
        Journal DOI: 10.36713/epra1013|SJIF Impact Factor (2025): 8.619                                                                     ISSN: 2347-4378 

     EPRA International Journal of Economics, Business and Management Studies (EBMS) 
      Volume: 12 | Issue: 5|May 2025                                                                                          -Peer-Reviewed Journal 

         
 

2025 EPRA EBMS     |     https://eprajournals.com/    Journal DOI URL: https://doi.org/10.36713/epra1013  
133 

 

 

A STUDY ON IMPACT AND CHALLENGES OF AI IN 
STARTUP GROWTH AT COIMBATORE DISTRICT, 

TAMILNADU 
 

 

Ms. Devaki G1, Dr. A. Giriprakash2, Mr.T.Sivagnana Selvakumar3 
1MBA 

2Assistant Professor 
3Assistant Professor 

Sakthi Institute of information and Management Studies, Pollachi. 

 

ABSTRACT 

Artificial Intelligence (AI) is rapidly transforming the startup ecosystem, offering unprecedented opportunities 
for innovation, scalability, and efficiency. This paper explores the dual-edged role of AI in fuelling startup growth 
while also introducing complex challenges. On the one hand, AI enables startups to enhance customer experience, 
optimize operations, and develop data-driven products and services, often with limited resources. It empowers 
lean teams to compete with larger enterprises by automating tasks, providing predictive insights, and fostering 
rapid experimentation. On the other hand, startups face significant hurdles in adopting AI, including limited 
access to quality data, scarcity of AI talent, high development costs, and ethical concerns such as bias and 
transparency. This study provides a comprehensive analysis of how AI is impacting and challenging day to day 
operations. 

KEYWORDS: Impact of AI, Data driven decision making, Competitive advantage, Smart analytics, trust and 
adoption. 

 
I. INTRODUCTION  

AI is a powerful catalyst for startup growth, offering innovative solutions that enhance efficiency, drive scalability, 

and foster innovation. By leveraging AI, startups can automate repetitive tasks, freeing up resources for more 

strategic work, and enabling faster decision-making through data-driven insights. AI enhances customer 

experiences by personalizing interactions and predicting needs, which helps build stronger relationships and 

loyalty. It also optimizes marketing and sales efforts, improving targeting and conversion rates with minimal 

manual effort. Moreover, AI enables startups to scale quickly without a proportional increase in resources, making 

it easier to handle growing demands. As startups use AI to streamline operations and uncover new opportunities, 

they gain a significant competitive advantage, positioning themselves as agile and innovative players in their 

industries. Ultimately, AI empowers startups to grow smarter, more efficiently, and more effectively in an 

increasingly data-driven world. AI has a profound impact on startups by enabling greater efficiency, innovation, 

and scalability. It automates routine tasks, such as customer support and data analysis, freeing up resources for 

more strategic activities. AI also provides valuable data-driven insights that help startups make informed decisions, 

predict market trends, and personalize customer experiences. By enhancing product development through rapid 

prototyping and predictive analytics, AI fosters innovation and accelerates time-to-market. Additionally, it offers 

cost-saving opportunities by optimizing operations and reducing the need for large workforces. However, 

integrating AI presents challenges, such as the initial investment costs, ethical considerations around data privacy, 

and the need for specialized skills. Despite these challenges, AI allows startups to stay competitive, scale faster, 

and attract investors, making it an essential tool for modern entrepreneurship. 

 

II. REVIEW OF LITERTAURE 
1. Aswathy Sreenivasan & M. Suresh (2022) “Adoption of Artificial Intelligence (AI) in Start-ups” In 

future studies, it is suggested that the utilization of artificial intelligence in specific areas or functional 

areas be thoroughly explored (de Sousa et al. 2019). Successive occurrences would become the standard 

in the coming years due to the obvious change in climate and boost in anthropogenic actions. As a result, 

it is very important to work towards better planning geo-hazards after an incident has happened at various 

time scales and can be very well supplemented with physical models (Dikshit et al. 2021). Wright and 

Schultz (2018) initiate a discussion about the advantages and ethical concerns of digitization, capturing 
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the attention of the behavioural and social literature, which was not yet addressed the ethical dimension 

of the latest automation. 

