TN
)

ne

I M)

(MM

Revenue Journal: Management and
Entrepreneurship

i .

P

T . e ot U L e

Revenue Journal: Management and Entrepreneurship, vol. 1 (1), pp. 64-75, 2023

Received 15 August 2023 / published 08 Nov 2023
https://doi.org/10.61650/rjme.v2i1.245

Digital economy and financial
inclusion in reviving the national
economy: A Management Strategy

Dian Sudiantinil®, Putri Puspita Rizky?, and Anurag Hazarika3

1Universitas Bhayangkara Jakarta Raya, Indonesia
2Universitas PGRI Wiranegara Pasuruan, Indonesia

3Tezpur Central University, Assam, India

*Corresponding author: madhusami1000@gmail.com

KEYWORDS

Digital Economy
Economic Recovery
Governance
Transaction
Activities

ABSTRACTThis research aims to analyze the role of the digital economy and financial
inclusion in accelerating Indonesia's national economic recovery. With increased
funding allocations for economic recovery, the Indonesian government is facing
fiscal challenges, including diverting budget from the health sector. This research
uses a qualitative research design with a literature review method to evaluate
national economic recovery strategies. The focus of this research is on start-up
companies and individuals with digital funding accounts. The research results show
that a digital economic ecosystem supported by better financial inclusion can
accelerate the process of national economic recovery. These findings emphasize the
importance of developing integrated management strategies to support small and

medium enterprises and expand access to digital financial services.

1. INTRODUCTION

The digital economy and financial inclusion have
become increasingly relevant topics along with
developments in information and communication
technology (Clarke, 2019; Jun, 2022; Zhong, 2022).
Previous studies show that the adoption of digital
technology in the economic sector can provide a
significant boost to economic growth. However, the
challenge faced in this research is the lack of a
comprehensive understanding of how the digital
economy and financial inclusion can be effectively
integrated to support national economic recovery
(Degen, 2017; Kristoffersen, 2020; Kurniawan,
2022).

Empirical studies show that countries with high
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levels of financial inclusion tend to have better
economic resilience (Grohmann, 2018; Jones, 2008;
Lopez, 2018). For example, the study by Demirgii¢-
Kunt et al. (2018) revealed that increasing access to
digital financial services can reduce poverty levels
and increase financial stability (Célerier, 2019).
However, in Indonesia, the main challenges in
achieving financial inclusion are limited digital
infrastructure and low financial literacy among the
public.

In the current digital era, the role of the digital
economy and financial inclusion is becoming
increasingly crucial in accelerating national
economic recovery, especially in Indonesia (Luo,
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2023; Ranta, 2021; Yin, 2019). This research aims to
evaluate how the use of digital technology and
financial inclusion can be an effective management
strategy in overcoming post-pandemic economic
challenges. The strength of this research lies in its
specific focus on start-up companies and individuals
using digital funding accounts, which allows for an
in-depth understanding of the contribution of the
digital economy to economic recovery.

Previous research shows that the digital economy
has great potential to accelerate economic growth
through increasing efficiency, productivity and
market access. For example, a study conducted by
McKinsey & Company (2020) found that the
adoption of digital technology in the small and
medium business sector can increase revenue by up
to 26% and create more jobs. In addition, financial
inclusion (Chaudhry, 2022), which includes access to
digital financial services, has been proven to be able
to reduce economic disparities and improve people's
welfare. The World Bank (2018) reports that
increasing financial inclusion can reduce poverty and
support inclusive economic development (Al-Okaily,
2023; Zeraibi, 2023).

This research is also supported by empirical data

which shows that countries with high levels of
Transaction Activities

tend to have better economic resilience in facing
crises (Lee, 2020; Park, 2018). In Indonesia, the
increasing use of digital payment platforms such as
GoPay and OVO shows that people are increasingly
accustomed to digital transactions, which in turn
drives the growth of the digital economy. Therefore,
this research emphasizes the importance of
developing management strategies that are
integrated and oriented towards increasing financial
inclusion and utilizing digital technology to
accelerate national economic recovery (Arun, 2015).

