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FOREWORD

The economic, political, strategic and cultural dynamism in Southeast
Asia has gained added relevance in recent years with the spectacular
rise of giant economies in East and South Asia. This has drawn
greater attention to the region and to the enhanced role it now plays in
international relations and global economics.

The sustained effort made by Southeast Asian nations since 1967
towards a peaceful and gradual integration of their economies has
had indubitable success, and perhaps as a consequence of this, most
of these countries are undergoing deep political and social changes
domestically and are constructing innovative solutions to meet new
international challenges. Big Power tensions continue to be played out
in the neighbourhood despite the tradition of neutrality exercised by the
Association of Southeast Asian Nations (ASEAN).

The Trends in Southeast Asia series acts as a platform for serious
analyses by selected authors who are experts in their fields. It is aimed at
encouraging policymakers and scholars to contemplate the diversity and
dynamism of this exciting region.

THE EDITORS

Series Chairman:
Choi Shing Kwok

Series Editor:
Ooi Kee Beng

Editorial Committee:
Daljit Singh
Francis E. Hutchinson
Norshahril Saat






Financial Technology Adoption
in Greater Jakarta: Patterns,
Constraints and Enablers

By Astrid Meilasari-Sugiana, Siwage Dharma Negara
and Hui Yew-Foong

EXECUTIVE SUMMARY

This article reports the findings of an online survey conducted

in November—December 2021 on Indonesians’ experience and
perception of fintech tools, focusing on fintech adoption in the
Greater Jakarta region, which besides Jakarta, includes Bogor,
Depok, Tangerang and Bekasi.

One key finding is that, in the Greater Jakarta region, socio-
economic status as measured by income is not a key determinant
of fintech adoption. This is likely due to the more developed and
mature ICT infrastructure in the Greater Jakarta region, which
makes fintech tools readily accessible.

However, the kinds of fintech tools that are more likely to be used—
M-banking, E-wallet, Online Lending, Investment, Donations, and
so on—are influenced by factors such as income, education, gender,
age and occupation, suggesting that different fintech tools appeal to
different groups in society according to their needs and resources.
Psychological factors that are important in the adoption of fintech
include having many choices in the needed financial services and
feeling in control. While fintech users are concerned about data
leaks and fraud, this does not deter them from using fintech.

It may be anticipated that with the deepening of ICT infrastructure
and public education on the safe use of fintech, fintech usage in
Indonesia will continue to spread throughout the country.






Financial Technology Adoption
in Greater Jakarta: Patterns,
Constraints and Enablers

By Astrid Meilasari-Sugiana, Siwage Dharma Negara
and Hui Yew-Foong'

INTRODUCTION

The COVID-19 pandemic has arguably accelerated changes in consumer
behaviour, leading to more people performing economic activities online.
One important change is the adoption of fintech as a preferred transaction
and payment method. This trend is driven by a significant proportion of
the unbanked population and the lower-income segment in urban areas.
New fintech start-ups such as ShopeePay (E-wallet), Shopee Paylater
(Buy Now Pay Later or BNPL) and Kredivo (Online Lending Service)
and Bibit (Mutual Fund Invesment) have all introduced innovative ways
to offer online financial services in Indonesia’s rapidly growing digital
economy.

Fintech enterprises offering E-wallet, BNPL, Online Lending,
Insurance and Multifinance require approval from the Financial
Services Authority of Indonesia (Otoritas Jasa Keuangan or OJK),

! Astrid Meilasari-Sugiana is Lecturer at Bakrie University and the School of
Government and Public Policy Indonesia, and Visiting Fellow at the ISEAS —
Yusof Ishak Institute, Singapore. Siwage Dharma Negara is Senior Fellow at
the ISEAS — Yusof Ishak Institute, Singapore. Hui Yew-Foong is Visiting Senior
Fellow at the same institute. The authors would like to thank Katadata for
conducting the survey. We are grateful for excellent research assistance from
Neo Hui Yun Rebecca. We thank Manggi Habir, Tham Siew Yean, Cassey Lee
and Monica Wihardja for useful comments and suggestions. All errors are the
authors’ responsibility.



whereas fintech enterprises dealing with investments, stock/mutual
funds and cryptocurrencies require approval from the Commodity
Futures Trading Supervisory Agency (Badan Pengawas Perdagangan
Berjangka Komoditi). In 2012 OJK replaced the previous Capital
Market Supervisory Board (Bapepam LK or Badan Pengawas Pasar
Modal & Lembaga Keuangan) and holds wider authority in supervising
and regulating the capital market and financial institutions. Fintech
enterprises undergo a two-step process to obtain permits from OJK:
the first involves reporting and analysing the suitability of pursuits and
business processes with current government regulations; and secondly,
upon further recommendations, fintech start-ups are mandated to register
the business with OJK by compiling a self-assessed risk mitigation
portfolio and devising a collaboration scheme with government inspectors
to avoid money laundering and to establish a consumer service centre
for consumer protection. The innovations brought about by fintech start-
ups show similarities to the technology and business processes within
the various fintech categories in Indonesia; standardization is, however,
still a work in progress. This is occurring in the area of their services,
their transaction and payment methods, the timeframe involved, the
quality of the fintech platforms, and the rights and responsibilities of
both the industry and consumers.

Along with improved services and increased transparency, fintech
is gaining momentum and changing the economic landscape in urban
and peri-urban areas. This is due to its decentralized, personalized and
efficient nature. We observed lower psychological barriers to enable
digital literacy and spread fintech adoption among Indonesia’s middle-
and lower-income urban households. This trend is especially relevant to
merchants, owners of Micro, Small and Medium Enterprises (MSME)
and members of cooperatives who, without fintech, would not be able to
expand their market base beyond their immediate social network.