2. Rico Budi Saputro & Immawan Wahyudi Asbara (2024) “The impact of AI on strategic decision 

making in startup companies” Modern developments have driven many changes in the business 

environment, including in startup companies. One significant change is the widespread use of AI 

technology for decision making. Without realizing it, the use of AI technology can influence strategic 

decision making in startup companies. This research investigates the function of artificial intelligence 

(AI) in the transformation of strategic decision making in startup companies. 

3. Nayun Kim & Youngjung Geum (2024) “Analysis of the Impact of Generative AI based on Crunchbase: 

Before and After the Emergence of ChatGPT” Generative AI is receiving a lot of attention around the world, 

and ways to effectively utilize it in the business environment are being explored. In particular, since the public 

release of the ChatGPT service, which applies the GPT-3.5 model, a large language model developed by 

OpenAI, it has attracted more attention and has had a significant impact on the entire industry. This study focuses 

on the emergence of Generative AI, especially ChatGPT, which applies OpenAI's GPT-3.5 model, to investigate 

its impact on the startup industry and compare the changes that occurred before and after its emergence. This 

study aims to shed light on the actual application and impact of generative AI in the business environment by 

examining in detail how generative AI is being used in the startup. 

4. Sultan Alateeg & Sura Al-Ayed (2024) “Exploring the role of artificial intelligence technology in 

empowering women-led startups” In recent years, Saudi Arabia has witnessed significant advancements 

in its efforts to promote gender diversity and inclusion, with a particular focus on empowering women 

to engage in various sectors of the economy, including entrepreneurship as part of Saudi Vision 2030. 

Women-led startups in Saudi Arabia face multifaceted challenges in adopting AI technology due to 

cultural barriers, limited STEM education access, financial constraints, infrastructural hurdles, and a lack 

of networking opportunities. Addressing these challenges demands policy reforms, targeted education 

initiatives, financial support, and the creation of supportive ecosystems promoting gender equality in the 

tech sector. 

 

III.RESEARCH OBJECTIVES 
➢ To evaluate the impact of AI – driven data analytics on decision-making processes in startups. 

➢ To determine the impact of AI on competitive advantage and market positioning for startups.  

 

IV. SCOPE OF THE RESEARCH 
AI Creates a greater impact towards the startup growth and also contains several challenges. 

• This research focuses on understanding how artificial intelligence (AI) influences the growth trajectories 

of startups. 

• It explores both the positive impacts (e.g., automation, customer insights, product innovation) and key 

challenges (e.g., cost, data privacy, talent acquisition). 

• The scope covers a variety of startup sectors, with a focus on technology-driven industries where AI is 

rapidly being adopted. 

• The research is limited to startups rather than large or established enterprises. 

 

V.  HYPOTHESIS OF THE STUDY 
1)There exists no association between gender of the respondents and level of confidence towards the accuracy of 

AI driven decision. 

2)There exists no association between age of the respondents and level of agreeableness towards AI help to 

identify new market opportunities. 

 

VI. RESEARCH METHODOLOGY  
Types of Data Collection 

Data are the bricks with which the researcher has to make a house. While the quality of research findings depends 

on data, the adequacy of appropriate data in turn depends upon proper method of data collection. A number of 

methods are at the disposal of the researcher of which one has to select the most appropriate one for visualizing 

the research objective.  

 a) Primary Data: Data which are collected fresh and for the first time and thus happens to be original in character. 

Primary data are gathered for specific purpose. 

b) Secondary data: Data that collected from primary data i.e., they are already exit somewhere. For the purpose 

of the study, I collected both the data. 
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Sample Unit  

The target population in this study was the startups operating in Coimbatore district. Non-probability, convenience 

sampling method is used in the study.  