This research is important because, although the
Indonesian government has allocated large funds for
economic recovery, these efforts still face significant
fiscal challenges. By shifting part of the budget from
the health sector to the economic sector, there is an
urgent need to ensure that these funds are used
effectively. This research seeks to fill the gap in
existing literature by analyzing the role of the digital
economy and financial inclusion in accelerating
national economic recovery (Chauvet, 2017; Morgan,
2020; Naumenkova, 2019). Focusing on start-up
companies and individuals using digital funding
accounts, this research aims to identify management
strategies that can help speed up the recovery
process and ensure the sustainability of the
Indonesian economy.

Furthermore, this research will also explore how
digital technology can be used to increase financial

inclusion among communities previously
unreachable by traditional financial services. By
adopting a holistic approach involving various
stakeholders, including government, the private
sector and civil society, this research is expected to
provide comprehensive and practical
recommendations. These recommendations will
focus on creating an inclusive and sustainable digital
ecosystem, which not only supports short-term
economic recovery but also encourages more stable
and equitable long-term economic growth.

2. METHODS

This research uses a qualitative research design with
a literature review method to examine the role of the
digital economy and financial inclusion in
accelerating national economic recovery. The steps
of this research are explained systematically as
follows:

2.1 Secondary Data Collection

Academic Literature: Collects journals, scientific
articles and research reports relevant to the topics of
the digital economy, financial inclusion and national
economic recovery (Célerier, 2019; Kodongo, 2018;
Lee, 2022).

Government and International Institution
Documents: Examines policies, regulations, and
reports from the Indonesian government and
international organizations such as the World Bank
and IMF that focus on the digital economy and
financial inclusion.

Case Studies and Industry Reports: Collecting data
from case studies of start-up companies and industry
reports related to the use of financial technology
(fintech) in Indonesia.

2.2 Data Analysis

Coding: Organizing the data that has been collected
and categorizing it based on main themes such as the
digital economy, financial inclusion, and
management strategies.

Thematic Analysis: Identify the main themes that
emerge from the literature reviewed and analyze
how these themes are related to each other and
support national economic recovery.

2.3 Validation of Findings

Consistency of Findings: Ensure consistency of
findings by comparing data from multiple sources.

Confirm with Experts: Conduct discussions with
experts in the field of digital economy and financial
inclusion to confirm findings and gain additional
insights.



2.4 Strategy Development

SWOT Analysis: Conduct a Strengths, Weaknesses,
Opportunities and Threats (SWOT) analysis to
identify internal and external factors that influence
the digital economy and financial inclusion in
Indonesia.

Policy Recommendations: Develop policy
recommendations and integrated management
strategies based on analysis results to support small
and medium businesses and expand access to digital
financial services.

Research Method Table 1

Research Steps Description Empirical Evidence

Secondary  Data Collect data from academic literature, Studies from the World Bank (2020), OJK fintech

Collection government documents, and industry reports (2021), Journal articles on the digital economy
reports (2022)

Data Analysis Coding and thematic analysis of Scientific articles on financial inclusion (2019), Case
collected data studies of start-ups in Indonesia (2021)

Validation of Ensuring consistency of findings and Discussion with experts in digital economy and

Findings confirmation with experts financial inclusion, International conference on

fintech (2021)
Strategy Conduct SWOT analysis and develop Recommendations from the IMF (2020), Strategy
Development policy recommendations suggestions from case studies of MSMEs that have

successfully implemented fintech (2022)

This research is expected to provide comprehensive
insight into management strategies that support
national economic recovery through digital
economic development and financial inclusion.

3. RESULT AND DISCUSSION

3.1 The Role of Digital Platforms in
Economic Recovery

Digital platforms have emerged as crucial
instruments in the rejuvenation of the national
economy, particularly in the context of start-up
companies and SMEs. These platforms facilitate a
wide range of business operations, from marketing
and sales to customer engagement and financial
transactions. By leveraging the capabilities of digital
tools, businesses can significantly reduce
transaction costs. For instance, digital payment
systems minimize the need for physical cash
handling, which not only streamlines the payment
process but also reduces associated costs and risks.

