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[bookmark: _m86rh85f0cfb][bookmark: _Toc174983549]Introduction
[bookmark: _ekd17jmnb0q8][bookmark: _Toc174983550]Background
Exploring the financial statements is considered a vital part of business management with more compactness for the early and startup business visionaries. As indicated by Müller et al. (2023), fiscal summaries give significant bits of knowledge about an organisation's exhibition, financial well-being, and future practicality. Deciphering these assertions can be especially trying for new companies, which much of the time have restricted assets and need financial ability. The complicated idea of financial reports, lacking financial information, deficient admittance to master counsel, and different difficulties regularly are faced by these early entrepreneurs.
Financial reporting standards vary depending on the industry and its operational realities. For instance, it has been demonstrated that the adoption of International Financial Reporting Standards (IFRS) affects the readability and complexity of corporate annual reports. The difficulty of navigating various financial reporting standards can overwhelm founders of new businesses, which could result in mismanagement (Ebaid, 2023). Inadequate financial disclosures can result from a lack of comprehension of these standards, which may mislead stakeholders and investors. For instance, businesses that do not follow certain industry standards run the risk of being scrutinized and losing their credibility, both of which can hurt their chances of expanding.
[bookmark: _xu53r4cpyiy9][bookmark: _Toc174983551]Significance of the study 
The research study is significant for addressing the contextual learning gaps in the literature as regards the financial management challenges faced by early and startup entrepreneurs. The findings of the research have practical implications for startups by following the most contextual systematic approaches and methodological applications. The study will provide valuable insights into the density-specific factors that influence financial statement analysis given the fact of data-oriented discussions and analytical approaches. 
[bookmark: _b3dupg5p8ts2][bookmark: _Toc174983552]Purpose of the research
The purpose of the research study is to identify and analyse the common challenges that early and startup entrepreneurs face in the context of financial statement analysis. The purpose of the study is to determine how these obstacles differ across industries. The study will provide a comprehensive comprehension of the variety of challenges associated with financial statement analysis and its implications for entrepreneurs operating in various industries by examining industry-specific factors and practices. Articulating the improved financial management skills for early and startup entrepreneurs with the strategic utilisation of best practices, tools and resources can enhance the competitive business environment.
[bookmark: _z5zic18haslk][bookmark: _Toc174983553]Aim
The research study aims to investigate the specific challenges that early/startup entrepreneurs encounter in the context of financial statements in various industrial and business prospects.
[bookmark: _9jk1m0vp2cwm][bookmark: _Toc174983554]Objectives
· To identify common challenges faced by early/start-up entrepreneurs when analysing financial statements.
· To evaluate how these challenges vary across different industries.
· To assess the impact of these challenges on decision-making and business performance.
· To propose strategies to overcome these challenges and improve financial analysis capabilities.
[bookmark: _raiek4yqz6kl][bookmark: _Toc174983555]Research Questions
· What are the primary challenges faced by early/start-up entrepreneurs in analysing financial statements?
· How do these challenges differ across various industries?
· What impact do these challenges have on the decision-making processes of early/start-up entrepreneurs?
· What strategies can be recommended to help early/start-up entrepreneurs better analyse financial statements?
[bookmark: _6kvtkeosbxno]

