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ABSTRACT

The lack of understanding of the financial capital of the creative economy regarding non-bank financial institutions
limits the growth of Indonesia’s creative economy. Strategies through policies, capital owners, creative economy
players and bring together capital owners with players. The capital of the creative economy is represented on the
criteria: entrepreneurial characteristics, product/service characteristics, market characteristics, and financial
characteristics. The method used is a qualitative analysis and quantitative analysis which starts from data
collection, data analysis, participatory discussion, drawing conclusions, formulating policies and stakeholder
synergy. The startup mentoring scoring instrument is a framework for investor s decision making to invest in the
startup. 3 scoring elements of mentoring startup scoring: Product & key person with a weight of 55%, Traction
with a weight of 25%, and Investment with a weight of 20%. Primary data were obtained by participatory
observation, field studies, and key informant interviews through startup mentoring programs, workshops, and
startup competitions. Results: Among 20% of startups pitched in front of investors, there are 11% of startups that
investors interested in and got funding from a consortium of Indonesian and foreign venture capital companies.
Matchmaking activities increase added value, and the implemented policy also increases added value.
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INTRODUCTION

The creative economy sector is expected to be able to increase the contribution of the Gross Domestic
Product (GDP) in the Creative Economy (Ekraf) sector, employment of the Ekraf sector, the number of businesses
and an increase in exports of products or services. The creative economy has characteristics related to value chains
that contain intellectual property. Capital is one of the crucial things in building a creative-based business. The
creative economy at least experiences a number of obstacles in terms of funding. First, the majority of creative
economy businesses are unbankable: they have not been able to meet the requirements desired by banks. Second,
the assets of the creative economy business players are intangible: those that are not physical in nature so that
financial institutions cannot be accepted at this time. As a result of the intangible creative economic assets, often
financing in this sector is considered to have a high enough risk and difficult to predict. In addition, cash flow in
some sectors of the creative economy is also unstable. Sometimes it is very high, but at other times it is low.

Some things related to the lack of understanding of the capital of the creative economy, especially from
non-bank financial institutions, especially venture capital, which limits the creative economic growth space of
Indonesia. Therefore, communication and coordination with stakeholders such as the Financial Services Authority
(OJK), investors, prospective business partners, creative economy players, and the need of incentives for investors
or investors who will and have invested in the creative economy sector, including for start-ups, need to be improved.

When viewed from the perspective of Business Phase Financing for creative economic players, they are
grouped in the initial phase, the development phase, the consolidation phase, and the saturation phase. In the
initial phase of startup or startup companies generally or commonly referred to like the idea phase and the seed
phase as well as some early phases. In the idea and seed phase, a non-banking capital source scheme is required,
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including (1) government funds (government assistance); (2) the Corporate Environment Development Program;
(3) investment from business incubators, angel investors and (4) own capital, crowdfunding from friends, relatives,
and others. In this phase, the possibility of obtaining financial capital resources from venture capital is still small,
because the risk is still high in passing the valley of death of the business (the valley of death).

The Challenge of Capital Access Ekraf is illustrated from the results of a survey conducted by the Central
Statistics Agency in 2016, namely the capital status of creative economy entreprencurs who tend to use their
own capital rather than utilizing investment facilities, schemes or loans. From this phenomenon, it is necessary
to carry out a special strategy to provide attractive facilities for creative economy entrepreneurs to utilize capital
assistance from the government and non-government, especially investment schemes, government assistance, and
loan schemes.

Research of the Access to Financial Capital Program Strategy, which is to bring together owners of funds
or investors with creative economic players. There are four strategies carried out in the capital access program,
which are related to (1) policy, (2) the side of the capital owner (supply side), (3) the side of the creative economy
(demand side) and (4) bringing together the supply side and demand side (matchmaking) including support
activities. Figure 1 below explains the access to capital.
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Figure 1 Conception and Implementation of the Creative Economy Capital System
Source : Bekraf, (2017), modified

Demand-side is facilitation for creative economic players in the form of capacity building, especially on
matters relating to business knowledge and financial management. Demand-side activities include workshops,
conferences, competitions, talk shows, pitching and classes in various regions in Indonesia which are carried out
to develop access to financial capital for creative economic players.