Moreover, digital platforms expand market reach by
enabling businesses to connect with potential
customers beyond geographic limitations. This is
particularly beneficial for SMEs, which often
struggle to compete with larger enterprises due to
limited resources and market access. Online
marketplaces and social media channels provide
these smaller entities with a cost-effective means to
advertise their products and services, thus
enhancing their visibility and customer base. A
report by McKinsey & Company (2020) underscores
that businesses utilizing digital platforms can
achieve operational efficiency gains of up to 40%, a
substantial  figure that underscores the
transformative potential of digital tools.

In addition to cost reduction and market expansion,
digital platforms enhance operational efficiency by

automating routine tasks and providing data-driven
insights. Tools like customer relationship
management (CRM) systems and enterprise
resource planning (ERP) software allow businesses
to streamline their processes, making them more
agile and responsive to market demands. This
agility is crucial in the current economic climate,
where businesses must quickly adapt to changing
conditions to survive and thrive. The integration of
digital platforms thus not only aids in immediate
economic recovery but also lays the groundwork for
sustainable long-term growth.

In conclusion, the role of digital platforms in
economic recovery is multifaceted (Tian, 2020),
encompassing cost reduction, market expansion,
and operational efficiency. These benefits are
especially pronounced for start-ups and SMEs,
which are pivotal in driving national economic
recovery (Boyaghchi, 2018; Cerra, 2008). By
harnessing the power of digital platforms, these
businesses can overcome traditional barriers and
contribute more effectively to the broader economic
revival efforts.

Digital platforms have become critical in facilitating
business operations and transactions, particularly
for start-ups and small and medium enterprises
(SMEs). A study by McKinsey & Company (2020)
indicates that digital platforms can reduce
transaction costs, increase market reach, and
enhance operational efficiency. These benefits are
pivotal in helping businesses recover from the
economic downturn caused by the pandemic.

Examples of Digital Platforms and Their Impact:
3.1.1. E-commerce Platforms:

a) Example: Tokopedia and Bukalapak in
Indonesia.



b) Description: These platforms enable SMEs to
sell their products online, reaching customers
beyond their immediate geographical area.

c¢) How They Work: Businesses can set up virtual
stores, list products, and manage sales
transactions  through these platforms.
Empirical Evidence: A report by Tokopedia
(2021) indicated that SMEs using their platform
saw a 30% increase in sales during the
pandemic.

3.1.2. Digital Payment Systems:
a) Example: OVO and GoPay.

b) Description: These systems facilitate cashless
transactions, making it easier for consumers to pay
for goods and services digitally.

How They Work: Users can link their bank accounts
or fund their digital wallets to make transactions
through mobile apps.

Empirical Evidence: According to a survey
conducted by Bank Indonesia (2021), there was a
40% increase in digital payment transactions,
which significantly boosted overall economic
activity.

c) Digital Marketing Tools:
Example: Google Ads and Facebook Ads.

Description: These tools help businesses target
specific customer demographics with online
advertisements.

How They Work: Businesses can create and manage
ad campaigns, track performance, and optimize
their marketing strategies in real-time.

Empirical Evidence: Research by Harvard Business
Review (2020) found that companies using digital
marketing saw a 20% increase in customer
engagement and a 15% rise in sales.

Table 2: Impact of Digital Platforms on SMEs

Digital Key Empirical
Platform Benefits Evidence
E- Increased 30% sales
commerce market increase
Platforms reach, (Tokopedia,
higher sales 2021)
Digital Facilitates 40%
Payment cashless transaction
Systems transaction increase
S (Bank
Indonesia,
2021)
Digital Targeted 20%
Marketing advertising, increase in
Tools better engagemen
engagemen t (HBR,
t 2020)

These examples underline the substantial role
digital platforms play in the economic recovery of
SMEs. By reducing costs, expanding m arket reach,

and improving operational efficiencies, such
platforms are instrumental in reviving the national
economy. The empirical evidence supports the
argument that integrating digital solutions into
business strategies is essential for economic
resilience and growth.

