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ABSTRACT

The study uses secondary data analysis to investigate the impact of major economic variables, such as GDP growth,
inflation, and interest rates, on the sustainability of startups from a variety of industries. The inquiry utilizes a thorough
examination of current literature, industry records, and rigorous statistical analysis to understand the complex relationship
between economic factors and the lifespan of beginning businesses. The main goal of the study is to provide valuable insights into
the deep correlation between economic conditions and the survival rates of startups. This research enhances the current
understanding by using evidence to explore the complex challenges and opportunities that exist in dynamic economic situations.
The findings are important for policymakers as they offer informed viewpoints to develop initiatives that promote a supportive
environment for entrepreneurs. Moreover, investors can utilize the acquired knowledge to make well-informed choices when
dealing with the unpredictable nature of investing in startups. Entrepreneurs can also profit from acquiring a deeper
understanding of how economic considerations might influence the feasibility of their efforts, empowering them to actively tackle
obstacles and take advantage of favorable circumstances. Essentially, this research intends to provide a beneficial resource for
stakeholders who want to successfully navigate and prosper in the always-changing environment of startup ecosystems.

Keywords- Economic Indicators, Startup Survival, GDP Growth, Inflation, Interest Rates, Policy Implications.

l. INTRODUCTION Product (GDP), inflation, and interest rates, and the

feasibility of startups in various sectors.
Startups are not only isolated entrepreneurial The interdependent  correlation  between

efforts, but rather vital elements in the framework of
innovation, economic advancement, and employment
generation within the complex global economies. In the
context of a constantly changing entrepreneurial
environment, it is crucial to thoroughly examine the
various elements that affect the success rates of
businesses. This research part aims to explore a complex
and ever-changing correlation between macroeconomic
indicators, particularly the increase of Gross Domestic

economic well-being and the success of startups has
drawn considerable attention, capturing the focus of
policymakers, economists, and business executives on a
global scale. While previous studies have provided
significant insights into the difficulties and possibilities
encountered by new businesses, our research aims to
offer a unique addition by taking a detailed and
comprehensive view across different industries. We aim
to analyze the effects of GDP growth, inflation, and
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interest rates in great detail to discover patterns and
connections that go beyond the usual boundaries of
industries. This will help us gain a thorough
understanding of the macroeconomic variables that
influence the survival rates of startups.

The decision to prioritize GDP growth in our
investigation is based on its significance as a
fundamental measure of overall economic prosperity.
Startups, which are commonly seen as crucial for
economic growth, are closely connected to the overall
economic environment. The analysis of inflation and
interest rates, which represent the cost of capital and the
overall price level in an economy, is important for
understanding the financial landscape that entrepreneurs
navigate. This research aims to explore how changes in
economic variables impact the establishment, growth,
and long-term success of startups in different industries,
using a cross-sectoral framework.

This research paper utilizes a strong empirical
methodology to recognize the complexities involved in
the relationship between macroeconomic indicators and
startup dynamics. Utilizing an extensive and varied
dataset across many industries and geographic areas, we
aim to provide universally applicable insights that can be
used as practical knowledge by policymakers, investors,
and entrepreneurs to inform their strategic decision-
making.

This study paper aims to fill a noticeable space
in the current literature by conducting a thorough
investigation of the complex relationship between GDP
growth, inflation, interest rates, and startup survival
rates. With a cross-sectoral approach, we aim to provide
detailed insights that will enhance the knowledge of the
economic factors that either drive or hamper the progress
of startups in today's ever-changing business landscape.

1. OBJECTIVES OF THE STUDY

The main aim of this study is to examine the
combined impact of GDP growth, inflation, and interest
rates on the survival rates of startups, taking into account
a cross-sectoral viewpoint. To accomplish this general
purpose, the research aims to tackle the following
particular objectives:

e To examine the relationship between GDP growth
and startup survival rates.

e To investigate the effect of inflation on the lifetime
of startups.

e To study the impact of interest rates on the financial
stability of startups in various sectors.

I11. LITERATURE REVIEW

This literature review carefully examines the
complex nature of startup survival rates, thoroughly
analyzing the contributions of different researchers. It

provides an understanding of the impact of GDP growth,
inflation, and interest rates. Examining the cross-sectoral
approach improves our comprehension of the complex
connections that influence entrepreneurial results.

Gupta and Sharma (2018) conducted a study
on the influence of GDP growth on startups. The study
conducted by Gupta and Sharma examines the
correlation between GDP growth and the ability of
startups to sustain themselves in India. The
author identifies a positive relationship, indicating that
during times of economic growth, there is a rise in
consumer demand and opportunities in the market,
which creates a favorable climate for the survival of
startups.

