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The implementation of financial planning and cost accounting instruments in startups

Markus Pfützenreuter

Technische Universität Berlin

Abstract

This master thesis examines the question of how financial planning and cost accounting instruments are implemented in
startups depending on their development stages. For this purpose, eleven semi-structured interviews were conducted with
executives of startups in different development stages and an external expert. The results of this study show that startups follow
a uniform approach along the development stages when implementing financial planning. Regarding the implementation
of the individual financial planning instruments and cost accounting, various implementation differences and development
steps between the development stages were identified. These differences and development steps are related to the industry,
company growth, and business model expansion of the startups. Overall, this master thesis provides new and valuable insights
for startups and scientists. For startups, the results are indications for the implementation and expansion of financial planning
and cost accounting. For the scientific community, the results of this thesis represent the first cross-stage investigation of the
implementation of specific management control systems.

Keywords: Startups; Financial planning; Cost accounting; Management control systems.

1. Introduction

1.1. Motivation
Startups are crucial for stable economic growth, inno-

vative strength, and the long-term competitiveness of an
economy.1 Examples such as N26 or Delivery Hero show
how startups create new jobs with disruptive business mod-
els, put established companies under pressure to remain
innovative, and improve the everyday lives of their business
partners or customers. However, before startups reach such
a level of maturity as N26 or Delivery Hero, they undergo
numerous transformation processes during their growth, in
which they must overcome many internal and external chal-
lenges.2 The internal challenges of growing startups include
increasing problems in coordination and communication,
the emergence of new functionalities and more interrelated
jobs, and the multiplication of management hierarchy lev-
els.3 In addition, startups are confronted with increasing

1Cf. Zinke et al., 2018, p.20.
2Cf. Greiner, 1998, p.56; Bourne, 2014, p.97. When indicating several

sources, the order of the sources depends on their importance for the respec-
tive subject matter.

3Cf. Greiner, 1998, p.56.

competitive pressure, environmental uncertainties, and con-
stantly changing technologies.4 To deal with these increasing
challenges, managers regularly adopt Management Control
Systems (MCSs), such as financial, human resource or strate-
gic planning tools, in the early development stage of their
startup.5 Such MCSs help startups to professionalize by
making the necessary transformation from an informal to a
formal, information-based management approach.6 In this
way, MCSs support the management, for example, by sup-
plying the information needed for decision making, but also
by preventing a loss of control due to a lack of monitor-
ing.7 Consequently, MCSs are considered as an important
instrument to promote company growth.8

Given the positive impact of MCSs on the development of
startups, numerous scientists have examined MCSs in star-
tups in greater depth over the past decades. These studies
can be summarized into three overarching lines of research.

4Cf. Bourne, 2014, p.97.
5Cf. Davila & Foster, 2007, p.907; Sandino, 2007, p.265.
6Cf. Davila (2005), p.224.
7Cf. Davila & Foster, 2007, p.908; Sandino, 2007, pp.265f..
8Cf. Davila & Foster, 2007, p.930; Davila & Foster, 2005, p.1041; Davila,

Foster, & Jia, 2010, p.87.
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A first set of studies examined the relevant MCSs in
startups. Here, Davila and Foster have shown that finan-
cial planning represents the earliest and most frequently
adopted MCS category, followed by human resource and
strategic planning.9 In contrast, cost accounting, as a subset
of MCSs10, receives less attention in new economy firms,
according to Granlund and Taipaleenmäki.11

A further set of studies has examined numerous variables
that influence the adoption of MCSs. For example, Davila
and Foster found associations between the adoption rate and
venture capital financing or the number of employees.12

A last set of studies has investigated the impact of MCSs
on the development of startups. These studies have iden-
tified, for instance, improved performance13 and higher
company valuations14 of startups through the integration
of MCSs.

However, these studies have disregarded the qualitative
implementation of MCSs. Since the implementation also po-
tentially influences the company’s development, there is still
a need for further research in this area. Davila and Foster
identified initial qualitative differences in the implementa-
tion of MCSs as part of a field study, without further investi-
gating this issue.15 Accordingly, the qualitative implementa-
tion of MCSs, especially with regard to the different develop-
ment stages of startups, is still unclear and calls for further
research.

1.2. Objectives and methodology
Against this background, this master’s thesis aims to ad-

dress this research gap and examines the implementation
of specific MCS instruments, using the example of financial
planning and cost accounting tools, in startups, depending on
their development stages (early, expansion, and later stage).
Accordingly, the primary objective of this thesis is to answer
the following research question:

How do startups implement financial planning and cost ac-
counting instruments, depending on their development stages?

By investigating this research question, this study also
aims to identify commonalities and differences in the devel-
opment stage-specific implementation of financial planning
and cost accounting instruments. Finally, this study has the
objective of elaborating an overview in which the qualitative
development steps of financial planning and cost accounting
between the development stages are illustrated.

In order to examine the research question, a qualitative
field study was conducted. Field studies aim to gain a deeper
understanding of a research topic and are suitable for obtain-
ing explanations and justifications from the practical environ-
ment.16 Considering the still unexplored research area to be

9Cf. Davila & Foster, 2007, p.907.
10Cf. Chenhall, 2003, p.129; Davila & Foster, 2005, p.1040.
11Cf. Granlund & Taipaleenmäki, 2005, p.34.
12Cf. Davila & Foster, 2007, p.907.
13Cf. Sandino, 2007, p.265.
14Cf. Davila, Foster, & Jia, 2015, p.207.
15Cf. Davila & Foster, 2007, p.934.
16Cf. Yin, 2009, p.9; Miles, Hubermann, & Saldaña, 2014, p.11.

investigated, this approach is appropriate in order to gener-
ate initial results in a startup setting. For this purpose, a to-
tal of eleven semi-structured interviews were conducted with
executives from startups of different development stages and
industries as well as an external expert, from whom more
in-depth explanations of the startups’ approaches to imple-
menting financial planning and cost accounting could be ob-
tained.

1.3. Structure
This master’s thesis is structured into six chapters. In or-

der to ensure an adequate theoretical understanding, the sec-
ond chapter of this thesis defines relevant terms, presents the
current state of research on MCSs, and introduces the rele-
vant concepts of financial planning and cost accounting. Sub-
sequently, chapter three justifies the choice of the qualitative
research approach in more detail, before describing the selec-
tion and sample of the interview partners and the procedure
for the analysis of the semi-structured interviews. In chap-
ter four, the results of the data analysis on the implementa-
tion of financial planning and cost accounting instruments in
startups are presented according to the specific development
phases. These results are discussed in the fifth chapter of this
thesis, where they are compared and contrasted with the ex-
isting literature and expectations. Finally, the conclusion of
this thesis answers the research question and offers outlooks
for future research.

2. Theoretical foundations

In order to ensure a comprehensive understanding of the
present thesis, this chapter introduces the necessary theoreti-
cal framework concepts concerning the research question. In
the opening section of this chapter, the essential characteris-
tics of a startup company will be described in more detail.
Subsequently, the second section introduces the fundamen-
tals of MCSs and the current state of research on MCSs. In the
following two sections, the basics of financial planning and
cost accounting, as the two authoritative control systems for
this thesis, will be presented. Finally, a brief summary will
outline the current state of research and justify the necessity
of the research subject.

2.1. Characteristics of a startup
In the context of this thesis, startup companies from dif-

ferent development stages will be considered. To ensure a
consistent conceptual understanding, this section defines the
term startup and introduces the relevant development stages.

2.1.1. Definition of a startup
The literature contains many definitions for startup com-

panies, of which none has yet proven to be authoritative or
universally valid.17 Therefore, it is even more important to

17Cf. Weber, 2016, p.12; Luger & Koo, 2005, p.17; Zaech & Baldegger,
2017, p.158.
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define a precise terminology of a startup for the following
thesis.

Initially, the term startup was associated with a com-
pany in its early development stage.18 Since this definition
includes all types of new businesses, it was further spec-
ified to distinguish between general business foundations
and startup companies.19 The most common definition of a
startup in academic literature is provided by Blank20, who
defined a startup as “a temporary organization designed to
search for a repeatable and scalable business model.”21 Skala
examined Blank’s definition more closely and identified two
key characteristics of a startup company in his definition.
First, startups look for a business model characterized by
uncertain market demand, and second, the startup’s busi-
ness model must be able to scale. As part of her study, Skala
examined numerous other startup definitions from scientists,
institutions, and entrepreneurs and identified a total of four
critical characteristics of a startup company, as follows:

• A startup is a young company and has limited re-
sources;

• It offers innovative solutions in an innovative way;

• It is ambitious and fast-growing, and

• It operates in the digital industry.22

Kollmann et al. have taken up the criteria listed above in
the German Startup Monitor and defined a startup as a com-
pany that is “younger than ten years, [is] growth-oriented
in terms of [its] employees/sales and/or (highly) innovative
in terms of [its] products/services, business models and/ or
technologies.”23 Therefore, to be classified as a startup com-
pany according to their definition, the company must fulfill
the first criterion (younger than ten years) and at least one
of the last two criteria (growth-oriented and/or innovative).
Thus, the German Startup Monitor understands a startup as
a young company with an innovative and/or scalable busi-
ness model.24 The operating industry as a further classifica-
tion criterion was deliberately omitted from this definition.25

Consequently, Kollmann et al. included startup companies
from all sectors in their study. They revealed that overall,
90% of the startups studied had business models that were
digital (e.g., IT solutions) or hybrid (mixture of digital and
analog, such as technology development and production),
and the remaining 10% of the startups had an analog busi-
ness model (e.g., stationary commerce).26 Accordingly, most

18Cf. Csaszar, Nussbaum, & Sepulveda, 2006, p.151; Zaech & Baldegger,
2017, p.158.

19Cf. Kollmann, Jung, Kleine-Stegemann, Ataee, & de Cruppe, 2020, p.18.
20Cf. Spender, Corvello, Grimaldi, & Rippa, 2017, p.4; Skala, 2019, p.15.
21Blank, 2013, p.67.
22Cf. Skala, 2019, pp.16-21.
23Kollmann et al., 2020, p.14.
24Cf. ibid., p.18.
25Cf. Kollmann, Stöckmann, Hensellek, & Kensbock, 2016, p.14.
26Cf. Kollmann et al., 2020, p.24.

startups originate from the digital industry, despite the delib-
erate omission of the industry classification criterion.

This thesis links the definition of the German Startup
Monitor with the startup characteristics by Skala. Thus, a
startup in the context of this thesis is defined as a company
that is “younger than ten years, [. . . ] growth-oriented in
terms of [its] employees/sales [. . . ], (highly) innovative in
terms of [its] products/services, business models and/or
technologies”27 and operates in the digital industry.28

2.1.2. Development stages of a startup
During their growth, startup companies go through dif-

ferent development stages, characterized by diverging goals,
tasks, and challenges. Three overarching stages – the early,
expansion, and later stage – have been established as deci-
sive in the literature.29 Sometimes these stages are further
fragmented to characterize the startup’s development state
more in-depth.30 In the following, these development stages
are described in more detail with regard to their further sub-
division, tasks, goals, and challenges.

Early stage

Startup companies begin their development process in
the so-called early stage. The early stage starts with the de-
velopment of an idea for a potential product/ service, busi-
ness model or technology and ends with the founding of the
startup and generating the first revenues.31 According to the
German Startup Monitor, 73.1% of the examined startups are
in the early stage, which therefore represents the quantita-
tively largest development phase.32 In the literature, this
stage is often further subdivided into the pre-seed-, seed-,
startup- and occasionally also into the first stage.33

In the pre-seed stage, the idea generation and feasibility
analysis are the focus of activities.34 The future founders an-
alyze in this context the market potential and acceptance of
future users of their business idea, the resource requirements
and availability, and evaluate their idea with other founders.
At the end of this stage, a rough concept of the business idea
should be defined.35

27Ibid., p.14.
28Cf. Skala, 2019, p.21.
29Cf. Schachel, Lachmann, Endenich, & Breucker, 2021, p.682; Kollmann,

2019, p.135; Tech, 2014, p.3.
30Cf. Kollmann et al., 2020, p.21; Salamzadeh & Kesim, 2015, p.5; Pas-

saro, Rippa, & Quinto, 2016, p.8; Tech, 2014, p.3.
31Cf. Kollmann et al., 2020, p.21; Salamzadeh & Kesim, 2015, pp.5f.;

Kollmann, 2019, p.134; Passaro et al., 2016, p.8; Tech, 2014, p.3.
32Cf. Kollmann et al., 2020, p.21. In this context, the German Startup

Monitor divides the early stage into the seed- and startup stage. In total,
1,946 startup companies (without industry restrictions) were analyzed in
the study (cf. Kollmann et al., 2020, p.21).

33Cf. Kollmann, 2019, p.134; Sammer, 2021. Salamzadeh and Kesim
(2015), Passaro et al. (2016) and Tech (2014) use other nomenclatures for
the stages; however, their term explanations are synonymous with the men-
tioned phases (Cf. Salamzadeh & Kesim, 2015, pp.5f.; Passaro et al., 2016,
pp.9ff.; Tech, 2014, p.3).

34Cf. Kollmann (2019) p.134; Passaro et al., 2016, p.8.
35Cf. Sammer, 2021; Passaro et al., 2016, p.8.
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The rough concept is further developed in the subsequent
seed stage to create the business plan at the end of this
phase.36 Furthermore, the prototype and a detailed founda-
tion plan are developed, including decisions like the choice
of the legal form, the accounting system, and the defini-
tion of the strategy, goals, and unique selling proposition.37

Salamzadeh and Kesim emphasize that the seed stage is char-
acterized by a great financial requirement, for instance, for
developing and refining the prototype. Therefore, the search
for accelerators, incubators or angel investors is essential in
this development stage to become a profitable company in a
later phase due to the assistance of supporters.38 Since these
startup-supporting organizations and individuals play a sub-
ordinate role for this thesis, a more in-depth explanation of
these supporters will be omitted.39 However, it should be
noted that many founders do not find any supporters in this
phase and thus fail.40

Once the business plan is defined, the prototype de-
veloped, and a detailed foundation plan established, the
startup stage begins. During the startup phase, the company
is founded, and the product’s market launch is prepared.41 In
addition to numerous legal activities (such as business regis-
tration or shareholder agreement), production planning and
preparation, supplier acquisition and the establishment of a
distribution network are also conducted during this stage.42

As soon as the preparations for market launch are complete,
customer acquisition through marketing campaigns will be
essential to generate the first sales.43 Once the first customers
have been acquired, the first stage begins.44 The literature
often considers the first stage as part of the startup stage
and makes no further distinction between these phases.45

In the first stage, the founded startup commences its oper-
ational business activity and generates its first revenues.46

Furthermore, the first employees are hired, and the processes
and structures in the company become more professional.47

Due to the high financial requirements for the foundation
process and the market launch, startup companies often re-
sort to venture capital financing during the startup- and first
stage.48 This type of financing is explained in more detail
below.

36Cf. Salamzadeh & Kesim, 2015, p.6; Passaro et al., 2016, pp.8f.; Koll-
mann (2019), p.134.

37Cf. Passaro et al., 2016, pp.8f.; Sammer, 2021.
38Cf. Salamzadeh & Kesim, 2015, p.6.
39For a deeper understanding regarding incubator and accelerator pro-

grams Lange and Johnston (2020, p.1563) and Cohen (2013, pp.20ff.) pro-
vide a good overview. Regarding the support of business angels, Morrissette,
2007, pp.52ff. offers more in-depth explanations for further reading.

40Cf. Salamzadeh and Kesim (2015, p.6).
41Cf. Sammer, 2021.
42Cf. ibid.; Passaro et al., 2016, p.9.
43Cf. Sammer, 2021.
44Cf. ibid..
45Cf. Kollmann et al., 2020, p.21; Salamzadeh & Kesim, 2015, p.6; Passaro

et al., 2016, p.9; Tech, 2014, p.3.
46Cf. Kollmann et al., 2020, p.21; Salamzadeh & Kesim, 2015, p.6; Passaro

et al., 2016, pp.9f.; Sammer, 2021.
47Cf. Salamzadeh & Kesim, 2015, p.6; Sammer, 2021.
48Cf. ibid.; Passaro et al., 2016, p.9.

Startups are associated with a high level of risk for ex-
ternal financiers due to their innovative business model and
significant information asymmetries, primarily caused by the
novelty of their product and limited revenue and profit his-
tory.49 Therefore, they usually have no access to credits from
debt financiers.50 Venture capital organizations are equity
financiers who invest considerable resources into the under-
standing of new technologies and markets on the one hand51,
and secure control and participation rights over strategic de-
cisions at the startups when investing on the other hand52,
which allows them to handle the risk of their investment.
Therefore, they support the startups as active investors, not
only by providing equity for rapid growth but also their ex-
pertise in hiring new executives, their access to networks or
their management experience in return for a stake in the com-
pany.53

Thus, the early stage concludes with the generation of
the first sales and the hiring of employees. Giardino et al. in-
vestigated in a survey the key challenges of software startup
companies in the early stage. They concluded that the de-
velopment of innovative products is the greatest challenge in
the early stage, followed by the acquisition of the first pay-
ing customers, the acquisition of the initial funding and the
formation of motivated teams.54 Wang et al. reached sim-
ilar conclusions in their study regarding the key challenges
of software startups.55 Salamzadeh and Kesim added that
besides the challenges mentioned above, environmental in-
fluences like existing trends or market limitations are also
among the main challenges in the early stage.56

Expansion stage

As soon as the startup company has successfully passed
the early stage, it enters the so-called expansion stage. Ac-
cording to the German Startup Monitor, 23.6% of the star-
tups examined are in the expansion stage, representing the
second-largest development phase.57 During the expansion
stage, the startup pursues an aggressive growth strategy, es-
pecially in its sales and number of users.58 For the successful
and stringent pursuit of this strategy, the primary tasks in-
clude massive customer acquisition, personnel recruitment,
including management staff, as well as the internationaliza-
tion of the company.59 The founders have to develop them-
selves strongly in this phase, especially on a strategic level,
to assume a leadership position that focuses for instance on

49Cf. Davila et al., 2015, p.209.
50Cf. Davila, Foster, & Gupta, 2003, p.691.
51Cf. ibid..
52Cf. Kaplan & Strömberg, 2001, p.426.
53Cf. Amornsiripanitch, Gompers, & Xuan, 2019, pp.539f..
54Cf. Giardino, Bajwa, Wang, & Abrahamsson, 2015, p.55.
55Cf. Wang, Edison, Bajwa, Giardino, & Abrahamsson, 2016, p.176.
56Cf. Salamzadeh & Kesim, 2015, p.7.
57Cf. Kollmann et al., 2020, p.21. The German Startup Monitor defines

the expansion stage as the growth stage.
58Cf. ibid..
59Cf. Passaro et al., 2016, p.10.
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employee motivation and leadership, sales growth, customer
and supplier acquisition, and the search for new markets and
partners.60 During this stage, the expanding startup compa-
nies often rely on funding from venture capital organizations,
which also support the startup’s growth with their expertise
in management decisions.61

As the central challenges of this phase, Greiner iden-
tifies the problems in coordination and communication,
the emergence of new functionalities, the multiplication
of management hierarchy levels, and the emergence of in-
terrelated jobs as a consequence of the large employee and
revenue growth.62 Davila et al. added that “the number
of interactions required to [impart information to the right
employee] increases exponentially [as] the number of em-
ployees grows”63, resulting in significant additional time and
costs. This leaves limited time for the managers to make
essential strategic decisions.

Later stage

In the final stage of development, the so-called later
stage, the startup has become an established market player
and modifies its strategy from aggressive to sustainable
growth with reliable revenues.64 According to the Ger-
man Startup Monitor, 3.3% of the startups examined are
in the later stage, which quantitatively represents the small-
est development phase.65 During this stage, the company
structures and processes become further professionalized,
the company goals redefined, and the product range further
diversified.66 The founders and investors often intend to
exit from the company during this phase, regularly as part
of a trade sale or an initial public offering (IPO).67 For both
parties, an exit represents a liquidity event in which they usu-
ally sell their shares profitably and pursue new challenges
and opportunities.68 At a trade sale, a strategic investor
purchases the company and thus the company shares of the
founders and investors, provided it strategically fits the in-
vestor’s existing company to achieve cost savings, operational
synergies, and generally competitive advantages.69 The IPO
is the preferred exit mechanism for highly valued companies,
as the highest yields can usually be achieved in this way.70

Here, venture capitalists and founders sell their shares on
the stock market, generally over a long period.71 The prepa-
ration and realization of the trade sale or IPO require a large

60Cf. Passaro et al., 2016, p. 10.
61Cf. Kollmann (2019), p.135.
62Cf. Greiner, 1998, p.56.
63Davila & Foster, 2007, p.909.
64Cf. Kollmann et al., 2020, p.21; Kollmann (2019), p.137; Sammer,

2021.
65Cf. Kollmann et al., 2020, p.21. In this context, the later and steady

stages were combined as the later stage.
66Cf. Kollmann (2019), p.137; Sammer, 2021.
67Cf. Kollmann et al., 2020, p.21; Kollmann (2019), p.137.
68Cf. DeTienne, 2010, p.204; Cumming & Johan, 2008, p.198.
69Cf. DeTienne, 2010, p.211.
70Cf. Cumming & MacIntosh, 2003, pp.195f..
71Cf. Isaksson, 2007, p.145.

amount of capital, which investment banks typically provide
in the form of short-term bridge loans.72

Due to the slower but sustained growth, the key chal-
lenges in the later stage do not differ from those in the ex-
pansion stage. However, further financial and structural chal-
lenges due to the trade sale or IPO arise in the later stage.