3.2 Financial Inclusion and Economic Stability

Financial inclusion is a pivotal factor in fostering
economic stability, particularly in developing nations
like Indonesia. The concept encompasses the
availability and accessibility of financial services such
as savings accounts, loans, insurance, and digital
payment systems to all segments of society, including
underserved and marginalized populations. The
World Bank (2018) underscores that enhanced
financial inclusion enables individuals and
businesses to manage their financial affairs more
effectively, which in turn buffers them against
economic shocks and facilitates smoother economic
functioning.

During the COVID-19 pandemic, regions in Indonesia
with  higher levels of financial inclusion
demonstrated remarkable resilience. These areas
experienced less severe economic contractions
compared to regions with lower financial inclusion.
This disparity can be attributed to the ability of
financially included individuals and enterprises to
leverage digital banking and mobile payment
systems to maintain economic activities even amidst
physical distancing measures and lockdowns. Access
to digital financial services allowed businesses to
continue operations, albeit at reduced capacities, and
provided individuals with means to conduct
transactions and access financial aid without physical
contact.

The findings from this research highlight the
necessity of expanding financial inclusion as a
strategic approach to stabilizing and reviving the
national economy. For Indonesia, this means
investing in digital infrastructure, promoting
financial literacy, and ensuring regulatory
frameworks support the growth of financial
technology (fintech). By integrating these elements
into national economic recovery strategies, the
Indonesian government can create a more resilient
economic environment. This integrated approach
should particularly focus on empowering small and
medium enterprises (SMEs), which are the backbone
of the Indonesian economy, by providing them with
greater access to digital financial services and
support systems. This holistic strategy not only
addresses immediate economic recovery needs but
also lays the groundwork for sustained economic
growth and stability.

Financial inclusion is critical in fostering economic



stability and enabling sustainable growth. It ensures
that individuals and businesses have access to
essential financial services, which in turn helps them
to manage their finances more effectively. This
section explores various examples of financial
inclusion initiatives and their impact on economic
stability, supported by empirical evidence.

Examples of Financial Inclusion Initiatives

Digital Banking Services: The rise of digital banking
services has played a significant role in enhancing
financial inclusion. Digital banks offer a wide range of
services, including savings accounts, loans, and
investment options, accessible via mobile
applications. For instance, Bank BTPN in Indonesia
has launched 'Jenius," a digital banking platform that
allows users to open accounts, transfer money, and
make payments seamlessly. This initiative has made
banking services more accessible to the unbanked
population, particularly in rural areas.

Mobile Payment Systems: Mobile payment systems,
such as GoPay and OVO in Indonesia, have
significantly contributed to financial inclusion by
providing an easy and convenient way to conduct
transactions. These platforms allow users to pay for
goods and services, transfer funds, and even invest in
financial products using their mobile phones. The
widespread adoption of these systems has reduced
the reliance on cash transactions and brought more
people into the formal financial system.

Microfinance Institutions: Microfinance institutions
(MFIs) like Bank Rakyat Indonesia (BRI) have been
instrumental in providing financial services to low-
income individuals and small businesses. These
institutions offer small loans, savings accounts, and
insurance products tailored to the needs of their
clients. By providing access to credit, MFIs help
entrepreneurs start and grow their businesses, thus
contributing to economic stability.

Empirical studies have shown that regions with
higher levels of financial inclusion experience more
robust economic performance. For example, a study
by the (Lu, 2022) found that digital financial services
increased GDP growth by up to 2% in emerging
markets. In Indonesia, regions with better access to
financial services showed resilience during the
COVID-19 pandemic. Data from Bank Indonesia
(2020) indicated that provinces with higher financial
inclusion indices experienced smaller declines in
economic activity compared to those with lower
indices.

Table 3: Impact of Financial Inclusion on Economic Stability

Region Financial GDP Economic
Inclusion Growth Contraction
Index Rate Severity
During
Pandemic

(%)
Jakarta 85 -2.3 Low
Bali 70 -4.1 Moderate
West Java 60 -5.5 High
East Nusa 45 -7.2 Very High

Tenggara

The table above highlights the correlation between
financial inclusion and economic performance during
the pandemic. Regions with higher financial inclusion
indices, such as Jakarta, experienced less severe
economic contractions, underscoring the importance
of expanding financial access.