Moreover, the rapid development of fintech has profound social and
psychological implications for users, from decreasing cyberphobia and
increasing literacy to engaging highly specialized fintech miners through
the smart contract functionality within blockchain platforms such as
Bitcoin and Ethereum.



To better understand the role fintech plays in engaging various forms
of capital within a rapidly digitalized landscape, ISEAS commissioned
an online survey in November—December 2021.2 The survey sought
information on respondents’ experience and perception of the use of
fintech. Specifically, it aims to understand fintech adoption in Greater
Jakarta, focusing on the reasons for fintech adoption and the drawbacks
and benefits of fintech adoption for individuals.

Although the survey was conducted nationwide, the focus of the
analysis in this report is on Greater Jakarta. With more than 30 million
people living there, the Greater Jakarta region, including Bogor, Depok,
Tangerang and Bekasi, represents around 11 per cent of Indonesia’s
population and has the highest number of fintech users in the country
(AFTECH 2020). Given this backdrop, this survey tries to examine
fintech penetration among Greater Jakarta’s different socio-economic
groups and understand how fintech use alters their social and economic
network for empowerment, growth and inclusion.

SAMPLING, DATA COLLECTION
METHODS AND SURVEY LIMITATIONS

The online survey was conducted from 25 November to 5 December
2021, specifically targeting fintech users aged 1870 years. It uses non-
probability sampling,’® a technique that was more conducive and practical
amid the ongoing COVID-19 pandemic. We also note that since sample
selection is based on the subjective judgment of the researcher, they may
not accurately represent the population. Therefore, we cannot easily
generalize the findings to the population. Be that as it may, since we are
interested in respondents with reasonable access to fintech tools, an online
survey is a suitable approach for this study. The survey questionnaire was
compiled based on the need to complement and advance previous surveys
on the adoption of financial technology by the Indonesian population.

2 The survey was conducted by PT Katadata Indonesia.

3 https://www.questionpro.com/blog/non-probability-sampling/



There were twenty-six questions to be answered within 10-15 minutes.
The survey link was circulated through Katadata’s exclusive mailing list,
social media accounts, and other unique distribution channels.

There were 3,157 total valid respondents, of which around 76 per
cent were from Java. For our analysis in this article, we will focus on the
1,212 respondents from Greater Jakarta. Data from the 1,197 respondents
from Java but outside Greater Jakarta may be used to contextualize the
data from Greater Jakarta.

Figures 1 and 2 provide snapshots of the profiles of respondents. There
are more female respondents (55 per cent) than male respondents (45 per
cent). The largest age group is Generation Y/Millenial (2338 years old)
(58 per cent). Forty-five per cent of respondents are senior high school
graduates, and 41 per cent are university graduates. Based on the Socio-
economic Status (SES), the largest SES group among the respondents
are from SES C (36 per cent), followed by SES D and E (23 per cent).*
In terms of occupation, the largest group is private employees (31 per
cent), followed by housewives (17 per cent), students (15 per cent), and
entrepreneurs (13 per cent). Among entreprencurs, the largest group
comes from the trade/commerce sector (74.3 per cent), followed by the
tourism sector (4.4 per cent).

FINANCIAL TECHNOLOGY USE IN
GREATER JAKARTA

Financial technology (Fintech) has driven social transformation
beyond empowerment and inclusion, to provide access to an alternative

* SES (Socio-economic Status) is a classification to categorize individuals or
households based on their economic capacity and social status. Globally, SES in
general is determined by the income level as the proxy. However, in Indonesia and
most developing countries where there are a lot of informal workers with irregular
income, income is quite difficult to measure. Therefore, monthly expenditure is
used instead as a more accurate proxy for determining the SES. In this survey,
SES is classified into four groups; A (monthly expenditure >Rp6 million);
B (monthly expenditure Rp4.1-6 million); C (monthly expenditure Rp2—
4 million); and D-E (monthly expenditure < Rp2 million).



Figure 1: Respondent Profiles by Gender, Age and Education

Gender

Male, 45%

Female,
55%

Baby boomers (255 y.o.) ' 2%

Gen X (39-54 y.0.) _ 20%
Gen ¥ (2338 v.0) | -::
Genz (18-22y.0.) | 20%

0% 10% 20% 30% 40% 50% 60% 70%

Education

Below senior high [l 6%
Diploma [N 9%
Bachelor/Postgrad _ 41%
senir g G '

0% 10% 20% 30% 40% 50%




Figure 2: Respondent Profiles by Income and Occupation

Income

SES D, E (< Rp2 million) [ 23%
SES C (Rp2-4 million) [ R 5
SES B (Rp4-6 million) [ 20%
SES A (> Rp6 million) |G 22%

0% 10% 20% 30% 40%

Occupation

Private employee | 31%
Housewife |G 17%
Student [N 15%
Entrepreneur | 13%
Unemployed [ 10%
Civil servant [l 4%
Others [ 10%

