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ABSTRACT 

	Aims: This study aims to examine the influence of digitalization, managerial ownership, and family ownership on the financial constraints of non-financial companies in Indonesia, while contributing to the literature on digital transformation and corporate governance in emerging markets.
Study design: This study adopts a quantitative research design using panel data regression analysis.
Place and Duration of Study: This study uses secondary data from non-financial companies listed on the Indonesia Stock Exchange (IDX) during the period 2020–2024.
Methodology: A total of 41 companies were selected as research samples using purposive sampling, resulting in 205 firm-year observations. The analysis was conducted using panel data regression with the Fixed Effects Model (FEM), selected based on model suitability tests. Digitalization, managerial ownership, and family ownership are used as independent variables, while financial constraints are used as the dependent variable.
Results: The results show that digitalization has a positive and significant effect on financial constraints. Managerial ownership also has a positive and significant effect on financial constraints, while family ownership has a positive effect on financial constraints. The independent variables explain approximately 97.15% of the variation in financial constraints.
Conclusion: The findings indicate that digitalization, managerial ownership, and family ownership tend to increase financial constraints. This study provides important managerial implications, suggesting that firms need to carefully manage digital investment decisions alongside sound cash flow and financing strategies. Furthermore, higher managerial and family ownership should be balanced with improved transparency and disclosure quality to reduce concerns from creditors and investors.




Keywords: Digitalization, Managerial Ownership, Family Ownership, Financial Constraints 



1. INTRODUCTION 
The non-financial sector in Indonesia plays a crucial role in supporting national economic growth, as it encompasses various productive industries such as manufacturing, trade, construction, agriculture, and other service sectors. According to data from the Central Statistics Agency (BPS), by 2024, the non-financial sector contributes more than 75% of Indonesia’s Gross Domestic Product (GDP), highlighting its dominant role in the economy. The growth of this sector has been driven by increasing domestic and foreign investment, expansion of business activities, and the acceleration of digitalization. For instance, the manufacturing sector grew by 4.43%, supported by both domestic and export demand, particularly in base metals, electronics, and food and beverage industries. The trade sector increased by approximately 4.86%, driven by rising production activities and household consumption, which grew by 4.94%. Meanwhile, the transportation and warehousing sector recorded a significant growth of 8.69%, and the accommodation and food service sector grew by 8.56%, supported by increased public mobility, national events, and a 19.05% rise in foreign tourist arrivals (BPS, 2024; Ministry of Finance of the Republic of Indonesia, 2024).
Despite this strong growth, companies in the non-financial sector often face difficulties in obtaining external financing to support their investment and operational activities. This condition is commonly referred to as financial constraints, defined as situations in which firms experience difficulties in accessing external funds at reasonable costs due to information asymmetry between firms and investors or creditors (Farooq & Noor, 2023). Financial constraints can limit firms’ investment capacity and hinder long-term growth, making it essential to identify the factors influencing these constraints (Wang et al., 2022).
Empirical evidence suggests that financial constraints remain a significant issue in Indonesia. Previous studies indicate that financially constrained firms tend to hold higher levels of cash as a precautionary measure due to limited access to external financing (Permananingrum, 2024). Several factors contribute to this condition, including limited access to credit, high cost of capital, weak transparency and corporate governance practices, and inefficiencies in financial markets. In addition, firm-specific characteristics such as younger age, smaller size, and lower profitability further exacerbate the difficulty in obtaining external funding (Pham et al., 2024).
Recent studies have highlighted the importance of digitalization and ownership structure as key determinants of financial constraints. Digitalization can enhance operational efficiency and competitiveness; however, it often requires substantial investment, which may increase short-term financial pressure (Yu, 2025; Gu et al., 2021). During the digital transformation process, firms frequently experience cash flow pressures due to increased capital expenditures that are not immediately matched by corresponding cash inflows, thereby increasing reliance on internal financing (Chen et al., 2024).
In addition to digitalization, ownership structure particularly managerial ownership and family ownership also plays an important role in shaping firms’ financing conditions. Prior studies show that higher managerial ownership is associated with increased financial constraints, as managers tend to avoid issuing new equity, thereby limiting external financing options (Benteng & Moin, 2021). Similarly, family ownership has been found to positively influence financial constraints, as family-controlled firms often prioritize control preservation over external financing, leading to more conservative funding decisions (Farooq et al., 2022; Chu et al., 2024).
Although prior research has examined the effects of digitalization and ownership structure separately, limited studies have integrated these factors in explaining financial constraints, particularly in the context of emerging markets such as Indonesia. Moreover, the post-pandemic period (2020–2024), characterized by accelerated digital transformation, provides a unique context to re-examine these relationships. Therefore, this study aims to analyze the influence of digitalization, managerial ownership, and family ownership on financial constraints in non-financial companies in Indonesia, thereby contributing to the literature on corporate finance, digital transformation, and corporate governance.