In conclusion, developing integrated management
strategies that promote financial inclusion is vital for
accelerating national economic recovery (Oro6, 2018;
Sandbrook, 1993; Tian, 2020). By supporting small
and medium enterprises and expanding access to
digital financial services, Indonesia can build a more
resilient and inclusive economy.

3.3 Government Policies and Digital Ecosystem
Development

1. Digital Financial Inclusion and Economic

Participation

One of the key findings of this research highlights the
critical role of digital financial inclusion in enhancing
economic participation and resilience. Digital
financial services, such as mobile banking, e-wallets,
and online lending platforms, have democratized
access to financial resources, particularly for
underserved and rural populations. By reducing
barriers to entry, these services enable more
individuals and small businesses to participate in the
formal economy, thereby fostering economic growth
and stability.

Several studies underscore the positive impact of
digital financial inclusion on economic performance.
For instance, a report by the World Bank (2018)
found that increased access to digital financial
services correlates with higher levels of savings,
investment, and income among low-income
populations. In Indonesia, platforms like Gojek and
Tokopedia have not only streamlined financial
transactions but also created new economic
opportunities for small and medium enterprises
(SMEs). These platforms facilitate access to markets,
credit, and other financial services, thereby driving
economic participation and growth.

To maximize the benefits of digital financial inclusion,
it is crucial to address challenges such as digital
literacy, cybersecurity, and regulatory barriers.
Government initiatives like the "Digital Financial
Inclusion Roadmap" aim to tackle these issues by
promoting digital literacy programs, enhancing
cybersecurity frameworks, and creating an enabling
regulatory environment. By adopting a holistic
approach, the Indonesian government can ensure



that digital financial inclusion contributes effectively
to national economic recovery (Cipolletta, 2021;
Latham, 2008; Liu, 2022).

2. Role of Start-ups in Economic Revival

Start-up companies are pivotal in driving innovation
and economic growth within the digital economy.
These enterprises often introduce disruptive
technologies and business models that can
significantly enhance productivity and efficiency
across various sectors. In Indonesia, start-ups have
been instrumental in addressing gaps in the market,
particularly in areas like fintech, e-commerce, and
digital health.

The research indicates that start-ups contribute to
economic revival by creating jobs, attracting
investment, and fostering a culture of innovation. For
example, the rise of fintech start-ups has
revolutionized the financial sector by providing more
inclusive and accessible financial services. This, in
turn, has facilitated greater economic participation
and inclusion, particularly for SMEs and underserved
communities.

Government support is crucial in nurturing the start-
up ecosystem. Policies that provide access to funding,
mentorship, and infrastructure can significantly
enhance the growth prospects of start-ups. Programs
like "Indonesia Start-up Ecosystem" and "1000
Digital Start-ups Movement" have been instrumental
in fostering a conducive environment for start-up
growth. By continuing to support and invest in the
start-up ecosystem, the Indonesian government can
harness the potential of these enterprises to drive
economic recovery and resilience.

In conclusion, the research underscores the
importance of a robust digital economy and financial
inclusion in reviving the national economy. By
fostering a supportive digital ecosystem, enhancing
financial inclusion, and nurturing start-up growth,
Indonesia can accelerate its economic recovery and
build a more resilient and inclusive economy.

The role of government policies in cultivating a
robust digital ecosystem cannot be understated. In
Indonesia, initiatives such as the "100 Smart Cities"
program and the "Go Digital Vision 2025" are pivotal

in enhancing digital infrastructure and promoting
digital literacy. These initiatives are designed to
foster a conducive environment for the digital
economy, which is critical for national economic
recovery.

1.100 Smart Cities Program

The "100 Smart Cities" program aims to transform
urban areas into smart cities by leveraging
technology to improve the quality of public services
and urban management. This initiative focuses on
integrating  information and communication
technology (ICT) into various aspects of city
administration, including transportation, health
services, and public safety.

Example: The city of Makassar has implemented a
smart transportation system that uses real-time data
to manage traffic flow and reduce congestion.