0% 10% 20% 30% 40%

development model for communities and individuals on the periphery
(Swedberg 2017). The decentralized and bottom-up nature of fintech
growth signals a shift from production-centred to people-centred
development. The latter incorporates social, psychological and economic
deliberation for empowerment, rendering the importance of individual,
household and community involvement in socially and politically relevant
actions through fintech platforms (Granovetter 2017). Furthermore,
financial literacy and fintech adoption by middle- and lower-income



communities pave the way for a more resilient economic development as
it provides financial access to a broader segment of society. The power of
fintech lies in the participatory mode of decision-making it offers as well
as its “ease of use” and “less cumbersome administrative requirements”
for performing financial transactions. Nonetheless, for consumer
protection against fraud, data leaks and loan shark lenders, OJK provides
integrated regulatory oversight despite ongoing discussions at the House
of Representatives on the possibility of returning the oversight role to
the Central Bank. OJK remains the integrated regulatory authority for
more prudent and specific oversight of financial institutions, primarily
conglomerates. Alternative development movements spearheaded by
fintech use acknowledge the needs and established rights of citizens and
households, and hence are capable of accepting the intrinsic diversity
of social lives whilst removing the structural constraints on local
economic development initiatives. Structural constraints include barriers
to mainstream financial systems and barriers to conventional bank
lending, such as identification documents, gender-based and social-based
stigmas, burgeoning domestic responsibilities for women, credit history
and distance to banking facilities.

Figure 3 suggests that digital wallet (E-wallet) is Indonesia’s most
popular fintech platform, with GoPay, OVO, ShopeePay, Dana and
LinkAja being the top five most popular apps among people with monthly
expenditures of less than Rp4 million.’ The popularity of these E-wallet
enterprises is driven by their collaboration with GoJek and Grab drivers,
with restaurants, food stalls and MSMEs in the food and beverage sector,
with merchants and retailers selling clothes, accessories and beauty
lines, with minimarkets and supermarkets for payments and top-ups, and
with banks for money transfers and cash withdrawals. These E-wallet

3 We classify respondents with monthly spending less than Rp4 million under the
category of lower social economic status. Note that the minimum wage in the
Jabodetabek area is above Rp4 million.
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platforms provide customers with a “one-stop-shop” where they can find
many things and even pay by scanning the QRIS code.

M-banking (mobile banking) is popular due to its convenience,
flexibility and confidentiality. Generations X and Y are prominent users
of M-banking facilities since they are at the height of their careers,
and are fairly bankable.” These generations are more computer literate
than the baby boomers and have less resistance to transacting online.
They have busy lives and have sufficient cash flow to pay for goods
and services beyond subsistence, hence requiring M-banking to pay for
their multifaceted needs while loving the convenience it offers. This is
also why Generations X and Y are the most prominent users of online
lending/online credit platforms. The four most popular online lending/
online credit platforms are Akulaku, Kredivo, Julo and Indodana. They
are popular since they offer small loans/credit from Rp5 million to
Rp30 million, with no collateral, quick assessments and approvals, and
competitive interest rates. Fintech start-ups are required by the oversight
agency OJK to have a minimum capital of Rp2.5 billion, while the limit
for the small loans/credit is Rp2 billion per loan, with most offering
lending rates that are higher than banks (Habir 2021).

Private corporations have started using fintech to stimulate donations
and raise funds through their Corporate Social Responsibility (CSR)
units. Millennials (Generations Y and Z) are the most prominent users
of fintech when donating. This is due to their wide-ranging and deep
involvement with digital technology in their daily lives.

Since 2017, digital donations have increased by 200 per cent, with
big donation organizations such as Dompet Dhuafa, Lazismu, Baznas
and Laz benefiting and millennials donating an average of Rp35,000
per person per donation (Annur 2019). The Indonesian Ulema Council

¢ QRIS (Quick Response Indonesian Standard) code is a standardized QR code
as regulated by Bank Indonesia (BI) and Asosiasi Sistem Pembayaran Indonesia
(ASPI) to facilitate cashless payment in Indonesia.

7 The term “bankable” is defined as access to a financial system in the form of
payment and savings services. See Beck and De la Torre (2006).



stipulated that fintech enterprises cannot take more than one-eighth of
the donated amount per person per donation. It is important that future
potential niche markets such as the Shariah segment closely adhere to
such stipulations.

Figure 3 shows that Multifinance and BNPL applications are more
popular among Generation Y (11 per cent) and Babyboomers (14 per
cent). The interest rates for BNPL range from 1.9 per cent to 3 per cent,
with Kredivo, for example, offering interest rates of 2.95 per cent per
month or 0.24 per cent per day (conventional banks usually offer interest
rates of 2.25 per cent per month). One of the perks of Kredivo include
not having to pay interest for a one-month instalment. Baby boomers
using BNPL often have multiple sources of income coming in at various
times (both passive and active income, though not substantially large in
amount), hence they enjoy the benefits of paying later. Generation Y, who
are still in their productive age, sees the need to balance spending for their
multiple needs and desires. Hence BNPL offers them a chance to purchase
goods and services while keeping their account balance intact. BNPL is
used for buying furniture, household appliances, jewellery and household
capital, such as machineries for those who own a small business.

Users of online investment platforms include university undergraduate
and postgraduate students, academicians, working professionals, office
employees and investment and IT experts. In Indonesia, IT experts
dominate the use of blockchains, whereas users of stock, forex and gold
investment platforms are mixed in terms of career backgrounds, albeit
most of them come from the middle and upper-middle socio-economic
groups. Fintech also plays an important role in driving alternative
development processes by empowering individual household members
within middle- and lower-income communities. In particular, career
women, women MSME owners, women-headed households and wives
who have started a business or wish to start a business noted that going
digital (e.g., using e-commerce and fintech such as QRIS and digital
wallet) had made them feel “having increased knowledge and skills” and
“more modern and more in tune with changing technology and consumer
demands” (UNICEF et al. 2021).

