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  There so many reasons for startup failure.  This article digs deep into the top 
reason startups fail and the most important problems you need to prevent. 
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According to a study of 178 post-mortem startups 
(updated as of 11/2016) by CB Insights, 42% of 
startups fail because there’s no market need for  

their product.  

With this article, you’ll be better equipped to validate or 
invalidate your idea / product and prove or disprove its 
worthiness in the market.

It’s all about making a product that your target market needs 
so you can avoid the number 1 reason for startup failure.

One of the failed startups from the post-mortem study, 
Patient Communicator, wrote, “I realized, essentially, that we 
had no customers because no one was really interested in the 
model we were pitching. Doctors want more patients, not an 
efficient office.”

Another failed startup from the study, named Treehouse 
Logic, described their post-mortem saying, “Startups fail 
when they are not solving a market problem. We were not 
solving a large enough problem that we could universally 

serve with a scalable solution. We had great technology, 
great data on shopping behavior, great reputation as a 
thought leader, great expertise, great advisors, etc, but 
what we didn’t have was technology or business model that 
solved a pain point in a scalable way.”

The Top 7 Reasons Startups Fail
Six of the top seven reasons for startup failure are all 
interrelated.  Aside from one reason, #3 – not having the 
right team, they’re all correlated to the necessity of a 
product or service that the market needs. Below I will show 
you how the 5 other reasons relate to 

#1  – no market need.

#2 – Ran out of Cash: You must create a sustainable 
business and not run out of your own money and/or your 
investor’s money.  Before generating revenue and doing 
great business.  

Top 7 Reasons Startups Fail
Based on an Analysis of 101 Startup Post-Mortems from CB Insights

No Market Need

Ran Out of Cash

Not the Right Team

Get Outcompeted

Pricing/Cost Issues

Poor Product

Need/Lack Business Model

42%

29%

23%

19%

18%

17%

17%

We were not solving a large enough problem that we could universally 
serve with a scalable solution. We had great technology, great data on 
shopping behavior, great reputation as a thought leader, great expertise, 
great advisors, etc, but what we didn’t have was technology or business 
model that solved a pain point in a scalable way
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Even if you had a great product, but 
too many employees that drained 
money quickly, you could lay them 
off and have a better balance 
sheet.  It comes back to market need.

#4 – Getting Outcompeted: If you 
performed the necessary competitive 
analysis beforehand to understand if 
there is a market need, then be much 
less likely that you would have this 
issue.  

Instead, you maybe might have 
decided not to pursue the startup 
idea in the first place. It’s important 
to understand the space that you’re 
going to be in.  Remember, if the 
competition already is out there, then 
they already have an advantage over 
you.

#5 – Pricing/Cost Issues:  Part 
of understanding if a product is 
needed by your target customers is 
whether or not you can produce the 
product(s) or service at a reasonable 
enough cost to you, is by doing your 
research before jumping into the 
ring.  

Having a viable business model is 
the foundation of any startup or 
business.  You need to have at least 
a 20% markup but on the other 
extreme, not gauge customers by 
charging too much.  Your goal should 
be to have a startup a sustainable 
business model from the beginning, or 
shortly after.  

#6 – Having a Poor Product: If you 
were making a product that your 
customers need, then you wouldn’t 
be making a poor product because 
poor products aren’t what they 
need.  They need reliability and 
quality to solve the problem(s) they 
face.  Great user experiences and 
user interfaces are vital to getting 
repeat business.

#7 – Needing/Lacking a Business 
Model: If you had a business model, 
nonetheless one that’s sustainable, 
then it would include having a 
product or service which your target 
customers would need.  Not having 
a business model practically dooms 
your startup from the beginning!

Why Do Startups Make 
Products With No 
Market Need?

 Founders think their idea is 
amazing and they don’t “need” to 
do any research.

 Founders become afraid of what 
they might find if they research 
their idea to find that it’s already 
been successfully implemented.  

 Individuals can be subconsciously 
afraid that their idea may not 
be as good as they thought.  It 
happens because the product 
hasn’t being properly marketed.  

 The product doesn’t fit with what 
the intended market wants.

 The founder(s) aren’t experts 
or even well-versed in the field 
they’re trying to make their 
product in.

These mentalities and reasons are 
true for too many first and second-
time startup founders.