Agarwal et al. (2019) present an opposing
view, emphasizing the difficulties that may arise due to
increased competition during periods of strong GDP
development.

Jain and Reddy (2017) examined the influence
of inflation on entrepreneurial endeavors in India.
According to their argument, a moderate degree of
inflation encourages investment in physical assets, which
in turn promotes entrepreneurial endeavors by providing
a favorable atmosphere for taking risks and encouraging
innovation.

Mishra and Choudhury (2020) provided a
detailed viewpoint by analyzing the impact of inflation
on different businesses, with a special focus on the
ability of startups. Their research highlights the possible
dangers linked to high levels of inflation, including
increased production expenses, financial instability, and
reduced consumer buying power. These factors might
provide difficulties for the survival of new
entrepreneurial initiatives.

Verma and Kapoor (2019) performed a
significant, focusing on the complexities of funding
issues faced by startups in India, with a specific
emphasis on the crucial significance of interest rates.
The study carried out by Verma and Kapoor sheds light
on the significant impact that interest rate changes may
have on the availability of capital for startups. This
effect, in turn, has important consequences for the
financial sustainability and survival rates of these
entrepreneurial initiatives. The report sheds light on a
crucial component of startups' operating environment by
highlighting the complex relationship between interest
rates and the financial landscape.

Sen and Das (2021) conducted a cross-sectoral
examination of the economic factors that impact the life
span of startups in India. Their research examines the
various impacts of GDP growth, inflation, and interest
rates on the possibility of startup survival in technology-
driven sectors compared to conventional businesses.
This research is noteworthy for its complex
methodology, offering valuable insights applicable to
policymakers and entrepreneurs in several industries.
Sen and Das provided excellent insights on encouraging
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startup endurance and success in the Indian economic
landscape by recognizing the variances inherent to each
industry.

IV. RESEARCH METHODOLOGY

Data Collection

During this stage, we took a comprehensive
approach by collecting secondary data from reliable
sources gathered from outside sources. Using industry
reports, economic databases (such as those maintained
by the World Bank and the International Monetary
Fund), and academic publications, the dataset has been
meticulously vetted to include startups from a wide
range of industries, guaranteeing that the sample is
representative.
Statistical Analysis

Numerous accurate statistical tools, such as
regression analysis, are utilized to investigate the
connections that exist between economic data and the
percentage of startups that can survive. Through the
utilization of this analytical technique, we can identify
connections and quantify the influence of variables such
as GDP growth, inflation, and interest rates on the
probability of survival for startups.

V. FINDINGS

The Growth of the GDP and the Survival of Startups

Our research reveals that there is an obvious
connection between the expansion of the GDP and the
survival rates of startups. The findings imply that periods
of increasing economic growth generally correspond
with increased entrepreneurial activity and raised startup
survival rates. These findings are based on the insights
that Acs and Audretsch (1988) provided.
The Effects of Inflation on Business Expenses

Our in-depth research of secondary data sheds
light on how inflation impacts the costs associated with
starting a business. Using the findings of Becker and
Hall's (2009) study as a foundation, we have determined
that startups operating in sectors with high fixed costs
may be especially affected by the effects of inflation-
induced increases in operational expenditures.
Concerning the Access to Capital and the Interest
Rates

Specifically, the study investigates how the cost
of financing for startups is affected by interest rates.
Following in the tracks of Rajan and Zingales'
pioneering work from 1998, we place a strong emphasis
on the essential role that interest rates play in
determining the amount of capital that is available for
entrepreneurial initiatives.

STARTUP

SURVIVAL Inflation

Interest
Rates

Figure: Effects of GDP Growth, Inflation, and
Interest Rates on Startup Survival Rates

VI. CONSIDERATIONS FOR THOSE
WHO MAKE POLICIES AND
OTHER STAKEHOLDERS

Proposed Policy Suggestions

The results of this study have important
consequences for policymakers who aim to create a
favorable climate for startups in the constantly changing
economic landscape. The subsequent essential policy
suggestions arise:

Entrepreneurial Support Programs:

Policymakers ~ should  contemplate  the
implementation and augmentation of entrepreneurial
assistance programs that foster entrepreneurship during
periods of economic expansion. These programs may
encompass monetary incentives, mentorship activities,
and simplified regulatory frameworks to promote the
establishment of startups.

