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I congratulate the author, Monica Jasuja, an ambassador for EPAA, for her commitment and skill in capturing
the specifics of Indonesia's payments landscape. I thank all the contributors interviewed for their unique
perspectives and insights which serve as an invaluable resource for stakeholders, business leaders, and
policymakers alike, inside and outside of Indonesia.

FOREWORD
I am delighted to introduce "Exploring Payments in Indonesia: An Industry Outlook," with a special focus on
financial inclusion and digital equality. In today's rapidly evolving world, where technology has become an
integral part of our daily lives, it is essential to understand how the payments landscape in Indonesia is
contributing to a more inclusive, accessible, and equitable financial system. This system is also supporting the
country's digital economy and connecting Indonesians across its large geographically dispersed set of islands.

The Indonesian payments industry is experiencing exponential growth, driven by high smartphone
penetration, internet usage, and the government's push for a cashless society. This report explores the trends
and developments in Indonesia's payments industry, highlighting the transformative power of fintechs in
collaboration with the government and banks in reaching a large populace. With approximately 50% of the
population still unbanked, there is significant headroom for growth.

QR code payments, such as QRIS, have been particularly successful in Indonesia, providing a unified and
convenient payment platform for consumers and merchants. E-wallets have also played a significant role in
driving innovation and financial inclusion in the country, especially for low-ticket item purchases.

The private sector is at the forefront of driving innovation in the Indonesian payments industry, but
collaboration with the government is crucial. Overcoming the challenges of a largely underbanked population,
combined with low per capita income and the geographical separation of islands by seas and oceans, requires
a concerted effort.

We acknowledge the lessons learned from the successes of fintech businesses in catering to the already-served
population. By leveraging customer-focused strategies and technological advancements they have driven the
fintech sector forward. Utilizing the knowledge gained from this experience, we can create specialized
solutions to address the particular needs of underserved communities and promote economic empowerment
and digital equality.

This report offers a thorough overview of the country's payment landscape, highlighting the dynamic
ecosystem of payment providers, the function of regulators and policymakers, and the outlook for payments in
Indonesia.

Sincerely,

CEO and Co-Founder
Emerging Payments Association Asia

CAMILLA BULLOCK

Contact us now if you are interested in 
exploring the Indonesian market 

info@emergingpaymentsasia.org
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EXECUTIVE SUMMARY
Navigating Indonesia's Dynamic Payments Landscape: Key Trends and Insights

Indonesia's payments industry is undergoing a remarkable transformation, driven by a confluence of factors
including rapid smartphone penetration, surging internet usage, a large and young population and the
government's unwavering commitment to financial inclusion and digitization. This dynamic landscape has been
further fueled by the COVID-19 pandemic, which accelerated the shift towards digital payments, and the rise of
e-money, contactless payments, and fintech companies.

This report provides a preview and a summary of the main trends and takeaways from the payments industry
in Indonesia, based on the interviews conducted with payment leaders and CXOs of top fintech and financial
institutions.

The Rise of Digital and Contactless Payments

QR code payments have been particularly successful in Indonesia, as they provide a unified platform for
payments across different providers. The government's push for a cashless society led to the central bank's
introduction of the QR Indonesia Standard (QRIS) which has further streamlined the process and fostered
interoperability between different platforms.

QRIS allows for interoperability between different payment systems and makes it easier for consumers and
merchants to make and accept digital payments. QRIS also lowers the transaction costs and increases the
financial inclusion for the unbanked and underbanked population.

Fintechs: Disrupting the Traditional Landscape

The emergence of fintech companies has been a transformative force in Indonesia's payments industry. These
innovative players have challenged the traditional dominance of banks, offering a wider range of products and
services that are more accessible and affordable for consumers, especially those who are underserved by
traditional financial institutions.

Fintechs have focused on developing solutions tailored to the specific needs of the Indonesian market, such as
Buy Now, Pay Later (BNPL) services and account-to-account (A2A) payments. These innovations have played a
crucial role in expanding financial inclusion and bringing millions of Indonesians into the formal financial
system.
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Fintech companies in Indonesia have adopted a unique approach to market penetration, prioritizing deep
coverage over wide coverage. This strategy involves focusing on specific use cases or market segments,
allowing fintechs to develop a deep understanding of their target customers' needs and tailor their products
and services accordingly.

While fintechs may excel in one or two areas, they often lack the expertise or resources to cover all aspects of
the financial services landscape. To address this challenge, many fintechs forge strategic partnerships with
traditional banks, insurance companies, and other financial institutions. These partnerships provide fintechs
with access to essential infrastructure, regulatory compliance expertise, and a broader customer base.

Strategic Focus for Fintechs: Deep Coverage and Strategic Partnerships

Collaboration: Key to Success

The payments industry in Indonesia is characterized by a high level of innovation and collaboration, both
within the private sector and between the public and private sectors.

While fintechs have been at the forefront of innovation, the traditional banking sector remains an integral part
of Indonesia's payments ecosystem. Traditional banks continue to provide stability, regulatory oversight, and a
wide range of financial products and services.

Recognizing the value of collaboration, fintechs are increasingly partnering with banks to leverage their
expertise and infrastructure. These partnerships allow fintechs to reach a wider customer base and offer more
comprehensive solutions, while banks gain access to innovative technologies and gain a deeper understanding
of the evolving needs of their customers

Surge in popularity of emergence of digital banks and e-wallets

Digital banks are new entrants that offer banking services exclusively through digital channels, while e-wallets
are applications that allow users to store and transfer money electronically, using QR codes and other
methods. Both digital banks and e-wallets offer convenience, speed, and security to customers, especially for
low-ticket item purchases. 

However, the value proposition of digital banks is unclear, as they face challenges in differentiating themselves
from traditional banks and in acquiring and retaining customers. 

E-wallets, on the other hand, have gained popularity and adoption, but they also face challenges in tier two
cities and rural areas, where the withdrawal of funds from e-wallets can be difficult and where financial
inclusion remains a challenge.

Role of the Government in Fostering Innovation and Stability

The Indonesian government has played a crucial role in shaping the trajectory of the payments industry,
recognizing the transformative potential of digital technologies to promote financial inclusion, economic
growth, and overall societal well-being. The government's approach has been characterized by a balanced
focus on fostering innovation while ensuring regulatory stability and consumer protection.
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To gain a deeper understanding of the perspectives and insights shaping Indonesia's payments industry, we
encourage you to delve into the interviews conducted with payment leaders and CXOs of top fintech and
financial institutions. These conversations provide valuable insights into the challenges, opportunities, and
future directions of this dynamic sector.

The government has implemented a series of supportive policies and initiatives to encourage innovation in the
payments industry including releasing The National Payments Roadmap 2025. This comprehensive roadmap
outlines a vision for a cashless society and sets forth strategies to achieve it, including promoting digital
payments, enhancing financial inclusion, and strengthening cybersecurity.

The government has also prioritized regulatory stability and consumer protection. Fostering collaboration and
knowledge sharing among various stakeholders in the payments industry, including traditional banks, fintech
companies, industry bodies, and consumer groups has been a key focus. This collaborative approach has
facilitated the exchange of best practices, identification of emerging challenges, and development of joint
solutions.    

Strategic Imperatives for the Fintech Ecosystem 

In the uncertain and volatile economic climate, fintechs need to prioritize stability, value creation, and talent
acquisition to ensure long-term success and sustainability. This means achieving financial stability through
sound business practices, efficient cost management, and profitability. It also means delivering value to
customers and the market by introducing innovative products and services, enhancing customer experiences,
and contributing to the financial ecosystem. Furthermore, it means attracting and retaining top talent by
developing their talent pipelines and fostering a culture of innovation and learning.

Indonesia's payments industry is poised for continued growth and innovation. As stakeholders navigate this
dynamic landscape, embracing innovation, fostering collaboration, and prioritizing stability will be key to
unlocking the full potential of this transformative industry.

A Glimpse into the Future



T H E  S T A T E  O F  P A Y M E N T S  I N  I N D O N E S I A :  A N  I N D U S T R Y  O U T L O O K pg 7

INDONESIA IN THE SPOTLIGHT

Sources
[1]  Indonesia Population (2023) - Worldometer
[2]  The Global Findex Database 2021 
[3]  Automated teller machines Data | 2023
[4]  Commercial bank branches Data | 2023
[5]  Financial institution account ownership Indonesia 2011-/21

[6]  GDP per capita Data | 2023
[7]  AFTECH Annual Members Survey 2022/2023 
[8]  Indonesia: smartphone users 2028 | Statista
[9] Mobile cellular subscriptions Data |2023

ATMs per
10,000 adults

4.809
Branches per
10,000 adults

1.58 51%
Percentage of
adults with a bank
account (aged 15+)

US4,788
GDP per capita

278 Million
Population

29.9 Years
Median Age

59.1%
Urban Population

52%
Banked adult
population

78.2%
Internet
penetration

115%
Smartphone 
penetration

187.62 million
Mobile cellular 
subscriptions (per 100 people)

[1] [1] [1]

[2]

[3] [4]

[5]

[6]

[7] [8] [9]

https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://www.worldometers.info/world-population/indonesia-population/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://www.worldbank.org/en/publication/globalfindex/Report
https://www.worldbank.org/en/publication/globalfindex/Report
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://data.worldbank.org/indicator/fb.atm.totl.p5
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://data.worldbank.org/indicator/FB.CBK.BRCH.P5
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://www.statista.com/statistics/941457/indonesia-financial-institution-account-ownership-rate/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=ID
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintech.id/storage/files/shares/Annual%20Member%20Survey%202019/Report%20Aftech_ENG.pdf
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://www.statista.com/forecasts/266729/smartphone-users-in-indonesia
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://data.worldbank.org/indicator/IT.CEL.SETS.P2
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OVERVIEW GROWTH INVESTMENTS

% adoption across urban digital users

Media usage frequency

What Indonesian Consumers Do Online?

