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Abstract  

This research aims to explore the financial management patterns applied by digital startups in 

Indonesia, along with the challenges and solutions faced by their founders in managing their 

finances. The study uses a qualitative approach with case studies to gather data through in-depth 

interviews, observations, and analysis of financial documents from digital startups operating in 

Indonesia. The findings reveal that ineffective cash flow management, dependence on external 

funding, and a lack of strategic financial management understanding are some of the primary 

challenges faced by these startups. The study emphasizes the importance of adopting efficient 

financial practices, including utilizing financial technology to improve cash flow management and 

reduce dependency on external capital. Additionally, it underscores the need for startup founders to 

build a competent finance team to ensure sustainable growth. This research contributes to the 

understanding of financial management in the context of digital startups in Indonesia and provides 

insights on overcoming financial challenges to strengthen the startup ecosystem. 

Keywords: Financial Management, Digital Startups, Cash Flow Management, External Funding, 

Financial Technology, Startup Founders, Indonesia 
  

INTRODUCTION  

In recent years, the digital business world in Indonesia has grown rapidly, especially 

with the emergence of digital startups driven by technological revolution and digitalization 

that continues to penetrate various sectors. Indonesia's digital economy is projected to reach 

USD 124 billion by 2025 (Google-Temasek, 2020), making it a highly promising market for 

technology-based startups. The existence of digital startups is crucial in driving innovation, 

creating new jobs, and accelerating digital transformation across sectors. These digital 
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startups leverage technology as their primary business model, allowing them to operate 

efficiently with lower costs, while offering products and services that can be accessed 

globally (Roberts & Cameron, 2021). 

However, despite their great potential, digital startups face many challenges in 

managing their finances, which can affect the continuity and growth of their business. One 

of the main challenges often faced by digital startups is ineffective cash flow management. 

Poorly managed cash flow can create difficulties in financing daily operations and hinder 

the ability of startups to grow (Müller & Görg, 2019). Digital startups generally require 

significant resources in the early stages for product development and marketing, yet they 

often fail to generate sufficient revenue during the early stages. This causes them to be highly 

dependent on external funding, such as venture capital or funds from investors (Kiel, 2020). 

In addition, many digital startups lack sufficient knowledge of effective financial 

management. Many founders of startups have technical or marketing backgrounds but lack 

experience in planning and managing finances professionally. Research by Corbett (2016) 

and Barenstein (2018) indicates that the lack of understanding regarding cash flow 

management and the strategic use of funds is often a cause of startup failure, even if they 

have innovative products and a strong team. Therefore, it is crucial for startup founders to 

understand how to manage budgets, cash flow, and capital financing to support long-term 

growth. 

This phenomenon indicates a significant knowledge gap in financial management 

among digital startups, especially those based in Indonesia. Although there are various 

studies addressing the challenges faced by startups, many of these studies focus more on 

external aspects such as market access and regulation, while internal aspects, particularly 

financial management, have not been explored in depth (Bianchi & Post, 2020). 

Additionally, the business model used by digital startups is very different from traditional 

businesses, requiring a more flexible and adaptive financial approach (Iyer & Soboleva, 

2020). Existing research tends to address financial management in a general context rather 

than specifically in the context of digital and technology startups. This creates an urgent need 

for further research that delves deeper into identifying appropriate financial management 

patterns for digital startups in Indonesia. 

According to research by Cohen & Winn (2007), digital startups often face 

challenges in managing funds, especially in their early stages. Inability to manage funds 

efficiently can lead to a shortage of capital or failure to meet financial obligations on time, 

which in turn affects their reputation and the continuity of their business. Therefore, 

understanding how startups manage their funding and cash flow is crucial to ensuring they 

can grow sustainably. Research by Van de Ven (2007) also shows that startup owners often 

cannot maximize the use of technology in their financial management, even though 

technology can help simplify the management and monitoring of finances. 
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Digital startups in Indonesia also face obstacles in utilizing financial technology to 

support their operations. Many of them have not fully utilized advanced financial software 

or platforms that are available to facilitate financial planning and reporting (Roberts & 

Cameron, 2021). For example, cloud-based software that can help manage finances in real-

time is often overlooked due to cost concerns or a lack of understanding about its long-term 

benefits. In reality, this software can assist in managing cash flow, analyzing financial 

reports, and planning budgets more effectively. 