Figure 4 also shows that the need to feel “in control” is larger for those
with an income of Rp4 million to Rp6 million and above Rp6 million

10
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(38 per cent), compared to those with a lower income of Rp2 million to
Rp4 million (31 per cent). This may be because fintech users from higher
income brackets feel the need to be more digitally literate throughout
the whole process of engaging with fintech platforms. Also, many of the
respondents with an income of Rp2 million to Rp4 million are university
students, for whom fintech use enhances their feeling of being “smart”,
“cool” and “up to date”. University students use fintech platforms in the
forms of E-wallet, BNPL and online stock investments in their spare time
to earn extra income (AFTECH 2020).

CATEGORIES OF FINTECH ADOPTED BY
GREATER JAKARTA’S COMMUNITIES

Our survey shows that occupation, social background, economic
standing and age all have an impact on the financial technology
adopted by groups and individuals. Group needs, interests and stakes
influence behaviour and decision-making, hence fintech penetration is
contingent on their sense-making and social constructions. Moreover,
the informal economic activities of Greater Jakarta’s middle- and
lower-income groups require the intersection of space between civil
society, the corporate economy, the state and the political community.
The current driver of Greater Jakarta’s informal economy derives from
the consumption of its middle class, especially the consumption of the
Generation Y middle class. While usage among Baby Boomers has not
been as high as among Generation Y users, the pandemic has raised
Baby Boomers’ digital literacy.

Figure 5 suggests that Generation Y is the primary user and driver
of fintech platforms across the various categories, with Generation X
trailing just behind. Compared to Generation Z, Generations X and
Y have had a longer working life (and presumably higher salary) and
better credit history. Figure 5 also suggests a notable “gap” between
Generation X and Generation Y regarding fintech adoption, and this gap
is even more marked between Baby Boomers and Generation Y. The
latter is the generation that avidly follows the development of digital and
financial technology, experimenting with and adopting the various mix

12
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of fintech and digital platforms to aid, maximize and keep track of their
financial standing and lifestyle.

The popularity of M-banking, E-wallet, online lending and social
application/donation application for lower-income groups is depicted
in Figures 5 and 6. Making purchases and buying occasional take-outs
through E-wallets, performing donations through social applications and
using M-banking, are still relatively affordable for them. They desire
to emulate the lifestyles of the higher-income groups and experience
the feelings that come with using fintech and digital platforms. Online
lending tends to be dominated by lower-income groups since most are
“unbanked”. Those that are unbanked are insecure with face-to-face
interactions in banks, cooperatives and other conventional financial
institutions, and doubtful about filling out forms and answering questions.
While most of the unbanked consider themselves unbankable, there is a
portion that is bankable but still consider themselves unbankable.

Concerning online insurance payment, AXA is the most widely
used in Greater Jakarta and beyond. This is because AXA offers wide-
ranging products such as life insurance, medical coverage, chronic
disease coverage, property protection, retirement funds and education
savings. Apart from various products, it can be claimed online, and
AXA has a strong partnership with Bank Mandiri, one of the biggest
state-owned banks in Indonesia. Akulaku, Kredivo and Julo are the
top three online lending platforms popularly used by lower-income
groups. Their popularity comes from their extensive online and offline
marketing campaigns, quick assessment and disbursement process, and
adaptive payback period. They disburse credit up to Rp25-30 million.
Akulaku, Kredivo, and Julo are also BNPL enterprises with attractive
features such as instalment discounts, cashback and the absence of a
down payment. However, one downside is that fintech customers do not
usually check whether the fintech company they are borrowing from is
OJK-licensed or not, and those that have difficulty paying back may,
in some cases, get subjected to harsh treatment by collectors. Another
problem is the tendency of overborrowing by customers, which might
lead to unsustainable household debts.

The popularity of online insurance, multi-finance, and business loans
among higher-income groups (Figures 5 and 6) stems from rising demand

14
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for small-scale business loans and vehicle, furniture, and household
appliance instalments. This group can afford the above luxuries, and
paying through online applications provides them with ease, convenience
and an “easy to track system”. Figure 6 shows that employees (33 per
cent) take out more online business loans than entrepreneurs (22.4 per
cent) because employees usually operate small side-businesses requiring
small business loans available through fintech enterprises. In contrast,
entrepreneurs take out much more substantial loan amounts which are
solely available through the conventional banks and their relatively more
rigorous assessment and screening procedures. Employees dominate
the use of fintech in all categories, given their increasing consumption
patterns. Peer and collegial influence substantially drive their fintech
use. Compared to students, housewives and freelancers, employees have
a steady flow of income. Hence they have liquid cash and/or savings
available for additional spending, leading to the increased use of fintech.
Moreover, employees consider themselves more financially secured;
hence they are more likely to consume more, be less risk-averse, and
increasingly adopt fintech than students, housewives, freelancers, and the
unemployed.

FINTECH ENTERPRISES POPULAR
AMONG GREATER JAKARTA’S LOWER-
INCOME COMMUNITY

The adoption and continued use of fintech by MSMEs and the lower-
income community require people-intensive methods of socialization,
mentoring and persuasion, which appeal to their personal needs,
lifestyle, identity, imagination and sense of (in)security. Also, face-
to-face interactions and flexible management of investment-lending
schemes are necessary when fostering fintech adoption among MSMEs
and the lower-income community. Relatively better equipped with
digital literacy and cultural capital, Indonesia’s middle and upper-
middle class have come to know and familiarize themselves with fintech
through the media and their professional/collegiate circle. Appropriate
financial technology platforms available through apps on cellular phones
and tablets, often as an extension of existing practice, are important for
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adoption. Furthermore, there is the need to adapt to local conditions. An
example is Shopee E-Commerce and Shopee BNPL enterprises which
insert a help desk/customer service onto their platforms to reach out to
and assist business start-ups. These platforms can monitor the business
profile, business cycle and business cash flow of start-ups, ensuring their
sustainability while fine-tuning their products and services to changing
needs and circumstances.