Indonesia: Digital consumers in numbers

Intent to use the service in the next 12 monthsUsage Intent 

18% 50% 32%

18% 50% 32%

25% 51% 24%

18% 69% 13%

89%

59%

80% 79%

52%

63%
57%

48%

E-commerce Groceries Transport Food
delivery

Travel Video-on
-demand

Music-on
-demand

Gaming

E-commerce

Groceries

Transport

Fooddelivery

Media usage time

% using at least once a week

Less Same More

SEA average Indonesia

% using <1 hour per day

IndonesiaSEA average

Video-on
-demand

Music-on
-demand

Gaming

33% 37% 28% 38%
29% 34%

Video-on
-demand

Music-on
-demand

Gaming

23%
16%

12% 13%
18%

13%

Declared willingness to pay more 
for a sustainable product or service 48%

Source: e-Conomy SEA 2023

https://economysea.withgoogle.com/home/
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Online lending

INDONESIA MARKET OVERVIEW
The “FinTech in ASEAN 2022: Finance, reimagined” report, published by UOB, PwC and the Singapore
Fintech Association (SFA) in 2022, indicated that funding to Fintech in Indonesia amounted to 33% of total
funding recorded in Southeast Asia, making Indonesia the second highest in the region after Singapore, which
received 43% of total funding to the region. Fintech in Indonesia dominates the SEA funding landscape rising
above other countries in the region.

Figure 4.1 AFTECH Members (2016-2022)

As per the Fintech Indonesia (AFTECH)’s Annual Member Survey 2022-2023, as of end-2022, there are 366
Fintech members, up from 352 and 302 at the end of 2021 and 2020 respectively. 

Online Lending (102 members or 30.0%), 
Digital Finance Innovation or DFI (88 members or 25.9%), and 
Digital Payment (40 members or 11.8%).

The top three business models of AFTECH members are:

Figure 4.2 Clusters of AFTECH Members in 2022

24 79 178 256 302 352 366

DFI

Digital Payment

Technology Partners

Financial Instritution

Capital Market
Companies

Digital Asset

Others

84

39

13

6

5

4

113

102

2016 2017 2018 2019 2020 2021 2022

Source: AFTECH Annual Members Survey 2022/2023

https://singaporefintech.org/wp-content/uploads/2023/05/5_fintech-in-asean-2022.pdf
https://fintech.id/storage/files/shares/Annual%20Member%20Survey%202019/Report%20Aftech_ENG.pdf
https://fintech.id/storage/files/shares/Annual%20Member%20Survey%202019/Report%20Aftech_ENG.pdf
https://fintech.id/storage/files/shares/Annual%20Member%20Survey%202019/Report%20Aftech_ENG.pdf
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The landscape of Fintech in Indonesia as represented by AFTECH:

Indonesia's fintech landscape has been presented in a series of exhibits by AC Ventures in association with
Boston Consulting Group, BCG in Fintech Report Q1 2023, excerpts presented below:

The number of fintech players in Indonesia increased six-fold over the last decade, rising from just 51 active
players in 2011 to 334 in 2022. [Exhibit 1.].

Indonesia's fintech space has seen rapid growth over the last decade   

While the first wave of growth was dominated by the payment segment, the vibrant modern ecosystem is a
diverse landscape driven by lending, payments, and wealth. 

Wealthtechs, fintech-focused software as a service (SaaS), and insurance activities now represent a new,
emerging driving force, with a number of fresh entrants operating in these segments, showing Indonesia’s
fintech ecosystem is maturing beyond payments to include increasingly sophisticated products and services.
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Number of Indonesian fintechs by segment

Rapid growth in the number of fintech players

0%

7%

334

2022

35%

33%

17%

12%

2%
324

35%

34%

17%

12%

2%

174

30%

43%

14%
11%

2%

51

20%
20%55%

14%

2011 2016 2021 2022

Insurance Lending Payments Wealth Others

Note: Fintech companies with presence in Indonesia by year founded (incl. those headquartered outside)

Source: Indonesia’s Fintech Industry is Ready to Rise

Customer engagement with fintech offerings continues to surge. In particular, the payment segment
boasts over 60 million active users and is expected to grow at a rate of 26% annually between 2020
and 2025.  
Meanwhile, in the lending space, there are more than 30 million active peer-to-peer (P2P)
borrower accounts. 
Additionally, the wealth segment is thriving with over 9 million retail investors. 
Fintech SaaS is also experiencing a surge in adoption, with six million SMEs now using SaaS
platforms. This marks a remarkable 26-fold expansion over the previous three years.
Transaction values also continue to grow, with more than US$20 billion of e-wallet transactions in
the period 2017– 2021, a remarkable 123% CAGR.
Over US$17 billion in loans were disbursed between 2017–2022
A net asset value of over US$20 billion in wealthtech and digital trading took place in 2021. 

Customer penetration for payments, lending, and wealth has grown rapidly, driving
significant uplift in value 

https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://acv.vc/resources/acv-fintech-report-q1-2023/
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Source: Indonesia’s Fintech Industry is Ready to Rise

Payments Lending Wealth

9M+
30M+

26%

63M+

56%

E-wallet users
as of ‘20

Projected
‘20-’25 CAGR

P2P borrower
accounts in 2021 50%

‘18-’22 CAGR in
new borrower

accounts

Retail investors
as of ‘22

‘18-’22 CAGR
in retail

investors

63M+ E-wallet transaction in 2021
  growing at 123% CAGR (‘17-’21) $17B+ Loans disbursed for 2022, 

growing at 140% CAGR (‘17-’22) $20B+ Wealth-tech &
digital trading NAV in 2021

https://acv.vc/resources/acv-fintech-report-q1-2023/
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FINTECH LANDSCAPE GROWTH
DRIVERS

Indonesia is the largest and fastest-growing internet economy in Southeast Asia, with a Gross
Merchandise Value (GMV) of US$77 billion in 2022, a 22% increase from the previous year. This value is
projected to reach US$220-360 billion by 2030. The fintech industry is expected to grow along with the
internet economy.

Fintech Landscape Growth Drivers

Historically being an underbanked region, Indonesia has witnessed strong fintech growth in recent years,
fueled by its young, digital-savvy population, high mobile penetration and growing middle class. In the general
financial services industry, the COVID-19 pandemic has further accelerated the adoption of digital services, as
consumers are increasingly leveraging the emerging digital economy. 

As banks and fintechs cope with the challenges posed by the COVID-19 pandemic, they are looking to
collaborate for a win-win scenario through partnerships and M&A to create a one-stop, integrated experience
for consumers. This is resulting in an evolution from digital transformation initiatives to the creation of a digital
ecosystem.

According to AFTECH’s Annual Members Survey, 2022-2023 and understanding market conditions, these are
the primary growth drivers of fintech in Indonesia:

1.  Large and young workforce
Indonesia is expected to enjoy its demographic dividend from 2020 to 2045, with more than half of its
adult population belonging to the working-age group. According to Statistics Indonesia (BPS), there
were 143.7 million workers in Indonesia as of August 2022, which is about 68.8% of the working-age
population. This large and young workforce provides opportunities for fintech companies as both human
resources and potential customers.

2.  Booming internet economy
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At ~22% ‘YoY GMV growth, Indonesia’s digital economy hits ~ $77B in 2022
and is on course to reach ~$130B by 2025, driven primarily by e-commerce

GMV ($B)

Overall digital economy

41

2019 2021 2022 2025 2030

63
77

130

220 - 360

CAGR
25%

22%

CAGR
19% 25

2019 2021 2022 2025

48 59
95

CAGR
39%

22%

CAGR
17%

6

2019 2021 2022 2025

7 8
15

CAGR
9%

CAGR
22%

2019 2021 2022 2025

2 3

10

CAGR
-45% 60%

CAGR
45%

2019 2021 2022 2025

6.1 64

11
CAGR

37%

5%

CAGR
19%

Transport Transport

Transport and Food

19%

E-commerce

Online travel Online media

7

3

OVERVIEW GROWTH INVESTMENTS

The growth of the internet economy is supported by the rising internet penetration and the enhanced
digital infrastructure in Indonesia. The number of internet users in Indonesia reached 215.6 million in
2022-2023, which is equivalent to 78.2% of the total population of 275.8 million. 