Supply-Side is an approach to capital owners by conducting discussions, consultancy, or advocacy so that
capital owners know and understand, so they are interested in channeling their capital to the creative economy
sector. Examples of supply-side activities are how to invest in (16 sub-sectors) and philanthropic agnostic programs.

Match Making is an interaction or intermediation between the owner of the capital with creative economic
players. An example of a matchmaking activity for an investment scheme is pitching business which is facilitated
to bring investors together with startups. Examples of matchmaking activities for investment schemes through
business pitching are facilitated to bring investors together with startups, including Pitching at Final Startup Pitch
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Day, Pitching at IdeaFest, Pitching at Foodstartup.

A policy is a series of instructions from the decision-maker to the policy implementer that explains the
objectives and ways to achieve them. For the policy to function effectively, it is necessary to have an “instrument
or tool” for its policy (policy tools or instruments), which is a set of steps or actions taken by the government to
realize the established policy. Each (or a combination of several) policy instruments usually involves (contains)
at least 3 (three) aspects, namely: 1) Legal devices: concerning the legal aspects that support it (underlying it);
2) Institutional setting: relating to the institutional structure (organization) involved, function and organization
(structure and relationship or interaction between players); 3) Operational mechanism (operational mechanism):
related to patterns, methods, and procedures as well as the implementation process in practical implementation.

Sources of capital, in general, can come from equity or private capital and loans both bank loans and non-
bank loans, for example from non-banking creditors and investors. The financing problems that are often faced by
creative economic players include (1) unable to access loans from the banking sector because the characteristics
of the creative industry are intangible so that they cannot become collateral and (2) business risks that cannot be
measured and estimated properly. Therefore the creative economy needs a financial institution that can provide
capital to finance the idea creation process. Funding sources are divided into two types namely public which
consists of 1) Public Funding (APBN: Fiscal incentives, International Grants, Ministry / Government Institutional
Expenditures, Financing: Interest subsidies, Guarantee funds, Revolving funds, APBD: Derived from provincial
government funds, district or city government); 2) Non-Public: Business (Corporate Social Responsibility / CSR),
Philanthropy, Crowdfunding, Non-Government Organizations (NGOs), Multilateral, banking, Non-Banking and
Financial Technology, Venture Capital, Crowdfunding Equity, Stocks, Angel Investors.

If based on the scheme, the type of funding is divided into equity capital, grants, and loans. The following
is a quick look at some funding alternatives consisting of 1) a grant scheme which is funding production activities
at the idea and seed stage can also be through funding that is of an aid or grant nature. Grant funds can come from
corporations, philanthropy, government, crowdfunding; 2) Corporate Social Responsibility (CSR) & Philanthropy.
Private sector participation and synchronization in funding schemes through CSR and philanthropy can be
financing solutions for the development of the creative economy; CSR is an initiative and effort of the private
sector in conveying concern for social issues in the community. It can be directed to help the country achieve
its national agenda targets. Philanthropy is the voluntary act of giving money or other forms (charity) to others
voluntarily and without pressure to the needy; 3) Crowdfunding which is defined as collective funding in general,
the funding mechanism by the public which is mediated by certain portals or websites. Crowdfunding provides an
alternative source of new funding. Crowdfunding service providers act as vehicles to access resources by utilizing
social networks and online media; 4) Government Assistance that does not meet the criteria for social assistance
provided by the Government to individuals, community groups or government / non-government institutions; 5)
Loan schemes that can come from various sources, including from LPEI (Indonesian Export Guarantee Agency),
LPDB (Revolving Fund Management Agency), KUR (People’s Business Credit), partnership programs from
SOEs coordinated by the Ministry of SOEs and commercial loans others such as the People’s Business Credit
Program (KUR), the Indonesian Export Financing Agency (LPEI), the Revolving Fund Loan Institution (LPDB);
6) Non-Bank Financial Institutions - PBMT Ventura which is a non-bank financial institution that is managed with
sharia principles. This institution provides financial services for micro and small entrepreneurs that are channeled
through the BMT network. Other products are technical assistance, research, innovation, and networking,
7) BUMN Partnership Program which is an important source of financing for the success of a business. One
alternative source of non-banking financing that can be utilized by businesses is the Partnership and Community
Development Program Fund from SOEs (PKBL).