Sample Size: 122 startups in Coimbatore 

Analysis Technique  

Data Analysis Tools: Statistical software such as SPSS and Excel will be used to perform quantitative analysis of 

the survey data including descriptive statistics. 

 

VII. DATA ANALYSIS AND INTERPRETATION  
1. Gender and level of confidence towards the accuracy of AI driven decision 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 8.149 3 .043 

Likelihood Ratio 8.401 3 .038 

Linear-by-Linear Association 4.449 1 .035 

N of Valid Cases 122 
  

 

H0: There exists no association between gender of the respondents and level of confidence towards the accuracy 

of AI driven decision. Calculated χ2 Value: 8.149, Degree of freedom: 3, 

Signification level: .043 

2. Age and level of agreeableness towards AI help to identify new market opportunities 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 22.927 12 .028 

Likelihood Ratio 20.934 12 .051 

Linear-by-Linear Association 1.164 1 .281 

N of Valid Cases 122 
  

 

H0: There exists no association between age of the respondents and level of agreeableness towards AI help to 

identify new market opportunities. Calculated χ2 Value: 22.927, Degree of freedom: 12, Signification level: .028. 

 

VIII. FINDINGS  
• As the calculated χ2 value (8.149) is significant (.043) at five percent level, there exist an association 

between gender of the respondent’s level of confidence towards the accuracy of AI driven decision. 

Hence the null hypothesis is rejected. 

• As the calculated χ2 value (22.927) is significant (.028) at five percent level, there exist an association 

between age of the respondents and level of agreeableness towards AI help to identify new market 

opportunities. Hence the null hypothesis is rejected. 

 

XI. SUGGESTIONS AND RECOMMENDATIONS 

• Market Research & Product Development: Use AI to analyse market trends, customer feedback, and 

competitor data. Implementation of predictive analytics to refine product features and roadmap. 

• Operational Efficiency: Automate repetitive tasks (e.g., scheduling, reporting, customer queries).  AI 

for smart inventory, supply chain, or workflow management. 

• Marketing & Customer Engagement: Personalize content and offers using behavioural data and AI 

segmentation. Deploy AI chatbots for 24/7 customer support and lead generation. 

• Product Innovation & Scalability: Build AI-powered features like recommendations, diagnostics, or 

automation. Enable adaptive, self-learning products that improve over time. Scale operations and 

products efficiently using AI infrastructure. 

 

https://eprajournals.com/
https://doi.org/10.36713/epra1013


        Journal DOI: 10.36713/epra1013|SJIF Impact Factor (2025): 8.619                                                                     ISSN: 2347-4378 

     EPRA International Journal of Economics, Business and Management Studies (EBMS) 
      Volume: 12 | Issue: 5|May 2025                                                                                          -Peer-Reviewed Journal 

         
 

2025 EPRA EBMS     |     https://eprajournals.com/    Journal DOI URL: https://doi.org/10.36713/epra1013  
136 

X. CONCLUSION 
The impact of artificial intelligence (AI) on startup growth is profound and far-reaching. AI enables startups to 

operate with greater efficiency by automating repetitive tasks, optimizing workflows, and reducing operational 

costs. It enhances decision-making through advanced data analytics, allowing startups to better understand market 

trends, customer behaviour, and internal performance metrics. Additionally, AI fosters innovation by powering 

the development of intelligent products and services, from personalized recommendations to predictive analytics. 

Moreover, AI helps startups scale faster by streamlining customer service with tools like chatbots, improving 

marketing strategies through targeted campaigns, and enabling agile product development. Access to AI 

technologies also levels the playing field, allowing smaller companies to compete with larger, more established 

firms. In essence, AI acts as a catalyst for startup success, driving growth, adaptability, and long-term 

sustainability in an increasingly competitive and digital economy. 
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