1.1 Financial Constraint
Financial constraints are conditions when companies have difficulties in obtaining external funding to finance investment activities and company operations. This condition usually occurs due to the asymmetry of information between the company and external parties, such as investors and creditors, which causes external parties to assess the company as having a higher level of risk thereby increasing the cost of capital or limiting the company's access to sources of financing (Myers & Majluf, 1981; Kaplan & Zingales, 1997). Empirical research shows that companies that experience financial constraints have a higher dependence on internal cash flow in financing investment activities. This causes investment sensitivity to cash flow to be higher due to limited access to external financing (Sari & Leon, 2020). In addition, limited funding can cause companies to be unable to take advantage of profitable investment opportunities, thereby reducing investment efficiency and company performance (Amalia & Fuad, 2023).
Recent research also shows that financial constraints are still an important issue in modern corporate finance. Bani Ismail and Ismaeel (2025) found that limited internal cash flow and high external funding costs can increase the likelihood of companies experiencing financial constraints. In addition, Hofmann et al. (2022) show that companies facing financial difficulties tend to lower the level of fixed investment and research and development (R&D) activities, which can ultimately affect the company's growth in the long run. Thus, financial constraints are an important factor that influences investment decisions and a company's funding strategy. Limited access to external financing can hinder companies from expanding and taking advantage of lucrative investment opportunities (Lamont et al., 2001; Osano & Languitone, 2015).

1.2 Digitalization
Digitalization is the process of integrating digital technology into various business activities of companies with the aim of improving operational efficiency, productivity, and the quality of managerial decision-making (Mahmood et al., 2019). Digital transformation includes the use of technologies such as big data, artificial intelligence, cloud computing, and the Internet of Things (IoT) that can change business models as well as the way companies create value for customers (Verhoef et al., 2021).
In empirical research, a company's level of digitalization is often measured through the proportion of intangible assets related to digital technology, such as software, digital platforms, and corporate information systems (Zhou, 2024). The greater the proportion of digital assets, the higher the level of digitalization of the company. Although digitalization can improve operational efficiency and competitiveness of companies, the implementation process often requires a large initial investment and contains a high level of uncertainty. Therefore, in the short term, digitalization can increase the financial pressure of companies due to the large funding needs for technology investments (Yu et al., 2025)

1.3 The Effect of Digitalization on Financial Constraints
Digitalization is the process of integrating digital technology in various business activities that aims to improve operational efficiency, decision-making quality, and company competitiveness. Digital transformation allows companies to increase productivity and efficiency through the use of technologies such as artificial intelligence, big data, and the Internet of Things (IoT). However, in practice, the implementation of digitalization often requires large initial investments, which can put pressure on the company's financial condition, especially in the early stages of digital transformation. Tajuddin (2025) found that digitalization can increase companies' financial constraints because companies must allocate considerable funds for the procurement of technological infrastructure, development of digital systems, and training of human resources. This condition can limit the company's financial flexibility in the short term.
Another study by Yu (2025) shows that digital transformation can increase financial constraints, especially in the early phases of implementation because the high need for technology investment leads to increased cash flow pressures for companies. In addition, Qiu (2025) also found that digital transformation in non-technology companies can increase financial constraints due to the high cost of implementation and difficulties in the technology adaptation process. Hu (2024) also shows that digital transformation can exacerbate funding maturity mismatch, which ultimately increases the company's liquidity pressure and increases the level of financial constraints. Therefore, although digitalization has the potential to improve company efficiency and performance in the long term, in the early stages of digitalization implementation, it can actually increase the company's funding limitations.
H1. Digitalization has a positive effect on financial constraints.

