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The present study is an effort to a wlyze the role ofstartups in contributing toPage Nrmber: 191/6 -19120 
economic development ofKamat ka region. The study is primarily based on Publica 'on Issue: 

April 2020 	 prim~ry d~ta and required d ta has. been . collected usi~g I structured 
questlOnnazre from the startup ompames whlch are estabhshl~d between 
2010-2017 in Karnataka region. sample of100 startup companies has been 
selected ~sing simp'le random s mpling. To determine the con~ibution of 
startups In economlC developme t the authors have used ANOVA technique. 
The results of t~e. stu~y h~s Frov d to the fact t'~at moderate ~1~m{)er ofstart
ups are competltlve In exlStlng m rket and the Job opportumtles provided by 
the startup companies are increa ing from time to time and these findings are 
confirming to the fact that star ups in Karnataka are contribJting to the 

Artide istory 	 development ofthe state. 
Article eceived: 24 July 2019 

Reviu : 12 September 2019 Keywords: startups, economic development, Karnataka's economic 
Accept d: 15 February 2020 development 
Public lion: 30 A Til 2020 

March 

domesti product and employment in the given 
I.INTRODUCTION country (Krajcik & Formanek, 2015). Further, the 

Our Country needs 10 million jobs a year 
and orldwide data shows that it is not the large 
enterp . ses only the startups, create net new jobs in 
any c?W1try(Bhutia,2016). Start-ups are established 
to ):.1'0/ ~n important role generating employment 
oppo~umty thereby boosting economic 
devcl 'pment. Presently, our country is passing 
throu h a fundamental shift with entrepreneurship 
and i ovation which in turn aids in job creation 
and resolving day after day problems. . The 
positi n of the state in economic development had 
set in motion to change with the initiation of the 
Indus 'al revolution(, consequently the recent 
mar<: t reforms encouraging individual enterprises 
have ed to higher economic growth in the country. 
Build ng a startup ecosystem is a valuable method to 
suppo regional innovations and improvement of 
busin ss environment along with securing growth of 

Pu.Jizrhed by: T71e Mattingle; Publishing Co.. Inc. 

contribu ion of startups and youthful b~lsinesses to 
employ ent opportW1ities involves rich dynamics 
(Decker Haltiwanger, Jalmin, & Midnda, 2014) 
.Startup are also the heart of innovatioJl and paves 
way to enhance employment creat~on in the 
econom (Bhutia,2016). They can also contribute to 
economi dynamism by encouraging innovation and 
inoculat ng 'competition 
(Didar,2 16).Controversially,with 40-5d percent of 
startups ying within five years of their ,inception, it 
is a do btful conclusion to assess th~ growth of 
econom on the basis of the hwnber of 
startups Tyagi,20 16). At this back drop! the present 
study i an attempt to comprehend ~ow far the 
startup companies contribute to th~ economic 
develop ent of Kamataka. As Kamatalca is one of 
the maj r startup hubs in South India lind it holds 

. number of startups in the coJntry next to 
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Del i and Mumbai, the present study has been 
con ucted in Kamataka. 

I1.ST ATEMENT OF THE PROBLEM 

Majority of the business startups exit within 
th~i first ten years, and most of the survlvmg 
yeu g businesses do not nurture as expected but 
rem . n small and on the other hand a very small 
port on of young fInns demonstrate preeminent 
gro h and contribute substantially to job creation( 
Decker, Haltiwanger, Jarmin, & Miranda, 2014).

lThe e has been very less number of research to 
sho the continuity of job opportunities offered by 
thE: tartups when they enter in to third or fourth 
year. Further startups are an important part of the 
econ my but it 's the "scale-ups" that actually have a 
imp rtant effect on the economy(Tyagi,2016).At 
thi :; ackdrop ,the present study is an attempt to 
dete ine the extent at which the startup companies 
have contributed to the econhmic development of 
Kall taka. 

1 
AIM OF THE ~TUDY 

The main objective of the research is to 
det(~ ine the contribution of startup companies to 
the e onomic development of Kamataka. 

RESEARCH METHDOLOGY 
The present study is based on primary data 

and e required primary data has been collected 
from \the startup companies \¥hich are established 
betw en 2010-2017. A sample of 100 startup 
comp nies has been selected using simple random 
samp ing. The researchers have used structured 

the ro e of startups in economit development of the 
state. The required data has ~een analyzed using 
SPSS. The researchers have considered the variables 
like status of job opportunities I in the startup, status 
of prdfit, status of return on Investment, status of 
sale:; turnover, contribution of startup to rural 
deve! pment and infrastructure development as the 
key d terminants in the contribution of economic 
devd pment of the state. 
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III.HYPOTHESES DEVELOP'ED 
I 

Null lhypothesis(HN I) : There IS n\o significant 
diffen nce between the age of the fobnders of the 
startu~ companies and the startups' cbnfiibution to 
the ec(, nomic development 
Null hypothesis(HN2): There IS n? significant 
differer-ce between the age of the start\Ip compames 
and its contribution to the economic d~velopment of 
the sta e. 
Null ypothesis(HN3): There is m) significant 
differe ~ce between number of emplh ees in the 
startup company and the startups ' contribution to the 
econor ic development 