Impact: According to a study by the Indonesian
Ministry of Communication and Information
Technology (2019), cities participating in the
program have seen a 15% reduction in traffic
congestion and a 10% improvement in public service
delivery efficiency.

2. Go Digital Vision 2025

The "Go Digital Vision 2025" initiative aims to
increase digital literacy and expand access to digital
financial services. This policy includes measures to
improve internet connectivity, promote digital
entrepreneur ship, and enhance cybersecurity.

Example: The government has partnered with
private sector companies to provide affordable
internet access in rural areas, significantly increasing
internet penetration.

Impact: Research by the Asian Development Bank
(2019) shows that regions with improved internet
access have experienced a 20% increase in digital
transactions, leading to greater economic activity and
resilience.

Empirical Evidence Supporting Policy Impact

Empirical studies highlight the effectiveness of these
government policies in promoting a digital ecosystem
that supports economic recovery:

Table 4. The effectiveness of these government policies in promoting a digital ecosystem that supports economic recovery

Study Policy Key Findings Evidence
Indonesian Ministry 100 Smart 15% reduction in  Survey data from participating
of Communication Cities traffic congestion, cities
and Information 10% improvement in

Technology (2019)
Asian Development Go  Digital 20%
Bank (2019) Vision 2025 digital

public services
increase in
transactions,
enhanced economic
resilience

Analysis of digital transaction
data in regions with improved
internet access




These findings underscore the importance of
government policies in creating a supportive digital
ecosystem. By enhancing digital infrastructure and
literacy, these initiatives contribute to a more
inclusive and resilient economy. The development of
integrated management strategies is crucial to
support small and medium enterprises (SMEs) and
expand access to digital financial services, thereby
accelerating national economic recovery.

3.4 Impact of Digital Funding on Start-ups and
SMEs

Digital funding mechanisms have revolutionized the
financial landscape, particularly for start-ups and
small to medium-sized enterprises (SMEs). Platforms
such as crowdfunding, peer-to-peer (P2P) lending,
and other digital financial services have emerged as
pivotal tools in providing alternative financing
options. These mechanisms have effectively bridged
the financing gap that often hampers the growth and
sustainability of smaller businesses. According to a
report by the Oxford Business Group (2021), digital
funding platforms have been instrumental in
enabling businesses to sustain their operations and
continue innovating amidst economic challenges.

Crowdfunding, for instance, allows entrepreneurs to
raise small amounts of capital from a large number of
individuals, often through online platforms. This
method not only diversifies the sources of funding
but also fosters a community of supporters who are
invested in the success of the business. Similarly, P2P
lending platforms connect borrowers directly with
individual lenders, bypassing traditional financial
institutions. This direct connection can result in more
favorable loan terms for borrowers and attractive
returns for lenders, thereby creating a win-win
situation for all parties involved.

Empirical evidence suggests that businesses utilizing
digital funding were more resilient during the
pandemic compared to those relying solely on
traditional financing methods. These businesses
were able to maintain liquidity, invest in necessary
innovations, and adapt to the rapidly changing
market conditions. The success stories of start-ups
and SMEs that leveraged digital funding highlight the
importance of integrating these modern financial
tools into broader economic recovery strategies
(Farago, 2021; Yu, 2023; Zhao, 2023). By supporting
the development and expansion of digital financial
services, policymakers can enhance financial
inclusion and foster a robust economic ecosystem
that benefits both entrepreneurs and the national
economy as a whole.

Digital funding mechanisms, such as crowdfunding
and peer-to-peer lending, have revolutionized the
financing landscape for start-ups and small and
medium enterprises (SMEs) in Indonesia. These
platforms provide an alternative to traditional
financing methods, which often involve lengthy
approval  processes and  stringent credit
requirements. By leveraging digital funding,
businesses can access capital more quickly and
flexibly, enabling them to sustain operations and
drive innovation, particularly during economic
downturns.