3.  High internet penetration

Indonesia has a large population of unbanked and underbanked people, who have limited or no access to
formal financial services. According to the World Bank, only 49% of adults in Indonesia had a bank
account in 2017, compared to the global average of 69%. This gap creates opportunities for fintech
companies to offer innovative and inclusive solutions for the unbanked and underbanked segments, such
as digital payments, peer-to-peer lending, and e-wallets.

4.  Untapped potential of the unbanked and underbanked population

The Indonesian government has been implementing various initiatives to improve the financial and digital
literacy and inclusion of its population, especially in rural and remote areas. For example, the National
Strategy for Financial Inclusion (SNKI) aims to increase the access and usage of financial products and
services, as well as to enhance the financial education and protection of consumers. 

5.  Improving financial and digital literacy and inclusion

Source: e-Conomy SEA 2023

https://economysea.withgoogle.com/home/
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Sector Share

Payments 43%

Cryptocurrencies 13%

Alternative Lending 12%

Finance and Accounting Tech 9%

Banking Tech 7%

Investment Tech 7%

InsurTech 5%

Blockchain in Financial Services 4%

6.  Supportive regulatory environment

The fintech industry in Indonesia has attracted significant investment from both domestic and foreign
investors, especially in the areas of digital payments, peer-to-peer lending, and e-commerce. According to
the AFTECH Members Survey, until 2023 alone, fintech investment in Indonesia accounted for US$1.4
billion. The breakdown is as follows:

7.  Increasing investment in fintech 

The Indonesian government has been creating a conducive regulatory environment for the fintech
industry, by providing clear and comprehensive regulations, as well as facilitating coordination and
collaboration among stakeholders. The Financial Services Authority (OJK) has established a Fintech
Regulatory Sandbox, which allows fintech companies to test their products and services in a controlled
and monitored environment, before obtaining a license to operate in the market. The OJK has also issued
various regulations to govern different aspects of the fintech industry, such as peer-to-peer lending,
digital banking, open banking, and data protection. The OJK has also established a Fintech Center,
which serves as a platform for communication, education, and consultation between the regulator and
the fintech players.

Source:  FinTech in ASEAN 2022: Finance, reimagined 

https://www.uobgroup.com/techecosystem/news-insights-fintech-in-asean-2022.html
https://www.uobgroup.com/techecosystem/news-insights-fintech-in-asean-2022.html
https://www.uobgroup.com/techecosystem/news-insights-fintech-in-asean-2022.html
https://www.uobgroup.com/techecosystem/news-insights-fintech-in-asean-2022.html
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Most of the deals are in payments. All sub-sectors are growing as a result of enduring offline-to-online
behaviour shifts post-pandemic. The adoption and usage of digital financial services (DFS) have flourished
across the board, propelled by a shift from offline to online and the positive financial market conditions of the
last few years. 

DFS is the most popular sector for investors in Indonesia, as it is in SEA and it will continue
to grow

206

CAGR
+7%

2019 2021 2022 2025

234

421
+13%

CAGR
+17%

Payments (GTV)

266
CAGR
+99%

2019 2021 2022 2025

10

+31%

CAGR
+74%

Investment (AUM)

210.4

CAGR
+57%

2019 2021 2022 2025

16+66%

CAGR
+51%

Lending loan book

531

Digital Financial Services ($B)

CAGR
+61%

2019 2021 2022 2025

3+34%

CAGR
+26%

Remittance (GTV)

21.2
0.5

CAGR
+78%

2019 2021 2022 2025

1
+64%

CAGR
+51%

Insurance (APE/GWP)

0.40.20.1

Source: e-Conomy SEA 2023

https://economysea.withgoogle.com/home/
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REGULATIONS AND POLICY MAKERS

A comprehensive review of all the relevant regulations and laws governing the fintech operators and financial
services providers:

IIn Indonesia, two main bodies supervise payment systems and the financial sector. The fintech industry in
Indonesia is highly regulated but forward-looking. The BI’s authority is primarily geared toward payment
system operators, while the OJK oversees bank and non-bank financial institutions.

Payment systems are supervised by Indonesia’s central bank (Bank Indonesia, BI), which plays a role as the
country’s payment systems regulator and oversees all monetary and financial stability matters. BI mandates
the regulatory landscape for payments, is the central bank in Indonesia and the main party who makes rules
and regulations for all fintech products and services related to payment services in Indonesia. Therefore, BI has
a role in supervising the banking and payment system to ensure the state's financial system stability.

OJK is a state institution that organizes an integrated regulatory and supervisory system for all activities in the
financial services sector, which includes the banking sector, capital market, and non-financial services sectors
such as insurance, retirement funds, financing institutions, and other financial services institutions.

Bappebti regulates crypto, virtual currency, and digital assets. In Indonesia, cryptocurrencies are classified as
commodities. The government allows the trading of crypto asset commodities; therefore, it is subject to
oversight under the authority of BAPPEBTI (a government agency under the Ministry of Trade that regulates
futures trading). BAPPEBTI has issued several regulations that concern the futures trading of crypto assets.

In addition to the above, OJK established Asosiasi Fintech Indonesia (AFTECH) to provide a safe place for fintech
companies and one that emphasizes the enforcement of government regulations. The Indonesia Fintech
Association (AFTECH) was established in 2016 and is a forum for fintech to advocate and collaborate with
various stakeholders to encourage technological innovation and strengthen the competitiveness of national
fintech industries. AFTECH was officially appointed by the Financial Services Authority (OJK) as the Association
of Digital Financial Innovation Fintech (IKD) on July 19th, 2019, based on POJK No. 13/2018.

BI (Bank Indonesia)

OJK (Otoritas Jasa Keuangan)

Bappebti (a supervisory authority for commodities futures trading)
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S.No. Regulation Authority Topic Link

1
Bank Indonesia Regulation

No. 20/6/PBI/2018
Bank Indonesia Emoney

https://www.bi.go.id/en/publikasi/per
aturan/Documents/PBI_200618_en.pdf

2
Bank Indonesia Regulation

No. 18/40/PBI/2016
Bank Indonesia EWallet,

Payment
Gateway

https://www.bi.go.id/id/publikasi/pera
turan/Documents/PBI_184016.pdf

3
Bank Indonesia Circular
Letter No. 18/41/DKSP

Bank Indonesia
https://www.bi.go.id/elicensing/helps/
SE%2018%2041%2016%20-%20PPTP.pdf

4

Regulation of Member of
the Board of Governors of

Bank Indonesia No.
24/1/PADG/2022

Bank Indonesia

QRIS

https://www.bi.go.id/id/publikasi/pera
turan/Documents/PADG_240122.pdf

5

Regulation of Member of
the Board of Governors of

Bank Indonesia No.
21/18/PADG/2019

Bank Indonesia
https://www.bi.go.id/id/publikasi/pera

turan/Documents/padg_211819.pdf

6
Bank Indonesia Regulation

No. 14/23/PBI/2012
Bank Indonesia Transfer

https://www.bi.go.id/id/publikasi/pera
turan/Documents/b121f6a1a7eb4604a

55c3ebfa9bf9965pbi_142313.pdf

7
Bank Indonesia Regulation

No. 23/6/PBI/2021
Bank Indonesia Remittance

https://www.bi.go.id/en/publikasi/per
aturan/Documents/PBI_230621_EN.pdf

8
Bank Indonesia Governor

Decree No.
23/10/KEP.GBI/2021

Bank Indonesia Open API
https://www.bi.go.id/en/layanan/stan

dar/snap/default.aspx

9
Financial Services 

Authority Regulation No.
77/POJK.01/2016

Financial Services
Authority (OJK)

Fintech
Lending,
PayLater

https://ojk.go.id/id/regulasi/otoritas-
jasa-keuangan/peraturan-

ojk/Pages/POJK-Nomor-77-POJK.01-
2016.aspx

10
Financial Services 

Authority Regulation No.
57/POJK.04/2020

Financial Services
Authority (OJK)

Crowdfunding

https://www.ojk.go.id/id/regulasi/Doc
uments/Pages/Penawaran-Efek-

Melalui-Layanan-Urun-Dana-Berbasis-
Teknologi-Informasi/pojk%2057%20-

%2004%20-%202020.pdf

11
Financial Services 

Authority Regulation No.
12/POJK.03/2021

Financial Services
Authority (OJK)

https://www.ojk.go.id/id/regulasi/Doc
uments/Pages/Bank-

Umum/POJK%2012%20-%2003%20-
2021.pdf
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S.No. Regulation Authority Topic Link

12 Bank Indonesia Regulation
No. 23/7/PBI/2021

Bank Indonesia
Payment

Infrastructure
Providers

https://www.bi.go.id/en/publikasi/per
aturan/Documents/PBI_230721_en.pdf

13
Financial Services 

Authority Regulation
No.12/POJK.03/2021

Financial Services
Authority (OJK) Digital Banks

https://www.ojk.go.id/id/regulasi/Doc
uments/Pages/Bank-

Umum/POJK%2012%20-%2003%20-
2021.pdf

14
Financial Services Authority

Regulation No. POJK
13/2018

Financial Services
Authority (OJK) Aggregators

https://www.ojk.go.id/iru/BE/uploads/
regulation/files/file_35a2beef-e4c8-

4ca8-8f42-4cfc0f180246-
07092022161630.pdf

15 Bappebti Regulation 8/2021 Bappebti Crypto Assets
https://bappebti.go.id/pbk/sk_kep_kep

ala_bappebti/detail/8952

16
Bappebti Regulation No. 

13 of 2022 Bappebti Crypto Assets
https://bappebti.go.id/pbk/sk_kep_kep

ala_bappebti/detail/11627

17 Law No. 27 of 2022 on
Personal Data Protection

Government
Regulation

Personal Data
Protection law

https://jdih.setkab.go.id/PUUdoc/1768
37/Salinan_UU_Nomor_27_Tahun_2022.