[bookmark: _vhjczseoc4ue][bookmark: _Toc174983556]Review of Literature 
[bookmark: _5hp9yjrewxvf][bookmark: _Toc174983557]Challenges Faced by Early/Start-Up Entrepreneurs in Financial Statement Analysis
According to Wahyuni et al. (2023), early-stage business visionaries frequently battle with the financial literacy that affects the more prominent financial administration and explanations. New companies' manageability and endurance are altogether affected by their absence of financial aptitude. Financial proficiency is fundamental for the foundation of new organisations and their continuous achievement. Financial education improves a businessperson’s probability of ordinary financial detailing, which helps with execution observing and upgrading. Business visionaries with an absence of financial training are bound to encounter business disappointment due to the differences in financial schooling. Obligatory financial detailing could bring down the pace of disappointment in new organisations, which backs this up. Numerous entrepreneurs need sufficient bookkeeping information, which is fundamental for using sound judgment and keeping a business over the long haul. Poor financial administration can result from an absence of financial mastery, which eventually adds to the high disappointment paces of new organisations.
According to Utomo et al. (2020), New startup entrepreneurs, particularly those with restricted financial information, face huge challenges because of the intricacy of budget summaries. Dealing with a business' funds and getting investment represent extra difficulties for minority business visionaries, who regularly sendoff organisations with restricted financial information. It is challenging for these early entrepreneurs to understand and explore budget reports since they habitually run into financial shortages, have higher obligation levels, and do not approach formal financial schooling or expert organisations. Their capacity to draw in speculation and settle on all-around informed business choices might be impeded by this intricacy, which will eventually affect their organisations' suitability and expansion. The improvement of socially proper financial proficiency programs, the development of mentorship valuable opportunities, the upgrade of capital access through designated subsidizing, and the advancement of variety inside the funding business are instances of strategy mediations that are planned to help minority businesspeople.
[image: ]
Figure 1: Financial statement analysis limitations and challenges
(Source: Revsine et al. 2021)
[bookmark: _widi5zerv0yr][bookmark: _Toc174983558]Industry-Specific Variations in Financial Challenges
According to Boiko et al. (2024) industry-explicit financial reporting principles, particularly the Financial Reporting Standards (IFRS), have in a general sense streamlined financial divulgence universally. IFRS gives a united design, further developing straightforwardness and resemblance across borders, which is huge for overall organisations. The gathering of IFRS diminishes consistency complexities, develops market robustness, and lifts financial patron assurance by ensuring exact and unsurprising financial reports. Further, IFRS chips away at accounting processes, working with combinations, acquisitions, and permission to worldwide capital. Its nonstop improvement ensures that it stays relevant in a one-of-a-kind overall economy, further propelling trust and capability in financial business areas.
The extraordinary qualities of various businesses altogether impact the way to deal with financial investigation. Tech new companies are characterized by high development and theoretical resources, requiring different valuation strategies contrasted with customary assembling firms. This difference influences how businesspeople in these areas approach budget report examination. Moreover, industry life cycle arrangements fundamentally influence the translation of financial proportions, proposing that business people should change their examination given their industry's development.
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Figure 2 The evolution of IFRS
(Source: Boiko et al. 2024)
[bookmark: _jwytp9vwy936][bookmark: _Toc174983559]Implications of Financial Challenges for Business Decision-Making
According to Cohen and Wirtz (2022), Financial management and decision-making are critical factors in the success or failure of new startups, particularly in the technology sector. For strong growth to occur, entrepreneurs and their investors must align their decision-making styles. Effective communication, goal alignment, and successful fundraising are all made possible by sharing a predictive decision-making approach with investors like business angels (BAs) and venture capitalists (VCs), which results in a startup's growth trajectory being more robust. However, despite securing significant funding, startups led by control-oriented, non-predictive entrepreneurs typically experience only moderate growth. Also, investors' ability to change how they make decisions over time can have a bigger impact on the startup's growth potential because they might encourage entrepreneurs to change their approach to fit new circumstances, which would boost growth. The Quadro contextual investigation outlines an effective dynamic style where the business visionary zeroed in on adjusting to changing conditions as opposed to following a predefined objective. At first, Quadro's leaders meant to sell the business, however, their control-situated approach drove them to foster elective plans, for example, zeroing in on an instrument project over a particle project because of financing difficulties. The confusion between this non-prescient, adaptable methodology and the VCs' more inflexible, prescient style eventually prompted subsidizing hardships and stressed associations with financial backers, influencing the organisation's development direction.
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Figure 3: Corporate financial strategy
(Source: Błach, 2020)
[bookmark: _unu38eqpzu1][bookmark: _Toc174983560]Strategies for Overcoming Financial Analysis Challenges
According to Harahap et al. (2022), by providing entrepreneurs with essential financial knowledge and decision-making skills, financial literacy programs significantly improve their retirement planning. These kinds of programs help people learn about economic principles, how to evaluate risks, and how to save money. This makes it easier to plan for retirement and has a positive impact on their financial future. Improved financial decision-making and readiness for retirement are correlated with higher levels of financial literacy. The positive relationship between financial literacy and effective retirement planning is highlighted by these programs, which also address gaps in financial knowledge that influence retirement saving behaviors. Overall, financially literate entrepreneurs are better able to manage their money and are more prepared for retirement.
[bookmark: _j1mejdye6ei]