The Investment Scheme consists of 1) Venture Capital which is a financing business through capital
participation and/or financing for a certain period in the context of developing a business partner or debtor; 2)
Equity Crowdfunding which is equity, investment or called Equity-based crowdfunding is a concept in which
creative entrepreneurs offer ownership rights in the form of shares in return for contributions made publicly. 3)
Angel Investors are individuals or groups of people who have the financial strength and are willing to provide an
injection of funds for a new company; 4) Financial Technology (Fintech) which is explained in the figure below.
Of the 6 areas illustrated, only 4 areas are related to capital access, namely insurance, deposits & lendings, capital
raising, and investment management.
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Figure 2 Fintech Industrial Area
Source: Acknowledgement World Economic Forum, 2016

Information technology has been used to develop the financial industry that can encourage the growth
of alternative financing for the community. The financial capital of a creative economy that is competitive is
represented by the criteria of startups that are eligible to use venture capital, including: (1) Characteristics of
entrepreneurs; (2) Product / Service Characteristics; (3) Market Characteristics; (4) Financial Characteristics
(Hudson and Evans in the Journal of Economic and Social Policy, Vol.10, Article 3, 2005).

Regarding supply-side capital access, an approach and introduction to sub-sectors, value chains, and creative
economic sector policies are carried out. Meetings with stakeholders and Engagement of Stakeholder Commitment
Support by representatives of venture capital, banking, financial technology, philanthropic associations, angel
investors, CSR, LPDB, Venture PBMT, and others. In addition, a scenario is discussed to invest in startups that
win the competition by first mentoring the capital owner and at the same time making a draft selection and
curation mechanism for startups participating in the competition.

Related to demand-side capital access, various kinds of program socialization, workshops, making pitches
& pitching, conferences, competitions in various regions in order to increase the capacity of creative economic
players. Included in the demand side is strengthening the capacity of creative economic players in financial
management, innovation, and entrepreneurial management, risk management and others.

Through a series of meetings, an Investment Matchmaking Instrument was created through business
pitching that brought investors together with startups. Startup Mentoring Assessment Scoring is is a framework
of investor decision making to invest in startups, where previously investors were given the opportunity to get
to know startups through mentoring programs. There are 3 elements of Mentoring Startup Assessment Scoring,
namely (1) Product & Key Person; (2) Traction; and (3) Investment where the weight for Product & Key Person
is 55%; Traction is 25% and Investment is 20%.
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SCORING SHEET MENTORSHIP STARTUP

Table 1 Startup Mentoring Assessment Scoring
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Source : Food Startup Indonesia (2017), modified
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METHODS

The method used is a qualitative analysis that starts from data collection, data analysis, discussion of
participation, focus group discussion, interactive analysis, drawing conclusions, and making (recommendations)
policy and stakeholder synergy or collaboration.

Primary data obtained by participatory observation (participatory observation), field studies and interviews
with key informants (key informants). Activities undertaken in obtaining primary data include (1) Startup
Mentoring Program; (2) Workshop: Valuation, Equity Stake Offering & Negotiation; (3) Startup Competitions
and Conferences. Secondary data sources are used to support information obtained from source of references,
literature, previous research, books, reports on activities held by libraries and so on. To assess the validity of
qualitative research data, conducted: 1) Triangulation which in this credibility test is interpreted as checking data
from various sources in various ways and at various times. Triangulation of multiple researchers is the involvement
of several researchers in the analysis process in a Focus Group Discussion (FGD) by using professionals who
master specific techniques with the belief that experts from different techniques bring different perspectives; 2)
Using reference material referred to by reference material here is a support to prove the data that has been found
by researchers. The references used in this study are in the form of interviews and documentation; 3) Conduct peer
debriefing Examining data by conducting discussions, exposing temporary results or the final results obtained by
discussions with peers. 4) Conduct a member check to review the results carried out by the FGD resource person.

RESULT AND DISCUSSION

Capital owners include venture capital associations, banks, financial technology, and financial technology
company associations, philanthropic associations, angel investors, corporate Social Responsibility (CSR)
companies, LPDB (Revolving Fund Management Institution), PBMT Ventura (Capital of Baitul Mal wa Tamwil
Ventura) committed to being a mentor and investing capital in an attractive startup, participating in organizing
competitions, startup conferences in order to support a conducive startup ecosystem.