pdf

18

Government Regulation 
No. 82 of 2012 on the

Management of Electronic
Systems and Transactions

(GR 82)

Ministry of
Communication and
Informatics (“MOCI”)

Data
Localisation

https://jdih.kominfo.go.id/produk_huk
um/view/id/695/t/peraturan+pemerint
ah+nomor+71+tahun+2019+tanggal+10

+oktober+2019

19

Government Regulation No.
71 of 2019 on Organisation
of Electronic Systems and

Transactions (GR 71)

Ministry of
Communication and
Informatics (“MOCI”)

Data
Localisation

https://jdih.kominfo.go.id/produk_huk
um/view/id/714/t/peraturan+menteri+
komunikasi+dan+informatika+nomor+

13+tahun+2019

20
Law No. 11 of 2008 on

Electronic Information 
and Transaction (“EIT”)

Government
Regulation

Data
Protection in

Electronic
System

https://www.icnl.org/wp-
content/uploads/Indonesia_elec.pdf

21
P2SK Law: New omnibus

law to regulate the
financial sector

Government
Regulation

Development
and

Strengthening
of the Financial

Sector

https://peraturan.go.id/files/uu-no-4-
tahun-2023.pdf

Continued.
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Rank Paytech
Player Funding Valuation

(US\)
Website/

App Name
What does 

the company do?
Founded

In
Countries of
Operation

1 Gojek
5.8 
billion

25 billion GoPay

On-demand, multi-
service tech platform
providing access to a
wide range of services
including transport,
payments, food
delivery and logistics.

2007

Indonesia
Malaysia
Vietnam
Thailand
Singapore
Philippines
India
Australia

2 Ovo
2.9 
billion

2 
billion

Ovo
Digital Wallet that
provides payment
infrastructure.

2017 Indonesia

3 Dana 250 Million
1.13
Billion

Dana

Digital Wallet that
provides payment
infrastructure and
financial services.

2017 Thailand

4 ShopeePay
1.6 
billion

19 billion ShopeePay

E-wallet that allows
users to pay for goods
without requiring
bank cards or cash.

2015

Indonesia
Malaysia
Philippines
Singapore

5 Xendit 538 Million
3 
billion

Xendit

Provides payment
solutions and
simplifies the
payment process for
businesses of all sizes.

2014

Indonesia
Philippines
Southeast
Asia

THE RISE OF PAYTECHS

Source: Fintech News Singapore, Top 10 Most Well-Funded Fintechs in Indonesia in 2022

https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
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Rank Paytech
Player Funding Valuation

(US\)
Website/

App Name
What does 

the company do?
Founded

In
Countries of
Operation

6 Midtrans 300 million
5 
billion

Midtrans

Online payments
company that helps
to intermediate
transactions for e-
commerce
companies.

2012 Indonesia

7 LinkAja 200 million 1.5 billion LinkAja
Digital wallet focused
directly on
consumers.

2019 Indonesia

8 Akulaku 320 Million 2.5 billion Akulaku

Digital banking and
Finance platform that
aims to meet the
daily financial needs
of underserved
customers, through
digital banking,
digital financing,
digital investment,
and insurance
brokerage services.

2016

Indonesia
Philippines
Malaysia
Vietnam

9 Kredivo 150 million
1 
billion

Kredivo BNPL 2015
Indonesia
Vietnam

10 Paidy 130 million
1 
billion

Paidy BNPL for online shops 2014 Japan

Source: Fintech News Singapore, Top 10 Most Well-Funded Fintechs in Indonesia in 2022

Continued.

https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
https://fintechnews.sg/64341/indonesia/top-10-most-well-funded-fintechs-in-indonesia/
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STAKEHOLDER POINTS OF VIEW
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The payments industry in Indonesia has experienced
remarkable growth in recent years, driven by factors
such as high smartphone penetration and internet
usage. The government's push for a cashless society
has also played a pivotal role in driving the growth of
digital payments. Reports project that the e-
commerce industry in Indonesia will reach 100 billion
USD by 2025, making it the largest in Southeast Asia.
QR code payments have been particularly successful
in Indonesia, providing a unified platform for
payments across different providers. This has
increased convenience and efficiency for consumers
and merchants. The unique market characteristics of
Indonesia, such as a large unbanked population and
a preference for cash transactions, have contributed
to the success of QR code payments. 

EXECUTIVE SUMMARY

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

"The payments industry in Indonesia has
experienced remarkable growth in recent years,

making it an intriguing and dynamic field."

Several key factors have shaped this industry. First
and foremost, the macro factors such as high
smartphone penetration and internet usage have
played a pivotal role. Additionally, the government's
top-down push for a cashless society has been
instrumental in driving the growth of digital
payments. To provide some context, reports from
Google and Temasek have highlighted the immense
potential of the Indonesian market. With projections
of the e-commerce industry reaching 100 billion USD
by 2025, it will remain the largest in Southeast Asia.
The Indonesian government, particularly Bank
Indonesia (BI), has implemented various initiatives to
promote digital payments and ensure   security   and   
stability.  

The government has implemented regulations to
ensure security and stability in the payments
industry. Efforts are also being made to develop more
efficient and cost-effective methods for cross-border
payments, reducing reliance on traditional systems.
Overall, the interview highlights the growth and
potential of the payments industry in Indonesia,
driven by factors such as technology adoption,
government initiatives, and the success of QR code  
payments. The industry is poised for further
expansion, with a focus on innovation, collaboration,
and providing tailored solutions to empower
merchants and encourage digital adoption.

Chris Yeo
CEO, DOKU

https://www.linkedin.com/in/chrisyeo/
https://www.doku.com/
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One significant development is the adoption of QR
code payments or Quick Response Indonesian
Standard (QRIS). This standardized interoperable
infrastructure has proven successful, with notable
milestones achieved. For instance, in August 2022,
there were approximately 91.7 million transactions
made using QRIS, reflecting robust growth. As for
Doku, our B2B payments platform and gateway, we
have witnessed a fourfold increase in e-money
transactions on our platform in 2022 compared to
2021. 

Virtual accounts (VA) have emerged as a fascinating
payment method, also known as internet banking or
account-to-account (A2A) transfers in other countries.
At Doku, we have experienced a threefold growth in
VA usage, indicating a strong upward trend. Despite
these positive developments, it is important to note
that Indonesia remains predominantly a cash-centric
society, especially in Tier 2 & 3 cities, with overall cash
transactions still accounting for over 50% and e-
money at around 19% of point-of-sale transactions.
This highlights the immense potential for further
growth in digital payments. Considering the current
landscape and the substantial growth opportunities,
it is an exciting time for the payments industry in
Indonesia. 

So in terms of QRIS, do you really see that while
there is obviously a force behind BI to come up with
this initiative, do you see that the merchants would
be equally benefiting from this initiative, including
B2B players like you? 

Absolutely, QRIS brings notable advantages for both
the government and merchants. The primary benefit
lies in the increased convenience it offers to end-
users. Compared to traditional digital payment
methods like credit cards, QRIS transactions are lower
in cost, benefiting the merchants. Customers or users
also enjoy enhanced convenience, and depending on
market incentives, they may receive additional
benefits. 

These factors contribute to the widespread adoption
of QRIS, ultimately benefiting B2B players like us.
Many B2C e-money players are our customers, and
each transaction made through their wallets
generates revenue for us as a payment processor. It is
also important to note that Indonesia has a very low
credit card penetration, so many consumers skip
cards and go directly to using QRIS to replace cash for
offline payments.

You mentioned BI-FAST. Do you think it will have a
significant impact? 

BI-FAST has already made a notable impact. Any
initiative that reduces friction and enhances real-time
A2A transfers brings immense benefits to the market.
Lower costs, increased convenience, and faster
transaction times contribute to its success. BI-FAST
offers a lower cost alternative to existing bank
transfer methods and enables faster transfers. As a
result, account-to-account transactions are likely to
increase. Moreover, BI-FAST encourages further
innovation by providing a layer for fintech companies
to offer fund transfer use cases. This innovation and
the improved infrastructure provided by BI-FAST are
exciting developments for us as payment
infrastructure providers. 

In the short term, virtual accounts (VA) are unlikely to
be replaced. We have observed significant growth in
VA volumes, indicating continued interest from
merchants in expanding their VA channels. VA
remains one of the most preferred payment channels
for consumers. However, we believe that there is
always room for innovation, especially in the context
of transferring funds between bank accounts.
Although VA is currently popular, it still poses some
friction and this suggests potential for future
innovation in this area. 