Figure 7 shows that GoPay, Ovo, Dana, ShopeePay and Linkaja are
more popular E-wallets among lower-income groups, whereas Figure 8
shows that Doku, Sakuku and Jenius are more popular among higher-
income groups. This is likely because GoPay, Ovo, Dana, ShopePay and
Linkaja have been around longer, advertised more online and have had
more exposure among the middle- and lower-income groups compared
to Doku, Sakuku and Jenius. Thus, the former group of E-wallets is
more likely to come to mind first for lower and middle-income groups,
and the simplicity, ease and “conciseness” of those applications make
them popular among housewives. Doku, Sakuku Plus and Jenius offer
additional features and services such as investments, digital banking,
ATM withdrawals and debit purchases, and their offline and online
marketing campaigns are targeted at higher-income groups, and therefore
appeal more to those who are financially and digitally more privileged.

Figure 9 reflects the popularity of M-banking and E-wallet among
men and women in Greater Jakarta. Women tend to use E-wallets more
than men since women tend to take care of domestic affairs and purchase
food, groceries and toiletries much more often than men do, and these are
acquired through E-wallet purchases.

Other fintech services, such as online lending, investment, and
donation applications, are still relatively less popular compared to
E-wallet use in the Greater Jakarta area. Fintech service’s popularity
varies between women and men. What is interesting is that male
respondents tend to use investment apps more, compared to their female
counterparts (Figure 10). Meanwhile, female respondents tend to use
lending and donation apps more compared to their male counterparts.
For non-working women, investments are less of a matter of concern for
them with their household budget. In addition, there is also a difference
in fintech use between working and non-working women: working

17



y |
o
gl
v I
v
[

8

efeyun

q | q | 4 |

o I | (.
71 I ] o
o/ [ o I o I
o o I o,
Iy 62 £ %

4 1 % %

eueq fedaadoyg oAQ

(%) s1asn Jajjem [eNBip pajiem-3 :aseq ¢ Buisn nok ase (s)auo yajym ‘saonias eybip fjejfem-a Buimoljoj ay) uoury,

Il teouejealy g

o pefordweun ',
sl nauaidenuz

o N wopms
1 aymasnoy

saflojdwz’}

ToRednaag
oo I o1 <s3s

uoljiw y >§38

§35
fedogy

(I 1D d) 52914438 12110 [VISIAA2PM-T L 24nS1,]

18



9€

1]

0 ] | vl 0
0 N | vl ol
o I ¢ I L - ol
o [ ] | 2 I ] |
0l i 8L
6 b o I
62 44 Vi

o« I -

uapieq

nynyes snjuap nyoq

(%) si@sn je|jem |epbip fejlem-3 :aseg s Buisn noA ale (s)auo yaym ‘sadiales |eybip /8||em-a Buimoj|oy ay} Buowy,,

Jaoueeald g
pakojdwaun 2
9JIMasSNOH
juepnis 9
aneueidenug 'z
eakojdwz

uonednaog
uoljjiw ¢y >s38
uojjjiw y <s3$

§3s

(7 1D d ) 52914128 32110 [VISIAA2PM-T 8 24nS1,]

19



[soA N oN NN [soA IS oN NN |

aleN alewa4 ETE alewa4
g9
Gel

Loz
o
o)

-0y 8
5
«Q
@
o
3

-09 L09 B
S
Q
[0}
2

L 9'6L -

08 voL 08
698
G'€6
00k 00}
19||lem-3 Jo asn Bupjueqg-|\ 1o asn

suoyvonddy jajpm-5 puv Surpyunq-p Jo as)) :6 24n31y



soA W oN NN |

EIE sjewaH

dde juawisaau| jo asn

r 0

-0¢
oy
09
08
00l

soA NN oN |

ETE a|ewa4

00}

Juapuodsal jo abejuasiad,

dde uoneuoq jo asn

soA NN oN I |

ale ajewa .
-0 ©
o)

Loz &
3

Q

For @
Log
?

08 3
=}
0oL &
2

dde Buipuan jo asn

suonvonddy yoayui,g yuaaffiq Jo asn 01 24n31y

21



women tend to use M-banking more since M-banking is directly related
to conventional banks, through which working women receive their
salary.

Multi-finance applications (Figure 11) are mainly more popular among
the higher income group, the exception being Adira, which caters to the
lower-income group’s needs for the purchase of motorcycles. Adira, one
of the first credit/multi-finance enterprises established in 1991, is popular
among the middle- and lower-income groups, ranking second after FIF
Group. BCA Finance, affiliated with BCA Bank, has target groups
comprising mostly entrepreneurs, the middle and upper-middle class and
executives within urban areas. Employees, professionals, enterprises and
corporations make up the core categories of consumers for BCA Finance.
BCA Finance and FIF Finance are used to finance loans for motorcycles
and car purchases, especially. BCA Finance appears to offer the best
deals for financing car purchases.