2.2. Fundamentals of management control systems
As described in the previous chapter, managers of startup

companies must overcome numerous challenges during the
company’s growth. The failure of the management team
to overcome these challenges “can lead to large financial
losses, reputation[al] damage, and possibly even organiza-
tional failure.”73 Therefore, many scientists have searched
for approaches to manage these challenges in the past. In
this regard, so-called MCSs have proven to be particularly ef-
fective. The implementation of MCSs, such as financial plan-
ning, changes the management infrastructure of the startup
company from an informal, personal management style to
a formal management control (MC).74 This control system
professionalizes the startup on the one hand and supports the
management in a multitude of decisions on the other hand75,
as will be explained in more detail in this chapter.

This chapter starts with a definition of the term MCS
before introducing the categorization of MCSs according to
Davila and Foster. Subsequently, the current state of research
on MCSs in startups will be presented before deriving the
necessary research needs from this.

2.2.1. Definition of management control systems
Various definitions of MCSs76 have developed over time in

the academic literature, which partly differ considerably.77 In
the following, the divergent conceptual understandings will
be highlighted before introducing the authoritative definition
of a MCS for this thesis.

The origins of the study of MCSs go back to the work
of Robert N. Anthony in the year 1965.78 Anthony defined
MC as “the process by which managers assure that resources
are obtained and used effectively and efficiently in the ac-
complishment of the organization’s objectives.”79 In his con-
ception, the MC acts as a connecting link between strategic

72Cf. Kollmann (2019), p.642.
73Merchant and Van der Stede (2017, p.3).
74Cf. Davila, 2005, p.226; Davila et al., 2010, p.79.
75Cf. Davila & Foster, 2007, p.907; Davila et al., 2015, p.207; Davila &

Foster, 2005, p.1039; Davila, 2005, p.223; Davila et al., 2010, p.98.
76The terms management accounting system (MAS) and MCS are often

used synonymously in the literature. However, this usage can lead to mis-
understandings, so a distinction between these two terms is necessary. Chen-
hall and Davila and Foster understand MASs as a subset of MCSs in which
management accounting (MA) practices like cost accounting or budgeting
are systematically applied to achieve the companies’ goals. MCSs, while in-
cluding MASs as previously discussed, also involve other controls like infor-
mal behavioral controls on employees. (Cf. Chenhall, 2003, p.129; Davila
& Foster, 2005, p.1040.)

77Cf. Malmi & Brown, 2008, pp.288f..
78Cf. Ferreira & Otley, 2009, p.264; Langfield-Smith, 1997, p.208; Otley,

2016, p.46.
79Anthony (1965, p.17).
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planning and operational control and thus represents one of
the three processes in the organization that are more sep-
arated from each other.80 Therefore, the MCSs “should be
integrated and coordinated systems”81 that ensure the long-
term goals, plans and policies at the strategic level based on
the operational control of the measurable processes.82 De-
spite his pioneering approach to research on MCSs, Anthony’s
conception has been criticized in the literature because of two
major issues. First, he was criticized for separating MC from
strategic and operational control.83 Langfield-Smith empha-
sizes in this context that employees from Anthony’s opera-
tional and MC level are commonly involved in the planning
and implementation of strategic decisions, thus this approach
should be considered inappropriate.84 Secondly, he was crit-
icized for his strong focus on using financial and accounting-
based controls, which neglect the management of employee
behavior by explicit control systems.85

Correspondingly, many additional definitions of MCSs
have been developed over the past decades. In his analysis
of existing MCS definitions, Chenhall identified a broad-
ening of the information content.86 From definitions that
include formal, financial, and accounting-based information
for decision-making to definitions that additionally encom-
pass “external information related to markets, customers,
competitors, non-financial information related to production
processes, predictive information and a broad array of deci-
sion support mechanisms, and informal personal and social
controls.”87

A frequently encountered definition in the literature is
based on Merchant and Van der Stede, who separate strate-
gic control from MC.88 They define MC as influencing, di-
recting, and aligning employees’ behavior to achieve the or-
ganization’s goals, consistent with its pursued strategy.89 For
this purpose, MCSs “are necessary to guard against the pos-
sibilities that people will do something the organization does
not want them to do, or fail to do something they should
do.”90 Thus, according to Merchant and Van der Stede, the
MCS addresses, monitors and prevents the following three
employee issues: lack of direction, motivational problems,
and personal limitations.91

A lack of direction signifies that employee do not act in
line with the company’s goals because there is no clear com-
munication of what the company requires of them. A fur-
ther problem is the lack of motivation. In this case, although
employees know what is required of them to achieve the

80Cf. Anthony, 1965, p.16.
81Strauß and Zecher (2013, p.237).
82Cf. Anthony, 1965, pp.16ff..
83Cf. Langfield-Smith, K. (1998), p.208; Otley, 1994, p.290.
84Cf. Langfield-Smith, K. (1998), p.209.
85Cf. ibid, p.208; Merchant & Otley, 2006, p.788.
86Cf. Chenhall, 2003, p.129.
87Ibid..
88Cf. Merchant & Van der Stede, 2017, p.11.
89Cf. ibid..
90Ibid..
91Cf. Merchant & Van der Stede, 2017, pp.12ff..

company’s goals, they do not operate as the company re-
quires, due to conflicting personal and organizational goals.
Finally, the MCS addresses personal limitations. Although
the employees are motivated and understand the company’s
requirements of them, they cannot perform their tasks well
due to personal limitations such as a lack of experience, train-
ing, stamina, or knowledge. The MCS addresses and moni-
tors these issues to enable the execution of the business ob-
jectives and strategy by the employees.92

Many other scholars agree with Merchant and Van der
Stede’s approach and define MCSs as the behavioral control
of employees with regard to the corporate goals, mission and
strategies.93

Otley expanded Merchant and Van der Stede’s approach
by understanding MCSs as an additional information base
for decision-makers in the company. Accordingly, MCSs “pro-
vide information that is intended to be useful to managers in
performing their jobs and to assist organizations in develop-
ing and maintaining viable patterns of behavior.”94 Robert
Simons’ definition, which has become firmly established in
research of MCSs in startups95, follows Otley’s approach. Si-
mons defines MCSs as “formal, information-based routines
and procedures managers use to maintain or alter patterns
in organizational activities.”96 His definition includes for-
mal systems such as plans, budgets or market monitoring
systems, as well as information-based procedures such as
the search for new opportunities or the communication and
monitoring of plans, goals, and developments across multiple
hierarchical levels. These procedures should stimulate the
managing of goal-oriented activities and the search for new
opportunities and innovations, leading to new strategies.97

Davila et al. interpret MCSs according to Simons’ definition
“as recurring and formalized sets of institutionalized proto-
cols and routines designed to motivate, monitor, and mea-
sure the behavior of managers and employees, as well as as-
sist them in information-gathering and decision-making.”98

In the context of this thesis, the definition and interpretation
of an MCS by Simons and Davila et al. will be followed.

2.2.2. Davila and Foster’s categorization of management
control systems

Several designs for MCSs have been established in the
literature over time. The most famous is the levers of control
framework by Robert Simons, who distinguished between
the belief, boundary, diagnostic, and interactive systems.99

Since this framework plays a subordinate role in this thesis,

92Cf. ibid..
93Cf. Hartmann, Kraus, Nilsson, Anthony, & Govindarajan, 2021, p.15;

Flamholtz, Das, & Tsui, 1985, p.36; Abernethy & Chua, 1996, p.573.
94Otley (1999, p.364).
95Cf. Davila & Foster, 2005, p.1040; Davila & Foster, 2007, p.908; Davila,

Foster, & Li, 2009, p.323; Davila et al., 2015, p.207; Davila, 2005, p.226;
Sandino, 2007, p.265; Schachel et al., 2021, p.661; Schachel, 2019, p.19.

96Simons (1995, p.5).
97Cf. ibid..
98Davila et al., 2015, p.207.
99Cf. Simons, 1995, p.7.
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the significance of the individual levers of control will not be
discussed further. Davila and Foster developed the authori-
tative design for exploring MCSs in startup companies. They
subdivide the MCSs into eight categories: financial planning,
financial evaluation, human resource planning, human re-
source evaluation, strategic planning, product development
management, sales/marketing management, and partner-
ship management. In addition, they assigned a total of 46
individual control systems to these eight categories. Table 1
presents the eight categories with a section of the individual
control systems.100 The presented systems demonstrate that
MCSs are much more than just financial and accounting-
based systems, but also systems that, for instance, want to
communicate the company’s culture and values to the em-
ployees.

Based on this categorization, Davila and Foster investi-
gated which control systems startups adopt first. Using a
sample of 78 startup companies, they found that the financial
planning category has the earliest and most widely adopted
systems involving the cash flow projection, operating budget,
and sales projection. Moreover, the human resource plan-
ning systems, such as core values or organization charts, and
strategic planning systems, including the definition of strate-
gic milestones or the headcount development plan, are used
early and frequently as control systems in startup compa-
nies. Evaluation systems such as financial and human re-
source evaluation systems are integrated into the company
later.101

2.2.3. Management control systems in startups
The implementation of MCSs in startup companies repre-

sents a controversial issue in research. The traditional belief
is that the rigid and bureaucratic character of MCSs nega-
tively influences creativity102 and the entrepreneurial spirit
of the startup and thus affects its future success.103 Cur-
rent studies have refuted this traditional view in numerous
ways and have proven the importance of MCSs for the com-
pany’s growth and value.104 These studies further indicate
that the growth creates new challenges that require tran-
sitioning from informal, personal management to a formal
MCS.105 Implementing these formal MCSs leads to various
benefits that contribute to the startup’s professionalization
and development.106 Against this background, Davila et al.
identified four subsequent benefits of MCSs in startup com-
panies as particularly important.107 First, MCSs make the
organization’s objectives explicit and transparent, ensuring a

100Cf. Davila & Foster, 2007, p.908.
101Cf. ibid., p.934.
102Cf. Amabile, Conti, Coon, Lazenby, & Herron, 1996, pp.1774f..
103Cf. Lukka & Granlund, 2003, p.13.
104Cf. Davila & Foster, 2005, p.1039; Davila & Foster, 2007, p.930; Davila

et al., 2015, p.207; Davila et al., 2010, p.87.
105Cf. Davila & Foster, 2005, p.1044; Davila & Foster, 2007, p.907; Davila,

2005, p.226; Davila et al., 2010, p.86.
106Cf. Davila et al., 2010, pp.97ff..
107Cf. ibid..

common understanding of the objectives across the organi-
zation and aligning employees’ decisions to achieve them.108

Second, MCSs facilitate the coordination of tasks as the num-
ber of employees increases, as well as the planning of next
steps to achieve the organizational goals, through the intro-
duction of coordination control systems and communication
infrastructure.109 Third, MCSs support managers in the fast
and efficient acquisition of information for making the right
decisions.110 Finally, MCSs relieve managers from routine
tasks due to the integration of alert systems that monitor the
achievement of process targets and provide managers more
time for strategic activities.111

Besides identifying the numerous advantages of MCSs,
research has so far primarily focused on the identification of
influencing variables for the introduction of MCSs and the
impact of MCSs on business development, which will be pre-
sented in the following.

Influencing variables for the introduction of management con-
trol systems

Numerous studies have addressed the factors that mo-
tivate startup companies to adopt MCSs.112 These studies
have identified a variety of factors that positively influence
the adoption of MCSs; for instance, the number of employ-
ees, international operations, time to revenue, presence of
venture capital,113 Chief Executive Officer (CEO) character-
istics,114 CEO turnover, or agency costs115. Particularly im-
portant and frequently identified factors are the company’s
growth, venture capital financing and CEO turnover, which
will be presented in more detail in the following.
Company growth

Company growth constitutes one of the most important
influencing variables for the introduction of an MCS and is
measured by the number of employees.116

During the early stages, the communication, coordina-
tion, and control of tasks and goals typically occur frequently
and through informal interactions.117 Due to the often small
number of employees in the early stage, the informal organi-
zational structure of the company does not pose significant
challenges in terms of the MC. Davila et al. suggest that man-
agers can handle between 50 and 80 employees with their
personal management style, without the support of MCSs,
depending on their abilities and time capacities as well as the
complexity of the company.118 With increasing headcount,

108Cf. ibid., p.97.
109Cf. ibid., p.98.
110Cf. ibid..
111Cf. ibid., p.99.
112Cf. ibid., pp.83ff.; Davila, 2005, p.223; Davila & Foster, 2005, p.1039;

Davila & Foster, 2007, p.907; Davila et al., 2009, p.322; Cassar, 2009, p.27;
Zor, Linder, & Endenich, 2019, p.658.

113Cf. Davila & Foster, 2007, p.907.
114Cf. Zor et al., 2019, p.658.
115Cf. Davila & Foster, 2005, p.1039.
116Cf. Davila, 2005, p.226.
117Cf. ibid..
118Cf. Davila et al., 2010, p.86.
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Table 1: Davila and Foster’s MCS categorization∗

MCS categories Individual control systems

Financial planning Operating budget
Cash flow projections
Sales projections

Financial evaluation Capital investment approval procedures
Product profitability analysis
Customer profitability analysis

Human resource planning Core values
Mission statement
Codes of conduct

Human resource evaluation Written performance objectives for managers
Individual incentive programs

Strategic planning Definition of strategic (nonfinancial) milestones
Investment budget

Product development management Project milestones
Sales/ marketing management Sales targets for salespeople

Customer relationship management system
Partnership management Policy for partnerships

∗Based on Davila and Foster (2007, pp.914f.).

the interactions required to move information through the
organization grow exponentially119, resulting in high coor-
dination and control costs.120 The high expenditure of time
for the transfer of information leads to a decrease in the effi-
ciency of informal management as the number of employees
increases since there is less time for the more essential value-
creating activities.121 In order to counter the growing costs
and inefficiencies, the startup companies implement MCSs
that formalize both communication, for example of company
goals, and the motivation and monitoring of employees.122

MCSs implemented to regulate company growth are typ-
ically human resource systems.123 These systems usually in-
clude several functions to save management time and costs,
such as the formal introduction of new employees to the com-
pany, or periodically informing existing employees about cur-
rent or new organizational goals with which they should act
in accordance.124 Furthermore, business processes are of-
ten formalized through action controls as part of the growth
by defining expectations for the individual process, outlining
staff coordination, and defining controls through rules and
employee roles.125 Finally, formal result controls are com-
monly implemented to provide managers with information
about the results and performance of employees, for instance,
to motivate employees with incentives for reaching a certain

119Cf. Davila & Foster, 2007, p.909.
120Cf. Davila, 2005, p.226.
121Cf. ibid..
122Cf. ibid.; Davila & Foster, 2005, p.1044; Davila & Foster, 2007, p.909.
123Cf. Davila, 2005, p.227.
124Cf. ibid..
125Cf. ibid..

level of goal achievement.126

Venture capital financing
A further significant influencing variable represents ven-

ture capital financing. Davila and Foster found an earlier
and more intensive use of MCSs in venture capital-backed
startups than in non-venture capital-backed startups. In this
context, they identified the following three influencing fac-
tors for the earlier und more intensive use.127

First, venture capital organizations invest in startup com-
panies from which they expect high growth and will thus ul-
timately achieve a high return on their investment. Through
their investment and supporting management expertise, they
facilitate the startup’s rapid growth and thus the implemen-
tation of MCSs, as outlined previously. Furthermore, startup
companies that require venture capital funding are typically
cash flow negative in their early stages of development.
Therefore, they often implement more financial planning
tools to monitor financial resources and calculate financial
needs in their early stages. Finally, Davila and Foster identify
the direct involvement of venture capitalists as an influencing
variable on the adoption of MCSs. In order to evaluate the
startup’s development, venture capitalists expect regular and
reliable financial reports.128 To ensure transparent and re-
liable information for this purpose, venture capitalists often
require the implementation of financial planning, financial
evaluation, and strategic planning systems at the beginning
of their investment.129

126Cf. ibid..
127Cf. Davila & Foster, 2007, pp.917-921.
128Cf. Granlund & Taipaleenmäki, 2005, p.43.
129Cf. Davila & Foster, 2007, pp.917-921.
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In summary, venture capital-backed startup companies
implement MCSs earlier and more frequently than startups
that are not backed by venture capital. There is a particu-
lar focus on financial planning and evaluation systems due
to the control of venture capitalists on results and develop-
ments, and the startup’s negative cash flow.130

CEO rotation
The last influencing variable presented in this chapter

is CEO rotation. The CEO assumes a crucial position in
building and professionalizing the startup company. In the
early development stage, the founders take the lead.131 Dur-
ing this stage, the business processes are informally orga-
nized and “the founders [. . . ] are usually technically or
entrepreneurial oriented, and they generally distain man-
agement activities.”132 In order to ensure further growth
as the business grows, the business structures need to be
professionalized and formalized, requiring the founders to
assume a manager’s position.133 Many founders are unable
to make this transition: while they possess good qualities for
managing the startup in its early development stage, these
are not sufficient for managing a growing company that
needs to be professionalized.134 In this context, Hellmann
and Puri have proven that venture capital organizations in
particular frequently replace the founder(s) by an external
CEO, in order to integrate formalized and professional or-
ganizational structures.135 Davila and Foster also examined
the relationship between founders’ MCS intensity and CEO
turnover. They found empirical evidence that founders with
low MCS intensity are replaced faster and more often by an
external CEO.136 In spite of this, the founders often remain
in a modified position with the company.137

Thus, CEO turnover represents a combination of the two
previously described influencing variables, namely company
growth and venture capital financing. A new CEO is linked to
the adoption of MCSs for the formalization and profession-
alization of business processes, such as monitoring and mo-
tivation of employees on the one hand, and the introduction
of financial planning and evaluation systems for a transpar-
ent reporting of the business results and developments to the
venture capitalists on the other hand.138

Impact of management control systems on startup development

Apart from the numerous influencing variables, the im-
pact of MCSs on the development of startup companies has
also been widely investigated.139 Empirical studies have

130Cf. Davila & Foster, 2007, pp.917-921.
131Cf. Hellmann & Puri, 2002, p.181.
132Greiner (1998, p.60).
133Cf. Greiner, 1998, p.60; Hellmann & Puri, 2002, p.181; Davila & Foster,

2007, p.930; Davila, 2005, p.228.
134Cf. Davila, 2005, p.228.
135Cf. Hellmann & Puri, 2002, p.181.
136Cf. Davila & Foster, 2007, pp.931f..
137Cf. Hellmann & Puri, 2002, p.181.
138Cf. Davila, 2005, pp.228f..
139Cf. Davila & Foster, 2005, p.1040; Davila & Foster, 2007, p.930; Davila

identified, for instance, associations between the adoption
of MCSs and company growth140, sales growth141, company
value142, performance143, and improved forecasting of star-
tups144. The following provides a more in-depth explanation
of the impact of MCSs on the company’s growth, its value,
and the investment decision of external financiers.
Company Growth

Company growth not only represents a key influencing
variable for the adoption of an MCS, but it can also be a con-
sequence of the use of MCSs.145

Davila and Foster examined the impact of MCS intensity
on company growth. They found “that an increase in MCS in-
tensity facilitates future company growth.”146 Thus, business
growth and MCS intensity are interlinked and positively in-
fluence each other. Admittedly, this result represents merely
an association and not causality.147 Many other factors, such
as the quality of the business model or the management qual-
ity of the CEO, also impact company growth.148

Company Value
In addition to company growth, Davila et al. analyzed

the impact of MCS intensity149 on the company value. Based
on an international sample of 66 startups, they examined the
effect of MCS intensity on the startup valuation at external fi-
nanciers’ events. The statistical analysis of the data revealed
both a statistically significant and economically positive cor-
relation between the MCS intensity and the business valua-
tion. The “results [. . . ] suggest that a 10% increase in MCS
adoption is associated with a 3.3% increase in firm value.”150

Beyond this general result, they identified further influencing
factors that lead to a higher business valuation through the
adoption of MCSs.151

On the one hand, the adoption of MCSs positively impacts
the company value if the organization operates in a highly
competitive environment and has high growth rates. “In-
tense competition forces companies [. . . ] to adapt quickly
to changing markets, customer preferences and technolo-

et al., 2010, p.87; Davila et al., 2015, p.207; Sandino, 2007, p.265; Schachel
et al., 2021, p.660; Schachel, 2019, p.129; Wijewardena, De Zoysa, Fonseka,
& Perera, 2004, p.216; Cassar & Gibson, 2008, p.732.

