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Abstract  

SoftBank's significant venture capital investments have played a crucial role in 
shaping Indonesia's startup ecosystem, enabling rapid business expansion and 
technological advancements. However, recent investment impairments have 
raised concerns regarding sustainability and long-term viability. This study 
explores the causes and consequences of SoftBank's portfolio impairments, 
examining both external factors such as market volatility, regulatory uncertainties, 
and shifting consumer preferences, as well as internal issues like weak business 
models and inefficient financial management. The findings indicate that these 
impairments not only affect investors but also pose financial and operational 
challenges for startups reliant on continuous funding. In response, strategic 
measures such as risk diversification, improved governance, and adaptive business 
models are essential for mitigating the negative impacts. Additionally, investors 
must adopt more rigorous due diligence processes, while startups should enhance 
financial transparency and innovation strategies. Policymakers also play a key role 
in establishing a stable investment climate. By addressing these challenges, 
stakeholders can foster a more resilient and sustainable startup ecosystem in 
Indonesia. 
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1. Introduction  

In recent decades, venture capital investment has become a major driver of 
startup ecosystem growth in various countries, including Indonesia. One of the main 
actors in the global investment landscape is SoftBank Group Corp, a Japanese 
multinational conglomerate that has invested through the Vision Fund and various 
other investment initiatives. SoftBank not only provides financial support, but also 
provides strategic insights, industry connections, and access to international markets. 
This investment has accelerated local business growth, increased technology 
adoption, and driven market expansion for startups in Indonesia (Ge, 2023; 
Higginbotham, 2018; Siregar, 2021; Wang, 2020).  

However, not all investments generate sustainable profits. The phenomenon of 
portfolio impairment is a significant challenge in the investment world, where the 
value of an investment experiences a drastic decline due to various factors. These 
factors can stem from changing market dynamics, shifts in consumer preferences, 
ineffective business models, and unstable economic conditions. The implications of 
portfolio impairment are very broad, including declining investor financial 
performance, loss of investor confidence, difficulties in further funding, and threats 
to the sustainability of the startup business itself. The failure of a major startup such 
as WeWork is a clear example of how a decline in investment value can have a 
systemic impact, emphasizing the importance of risk mitigation in the investment 
process (Fahmi, 2020; Suartini et al., 2010).  

In Indonesia, the factors that cause a decline in the value of startup investments 
are multidimensional. Market challenges such as increasing competition and changes 
in consumer preferences are often the main factors. In addition, internal factors such 
as business model incompatibility, leadership inefficiency, and errors in financial 
management also contribute to declining investment valuations. External factors 
such as regulatory uncertainty, limited infrastructure, and geopolitical risks also 
complicate the investment landscape in Indonesia (Noviawati, 2000; Poespito & 
Gunawan, 2021; Sumarjo & Mangantar, 2022; Utami & Kartika, 2020). 

In facing these challenges, proactive strategies and adaptive steps are needed 
from investors and startups. Investors can implement early warning mechanisms by 
monitoring financial health indicators and market trends to identify potential risks 
early on. Diversifying investment portfolios is also an effective risk mitigation step to 
reduce the impact of investment value declines. Meanwhile, startups can adopt 
flexible business models to adapt to rapidly changing market dynamics. In addition, 
risk management and planned exit strategies are crucial aspects in ensuring 
investment resilience to external and internal challenges (Arifin, 2018; Dananjaya & 
Darmawan, 2019; Ismail, 2021; Mutaqin et al., 2022).  

Based on this background, this study aims to explore the phenomenon of 
portfolio impairment in the context of SoftBank's investment in Indonesia. Through 
a conceptual approach, this study will examine the factors that cause investment 
value declines and strategies that can be applied to increase investment resilience 
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amid market uncertainty. Thus, this study is expected to contribute to academic 
understanding and provide insights for investors, startups, and other stakeholders in 
facing investment challenges in the Indonesian startup ecosystem. 