Astra Sedaya is part of the ACC or Astra Credit Companies and
advertises itself for automobile financing and heavy-equipment vehicle
financing. It offers insurance services and maintenance services that are
included in the instalment scheme, and is popular among entrepreneurs
such as contractors and developers, as well as the middle class in urban
areas.

Adira Dinamika Multi Finance (ADMF) is a multi-finance company
providing largely automotive (cars and motorcycles) loans to mostly the
middle to lower segment. ADMF is majority-owned by Bank Danamon
(now majority-owned by MUFG from Japan) (Putri and Wareza 2019).
Adira offers loans for purchasing cars, motorcycles, furniture, electronic
equipment and household appliances, and hence is popular among
women (especially housewives) as well as the upper-lower income
group. Adira also provides online Syariah services, targeting the Muslim
population, and has been diversifying its products and services to include
investments, entrepreneurial capital and multi-finance.

BFI Finance is owned by local shareholders and Hanover Leasing
Corporation, and went public in May 1990. BFI is also largely a provider
of financing for cars and motorcycles, specializing in second-hand or
used four- and two-wheelers. Adira, in contrast, largely focuses on new
cars and motorcycles. BFI Finance is chosen by entrepreneurs and those
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in higher-income groups. BFI specializes in credit disbursement for
investments, for MSME business start-ups and for purchasing capital and
productive assets such as machinery and heavy equipment. It is clear that
entrepreneurs are the main target group for BFI Finance.

Where Online Lending Services are concerned, Akulaku and Kredivo
are popular due to their strong marketing campaigns, whereas GoPay
Paylater and Shopee Paylater are popular due to their affiliations with the
already popular E-wallets GoPay and ShopeePay, which collaborate with
numerous merchants, food and beverage outlets and delivery drivers
(Figure 12). GoPay and ShopeePay have direct links to the GoPay
Paylater and Shopee Paylater applications, facilitating easy access and
one-stop service. Akulaku, GoPay Paylater and Shopee Paylater are the
top three online lending platforms among those in the lower-income group
due to their extensive online and offline marketing campaigns, quick
assessment and disbursement process, and adaptive payback period.
They disburse credits up to Rp30 million. Akulaku, GoPay Paylater
and Shopee Paylater also have attractive features such as instalments,
discounts, cashback and the absence of a down payment. The popularity
of online insurance, BNPL and business loans among the upper-income
group stems from their rising demand for insurance, small-scale business
loans and vehicle/household appliance instalments. These upper-income
groups can afford the above luxuries and enjoy the ease and convenience
of paying through online applications while tracking their orders.

The Mutual Fund Investment application most widely used in
Indonesia is Bibit (Figure 13). Bibit and Ajaib are quite popular due
to their marketing campaigns, accessibility and popularity among
employees, university students, professionals and retail and first-time
investors. Bibit thus functions as a marketplace for various mutual fund
investment platforms managed by diverse investment managers, and
caters for low-risk, money-market investments, high-risk, corporate-
stock investments, fixed-return investments, and mixed investments.

Other mutual fund investment applications, such as Koinworks and
Amartha, are also available (Figure 14). Koinworks services more urban
populations, while Amartha services more rural and peri-urban areas.
The majority of their clients are MSMEs.
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Finally, fintech applications appear to be more prevalent in Greater
Jakarta than in other provinces. This may be because of greater ICT
availability and higher salary/income in Greater Jakarta compared to
other provinces (Databoks n.d.). The abundance, speed and density of
information flow in the Greater Jakarta area also influence decisions
to donate online and speed up the collection and disbursement process
while helping to ensure the transparency and accountability of donation
organizations. Better ICT infrastructure makes fintech services more
readily available, accessible and affordable for populations within the
Greater Jakarta area.

CONSTRAINTS FOR FINTECH ADOPTION

Networking is one of the reasons for digital and fintech adoption.
Users see the correlation between fintech adoption and the multi-lateral
opportunities they engender. Nonetheless, their adoption of fintech
and digital technology, as well as their bulk of informal work, remains
essential for the objective of subsistence rather than capital accumulation
(Friedman 1992).

Emerging issues and contentions related to fintech use include fake
E-Commerce accounts/businesses, fraudulence in E-wallet payments,
fraudulent goods and services, and extortion in instalment payments
by unauthorized online lenders. Survey respondents in Figure 15 and
Figure 16 noted that the six primary factors impeding the use of fintech

EEINT3

include “afraid of fraud/scams”, “afraid of the risk of personal data

<

leaks”, “afraid will be wasteful in spending money” or “afraid that it
will lead to ‘addiction’ to uncontrollable spending”, “unstable network”,
“afraid will be entangled in debt” and “afraid of legal risks involving
fintech”.

Respondents are more afraid of data leaks than fraud (Figure 17).
This shows that respondents are quite digitally literate, have quite good
access to information, and are linked to ICT social networks. Moreover,
since fintech users and ICT professionals are greater in number within the
Greater Jakarta area than in other regions, crimes involving fintech are
much more likely to be noticed by those in the Greater Jakarta area. Fear
of fraud and data leaks do not deter enthusiasm in experimenting with
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fintech. Nonetheless, there is the need to feel more secure and digitally
literate when using fintech. Hence, government roles for mainstreaming
and mentoring vulnerable groups for safe, adaptive and enabling fintech
use are necessary. The Ministry of Information and Communications
and the Ministry of MSMEs currently work with community groups and
MSME owners to educate them on the benefits and potential liabilities
associated with fintech use. Minister of Communications and Informatics
Regulation No. 20 of 2016 (Regulation 20/2016) on Personal Data
Protection on Electronic System is currently being used by the House
of Representatives to draft new legislation for consumer data protection
called the Codified Personal Data Protection Law (PDPL Draft) which
will be enacted as law in the near term.?