140Cf. Davila & Foster, 2005, p.1040; Davila & Foster, 2007, p.930; Davila
et al., 2010, p.87.

141Cf. Wijewardena et al., 2004, p.216; Davila & Foster, 2005, p.1040.
142Cf. Davila et al., 2015, p.207.
143Cf. Sandino, 2007, p.265.
144Cf. Cassar & Gibson, 2008, p.732.
145Cf. Davila & Foster, 2007, p.930; Davila & Foster, 2005, p.1040; Davila

et al., 2010, p.87. Davila and Foster calculated the MCS intensity in a two-
stage process. “First [they] compute the MCS category intensity as the per-
centage of individual systems adopted in each of the eight categories for each
year. Then overall systems’ intensity is calculated as the equal-weighted sum
of the eight intensities.” (Davila & Foster, 2007, pp.921f.).

146Davila & Foster, 2007, p.930.
147Cf. ibid..
148Cf. Davila et al., 2010, p.86.
149Davila et al. measure the MCS intensity “as the number of systems

adopted at year-end immediately prior to the financing round.” (Davila et
al., 2015, p.207).

150Ibid., p.209.
151Cf. ibid., pp.209-213.
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gies”152 to maintain their market position. Moreover, as de-
scribed in chapter 2.2.3.1, high growth rates create an ex-
ponentially increasing demand for communication to trans-
port information along the company, which formal control
systems can handle.153 Managers thus have more time for
the essential, strategic decisions of the company. External
financiers evaluate these systems as indispensable for com-
panies, resulting in the higher valuation of companies with
MCSs in place.154

On the other hand, aligning MCSs with the business strat-
egy also positively affects a company’s valuation. The litera-
ture distinguishes between the cost leadership and the differ-
entiation strategy.155 In a cost leadership strategy, the com-
pany aims to be the cheapest provider on the market and
therefore focuses on cost and quality controls. A differentia-
tion strategy offers a unique product or service to the market,
which is characterized, for example, by an improved design
or extended distribution channels. This strategy focuses on
revenue controls and thus on the marketing and sales pro-
ductivity of the product or service.156 Sandino proved in her
study that a good alignment of the MCS and the business
strategy is associated with improved performance.157 In this
context, Davila et al. have also verified that a good align-
ment is associated with a higher company valuation by the
external financiers.158

External financiers’ investment decision
The impact of MCSs on external financiers has also been

analyzed extensively in the past. Particular attention has
been paid to the impact of MCSs on the investment decision
of external financiers.159

Access to equity providers, such as venture capitalists, or
debt financiers, such as banks, represents an essential finan-
cial resource for startups to mature into growing, successful,
and professional companies.160 However, access to external
funding relates to several criteria that must evaluated by the
financiers, such as the management team, profitability of the
business model, market, competitors, or the prospects of suc-
cess.161 The limited revenue and profit history of the startup
companies, the negative cash flows162 and the information
advantage of the founders about the performance, poten-
tial, risk and the true value of their startup, as well as about
their own capabilities163, lead to information asymmetries
between the startup and the financiers, which significantly
influence the investment decision of the latter. By introduc-
ing MCSs, startups can reduce information asymmetries and

152Davila et al., 2015, p.212.
153Cf. Davila & Foster, 2007, p.909.
154Cf. Davila et al., 2015, pp.209-213.
155Cf. Sandino, 2007, p.267.
156Cf. ibid., pp.267f..
157Cf. ibid., p.265.
158Cf. Davila et al., 2015, pp.209-213.
159Cf. ibid, p.208; Schachel et al., 2021, p.661; Schachel, 2019, pp.100f..
160Cf. Drover et al., 2017, p.1821.
161Cf. Kaplan & Strömberg, 2004, pp.2185-2189.
162Cf. Davila et al., 2015, p.209.
163Cf. Schachel et al., 2021, p.661.

simultaneously convey a positive signal about their growth
and professionalization to the financiers.164 The financiers
of the startups “believe [that] formal MCSs lead to better de-
cisions or that they signal firm quality and future growth po-
tential.”165 Accordingly, Schachel provided evidence in the
context of her dissertation that the adoption of MCSs has a
significant, positive influence on the investment decision of
financiers.166 Schachel et al. also prove that already intro-
duced MCSs are more important for the investment decision
of debt financiers than that of equity financiers. Since debt
financiers have fewer control rights and are less involved in
the management process than equity financiers, they tend to
prioritize MCSs in their investment decisions more. In this
regard, debt financiers prioritize long-term financial plan-
ning systems for the startup’s survival to ensure financial se-
curity and stability. In contrast, for equity investors, MCSs
are less important for their investment decisions since they
have more control rights and are involved in the manage-
ment process, making the adoption of MCSs immediately af-
ter the funding more important for them. They also focus on
the introduction of financial MCSs first.167

2.2.4. Summary of the current state of research
Previous studies have revealed that MCSs are a suitable

and necessary instrument for a startup’s professionalization
and expansion process. The focus of studies on MCSs in
startups has so far been centered on different influencing
variables and impacts of MCSs. Thus, the qualitative imple-
mentation of these systems in startups was not considered
in greater detail. This thesis addresses this research gap and
examines the implementation of financial planning and cost
accounting instruments in startups, depending on their de-
velopment stages. As described in chapter 2.2.2, financial
planning is the MCS category, which is adopted earliest and
most widely in startups,168 and will be analyzed in greater de-
tail with regard to its implementation. In contrast, Granlund
and Taipaleenmäki showed that cost accounting, as a central
MAS and thus a subset of MCSs, belongs to the less preferred
tasks in new economy firms and receives less attention dur-
ing the company’s growth.169 Thus, cost accounting differs
from financial planning in terms of its attention in startup
companies. However, the qualitative implementation of cost
accounting across different startup development stages will
be analyzed in greater depth in this thesis.

2.3. Fundamentals of financial planning
This thesis first focuses on the implementation of finan-

cial planning, as the central MCS, in startup companies. Fi-
nancial planning is defined as “the process of goal-oriented,

164Cf. Schachel et al., 2021, p.661; Schachel, 2019, p.114; Davila et al.,
2015, p.209.

165Davila et al., 2015, p.236.
166Cf. Schachel, 2019, p.129.
167Cf. Schachel et al., 2021, pp.676ff..
168Cf. Davila & Foster, 2007, p.908.
169Cf. Granlund & Taipaleenmäki, 2005, p.34.
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i.e., aligned with defined liquidity, profitability and risk tar-
gets, shaping of future financial decisions.”170 In order to
provide a fundamental understanding of the implementation
of financial planning in companies, the essential tasks of fi-
nancial planning are initially outlined before the long-term
and short-term financial planning are presented.

2.3.1. Tasks of financial planning
The key objective of financial planning is to permanently

secure the company’s solvency.171 Achieving this goal re-
quires a variety of tasks that financial planning must fulfill,
of which the most important are outlined below:

• Planning of short and long-term capital requirements172,

• Planning of short and long-term capital cover173,

• Planning of cash inflows and outflows and securing liq-
uidity174,

• Early detection of capital deficits or surpluses175,

• Planning and evaluation of appropriate countermea-
sures when identifying capital deficits or surpluses176,

• Planning of the financial goals and the development of
the company177 and

• Creation of transparency regarding the company’s
planned development towards employees178 and fi-
nanciers179.

In addition to the core tasks of financial planning listed
above, there are many other essential tasks whose complete
enumeration would go beyond the scope of this thesis. Nev-
ertheless, the aforementioned tasks demonstrate the impor-
tance of financial planning in ensuring the company’s sur-
vival and therefore provide a further reason why financial
planning is introduced so frequently and early in startup com-
panies.

2.3.2. Terms of financial planning
Financial planning distinguishes between long-term and

short-term planning. These plans should not be considered
as isolated but rather coordinated with each other.180 Thus,
long-term financial planning, for instance, forms the strategic
framework on which detailed short-term planning is oriented

170Breuer (2021).
171Cf. Becker & Peppmeier, 2018, p.28.
172Cf. ibid., p.30; Perridon, Steiner, & Rathgeber, 2017, p.727.
173Cf. ibid..
174Cf. Wöhe, Döring, & Gerrit, 2020, p.528; Becker & Peppmeier, 2018,

p.29; Perridon et al., 2017, p.727.
175Cf. ibid..
176Cf. Wöhe et al., 2020, p.522.
177Cf. Mensch, 2008, p.30.
178Cf. Merchant & Van der Stede, 2017, p.297.
179Cf. Schachel et al., 2021, p.661.
180Cf. Uskova & Schuster, 2020, p.11.

for financial decisions.181 In the following, long-term and
short-term financial planning are presented in more detail.

Long-term financial planning

Long-term financial planning, often defined as strategic
financial planning182, encompasses a planning horizon of
three to five years.183 It sets the company’s main financial
targets and provides the framework for short-term financial
planning.184 Long-term financial planning forecasts both the
annual capital requirements and the capital coverage of the
organization based on the company’s strategic direction.185

Several sub-plans are necessary to forecast these two
plans as illustrated in Figure 1. A regularly chosen starting
point for the preparation of the financial planning repre-
sents the revenue planning.186 Various information can be
considered to increase the revenue forecast accuracy, such
as macroeconomic growth, industry growth, competitors,
marketing efforts or customer behavior.187 Based on this
information, the revenue and thus also the sales volume can
be forecast for the planning periods with the aid of assump-
tions. The sales volume allows a calculation of the costs of
the products, on the one hand, consisting of labor, material,
or overhead costs. On the other hand, the sales volume al-
lows forecasting the investment requirements in non-current
assets since an increased sales volume might require addi-
tional production facilities to fulfill the necessary capacity
volume. On this basis, further costs for administration, dis-
tribution, research and development and other costs can be
calculated. Additionally, depreciation can be planned and
added to the production costs after completing the invest-
ment plan. The costs incurred are summarized under the
capital requirement, which considers the requirements in
non-current assets (machinery, etc.) and current assets (raw
materials and supplies, etc.).188

Revenues and expenses do not immediately lead to cash
flows, as invoices are paid at a later stage. Therefore, the cash
inflows and outflows must be forecast at the correct periods
to plan the receivables and payables on this basis. Companies
often have to pay their debts to suppliers sooner than they
obtain the receivable from the customer. The capital cover
planning ensures the financing of the capital requirements
and thus the company’s long-term survival. The planning in-
volves evaluating various financing alternatives according to
the cost of capital and the long-term supply security.189 After
completing the financing, the interest expense can be calcu-

181Cf. Mensch, 2008, p.30.
182Cf. Uskova & Schuster, 2020, p.11.
183Cf. Merchant & Van der Stede, 2017, p.299; Wöhe et al., 2020, p.527;

Mensch, 2008, p.31.
184Cf. Mensch, 2008, p.30.
185Cf. Becker & Peppmeier, 2018, p.30.
186Cf. Perridon et al., 2017, p.748.
187Cf. ibid..
188Cf. Gansel, 2005, p.3.
189Cf. Wöhe et al., 2020, p.527.
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Figure 1: Information flow financial planning∗

∗Based on Gansel (2005), p.7.

lated for the subsequent income statement.190

Therefore, long-term financial planning focuses on asset
and capital planning and represents a balance sheet-based
approach.191 The information gained from capital require-
ment and capital cover planning is thus presented in bud-
geted balance sheets and income statements.192 Figure 1 il-
lustrates the previously described information flow. This fig-
ure also shows the cash flow planning, which is particularly
important for short-term financial planning. Long-term fi-
nancial planning hence provides indications about the struc-
tural and long-term equilibrium of the company with regard
to its balance sheet.193

The advantage of long-term financial planning lies in the
early identification of problems and the company’s broad
scope to react to these.194 Nevertheless, the forecasts for

190Cf. Gansel, 2005, p.4.
191Cf. Becker & Peppmeier, 2018, p.31.
192Cf. Gansel, 2005, p.4.
193Cf. Uskova & Schuster, 2020, p.11.
194Cf. ibid..

long-term plans are subject to a higher degree of uncer-
tainty.195 According to Granlund and Taipaleenmäki, long-
term financial planning is among the tools that receive little
attention in new economy firms.196

Short-term financial planning

Short-term financial planning, often defined as opera-
tional financial planning197, comprises a planning horizon of
a maximum of one year.198 It represents an important in-
strument for startups, as many startups fail due to liquidity
gaps, particularly in their early stage, and thus cannot fulfil
their payment obligations.199 Short-term financial planning
counteracts this issue and serves to secure the liquidity of

195Cf. ibid..
196Cf. Granlund & Taipaleenmäki, 2005, p.34.
197Cf. Uskova & Schuster, 2020, p.13.
198Cf. Merchant & Van der Stede, 2017, p.300; Becker & Peppmeier, 2018,

p.29; Wöhe et al., 2020, p.528.
199Cf. Schinnerl, 2018, p.153; Hahn, 2018, p.25.
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companies.200 Thereby, all future cash inflows and outflows
of the company are forecast on a daily, weekly, monthly or
quarterly basis in a so-called cash flow forecast.201 The neces-
sary information for planning the cash inflows and outflows
are obtained from the balance sheet and income statement
on the one hand and from the capital requirement and cap-
ital cover planning on the other hand, as shown in Figure
1. Consequently, short-term financial planning follows the
same scheme as long-term planning, but with a special focus
on the planning of revenues and costs in line with the period
to ensure the correct presentation of the cash flow.202 These
forecasts are very reliable as the plans can be adapted well
to the current business situation due to their short-term na-
ture.203 The comparison of cash inflows and outflows and the
additional consideration of the cash opening balance enables
liquidity surpluses and deficits to be identified.204

Table 2 illustrates the structure of a cash flow forecast,
which comprises the cash flow from operations, financing,
and investments. The addition of these three cash flows re-
sults in the total cash flow, which by adding the opening cash
balance results in the ending cash balance. The ending cash
balance provides information about the liquidity status of the
company in the planning period. A negative ending cash bal-
ance indicates a liquidity deficit (as in time interval 2 in Table
2), which must be counteracted with appropriate measures,
such as cancelling planned investments or capital contribu-
tions to ensure the company’s survival.205 Even if a liquid-
ity surplus is identified (as in time interval 1), countermea-
sures, such as capital repayments or additional financial in-
vestments, should be taken to use the surplus profitably.206

Therefore, short-term financial planning recognizes impend-
ing liquidity shortages and assumes an early warning func-
tion that provides the company with a time advantage to ini-
tiate countermeasures.207 However, the scope of action is
limited due to the short-term nature of this financial plan-
ning.208

The principle of a rolling plan is commonly used for short-
term financial planning, in which the planning over twelve
months is divided into four decades, for example, with de-
tailed planning for the first three months and rough plan-
ning for the remaining nine months. After the end of the
first decade, a detailed three-month plan is prepared for the
second decade while the remaining decades are roughly re-
viewed and adjusted if necessary. The planning horizon is
extended by another decade, so that planning in this exam-
ple would always run for one year.209

200Cf. Wöhe et al., 2020, p.528.
201Cf. Becker & Peppmeier, 2018, p.29.
202Cf. Wöhe et al., 2020, p.525.
203Cf. Uskova & Schuster, 2020, p.13; Mensch, 2008, p.33.
204Cf. Becker & Peppmeier, 2018, p.30.
205Cf. Wöhe et al., 2020, p.524.
206Cf. ibid..
207Cf. Uskova & Schuster, 2020, p.14.
208Cf. ibid..
209Cf. Uskova & Schuster, 2020, p.15.

2.4. Fundamentals of cost accounting
Apart from financial planning, this thesis focuses on cost

accounting as a central MAS and thus a subset of MCSs. Cost
accounting is defined as a “central subarea of the internal
accounting system in which costs are recorded [. . . ], stored,
allocated to the various reference variables (e.g., products)
and evaluated [. . . ] for special purposes.”210 This chapter
initially presents the cost accounting tasks before introducing
the full and partial cost accounting. This provides a funda-
mental basis for the later analysis of the implementation of
cost accounting in startup companies.

2.4.1. Tasks of cost accounting
Cost accounting primarily comprises three major tasks:

planning, control, and documentation.211 These three tasks
are subject to numerous subtasks, of which some are outlined
below.

Cost accounting provides a decisive support function with
its information input in the planning of future-based and eco-
nomic decisions of the company, especially in the areas of
sales, procurement, and production.212 These include plan-
ning decisions such as:

• Determination of the optimal order quantity,

• Determination of the upper price limit in procurement,

• Determination of the optimal production program,

• Decision about make or buy,

• Determination of the lower price limit of the prod-
uct.213

Besides its planning function, cost accounting provides
essential information about the current processes and condi-
tions of the company and thus a reference point for control-
ling and steering the achievement of objectives. These in-
clude target-performance comparisons about predefined tar-
gets to monitor the efficiency of the performance process, and
business unit comparisons with target values to analyze the
results of the individual business units. If deviations between
target and current values are identified, countermeasures can
be initiated immediately. Simultaneously, the control infor-
mation can act as the foundation for a result-based compen-
sation system and thus align the employees’ behavior with
the company’s goals.214

The documentation tasks of cost accounting result from
commercial and tax regulations. For this purpose, compa-
nies must document the determination of production costs
for the activation of internal activities and inventory changes
or the determination of group transfer prices. Furthermore,
cost accounting possesses a documentation task in the deter-
mination of the cost of sales for public orders.215

210Weber (2021).
211Cf. Coenenberg, Fischer, & Günther, 2016, pp.23f..
212Cf. ibid., p.23.
213Cf. ibid..
214Cf. Coenenberg et al., 2016, pp.23f..
215Cf. ibid., p.24.
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Table 2: Example cash flow forecast∗

Time interval 1 2 3

Cash flow from operations
Incoming payments from customers 600 450 750

− Salaries and wages 200 200 200
− Raw materials and supplies 200 300 200
− Taxes 50 50 50
= Total cash flow from operations 150 -100 300

Cash flow from financing
New loans 1000 0 400

− Repayment of loans 50 100 100
− Payment of dividends 100 0 0

(+/−) Interest 2 2 2
(+/−) Other financing items 0 0 0
= Total cash flow from financing 848 -102 298

Cash flow from investments
Sales of tangible assets 0 0 100

+ Sales of intangible assets 0 0 0
− Investments in tangible assets 350 600 0
+ Investments in intangible assets 100 150 0
= Total cash flow from investment -450 -750 100

= Total cash flow 548 -952 698
+ Opening cash balance 100 648 -304
= Ending cash balance 648 -304 394

∗Based on Perridon et al. (2017, pp.756f.).

2.4.2. Cost accounting systems
Since the versatile tasks of cost accounting have distinct

requirements, different cost accounting systems were devel-
oped, which refer on the one hand to the temporal reference
and on the other hand to the extent of the allocated costs.
Figure 2 presents the different cost accounting systems ac-
cording to the previous distinction. In regard to the time
reference, a distinction was made between actual cost ac-
counting, normal cost accounting and standard cost account-
ing. Actual cost accounting allocates costs already incurred
in the current accounting period and thus provides informa-
tion about the current actual status of the costs. Normal cost
accounting considers the average costs of several past ac-
counting periods to normalize fluctuating variables and im-
prove the comparability of cost information. Standard cost
accounting plans future cost positions and thus establishes
comparative figures for cost control. On the other hand, cost
accounting is carried out according to the scope of the costs
included. For this purpose, a distinction is made between full
and partial cost accounting, which will be described below.216

216Cf. Coenenberg et al., 2016, pp.72f..

Full cost accounting

Full cost accounting considers all incurred costs and allo-
cates them to so-called cost objects (such as products). The
transfer of costs to cost objects is a phased process, consist-
ing of cost element-, cost center- and cost object accounting.
However, these three components of full cost accounting are
presented below, without going into more detail on exact cal-
culations.217

In the first step, the so-called cost element accounting,
the question of which costs in which amount are incurred is
investigated. Companies usually obtain the necessary data
regarding the accrued costs from their financial accounting.
The identified costs are classified into cost elements, where
the level of detail is associated with a high recording effort
and therefore should be carried out according to the princi-
ple of economic efficiency. For instance, costs could be classi-
fied by production factors (personnel, material, or operating
equipment costs) or function areas (procurement, produc-
tion, or administrative costs).218 At the end of cost element

217Cf. ibid., p.70. For deeper insights into full cost accounting, see Coenen-
berg et al. (2016).