With the existing knowledge gap and challenges in financial management faced by 

many digital startups, this research aims to identify the financial management patterns used 

by digital startups in Indonesia and explore the challenges and solutions they apply in 

managing their finances. This research will also examine how the use of technology can 

support financial management in startups and how funding from investors can be efficiently 

utilized to ensure long-term sustainability and growth. It will provide deeper insights into 

how digital startups can address their financial challenges and help strengthen the startup 

ecosystem in Indonesia. 

This research employs a qualitative approach with a case study method to deeply 

explore the financial management patterns applied by digital startups in Indonesia. The 

qualitative approach is chosen because it allows the researcher to gain a more comprehensive 

understanding of the experiences, challenges, and solutions faced by startup founders in 

managing their finances. This research will involve several digital startups operating in 

Indonesia, considering variations in development stages (early-stage, growth-stage, mature) 

and industry sectors (such as e-commerce, fintech, and edtech). Data collection will be 

conducted through in-depth interviews with the founders and financial managers of the 

startups, as well as observations of the financial management practices implemented within 

the companies. Interviews will be semi-structured, providing informants the freedom to 

share their views on financial management, the use of financial technology, and the 

challenges they face. Additionally, relevant financial documents will also be analyzed to 

gain a clearer picture of the financial management flow being applied. 

The collected data will be analyzed using thematic analysis techniques to identify 

patterns and themes that emerge in the financial management practices of digital startups. 

This approach will allow the researcher to gain deeper insights into the financial 

management practices that can be adapted by startups to ensure their long-term sustainability 

and growth. 

To support this qualitative methodology, Cohen & Winn (2007) state that case studies 

provide deep insights into the challenges faced by startups in managing their finances, 

particularly in the early stages, and allow for an exploration of direct experiences that cannot 

be obtained through quantitative methods. Van de Ven (2007) emphasizes that in-depth 

interviews and the collection of qualitative data enable researchers to understand the context 
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and dynamics of financial management, which is crucial for digital startups facing unique 

challenges. Moreover, Corbett (2016) suggests that qualitative approaches allow for a deeper 

understanding of how startup founders manage their finances, even when they often lack a 

strong financial background. By using thematic analysis techniques, researchers can identify 

patterns and themes that emerge in the financial management of digital startups, which can 

provide practical and actionable recommendations to improve their financial management 

practices. 

RESEARCH RESULTS AND DISCUSSION 

This research aims to explore the financial management patterns applied by digital 

startups in Indonesia and the challenges and solutions faced by founders in managing their 

finances. Based on interviews with startup founders, observations of financial management 

practices, and analysis of relevant financial documents, several key findings related to the 

financial management of digital startups in Indonesia were identified. 

1. Ineffective Cash Flow Management 

One of the main findings in this research is the issue of ineffective cash flow 

management, especially during the early stages of startup operations. Cash flow is a key 

element in maintaining the survival of startups. At the early stage, many startup founders 

report difficulties in planning and monitoring cash inflows and outflows. This issue arises 

because startups typically have high expenses, such as product development costs, 

marketing, and employee salaries, while the revenue generated is often not stable or 

significant in the early stages of operations. This leads to difficulties in financing daily 

operations and hampers the startup's ability to meet obligations on time, such as bills, rent, 

or payments to suppliers. 

This finding is consistent with Cohen & Winn (2007), who state that the inability to 

manage funds efficiently can lead to startup failure, especially at the early stages when 

available funds are limited, and startups need to manage expenditures carefully. They 

emphasize that uncontrolled cash flow can cause liquidity problems, which in turn threaten 

the survival of the startup. This is especially critical because startups often operate with a 

business model that relies on external funding and have not yet generated sufficient profits 

in the early stages. 

Corbett (2016) also emphasizes the importance of financial management experience, 

which is often a major barrier for many startup founders, especially those with technical or 

marketing backgrounds but lacking financial experience. Many startup founders get caught 

up in the technical or marketing aspects of their products but lack the understanding of how 

to effectively plan budgets and professionally manage cash flow. This causes them 

difficulties in planning their expenditures and revenues accurately, often leading to financial 

problems that hinder growth and operational continuity. 

Ineffective cash flow management also exacerbates other issues, such as difficulties in 

making long-term investments, poor debt management, and wasteful operational costs that 

could be better controlled. Without proper monitoring of cash flow, startups will struggle to 
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survive in the long run, especially in a highly dynamic and competitive business 

environment. 