1. Crowdfunding

Crowdfunding platforms allow businesses to raise
small amounts of capital from a large number of
individuals, typically via the internet. For example,
platforms like Kitabisa and Indiegogo have enabled
start-ups to launch new products and services by
tapping into the collective financial support of the
public. According to a study by the Oxford Business
Group (2021), crowdfunding has played a crucial role
in helping businesses manage cash flow issues during
the COVID-19 pandemic. Companies that utilized
crowdfunding were able to maintain their operations
and even expand their market reach despite the
economic uncertainties.

Table 5. operations and even expand their market reach despite
the economic uncertainties

Platform Example How It Empirical

Works Evidence

Kitabisa Social Public Supported

causes donations numerous
SMEs during

the
pandemic
Indiegogo Product Pre-sales Enabled

launches model start-ups to

test market
viability

2. Peer-to-Peer Lending

Peer-to-peer (P2P) lending platforms, such as
Modalku and Investree, connect businesses directly
with individual lenders, bypassing traditional
financial institutions. These platforms offer faster
approval times and lower interest rates compared to
conventional bank loans. Empirical evidence from
previous studies indicates that P2P lending has
significantly contributed to the resilience of SMEs
during economic crises. For instance, a report from
the Indonesian Financial Services Authority (OJK) in
2020 showed that SMEs utilizing P2P lending had
higher survival rates and were better positioned to
adapt to market changes.

Table 6. SMEs utilizing P2P lending had higher survival rates and were better positioned to adapt to market changes

Platform Example How It Works Empirical Evidence
Modalku Business loans Direct lender-borrower  Higher SME survival rates
connection during pandemic




Invoice
financing rates

Investree

Fast approval and low

Enabled SMEs to adapt and
thrive

Empirical Evidence Supporting Digital Funding

Empirical evidence from various studies underscores
the critical role that digital funding mechanisms play
in supporting start-ups and SMEs. According to the
Oxford Business Group (2021), businesses that
utilized digital funding during the pandemic had a
70% higher survival rate compared to those relying
solely on traditional financing. Another study by the
Asian Development Bank (ADB) in 2020 reported
that digital financial services increased the
operational efficiency of SMEs by 60%, providing
them with the necessary tools to navigate economic
disruptions effectively.

In conclusion, digital funding platforms have become
indispensable in fostering the resilience and growth
of start-ups and SMEs in Indonesia. These
mechanisms not only bridge the financing gap but
also empower businesses to innovate and adaptin an
ever-changing economic landscape. The empirical
evidence strongly supports the integration of digital
financial services into national economic recovery
strategies, highlighting the need for continued
development and support of these platforms (Brada,
2021; Eid, 2014; Sandler, 2014).

3.5 Challenges and Opportunities in Digital
Financial Services

The digital economy, characterized by the integration
of digital technologies into economic practices and
financial transactions, offers vast opportunities for
enhancing financial inclusion and economic recovery
(Dogru, 2018; Ochoa, 2020; Ruiken, 2013). However,
these opportunities come with a set of significant
challenges that must be addressed to fully realize
their potential. One of the primary challenges is
cybersecurity. As more financial transactions and
personal data are transmitted online, the risk of
cyber-attacks and data breaches increases. This can
undermine user confidence in digital financial
services and hinder the adoption of digital financial
solutions.

Another critical challenge is the digital literacy gap.
Many individuals, particularly in rural and
underdeveloped areas, may lack the necessary skills
and knowledge to effectively use digital financial
services. This gap can create a digital divide, where
only a segment of the population benefits from digital
financial inclusion, leaving others behind. To address
this, there is a need for comprehensive educational
programs aimed at enhancing digital literacy across
different demographics. These programs should
focus not only on the technical aspects of using digital
financial services but also on understanding financial

management and the importance of cybersecurity.

On the opportunity side, digital financial services can
significantly reduce transaction costs and increase
the efficiency of financial operations. This can be
particularly beneficial for small and medium
enterprises (SMEs), which often face high transaction
costs and limited access to traditional banking
services. By leveraging digital platforms, SMEs can
access a broader range of financial products and
services, enhancing their growth potential and
contribution to the national economy. Furthermore,
digital financial inclusion can lead to better financial
planning and management among individuals,
fostering a culture of savings and investment that can
drive economic development.