218Cf. ibid., pp.74f..
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Figure 2: Cost accounting systems∗

∗Based on Coenenberg et al., 2016, p.73.

accounting, the classified costs are further differentiated into
direct and overhead costs to identify those costs that can be
assigned to a cost object directly and causation based.219

In the next step, cost center accounting, the question of
where the costs are incurred is investigated. In this process,
the costs that cannot be directly allocated to a product (over-
head costs) are assigned to the cost centers in which they are
incurred. Such cost centers can be, for instance, company
divisions such as production, administration, sales and ware-
housing, or individual company locations.220 Here, the over-
head costs, such as total power consumption, are distributed
to the individual cost centers according to their cause. This
allocation of overhead costs is carried out within the frame-
work of internal cost allocation with the help of an opera-
tional accounting sheet. Calculation rates are created at the
end of cost center accounting, so that the overhead costs can
be allocated to the cost objects in the next step.221

In the last step, cost object accounting, the questions of
which costs are incurred for and in what amount are inves-
tigated. For this purpose, the direct and the overhead cost,
in terms of the overhead calculation rates, of the cost ob-
ject are added using a calculation method such as surcharge
or division calculation.222 Thus, the manufacturing costs or
costs of sales of the individual cost object are determined. By
comparing the revenues and the costs of sales of the product,

219Cf. Coenenberg et al., 2016, pp.69f..
220Cf. ibid., pp.120f..
221Cf. Coenenberg et al., 2016, pp.70f..
222Cf. ibid., p.139.

the company’s profitability can be checked. Furthermore, the
incurred cost of the cost object can be calculated per period
(week, month, quarter, or year) to obtain a short or long-term
overview of costs and cost-saving potential of the object.223

Partial cost accounting

Partial cost accounting differs from full cost accounting
in the scope of cost allocation since only a part of the costs
incurred is allocated to the cost objects. The basic procedure
of partial cost accounting is identical to full cost accounting,
except that only variable costs are usually considered in the
cost allocation. Variable costs depend on employment and
only occur when something is produced (for example, raw
material costs).224 In contrast, fixed costs are independent
of the employment level and always occur at a constant level
(e.g., rent).225 Thus, partial cost accounting can depict the
short-term effects of changes in the employment level on the
costs, due to the exclusive consideration of variable costs. It
is therefore an essential source for short-term decisions, for
example, about an additional order. The two main instru-
ments of partial cost accounting are contribution margin ac-
counting and break-even analysis, the basic concept of which
is outlined in the following.226

223Cf. ibid., p.71.
224Cf. ibid., p.78.
225Cf. ibid., p.77.
226Cf. ibid., pp.207f..
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Table 3: Contribution margin accounting∗

Contribution margin accounting

Revenues
− Variable costs
= Contribution margin
− Fixed costs
= Operational result

∗Based on Coenenberg et al., 2016, p.217.

Figure 3: Break-even analysis∗

∗Based on Coenenberg et al., 2016, p.329.

Contribution margin accounting considers the exclusive
decision relevance of variable costs assuming constant short-
term capacities. Thereby, only the variable costs are initially
deducted from the sales revenues, as illustrated in Table 3.
This calculation results in the contribution margin, which can
be interpreted as an intermediate variable with enormous im-
portance for pricing policy decisions. The contribution mar-
gin indicates the proportion of sales revenue available for
covering fixed costs that have not been considered yet. As
shown in Table 3, the fixed costs are deducted in the next
step to calculate the operational result.227

If the contribution margin is negative, the variable costs
exceed the sales revenue, and thus the manufacturing of the
product is not profitable since each unit produced incurs ad-
ditional variable costs that are not covered. However, if the
contribution margin is positive, the sales revenues exceed the

227Cf. Coenenberg et al., 2016, p.208.

variable costs, and each additional unit produced finances a
further part of the fixed costs. Thus, the acceptance of an
additional order would be profitable. Therefore, contribu-
tion margin accounting can identify the advantageousness of
manufacturing a product through the exclusive consideration
of variable costs in contrast to full cost accounting.228

The break-even analysis represents a further impor-
tant instrument of partial cost accounting. It provides an
overview of revenues, costs, profits, and losses for alternative
degrees of employment and thus represents an important ba-
sis for measures to increase the profitability of the company’s
products.229

The break-even analysis is usually illustrated with the
revenue-total cost model (Figure 3). The break-even point
is at the intersection of the revenue line and the total cost

228Cf. ibid., p.213.
229Cf. ibid., pp.325f..
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line (fixed cost + variable costs). It symbolizes the amount
at which revenue covers total costs, resulting in neither profit
nor loss. Once the revenue line exceeds the cost line (area
to the right of the break-even point), the product generates
a profit. The break-even analysis can be used, for instance,
to illustrate the effects of price fluctuations, changes in vari-
ables costs or fixed costs on the break-even-point of the prod-
uct, allowing the company to take measures to increase the
profitability on this basis.230

2.5. Summary
As described in the previous chapters, MCSs represent

suitable and necessary systems for the expansion and profes-
sionalization of startup companies.231 Such systems not only
contribute to the control of operational processes232 but also
to the planning of the business development233, the improve-
ment of the internal communication234, the optimization of
the task coordination235 and provide more transparency for
stakeholders236. Previous studies have focused on various in-
fluencing factors for the application of MCSs and the impact
of MCSs on the development of startups. The qualitative im-
plementation of these systems in startups was not considered.
This thesis addresses this research gap and investigates the
question of how financial planning and cost accounting in-
struments are implemented in startups, depending on their
development stages. Thus, the investigation of this research
question tackles the scarcely explored link between the influ-
encing factors and impact of MCSs in startups. At the same
time, it deals with the implementation of MCSs, using the ex-
ample of financial planning and cost accounting, across the
different development stages. Finally, the examination of this
research question also aims to identify different development
steps and influencing factors in the implementation of finan-
cial planning and cost accounting between the development
stages. This research question will be investigated in more
detail in the following chapters.

3. Methodology

3.1. Research approach
In order to investigate the research question - namely

how financial planning and cost accounting instruments are
implemented in startups, depending on their development
stages - a qualitative research approach was chosen in terms
of a field study. A field study, i.e., an investigation where
“the researcher spends considerable time in the field that is

230Cf. Coenenberg et al., 2016, p.327.
231Cf. Davila & Foster, 2005, p.1039; Davila & Foster, 2007, p.907; Davila

et al., 2015, p.207; Davila, 2005, p.223; Davila et al., 2010, p.98.
232Cf. Davila et al., 2010, p.99.
233Cf. ibid..
234Cf. ibid., p.97.
235Cf. ibid., p.98.
236Cf. Schachel et al., 2021, p.661; Schachel, 2019, p.114; Davila et al.,

2015, p.209.

studied and use[s] the knowledge gained as data”237, was
used for three main reasons. First, the research question was
designed for a qualitative field study. Field studies address
questions about “how” or “why” and thus investigate, for ex-
ample, how something was implemented in the investigated
field and why it was implemented in that way.238 Accord-
ingly, field studies aim to gain a deeper understanding of the
research subject and investigate corresponding explanations
and causalities.239 Considering the research question of how
financial planning and cost accounting instruments are im-
plemented in startup companies, the aims of a field study
align with those of the research question. The second rea-
son for adopting a field study approach is that through the
qualitative data obtained from a field study, an initial under-
standing about a topic or problem that has been little or not
explored before can be developed.240 Given the research fo-
cus on MCSs in startups on the influencing factors for the
adoption and impact on the business development of these
systems, the investigation of the implementation of MCSs,
using the example of financial planning and cost accounting,
in startups, represents a still under-researched area, where
valuable information can be gained through a field study. Fi-
nally, data collection in a natural environment is a further
reason for using a field study. Given the focus of this thesis
on startups, data collection in an immediate startup environ-
ment provided an important basis for a deeper understanding
and insight into the research question.241

3.2. Data collection and sample
As part of the chosen qualitative research approach in

terms of a field study, semi-structured interviews were con-
ducted with finance/accounting executives from startups.
Semi-structured interviews are particularly suitable for inves-
tigating still unexplored issues, as their open-ended questions
allow the interviewees maximum leeway, while also enabling
the interviewer to ask more in-depth questions about inter-
esting or misunderstood aspects.242 Semi-structured inter-
views are therefore an appropriate tool for developing deeper
insights and a profound understanding of the startup-specific
implementation of financial planning and cost accounting in-
struments. Furthermore, the finance/accounting executives
in the startups had exclusive knowledge about the imple-
mentation of financial planning and cost accounting in their
startups and were therefore appropriate interview partners
for the investigation of the research question.

For conducting the interviews, a semi-structured guide
was prepared. This guide was composed of four rubrics and
included both open-ended and follow-up questions. The
first rubric asked about the interviewees’ professional back-
ground and their experience in financial planning and cost

237Aspers and Corte (2019, p.148).
238Cf. Yin, 2009, p.9; Miles et al., 2014, p.11.
239Cf. ibid..
240Cf. Miles et al., 2014, p.12; Aspers & Corte, 2019, p.151; Doz, 2011,

p.584.
241Cf. Miles et al., 2014, p.11; Aspers & Corte, 2019, p.152.
242Cf. Adams, 2015, pp.493f..
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accounting. The subsequent category requested structural in-
formation regarding the number of employees, development
stage and venture capital funding of the startup. The final
two rubrics included questions regarding the implementation
of financial planning and cost accounting in the respective
startup. Among other things, questions were asked about
the reasons for the implementation, the implementation
itself, the development steps of the implementation, the in-
fluence of capital providers on the implementation, and the
challenges of financial planning and cost accounting. The
complete interview guide can be found in Appendix A. The
interviews with the executives of the startups were conducted
by video call and recorded via voice memo. Before starting
the recording of the interviews, consent for the recording
was requested, and the anonymization of the final transcript
was agreed upon with the interview partners.

The selection of the interview partners was based on a
total of five criteria, listed below:

1) The startup criteria according to the definition of a
startup must be fulfilled:

a) The company had to be younger than ten years,
b) growth-oriented in terms of its employees/ sales,
c) (highly) innovative in terms of its products/ ser-

vices, business models and/ or technologies,
d) and operated in the digital industry.243

2) The startup was based in Berlin.244

3) Each startup development stage (early, expansion and
later stage) could be assigned to at least two startups.

4) The selected startups were from at least two different
industries, and each industry examined must be asso-
ciated with at least two startups.

5) The selected startups were of different sizes and ages.

These criteria were primarily applied to ensure the in-
clusion of startups from different development stages in the
data collection. Furthermore, additional criteria on indus-
try, size, and age of the startups were included to secure a
heterogeneous selection of interview partners. These crite-
ria were intended to provide further insights into industry,
size or age-dependent differences in the implementation of
financial planning and cost accounting instruments.

Based on the previously presented interview partner se-
lection criteria, it was decided to conduct interviews with
Berlin-based startups from the e-commerce and Platform
as a Service (PaaS) or Software as a Service (SaaS) indus-
tries. According to the German Startup Monitor, the fields
of e-commerce, PaaS and SaaS represent the digital business
models of the majority of German startups, comprising 54.1%

243Cf. Kollmann et al., 2020, p.14; Skala, 2019, p.21.
244Berlin is considered to be the hotspot for startups in Germany (cf. Koll-

mann et al., 2020, p.22). Due to the good distribution between large and
small respectively young and old startups, the location Berlin was chosen for
the startup search. Naturally, the findings can be applied throughout Ger-
many or Europe because of the heterogeneous selection of startups and the
similar market conditions.

of all 1,853 startups examined.245 The decision to focus on
these industries was in line with the criteria of the digital
industry (according to the definition of a startup) and the
consideration of different industries. A total of 9.7% of the
startups surveyed are located in the field of e-commerce, i.e.,
online trading of products, according to the German Startup
Monitor.246 The PaaS and SaaS sectors are summarized in
the context of this thesis as service models from the cloud
computing area. Cloud computing is defined as “a model for
enabling ubiquitous, convenient, on-demand network access
to a shared pool of configurable computing resources (e.g.,
networks, servers, storage, applications and services) that
can be rapidly provisioned and released with minimal man-
agement effort or service provider interaction.”247 The PaaS
and SaaS sectors included respectively 17.7% and 26.7% of
the startups surveyed in the German Startup Monitor and
thus represent a total of 44.4%.248

For this thesis, a total of 52 startups and one external ex-
pert were contacted by phone and email to request an inter-
view. Overall, ten of the contacted startups were gained as
interview partners. Furthermore, the external expert agreed
to an interview, resulting in a total of eleven interviews. Ac-
cording to Hennink et al., qualitative research reaches code
saturation at nine interviews during data analysis.249 Based
on this finding, the sample appeared to be adequate. Ta-
ble 4 summarizes the interview partners with whom semi-
structured interviews were conducted between June 2021
and August 2021.

As illustrated in Table 4, interviews were conducted with
five startups from the e-commerce sector, five startups from
the PaaS/SaaS sector, and one external expert. The inter-
views were conducted in the native language of the intervie-
wees to enable an optimal output. A total of ten interviews
were conducted in German and one in English (PaaS/SaaS-
4). The average duration of the interviews was 43 minutes.
The size of the startups interviewed ranged from two em-
ployees to more than 10,000 employees and thus fulfilled
the criterion of considering different startup sizes. In both
industries examined, interviews were conducted with star-
tups from the early and expansion stages. Thereby, more
interviews were conducted with startups from the expansion
stage (five startups) than from the early stage (three star-
tups). All early-stage startups were already founded and in
the first stage. In contrast to the early stage, there were more
significant differences between the startups in the expansion
stage, especially regarding the number of employees. While
some had just made the transition from the early stage to
the expansion stage and were thus still at the beginning
of the growth process, others were already in the middle
of the expansion stage and could record rapid employee
growth. From the later stage, two interviews were con-

245Cf. Kollmann et al., 2020, p.24.
246Cf. ibid..
247Mell and Grance (2011, p.2).
248Cf. Kollmann et al., 2020, p.24.
249Cf. Hennink, Kaiser, & Marconi, 2017, p.591.
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Table 4: Description of samplea

Duration
Startup Indus- Development Founding FTEb Target VCc Position of of

No. try stage group funding respondent interview
(min)

EComm-1

E-
C

om
m

er
ce Later stage 2008 >500 B2B2Cd Yes Director Fi-

nance
61

EComm-2 Later stage 2012 >500 B2B2C Yes VPe Account-
ing

44

EComm-3 Expansion
stage

2016 101-250 B2Cf Yes CFOg 45

EComm-4 Expansion
stage

2018 11-50 B2Bh No Founder/CEO 37

EComm-5 Early stage 2013 11-50 B2C No Founder/CEO 34
PaaS/SaaS-1

Pa
aS
/S

aa
S Expansion

stage
2016 101-250 B2B Yes Head of Fi-

nance
48

PaaS/SaaS-2 Expansion
stage

2017 11-50 B2B Yes Co-
founder/COOi

25

PaaS/SaaS-3 Expansion
stage

2019 1-10 B2B Yes Co-
founder/CFO

66

PaaS/SaaS-4 Early stage 2021 11-50 B2B Yes Controlling
Lead

23

PaaS/SaaS-5 Early stage 2019 1-10 B2B No Co-
founder/CEO

51

Exp Expert / / / / / Director
Transaction

34

aOwn illustration.
bFull Time Equivalent.
cVenture Capital.
dBusiness-to-Business-to-Consumer.
eVice President.
fBusiness-to-Consumer.
gChief Financial Officer.
hBusiness-to-Business.
iChief Operating Officer.

ducted with startups from the e-commerce sector. However,
these startups had already expanded their business model
during growth, adding a PaaS/SaaS business model to the
e-commerce business model and thus ultimately covering
both industries examined. Furthermore, both startups from
the later stage had already completed their IPO. It should be
noted that EComm-1 fell outside the startup definition since
it had already exceeded the age of ten years - but it had not
long exceeded the age limit set out in the definition. Thus,
EComm-1 was considered in the sample as a source of po-
tentially valuable information about financial planning and
cost accounting in the later stage and possibly even after this
period. In order to avoid discrepancies, EComm-1 was never-
theless still classified as a later stage startup for the purposes
of this thesis. In terms of the target group, it was notable
that the interview partners from the PaaS/SaaS sector were
all located in the B2B business, while the e-commerce sector

had a very mixed target group. Here, startups from the B2B,
B2C but also B2B2C areas were interviewed. Moreover, in
the area of venture capital financing, interviews were con-
ducted with a total of seven venture capital-backed startups
and three “bootstrapped”, i.e., self-financed, startups. The
respondents were all in a leadership position with appropri-
ate responsibility for financial planning and cost accounting
in the startups and with relevant insight. The external expert
was a startup expert who supports startups daily in terms of
venture capital financing, the preparation of financial plans,
and has supported many startups in their growth. Therefore,
he was able to share profound insights into financial planning
and cost accounting at different development stages.

As a result, all criteria for the interview partner selection
were fulfilled, and similarly, a heterogeneous sample with
startups of various sizes, ages, development stages and in-
dustries was generated. Additionally, the websites of the
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interviewed startups were used as a secondary data source
for data triangulation and to increase construct validity.250

Through this, missing structural information about the star-
tups could be added after the initial reading of the transcripts,
and ambiguities clarified.

3.3. Data analysis
For the analysis of the interviews and thus the investiga-

tion of the research question of how financial planning and
cost accounting instruments are implemented in startups, de-
pending on their development stages, a deductive-inductive
approach, according to Kuckartz, was chosen.251

This approach provides in the first step the formation of
thematic main categories, which are derived from the re-
search question (deductive category formation).252 This is
followed by the inductive coding253 of the transcripts, which
implies a material-specific, open coding with subsequent
grouping and categorization of the codes and thus the induc-
tive expansion of the deductive main categories.254 Thus,
this approach ensures a focus on the research question in
the first step, and is suitable for the investigation of subjects
where the existing theory or research literature is limited,
as in the case of the present research subject, through the
material-specific coding and generalization in the second
step.255 Therefore, the deductive-inductive approach is ap-
propriate for the investigation of the research question and
will be described in greater depth in the following with re-
gard to the specific context of this thesis. For this purpose,
Figure 4 illustrates the general flowchart of the data analysis.

In the first step, the semi-structured interviews were tran-
scribed in preparation for the data analysis. The transcription
was carried out with the software happyscribe and was based
on the simple transcription rules according to Dresing and
Prehl, as follows:

1) Transcription was verbatim, i.e., not phonetic or sum-
marized. Existing dialects were translated.

2) Language and punctuations were slightly smoothed.
The sentence form was retained, even though it con-
tained syntactical errors.

3) Breaks were indicated by three ellipsis points in paren-
theses (...).

4) Word breaks and stuttering were smoothed or omitted.
Word doublings were only included if they were used
as a stylistic device for emphasis. Sentence breaks were
marked with the break symbol “-”.

5) Filler words such as “em” or “mhm” were not tran-
scribed unless a response consisted only of this utter-
ance.

250Cf. Yin, 2009, pp.114-117.
251Cf. Kuckartz, 2018, pp.97f..
252Cf. ibid..
253In this thesis, the terms coding or code refer to the summary of an inter-

view passage with a noun or a short phrase. This is also defined as descrip-
tive coding. Cf. Miles et al., 2014, p.74.

254Cf. Kuckartz, 2018, pp.97f.; Elo & Kyngäs, 2008, p.109; Hsieh & Shan-
non, 2005, p.1279; Miles et al., 2014, p.71.

255Cf. Hsieh & Shannon, 2005, p.1279.

6) Nonverbal utterances were not transcribed.
7) Each speaker contribution received its own paragraph.
8) Paragraphs of the interviewer were indicated by an “I”

and those of the interviewee by a unique abbreviation
such as “EComm-1”.

9) Incomprehensible words or phrases were marked by
(inaudible).

10) All information that allowed conclusions to the inter-
viewed person and the startup were anonymized.256

The transcribed interviews can be found in Appendix B.
After completing the transcription process, data analysis be-
gan with the support of MAXQDA 2020. This process started
with the initiating text work, where the interview transcripts
were read several times to gain a deeper insight into the
data.257 During this process, interesting and particularly im-
portant text passages were marked, and notes or specifics
were documented in the form of memos.258

Subsequently, the deductive main categories were de-
veloped based on the research question, and the transcript
paragraphs were coded with the corresponding main cat-
egories.259 Based on the research question, the two main
categories of financial planning and cost accounting were
deduced and further segmented into the end of the early
stage (which EComm-5, PaaS/SaaS-5, PaaS/SaaS-4 belong
to), the start of the expansion stage (EComm-4, PaaS/SaaS-3,
PaaS/SaaS-2), the expansion stage (EComm-3, PaaS/SaaS-
1), and the later stage (EComm-2, EComm-1) to consider
the development stages during the deductive coding of the
transcripts. After forming the two main categories, the tran-
scripts were coded according to these categories and divided
based on the development stages.