ENABLERS FOR FINTECH ADOPTION

Empirically, we want to understand the relationship between the usage
of a particular fintech app and individual user socioeconomic and
psychological factors. For this, the logistic model can be used to estimate
the probability of a certain fintech app (i.e., M-banking, E-wallet, lending,
investment, and donation app) being used by the respondent. The model
controls individual-specific characteristics, such as age, gender, income,
job type, and residential area. It also includes psychological variables,
such as feeling in control, being afraid of data leaks or fraud, and being
worried about being extravagant or trapped in unsustainable debt. (See
Appendix 1 for more detailed estimation procedures.)

Overall, the estimation results show that having many choices for the
needed financial services and feeling in control increase the probability of
an individual using fintech applications. These variables are statistically
significant and positive in all model estimations. Table 1 summarizes the
determining factors underlying individual preference to use particular

$ More analysis on fintech regulations in Indonesia, the institutions responsible
for supervising fintech enterprises and the fintech licensing processes will be
covered in a forthcoming ISEAS Perspective.
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fintech applications. For instance, those who have higher education
(university graduate) and have a full-time job have a higher probability of
using M-banking since they are part of the banked population, by virtue
of education and, therefore their occupational grouping. Young women
have a higher probability of using E-wallets, while young and higher
educated men prefer to use investment apps. Higher educated women
also have a higher probability of using donation apps.

Social and economic stratification influence fintech inclusion among
Indonesia’s medium-and low-income communities, with fintech being
most accessible and widely used among small- and medium-scale
producers/traders who capitalize on their personal goods for profit and
are embedded within both the value chain and production chain network.
Fintech is also widely accessible and adopted among professionals,
private and public sector employees, university students, academicians,
wholesalers and retailers (through platforms such as E-Commerce,
E-wallet, Online/P2P Lending, Insurance, BNPL, Credit/Multi-Financing
and Investments). Fintech is somewhat accessible and somewhat adopted
among micro home industries, women-headed MSMEs and women-
headed households of the lower- and low-middle income brackets; this is
probably due to the tendency for women to experience cyberphobia when
using digital platforms and digital technology. Blue-collar men who are
embedded in the production chain and own capital have a much higher
propensity for adopting fintech (e.g., GoJek drivers who pay instalments
for their vehicles) compared to their pink-collar women counterparts in
the same social strata (e.g., women sweatshop/textile workers who are
also cosmetics, clothing and accessories resellers/retailers). MSMEs in
urban areas are much more likely to adopt fintech than those in rural
areas, whereas agricultural commodity traders and farmers are much less
likely to adopt E-Commerce and fintech compared to MSME:s in rural
areas.

Survey results in Figure 18 and Figure 19 suggest that the top three
motivating factors for fintech adoption are easy access to financial services
and business financing, convenience/accessibility, and accelerating
business for income generation. This finding is not surprising given that
the top four groups of survey respondents are private employees, MSME
owners/entrepreneurs, students and housewives.
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Fintech use for lifestyle and consumption purposes provides
users with identity recognition, validation and differentiation. This
type of fintech user usually has one to two E-wallets, uses one to two
E-Commerce platforms for making purchases, and is affiliated with one
BNPL or online credit enterprise. In general, data leaks and fraud do
not deter interest in fintech adoption, and the momentum for the use of
E-wallet, Mobile Banking, BNPL and Multi-Finance is still growing at
a steady rate, and investment platforms are slowly gaining trust from
employees outside the professional circle.

The hallmark of social and economic empowerment includes living
beyond subsistence, participating beyond consumption, and striving
towards capital accumulation, investments and business development.
Government protection measures for MSMEs and for businesses from
the lower-income group incorporated into the supply chain network and
the digital economy (through mainstreaming, government aid/subsidy
and tax refund) are essential for their empowerment. Digital and fintech
platforms are one of the drivers for transforming groups and communities
from the former to the latter, hence fostering upward social and economic
mobility. The move from subsistence and consumption to capital
accumulation and production by way of digital and fintech platforms
is incremental and influenced by external push factors as opposed to
internal pull factors. The need for fintech for personal branding, capital
acquisition and efficient production comes at a later stage after having
experimented with fintech and the digital economy for some period
of time. Nonetheless, household debt can become a problem with the
proliferation of fintech enterprises, given the difficulty of assessing the
household finances of potential fintech users.

Typically, the average user adopts fintech due to the increasing options
for desired financial services and their convenience (Figure 20). Fintech
adoption is only indirectly linked to financial and entreprencurial capital
acquisition. Convenience, range of choice, financial and digital literacy,
networks and formal/informal support systems all play intermediary roles
in fintech adoption. The correlation between motivation for adopting
fintech and awareness for network expansion through fintech is indirect.
Nonetheless, MSME owners are very cognizant of the impact that digital
and fintech adoption can have on business expansion.
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CONCLUSION

Social and economic stratification influences fintech adoption and the
motivations behind them. In general, this study suggests the popularity
of Mobile Banking/Online Payment, E-wallet, Multi-Finance/Credit and
Buy Now Pay Later platforms over Investment, Donation and Online
Business Loan platforms. It also suggests that having many choices for the
needed financial services and feeling in control of their economic activities
encourages people to use various fintech applications. Unsurprisingly,
preferences vary across demographic and socioeconomic groups. For
instance, men are more likely to use investment apps, while women are
more likely to use E-wallet and lending apps. Generations Y and Z are
more likely to use E-wallet and investment apps than the older generation
(Generation X). Those with higher education (post senior high school)
are also more likely to use fintech, especially M-banking, investment
apps and donation apps, compared to those with lower education. And
people who have full-time jobs are more likely to use M-banking and
investment apps than those without full-time jobs. Finally, lower-income
groups are more likely to use E-wallet apps, while the higher income
groups are more likely to use M-banking apps. In short, the propensity
to use fintech apps and the types of fintech apps used depends on one’s
position in society, and our study shows that this is determined not simply
by socioeconomic status as measured by income, but by other factors
such as age and education as well.