[bookmark: _skwsuftyldwd][bookmark: _Toc174983561]Methodology
[bookmark: _891bwobnpdbs][bookmark: _Toc174983562]Research Philosophy
The research philosophy that the research study is underpinning is positivism. Positivism focuses on the observable empirical evidence gathered through quantitative data and information. This philosophical approach enables the greater analysis of the research study for drawing generalized conclusions and understanding. Objectives can be tested and causal relationships between variables related to difficulties in financial statement analysis can be found due to the positivist paradigm.
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Figure 4: Research onion
(Source: Haydam, N.E. and Steenkamp, 2020)
[bookmark: _cd2e1md2ypq9][bookmark: _Toc174983563]Research Approach	
A deductive approach will be implemented in the research study. Deductive earring inserts the testing and application of the existing theories through extensive empirical data (Palepu et al. 2020). The deductive approach has proved to be suitable for quantitative research for the validation of the existing theories. The research can either confirm existing theories or identify areas where they may require modification in the context of entrepreneurial finance by taking this approach. Both contributions can be made to the existing body of knowledge.
[bookmark: _o5wfnpi9zuv3][bookmark: _Toc174983564]Research Design	
The design of the research study is based on the qualitative and quantitative aspects providing the key strategic insights. This study employs a quantitative design for identifying the descriptive and correlated insights. The specific difficulties that early or start-up entrepreneurs face when analysing financial statements will be outlined in descriptive research. The relationships between these challenges and variables like industry type and business size will be the focus of correlational research. This research design thus provides the most related and comprehensive data-oriented exploration and understanding of the issues across diversified business contexts and industries. 
[bookmark: _g75kbj2bwe3n][bookmark: _Toc174983565]Research Strategy	
The strategy for the research study includes a survey to get the largest sampling of participants. This strategy proved to be effective for collecting the most relevant and strategic quantitative data on the diversified perspectives of the particles for the financial statement among the largest community of early entrepreneurs (La Torre et al. 2020). This diversified sampling strategy proves to be essential as regards getting a comprehensive understanding of the various business settings and industries. This survey strategically provides essential statistical and data-oriented insights into understanding the most related prospects of the research objectives.
[bookmark: _ekr74krswnlq][bookmark: _Toc174983566]Research Method	
The structured research questionnaire of closed-ended questions is framed for collecting the most related data and information from the selected participants. For consistency and strategic analysis, the responses are collected with multiple-choice questions online. The collected data provide the key insights from the responses that ensure each participant answers the questions without having any biases (Revsine et al. 2021). This approach contributes to the reliability and acceptance of the data and analysis. Questions will be carefully crafted to address specific aspects of challenges associated with financial statement analysis, including technical knowledge, resource constraints, and industry-specific issues.
[bookmark: _9d314nkrovej][bookmark: _Toc174983567]Data Collection 
An online survey using Google Forms, the research study will distribute the articulated survey questionnaire to the selected 100 participants. This method determines the efficiency of the data collection from the diverse sample. Participants will be selected based on the various business incubators, startup networks and professional associations for entrepreneurs. This online format of getting responses from the participants will provide a greater representation of various industries, businesses and stages of development. 
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	Finalize data analysis
	
	
	
	
	
	
	
	
	
	
	
	

	Draft findings and analysis section
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	Revise and finalize dissertation proposal
	
	
	
	
	
	
	
	
	
	
	
	