With the following step, the inductive analysis of the tran-
scripts began. This initially included the rereading of the
transcripts and, at the same time, the generation of material-
specific codes.260 These codes were generated directly from
the material to reproduce its content as undistorted as possi-
ble.261 For this purpose, it was decided to use descriptive cod-
ing to summarize the content of the interview passage to be
coded as briefly as possible in one word or a short phrase.262

The analysis was carried out from the end of the early stage
to the later stage to obtain further input from the later stage
startups regarding their early stage implementation of finan-
cial planning and cost accounting. Finally, the transcript of
the external expert was evaluated inductively, to validate the
previous results. Since there were no predetermined codes
for this inductive approach, in contrast to the deductive cod-
ing, this process is termed as open coding.263

256Cf. Dresing & Pehl, 2012, pp.26ff..
257Cf. Kuckartz, 2018, p.101; Burnard, 1991, p.462.
258Cf. Kuckartz, 2018, p.101.
259Cf. ibid., pp.101f..
260Cf. Elo & Kyngäs, 2008, p.109; Hsieh & Shannon, 2005, p.1279; Miles

et al., 2014, pp.71f.; Mayring, 2015, pp.85f..
261Cf. ibid..
262Cf. Miles et al., 2014, p.74.
263Cf. Elo & Kyngäs, 2008, p.109; Hsieh & Shannon, 2005, p.1279;

Mayring, 2015, p.86.
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Figure 4: Flowchart data analysis∗

∗Based on Kuckartz, 2018, p.100; Elo & Kyngäs, 2008, p.109; Hsieh & Shannon, 2005, p.1279.

The following two steps included the categorization of the
previously developed codes.264 In the first step, related codes
were grouped and combined into an inductively created cat-
egory. In the next step, related categories were grouped into
a top category. This data grouping created a hierarchical
structure, which was essential for clarity. Thus, this induc-
tive data structure extended the deductive main categories.
Subsequently, definitions were developed for all categories
and codes, which contributed to a better understanding of
the code system.265 Based on the definitions, further related
codes were identified and thus adjustments in the structure
and abstraction of the code system were made. The resulting
phase-specific financial planning and cost-accounting code
systems can be found in Appendix C.

264Cf. Elo & Kyngäs, 2008, p.111; Hsieh & Shannon, 2005, p.1279; Miles
et al., 2014, p.86; Mayring, 2015, pp.86f..

265Cf. Elo & Kyngäs, 2008, p.111; Hsieh & Shannon, 2005, p.1279.

4. Results

4.1. Implementation of financial planning
The first main subject of this thesis, as per the research

question, is financial planning. In the following, the results
regarding the implementation of financial planning accord-
ing to the investigated development phases are presented. In
a subsequent summary, the main results of the implementa-
tion of financial planning are summarized, and the key devel-
opment steps of financial planning between the development
phases are outlined.

4.1.1. End of early stage/ start of expansion stage
With regard to financial planning, the end of the early

and the start of the expansion stage are considered collec-
tively since the analysis revealed a similar implementation
along these stages. The similar implementation corresponds
to the identical objectives of these two phases, namely the
achievement of initial revenues and the commencement of
growth, but also results from the smooth transition between
these two stages. Therefore, the answers of the interview
partners to the question about stage classification were par-
tially ambivalent. PaaS/SaaS-5, for instance, responded to
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the development stage question with: “that means we are ei-
ther very much at the end of your first stage, or just at the be-
ginning of the second stage.”266 EComm-5 answered with: “I
would say we are just at the end of the early stage and moving
into the expansion stage.”267 Accordingly, due to the similar
results and the overlap in stage assignment, the end of the
early and the start of the expansion stage are considered col-
lectively.

Among the group of the startups from the end of the early
stage and the start of the expansion stage, there is a signifi-
cant difference in the fundamental decision about the adop-
tion of financial planning. While PaaS/SaaS-5, PaaS/SaaS-
4, PaaS/SaaS-3, and PaaS/SaaS-2 have integrated financial
planning in their startup, EComm-5 and EComm-4 have so
far decided against the introduction. The decision against
financial planning is based on several reasons, which are il-
lustrated in Figure 5 and explained in more detail in the fol-
lowing.

The first essential aspect comprises the renunciation of
external investors, i.e., bootstrapping. EComm-4 emphasizes
in this context that the requirement for a financial plan at the
outset is based on the needs of the external investors.268 For a
bootstrapped startup, this obligation of preparing a financial
plan for external investors does not apply, thus a financial
plan serves the pure business purpose and not an investor
process. EComm-5 and EComm-4 point out in this context
that the focus in this stage, as a bootstrapped startup, lies on
other aspects such as expense management, which can be re-
alized without financial planning due to the still manageable
financial structure.269 Therefore, EComm-5 emphasizes that
the monthly “reporting from the tax advisor, the business eval-
uation, which shows the current status of the company [. . . ]
[and shows] what remains [in terms of cash]”270 is still suffi-
cient in this development stage. EComm-5 highlights in this
context that “you can also see here that the figures are still very
manageable, they still have [. . . ] a certain transparency.”271

Besides the bootstrapping and manageable finances, the dis-
pensability of financial planning is reflected in the already
positive cash flow of these two startups. EComm-4 accentu-
ates in this context that for a “small company with [11-30]
employees, financial planning [...] doesn’t matter; the main
point is that we are cashflow positive.”272 EComm-5 concurs
and adds that “the non-necessity [of financial planning] is due
to the fact that [. . . ] at the moment and so far there has al-
ways been enough liquidity available.”273 This was possible
for EComm-5 through their methodology of prepayment and

266PaaS/SaaS-5, para.6. The source reference is to the paragraph of
PaaS/SaaS-5’s interview transcript in Appendix B, where the quotation can
be found.

267EComm-5, para.6.
268Cf. EComm-4, para.16.
269Cf. ibid.; EComm-5, para.12.
270EComm-5, para.12.
271Ibid..
272EComm-4, para.20.
273EComm-5, para.14.

their fast market acceptance.274 Specifically, the customer
pays EComm-5 in advance after their individual configura-
tion and order of the product; in turn, EComm-5 uses this
capital to pay for the order of goods at the manufacturer as
well as all other arising costs for the product and, further-
more, directly disposes of the resulting margin.275 By “fast
acquiring of customers, [. . . ], liquidity arrives quite fast [into
the business in this manner]”276 and can be used for the ex-
pansion of the company. In this context, the presence of liq-
uidity represents a crucial point for not implementing a fi-
nancial plan. EComm-5 noted that the company “was pro-
vided with liquidity planners at the beginning of the Corona
pandemic, since it came to a standstill and no sales were gener-
ated for two weeks to see how long the cash would hold out.”277

However, this planning was quickly ended due to the subse-
quent online boom.278 Two further identified aspects repre-
sent the effort/benefit dimension of the financial planning
and the personal background of the executives. Regarding
the effort/benefit dimension of financial planning, EComm-4
argues that the “necessary ongoing development of the finan-
cial planning [...] is a huge effort [...] which does not bring
additional revenue.”279 Consequently, “it brings more to the
company if the CEO makes more sales than keeping the finan-
cial planning up to date. Unless you want investors.”280 Fi-
nally, the personal background of the executive plays a cru-
cial role in the question of whether to adopt financial plan-
ning. EComm-4 states in this context that financial planning
“is always somewhere a look into the future, which is 99% [...]
wrong. [...] That’s why I [EComm-4] have certain reservations
about this form of fortune-telling.”281

Consequently, the financing form, in addition to other as-
pects, has a decisive influence on the introduction decision.
However, it must also be noted in this context that not all
bootstrapped startups refrain from implementing financial
planning. PaaS/SaaS-5, for instance, is also bootstrapped
and has integrated financial planning. Moreover, EComm-5
strives for an introduction within the near future to address
capital providers regarding the maintenance of growth and
the expansion of the business in the future.282

However, as mentioned previously, startups from the
end of the early and the start of the expansion stage which
have already implemented financial planning were also in-
terviewed. Based on these interviews, the question of how
startups from the end of the early stage and the start of the
expansion stage implement financial planning instruments
will be answered. These two stages do not represent the
starting point at which startups integrate financial planning.
As PaaS/SaaS-3, PaaS/SaaS-2, PaaS/SaaS-1, and EComm-3

274Cf. ibid., para.8.
275Cf. EComm-5, para.8.
276Ibid..
277Ibid., para.16.
278Cf. ibid..
279EComm-4, para.28.
280Ibid..
281Ibid., para.18.
282Cf. EComm-5, para.20.
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Figure 5: Reasons against the introduction of financial planning∗

∗Own illustration.

point out, the initial implementation already occurs prior
to the startup’s foundation, in the seed stage.283 This early
adoption is motivated by numerous reasons, of which the
most essential ones are illustrated in Figure 6 and will be
described next.

Prior to the founding of the company, the evaluation of
the business idea constitutes the most crucial aspect, since
the financial planning included in the business planning eval-
uates for the last time before founding “whether [the startup]
can be successful with [its business idea], and if so, under which
conditions”284 or “whether a scalable product can be created or
not.”285 The other triggers mentioned also reflect essential
aspects of financial planning after foundation, specifically the
avoidance of illiquidity. Since only limited revenues are regu-
larly generated at the end of the early and the start of the ex-
pansion stage, the cost management is even more important
in these phases in order to avoid an illiquidity.286 Thus, the
avoidance of illiquidity simultaneously reflects the creation
of a cost overview to compare revenues and costs. Finally,
financial planning is integrated to address the first investors.
Therefore, the founders try to “symbolize [with financial plan-
ning] that [the startup] can be successful with what is planned
to attract investors.”287 Accordingly, even after the startup is
founded, at the end of the early and the start of the expansion
stage, “the most important concerns are liquidity management
and investor processes”288 in implementing financial planning.

The starting point for the implementation of financial
planning at the end of the early and the start of the expan-
sion stage is, as in the other stages, the target and assumption
planning, for instance, in terms of a roadmap. In this context,
a distinction is made between detailed planning with a plan-
ning horizon of twelve months and rough planning with a

283Cf. PaaS/SaaS-3, para.15; PaaS/SaaS-2, para.10; PaaS/SaaS-1,
para.10; EComm-3, para.17.

284PaaS/SaaS-1, para.10.
285Ibid., para.12.
286Cf. Exp, para.20.
287PaaS/SaaS-1, para.10.
288Exp, para.2.

planning horizon of up to five years. The detailed planning
includes short-term objectives, like “what [the management]
want[s] to achieve in terms of product sales and market entry or
funding”289, and focuses on the liquidity issue, namely “how
long does [the] money have to suffice?”290 During the long-
term rough planning, “the future is expanded based on various
assumptions”291, such as the inclusion of “sales increases [...],
efficiency increases or even saturation effects depending on the
market size.”292 Equally, strategic objectives such as a rev-
enue growth rate by year five are defined and used to review
“which milestones should be achieved by when and if they will
be achieved.”293 The determination of short and long-term
objectives and assumptions is carried out by the management
in a top-down approach at the end of the early and the start
of the expansion stage.294 Furthermore, PaaS/SaaS-1 adds
that the investors have a decisive impact by “specifying goals
that have to be included in the planning”295 and against which
the startup’s performance is ultimately measured.

After completing the target and assumption planning, the
startups from the end of the early and the start of the expan-
sion stage continue with the revenue planning. Within this
context, the startups examined exhibit PaaS/SaaS-specific
approaches, which show slight divergences due to their un-
derlying revenue model. For example, PaaS/SaaS-3 offers its
users, commercial retailers, a digital bidding service for their
products on a platform; thus, contractually regulated com-
mission revenues provide the basis for revenue planning.296

The planning of these revenues was integrated by PaaS/SaaS-
3 with the support of the investors based on marketing met-
rics “from classic e-commerce, where [...] revenues [can be]
derived from users.”297 Based on these marketing metrics,

289PaaS/SaaS-5, para.20.
290Exp, para. 14.
291PaaS/SaaS-5, para.14.
292Ibid..
293Exp, para.16.
294Cf. PaaS/SaaS-4, para.30.
295PaaS/SaaS-1, para.20.
296Cf. PaaS/SaaS-3, para.19.
297Ibid..
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Figure 6: Triggers for the introduction of financial planning∗

∗Own illustration.

like “number of users [...], registrations per month, conver-
sion rate, cost per click, advertising and so on”298 it can be
determined “how many marketing costs are necessary for € 1
in revenue.”299 Building on this marketing cost to revenue
ratio, historical values, and strategic objectives, PaaS/SaaS-
3 projects the revenues on monthly and annual slices for the
following five years. Exp points out in this context that the
use of such online marketing metrics “is becoming increasingly
important, especially in digital business models [...] to build
up a better understanding of how individual marketing metrics
work and what can then be changed in the planning.”300

PaaS/SaaS-5, PaaS/SaaS-4, and PaaS/SaaS-2 operate
with a recurring revenue model for contracted terms. This
revenue model was integrated into PaaS/SaaS-2 through the
advice and support of their investors, resulting in a “shift
from one-time revenues [...] to SaaS, [i.e.,] to small recur-
ring revenues.”301 The B2B business model of the startups
examined represents a specific aspect at this point, which
means that “significantly fewer customers [are acquired], but
the customers are significantly more valuable”302 than in the
B2C area, i.e., their customer lifetime value is considerably
higher. Accordingly, planning the revenues in the PaaS/SaaS
specific B2B recurring revenue model starts with an exami-
nation of “who do we have as clients?”303 PaaS/SaaS-4 states
in this step that the planning of the revenues of these clients
can be accomplished through the manageable contracts and
the “outgoing invoices that we are going to provide the ser-
vice.”304 PaaS/SaaS-5 further outlines that this is followed
by an intensive “look at which customers we think are coming
in”305 for short-term revenue planning to augment plan-
ning with those revenues. Subsequently, this revenue model

298PaaS/SaaS-3, para.31.
299Ibid..
300Exp, para.8.
301PaaS/SaaS-2, para.16.
302PaaS/SaaS-1, para.16.
303PaaS/SaaS-4, para.12.
304Ibid., para.14.
305PaaS/SaaS-5, para.20.

also uses “marketing/sales cost budgets for planning [not yet
contracted] sales”306 for long-term planning, via the use of
marketing metrics such as “the conversion rate [and] cus-
tomer acquisition costs.”307 PaaS/SaaS-4 concludes that the
“projecting [of] sales [must] take into account [the] marketing
streams.”308 As a result, the revenue planning of all startups
from the end of the early and the start of the expansion stage
follows the bottom-up approach. This implies that revenues
are calculated starting from marketing metrics or customer
consideration, rather than top-down from market size.309

The planning of the revenues represents the greatest chal-
lenge in financial planning for startups from the end of the
early and the beginning of the expansion stage. Within this
context, PaaS/SaaS-2 and PaaS/SaaS-5 stress that especially
the dependency on business partners is a huge challenge in
revenue planning:

“I think the biggest challenge is always revenue
planning for small companies. So, are the things
that you have planned so far ahead really going
to happen? Because these are actually things that
you can only influence indirectly, [. . . ] because the
cooperation of the customers is of course essential,
or simply a prerequisite.”310

“The greatest challenge [...] actually has to do
with revenues, because in some cases you also
have very large B2B customers who could theoret-
ically redeem a large ticket in one fell swoop. And
then of course it’s important to know whether the
money will come in month X or only three months
later.”311

306Ibid., para.12.
307Ibid., para.22.
308PaaS/SaaS-4, para.10.
309Cf. Exp, para.12.
310PaaS/SaaS-2, para.24.
311PaaS/SaaS-5, para.46.
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Accordingly, Exp concludes that against this background,
the challenge is the “clean depiction of the operating busi-
ness”312, since the incorrect planning of revenues means that,
in the worst case, the incurred expenses cannot be covered
and could result in illiquidity.

Subsequently313 or frequently in parallel314 to the rev-
enue planning, the investment and cost planning occur. The
distinction between investment and cost planning is still neb-
ulous in this context, since investments mean “no large of-
fice investments or cars”315 in this stage. PaaS/SaaS-3 clar-
ifies that investments refer, for instance, to external service
providers “who are commissioned to build the platform [...]
and [can be easily planned] by obtaining offers with payment
steps.”316 PaaS/SaaS-5, on the other hand, adds freelancer
costs to the cost planning;317 thus, the distinction between
cost and investment planning varies between startups in this
stage. However, the planning of necessary investments is
fundamentally derived from the assumption and target plan-
ning. The planning of costs generally involves fixed costs,
“such as office, tax advisor, accounting, hosting, telecommu-
nications, insurance, lawyer”318 or personnel costs, and vari-
able costs, such as “marketing/sales cost budgets”319, which
“are very manageable in digital business models.”320 There-
fore, cost planning does not pose a challenge for the startups,
“because [they] can cover the running costs quite well”321 and
can plan the total incurred costs accurately due to the few
variable costs.

This investment and cost planning is followed by financ-
ing planning. Venture capital-backed startups plan to raise
funding on a “usual cycle [. . . ] between 12 and 18 months.”322

The planned timing of funding is highly dependent on the
cash flow planning, which shows how long the available cap-
ital will be sufficient and when a funding round must be
closed at the latest.

Based on these previous plans, the balance sheet and
income statement items are planned. PaaS/SaaS-3, for in-
stance, has established a (SKR) 04 Datev standard cost frame-
work in the Excel calculation for this allocation of the previ-
ously planned revenues, individual costs, investments, and
financings.323 This involves assigning the planned items to
the corresponding Datev accounts, which subsequently en-
ables a straightforward assignment to the balance sheet and
income statement items and thus their planning. Based on
this balance sheet and income statement allocation, the cash
flow is planned on a cash-effective, accrual basis.324 The cash

312Exp, para.20.
313Cf. PaaS/SaaS-3, para.19.
314Cf. PaaS/SaaS-5, para.12; PaaS/SaaS-2, para.10.
315PaaS/SaaS-3, para.19.
316Ibid..
317Cf. PaaS/SaaS-5, para.32.
318Ibid..
319Ibid., para.12.
320PaaS/SaaS-3, para.39.
321PaaS/SaaS-2, para.24.
322Exp, para.14.
323Cf. PaaS/SaaS-3, para.25.
324Cf. ibid..

flow represents the essential instrument of the startups from
the end of the early and the start of the expansion stage, as it
provides information on “how long the cash will still last”325

and thus provides the basis for planning a follow-up funding
round.326 Hence, PaaS/SaaS-5 declares that cash flow plan-
ning contributes to check, especially in the short term, “when
do amounts probably arrive in our account, when do they go
out, do we have [a] liquidity problem? How long does the cash
last, what is the cash burn rate and run rate?”327 Furthermore,
Exp emphasizes that cash flow planning supports the startup
in “managing costs, [because] in the early stages there are still
not so many revenues. That means [the startups] have to think
carefully about what [they] spend the limited capital [. . . ] on
and how long it will last. What is the impact?”328 Conse-
quently, the focus of planning at the end of the early stage
and at the beginning of the expansion stage is on short-term
detailed planning, intending to be able to allocate the cash
flows as closely as possible and on an accrual basis to avoid
the illiquidity of the company.

The control of this established plan is carried out monthly
with the help of actual values in the examined phase.329 This
control is crucial for the short-term detailed planning, as a
substantial deviation in revenues or costs can lead to signifi-
cant consequences for the cash flow, resulting, for instance, in
liquidity shortages when continuing the existing plan. There-
fore, the short-term detailed plan is adjusted quarterly in the
case of PaaS/SaaS-2330 or even continuously in the case of
PaaS/SaaS-5 when innovations or new findings occur331.

In implementing financial planning, the startups from the
end of the early and the start of the expansion stage pay par-
ticular attention to a dynamic configuration. Therefore, the
model should already be designed in this stage in a way that
allows a quick reaction to “various influences [...], [such as]
what does it mean if my revenue increases by 20%, what hap-
pens to my result”332, or “I do more marketing, then a for-
mula is used in my financial planning to calculate what the
sales are likely to be.”333 Consequently, the financial planning
is already designed coherently and dynamically in the early
stages to convince investors in financing rounds of the finan-
cial model through the already existing scenery capability334,
but also to be able to depict the effects of individual measures
quickly and transparently to make decisions on this basis.335

A further focus in the design of the planning is, as already in-
dicated above, “the clean mapping of the operating business to
accurately represent the short-term sales based on appropriate
Key Performance Indicators (KPIs)”336 and thus to reduce the

325Ibid., para.27.
326Cf. ibid..
327PaaS/SaaS-5, para.20.
328Exp, para.20.
329Cf. PaaS/SaaS-2, para.20; PaaS/SaaS-4, para.12.
330Cf. PaaS/SaaS-2, para.20.
331Cf. PaaS/SaaS-5, para.16.
332PaaS/SaaS-3, para.11.
333PaaS/SaaS-5, para.12.
334Cf. PaaS/SaaS-3, para.11.
335Cf. Exp, para.8.
336Ibid., para.20.
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risk of illiquidity.
The startups examined from the end of the early stage

and start of the expansion stage mostly use a standard Excel
calculation to implement the financial planning. PaaS/SaaS-
3 emphasizes that Excel offers the advantage that “it is rather
free”337 and consequently, based on the necessary know-how,
it allows an easy implementation of a dynamic financial plan-
ning model. PaaS/SaaS-3 further underlines in this respect
that the use of an Enterprise-Resource-Planning (ERP) sys-
tem, such as SAP, is unsuitable for these early startup stages
due to the cost factor, the ease of use, and the inflexibility
of these systems.338 PaaS/SaaS-3 also highlights that “the
introduction of a financial planning system [like SAP] in [...]
this phase would not make sense [...], since you would overtake
yourself in the question, what does this financial planning sys-
tem actually bring me and how flexible is it?”339 PaaS/SaaS-5
concludes with regard to the implementation “that you should
not write a dissertation with your financial planning in the
early stage, but it must be sufficient so that you can make good
decisions and get a good picture of what the cash looks like.
[...] Otherwise it would be a waste of time and inefficient.”340

As a result, finding the right and necessary balance in the
implementation of financial planning is a decisive factor in
this stage. An exception to the system used is presented by
PaaS/SaaS-5, which offers a financial planning software on
the market and consequently also uses it for its own planning,
in order to equally recognize and eliminate error susceptibil-
ities in the system.341

Compared to the initial implementation of the financial
planning in the seed stage, several development steps to-
wards the end of the early and the start of the expansion stage
could be identified. Although the dynamic structure of the fi-
nancial planning was already considered in the seed stage
implementation, it was further expanded due to the more
detailed financial planning. Furthermore, financial planning
was refined by investor-related development steps, especially
in the area of revenue planning as described above. Ac-
cordingly, the inclusion of marketing KPIs and the shift to
industry-specific revenue models, in order to improve the op-
erational planning, represent further development steps from
the seed stage to the end of the early and the start of the
expansion stage. PaaS/SaaS-3 emphasizes that the next de-
velopment step will be the start of automating the financial
planning process: “since we still work very much manually, I
would like to have [. . . ] a stronger automation.”342

4.1.2. Expansion stage
In the subsequent expansion stage, the basic implementa-

tion of the financial planning follows the same scheme from
the end of the early and the beginning of the expansion stage.