 

2. Literature Review 

2.1. SoftBank's Role in Indonesia's Startup Ecosystem 

SoftBank has played a crucial role in building the startup ecosystem in Indonesia 
through significant investments, which have accelerated business growth across 
various sectors. Leading startups such as Tokopedia and Grab have received 
substantial investments from SoftBank, enabling them to expand their operations 
and increase their competitiveness in the global market. These investments not only 
provide financial capital but also contribute to the enhancement of technological 
capabilities, strengthening of market positions, and access to international industry 
networks that are vital to their growth (Rachman et al., 2024). 

From a technological perspective, support from SoftBank enables Indonesian 
startups to more effectively navigate the challenges of expansion and digitization in 
an increasingly technology-driven economy. In this context, it is important to note 
that venture capital investment not only guides financial resources but also brings 
the knowledge and experience needed to navigate the complexities of a rapidly 
evolving market, which is crucial for startups aspiring to compete in the global market 
(Khan et al., 2021). 

Research shows that venture capital investment spurs innovation, which in turn 
strengthens startup growth and performance (Jeong et al., 2020). SoftBank’s funding 
creates an atmosphere conducive to creativity and innovation, where startups can try 
and implement new ideas without immediate pressure to achieve profitability. This 
is in line with analysis showing that startups backed by strategic investors tend to 
have better performance and higher levels of sustainability compared to those that 
do not receive such support (Alfiana et al., 2023; Khan et al., 2021). 

In a broader framework, SoftBank’s investment contributes to the development 
of a broader digital economy, enabling Indonesia to explore the potential of a digital 
economy involving social mobility and more inclusive economic growth. By fostering 
a supportive environment for startups, SoftBank not only influences the success of 
individual companies but also contributes to a systemic transformation in the 
Indonesian market, leading to improvements in overall national competitiveness 
(Rachman et al., 2024). 

Furthermore, SoftBank also plays a role in facilitating collaboration between 
startups and international networks, strengthening their position in the global 
ecosystem and increasing their level of visibility in an often competitive area (Miraza 
& Shauki, 2023). The existence of platforms and initiatives supported by SoftBank 
shows that collaboration between investors and startups is an important factor in 
facing challenges in the ever-changing technology sector. 
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Thus, SoftBank’s contribution to the startup ecosystem in Indonesia lies not 
only in the financial aspect but also includes the development of technological 
capabilities, industry networks, and innovations that overall strengthen the 
sustainability and competitiveness of Indonesian startups in the global arena. 

 
2.2. Portfolio Impairment: Causes and Implications 

Portfolio impairment in SoftBank's investments in Indonesia can arise from 
various external and internal factors. Externally, shifting market dynamics, regulatory 
uncertainties, and geopolitical risks represent significant challenges to the 
sustainability of these investments. Rapid changes in consumer preferences and 
escalating competition further contribute to the decline in the value of startup 
investments. Internally, weaknesses in business models, managerial inefficiencies, 
and strategic miscalculations in expansion efforts frequently serve as primary drivers 
of portfolio impairment. For instance, the case of WeWork illustrates that overly 
optimistic valuations without a robust business strategy can lead to drastic reductions 
in investment value, triggering a domino effect throughout the startup ecosystem 
(Manya & Rabanal, 2023). 

The implications of portfolio impairment are extensive, affecting not only 
investors but also the startups receiving funding. For investors, a drop in investment 
value can significantly diminish confidence in the prospects of the technology sector. 
This decline in confidence can lead to a retrenchment of capital, making it more 
challenging for startups grappling with portfolio impairments to secure subsequent 
rounds of financing—an essential lifeline for growth that, if cut off, can hinder 
expansion or even lead to bankruptcy (Groff & Mörec, 2020). Understanding the 
factors contributing to portfolio impairment is thus crucial for investors and 
stakeholders as they develop strategies to mitigate risks (Bello, 2005). 