With the emergence of digital banks and the
presence of BI-FAST, what do you think will happen
to virtual accounts in Indonesia? 



EMERGING PAYMENTS ASSOCIATION ASIA

1.2 How does the outlook of the payments industry
look and what are the main forces shaping it

When considering the outlook of the payments
industry, it's crucial to acknowledge the forces
shaping its trajectory. One of the key factors is
government investment in payments infrastructure.
Governments worldwide recognize the importance of
efficiently moving money from one point to another,
and many Southeast Asian governments are making
proactive investments in this area. The proven
benefits of reduced friction and improved economic
conditions drive this forward-thinking approach. 
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Another significant aspect is the evolution of
consumer wallets in the B2C space. Over the past few
years, consumer wallets have gained rapid popularity,
driven by incentives and government-backed
infrastructure. 

Embedded fintech or embedded payments is another
intriguing concept in the payments landscape. As
payment specialists, we prioritize payments as our
core focus, considering everything else as ancillary
services. We observe numerous non-payments
players starting to offer payment services for
additional monetization. . From our perspective, we
focus on providing the payments infrastructure layer. 

These are some of the trends we observe in the
payments industry. Additionally, drawing from our
experience spanning 15 years, we cater to enterprise
customers across 18 industry sectors.

While the travel sector faced a downturn during the
COVID-19 pandemic, digital commerce witnessed an
upward trend. However, our customers in the travel
industry, including airlines, online travel agencies, and
hotels, have shown increased volumes since last year
but have not reached pre-pandemic levels yet.
Nevertheless, there is still plenty of room for growth.
Diversified portfolio exposure can help mitigate the
impact of slowdowns in specific sectors.

However, we are now witnessing a reduction in
incentives due to a heightened focus on
sustainability. Nevertheless, B2C wallets remain an
integral part of the payments ecosystem. Successful
playbooks, such as Paypal, Alipay, and WeChat, have
emerged, but each country, particularly in Southeast
Asia, will have its unique playbook. It will be
interesting to observe how wallets evolve, especially
with the entry of digital banks that can provide similar
services. 

However, any changes in the usage of virtual
accounts are expected to occur gradually, considering
the ongoing preference of consumers for this
payment method. 

Thus whether fintech player A or B wants to offer
payments, as long as they are our customer and we
still process the transactions, we welcome partnering
with them. 

"Indonesia's economy remains domestically
driven, and we maintain a bullish outlook on its
strong growth prospects. For example, our Total
Payment Volume (TPV) grew by approximately

80% in the previous year, and we are confident in
achieving similar levels of growth this year based
on the positive indicators we have observed this

year."

SECTION 2: NEW PAYMENTS BUSINESS
MODELS 

2.1 What innovations or trends are emerging in the
payments business and operations space? 

When it comes to business models in the payments
industry, it's important to differentiate between B2C
and B2B. B2C payments face challenges due to their
reliance on incentives for volume and growth and a
high cost of funds. Recent reductions in incentives
make this aspect particularly challenging. However,
B2B payments present a different proposition. 
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The digital B2B payments industry has been
established for 20 years and has demonstrated solid,
strong double-digit EBITDA margins globally. Startups
focusing on B2B payments must have positive unit
economics at the transaction level to scale effectively.
Payments, in general, is a scale game, and as long as
transaction level economics are sufficiently positive,
the economies of scale are significant. Therefore,
sustainability, especially at the transaction unit level,
is critical for for B2B players to benefit the entire
ecosystem. 

An interesting trend we have observed is the
significant growth of social commerce, particularly in
Indonesia, which excels in various social categories
such as Instagram and TikTok. Social commerce
presents a compelling area for future growth,
especially considering the existing poor checkout
experience. Improving social sellers' checkout
conversion rates and offering reliable social payment
solutions, regardless of the platform (Instagram,
WhatsApp, etc.), is an area of focus for us. 

Regarding emerging verticals with growth potential in
2023, e-commerce, including social commerce, is
expected to continue growing. However, we also
anticipate interesting growth opportunities in more
mature categories due to increasing digitization.
Traditional sectors are only now beginning to digitize,
such as insurance or recurring payments, where
there is still a significant amount of friction and room
for experience improvement. 

For Enterprise, the focus is not on expanding
horizontally but on delving deeper into each
customer segment. Understanding the payment flow
within each customer's business and identifying areas
for improvement is crucial. Additionally, the segment
of social sellers represents a new business
opportunity, distinct from Enterprise payments. The
strategies for selling, servicing, and providing
payment products to Enterprise customers differ
significantly from those employed for small and
micro-SME sellers. Hence, these segments require
distinct approaches and considerations. 

Overall, the payments industry continues to evolve,
and there are ample opportunities for innovation and
growth across various sectors, including social
commerce and the digitization of traditional
industries.

In 2023, the focus is expected to shift away from
solely pursuing double-digit merchant growth
numbers towards empowering the system through
education and the necessary setups to support
merchant success. 

At Doku, we recognize the importance of assisting
smaller and non-tier one merchants. During the
COVID-19 pandemic, we took the opportunity to
evaluate how we could better serve our merchants
and the countries in which we operate. As a result, we
have renewed our vision of creating economic
opportunities for everyone through payments. While
the direct impact is evident for our merchants, we
also aim to support smaller sellers and individual
sellers, particularly in the realm of social commerce.
The pandemic has led to a significant increase in
people selling various products from their homes
through social platforms, creating opportunities for
better income levels and livelihoods through
improved payment solutions. 

Regarding digitization and empowering merchants,
it's crucial to recognize that merely providing a QR
code for payments is insufficient. Educating and
enabling merchants is essential for their success.
Collaborating with banks to establish an ecosystem
plays a significant role in this endeavor. 

Furthermore, when considering tier 2 and tier 3 cities,
especially in Indonesia, the adoption of digital
payments differs from major cities like Jakarta.
Encouraging digital adoption in these areas requires a
different approach. Relying solely on consumer
incentives is not sustainable.
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2.2 How are businesses using innovation to
overcome the macroeconomic situation and what
new business models are emerging as a result? 

In terms of business operations, the reliance on
internal versus external resources is a consideration
for us as a core payments player. As infrastructure is
fundamental to our business, we evaluate whether to
continue developing certain aspects in-house or rely
on external parties for support. This decision is
influenced by several factors, including the potential
for collaboration with fintech partners and the need
to adapt to the evolving industry landscape. 

Regarding hiring, despite the trend of fintechs
adopting leaner structures, we continue to hire and
expand our team. This is driven by the growth we
have experienced and anticipate in the future, as well
as the favorable state of our financials. 

When it comes to determining whether to handle
certain functions internally or externally, we consider
what is deemed core to our business. For instance, in
the case of SME payments, which represents a new
business opportunity for us, we consider it as a core
aspect and will focus on building the necessary
infrastructure internally. 

Empowering merchants through education and
tailored solutions, especially for smaller sellers, is a
key focus for us in 2023. Additionally, collaborating
with local governments and offering white-label
wallet services contribute to encouraging digital
adoption in different regions and segments 

Whether it's a new fintech, platform, or even the IT
department of a government, we provide the product
and infrastructure to build payment capabilities and
other use cases for their communities or platforms.
We have already been working with some
governments in this regard, aiming to spread our
impact and promote digital adoption across different
geographies and segments. 

Instead, we focus on collaborating with local
governments to encourage the adoption of digital
payment solutions that benefit the entire city,
including the government, merchants, and citizens.
An interesting aspect of Doku is our e-wallet license,
which allows us to offer a white-label wallet-as-a-
service to various entities. 

However, we also take into account the speed at
which we need to bring products to market. In
situations where time-to-market is crucial, we may opt
for external sources. An example of this approach is
our acquisition of a payment provider in Malaysia
called senangPay. This acquisition allowed us to
quickly enter the Malaysian market by partnering with
a suitable local entity, aligning with our core business
while ensuring swift expansion. Overall, our approach
to internal versus external resources is based on
weighing the importance of specific areas, considering
our core capabilities, and balancing the need for
speed and market readiness. 

"Businesses are using innovation to overcome 
the macroeconomic situation by evaluating

whether to continue developing certain aspects 
in-house or rely on external parties for support.

This decision is influenced by factors such as
collaboration with fintech partners and the need

to adapt to the evolving industry landscape." 

SECTION 3: BANKS AND FINTECHS 

3.1 How are fintechs and banks competing in the
following three areas: cross-border payments, real-
time payments, and the rise of central bank digital
currencies (CBDCs)? 

In Indonesia, we have observed a trend where fintech
companies are acquiring banks, essentially
transforming into digital banks. This phenomenon can
be attributed to various factors. Firstly, it depends on
which financial services the fintech player is in.  For
lending tech players, becoming a bank or aligning
strategically with banks offers advantages in terms of
cost of funds forlending. 
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This becomes a significant economic driver for their
unit economics. However, at DOKU, we see ample
opportunities and profitability in the payments sector
alone. 

Regarding cross-border payments, real-time
payments (RTP), and central bank digital currencies
(CBDCs), these are distinct topics. In terms of RTP, we
consider it a critical element for improving
fundamental payments infrastructure. It is
comparable to the evolution of telecommunications
from 2G to 5G, with each iteration enhancing
infrastructure efficiency and reducing friction. RTP
plays a similar role in payment infrastructure,
improving efficiency and reducing friction across the
country. 