337PaaS/SaaS-3, para.13.
338Cf. ibid., para.11.
339Ibid., para.13.
340PaaS/SaaS-5, para.30.
341Cf. ibid., para.10.
342PaaS/SaaS-3, para.37.

Again, the first step involves the planning of the strategic
objectives and assumptions, such as internationalization or
new product launches343, for the short-term detailed plan-
ning (12 to 18 months) and the long-term rough planning
(five years) in the top line of the startup. Due to the more dif-
ferentiated corporate structure of the two startups examined
from this stage (EComm-3, PaaS/SaaS-1) compared to the
ones from the end of the early and the start of the expansion
stage, these objectives are communicated between the indi-
vidual departments and thus “each department derives targets
[. . . ] that are aimed at these strategic objectives.”344 There-
fore, the planning of the strategic goals and assumptions also
occurs in a top-down manner in the expansion stage.

The subsequent revenue planning reveals the develop-
ment step in the financial planning compared to the previous
stage, but also highlights the differences in the implemen-
tation of the financial planning between the two industries
examined. EComm-3 operates in this context in e-commerce
with a B2C target group. Here, the starting point for revenue
planning represents a top-down sales planning in which “the
volume to be achieved [...] is derived from the market size.”345

Such a top-down approach for revenue planning is justified
by “the rapid growth of the market in which [...] [EComm-
3] operates”346 and by “the scale on which [EComm-3] now
operates, with an average of [one to two] million Euro in rev-
enue per month, where [...] calculations can already be made
very statically.”347 After defining the revenue to be achieved,
an analysis of the key sales figures of the offered products
is carried out, i.e. the consideration of the so-called unit
economics. In this process, the necessary sales to achieve
this revenue target are calculated based on the average order
volume.348 EComm-3 represents at this point a one-product
company that offers its customers an online configurator to
enable them to set up the product according to their wishes
before it is installed on the customer’s site by the company’s
installers. Therefore, the calculation of the average order
volume can easily be done using historical values. The next
step involves the determination of the required marketing ex-
penses for achieving these sales. For this purpose, the sales
department uses a sales driver that automatically calculates
the required resources for the necessary marketing efforts
based on key figures from “performance marketing [...] such
as the number of necessary leads”349, the costs per click or
the costs per lead. A further driver, called the “put-through
rate”,350 was integrated into the revenue planning process
of EComm-3, which automatically integrates the “offset be-
tween the sale and installation of the product and thus also
the invoicing.”351 This put-through rate is also based on his-

343Cf. EComm-3, para.31.
344PaaS/SaaS-1, para.28.
345EComm-3, para.19.
346EComm-3, para.19.
347Ibid., para.33.
348Cf. ibid., para.39.
349Ibid., para.19.
350Ibid..
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torical values and has a range of “90 to 110 days.”352 Us-
ing the time offset of the put-through-rate, a further driver
from the operations department determines the “installation
activities.”353 This driver includes the “number of units to be
installed per month and plans the personal expenses [of the op-
erations department] [. . . ], the material expenses, installation
costs, etc.”354 Thus, EComm-3 started to automate the pro-
cess of revenue planning as well as cost or budget planning
on the basis of drivers. Currently, many departments “such as
finance, tech, [...] or brand and communication marketing”355

still operate independently of drivers; therefore, “in the fu-
ture [automation] will be significantly expanded and dedicated
drivers will be developed for most departments [...] to be able
to determine at least 80% of the resource requirements based
on drivers.”356 This driver-based planning was implemented
primarily due to the increasingly complex corporate structure
resulting from the rapid growth of the company, so that the
departments “had previously planned [the necessary budget]
relatively independently of each other.”357 With the implemen-
tation of the drivers, EComm-3 pursues the objective of “bet-
ter displaying the interrelationships, automating [the planning
process] and developing it in a better interlocking manner.”358

The top-down approach is also used for long-term rev-
enue planning at PaaS/SaaS-1 in the B2B specific area. In
this regard, PaaS/SaaS-1 plans “the development of the rev-
enue based on the targeted market share.”359 EComm-3 high-
lights that such an approach proves useful when “the market
is already relatively crowded”360, as in the case of PaaS/SaaS-
1. In the short-term detailed planning, as in the case of the
previously presented PaaS/SaaS startups from the end of the
early stage and the beginning of the expansion stage, bottom-
up revenue planning is carried out. This is again caused by
the B2B business model, since “you have significantly fewer
customers [than in the B2C area], [...] allowing you to deal
with each one in great detail”361, as PaaS/SaaS-1 accentuates.
The necessary figures for the planning of already acquired
customers are provided by multi-year contracts, which en-
able the planning of recurring revenues.362 For the planning
of customers to be acquired, detailed “individual business
cases”363 are calculated, since PaaS/SaaS-1 acquires “only two
close full customers [. . . ] per year.”364 PaaS/SaaS-1 has raised
the detail level of short-term revenue planning to a daily basis
for this purpose.365

Regarding the industry, a significant difference can be in-
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361PaaS/SaaS-1, para.16.
362Cf. ibid..
363Ibid..
364Ibid., para.26.
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ferred from the two considered revenue plans. This lies in
the underlying revenue model, which is highly dependent on
the industry. While in e-commerce, non-recurring revenues
are regularly generated by the sale of a product to the cus-
tomer, in the PaaS/SaaS area, a recurring revenue model is
often used. Therefore, revenue planning in e-commerce is
usually based on unit economics such as the average order
volume or average number of sales per month, whereas in
the PaaS/SaaS-specific B2B area, the planning is often driven
by customer economics such as the average customer lifetime
value and contractual agreements.

In terms of cost planning, PaaS/SaaS-1 places a particular
focus on planning personnel costs “because [the PaaS/SaaS
business model] is very personnel-intensive.”366 Here, the plan-
ning of personnel requirements is performed on a depart-
mental level in a bottom-up approach, allowing the alloca-
tion of the necessary resources to the individual departments
to fulfill the strategic objectives. The planning of the remain-
ing costs takes place in PaaS/SaaS-1 through budget speci-
fications for the individual departments by management in
a top-down approach. In EComm-3, cost planning is par-
tially automated via drivers such as sales or installation ac-
tivities, as outlined previously. Cost planning for the driver-
independent departments is carried out in a top-down man-
ner, whereby the individual departments act according to the
budget specifications of the top line.367 In the future, this re-
source planning will be driver-based across all departments
of EComm-3.368

Building on this revenue and cost planning and the strate-
gically defined investments and financings, the planning of
the balance sheet, income statement and cash flow is also car-
ried out in the expansion stage through the dynamic planning
design. Again, the focus in this phase is on cash flow plan-
ning and thus on short-term financial planning, with regard
to “how long [the] cash run rate will last [and] when the next
financing round should be initiated.”369 PaaS/SaaS-1 stresses
in this context that although a five-year plan is created, “plan-
ning more than two years ahead does not make sense [. . . ] [as]
the world, markets, and business are now moving so fast.”370

As in the previous stage, these plans are monitored
monthly using target-actual comparisons. PaaS/SaaS-1 em-
phasizes that this comparison is also necessary since in this
interval the startup must report to the investors “how it stands
to its planned developments.”371 Furthermore, PaaS/SaaS-1
accentuates “that a new adjustment of the existing plan [...]
should be completed at least every six months”372, to consider
deviations and new developments, such as failed product
launches.

The realization of financial planning in the expansion
stage thus focuses on the implementation of integral (cross-
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company) and coherent planning, in addition to the al-
ready established dynamic implementation from the previous
stage. This focus is related to the company’s growth and the
emergence of new departments and responsibilities, which
must find appropriate consideration in financial planning, as
PaaS/SaaS-1 explains:

“Planning is much easier to implement in the early
stages with just a few people [than in the expan-
sion phase] because as the company grows, more
and more responsibilities arise, and thus more de-
cision makers also have an impact on the financial
figures.”373

PaaS/SaaS-1 further emphasizes the necessity of human
resource MCSs to integrate and follow this plan, ensuring
that “in top-down planning [...] the defined objectives and re-
leased resources are also communicated down to the level of a
tech division manager or the head of a logistics subdivision.”374

Otherwise, there is a risk that due to unknown budget re-
strictions, investments or expenditures are made that have
not received consideration in the planning. Consequently,
PaaS/SaaS-1 concludes “that finance must repeatedly create
a [cross-company] framework, [...] which also must be known
and lived [by all departments].”375 EComm-3 outlines that the
focus of planning is “to present correlations, to automate and
to develop better interdependencies.”376 For this purpose, ded-
icated drivers for the individual departments were developed
in single cases and will be further developed. These drivers
represent the interrelationships of the departments and can
determine the resource restrictions automatically on this ba-
sis. Thus, the “previous independent planning [of the depart-
ments]”377 was broken up with the introduction of drivers.

For the implementation of the financial planning in the
expansion stage, an Excel calculation is still used. EComm-
3 justifies the choice of Excel “with the advantage of flexibil-
ity”378, so that the interfaces of the driver-based planning can
be represented in the best way with it.

The next development steps involve, first of all, letting
“the planning grow further”379, and second, as EComm-3 em-
phasizes, developing “drivers across the entire value chain of
the startup, which then allow optimization [. . . ] as well, [i.e.,]
to integrate an efficiency process.”380

4.1.3. Later stage
The final stage to be considered, known as the later stage,

encompasses startups with already successfully completed
IPOs (EComm-1 and EComm-2). Both companies integrated
an ERP system as part of the IPO, but also due to their strong
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growth and the resulting complex corporate structure.381 Be-
sides creating an integrated and coherent view of the com-
pany, this system also enables automated data collection and
planning.382

Even in the later stage, the planning of the strategic objec-
tives for the five-year plan and the one-year plan represents
the starting point for financial planning. Thereby, the com-
pany management plans and communicates the objectives in
a top-down manner within the framework of the corporate
strategy for the next five years, such as “a growth of 20% to
25% [. . . ], a profitability of 2 to 3.5% in the following years”383

or even the “establishment of a new warehouse in France in
two years [. . . ] [and] the expansion into Eastern Europe.”384

Regarding the planning of short-term objectives, EComm-1
accentuates that in addition to management’s strategic objec-
tives, “operational [. . . ] initiatives [are] planned on top, which
ultimately should lead to this revenue growth.”385 Accord-
ingly, EComm-1 combines the top-down approach with the
bottom-up approach for planning and checking the feasibil-
ity of the short-term objectives. The basis for defining these
objectives includes historical values and current market de-
velopments,386 as well as real-time data generated by queries
from the ERP system, “like which [products] have higher mar-
gins and which have lower margins.”387

Based on the planning of the objectives and the assump-
tions, the planning of revenues is also carried out first in the
later stage. EComm-1 and EComm-2 initially base their rev-
enue planning on a top-down approach whereby the revenue
objective is derived from the top line on the targeted market
share.388 EComm-1 states in its last annual report that “the
goal continues to be growing faster than the market and further
increasing [the] market share as a result.”389 Since EComm-1
and EComm-2 operate in an international environment with
multiple revenue streams, this top line revenue target repre-
sents the result of a consolidated revenue plan. In their plan-
ning approach, both EComm-1 and EComm-2 subdivide by
country and revenue stream390 to “project first at the country
level what [. . . ] is achievable in terms of revenue.”391 In divid-
ing this revenue, EComm-1 again differentiates between rev-
enue from traditional e-commerce and the PaaS-specific rev-
enue share, where merchants “offer their goods on [EComm-
1’s] website and pay a commission upon a successful sale.”392

In contrast, EComm-2 differentiates between target group-

381Cf. EComm-2, para.2.
382Cf. ibid., para.20.
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385Ibid., para.9.
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preserve the anonymity of EComm-1 and EComm-2, the sources of the an-
nual reports are not added to the reference list.
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specific revenue categories in its planning.393 EComm-2 ac-
centuates that the planning of the country-specific revenue
categories is automated by means of queries from the ERP
system394, which are “coordinated with the managing direc-
tors of the [individual] countries, so that they [. . . ] can also
adjust the growth targets of the respectively country again.”395

The country-specific view is finally summarized in a consol-
idation, which again should be in line with the strategic ob-
jective of the top line.

The subsequent cost planning is done by drivers at
EComm-1. For this purpose, a translation from revenue to
the required number of goods sold is carried out. To calcu-
late the required number of goods sold, the planned revenue
in the e-commerce segment is divided by the average pur-
chase price per good.396 With the aid of this translation,
the necessary drivers for all business units are defined and
distributed, enabling the units to plan their necessary bud-
gets automatically using these predefined drivers and their
own budget assumptions, such as cost rates.397 For exam-
ple, the necessary number of goods sold is transmitted to
the purchasing department, allowing it to carry out appro-
priate planning with an average purchase price per good.398

The logistics department receives drivers such as “how many
parts go into the warehouse [. . . ], how many parts must be
handled [. . . ], how many parts are in a package on average
[. . . ], [or] how many packages must be shipped”399 from the
market department, allowing them to calculate the corre-
sponding costs and the necessary budget from existing cost
rates like shipping costs.400 Ultimately, the individual budget
plans of the respective units are consolidated, resulting in a
total necessary budget.401 In contrast, EComm-2 works with
queries from the ERP system for cost planning, “from which
[among other things] the material costs can be drawn very well
and detailed from the platform [. . . ] and can be evaluated very
good via the business analytics. For this purpose, there is also a
large business analytics department, which then evaluates this
from scratch as well.”402

Building on this revenue and cost planning and the strate-
gically defined investments and financings, the balance sheet,
income statement and cash flow are also planned in the later
stage. Regarding the control of the short-term plan, differ-
ent levels of granularity can be observed between EComm-1
and EComm-2. While EComm-1 controls the short-term plan
weekly,403 EComm-2 controls it daily “by means of two to three
reports from the business analytics [department].”404 The ac-
tual results are presented to the management in a monthly
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report; based on this, EComm-2 decides monthly whether to
adjust the plan.405 By contrast, EComm-1 decides on a quar-
terly basis whether an adjustment of the plan is necessary and
does so if required.406 In this respect, EComm-1 criticizes ex-
cessive adjustment of the financial plan, since “it represents a
very high effort [. . . ] and then also leads to a pseudo accuracy
at a certain point.”407

In the implementation of financial planning, both EComm-
1 and EComm-2 have placed particular attention on a high
level of detail. EComm-1 justifies this with the increasingly
complex and growing company structure, which makes “the
revenue composition more complicated, since several business
models exist internally from which several revenue streams
come [. . . ] or the logistics network becomes more complicated,
since you have several locations with different cost structures.
A warehouse in Sweden is more expensive than in Poland.”408

EComm-2 adds that the level of detail was positively in-
fluenced by “the consolidated aggregation of planning in the
individual countries.”409 A further focus is placed on automa-
tion in the implementation of financial planning. EComm-1
states in this context that planning in the later stage is “quite
complex and can only be handled again through automa-
tion.”410 Moreover, EComm-2 explains that, with the help
of automation, “data are drawn from [the operational ERP
system] via queries and the financial planning is built upon
this data”411, meaning that the database for planning is lo-
cated in a single source and not, as was previously the case,
“drawn together from many sources.”412 A third point that
is focused on in the implementation of financial planning in
the later stage is the consistency of the planning. EComm-2
underlines in this context that when approaching the IPO,
“everything [became] much more structured, so that you don’t
have a system that is constantly modified again, but rather
you also have consistency in it [. . . ], so that you can compare
the planning from the previous year with the planning from
this year and other parameters are not suddenly included.”413

However, EComm-2 and EComm-1 clearly differ in their ap-
proach on this point. EComm-1 expresses that the “process of
annual planning is very different every year, since there is still
a lot of learning about how to think about certain things and
especially how the interactions are.”414 EComm-1 cites com-
munication as an essential point for achieving a consistent
planning process. Thereby, a lack of communication poses
the main problem for the inconsistent planning process at
EComm-1 since “there are so many teams involved now, so it’s
just difficult to keep everybody on the same information level
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all the time.”415 Due to this lack of information in some parts
of the company, inconsistencies arise in the planning process,
so that things can “quickly go in the wrong direction”416, such
as using the wrong drivers for budget planning.417

EComm-2 uses Google Sheets as the financial planning
system, where the automatically generated data from the
ERP system serve as the basis.418

As the next development step, EComm-1 sees the emer-
gence of a more consistent planning process, whereby plan-
ning “is not constantly revised and touched on anew.”419 How-
ever, overall, both later-stage startups examined regard their
financial planning as very mature, since, on the one hand, “an
extremely large financial organization has been established [in
both startups], but on the other hand [both startups] also try
to underpin everything with figures and correspondingly im-
portant planning processes are also assessed for [both] com-
pan[ies].”420

4.1.4. Summary
In summary, the results show a distinct contrast in the

first step with regard to the fundamental decision to intro-
duce financial planning in the early startup stages. In this
context, EComm-5 and EComm-4 justify their decision not
to introduce financial planning with the bootstrapping and
still manageable finances. Accordingly, for both startups, the
monthly business evaluation by the tax advisor is still suffi-
cient.421 In contrast, the remaining eight startups examined
have integrated financial planning. This was already estab-
lished in the seed stage of the startups for the validation of
the business idea. The underlying financial planning process
follows the same scheme along all development stages, as
illustrated in the first part of Figure 7.

The planning basis represents a top-down assumption
planning for the detailed one-year plan and the rough five-
year plan for all startups. Here, the top line of the com-
pany and the investors plan the strategic objectives of the
company. These objectives from the assumption planning
represent milestones for all startups, against which their per-
formance is measured. In its one-year planning, EComm-1,
as a later stage startup, also considers operational initiatives,
thus linking a top-down and bottom-up approach.422

Building on this assumption planning, all startups inves-
tigated first carry out the revenue planning. The PaaS/SaaS
startups from the end of the early stage and the start of the
expansion stage examined pursue an often investor-driven
bottom-up approach for revenue planning, whereby revenues
are planned on the basis of marketing metrics, as well as ex-
isting and planned customer contracts. In contrast, the star-
tups from the expansion and later stages follow a top-down

415EComm-1, para.19.
416Ibid..
417Cf. ibid..
418Cf. EComm-2, para.18.
419EComm-1, para.27.
420Ibid..
421Cf. EComm-4, para.16; EComm-5, para.12.
422Cf. EComm-1, para.9.

approach for the planning of revenues based on the planned
market shares or the planned revenue volume. EComm-3
argues that this approach is useful for startups that already
generate “an average of [one to two] million Euro in revenue
per month, [so that] calculations can already be made very stat-
ically.”423 Based on the planned revenue, the startups from
e-commerce calculate the necessary sales using the average
order volume, while the startups from the PaaS/SaaS-specific
area calculate the number of necessary customers using the
average customer lifetime value. However, despite this top-
down approach, PaaS/SaaS-1 plans the individual revenues
of existing contract customers and planned customers on a
daily granular level in the short-term revenue planning and
thus in a bottom-up manner, due to the small but very valu-
able number of customers.424 The industry-specific differ-
ences in the planning of the startups are particularly evident
in the revenue planning. While PaaS/SaaS startups with few
customers from the B2B sector operate with customer eco-
nomics, such as the average customer lifetime value or con-
tractual agreements, in their planning, e-commerce startups
operate with unit economics, such as the average order vol-
ume or the average order value per good.

