van 
that can bring such food to your home. How different your business is from 
others is important. 

• Startups have a scalable business model. Startups always begin with a low 
margin of operations but latter on they intend to increase the scale of their 
business operations. Only startups which are scalable will survive and other 
gets closed down. Scalability is an important aspect of a startup but an 
ordinary business may not aim in increasing the scale of operation. 

• Startups are growth oriented rather than profit oriented. Any business has the 
ultimate aim to make profit. But the ultimate aim of a startup is to grow and 
expand. Startups believe revenue will follow if there is amble scope of growth. 

• Funding is also different for both startups and small businesses. Initially both 
have to depend on friends, family and other loans but later if a startup is 
successful then they can easy find additional fund from angel investors, 
venture capitalists and even Initial Public Offer. For small businesses finding 
additional capital can be a tough task. 

• The owner of any small business and startup, both are entrepreneurs. But there 
is huge difference in their will and vision. A business owner is more of a 
business man who wants profit but a startup entrepreneur has bigger aims than 
just earning profit, he always wants to take his dream project to another level. 

Only when you differentiate a startup from other businesses you will understand the 
real dimensions for starting a startup business.  
8. Role of startups in economic development 

Startups today have a greater role to play in economic development of 
developing as well as under developed countries. They open up lot of possibilities to 
explore different business ideas that are directly connected to the development of the 
economies where they exist. The role of startups in the development of various 
economies can be better understood as follows: 
• Startups lead to the growth of entrepreneurship 

With the creation of a new startup, a new entrepreneur is also born. More 
startups lead to more enterprises. With the increase in enterprises there will be direct 
growth in the entrepreneurship within an economy. With the growth of 
entrepreneurship there will be development in the overall business environment and 
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this is a positive factor for any economy. Entrepreneurship can bring income and 
better job prospects to any economy. 
• Startups create job opportunities 

Unemployment is a major issue faced by developing and underdeveloped 
economies. Startups are business enterprises which can create job opportunities. 
Today startups need manpower which can help them to take the business forward. In 
the case of technology startups there is high demand for IT professionals as well as 
Engineering graduates because they are experts at handling technology. Today we can 
see lot of management graduates also getting into startups field. 
• Creates a better competitive environment 

Startups create a healthy competitive environment within the economy. All 
those products which are imported from abroad can be made within the country and 
likewise the services which where normally provided by traditional service providers 
can be provided in a better way by startups. So startups always bring a new way of 
doing things and this introduces a new dimension to the competitive environment of 
the economy. 
• Leads to the technology growth of the economy 

Startups bring latest technologies in the different part of the world to the 
economy where they exist. This is something that only startups can do. Many time 
startups try to imitate the business models existing in the global business and as a 
result technologies which are used globally will be adopted by startups. This can 
directly impact the technological growth of the economy. 
• Increases the standard of living with better products and services 

Startups introduce new products and services with better quality to their 
customers. This will help the customers to use products of superior quality and will 
help in increasing their standard of living. Innovation is the key factor of any startup 
and startups use them to make products which are much needed by their target 
customers. 
• Positive impact on the GDP and Income 

Products produced by startups and services rendered by them forms a part of 
the gross domestic product of that economy. We know that GDP is the growth 
indicator of any economy and startups can add a lot to it. That is why developing and 
underdeveloped countries are giving more prominence to startups understanding the 
contribution they can make to the national growth and income. 
• Increases the contribution of educational institution in economic 

development 
Today there are many universities and educational institutions which function 

as an incubator for startups in their initial phase. Educational institutions today 
understand the importance of startups and are exclusively coming up different events 
and programmes that give new startups a chance to pitch for their products and find 
investors. So indirectly startups have helped to increase the role of educational 
institutions in economic development. 
9. Conclusion 

Starting a startup business can be very challenging. One should have a clear 
idea and vision before beginning a startup. Today there are many ways to make your 
startup dream a reality because government is taking extensive steps for supporting 
startups. Entrepreneurs can make use of all the opportunities available to understand 
about a startup because no matter what the product is, it is important to understand 
how a startup functions in order to make it a success. We have witnessed a lot of 
startup failures because people often confuse a startup with a normal business and 
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give less importance to the innovation factor. More attempts are required from the 
part of government as well as educational institutions to give everyone a common 
idea about beginning a startup. One should realize that if you have a unique idea 
targeting a particular market segment and you are sure about making that idea a 
reality then there is ample scope of growth for your idea in today’s world. 
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