IV DATA ANALYSIS & INTERPRETATION 

TABU NUMBER 1: ROLE OF ST~TUPS IN 
ESCAI ATING JOB OPPORTUNITIE~I 

I 
I 

Freque Valid Cumul~tive 
n~ LQercent [percent 

V N 6 6.0 6.0 
a E tent 
I LE SS 20 20.0 26.0 
I E) tent 
d M Dder 51 51.0 77.0 

at~ 

E~ ent , 

La ge 23 23 .0 100.0 
E x ent I 

To~l 100 100.0 i 
I 
I 

TABLE NUMBER 2: ROLE OF ST ~RTUPSIN 
DEVEq)PING INFRASTRUCTURE 

Freque Valid Cumulaijve 
ncy percent 'Jlercent 

V No 17 17.0 17.0 
a Ex ent 
I L e s 40 40.0 57.0 
I Ex~t 
d M o~er 31 31.0 88.0 

ate 
Extent 
Lar~e 12 12.0 100.0 
Exttnt I 

TQ! I 100 100.0 , 
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NUMBER 3: ROLE OF STARTUPS IN 
SERVICE RO RURAL AREAS 

Cumulative 

V 39.0 39.0 
a 

27.0 66.0 
I 

d 14.0 80.0 

20.0 100.0 

V 
a 

27.0 31.0 

d 48.0 79.0 

2l.0 100.0 

V 
a 
I 37.0 47.0 

d 42.0 89.0 

11.0 100.0 

a 
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1 , 
37 47.0 1 Le~s 37.0 

I Ext ent 
d Moder 45 45.0 92.0 


ate 

Ext~nt 
 . , 
Lar~e 8 8.0 100.0 

Ext~nt 


ITot:11 100 100.0 I 
TABLE NUMBER 7: STARTUPS ~SHOWING 
SUCCE~ SFUL SURVIVAL 

Valid Cumulative 
ncy 
Freque 

percent 

V 


percent 
4 4.0 4.0 


a 

No 
Ext Fnt I 

1 17 17.0 21.0Les~ 
I Ext~nt : 
d 76.0 


ate 

Ext nt 


Mo fer 55 55 .0 

I 
24.0Lar ~e 24 100.0 

Ext nt 
Tot 1 100 · 100.0 

TABLE NUMBER 8: STARTUPS ~~HOWING 
COMPE' rITIVENESS IN EXISTING MJ.\RKET 

Freque Valid Cumulative 
ncy percent Qercent 	 I 

i5 5.0 5.0 
a 
V No 

Ext nt. ! 

I 8 8.0 13.0 	 ILes 
I Ext nt : 
d 56.0Mo er 56 69.0 

ate 
Ext nt 
Lar e 31 31.0 100.0 

I 

Ext nt 
iTot 1 100.0100 1 

TABLE NUMBER 9: CONTRIBujnoN IN 
INCREA~ING THE PER CAPITA INCOME 

I 
Freque 
ncy 

Valid 
percent 

Cumulative 
i 

percent I 

V No 16 16.0 16.0 
a Ext( nt 
J Les~ 24 24.0 40.0 
I Ext( nt 
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I~ 
Ii ... gin ee 

d Moder 
ate 
Extent 
Large 
Extent 
Total 

47 

13 

100 

47.0 

13.0 

100.0 

87.0 

100.0 

D pAdj IF
F Adj SS MS Value Value 
3 0.9903 0.3301 1.16 0.329 

96 27.287 0.2842 
7 

Total 99 28.278 
o 

It is very evident from above Table Number 
10 that p value is >0.05 and hence the null 
hypo hesis is accepted and there is no significant 
difje ence between the age of the founders of the 
sta1tur company and the startups' contribution to 
the eqonomic development 
TAB ' E NUMBER 11:ONE-WAY ANOVA: 
CON RlBUTION TO ECONOMIC 
DEV LOPMENT VERSUS AGE OF THE 
CO. ANY 

D Adj Adj F- p-
F SS MS Value Value 
5 2.726 0.5452 2.0r 0.085 

age 
Error 94 25.55 0.2718 

2 
Total 99 28.27 

8 

It is v ry evident from above Table Number 11 that 
p val e is >0.05 and hence the null hypothesis is 
accc-p ·ed and there is no significant difference 
betwe n the age of the company and the startups' 
contri ution to the economic development. 

TAB E NUMBER 12 :ONE-WAY ANOVA: 
CON RlBUTION TO ECONOMIC 
DE\, LOPMENT VERSUS NO EMPLOYEES IN 
STA UP 
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D Adj F- ' p-
Source 

Adj 
F SS MS V,\lue Value 

No 3 1.796 0.5986 2.17 0.097 
empl~ees 

Error 96 26.48 0.2759 -
2 , 

Total 99 28.27 
8 , 

It is very evident from above Table Number 
12 t at p value is >0.05 and he~1ce the null 
hypoth sis is accepted and there is nb significant 
differe ce between number of emplqyees in the 
startup ~ompany and the strutups' contrl,bution to the 
econon ic development 

, .IMPLICATIONS OF THE STUDY 

1 he present study has successfu'lly achieved 
an ove all understanding about the I startups in 
Kamat(lll<a region The results of the study has proved 
to the act that moderate number of i start-ups is 
comper ive In eXIstIng market ahd the job 
opporturities provided by the startup coimpanies are 
increasirg from time to time and these fi~dings were 
validate~ by Naude (2008) where it wa$ claimed in 
the stu( y that entrepre~eurship ha~ a fons~ctive 
impact n an economy In terms of Job creatIOn and 
In mcre sing competition. 

urther,the results of the study l~as revealed 
that the actors like age of the company land number 
of empl pyess in the firm doesnot show ~ significant 
relatiom hip with the perfolmance ind!icators like 
Consist{ ncy in profit, Consistency in Sales turnover 
and Copsistency ill return on investment. The 
findings of the study are synchronizeid with the 
study Ct nducted by (Lussier and Connan, 1996) 
who ha\ e stated that younger the age rr)ore will be 
the risk of failure. The overall results cif the study 
implies Ihat the startups in the KamatakA region are 
reasonal: ly contributing to the economic 
developrpent of the state and based on the findings 
of the st dy, the researcher emphasizes trat startups 
in the s1< te have more potential and likel ~hood grow 
in future 
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