Overall, ineffective cash flow management is one of the biggest challenges faced by 

digital startups in Indonesia. Given the importance of cash flow in the survival of startups, a 

more systematic approach is needed to plan, monitor, and control cash inflows and outflows. 

Startups need to have a better understanding of how to plan budgets and manage funds 

efficiently to avoid liquidity issues that could jeopardize their sustainability. 

2. Dependence on External Funding 

One significant finding in this research is the high dependence on external funding, 

which is often the primary source for digital startups in Indonesia, especially in the early 

stages of operation. Digital startups generally face significant challenges in raising sufficient 

resources for product development and marketing. As a result, they often rely on external 

funding, such as venture capital or funds from investors, to support their operations in the 

early stages. This is highly relevant to the findings of Müller & Görg (2019), who state that 

many startups require significant investment in the early stages to develop products and 

increase market visibility, but at the same time, they are not generating enough revenue to 

cover these costs. 

Dependence on external funding often becomes a double-edged sword. While external 

funding allows startups to survive and develop their products without having to generate 

significant revenue, it can also create tensions in long-term financial management. Müller & 

Görg (2019) also point out that startups that are too dependent on investors or venture capital 

may struggle to achieve sustainable profitability if there is no clear strategy on how to use 

this external funding effectively. This can lead to startups becoming trapped in a cycle of 

dependence, where they continuously seek further funding to meet operational needs without 

ever reaching financial sustainability. 

Additionally, high dependence on external funding can create pressure for startup 

founders. They often feel pressured to meet the expectations of investors who demand quick 

and large returns. This can lead to hasty decisions and may not fully prioritize the long-term 

interests of the business. Corbett (2016) suggests that too much reliance on external funding 

can reduce the control founders have over their companies. Ultimately, startups can become 

trapped in the pressure to generate quick profits, which does not always align with 

sustainable development and long-term strategic planning. 

Therefore, while external funding provides opportunities for faster growth, it is crucial 

for startups to plan a clearer and more independent financial management strategy. Startups 

need to begin considering how they can reduce dependence on external funds by improving 

cash flow and increasing revenue from their own operations. In doing so, they can achieve a 

balance between external investment and the ability to generate sufficient income to support 

sustainable growth without relying entirely on outside capital. 

Overall, external funding can be a very useful tool for starting and accelerating the 

growth of digital startups. However, startups need to be cautious in managing this 

dependence and ensure that they have a clear strategy for achieving long-term profitability 

to avoid becoming trapped in a dependence cycle that could harm the sustainability of their 

business. 
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3. Lack of Understanding of Strategic Financial Management 

Another important finding in this research is the lack of adequate understanding of 

effective financial management among digital startup founders in Indonesia. Although many 

startup founders possess strong technical skills or good marketing capabilities, they often 

lack sufficient experience in planning and managing finances professionally. This leads to 

many errors in budgeting, fund allocation, and cost control, which in turn can harm the 

development and growth of the startup. 

Barenstein (2018) highlights that the lack of understanding of effective financial 

management strategies often leads to fatal errors in budget planning and fund usage. Many 

startup founders treat financial management as less important or less of a priority compared 

to technical or product marketing aspects. In fact, good financial management is crucial to 

ensuring operational continuity and the survival of the company. Without a solid financial 

strategy, startups often spend funds inefficiently, even if they have an innovative product or 

a strong team. In the long run, these financial management mistakes can lead to bankruptcy 

or liquidity problems that affect day-to-day operations. 

Iyer & Soboleva (2020) reveal that proper and strategic financial management is 

necessary to ensure the survival of startups in a highly competitive market. They emphasize 

that without a deep understanding of how to manage funds wisely, startups will struggle to 

manage operational costs and increase their growth potential. For example, poor cash flow 

management can result in problems paying employee salaries, paying suppliers, or covering 

other important operational costs. 

According to Corbett (2016), startup founders with technical or marketing 

backgrounds often lack the skills to strategically plan budgets. They tend to focus on product 

development and marketing, while financial management, which is the foundation of 

business survival, is often neglected. This leads to less optimal financial decisions that can 

potentially harm the company in the long run. 

It is, therefore, important for startup founders to recognize the importance of strategic 

financial management. They need to develop skills in budgeting, proper fund allocation, and 

efficient cost management. This will not only help them run day-to-day operations more 

smoothly but also increase their chances for long-term growth and success. Additionally, 

startup founders should seek professional assistance in financial management or build a 

competent team in the finance field to ensure that decisions are made more carefully and 

based on valid data. 