The simultaneous or subsequent cost planning proves to
be simple for the startups from the end of the early stage
and the start of the expansion stage, as there are few vari-
ables and many fixed costs in digital business models, so that
the still few individual cost elements incurred in this stage
can usually be easily planned independently of the depart-
ments. The costs are planned in line with the revenue, so that
a higher marketing expense must result in revenue growth.
In the expansion stage, a department-specific cost planning
occurs, in which the first automation approaches are estab-
lished, for example, by using drivers for automated planning
of single costs based on the sales. At the later stage, cost
planning is fully automated on a department-specific basis
using drivers in EComm-1 or queries from the ERP system in
EComm-2.

The planning of investments also follows from the as-
sumption planning, thus the planned investments, such as
a new warehouse, are considered numerically in the invest-
ment planning. While the investments are clearly arranged
at the beginning and mainly include the development, invest-
ments in the later stage are made in new warehouses or in
the establishment of new international locations.

The financing plan as the last basic plan in the upper left
area of Figure 7 considers all previously planned aspects to
determine when the next financing round must be initiated.
For this purpose, the cash flow planning is also particularly
suitable since it indicates when the available liquid resources
will be used up.

Based on this planning foundation, the balance sheet, in-
come statement and cash flow are planned in all startups ex-
amined. Here, the focus is on short-term cash flow planning,
especially at the end of the early stage and the beginning of

423EComm-3, para.38.
424Cf. PaaS/SaaS-1, para.16.
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Figure 7: Financial planning in startups∗

∗Own illustration.

the expansion stage. PaaS/SaaS-5 emphasizes in this context
that financial planning at the beginning “must be sufficient
[...] so that you can make good decisions and get a good picture
of how things look in terms of cash.”425 Thus, the cash flow
planning represents the essential instrument of the startups,
especially at the beginning, to avoid illiquidity and secure the
continuity of the company. PaaS/SaaS-1, as a startup from
the expansion stage, further criticizes long-term planning be-
cause “the world, markets, and business are now moving so fast
[...] that planning more than 24 months into the future makes
no sense.”426 EComm-1, as a later stage startup, agrees and
adds that “a five-year plan [...] is necessary for the long-term
focus, but as you look further ahead, the results become more
volatile.”427 Accordingly, the focus in the expansion and later
stage is also on detailed short-term planning.

In the lower section of Figure 7, the planning-specific de-
velopment steps between the stages are illustrated. The plan-
ning at the end of the early stage and at the beginning of
the expansion stage is implemented more dynamically than

425PaaS/SaaS-5, para.30.
426PaaS/SaaS-1, para.18.
427EComm-1, para.9.

in the seed stage to enable the quick mapping of the conse-
quences of individual measures and to make decisions based
on this. Furthermore, a stronger focus is placed on the correct
planning of the operative business, so that accruing revenues
and costs can be planned as accurately as possible in view
of the cash flow. Towards the expansion stage, increased at-
tention is paid to more integral planning which takes the in-
creasingly complex corporate structure into account, in order
to carry out cross-company planning. Furthermore, planning
becomes much more detailed in view of the higher sales and
expanded corporate structure, thus the automation of plan-
ning is initiated to also ensure its later manageability. From
the expansion stage to the later stage, the level of detail in
the planning is further increased significantly in view of a
possible IPO. Due to consolidation issues, the automation of
planning is further advanced, thus drivers or queries from
the ERP system are used to automate the planning. More-
over, greater emphasis is placed on consistent planning with
uniform annual parameters to ensure comparability. The de-
velopment of planning consistency is afforded particular fo-
cus even beyond the later stage.
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4.2. Implementation of cost accounting
The second main subject of investigation in this thesis,

according to the research question, is cost accounting. In the
following, the results on the implementation of cost account-
ing in the development phases examined are presented. In a
subsequent summary, the main findings on the implementa-
tion of cost accounting are described and the main develop-
ment steps along the phases are outlined.

4.2.1. End of early stage/ start of expansion stage
Similarly to financial planning, the results of the imple-

mentation of cost accounting in the startups from the end of
the early stage and the start of the expansion stage are pre-
sented collectively. The reasons for this are the same as those
in the financial planning section, namely the similar imple-
mentation and the overlapping phase classifications from the
startups examined from these two phases.

In terms of the basic decision to introduce cost account-
ing, it is notable that all startups have established fundamen-
tal cost accounting in their company. The initial implemen-
tation should already occur in the seed stage according to
EComm-3 and PaaS/SaaS-2.428 This timing is motivated by
two main triggers, which are illustrated in Figure 8.

The first trigger for the introduction of cost accounting
is financial planning. As previously outlined, the planning
of costs constitutes an essential aspect of financial planning,
for which an overview of the incurred costs is indispensable.
Accordingly, PaaS/SaaS-5 justifies the introduction of cost ac-
counting with the knowledge “that [cost accounting] is part of
financial planning and brings important insights later. Above
all, however, also to be able to calculate target ratios such as
customer acquisition costs [. . . ] or cash flow.”429 PaaS/SaaS-
1 further stresses “that [financial] planning is ultimately only
as good as the execution, and this is automatically accompa-
nied by cost accounting.”430 A second trigger for the imple-
mentation of cost accounting involves the improvement of
transparency. EComm-5 accentuates in this context that cost
accounting provides information on “whether the product you
are selling is profitable and how profitable it is.”431 EComm-1
concurs with EComm-5’s statement and justifies the integra-
tion of cost accounting as a “means to an end, [. . . ] [to]make
costs transparency.”432

The implementation of cost accounting by the startups
from the end of the early stage and the beginning of the
expansion stage occurs in a very rudimentary manner. Five
of the six startups examined from these stages have merely
implemented cost element accounting, which is intended to
provide a sound overview of the incurred costs. PaaS/SaaS-
5, for instance, distinguishes between “telecommunication
costs, hosting, tax advice, legal expenses [. . . ], personnel costs

428Cf. EComm-3, para.37; PaaS/SaaS-2, para.38.
429PaaS/SaaS-5, para.42.
430PaaS/SaaS-1, para.40.
431EComm-5, para.26.
432EComm-1, para.37.

[etc.]”433 and lists these monthly. Therefore, the necessary
data basis is provided by the actual costs from the respective
financial accounting systems.434 The startups justify the lack
of need for distinctive cost accounting with the manageable
costs and their company size:

“So, we don’t have a cost center or anything like
that now, but it’s just the rudimentary costs that
are incurred. Later, in another stage of expansion
of the company, this [. . . ] must take on other pro-
fessionalism.”435

“For the moment, it is not necessary to be more de-
tailed, since it would not provide any new insights,
except that it would cost time.”436

“What we do in the field of cost accounting? We
are still too small right now, I can still calculate
everything in my head, I don’t need explicit cost
accounting.”437

“It’s very simple, as I just said. So, you can do cost
accounting in a complex way, but it depends on the
size of the company and what you’re doing.”438

“If the number of products increases, I think we will
have to implement a proper cost accounting. Right
now, that is not necessary.”439

As the only startup from the end of the early and the start
of the expansion stage, PaaS/SaaS-4 has already integrated
cost center accounting into the company, consisting of four
cost centers (operational-, product-, financial service-, and
human resource service cost center). Here, the operational
cost center contains the costs of the current business activ-
ity such as “office expenses [. . . ], personnel [costs], [. . . ] no-
tary costs or legal costs.”440 The financial service and human
resource service cost centers capture the costs incurred for
the two offered services, and each deals with “what it costs
[PaaS/SaaS-4] to deliver this [service].”441 Finally, the prod-
uct cost center includes the costs incurred for product devel-
opment, which “mainly [comprises] personnel and freelancer
costs.”442 PaaS/SaaS-4 justifies this early further subdivision
by means of the very experienced team and the financial ser-
vice offered.443

In the area of partial cost accounting, PaaS/SaaS-5,
PaaS/SaaS-3, and EComm-4 have implemented a break-even
analysis as a further cost accounting instrument. PaaS/SaaS-
5 and PaaS/SaaS-3 justify the choice of a break-even analysis

433PaaS/SaaS-5, para.32.
434Cf. ibid., paras.37f.; EComm-5, para.28; EComm-4, para.4; PaaS/SaaS-

2, para.48.
435PaaS/SaaS-5, para.34.
436Ibid., para.50.
437PaaS/SaaS-3, para.39.
438PaaS/SaaS-2, para.42.
439EComm-5, para.26.
440PaaS/SaaS-4, para.36.
441Ibid..
442Ibid..
443Cf. ibid., para.38.
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Figure 8: Triggers for the introduction of cost accounting∗

∗Own illustration.

with the corporate goal of profitability, to determine the point
at which the revenues are equal to costs. For this purpose,
PaaS/SaaS-3 has not set up an explicit tool for break-even
analysis but derives the break-even point “from the timeline
in income statement [. . . ] at which point the result switches
into the positive.”444 With regard to contribution margin ac-
counting, PaaS/SaaS-5 emphasizes that in a SaaS business
model, no products exist where variable costs are deducted
to find out if a product is even profitable to produce.445

The service provided is developed and further maintained
or improved, but cannot be compared with a manufactur-
ing company, since “a digital company usually has very few
variable costs.”446 Therefore, only PaaS/SaaS-5 considers the
contribution margin, without explicitly focusing on it.

For the next development step, EComm-5 and PaaS/SaaS-
3 have already started to build up cost centers, which will be
used to implement a cost center accounting in the subsequent
expansion stage of the company.447 Moreover, PaaS/SaaS-2
is striving to integrate a project-related cost post-calculation
“to see whether the [planned] costs have actually occurred in
this way.”448

4.2.2. Expansion stage
In the expansion stage, the growth of the startup and

the resulting more extensive and complex corporate struc-
ture lead to a broader cost accounting system. Since costs
in this development stage can no longer be monitored and
made transparent by using a single cost element approach,
EComm-3 and PaaS/SaaS-1 have also implemented distinc-
tive cost center accounting. PaaS/SaaS-1 states at this point
that “growing along [with cost accounting] is a great challenge,

444PaaS/SaaS-3, para.45.
445Cf. PaaS/SaaS-5, para.36.
446PaaS/SaaS-3, para.39.
447Cf. ibid.; EComm-5, para.28.
448PaaS/SaaS-2, para.48.

since going ahead [. . . ] with too many steps [. . . ] overloads
the employees with administrative work.”449 The cost center
structure of the two startups is subdivided in accordance with
a functional company view by operational departments.450

This functional splitting of the cost centers offers the advan-
tage of reviewing the planned cost framework of the respec-
tive departments in financial planning. EComm-3 differen-
tiated this cost structure hierarchically. Therefore, the main
cost center operation is divided into the cost centers logis-
tics and installation, for instance, or another main cost center
growth is assigned to the cost centers sales and marketing.451

This cost center structure is documented in a cost center plan,
ensuring that the vouchers from the financial accounting sys-
tem are booked as accurately as possible to the appropriate
cost center with the incurred cost elements.452 The usual dis-
tinction between direct and overhead costs, so that the latter
can be allocated to the respective cost centers, is not applied
in this context; thus, all incurred costs are allocated to the
corresponding cost centers and the subsequent cost object
accounting is not carried out.

With project cost accounting, EComm-3 has integrated a
second cost dimension besides the functional view.453 Project
cost accounting involves a post-calculation “to see which
projects bring how much margin with them”454 and was initi-
ated on instruction of the capital providers.455 The investors
criticized here that the functional dimension frequently does
not consider the booked project-specific “material orders,
[. . . ] revenues [. . . ] or partner installation [costs]”456 in the
same period, since “the material order [. . . ] must occur sooner

449PaaS/SaaS-1, para.40.
450Cf. ibid., para.32; EComm-3, para.41.
451Cf. EComm-3, para.41.
452Cf. ibid..
453Cf. ibid., para.39.
454Ibid..
455Cf. ibid., para.51.
456Ibid..
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[. . . ] than the partner installers issue their invoice”457, and
thus does not provide the necessary transparency. Conse-
quently, the voucher for a material order is not only booked
to the purchasing cost center, but also to the specific project
for which the order was executed.458 The employees book
their project-specific time expenditure via time recording to
the project, thus enabling a corresponding post-calculation
with all revenues and costs after completion of the project.459

Accordingly, EComm-3 uses this project cost accounting to
implement cost object accounting on a project basis.460

Based on the project cost accounting, EComm-3 has im-
plemented a multi-level contribution margin accounting.
Here, the project cost data recorded in Datev are evaluated
in Excel and calculated down to the contribution margin III
as shown in Table 5. For this purpose, the material costs are
first subtracted from the project revenue to calculate con-
tribution margin I, before the partner installation costs and
finally the sales and marketing costs are deducted to obtain
contribution margin III.461 For the sales and marketing costs,
a lump sum is applied.462 By means of this contribution
margin accounting, EComm-3 examines and analyzes the
individually listed positions regarding deviations from the
average as part of the post-calculation.463

PaaS/SaaS-1 has so far not implemented any partial cost
accounting instruments but emphasizes that instead, much is
calculated with cost metrics, such as “acquisition costs in rela-
tion to sales or in relation to the amortization.”464 These met-
rics provide an understanding of the company’s “risk ranges,
[. . . ] so that, for example, a customer that amortizes its [acqui-
sition costs] only after 24 months carries a very high company
risk.”465

The next development step, according to EComm-3 and
PaaS/SaaS-1, involves a further adjusted growth of cost
accounting to the enterprise.466 Here, EComm-3 aims to
achieve a “more performant database [for cost accounting]
that is easier to share within the company”467 as the next step.

4.2.3. Later stage
Even in the later stage, the fundamental process of full

cost accounting follows that of the expansion stage. How-
ever, the startups in the later stage make a further distinction
in cost accounting according to their respective established
business models.468 Specifically, EComm-1 differentiates
between the basic e-commerce business and the recently
integrated PaaS-specific business model.469 In contrast,

457EComm-3, para.51.
458Cf. ibid., para.39.
459Cf. ibid..
460Cf. EComm-3, para.43.
461Cf. ibid., para.39.
462Cf. ibid., para.43.
463Cf. ibid., para.39.
464PaaS/SaaS-1, para.34.
465Ibid..
466Cf. ibid., para.40; EComm-3, para.55.
467EComm-3, para.55.
468Cf. EComm-1, para.31; EComm-2, para.38.
469Cf. EComm-1, para.13; EComm-1, annual report 2020.

EComm-2 distinguishes between the B2B and B2C-specific
e-commerce business models.470 EComm-2 furthermore
makes a country-specific differentiation in addition to the
business models as part of its international operations and
locations.471 After the previous business model and country-
specific distinction, the later stage startups also carry out a
cost element and cost center accounting. The cost centers
represent the respective company departments to “monitor
which costs are incurred in which departments”472 and, based
on this, to conduct “a comparison of planned and actual
costs.”473 Therefore, the allocation of the incurred cost ele-
ments from the financial accounting system to the functional
cost centers, occurs on a country and business model-specific
basis through an ERP system. EComm-1 emphasizes in this
context that potentially “two business models can converge in
one cost center [. . . ] which however can be separated by means
of the data flow.”474 Therefore, even the startups examined
in the later stage allocate the costs completely to the corre-
sponding cost centers without performing subsequent cost
object accounting. Both EComm-1 and EComm-2 evaluate
this cost accounting method as sufficient.475 EComm-2 fur-
ther emphasizes that “we are not a production company, we
are a pure retailer and in essence the cost accounting system is
to look at where the gross profit comes out in the corresponding
business case.”476 The cost center accounting thus provides a
good overview of the cost distribution in the individual de-
partments, but the “cost and performance control comes rather
via daily business analytic reports [in which] it is checked how
much revenue we have made that day, what is the gross profit
margin [. . . ], how is the business situation.”477 Building on
these business analytics reports with included real-time data,
EComm-2 initiates measures in case of deviations from the
plan, without deeper consideration of cost element and cost
center accounting.478 EComm-1 also underlines that the
focus is rather on the creation of future automated manage-
ment reporting which serves as a basis for planning measures
and making decisions, to which cost accounting is fundamen-
tal.479 Cost accounting therefore represents a “means to an
end”480 for EComm-1.

In the area of partial cost accounting, no results were
found. However, in view of the profitability objectives of the
later stage startups, it can be assumed that both startups have
at least implemented a break-even analysis.

As a further development step in the field of cost account-
ing, EComm-1 envisions the integration of additional cost
centers as the company continues to grow.481 However, the

470Cf. EComm-2, para.4; EComm-2, annual report 2020.
471Cf. EComm-2, para.38.
472Ibid..
473Ibid., para.42.
474EComm-1, para.37.
475Cf. ibid.; EComm-2. para.38.
476EComm-2, para.38.
477EComm-2, para.38.
478Cf. ibid., para.40.
479Cf. EComm-1, para.39.
480Ibid., para.37.
481Cf. ibid..
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Table 5: Contribution margin accounting of EComm-3∗

Contribution margin accounting of EComm-3

Project revenue
− Material costs
= Contribution margin I
− Partner installation costs
= Contribution margin II
− Sales and marketing costs
= Contribution margin III

∗Own illustration.

focus is basically more on reporting, so that both startups
in the later stage are focused on the further expansion and
automation of reporting to enable faster and better analyses
and decision making.482

4.2.4. Summary
In summary, the results show that all startups have imple-

mented cost accounting, even if only in a very rudimentary
manner. The introduction point of cost accounting in startups
is the seed stage, so that the startups can verify the set-up
costs in the financial planning and adjust them if necessary.
However, in contrast to financial planning, no uniform im-
plementation process could be identified for cost accounting
by the startups examined. Nevertheless, phase-specific de-
velopment steps could be identified, which are illustrated in
Figure 9.

Cost accounting is still conducted in a very rudimen-
tary way towards the end of the early and the beginning
of the expansion stage. Here, the startups merely list the
incurred cost elements without making any further alloca-
tions. PaaS/SaaS-5 emphasizes that this overview of the cost
elements is sufficient “and more detail is not necessary [in
these early stages], since it would not provide any great new
insights, except that it costs time.”483 Considering the still
manageable number of employees and departments, this
cost overview provides the necessary transparency without a
further subdivision. As the only startup from the end of the
early and the beginning of the expansion stage, PaaS/SaaS-4
has already established four cost centers for further cost allo-
cation. PaaS/SaaS-4 justifies this early subdivision with the
very experienced team and the financial service it offers.484

Towards the expansion stage, cost centers are established
due to the growth of the company and its increasingly com-
plex corporate structure. The cost centers are subdivided ac-
cording to the functional corporate structure, thus the vouch-
ers with the cost elements from the financial accounting sys-
tem are booked to the corresponding department. The sub-
division according to the functional company view offers the

482Cf. EComm-1, para.39; EComm-2, para.52.
483PaaS/SaaS-5, para.50.
484Cf. PaaS/SaaS-4, para.38.

advantage that the planned, department-specific costs from
the financial planning can be matched with the actual costs
incurred per department. A further distinction by cost object
is not applied because of the digital business model, so that
all occurring costs are booked to the respective cost centers.
EComm-3 has also established a further, investor-driven cost
accounting dimension in which all project-specific incurred
expenses are booked to the specific project in addition to the
functional booking.485 This project cost accounting corre-
sponds to a cost object accounting and is used for the post-
calculation of the planned project budget.

Towards the later stage, further cost centers are inte-
grated according to the functional view of the company and
the level of detail is increased, so that a further differentia-
tion according to the business models and countries occurs.
Even in the later stage, cost object accounting is not applied.
EComm-1 and EComm-2 justify the complete cost allocation
to the corresponding cost centers by means of an ERP system
as sufficient due to the digital business model.486 EComm-
2 further states in this context that “essentially it is looked
at [. . . ] where the gross profit comes out in the correspond-
ing business model”487 and daily automated business analytic
reports are applied for this purpose. Therefore, besides the
introduction of further cost centers in the case of continued
growth, the advancement of automated reporting as a basis
for decision-making will be pursued even after the later stage.

In the area of partial cost accounting, strong differences
among the startups can be observed. Only PaaS/SaaS-5,
PaaS/SaaS-3 and EComm-4 stated that they have integrated
a break-even analysis as a partial cost accounting tool into
their company. However, it should also be mentioned at
this point that EComm-1, EComm-2 and PaaS/SaaS-4 could
not be interviewed about partial cost accounting due to time
constraints. In view of the reason given by PaaS/SaaS-5
and PaaS/SaaS-3 for the introduction of a break-even anal-
ysis, namely to check the company’s profitability target, it
can be assumed that EComm-1 and EComm-2, as later-stage
startups with profitability targets, have also implemented a

485Cf. EComm-3, para.39.
486Cf. EComm-1, para.37; EComm-2, para.38.
487EComm-2, para.38.
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Figure 9: Cost accounting in startups∗

∗Own illustration.

break-even analysis. The only startup examined that con-
sciously uses contribution margin accounting is EComm-3.
The instrument of contribution margin accounting was bro-
ken up by EComm-3 and modified for the company-specific
purpose. PaaS/SaaS-1 supports this approach and empha-
sizes that “you have to break up the theoretical constructs to
make them usable for the corresponding case.”488

5. Discussion

This study was conducted to investigate the implemen-
tation of financial planning and cost accounting instruments
in startups, depending on their development stages. For this
purpose, semi-structured interviews with executives from
startups of different development stages, industries, and
sizes as well as an external expert were conducted to ensure
a heterogeneous database.