1.4 Ownership Structure
Ownership structure is one of the important aspects of corporate governance that can affect financial policies, management supervision mechanisms, and the company's ability to obtain external funding. In this study, the ownership structure consists of managerial ownership and family ownership, each of which has different characteristics and implications for the company's financial condition.
Managerial ownership is the proportion of company shares owned by the management who are directly involved in the company's decision-making. Based on agency theory, managerial ownership can align interests between managers and shareholders because managers have incentives to improve the company's performance (Jensen & Meckling, 1976). However, at a certain level of ownership, the dominance of managers in the ownership structure can cause managerial entrenchment problems that increase information asymmetry and agency risk, thereby potentially increasing the company's financial constraints (Farooq et al., 2022; Zheng & Shen, 2024).
Family ownership refers to a condition when a majority of a company's shares are owned and controlled by family members who are also involved in the management of the company. While family ownership can reduce agency conflicts between owners and managers, family businesses often tend to rely on internal funding and are more cautious about using external funding. This condition can limit companies' access to external sources of financing and increase the level of financial constraints (Muñoz-Bullón et al., 2024; Farooq et al., 2022).

1.5 The Effect of Ownership Structure on Financial Constraints
The ownership structure of a company can affect the level of financial constraints through its role in determining the quality of corporate governance as well as the level of transparency of information available to investors and creditors. Differences in the composition of the company's shareholding can affect how the company's financial policies are taken as well as how the company gains access to external funding sources. An effective ownership structure can improve the supervisory mechanism for management so as to reduce information asymmetry between companies and investors.
Managerial ownership, namely the ownership of shares by the company's management, can affect the company's financial condition through a managerial decision-making mechanism. Zheng and Shen (2024) show that managerial ownership can increase financial constraints through increased debt costs caused by declining transparency of company information. The results of Lugo's (2019) research also found that high insider ownership increases bank loan interest rates because creditors value agency risk higher. In addition, Shan et al. (2023) found that a certain level of managerial ownership can worsen a company's financial condition and increase the likelihood of financial distress which ultimately strengthens the company's financial constraints.
In addition to managerial ownership, family ownership can also affect the level of financial constraints faced by the company. Family-controlled companies tend to have more conservative management characteristics in funding decision-making. Muñoz-Bullón et al. (2024) show that family companies tend to avoid using high leverage and rely more on internal funding, which can increase the likelihood of financial constraints. Research by Farooq et al. (2022) also found that family involvement in company ownership has a positive relationship with financial constraints because family companies tend to limit access to external investors. In addition, Chu et al. (2016) show that family-controlled companies tend to face higher financial constraints due to dependence on internal financing sources.
H2. Managerial ownership has a positive effect on financial constraints
H3. Family Ownership has a Positive Effect on Financial Constraints
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Figure 1 Conceptual Framework


2. material and methods 
This study employs a quantitative research approach to examine the relationship between digitalization, ownership structure, and financial constraints. The quantitative approach is appropriate as it enables the empirical testing of hypotheses using numerical data. The data used in this study are secondary data obtained from the financial statements and annual reports of companies listed on the Indonesia Stock Exchange (IDX) for the period 2020–2024.

2.1 Sample Selection
The population of this study consists of all non-financial companies listed on the Indonesia Stock Exchange (IDX). The sample was selected using purposive sampling based on specific criteria to ensure data availability and consistency. The sampling criteria are presented in Table 1.

Table 1 Sampling Criteria
	Yes
	Remarks
	Quantity

	1
	Non-financial companies listed on the Indonesia Stock Exchange for the period 2020-2024
	640

	2
	Non-financial companies that use foreign currency
	(20)

	3
	Companies that don't provide complete data
	(579)

	4
	Number of non-financial companies used as research samples
	41

	5
	The amount of data observed is 41 companies x 5 years (2020-2024)
	205



Based on these criteria, a total of 41 companies were selected, resulting in 205 firm-year observations.