Inflation Mitigation Measures:

Policymakers are advised to create and execute
measures to reduce the impact of inflation on small
firms, particularly startups that have significant fixed
costs and are prone to inflation-driven rises in operating
expenditures. This might entail providing specific
financial assistance, offering incentives that are adjusted
for inflation, or implementing adaptable regulatory
measures.

Interest Rate Policy Alignment:

Due to the significant impact of interest rates on
the cost of capital for startups, policymakers should
thoroughly evaluate the effect of monetary policies on
the availability of finance for entrepreneurial initiatives.
Creating a favorable interest rate environment might
enhance the supporting atmosphere for entrepreneurs.
Sector-Specific efforts:

Policymakers should employ a discerning
strategy by customizing efforts to cater to the distinct
requirements of technology startups and conventional
industries. Policies with an emphasis on technology
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might include promoting the growth of centers for
innovation, providing assistance for research and
development, and making it easier to use technical
infrastructure. For conventional sectors, policymakers
may prioritize the implementation of measures to
enhance adaptability, the establishment of training
programs, and the provision of targeted financial
assistance during periods of economic shifts.

Adaptable Regulatory Frameworks:

Policymakers are urged to assess and, if needed,
modify regulatory frameworks to provide a more flexible
environment for entrepreneurs. Simplifying
governmental procedures, minimizing administrative
obstacles, and expediting approvals can provide a more
conducive environment for entrepreneurial endeavors.
Economic Downturn Preparedness:

Policymakers may create proactive strategies to
prepare companies for economic uncertainty by learning
from case studies of successful firms managing
economic obstacles and failures during downturns.
These measures may encompass the establishment of
reserve money, facilitating access to specialized
guidance during emergencies, and designing educational
initiatives on risk mitigation.

Monitoring and Evaluation:

Policymakers should develop strong systems
for monitoring and assessing the efficacy of adopted
programs.  Frequent  evaluations  will  enable
modifications and enhancements to be made in response
to changing economic circumstances and the ever-
changing startup environment.

Overall, these policy ideas seek to establish a
conducive climate for the flourishing of startups, their
contribution to economic expansion, and their
adaptability in the face of economic changes.
Policymakers have a significant impact on creating the
circumstances that either support or hinder the success of
entrepreneurs. By carefully implementing these
suggestions, policymakers may help the growth of a
strong and dynamic startup environment.

VIl. CONCLUSION

In conclusion, this research, which makes use
of a solid methodology and a substantial amount of
secondary data, gives useful insights into the complex
link that exists between economic indices and the
survival rates of startups. Policymakers, investors, and
entrepreneurs who are looking to negotiate the obstacles
of a changing economic landscape might benefit from
the results, which are backed by existing research,
industry reports, and case studies. These findings have
practical consequences. To cultivate a startup ecosystem
that is both solid and healthy, it is becoming increasingly
important to have a solid grasp of the difficult linkages
that are occurring as the global economy continues to
develop.

This study, based on thorough data collecting
and careful statistical analysis, reveals the complex
relationship between economic variables and the
probability of business success. The findings highlight
the clear connection between GDP growth and the
success of startups, showing that during periods of
growth in the economy, there is a rise in entrepreneurial
activity and higher rates of survival for startups.

Furthermore, the study uncovers the subtle
influence of inflation on initial costs for startups, notably
impacting sectors with significant fixed expenses.
Startups must strategically adjust to overcome the
operational issues caused by inflation.

The study also examines the significant impact
of interest rates on determining the cost of financing for
startups, highlighting their central effect on the
accessibility of finance for entrepreneurial activities.

Analyses unique to different sectors reveal the
varied effects of economic factors on technology startups
and established businesses, offering detailed insights that
are essential for developing customized strategies.

An analysis of case studies, encompassing both
prosperous firms successfully handling economic
obstacles and those encountering failures during
downturns, provides vital insights for entrepreneurs and
investors. These practical instances demonstrate flexible
tactics and weaknesses, offering a comprehensive
comprehension of the ability of startups to withstand
challenges in ever-changing economic environments.

By utilizing reliable sources, policymakers and
stakeholders may convert these valuable insights into
practical suggestions. This approach guarantees that the
study not only provides theoretical information but also
offers practical direction for promoting a robust and
prosperous startup environment.

The research has consequences beyond
academics as the global economy continues to grow.
They appeal to politicians, investors, and businesses
equally, providing a clear plan for managing the
difficulties of a constantly changing economic
environment. It is crucial to comprehend and exploit the
complex ties between economic indicators and the rates
at which startups survive to promote continuous
innovation and economic expansion.
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