From the demand side, data collected from various non-banking capital access activities for startups from
2016 to 2017 amounted to 100 startups (30 Pitch Day Startups; 40 Indonesian Food Startups; 30 Startup World
Cups). Of the 100 startups collected, 20 startups were selected in matchmaking through a startup mentoring
program.

The startup follows up on the mentoring program by i) making improvements is advising the mentoring
and continuing to develop (making continuous improvement); ii) do business matching with the link obtained;
iii) complete the product; iv) grow our business, and pivot to reach revenue; v) run the business and prepare the
product for even better.

Capital access activity from the supply side is expected to make capital owners: Commit to being willing to
become a mentor and invest their capital in the startup. The owners of capital include venture capital companies,
banking, financial technology, philanthropic associations, angel investors, CSR, LPDB, PBMT Ventura.

- R AR AR R Rl G RA AR G BT e AR
KBPE FT START U, SERMACOAL S A, FELAKL SXEMGNM KREATIE (SKRAS)
DriR BERKRAT UNTUK PENINGEATAN DAYA RAINDG INCHOMNMERLA

Figure 3 Sigantures of a Commitment to Stakeholder Synergy Policy and BEKRAF to Improve Indonesia’s
Competitiveness
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Matchmaking capital access activities are expected to increase the added value of both startups and capital
owners, including i) provisioning pitching preparation & suggestions to fix problems in startup; ii) how to pitch
in a good way; iii) to gain a deep understanding of how to raise funds, share knowledge, fundraising, networking;
iv) networking with player and investor industries; v) understand market needs & investor desires, and expand
the network.

Table 2 Overview of Startup Characteristics of Mentoring Program Participants

. Business . .. . Fundin
No Platform Catagories Revenue Model Differentiation Tractions g
Model Stage
Website & Apps Can be access online, 1.500 customer base & Bootstr
1 (Android & Healthtech B2B & B2C Subscription low price, easy to 200 active users An 0(1) Isnvapjt -
i0S) use, & standardized.  (Aug—Sept 2016) gel investo
Website & Apps Subscriptions based Low price. qualit 48 Hotel Loan without
2 (Android & Travel B2B on hotel number of W price, quality - (Jun — Sep 2016) .
. service, more feature interest
i0S) rooms
Added val . 332 items sold
Margin from each temes tgi;ﬁ d(rgel Zlgf (Aug-Sep 2016) Seed (Angel’s)
3 Website E-Commerce B2B, B2C item (ranged from 10 every purchase) with &
to 40% of prices) P . A Series
same prices.
Hardware, ' ‘ Focqsed on shrimp 10 pllpt projects, Bootstrap,
. Device Selling, farming, affordable, 5 devices used & .
Website & Apps Internet of S . looking for
4 . . B2B, B2C subscription, more features (data 2 devices sold.
(Android & Things . . L. seed and A
. maintenance fee analysis & decision  (Mar-Aug 2016) .
i0S) Series)
support maker)
Revenue sharing, . . 2.363 friends Facebook
conventional Low price, high & 35 Active Users
5 Website Healthtech B2B & B2C L. ’ quality service & one Seed
training, (Aug — Sep 2016)
to one replacement.
hypnotherapy.
. Hardware:
Provides hardware .
+ ; -
Website, SDK, Hardware loT B2B, B2C, Selling hardware devices complete 1000 device sold; Pre-Seed
6 (Internet of A . . Backend: (Angel), Seed
Hardware . End to End pack, Subscription  with mobile backend
Things) . +1.300 user dev; 700 Investment
as a service (mBaaS) .
mobile app manage.
Culinary, Medium price, Average Selling 1.500  Seed (Angel’s)
7 Website Citizen People ~ B2B, B2C Selling product uniquely package, ~ Pax/months from Des to &
Metropolitan delicious, exclusive. ~Aug2016. A Series)
More selections, 300+ merchant join
. offers workforce, in one month, 2773
Food, Fashion,
Apps Entertainment Premium and help merchant, members, from May A Serics /
8 (Android & > B2C & B2B . unique user one user 2016, 216 convert to
. Health, & membership,Ads. Seeds
i0S) for one best deals,  annual member, 8%
Beauty . ; .
offline exclusive convention rate from free
engagement program  user to member.
Website & High Quality Revenue from
Mobille App Education . Service, Using subscription s
? (Android & (SaaS) B2B2C Subscriptions Mobile Appsand ~ (Aug — Sept 2016) Seed (Angel’s)
i0S) SMS Gateway.
World’s fastest Revenue from 2013 up
st & A Fston,
10 (Android & (17-35 Years B2C g quaisy, ° : Sceds
. Fashion thousands of design
i0S) Old) S
combinations, money
back guarantee.
Low Minimum All in Mar-Aug 2016
Order, Quality 100+ fashion, Brand R
. . Fashion .o Service, Competitive ~ Satisfied, 30%+ reorder, Seed (Apgel )
11 Website Fastion . B2B Commission . .. . — still
Service Price, Revision 400+ product delivered, fundraisin
Guarantee, Economy 500+ home based tailor &
Sharing Concept. registered.
Based on popularity, 500.000+ monthly page
. Social gamification views and  23.000+ .
12 We?:ﬁf;ﬁ)pps Media and C2C, B2C Premium & Ads. features, local Monthly Active Users. Stztiiic
Community content (language 70.000 registered users. P
sticker, etc.).
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Better content, As Per Sep 2016,