2.2 Model Specification
To test the research hypotheses, this study employs panel data regression analysis. Panel data analysis is chosen because it allows for controlling both cross-sectional and time-series variations, thereby improving estimation accuracy. The regression model is specified as follows: FCit = α0 + β2DF it + β3MOit + β4FOit + εit
Where:
FC	: Financial Constraint
𝛼	: Konstanta
B1 – B13	: Regression coefficient
DF	: Digitization
MO	: Managerial Ownership
FO	: Family Ownership
i	: Company
t	: year
E	     : error

The Fixed Effects Model (FEM) is selected as the most appropriate model based on model selection tests, as it accounts for unobserved heterogeneity across firms.

2.3 Variable Measurement
The operational definitions and measurements of the variables used in this study are presented in Table 2.
Table 2 Identification and Measurement of Variables
	Variabel
	Simbol
	Measurement
	References

	Financial Constraints
	FC
	KZ Index = −1.001909 Cashflow/Asset + 3.139193 LTD/Asset − 39.3678 DIV/Asset − 1.314759 Cash/Asset + 0.2826359 Tobin’s Q
	Li et al. (2023)

	Digitization
	DF
	Total intangible assets related to technology / Total assets
	Zou et al. (2024)

	Managerial Ownership
	MO
	Number of shares owned by the manager / Total outstanding shares
	Farooq et al. (2022)

	Family Ownership
	FO
	Number of shares owned by the family / Total shares outstanding
	Farooq et al. (2022)



Digitalization in this study is proxied by the proportion of intangible assets, as it reflects firms’ investment in digital technologies such as software, platforms, and information systems. However, it is acknowledged that this proxy may not fully capture the overall level of digital transformation.


2 RESULTS AND DISCUSSION

2.1 Results

This study uses panel data regression analysis to examine the influence of digitalization, as well as ownership structure on the financial constraints of non-financial companies in Indonesia. Data processing is carried out using EViews software. Before conducting the regression analysis, a panel data regression model was selected to determine the most suitable model between the Common Effect Model (CEM), Fixed Effect Model (FEM), and Random Effect Model (REM). The selection of regression models was carried out through the Chow test and the Hausman test, where the model chosen in this study was the Fixed Effect Model (FEM) with the following information:

Table 3 Test Selection Model
	Model
	Chi-Square
	Prob.
	Verdict
	Remarks

	Chow
Hausman
	377.583580
9.141718
	0,0000
0.0275
	H0 rejected
H0 rejected
	Fixed Effect Model (FEM)
Fixed Effect Model (FEM)


Source:  E-views panel data regression output 13 (2025)

The goodness of fit test was carried out to determine the ability of independent variables to explain dependent variables in the research model. The test results showed that  the Adjusted R² value was 0.971502, which means that the independent variables in this study, namely digitalization and ownership structure, were able to explain the variation in financial constraints by 97.15%, while the remaining 2.85% was explained by other variables outside the research model.
Table 4 Goodness of Fit
	
	R2
	Adjusted R2

	Coefficient of Determination (R2)
	0.977509
	0.971502


Source:  E-views panel data regression output 13 (2025)

The F test is used to find out whether independent variables simultaneously affect dependent variables. The test results show that  the F-statistical probability value is 0.0000 < 0.05, so it can be concluded that the independent variables in this study together have a significant effect on financial constraints. Thus, the regression model used in this study is declared feasible for use in the research analysis.

Table 5 F-Statistic Test
	
	F-statistic
	Prob.
	Verdict

	F-Statistic
	162.7276
	0,0000
	H0 rejected


Source:  E-views panel data regression output 13 (2025)

Descriptive statistics are used to provide an overview of the characteristics of the research data. Based on the results of descriptive statistical analysis, the average value of financial constraints showed considerable variation between companies during the study period. This shows that the level of funding limitations of non-financial companies in Indonesia varies quite widely. In addition, independent variables such as digitalization and ownership structures show different variations between companies, reflecting differences in corporate policies in managing resources, corporate governance, and business strategies during the study period.

Table 6 Descriptive Statistics
	Variabel
	N
	Mean
	Maximum
	Minimum
	Std.Deviation

	FC
	205
	-0.986349
	1.616800
	-10.14340
	2.169150

	DF
	205
	0.022240
	0.382544
	1.00E-05
	0.058319

	MO
	205
	0.056938
	0.550000
	6.00E-06
	0.110897

	FO
	205
	0.326254
	0.924984
	2.00E-05
	0.305139


Source:  E-views panel data regression output 13 (2025)

Based on the results of the hypothesis test, it shows that the three variables have a significant positive influence on financial constraints with a p-value of < 0.05 and a positive coefficient, namely the Independent Variable: Digitalization which shows that the higher the level of digitalization of the company, the higher the level of financial constraints that the company is facing. Managerial ownership which shows that the greater the share ownership by management, the greater the level of financial constraints faced by the  company. As well as family ownership which shows that the larger the share ownership by the family, the greater the level of financial constraints faced by the company.