Our study indicates that fintech use is not directly associated with
expanding the social web. That means that people do not initially think
of fintech as a means to broaden their network. However, those who
use fintech for social activities tend to install E-wallet, donation and
investment apps.

While all fintech users are worried about data leaks and fraud, there
are positive and statistically significant associations between these
concerns with fintech use. One possible reason for this is that worries
about data leaks do not stop people from using fintech, but instead make
them more careful and well-informed. In other words, while it may not
be straightforward that fintech is socially empowering, respondents
have continued to use fintech tools and they are not ignorant of the

41



potential dangers involved. Perhaps this is due to the more extensive
and mature ICT infrastructure and more prevalent use of ICT in the
Greater Jakarta Area, which suggests fintech adoption in Indonesia will
grow in tandem with the development of ICT infrastructure throughout
the country.
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APPENDIX: A LOGISTIC MODEL FOR
FINTECH ADOPTION

This section analyses the relationship between the usage of a particular
fintech app and individual user socioeconomic and psychological factors.
We use logistic regression to empirically verify the factors affecting
personal decisions to use fintech. Table A1 shows a list of dichotomous
dependent variables used in the model. Y1-YS5 are dependent variables
concerning usage of different fintech platforms, i.e., M-banking,
E-wallet, lending, investment, and donation. Y6-Y7 are dependent
variables concerning fintech usage for social activities and expanding
one’s network. Finally, Y8-Y9 are dependent variables concerning one’s
perception of data security and fraud related to fintech usage.

Table A2 shows a list of independent variables used in the estimation.
It covers individual-specific characteristics such as age, gender, income,
job type, and residential area. It also covers some psychological factors,
such as feeling in control, being afraid of data leaks or fraud, and being
worried about being extravagant or trapped in unsustainable debt, among
others.

Overall, the estimation results show that having many choices for the
needed financial services (KAT CHOICE) and feeling in control (KAT
TAKE CONTROL) make people like to use various types of fintech
applications. These variables are statistically significant and positive in
all model estimations (Table A3).

Table A3 shows that men tend to like investment apps, while women
tend to like E-wallet and lending apps (KAT GENDER). Younger people
(Generations Y and Z) tend to like E-wallet and investment apps (KAT
AGE). Those with higher education (post senior high school) tend to
use fintech more, especially M-banking, investment apps and donation
apps (KAT _EDUC), compared to those with lower education. And
people who have full-time jobs tend to like fintech, i.e., M-banking and
investment apps (KAT JOB). Finally, lower-income groups tend to like
E-wallet apps (KAT SES), while the higher income groups tend to like
M-banking apps.

Location variable (KAT AREA) stands out as significant in all
estimations (Table A3). It shows that those living in the Jabodetabek arca
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have a higher probability of using fintech platforms than those outside
Jabodetabek. Later we re-estimate the model using the Jabodetabek
sample to check the robustness of the estimation results.

Table A4 indicates that fintech use is not associated with expanding
social networks (KAT BROADEN NETWORK). However, people who
use fintech for social activities (KAT SOCIAL ACT) tend to install
E-wallet, donation and investment apps. All fintech users are worried
about data leaks (KAT DATA LEAK) and fraud (KAT FRAUD). There
are positive and statistically significant associations with fintech use.
One possible reason for this is that worries about data leaks do not stop
them from using fintech but instead make people more careful and well-
informed. This observation requires further study.

The following section looks at the case of Jabodetabek. We re-
estimate the same model specifications on the Jabodetabek dataset. We
find most of the results are consistent with previous findings using the
full dataset.

Similar to the previous story, the estimation results show that the
feeling to have many choices for the needed financial services (KAT
CHOICE) and feeling in control (KAT TAKE CONTROL) encourage
people to use various types of fintech applications (Table AS).

Also, men tend to like investment apps, while women tend to like
E-wallet and lending apps (KAT GENDER). Younger people tend to
like E-wallet, investment and donation apps (KAT AGE). Those with
higher education (post senior high school) tend to use fintech more
than those with lower education (KAT EDUC). And people who have
full-time jobs tend to like fintech, i.e., M-banking and investment apps
(KAT JOB).

What is interesting in Jabodetabek is that income (KAT SES) is not
significantly associated with the probability of fintech use. One possible
explanation is that the widespread access, better ICT infrastructure,
and broader network effect have provided equal access to all levels of
income groups. This indicates that equal access to fintech has led to a
more inclusive society in Jabodetabek.

Corroborating the previous finding (with full dataset), Table A6
shows that fintech tends not to be used to expand social networks
(KAT BROADEN NETWORK). Nevertheless, people still use fintech
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for social activities (KAT SOCIAL ACT), mostly through donation and
investment apps.

And confirming the previous story with the full dataset, in the
Jabodetabek case, all fintech users are worried about data leaks and
fraud. There are positive and statistically significant associations between
concern of data security and fraud risk with fintech use.
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