Regulatory frameworks, such as IFRS 9 on impairment accounting, compel 
companies to adopt a more rigorous approach to assessing credit risk and expected 
losses, emphasizing the need for accurate calculations of default probabilities and 
loss rates (Kusumah & Faturohman, 2023). This standard plays a vital role in how 
investment portfolios are managed, particularly in environments characterized by 
economic volatility. Moreover, the banking sector's response to portfolio impairment 
conditions, especially following economic downturns like the COVID-19 pandemic, 
highlights the need for vigilance in monitoring loan loss provisions and credit quality 
(Korzeb & Niedziółka, 2020). 

In light of these considerations, investors must remain proactive, adopting 
flexible strategies that incorporate ongoing market assessments and adjustments 
based on emerging risks. Various studies indicate that alternative investment 
strategies emphasize sustainable and responsible investment practices, which can 
offer better risk-adjusted returns while simultaneously addressing the ethical 
imperatives of modern finance (Xiao, 2021). Furthermore, as investors reassess 
portfolios in light of climate change and sustainability concerns, divestment from 
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high-risk sectors could mitigate portfolio impairment risks and enhance sustainability 
(Trinks et al., 2018). 

Addressing the broader consequences of portfolio impairment necessitates a 
comprehensive understanding of both the macroeconomic factors influencing 
markets and the idiosyncratic risks associated with individual investments. By 
recognizing the interplay between internal weaknesses and external pressures, 
stakeholders can develop adaptive strategies to enhance resilience against potential 
impairments while strategically positioning themselves for future growth 
opportunities (Bwire, 2021). 

Portfolio impairment is a multifaceted issue with implications that stretch 
beyond mere financial metrics, influencing investor behavior and startup viability 
alike. Therefore, it is imperative for investors to engage in thorough risk assessments 
and to embrace dynamic investment strategies informed by both historical 
precedents and contemporary market trends. 

 

3. Discussion 

3.1. Risk Mitigation Strategies in Startup Investment 

To address portfolio impairment, investors must adopt a comprehensive risk 
mitigation strategy. The implementation of early warning mechanisms, such as close 
monitoring of financial reports and market trends, can significantly aid in detecting 
potential risks at an early stage. Diversifying investment portfolios across various 
sectors is crucial as it minimizes exposure to failures in specific industries. 
Furthermore, conducting stringent due diligence prior to investing enhances the 
selection process for startups with more sustainable business prospects. Research 
indicates that informed due diligence—rooted in the examination of factual data, 
internal documents, and industry specifics—can identify critical risk areas within 
startup investments, thereby increasing attractiveness to investors (Dykha et al., 
2021). 

Conversely, startups themselves can benefit from employing adaptable business 
models that respond effectively to market fluctuations. Strengthening corporate 
governance, ensuring financial transparency, and enhancing managerial capabilities 
are essential steps in reducing the risk of portfolio impairment. Furthermore, the 
development of well-planned exit strategies can provide investors with opportunities 
to minimize losses in worst-case scenarios. A study highlights that effective 
governance structures contribute to mitigating risks—including potential fraud, even 
in startup environments (Gleason et al., 2022). These strategies not only protect 
investor interests but also align with regulatory expectations, thereby enhancing the 
overall investment landscape. 

The interplay between governance, risk management, and startup flexibility 
emphasizes that an integrated approach is essential. For instance, engaging 
independent auditors to conduct external reviews can play a pivotal role in fraud risk 
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mitigation, particularly during initial public offerings (IPOs). This is especially 
pertinent in environments where startups face pressures to demonstrate growth and 
secure funding amidst competitive landscapes. Given that the ethos of "fake it till 
you make it" can lead to misrepresentation, raising awareness among stakeholders 
regarding the importance of external audits becomes crucial (Gleason et al., 2022). 

Both investors and startups must work synergistically to cultivate strong 
governance frameworks and adopt strategic approaches that prioritize risk mitigation. 
By implementing rigorous due diligence practices, fostering adaptability in business 
operations, and reinforcing the importance of transparency, both parties can 
significantly reduce the potential for portfolio impairment. This dual approach not 
only fortifies investor confidence but also enhances the long-term viability of startups 
in an increasingly volatile market. 