Overall, a lack of understanding of strategic financial management can hinder the 

success of a startup, even if they have a great product or a solid team. Therefore, it is crucial 

for startup founders to improve their financial management knowledge to strengthen their 

business foundation and support sustainable growth. 

4. Utilization of Technology in Financial Management 

One of the solutions found in this research is the utilization of technology to assist in 

financial management in digital startups. As technology advances, many startups are 

beginning to adopt cloud-based software and financial applications to monitor cash flow, 

manage budgets, and generate real-time financial reports. This technology enables more 

efficient and accurate financial management, which is essential for the survival of startups, 

especially those in the early stages. The use of technology allows startup founders to identify 
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financial issues early on and make more informed decisions based on accurate and detailed 

data. 

This finding is in line with Van de Ven (2007), who states that the use of technology 

can facilitate financial management, as it allows for faster and more accurate access to 

information, which in turn helps make better decisions. Technology can also reduce human 

error in financial management and speed up the process of generating financial reports, 

which is crucial for making better and data-driven decisions. 

However, despite the potential of technology to improve financial management 

efficiency, not all startups are utilizing it to its fullest. Some startup founders remain hesitant 

to invest in financial software or applications due to cost concerns, a lack of understanding 

about long-term benefits, or even a lack of awareness of the technological solutions 

available. Roberts & Cameron (2021) suggest that using cloud-based software that can 

automatically monitor cash flow and analyze financial reports is an important step in 

improving the financial management efficiency of digital startups. This software not only 

helps startups monitor cash flow more easily and quickly but also allows them to plan 

budgets better and identify potential financial issues earlier. 

Additionally, Van de Ven (2007) also emphasizes that technology can help startups 

improve financial transparency. With real-time access to financial data, startup founders can 

easily track expenses, income, and changes in financial conditions, enabling them to make 

adjustments more quickly. This is especially important in highly dynamic markets, where 

quick and accurate decisions are needed. 

However, the main challenge in adopting financial technology is the relatively high 

initial cost to implement these systems and the need for adequate training for staff or 

founders who are not familiar with financial software. Despite this, Roberts & Cameron 

(2021) stress that this initial investment should be viewed as an important step in improving 

long-term financial management efficiency, which can ultimately help startups reduce 

dependence on external funding. By utilizing the right financial technology, startups can 

become more independent in their financial management and more easily achieve 

sustainable profitability. 

Overall, the utilization of technology in financial management can provide many 

benefits for digital startups, including easier cash flow management, better budget planning, 

and more accurate, data-driven decision-making. Therefore, it is important for startups to 

consider investing in cloud-based financial software that can help them manage their 

finances more efficiently and sustainably. 

5. Efficient Capital Financing Management 

Another finding in this research shows that while many startups rely on investors for 

funding, there are significant differences in how they utilize that capital. Some startups 

manage to use capital efficiently, especially by prioritizing product development and 

marketing, which can have a direct impact on their growth. However, on the other hand, 

some startups get trapped in inefficient spending, such as spending on product development 

that does not yield measurable results or other expenses that do not directly contribute to 

increased revenue or business growth. This highlights the importance of careful and planned 

capital management. 
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Kiel (2020) states that the strategic use of funds is critical to ensure that startups not 

only survive but also grow in the long term. He argues that good fund management is not 

only about allocating resources for daily operations but also about how the funds are used to 

build a foundation for sustainable growth. Efficient capital financing means that available 

funds must be directed toward areas with the highest potential for creating impact, such as 

product development that can attract more customers or marketing that can increase brand 

awareness in a broader market. 

However, many startups face the problem of expenditure decisions driven by the 

pressure to grow quickly and generate profits in a short time. This can lead to resource 

wastage on unfocused initiatives or developments that may not meet market needs or the 

company’s long-term strategic goals. Corbett (2016) also highlights that the lack of strategic 

planning in capital use often leads to inefficient spending, which can ultimately harm the 

startup in the long run. 

Startups need to plan their expenditures carefully while considering their long-term 

objectives. One way to do this is to have a detailed budget and prioritize investments that 

directly support growth and profitability. Müller & Görg (2019)also add that startups that 

are wise in managing their capital do not just prioritize expenditures for daily operations but 

also focus on long-term investments that will lead to greater returns, such as technology 

improvements, innovative product development, or sustainable market expansion. 