While this is beneficial for the industry, our focus as
primarily a business-to-business (B2B) payments
provider lies in exploring intriguing possibilities within
cross-border B2B payment flows, which involve fewer
touchpoints. 

We strive to avoid any conflict of interest and position
ourselves as partners rather than competitors to
banks. In the payments and fintech space, multiple
players operate across various slices of the value
chain, often partnering with banks to distribute their
financial products. For instance, we collaborate with
banks to distribute their virtual accounts (VA),
highlighting the importance of banks as valuable
partners. 

The total addressable market for payments in
Indonesia alone is already more than US$200 billion
TPV, potentially doubling in size by 2025. With such
immense potential and profitable avenues within
payments, we remain focused on serving merchants
and do not perceive a need to become a digital bank.
Rather, as a payments provider, we recognize that
digital banks are our customers, and we actively
engage in partnerships with them. Our aim is to assist
digital banks in acquiring merchants faster and
expanding their top-up or cash-out networks.

In the realm of cross-border payments, we have
witnessed the emergence of fintech companies that
provide value by decreasing the cost of person-to-
person (P2P) remittances, particularly from a cross-
border perspective with low foreign exchange (FX)
rates. 

Additionally, we acknowledge the significance of G2G
(government-to-government) initiatives in promoting
cross-border payment infrastructure. For instance,
the G20 roadmap includes plans for a QR code
interoperability-based cross-border payment
infrastructure, with recent initiatives held in Bali
involving ASEAN central bank governors. Such efforts
require G2G collaboration and cannot be solely driven
by private players like us. Nonetheless, we are
pleased with the progress made in G2G
collaborations, as it opens up opportunities for
corridors like the Malaysia-Indonesia corridor.
Exploring avenues such as facilitating remittances and
human flows between these countries is something
we are actively considering. 

CBDCs (Central Bank Digital Currencies) hold
significant interest and importance, particularly in
Southeast Asian countries where they have taken a
leadership role. As fintech companies, our role lies in
facilitating and encouraging the distribution of CBDCs.
Once established, our focus shifts to promoting their
usage, fostering interoperability, and expanding the
range of offerings related to CBDCs. We perceive
ourselves as having a vital role to play in these specific
areas, and we recognize the intriguing potential they
hold. 

"The relationship between fintechs and banks 
in the areas of cross-border payments, real-time

payments, and CBDCs is multifaceted. We remain
committed to partnerships with banks, leveraging

our expertise in payments to support their 
growth, while also focusing on expanding our own 

offerings within the payments sector."
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Another alternative that has gained traction is Buy
Now, Pay Later (BNPL). While BNPL is not a new
concept, it offers a unique experience and
convenience for consumers, providing them with
easy access to small fixed-style credit. On the
merchant side, BNPL can increase conversion rates
and overall sales. However, it is crucial to implement
appropriate safeguards, such as credit limits based
on robust credit scoring models, to ensure
responsible usage. It's worth noting that BNPL is just
one of many payment methods available, alongside
popular options like virtual accounts (VA) and e-
money. But, BNPL will never replace all the other
payment methods as it just one of many payment
methods 

SECTION 4: ALTERNATIVES TO CASH 

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash? 

In the realm of alternative payment methods, we
have witnessed the growth of QR code adoption
through Indonesia's QRIS system, which we fully
support as it benefits both us and our customers. 

"CBDCs remain a longer term play, and 
therefore their impact on any country or 

sector will take time to build up, and it should
benefit both domestic and cross-border 
payments, depending on the use case."

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

Since domestic payment volumes are typically much
larger than cross-border payments for most
countries, therefore the impact of RTP is more
significant on economic growth across the country.
This will be followed by more efficient cross-border
payments, which would especially benefit trade heavy
countries and businesses. 

As infrastructure players and aggregators, we strive to
offer a wide range of payment methods to our
merchant customers, including various BNPL options.
Nonetheless, it is important for payment players and
merchants to continue providing a diverse selection
of payment methods, as consumers have different
preferences depending on the occasion or use case. 

The success of such an innovation relies on the local
context and the level of digital adoption in a particular
country. China, with its high digital penetration, was
able to embrace the concept effectively. However,
even in advanced countries like Singapore, cash and
traditional practices still hold value. Cultural nuances
and individual preferences play a significant role in
determining the viability of such concepts in different
regions. 

Like the red packet concept, which was successfully
implemented in China, its potential for success in
Indonesia or other Southeast Asian countries
depends on cultural factors and local consumer
preferences. While red packets are not commonly
used in Indonesia, there may be similar cultural
practices with different colored packets.  In Southeast
Asia, Singapore shares some cultural similarities with
China but has not experienced significant adoption of
the red envelope concept. 

4.2 How do you see account-to-account payments
evolving in Indonesia? 

Account-to-account payments play a fundamental
role in the Indonesian payment landscape. They are
widely used for various transactions, including social
media sellers receiving payments from their
customers and large corporate payments. 

This method offers simplicity, reliability, and trust,
especially when both the customer and the seller
have accounts with the same bank, resulting in
potentially zero transaction costs. However,
traditional account-to-account payments still have
some friction points. 

https://www.scmp.com/presented/news/hong-kong/education/topics/new-age-consumer/article/3184805/digital-red-packets-and
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Through payments, we enable their business
expansion, job creation, and socioeconomic impact.
Additionally, we directly engage with social sellers and
collaborate with local governments to improve lives
and livelihoods within communities. Each fintech
player may have its own approach to addressing ESG,
reflecting the diversity of the industry. 

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia? 

Environmental, social, and governance (ESG)
considerations are increasingly important globally,
and it is no different in the Indonesian payments
industry. As governments, customers, investors, and
partners emphasize greater transparency and ESG
principles, players in the industry must find ways to
contribute. At Doku, we view ESG as a core aspect of
our business. It is an evolution that aligns with our
vision of creating economic opportunities for
everyone through payments. The social component,
represented by the "S" in ESG, is particularly relevant.
We contribute to the growth of Indonesian citizens
and the national agenda by empowering our
merchant partners, from large enterprises to small
merchants. 

To optimize this process, banks and fintechs are
actively working on improving reconciliation
processes, enhancing the customer journey, and
implementing other measures to streamline account-
to-account payments. 

4.4 What are your thoughts on the future of cross-
border payments in Indonesia? 

Cross-border payments in Indonesia encompass a
wide range of volumes and interesting use cases,
such as healthcare, education, peer-to-peer
remittances, and import/export transactions. Efforts
are underway to develop more efficient and cost-
effective methods to transfer funds from one point to
another, reducing reliance on traditional systems like
SWIFT. The objective is to provide faster and cheaper
cross-border payment services, fostering greater
convenience and facilitating economic activities. 

SECTION 5: QUICK QUESTIONS 

5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

"The success of QR code payments in 
Indonesia can be attributed to the unique market

characteristics of the country, such as a large
unbanked population and a preference for cash

transactions."

"In the Indonesian fintech landscape, there is a 
mix of focus on deep vs. wide market coverage.

Newer fintech players or those who are not 
core fintech tend to prioritize offering broader 

set of financial services, while experienced 
fintech players tend to go deeper in a 

specific financial service."

The future of cross-border payments in Indonesia
holds significant potential. The Bank of Indonesia is
actively exploring opportunities in this area, including
launching cross-border QRIS (Quick Response Code
Indonesian Standard) with other ASEAN countries.
This initiative aims not only to serve tourism but also
to enhance facilitation between nations.

Although it's a combination of both approaches, there
is a slight inclination towards providing a broader set
of financial services in Indonesia. 

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia? 

Partnerships have become increasingly important for
fintechs in Indonesia. The fintech value chain is
becoming more disaggregated, with multiple
intermediaries and fintech-as-a-service models
emerging. As a result, partnerships play a crucial role
in unlocking new revenue streams, facilitating cross-
selling opportunities, and accelerating the launch of
new products. 
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With deep payments expertise built over 15 years,
our staff possesses valuable industry knowledge,
whether in business operations, product
development, or technology. This in-depth
understanding of the payments industry, especially
the infrastructure, remains crucial. 

At Doku, we embrace an open partnership
philosophy, actively collaborating with banks, other
fintechs, and digital banks to drive cross-selling,
expand distribution, and accelerate merchant
acquisition. We believe that fostering more
partnerships, rather than building isolated
ecosystems, enables fintechs to grow more rapidly. 

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff? 

For core functions, it is essential for fintechs to build
in-house expertise. Payments, in particular, require
industry knowledge and expertise due to the
handling of money and the importance of ensuring
secure and timely transactions. At Doku, we prioritize
building our in-house capabilities and knowledge,
which has contributed to our success over the years.

5.5. Do you think that in Indonesia we will see a
unicorn which is very different, which is indigenous,
which means that it is specific only to Indonesia and
there is no such example of it anywhere else in the
world? If so, which vertical do you think it will belong
to?