	Prepare for submission
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Survey questionnaire
1. How confident are you in your ability to analyse financial statements?
1. Very confident
2. Somewhat confident
3. Neutral
4. Somewhat unconfident
5. Very unconfident
2. Do you have formal education or training in financial management?
1. Yes
2. No
3. How frequently do you review your financial statements?
1. Weekly
2. Monthly
3. Quarterly
4. Annually
4. How often do you encounter difficulties in understanding financial terminology?
1. Never
2. Rarely
3. Sometimes
4. Often
5. Always
5. Have you ever used financial analysis software or tools?
1. Yes
2. No
6. Do you feel that financial statements are too complex for your current business needs?
1. Strongly agree
2. Agree
3. Neutral
4. Disagree
5. Strongly disagree
7. How important do you consider having access to financial advisors for your business?
1. Very important
2. Important
3. Neutral
4. Not very important
5. Not at all important
8. Have you faced any challenges in accessing financial resources or tools for your business?
1. Yes
2. No
9. Do you believe that industry-specific financial reporting standards impact your ability to analyse financial statements?
1. Strongly agree
2. Agree
3. Neutral
4. Disagree
5. Strongly disagree
10. How satisfied are you with the financial reporting practices of your business?
1. Very satisfied
2. Satisfied
3. Neutral
4. Dissatisfied
5. Very dissatisfied



2

image4.png
Philosophies
Experiment

Approaches

Strategies

collection
and data
analysis

Longitudinal

Time

horizons
Archival research

Techniques and

procedures.




image1.png
PROFITABILITY
RATIOS.
Gross profit

margin

Net profit

margin

« ROCE

« Netasset
tumover.

LIMITATIONS.
Difficulty of prediction

accounts

* Effects of changes in
accounting policies

« Uimited information
available

organisations.

when using historical cost

« Problem of window dressing

« Limitations of raio analysis.

Many ratios not applicable
to specialised not for profit

INTERPRETATION OF
FINANCIAL STATEMENTS

uquipiTy
RATIOS.
Current ratio
Quick ratio
Inventory
tumover
Receivables
collection
period
Payables
payment
period.

FINANCIAL
STABILITY
RATIOS
« Gearing
« Interest

‘CURRENT COST
AND CURRENT
PURCHASING POWER
ACCOUNTS.

 Advantages over

historical cost
accounts
« Limitations.

LONG-TERM

Dividend

RELATED PARTY

TRANSACTIONS

May distort
financial statements





image2.png
1 awoduction to IFRS origias 1970s)

Formation of e Inemational Accountng Stamdards Commitee (ASC)
e ey 19705
Objecive: Developing siobally acepted accounting standars for
“memssond companion

2 Trnsison 1 IFRS Q001)

‘Estblihment of he luematona Accoumting Stadads Boad (1ASS)
o seplace he IASC.
Stifttowards developng Inemaboral Faancil Reporting Standacds
FRS) o repace ntemations Accousting Stadds (AS).

3. Eadly adoption by te Essopean Union (EV) G205)

U mandars Hsvd compaties 1o 3dopt IFRS for thew consoliand
‘Snancil semens.
Signiicance: EUs influence catalyzes global adoption of IFRS.

4 Global adopton ud reach of IFRS (Presen)

N B 30 i ot g e o S
Aﬂﬂﬂgm_p_y m...umy nd comssency
fmmcl reportng workdwide

5 Contimuons evoluion 224 updtes (Ongoms)

TASE s reglar rview 3ad updat of [FRS smdard o elect scomomie

PR~ S —
o o g i

6. Future Outook (Prospect)

‘Contmsed convergeace aud alopaon of IFRS cxpecied 1o enbance globil
il marke avegry
Importance of bigh-quily. elobally secepted accouning stndards for
‘st and sabdty @ fnancil reportmg.





image3.png
BUSINESSENVIRONMENT

Decisiontoapply financial | STAKEHOLDERS

innovations

CORPORATE. barters
FINANCIAL STRATEGY

Financialinnov:

financing decisions

Financialinnovations in

working capital management

Value creation T

Financialinnovations in

investment decisions

Financialinnovations

inrisk management

Opportunities

Consequences of

financial innovations

and benefts