In conclusion, while the digital economy and financial
inclusion present numerous opportunities for
accelerating Indonesia's economic recovery (Diaz-
Elsayed, 2020), it is imperative to address the
associated challenges through robust regulatory
frameworks and targeted educational programs. By
doing so, Indonesia can create an inclusive digital
financial ecosystem that supports sustainable
economic growth and benefits all segments of society.

The digital economy offers a range of opportunities,
particularly in improving financial inclusion and
accelerating economic recovery (Bathelt, 2001;
Hussen, 2012; Ping, 2021). However, it also presents
significant challenges that must be addressed to fully
leverage its potential. Two major challenges include
cybersecurity risks and digital literacy gaps.

Cybersecurity Risks

Cybersecurity threats are a significant concern in the
digital economy. As digital transactions and online
banking become more prevalent, the risk of
cyberattacks, data breaches, and fraud increases. For
instance, a report by the International Monetary
Fund (2020) highlights that without robust
cybersecurity measures, digital financial services can
become easy targets for cybercriminals. To mitigate
these risks, strong regulatory frameworks are
essential. Governments and financial institutions
must invest in advanced security technologies such
as encryption, multi-factor authentication, and
continuous monitoring systems. Empirical evidence
from countries like South Korea and Estonia, which
have  implemented  stringent cybersecurity
regulations, shows a marked decrease in digital fraud
incidents.



Digital Literacy Gaps

Another challenge is the gap in digital literacy among
the population. Digital financial services can only be
effective if users understand how to use them safely
and efficiently. A survey conducted by the World
Bank (2019) found that low levels of digital literacy
are a significant barrier to financial inclusion in
developing countries. Educational programs
targeting various demographic groups can help
bridge this gap. For example, initiatives in Kenya,
such as the Digital Literacy Program, have
successfully increased the number of individuals who
can access and use digital financial services. This
program includes workshops, online courses, and
community outreach to educate the public about the
benefits and risks of digital financial services.

Table 7: Empirical Evidence Supporting the Role of Cybersecurity
and Digital Literacy in Financial Inclusion

Country Initiative Outcome
South Cybersecurity Significant reduction in
Korea Regulations digital fraud incidents
Estonia National Enhanced security for
Cybersecurity digital transactions,
Strategy increased trust in digital
financial services
Kenya Digital Literacy Increased user
Program engagement in digital
financial services,
improved financial
inclusion

Addressing these challenges through integrated
management strategies that focus on regulatory
frameworks and educational programs is crucial. By
doing so, the digital economy's opportunities can be
maximized, contributing to the acceleration of
national economic recovery.

By leveraging the empirical evidence and successful
case studies from other countries, Indonesia can
develop a comprehensive management strategy that
not only mitigates risks but also promotes a more
inclusive digital economy. This approach will ensure
that both start-up companies and individuals with
digital funding accounts can thrive, thereby
contributing to the broader national economic
recovery (Archibugi, 2017; Venkatesh, 2013; Zhang,
2022).

4.CONCLUSION

This study reveals that the digital economy and
financial inclusion play a significant role in
accelerating Indonesia's national economic recovery.
With a qualitative approach focused on literature
review, it was found that start-up companies and
individuals who utilize digital funding accounts can
be the main driving force in the digital economy
ecosystem. The study findings highlight that better
financial inclusion not only strengthens the digital
economy base but also increases the participation of
small and medium enterprises in broader economic

activities.

In addition, this study emphasizes the
importance of developing an integrated management
strategy to support economic growth. The
government and the private sector must work
together to create a conducive environment for
innovation and access to digital financial services.
Thus, a holistic and targeted strategy to increase
financial inclusion and expand the digital economy
ecosystem can be the key to success in national
economic recovery.

Overall, the results of this study emphasize that the
development of an inclusive digital economy must be
a top priority in the economic recovery strategy. The
adoption of digital technology and expanding access
to financial services will open up new opportunities
for sustainable and inclusive economic growth.
Therefore, supportive government policies and
investment in digital infrastructure are very
important to achieve a faster and more equitable
economic recovery.
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