Your product or 
service should solve 
a problem that 
directly affects your 
target customers 
and aligns with 
their interests.  To 
attain product-
market fit, 40% of 
your customers will 
say that because 
you directly solved 
a problem in their 
niche or market, they 
can’t imagine living or 
working without your 
product or service
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A lack of research, vetting, and 
competitive analysis by founders will 
cause startup failure.  

If a founder keeps themselves in the 
dark by not performing the necessary 
preliminary steps to building a 
startup, then they have a plausible 
deniability.  They can keep holding 
on to the thought that their idea or 
product is great when in fact it may be 
the opposite. 

Don’t ignore the process of validating 
your product or service.  It will save 
you time, money, and stress.

However, bad products or services are 
not always inherently bad.

Sometimes your product or service 
just needs tweaking to match what 
your target customers want. And/
or if you approach your marketing 
differently, it can also make a big 
difference.  This is called pivoting.

So, let’s start with understanding what 

else you need to have a great idea and 
sustainable startup.

Why You Need Product-
Market Fit & How It Will 
Make You Successful
The most sustainable and successful 
startups achieve what’s called 
product-market fit.

This is when your product or service 
solves a problem that directly affects 
your target customers and aligns with 
their interests.  To attain product-
market fit, 40% of your customers 
will say that they can’t imagine living 
or working without your product or 
service.

Product-market fit is supported by 
data that’s collected and analyzed 
through Google Analytics or another 
analytical programs that allow you 
to constantly measure your progress 

within a large number of categories.

For newer startups, you can’t get 
product-market fit until after an MVP 
(minimum viable product) has been 
built and after many potential or 
actual customers have signed up.  A 
minimum viable product is basically 
a barebones version of your startup 
overall.

A minimum viable product is used 
so that you can start collecting data 
sooner than later, and so you can 
test the hypothesis of your value 
proposition.

However, sometimes you get lucky and 
your startup is immediately aligned 
with your target customers and what 
they need.

For instance, after creating a simple 
website with a “coming soon” landing 
page which shortly speaks about what 
your product or service will be with an 
email signup form marketing a little 
and seeing that people are subscribing 
in droves…then that’s when you know 
you’ve hit a sweet spot.

Your customers are the ultimate gauge 
on whether or not your product will be 
successful in the market. To reiterate, 
your product needs to fit your 
customers’ needs.

So, how do you get this product that 
aligns so well with your customers?

There are a handful of ways, but it’s 
best to start with the foundation of 
your startup.  Part of the foundation is 
the vision which includes your value 
proposition, unique selling proposition, 
and company mission. Another part is 
your market research and competitive 
analasys.

Startup Fundamentals
Vision for Your Startup
If you don’t already have a solid 
company vision, your vision should 
include your value proposition and 
unique selling proposition/business 
objective.

There’s a guy named Paul Graham – 
you might have heard of him.  Paul 
Graham is one of the co-founders 
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of the first and arguably most 
successful startup accelerator named 
Y-Combinator.

Graham says: “the very best startup 
ideas have three things in common: 
they’re something the founders 
themselves want, that they themselves 
can build, and that few others realize 
are worth doing.  Microsoft, Apple, 
Yahoo, Google, and Facebook all began 
this way.”

Founders are supposed to be experts in 
the field they want to launch a startup 
in and should be able to identify the 
gaps in that market.

When you’re developing your concept, 
you have to ask yourself and answer 
a handful of important questions. 
Answering the following questions 
will help solidify your idea and the 
framework of your startup,  which are 
crucial.

You should attempt to answer as many 
of these before you do your market 
research.  Then, when you’ve finished, 
start your research and identify if your 
hypothesis still has merit based on the 
market’s saturation.

If you think you’ve figured 
out a better strategy after 
your market research, 
go ahead and update the 
answers to these questions, 
and then see how that 
strategy pans out on paper.  

Once you’ve done that, 
seek out some of these 
target customers and get 
feedback.  These individuals 
could also become chief 
evangelists of yours if your 
product fits with their needs 
enough.

Questions to Ask 
Yourself
What problem is your 
startup idea going to solve 
and why is it needed? (value 
proposition) Advice: Don’t 
make it about your product, 
but instead: How you are 
solving a problem in your 

industry/niche?

What is your business objective? (In 
other words, how are you going to 
make money from it and how is it 
going to be sustainable?)

Why is your idea different than the rest 
of the industry?

How will you make your product/
service?

Where & how would you sell it?

As far as you know right now, are you 
relying on external funding or are you 
personally funding the startup?

How much money can you devote 
towards building your product?

Are you planning on using proven 
practices or doing whatever you feel like?