In the first part of this thesis, the implementation of finan-
cial planning along the development phases was analyzed.
The results indicate a strong contrast between the startups
examined from the end of the early and the start of the expan-
sion stage regarding the fundamental decision to introduce
financial planning. The findings suggest that the underlying
form of financing influences the decision to adopt financial
planning: bootstrapped startups introduce financial planning
at the outset less frequently than venture capital-backed star-
tups. This result is consistent with Davila and Foster’s finding
that bootstrapped startups often introduce MCSs, such as fi-
nancial planning, later in their development.489 Davila and
Foster explain the earlier adoption point of venture capital-
backed startups with their often negative cash flow and thus
the necessity to evaluate the impact of expenditures as part
of the financial planning and to determine the cash runway

488EComm-3, para.34.
489Cf. Davila & Foster, 2007, pp.918ff..

in order to prevent illiquidity.490 In line with Davila and Fos-
ter’s explanations, the results of this thesis indicate that boot-
strapped startups tend to focus their attention on the oper-
ational expansion of the company. In the earlier stages of
development, therefore, the business evaluation of the tax
advisor and the certainty of a positive cash flow prove to be
sufficient in the area of financial management.

Second, the results reveal a consistent approach among
the startups to the fundamental implementation of finan-
cial planning irrespective of their development stage or
associated industry. Here, the startups initially carry out
assumptions and objectives planning, upon which the rev-
enues, costs, investments, and the necessary financing to
achieve these objectives are planned. Using this as a plan-
ning basis, the three main planning components, consisting
of the balance sheet, income statement and cash flow, are
planned by all startups, as illustrated in Figure 7 in section
4.1.4. This uniform approach to financial planning along
the development stages, without considering the level of
detail and implementation of the individual planning instru-
ments, is in line with expectations and is also consistent with
Gansel’s information flow model of financial planning for
newly founded companies from section 2.3.2.1.491 An ex-
planation for this result lies in the creation of the necessary
planning transparency for internal and external stakehold-
ers. With the aid of this planning scheme, the startups can
disclose the figures and composition of the individual items
of the balance sheet, income statement, and cash flow in
detail and thus make them more comprehensible and justifi-
able for the stakeholders. Furthermore, this approach offers
the basis for a dynamic financial planning perspective, as al-
ready carried out by the startups during their initial planning
implementation. Consequently, the effects of changes in the
basic planning, such as in costs, on the other basic planning
elements as well as on the balance sheet, income statement

490Cf. ibid., p.921.
491Cf. Gansel, 2005, p.7.
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and cash flow can be identified on a formula basis. A dy-
namic design according to this approach thus serves on the
one hand as an instrument for evaluating potential decisions
with regard to effects on the company’s financial structure,
and on the other hand as an instrument for performing vari-
ous scenario analyses.

Regarding the timeliness of planning, the results similarly
show that startups conduct both short-term and long-term
financial planning regardless of their development stage.
Long-term planning serves the company’s strategic orienta-
tion and is particularly interesting for the investors to assess
the value increase of the startup in view of a future exit.
Due to the high degree of uncertainty in long-term planning,
resulting from the continuously changing market and com-
petitive conditions, and the high growth rates, the focus of
the startups lies on short-term planning along all develop-
ment stages. This result is consistent with the findings of
Granlund and Taipaleenmäki, namely that “especially due to
high environmental uncertainty, the time scope of planning
in [new economy firms] is typically so short that long-term
strategic financial planning deserves limited attention.”492

Besides the fundamentally uniform financial planning ap-
proach, the results show development stage and industry-
related commonalities and differences in implementing the
individual planning instruments in the third step.

In the assumptions and objectives planning, which form
the basis of planning, the results indicate an initially uni-
form approach of the startups. This planning step occurs in
all startups with a top-down approach by the management
and the investors. Operative initiatives are only included in
the planning of short-term objectives in the later stage. An
explanation for the linkage of the top-down and bottom-up
approach in the later stage lies in the very large and com-
plex corporate structure of the startups from this develop-
ment stage with several business models and international
locations. Consequently, the planning top line usually has
detailed information about the market and competitive de-
velopments, but also information deficits about operational
potentials and restrictions. Therefore, this information en-
ters the planning process in a bottom-up approach alongside
the market and competition analysis, to increase planning
accuracy and thus achieve a more realistic future picture of
the company. This dual approach is not yet necessary for
the interviewed startups from the early and expansion stage,
since the management can still oversee the operational busi-
ness despite the growing corporate structure. Nevertheless,
this dual perspective is also relevant for startups, especially
from the expansion stage, with an already very large corpo-
rate structure and several business models or international
locations, to consider the operational potentials and restric-
tions still adequately in the planning. In this respect, the need
for MCSs to ensure an adequate information flow along the
company hierarchies becomes apparent once again.

As regards revenue planning, the results reveal differ-
ences in implementation according to different development

492Granlund & Taipaleenmäki, 2005, p.35.

phases, revenue volume and industry. The startups from
the end of the early and the start of the expansion stage
frequently plan their revenues based on an investor-driven
bottom-up approach. Here, the startups project their rev-
enues based on marketing indicators such as the conversion
rate or the customer lifetime value, ratios such as the mar-
keting effort to revenue ratio, or the existing and planned
contracts with customers for business models with very few
customers. This procedure is in line with the expectations,
as there are few historical values at the end of the early and
the start of the expansion stage which can be used to de-
rive revenues from existing and planned market shares in a
top-down approach. In the expansion and later stage, the re-
sults indicate a top-down revenue planning, where the rev-
enues are planned from the targeted market share or deter-
mined by a fixed revenue volume. The startups examined
justified this approach with their high revenue volume and
existing historical values. Accordingly, it can be concluded
that startups in the expansion stage with low revenue vol-
umes and few historical values also regularly use a bottom-up
approach for revenue planning. Based on this top-down rev-
enue planning, the necessary number of orders or customers
is determined by key figures such as the average order vol-
ume in e-commerce or the average customer lifetime value
in the PaaS/SaaS-specific area. The results from the expan-
sion stage also show that startups with a business model with
few customers (as is often the case in the PaaS/SaaS-specific
B2B area) also use a bottom-up approach in addition to the
top-down approach for short-term revenue planning. This
enables detailed planning of the revenues from existing cus-
tomers through contracts and the execution of business cases
for the revenues of planned customers. This procedure is also
in line with expectations since the few but more valuable cus-
tomers allow more accurate revenue forecasts in a bottom-up
than in a top-down approach, and therefore the short-term
future can be better depicted in this way.

Furthermore, the findings from the revenue planning
indicate industry-specific differences in planning. Here,
PaaS/SaaS startups from the B2B area mainly operate with
recurring revenues and use customer-based figures for plan-
ning, such as the average customer lifetime value or ex-
isting and planned contracts with customers. Conversely,
e-commerce startups mainly operate with non-recurring rev-
enue models and use order-based figures such as the average
order volume or the average order value per good to plan
the necessary sales.

In terms of cost planning, the results show that the star-
tups from the end of the early and the start of the expansion
stage plan their costs independently of departments in terms
of a manageable cost block. This manageable planning is
attributable on the one hand to the cost structure in digital
business models with many fixed and few variable costs and
on the other hand to the still small size of the company in this
stage. A further reason is the fact that company departments,
which are closely linked to the company size, are not yet ex-
plicitly integrated and defined, thus not requiring detailed
planning of departmental budgets. In the expansion stage,
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the cost planning is much more detailed and department-
dependent because of the further increase in the company
size and the more complex company structure. Here, the
first planning automation is partially integrated based on the
sales planning, for example through cost drivers, which allow
the planning of department-specific costs. This planning au-
tomation is justified by the rapid growth and the associated
higher planning effort, ensuring that planning remains man-
ageable even in the subsequent expansion of the company.
Accordingly, the results reveal that cost planning in the later
stage is fully automated via, for instance, the further expan-
sion of department-specific cost drivers or via queries from
the ERP system.

In the final two components of basic planning, investment
and financing planning, the planning is primarily based on
the assumptions and objectives planning of the management
and investors in all startups. Differences between the devel-
opment stages result from the type and the volume of invest-
ments and financings.

The results suggest that the investment volume increases
along the development stages due to the large and sustained
growth of the startups, resulting in necessary investments
in larger office space or new locations. At the end of the
early and the start of the expansion stage, this investment
volume is still limited due to the quantitively smaller financ-
ing rounds, thus investments are primarily made in the fur-
ther development of the offered product or service. In the
expansion stage, investments are made in the scaling of the
business model, thus higher investment volumes are already
made in the development of new product variants, new office
space, and, if possible, entry into new markets. In the later
stage, the investment volume is significantly higher again, so
that the management plans investments in new, possibly in-
ternational, locations, warehouses, or the development and
establishment of new business models.

The financing plan depends on all previously considered
plans, thus the necessary resources for executing these plans
are projected here. The results show, in accordance with the
theoretical foundations, that financing planning in the early
and expansion stage occurs through bootstrapping or venture
capital with a typical cycle of 12 to 18 months. In the later
stage after the IPO, the financing planning is carried out via
the issuance of shares to investors or often also via the com-
pany’s positive cash flow.

Building on the instruments of the basic planning, the re-
sults reveal that all startups use the dynamic design of the
planning to formally project the balance sheet, income state-
ment, and cash flow. The focus of the startups lies, in accor-
dance with Davila and Foster, in particular on the cash flow
planning to determine the cash runway and thus the latest
point in time for a follow-up financing round to avoid illiq-
uidity.493

Finally, the results indicate phase-specific development
steps in the implementation of financial planning. Towards

493Cf. Davila & Foster, 2007, p.919.

the end of the early and the start of the expansion stage,
particular attention is paid to dynamic implementation with
an accurate depiction of the operating business. As part of
the dynamic design, the interdependencies and interrelation-
ships of the individual planning instruments are presented in
a formula-based manner to enable the rapid mapping of the
consequences of individual measures and decision-making.
Ensuring a realistic presentation of the operating business
primarily relates to short-term financial planning, whereby
the accruing revenues and costs for the upcoming months
are projected as closely as possible to the period to enable
the correct presentation of the cash flow. Towards the expan-
sion stage, planning becomes much more detailed and com-
prehensive. Here, the findings show that planning is carried
out across the company on a departmental basis. In order to
manage this planning effort and ensure future manageability,
the first planning automation is included. Towards the later
stage, the level of detail is again significantly increased due
to multiple business models and international locations, so
that planning can only be managed through further automa-
tion. Another focus is on planning consistency, to make the
planning more comparable and transparent for stakeholders.
The results suggest that the expansion of planning consis-
tency continues even after the later stage. The identified de-
velopment steps between the development stages correspond
to the expectations. Given the increasing planning complex-
ity, as the company grows, there is still a need to automate
planning in order to maintain the planning’s accuracy and
transparency, so that the identified development steps corre-
spond to this expectation.

In the second part of this thesis, the implementation of
cost accounting along the development stages was analyzed.
The first finding here is that all startups have integrated cost
accounting, but the implementation remains rudimentary in
the earlier development stages. In this regard, the startups
pursue the objective of enhancing the transparency of the
costs to enable, for instance, target-actual comparisons with
the planned costs without delving into the details. This im-
plementation is consistent with the finding of Granlund and
Taipaleenmäki that cost accounting generally receives less
attention in new economy firms than financial planning.494

This is primarily caused by the digital business model of
the startups: especially in the PaaS/SaaS segment, the in-
curred costs, consisting primarily of personnel, are difficult
to allocate to a single service for a customer. Conversely,
the required time for such cost accounting makes the effort-
benefit ratio disproportionate, and the startups therefore re-
frain from implementing cost accounting down to a single
cost object. In the e-commerce segment, the startups gener-
ally act as retailers, thus the goods sold are not manufactured
in-house but rather purchased ready-made and subsequently
resold with a margin adjusted to the respective market. Con-
sequently, the model of classic cost accounting as used in
medium-sized production companies does not apply either
in this case.

494Cf. Granlund & Taipaleenmäki, 2005, p.34.
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Second, in contrast to financial planning, the startups
do not pursue a uniform approach to cost accounting along
the development stages, but rather different procedures de-
pending on the company size. Here, the startups from the
end of the early and start of the expansion stage summa-
rize the incurred cost elements without splitting them fur-
ther. This rudimentary cost accounting procedure can be ex-
plained by the cost planning approach at the end of the early
and the start of the expansion stage, where only the indi-
vidual cost elements are planned independently of the de-
partments. Thus, this cost overview supplies the necessary
transparency to carry out target-actual comparisons with the
planned costs. Towards the expansion stage, the level of de-
tail of cost accounting increases significantly, resulting in the
establishment of cost centers in line with the functional com-
pany view, where the incurred cost elements are fully booked
according to their origin. This procedure can be explained by
the company’s size: a simple overview of cost elements be-
comes insufficient for transparent cost accounting as the vol-
ume of costs increases with the size of the company and the
complexity of its structure. Consequently, as in cost planning,
the costs incurred are booked to the corresponding depart-
ments to enable target-actual comparisons with the planned
costs and, if necessary, to adjust the plan. In the same way,
cost accounting is also carried out in the later stage, with a
further increase in the level of detail, by differentiating be-
tween business models and the country-specific perspective.
However, the results show that the cost and performance con-
trol of the startups from the later stage is more frequently
carried out via automated business analytic reports, where
cost accounting forms the basis, but is seen by the startups
themselves as a means to an end. The level of detail of cost
accounting and the automated reporting for cost and perfor-
mance control continues to be driven forward even after the
later stage.

Furthermore, the results show that cost object account-
ing is occasionally established in startups in the context of
post-calculations of project budgets. Here, project-specific
expenses are booked to the project in addition to the cost cen-
ter. Moreover, the employees working on a specific project
book their time to the project to ultimately check compliance
with the budget after certain milestones or completion of the
project. Consequently, cost object accounting is not entirely
unimportant for startups, but generally plays a rather subor-
dinate role.

Finally, the results in partial cost accounting suggest that
especially startups with the objective of profitability integrate
a break-even analysis. This result is in line with the expec-
tation, as the break-even analysis serves to investigate prof-
itability and therefore represents a suitable instrument for
these startups. Regarding contribution margin accounting,
the results indicate that startups tend to integrate this partial
cost accounting instrument less frequently. Here, the contri-
bution margin accounting is split according to the company-
specific purpose for appropriate comparisons of specific prod-
uct or project costs from the average costs. Due to time re-
strictions during the interviews, less attention was paid to the

partial cost accounting, thus the completeness of the findings
cannot be guaranteed.

Overall, it can be concluded regarding a comparison of
the implementation of financial planning and cost account-
ing that the implementation of financial planning in startups
along all development stages is significantly more mature and
detailed than cost accounting and generally perceived as a
more important instrument by startups. This finding is con-
sistent with Davila and Foster’s quantitative result that finan-
cial planning is the earliest and most frequently adopted MCS
category by startups and thus holds the greatest importance
for startups.495

Finally, the results suggest that the necessity of human
resource MCSs for establishing formal communication along
the company hierarchies arises in the expansion stage when
exceeding a certain company size. These MCSs are especially
important for financial planning, ensuring that all employees
are informed about objectives and budget restrictions and op-
erate accordingly. This result is consistent with Davila’s find-
ings that human resource MCSs are crucial for regulating the
growth of startups.496

When interpreting the results of this thesis, further limita-
tions should be kept in mind besides the previously described
restrictions of partial cost accounting. During the data anal-
ysis, the reliability of the data was not tested, meaning that
the data were not coded again by an independent second
party and checked for agreement. Thus, the reliability of the
data can only be assumed. Since only one interview was con-
ducted with each startup, only a few factors influencing the
implementation of financial planning and cost accounting in-
struments could be examined. When interpreting the results,
it should be noted that, besides the structural organizational
factors examined, there are additional influences from the
organizational environment, such as market and competitive
considerations, which were not in the focus of this thesis.
Furthermore, it is important to note that a limited number
of interviews were conducted. Especially within the expan-
sion and later stages, only two startups were interviewed in
each case, and therefore the results should not be general-
ized in a statistical sense. Instead, the results of this study
should be understood as the first of their kind with regard to
the qualitative analysis of the implementation of MCSs, us-
ing the example of financial planning and cost accounting,
depending on the development stages of the startups.

6. Conclusion

The aim of this master’s thesis was to answer the research
question of how financial planning and cost accounting in-
struments are implemented in startups, depending on their
development stages. For the investigation of this question,
eleven semi-structured interviews were conducted with ex-
ecutives from startups in different development stages and
industries, as well as with an external expert.

495Cf. Davila & Foster, 2007, p.934.
496Cf. Davila, 2005, p.227.
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The analysis of the interviews revealed that startups fol-
low a uniform approach when implementing financial plan-
ning along the development stages. This planning process in-
volves, in the first step, the planning of short and long-term
assumptions and objectives of the management and the in-
vestors. Subsequently, the revenues, costs, investments, and
necessary financings are planned based on these assumptions
and objectives. Building on this planning basis, a dynamic
planning process across all development stages is used to set
up the three main planning components, consisting of bal-
ance sheet, income statement and cash flow, in a formula-
based manner. Apart from this uniform approach, the results
show that these individual financial planning instruments dif-
fer in their implementation and level of detail between the
development phases. Here, the identified differences in the
implementation are associated with the company size, the
business model expansion, and the respective industry of the
startups. Finally, fundamental priorities and development
steps in the implementation of financial planning between
the development stages could be identified. The findings
demonstrate that towards the end of the early and the begin-
ning of the expansion stage, the startups examined paid par-
ticular attention to a dynamic design of the planning and the
appropriate representation of the operating business, with-
out making the planning too detailed. In the expansion stage,
planning becomes much more integrated and automated as
the company’s size increases sharply and the company struc-
ture becomes more complex. Finally, in the later stage, as the
startups continue to grow and integrate new business mod-
els, the findings indicate that the level of detail and automa-
tion of planning further increases. Moreover, the results sug-
gest that the later stage startups examined prioritize increas-
ing planning consistency to make plans more comparable.

As regards the implementation of cost accounting, the re-
sults show that the startups examined from the end of the
early and the start of the expansion stage only differentiate
between the incurred cost elements at the beginning due to
the still low cost volume. This pure cost element calcula-
tion proves to be sufficient initially, as it provides the nec-
essary cost transparency. With growing company size and
cost volumes, the level of detail increases in order to ensure
cost transparency. Accordingly, the findings show that the in-
curred cost elements in the expansion and later stage are fully
allocated to functional cost centers without further dividing
the costs into individual cost objects. The findings further
indicate that later-stage startups increasingly use automated
business analysis reports for cost and performance control,
besides cost element and cost center accounting.

Overall, the results of this thesis contribute to the expan-
sion of the existing literature on MCSs in startups. According
to the author’s knowledge, this study represents the first in-
vestigation of the cross-development-stage implementation
of an MCS and a subset of an MCS in startups. Accordingly,
this study makes an important contribution to the study of
MCSs in startups by examining, for the first time, the link
between the already studied influence variables on the adop-
tion and impact of MCSs in startups with the implementation

of MCSs.
However, when interpreting these results, the limited

number of startups interviewed must be considered; there-
fore, the results cannot be generalized in a statistical sense.
Nevertheless, this limitation also offers potential for future
research.

This study offers a first overview of the implementation of
financial planning and cost accounting instruments along the
startup development stages. It was demonstrated that star-
tups focus their attention on financial planning and consider
cost accounting mainly as a support instrument for control-
ling costs in financial planning. Considering the limited num-
ber of interviews, especially in the expansion and later stage,
future qualitative studies should further examine the imple-
mentation of financial planning with respect to the specific
development stages. Moreover, this study has highlighted the
need for human resource control systems for formal commu-
nication across multiple hierarchical levels. Especially when
the company exceeds a certain size, it was found, in line with
previous research, that employees in operational hierarchy
levels often do not receive information about financial plan-
ning. This can result in actions being taken that lead to plan-
ning deviations, which could be avoided by improved corpo-
rate communication. Future research could investigate the
qualitative implementation of human resource control sys-
tems along the development stages and elaborate a cross-
phase overview of the implementation and necessary devel-
opment steps. Such an overview would provide a guide for
startups in the further development of human resource con-
trol systems, and also the opportunity to compare the quali-
tative implementation of different MCSs between the devel-
opment stages. Finally, this study offers the link between
the previously studied influence variables for integration and
the impact of MCSs in startups. Considering the identified
phase-specific qualitative differences in the implementation
of MCSs, future research could investigate the impact of dif-
ferences in the implementation of MCSs on the development
of startups, for example, in terms of their growth or value
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