 
3.2. Implications and Recommendations for Stakeholders 

The implications of portfolio impairment in Indonesia's startup ecosystem 
necessitate a concerted effort from various stakeholders. Investors must adopt a more 
discerning approach when selecting startups, focusing on those that possess a robust 
business model. This focus can mitigate risks associated with portfolio impairment, 
allowing investors to make more informed decisions that steer clear of 
underperforming investments. A thorough understanding of the startup ecosystem 
dynamics can enhance investors' ability to evaluate potential investments effectively 
(Wagner, 2021). 

Startups, on their end, are urged to bolster their business strategies, ensuring 
they remain adaptable to ever-evolving market conditions. This adaptability is 
particularly critical as it can enhance their competitive edge and prospects for long-
term sustainability (Bakri et al., 2024). Embracing innovation and aligning business 
practices with market demands can allow startups to thrive even in competitive 
environments (Volkmann et al., 2019). 

Regulatory bodies and government institutions play a pivotal role in fostering a 
favorable business environment. It is crucial for these entities to institute policies 
that not only support investment stability but also minimize systemic risks within the 
startup ecosystem. Research indicates that an integrative approach where 
stakeholders collaboratively govern the ecosystem can significantly bolster its 
resilience, enhancing the overall stability of startup ventures (Shareef et al., 2024). 
By ensuring that these relationships are conducive, stakeholders can create a thriving 
entrepreneurial atmosphere that benefits all parties involved (Anwar et al., 2022). 

Educational institutions and incubators are also critical in this equation. They 
should work closely with startups to bridge the gap between theoretical knowledge 
and practical application, fostering a culture of innovation and entrepreneurship 
(Peniaz, 2024). This collaborative effort can enhance the skills of entrepreneurs, 
ultimately leading to startups that are more equipped to withstand challenges and 
capitalize on opportunities in the marketplace. Furthermore, integrating advanced 



Arthatama Journal of Business Management and Accounting 
Vol. 8, No. 2 (2024), pp. 85-94 

91 

technologies, such as artificial intelligence, into startup operations can greatly 
enhance their competitiveness and operational efficiency (Bakri et al., 2024; Limar, 
2023). 

Continual monitoring of investment strategies is essential for stakeholders. 
Empirical evidence underscores the necessity of vigilance in investment behavior, 
particularly relating to the ethical implications of practices such as "fake it till you 
make it," which can lead to increased fraud risk within startup investments (Gleason 
et al., 2022). This highlights the importance of external audits and increased 
transparency to foster buyer confidence and protect against market volatility. 

A more holistic and coordinated approach that encompasses investors, startups, 
regulators, and educational institutions is essential for nurturing a resilient and 
sustainable startup ecosystem in Indonesia. By fostering strong stakeholder 
engagements and ensuring adaptive strategies, the ecosystem can thrive in the face of 
challenges and emerge as a global competitor in the innovation landscape (Tripathi 
et al., 2019; Amit et al., 2024). 

 

4. Conclusion 

SoftBank’s investment impairments have significantly influenced Indonesia’s 
startup landscape, exposing vulnerabilities in financial sustainability and growth 
strategies. The study highlights that external factors like market instability and 
regulatory challenges, coupled with internal inefficiencies in business models and 
management, contribute to declining investment valuations. As a result, startups face 
difficulties in securing continued funding, while investors experience reduced 
confidence in the ecosystem. To mitigate these risks, investors should adopt 
diversified investment strategies, enhance due diligence, and implement early 
warning mechanisms to detect potential impairments. Startups, on the other hand, 
need to prioritize financial discipline, innovative business models, and governance 
improvements to strengthen resilience. Moreover, regulatory bodies must foster a 
more stable investment environment by implementing clear policies and supporting 
financial incentives for sustainable growth. Collaboration between investors, 
startups, and regulators is essential to ensure long-term success in Indonesia’s 
dynamic startup ecosystem. 
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