Regarding the emergence of local unicorns specific to
Indonesia, it is highly likely to happen. Indonesia's
fintech market is enormous, being the largest in
Southeast Asia, with payments being a significant part
of it. As long as fintech players can demonstrate
sustainability and profitability, there is ample room
for more unicorns to emerge. The fintech market in
Indonesia is not a winner-takes-all scenario due to its
size and the constant emergence of new disruptive
players. Hence, we can expect more fintech unicorns
in the future, particularly in the payments sector.
Doku aspires to be one of them, reflecting the local
essence and contributing to the growth of Indonesia's
fintech ecosystem.

The approach to product development depends on
whether it is core to the business or an adjacent
offering. Fintechs should generally build core
products, as it aligns with their expertise and ensures
control over critical functions. However, for adjacent
businesses that provide value-added services,
partnering becomes more favorable. It's a spectrum
where the closer a product is to the core, the more
viable it is to build it in-house. As products move
towards the outer layer, fintechs should consider
partnering. At Doku, we prioritize building our core
payment solutions but partner with banks or lending
P2P fintechs to help distribute their lending products,
creating a mutually beneficial relationship. 

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 
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EXECUTIVE SUMMARY

The Indonesian payments industry has experienced
significant growth in recent years, driven by favorable
regulatory environments and initiatives like the
Indonesia Payments System Blueprint 2025 and BI
Snap. There is still significant room for growth, with
approximately 50% of the population still unbanked.
Ayoconnect acts as a facilitator between banks and
other financial institutions, tailoring its approach to
their unique requirements. The company's bespoke
model allows for tremendous value creation, and its
technology is transferrable to other markets. QRIS has
been a game-changer for the industry, allowing for
interoperability between different payment systems
and making it easier for consumers to make digital
payments. The private sector is playing a key role in
driving innovation forward in the industry, and
companies like Ayoconnect are at the forefront of this
innovation.

Jakob Rost
CEO, Ayoconnect

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

I believe the payments industry in Indonesia is
currently in an exciting and dynamic phase. Over the
past few years, several factors have shaped the
industry and set the foundation for its growth.

Firstly, the regulatory environment in Indonesia has
been favorable for the payments industry. While
regulatory bodies may have been catching up with
developments, they have established principles and
guidelines that provide clarity for businesses
operating in the space. Initiatives such as the
payments blueprint 2025 and BI-FAST, launched last
year, have had a positive impact on the industry.
These initiatives have provided clarity on how
businesses can operate in the payments sector,
including aspects like APIs. Having a rule book in place
has fostered a common language and
standardization, allowing businesses to align their
operations. The private sector has played a crucial
role in building on these regulations, and the industry
has witnessed progress as partners embrace the
guidelines and work towards compliance.

Secondly, there has been a significant shift in
consumer behavior towards digital payments. The
introduction of QRIS (Quick Response Code
Indonesian Standard) has had a profound impact on
consumer payments and working payments. There
has been a gradual transition from cash to digital
payments, supported by extensive customer
education efforts. 

https://ayoconnect.com/
https://www.linkedin.com/in/jakobrost/
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I think the second thing that's happened is on the
consumer side with the likes of QRIS that came in that
had a heavy impact on consumer payments but also
working payments and so on. There's definitely a
bigger shift towards mobile to what's digital with
cashless payments. Yes, a lot of education has been
nonetheless probably three to five years on that and a
lot of companies spend a lot of money educating
customers and getting over that initial hurdle of trying
out something new, but I think now it we're fully there
where actually the adoption rate is very high and also
consumer is willing to then go to new channels if they
exist or if they if they get launched versus like going
from cash to digital was a big big change.

While significant progress has been made, there are
still challenges that need to be addressed.
Interoperability, reconciliation, and security remain
key areas of focus. Fraud prevention is crucial to
maintaining trust in digital transactions. Additionally,
businesses face the decision of whether to build or
buy solutions to meet their requirements.

As a player in the industry, our role is to improve and
simplify the payments landscape. We aim to offer
plug-and-play solutions that seamlessly integrate with
our clients' systems, allowing them to focus on their
core value proposition and customer experience. By
addressing interoperability, reconciliation, security,
and other challenges, we strive to make payments
and fintech use cases more accessible and user-
friendly.

After three to five years of education and overcoming
initial hesitations, the adoption rate of digital
payments is now high. Consumers are more willing to
embrace new channels and options as they become
available. Mobile and digital payments are becoming
the norm, transforming the way people transact.

However, certain challenges remain, including
interoperability, reconciliation, security, fraud
prevention, and the decision of whether to build or
buy solutions. Companies like ours play a vital role in
addressing these challenges. We aim to enhance the
payment ecosystem by offering plug-and-play
solutions that allow clients to focus on their core
value propositions, serve their customers, and
seamlessly embed payment and fintech
functionalities within their platforms.

Have banks become easier to work with now that
there are compliance standards in place? Has this
increased their trust in your services?

Absolutely, we have established strong partnerships
with numerous banks. In fact, some of our clients also
serve as our partners in the supply chain. This
comprehensive involvement allows us to have
valuable insights into the entire value chain, from
start to finish.

When engaging with banks, we engage with various
departments simultaneously, including regulatory,
compliance, legal, commercial, marketing, operations,
and technology. Each department has its own key
performance indicators and risk aversion practices.
Before any progress can be made, multiple boxes
must be checked. Although it can be complex, we
have gained experience over time in understanding
and collaborating effectively with our banking
partners. This has enabled us to forge relationships
with prominent institutions such as Mandiri, BNI, and
BRI, which, in turn, further strengthens our banking
partnerships.

The implementation of legal and compliance
measures has undoubtedly instilled confidence
among banks. In any business relationship,
uncertainty is detrimental. While some of our banking
partners are still in the process of implementing these
changes, they willingly undertake the necessary
adjustments.

With these three foundational blocks in place, the
industry is well-positioned for further growth. 
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Although it may cause temporary disruptions lasting a
few months, the long-term benefits for both us and
our banking partners are substantial. It's comparable
to building a house and making specific modifications
—although it requires additional effort initially, the
end result is compliance with all necessary
requirements. However, this is only one aspect of the
equation. Banks also inquire about our licensing as
Ayoconnect, the readiness of our tech stack, our
partnerships, and our fraud detection and mitigation
systems. Compliance is just one of the five essential
components we must excel in to meet their
expectations.

With the major banks already on board, what are
your plans for expanding to the more remote parts of
Indonesia?

Our vision is to collaborate with as many banks as
possible in various capacies. The Indonesian banking
ecosystem has a unique characteristic of being highly
concentrated. Unlike the United States, where there
are thousands of banks, here we have around four or
five banks that dominate 80% of the market. Working
with these key players is essential, and we prioritize
official partnerships and building strong business
relationships with them, even if it takes longer to
establish. We firmly believe in operating with the
consent and cooperation of the banks, rather than
resorting to quick fixes or unauthorized solutions. Our
long-term perspective guides us in seeking official
partnerships, even if it means investing additional
time and effort. This is why we initially focused on
collaborating with the major four or five banks, two of
which have also become our investors.

Moving forward, our aim is to expand downstream
and engage with other banks as well. While mid-sized
or tier 3 banks may not have been willing to work with
us initially, once we establish partnerships with the
major banks, it becomes more of a "me too" scenario,
where other banks express interest in being part of
our ecosystem. 

We have been fortunate to gain the support of both
Mandiri and BRI, despite their competition as the
largest state-owned banks. We convinced them that
consolidating our efforts within one platform,
benefiting from economies of scale, would be
mutually advantageous.

"I believe the payments industry in Indonesia 
is currently in an exciting and dynamic phase.
Over the past few years, several factors have

shaped the industry and set the foundation for
 its growth." 

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future? 

Looking ahead, I believe the payments industry will
experience a significant acceleration in growth,
moving towards an exponential trajectory. The
progress we have witnessed so far has been steady
but gradual, and we are now approaching a tipping
point. Within this landscape, merchants, consumers,
regulatory bodies, and banking partners are key
players shaping the industry's future. At Ayoconnect,
our role is to connect and facilitate cooperation
among competing banks and merchants through a
centralized platform.

From a broader perspective, there is a growing need
for interoperability, particularly from the consumer
standpoint. Ensuring seamless compatibility and
connectivity among different payment systems is a
crucial aspect that will shape the industry's trajectory
moving forward.

"Looking ahead, I believe the payments 
industry will experience a significant 

acceleration in growth, moving towards an
exponential trajectory. The progress we have

witnessed so far has been steady but gradual, 
and we are now approaching a tipping point."
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On the business side, there is a growing demand for
innovative solutions that address specific industry
challenges and meet the needs of businesses.
Companies of all sizes, including fintechs, are now
more conscious of cost and efficiency metrics. We
have experienced a surge in inbound interest from
companies that have shifted from empire-building
mode to seeking partnership models. The "make vs.
buy" decision is now centered around finding actual
partners, and our value proposition is aligned with
this trend. We ensure that partnering with us is more
cost-effective than developing and operating
solutions in-house. By running it EBITDA positive from
day one, we offer a win-win situation. As we leverage
economies of scale, the infrastructure costs remain
consistent regardless of the number of companies
using it.

