Startup Failure Reasons, Risk Mitigation,
Pivoting & Exit Options

1. Why Do Startups Fail?
High Failure Rate
e ~90% of startups fail.
e 8 out of 10 shut down within 18 months.

Complex Causes
e Startup failure is rarely due to a single reason.
e It results from a combination of:
o Market issues
Financial mismanagement
Strategic errors
Competitive pressures
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Importance of Understanding Failure
e Helps startups build resilience
e Leads to smarter decision-making and better investments

2. Market & Financial Failure Reasons
Top Contributors to Startup Failure

e 38%: Run out of money / unable to raise funding
35%: Build products with no real market need
19%: Broken or unsustainable business model
20%: Competition
15%: Pricing issues
8%: Poor product quality

Key Categories
e No Funding
e No Market Need
e Bad Business Model
e Other Reasons

3. Financial Mismanagement: The Silent Startup Killer



Running Out of Money
e 34% of failures happen due to cash exhaustion.

Common Pitfalls
e Overestimating future revenue
e Poor budgeting
e Scaling too fast
e Serious cash flow problems

Critical Survival Factors
e Strong cash flow management
e Raising additional capital on time
e Financial planning and discipline

4. Risk Mitigation Strategies for Startups
1. Proactive Market Validation

e Use MVPs

e Continuous customer feedback

e Validate demand early

2. Tight Cash Flow Management
Underspend

Outsource non-core activities
Plan for multiple funding rounds
Extend runway strategically

3. Build a Balanced Team
e Combine diverse skKills:
o Technical
o Marketing
o Management

4. Monitor Market & Competition
e Track competitive landscape
e Study market timing
e Adapt strategy quickly



5. Pivoting: When & How to Change Course
Definition
Pivoting = Making a fundamental change to:

e Product

e Business model

e Target market

Based on new learnings and insights.
Signs You Should Pivot
e Poor product—-market fit
e Stagnant or declining growth
e Customer feedback showing unmet needs

Famous Successful Pivots
e Twitter — Originally “Odeo” (podcast platform)
e Instagram — Originally “Burbn” (check-in app)

Unsuccessful Pivots
e Poorly executed pivots contribute to 6% of startup failures.
e Must be data-driven and validated.

6. Exit Options for Startups
A. Acquisition
e Most common exit path
e Larger companies acquire startups for:
o Strategic fit
o Product integration
o Talent (acqui-hire)

B. IPO (Initial Public Offering)
e Company sells shares publicly
e Provides capital, visibility, and credibility
e Requires:
o Large scale
o Profitability (or strong financial story)
o Regulatory compliance



C. Soft-Landing Acquisition
e A “graceful exit” for struggling startups
e Protects:
o Founder reputation
o Investor capital
o Customer continuity

7. Case Study: Olive’s Shutdown & Asset Sales
Rise & Fall
Olive was a healthcare Al startup.
Raised $850 million
Reached a $4 billion valuation
Shut down due to:
o Economic headwinds
o Internal management issues

Strategic Asset Sales
e Sold core business units to:
o Waystar
o Humata Health
e Helped preserve:
o Customer operations
o Employee stability

Lesson Learned
Acquisition can serve as:
e A responsible exit
e A way to preserve value
e A strategic fallback when the original vision fails

8. Conclusion: Navigating Startup Risks
Embrace Resilience

e Failure is common but avoidable

e Understand market needs

e Maintain financial discipline

Be Adaptable



e Pivot based on real data
e Respond to customer insights

Plan for Exit Early
e Acquisition and IPO are valid exit strategies
e Plan them ahead of time for better outcomes

9. Discussion Questions

1. Startup Challenges
What challenges do you face or expect in startup risk management?

2. Pivoting & EXxit Decisions
How do you decide when to pivot or pursue an exit?

3. Share Experiences
What lessons have you learned from failures or strategic shifts?
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