Table 7 Output Data Regression Panel
	
	Hipotesis
	Coeficin
	P-value
	Conclusion

	H1
	Digitalization has a positive effect on financial constraints
	10.22994
	0.0019
	Hypotheses supported

	H2
	Managerial ownership has a positive effect on financial constraints
	3.382703
	0.0015
	Hypotheses supported

	H3
	Family ownership affects financial constraints
	2.741225
	0.0114
	Hypotheses supported


Source:  E-views panel data regression output 13 (2025)


2.2 Discussion

2.2.1 The Influence of Digitalization on Financial Constraints

The results of the study show that digitalization has a positive effect on financial constraints. This shows that the higher the level of digitalization of the company, the greater the financial constraints faced by the company. Digitalization investment generally requires considerable initial costs for the development of technology, information systems, and improving the competence of human resources. This condition can increase the company's funding needs in the short term. These findings are in line with research  by Zou et al. (2024) who stated that digital transformation in the early stages can increase the financial pressure of companies. In addition, the research of Yu (2025) and Qiu (2025) also shows that digitalization investment in non-technology companies can increase financial constraints in the short term before the economic benefits of digitalization begin to be felt.

2.2.2 The Influence of Ownership Structure on Financial Constraints
The results of the study show that managerial ownership has a positive effect on financial constraints. This shows that the greater the share ownership by the management, the greater the level of financial constraints faced by the company. This condition can be explained through  the entrenchment effect, where managers who have high share ownership tend to be more dominant in the company's decision-making, thereby increasing risk perception for investors and creditors. These findings are in line with research by Fort & Moin (2021), Shan et al. (2023), and Zheng & Shen (2024) which states that high managerial ownership can increase agency risk as well as narrow a firm's access to external funding sources.
The results of the family ownership research show that family ownership has a positive effect on financial constraints. This shows that the larger the share ownership by the family, the greater the level of financial constraints faced by the company. This finding is in line with Farooq's (2022) research,    Muñoz-Bullón et al., (2024) which states that family companies tend to adjust investment decisions to internal funding capabilities so that financial constraints do not become the dominant factor in the financial structure of family companies.

3 CONCLUSION
This study aims to examine the effect of digitalization and ownership structure on financial constraints in non-financial companies in Indonesia. The empirical results indicate that digitalization has a positive and significant effect on financial constraints. Furthermore, both managerial ownership and family ownership are found to have a positive and significant influence on financial constraints. These findings suggest that internal firm characteristics, particularly digital transformation and ownership structure, play an important role in shaping firms’ financing limitations.
This study contributes to the corporate finance literature by integrating digitalization and ownership structure in explaining financial constraints, particularly in the context of an emerging market. The findings highlight that while digitalization enhances long-term competitiveness, it may increase short-term financial pressure due to substantial investment requirements. Similarly, concentrated ownership structures may limit access to external financing due to lower transparency and more conservative financial policies.
From a practical perspective, this study provides important implications for managers and stakeholders. Firms are encouraged to carefully plan digital investment strategies and align them with sound cash flow and financing management to avoid excessive short-term financial pressure. In addition, higher levels of managerial and family ownership should be accompanied by improved transparency and disclosure quality to reduce information asymmetry and enhance investor and creditor confidence.
Despite its contributions, this study has several limitations. First, the observation period is limited to five years (2020–2024), which may not fully capture long-term dynamics. Second, the use of secondary data poses challenges, as information related to digitalization is often incomplete and not consistently disclosed in financial statements. Third, digitalization is measured using intangible assets as a proxy, which may not fully reflect the actual level of firms’ digital transformation.
Therefore, future research is recommended to extend the observation period, incorporate additional variables such as firm size, innovation, or macroeconomic factors, and employ alternative measures of digitalization to provide a more comprehensive understanding of financial constraints.
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