Market Research
A good way to prevent making a 
product with no market need is to 
start off with doing market research 
and competitive analyses. You should 
be researching on the web whether 
your product or service has been 

A good way to 
prevent making a 
product with no 
market need is to 
start off with doing 
market research 
and competitive 
analyses. You should 
be researching on the 
web whether your 
product or service has 
been implemented 
already.  This is one of 
the basic preliminary 
actions to perform 
before you build a 
startup
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implemented already.  This is one 
of the basic preliminary actions to 
perform before you build a startup.

You can go about this by researching 
keywords and keyword phrases on 
Google that directly correspond with 
the product/service you want to offer.

Try to keep a record of every website 
you visit that is similar or equal to 
your idea via Google sheets. While 
you’re conducting your analyses, write 
down all competitors’ pricing, product 
offerings, popularity levels, and how 
they are the same or different from 
your startup.

To win a war, you must know thy 
enemy.  In the startup and business 
world, you must know who your 
competitors are in order to be 
successful.

How are you going to successfully build 
a multi-million dollar company if you 
don’t know who your competitors are?

For you and your future team’s sake, do 
an extensive analysis of your idea and 
your competition.  After identifying 
your competitors, set up Google news 
alerts to notify you when they are 
mentioned in the press so you can 
“keep an eye on them.”

Questions You Should Answer Are:  

Has your competitor dominated the 
market?

Is there an opportunity for you to 
enter the market and offer something 
different that adds value for your target 
customers?

Next Steps
After going through dozens of search 
terms in Google and writing down all of 
the players in your market, you should 

analyze the offerings and differences 
between them and your idea.

If your idea holds up, then get started 
on building it, immediately!  Safeguard 
your idea by filing patents and 
copyrights.

If you’re having someone else build it 
for you, then you should be serving the 
vendor or manufacturer non-disclosure 
agreements that will protect your idea.

How to Build Your 
Customer Profile
The central theme in this section 
is to understand who your target 
customers are so you can more easily 
attain product-market fit.  You can 
find this out by asking and answering 
questions.  

You’ll know the answers to some, but 
others you’ll have to research on Google, 
Yahoo, or Bing.  Once you’ve figured out 
the answers to this, then you’ve built a 
customer profile.  It’s somewhat simple 
with a little leg-work!

Segments:
What niche(s), profession, and/or 
interest categories do they belong to?

What’s the size of your target market?

Where can you find your target 
customers?

Where do they live? (cities, states, 
countries, etc)

What gender(s) are they?

What age ranges do they fall into?

How educated are they?

Have your target customers previously 
stated a need for your product or 
service idea?

Section Conclusion
These questions are critically important 
questions to ask yourself and candidly 
answer from the beginning.

Your answers will be great for re-use 
in other literature of yours and are 
commonly asked when filling out 
applications to enter competitions, 
startup accelerators, grants, and even 
for your executive summary.  

Getting Feedback
If you haven’t already, get feedback 
on your startup idea by sharing it 
with friends, family, and professional 
connections. It can be very difficult 
for anyone to openly share something 
they think is right and have it be 
constructively criticized.

However, it’s important to check 
the ego at the door and be open to 
suggestions.  

Realize that some family and friends 
may not be your target customer. So, 
while being open to suggestions, know 
that what they say doesn’t necessarily 
equal  of what target customers may 
think. It’s just nice to get feedback and 
bounce it off some people.  

Your professional connections 
should be solicited one by one via 
individualized email!  

This is so that you show authenticity 
and that you value their professional 
opinion, copy and pasted email.

It’s good to seek out people in your 
target market that you don’t know. 
You can get their opinion on what you 
want to do and if they’d buy it if it 
were available.  This helps you further 
determine if there’s a market need for 
your product or service.

Clean out the chemically laden beauty prod-
ucts, ‘cancer in a bottle’, from your bathroom 
and replace them with Dr. Hauschka’s range 
of natural skin care products that can help you 
achieve a complexion you’ll be happy to see 
in the mirror each morning.

DR. HAUSCHKA
Natural skin care and make up

www.dr.hauschka.com

The central theme in this section is to understand who your target customers are so you 
can more easily attain product-market fit.  You can find this out by asking and answering 
questions.  You’ll know the answers to some, but others you’ll have to research on Google, 
Yahoo, or Bing.  Once you’ve figured out the answers to this, then you’ve built a customer 

profile.  It’s somewhat simple with a little leg-work!