Website & Apps higher quality 650.000+ users, 4.500+

Muslim in the Premium,

13 (Android & B2C . cheaper more daily  active  users, Seed funding
i0S) World Scholarship, Ads. effective and more 2,700+ buyers.
efficient.

Website & Apps Commission & Low Price, relevant ~ 19.000  tracing  users
14 (Android & AdTech B2C ° N audiences + targeting  (J ul 2015 — Aug 2016),  Seed-funded

i0S) Targeted Ads. + measurability. 50.000 Registered Users.
- More than 1,856 orders
processed, 600% growth
Low price, high in 1 year (from June

. Production margin quality, free delivery  2015) .

15 Website & Apps GenY & Z B2C from production cost cost, many design - More than 5.000 nothing
templates. average unique visitors/
month.

Source: Secondary data, processed

Based on this analysis, it is evident that the first element (the formidable team and the product it produces)
is very significant (weighting 55%), while the traction (trace evidence that the product is in demand by the market
and already has a user or user downloaded, there is revenue, user likes, and innovating) weighs 25%. During this
time many startup products are in the form of prototypes (products that are still in the development stage) or MVP:
Minimum Viable Products (Products that are ready with minimal features that aim to be tested to the market),
therefore successful startups usually make improvements to their products arrived at MVP and traction. Whereas
the third element is Investment that the Creative Economy Startup has received capital or investment, and the
latest has also received funding from a consortium of Indonesian and foreign venture capital companies.

CONCLUSION

Optimizing access to financial capital of creative economy for startups towards global competitiveness will
be realized if 1) There is an increase in the capacity of creative economy players related to business knowledge
and financial management through conferences, competitions, pitching: a) pitching preparation & suggestions
to fix problems in startups; b) how to pitch in a good way; c) networking, knowledge sharing, fundraising; d)
networking with player and investor industries; ¢) understand market needs, investor desires, expand networks; 2)
Increasing the added value of creative economy players after increasing their capacity makes startups competitive;
3) Committed capital owners are willing to become mentors and invest their capital in startups. Supply Side is
an approach to capital owners by conducting discussions, consultancy, or advocacy so that capital owners know,
understand and are interested in channeling their capital to the creative economy sector; 4) Matchmaking activities
increase the added value of both startups and capital owners. Matchmaking is an interaction or intermediation
between capital owners and creative economic actors such as pitching business which is facilitated to bring
investors together with startups; 5) Policies to increase added value for both startups and capital owners. The
policy is a series of instructions from the decision-maker to the policy implementer that explains the objectives
and ways to achieve it, including Regulation of the Head of Creative Economy Agency Number 10 the Year 2016
is a policy on Government Assistance to support the capital of startups during the seed phase or initial funding for
startups has gone through the curation committee evaluation; 6) Creative Economy Startups have received capital
or investment, and most recently also received funding from a consortium of Indonesian and foreign venture
capital companies.
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