The importance of efficiently planning expenditures is also related to the ability to 

manage debt or other financial obligations wisely. Van de Ven (2007) reminds that poor 

financial management, including inefficient capital use, can lead to an inability to pay 

financial obligations, which will damage the startup's reputation and financial stability. 

Overall, efficient capital financing management is key to ensuring that startups can 

grow healthily and sustainably. Startup founders must plan their expenditures carefully, 

prioritize investments that can drive long-term growth, and avoid unmeasured spending that 

does not directly contribute to the achievement of business goals. With strategic and planned 

capital management, startups will be better prepared to face competitive market challenges 

and achieve sustainable profitability. 

6. The Role of Founders in Financial Management 

Most startups rely on their founders for financial management, particularly during the 

early stages of operations, where founders are often responsible not only for product 

development and marketing but also for managing budgets, cash flow, and capital financing. 

However, problems arise when founders lack an adequate finance team or sufficient 

expertise in professional financial management. In many cases, founders with technical or 

marketing backgrounds feel more comfortable in the aspects of product development and 

market strategy, but fail to give adequate attention to the importance of effective financial 

management. This can lead to poor and risky financial management decisions, which in turn 

can harm the startup in the long term. 

Bianchi & Post (2020) emphasize that it is crucial for startup founders to build a strong 

and knowledgeable finance team to support the success of their companies. As business 

leaders, founders need to understand that financial management is not just about keeping 

cash flow positive, but also about wisely planning budgets, making realistic financial 

projections, and ensuring funds are allocated to the most important needs. Without a strong 
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finance team, financial decisions may not be based on accurate data and careful analysis, 

which could lead to resource wastage or mistakes in financial strategies. 

Establishing a competent finance team is also vital to supporting more strategic 

business decisions. Corbett (2016)suggests that startup founders need to ensure they have 

access to professionals who can provide objective and analytical views on the financial 

position of the startup. Moreover, this team can help monitor expenses, assess risks, and 

identify opportunities for cost efficiencies that may be overlooked by founders who are more 

focused on other aspects of the business's operations. 

As startups grow, the role of founders in financial management also involves making 

sound decisions regarding the allocation of funds. Van de Ven (2007) stresses that startup 

founders must have a deep understanding of how their finances are managed, including 

where and how capital is used and how to plan expenditures to support sustainable growth. 

If founders cannot make sound decisions about managing funds, the risk of failure will 

increase, especially when faced with inevitable financial challenges during the early growth 

phases. 

The establishment of a finance team also helps build strong internal oversight systems, 

which are essential for maintaining the accuracy of financial reports and ensuring 

compliance with tax and legal regulations. Roberts & Cameron (2021)note that good internal 

oversight will strengthen investor and stakeholder confidence in the startup's financial 

integrity. 

Overall, although founders play a vital role in financial management, they must also 

realize that building a competent finance team is crucial for the sustainability and success of 

their startups. With a trained and experienced finance team, startups will be better equipped 

to manage financial risks, plan expenditures wisely, and make strategic decisions that can 

drive sustainable business growth. 

 

CONCLUSION 

This research aims to explore the financial management patterns applied by digital 

startups in Indonesia and the challenges faced by their founders. Based on the analysis, it 

was found that ineffective cash flow management is a primary issue often faced by digital 

startups, especially during the early stages of operations. Many startups struggle to plan and 

monitor cash flow, which in turn hinders their operational smoothness and growth. 

Dependence on external funding, such as venture capital and funds from investors, is also 

dominant in the early stages; however, the inability to manage funds efficiently can lead to 

long-term problems. 

Moreover, many startup founders lack a sufficient understanding of strategic financial 

management, particularly related to managing budgets, cash flow, and effectively using 

funds. This limitation is further exacerbated by their lack of experience in professionally 

planning and managing finances. Therefore, it is crucial for founders to enhance their 

understanding of financial management and build a team with expertise in this field. 

However, amidst these challenges, there is hope in the form of financial technology 

utilization. Using cloud-based software to monitor cash flow and plan budgets can improve 

financial management efficiency. This technology allows startups to have better control over 

their finances and reduce dependence on external funding. 
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Overall, effective financial management is crucial for the survival and growth of 

digital startups. It is essential to deepen understanding of financial management and use 

technology that can support better financial practices. With these steps, digital startups are 

expected to become more sustainable and grow steadily in an increasingly competitive 

market. 
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