Another trend is the idea that every company will
become a fintech. We strongly believe in this notion,
and it is now coming to fruition. Companies are
seeking to monetize their ecosystems and user bases
more effectively. Fee-based income remains
important, but there is a growing emphasis on
frequency as well. Some partners have use cases
where users would typically only open an app once or
twice a quarter. However, there are now financial use
cases with higher frequency, such as utility bill
payments and various other payment types.
Additionally, some companies are interested in
leveraging financial use cases to gain a deeper
understanding of their users. By analyzing financial
behaviors, they can better align their core value
proposition with user needs and preferences.

2.1 What innovations or trends are emerging in the
payments business and operations space? 

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

When it comes to the payments business and
operations space, we observe two significant aspects:
the business side and the operational side.

Regarding banks and consumer information, how do
you ensure consumer protection while considering
the potential monetization of consumer
information? Is this emerging in Indonesia?

It is crucial to differentiate between consumer-facing
platforms or banks when it comes to the use of
consumer data. Banks have the right to leverage their
own data within regulatory frameworks to monetize
their services and create an ecosystem of offerings.
This is the foundation for creating super apps and
maximizing the value for customers. However, it's
important to acknowledge that open competition still
exists, and consumers have the freedom to choose.
They compare rates, utilize different banks for specific
use cases, and may even choose to debundle their
financial stack. While companies strive to consolidate
their offerings, consumer choice remains significant.

As for Ayoconnect, we function as a facilitator or
connector, much like the engine of a car or the hood
that brings various components together. Monetizing
consumer data is not our business model, nor are we
permitted to do so. Engaging in such practices would
be detrimental to our reputation and
counterproductive to our goals. Monetizing consumer
data would represent only a small fraction of our
overall business objectives.

Do you see the emergence of consumer data
utilization considering the presence of several major
super apps operating in Indonesia?

We firmly believe that consumers should have control
over their own data. In certain instances, it may be
beneficial for consumers to share their data, such as
when applying for a mortgage through a super app
that may not have that specific product in its
ecosystem. In Indonesia, there is still a need for
customers to provide bank statements and other
data, even if it's already captured elsewhere.
Leveraging data for fee-based income, such as
providing eKYC services or sharing information about
customers' financial product preferences, can be a
valid approach.
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It is indeed intriguing when it comes to consumer
data. Our belief is that consumers should have full
control over their own data. There are situations
where data sharing can benefit all parties involved.
For example, imagine using a super app to apply for a
mortgage, but the specific mortgage product is not
available within the app's ecosystem. Currently, in
Indonesia, users still need to provide separate
documents such as bank statements and eKTP data.
However, if the required data is already captured
elsewhere, it presents an opportunity for fee-based
income by offering the convenience of pre-existing
eKYC verification for the user. As a platform, we may
also gain valuable insights into the user's financial
product preferences based on their data, leading to a
more personalized experience.

It is crucial to shift our focus from abstract principles
or initial specifications that may result in rejecting
data sharing requests. By analyzing practical use
cases and their impact on businesses, we discover the
true potential of data utilization. It becomes
increasingly evident how data sharing can bring value
to various aspects of the business.

When considering actual use cases and their impact
on businesses, the potential of data sharing becomes
more evident.

We believe that consumer platforms should prioritize
forming strategic partnerships as they recognize the
limitations of building everything internally. An
excellent example is the partnership between Jago
and Gojek, leveraging each other's strengths in
banking and lending. Ultimately, such collaborations
result in fee-based income and revenue sharing.
Open finance as a concept holds promise in enabling
the sharing of customer data with proper consent.
However, to achieve this, it is essential to establish a
common language, blueprint, or set of principles that
guide data sharing practices. While this
transformation will not occur overnight, the success
of one or two pioneering companies in implementing
these practices can pave the way for others to follow
suit.

“On the business side, there is a growing demand
for innovative solutions that address specific

industry challenges and meet the needs of
businesses. Companies of all sizes, including

fintechs, are now more conscious of 
cost and efficiency metrics."

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result? 

In the face of the current macroeconomic situation,
businesses recognize the need to embrace innovation
as a means of survival. The key lies in their ability to
adapt to the new normal and leverage digitalization
as a strategic advantage. By harnessing technology,
companies can enhance their operational efficiency
and build resilience.

In the realm of payments, which encompasses a
significant portion of the challenges faced by
businesses, we observe two notable trends. Firstly,
there is a wave of innovation bringing forth new
payment rails. For instance, initiatives like BI-FAST are
enabling real-time and more cost-effective
transactions, along with improved reconciliation
processes. This introduction of complementary rails,
including those initiated by the central bank, adds
excitement to the landscape. Previously, private
companies had to build their own infrastructure for
disbursing funds. However, now there is a centralized,
top-down approach that aligns expectations across
the ecosystem.

The second trend pertains to operational
considerations. Establishing payment rails is one
aspect, but businesses also need to address their
internal operational challenges. To accomplish this,
we foresee the emergence of solution layers tailored
to specific business needs. Initially, we started
addressing this in the enterprise segment, where high
transaction volumes generated internal pain points
that couldn't be managed through manual processes
alone. 
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Businesses are becoming more open to digitization
and are actively seeking ways to integrate various
payment methods. They recognize the value of
utilizing virtual accounts (VA), but often question how
to seamlessly integrate them into their existing
technology stack. Similarly, they express interest in
leveraging services like Pay by Account by
MasterCard, which further expands the range of
possibilities and opportunities for businesses.

Overall, the pursuit of innovation and the exploration
of new business models are enabling companies to
navigate the macroeconomic challenges while
capitalizing on the benefits offered by digitalization.
By embracing these advancements, businesses
position themselves for success in the evolving
landscape.

As we move forward, this trend will extend to the
MSME sector as well. Companies will increasingly
adopt payment links, embedded payment solutions,
and merchant portals that encompass payments and
recruitment processes. The integration of these
solutions into existing systems will be a compelling
aspect to observe in the coming years.

Can you explain how partnerships and solution
layers are important for businesses in the context of
payment innovation?

Absolutely, when it comes to the enterprise side,
businesses are increasingly open to partnerships,
recognizing the potential of collaboration in the
rapidly evolving payment landscape. This openness
extends to embracing new payment rails developed
by networks or other players in the market. For
instance, even renowned platforms like PayPal may
introduce their own innovative solutions. The key
here is to remain adaptable and receptive to such
developments.

What we bring to the table is access to a robust client
ecosystem, which is highly valued by banks, networks,
and other stakeholders. Our role extends beyond
simply implementing and operating payment rails. 

We have the capability to build solution layers around
these rails, providing a comprehensive package for
businesses. This involves bundling and aggregating
various payment options, as well as creating bespoke
solutions tailored to the specific needs of the client
ecosystem. By doing so, we empower businesses to
effectively utilize and scale these solutions, driving
growth and enhancing operational efficiency.

"In the face of the current macroeconomic
situation, businesses recognize the need to

embrace innovation as a means of survival. 
The key lies in their ability to adapt to the new

normal and leverage digitalization as a 
strategic advantage."

SECTION 3: BANKS AND FINTECHS

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments, real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

When it comes to cross-border payments, fintechs
have made significant strides in providing efficient
and well-executed solutions. While banks traditionally
handle this core aspect, fintechs have emerged as
formidable competitors.

 It remains to be seen whether they will erode each
other's market share or contribute to the overall
growth of the sector. In our case, we have focused
more on domestic payments and remittance, which is
a substantial market even on an absolute basis.

In Indonesia, the prevailing model leans towards
collaboration between banks and fintechs. However,
there may still be areas where banks excel in terms
of competition, with international remittance being
one such example.

Regarding central bank digital currencies (CBDCs),
their introduction is inevitable and will have a
profound impact on both domestic and international
payment systems. 
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However, it is still early in the process, and I cannot
provide an exact timeline. Regulatory considerations
and phased pilot programs are likely to precede
widespread implementation. CBDCs are more of a
long-term prospect.

Real-time payments, on the other hand, are a
significant focus area. In Indonesia, real-time
payments already exist, which sets it apart from
regions like Europe. However, there are challenges
such as cost and transaction limits. Bridging these
gaps across all dimensions, including P2P payments,
will be an exciting development. Digital banks will
address accessibility issues, Ayoconnect will facilitate
real-time payment access for banks and consumers,
and consumer education will contribute to seamless
money transfers between individuals and businesses.

“Fintechs have made significant strides in 
providing efficient and well-executed 

cross-border payment solutions. While banks
traditionally handle this core aspect, fintechs 

have emerged as formidable competitors. 
It remains to be seen whether they will erode 

each other's market share or contribute to 
the overall growth of the sector.”

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

In my assessment, the utmost focus should be on
prioritizing real-time payments in Indonesia. Bank
Indonesia's BI-FAST system, which we also leverage
for our FAST Disbursement solution, was introduced
in late 2021. This system offers individuals swift,
round-the-clock, and cost-effective transfers,
positioning it as one of the most favorable choices for
individual transactions in the country. Notably, BI has
plans to establish it as the foundation for various real-
time transfer mechanisms, including bulk credit
transfers, which will significantly enhance accessibility
and efficiency for business transactions. 

These advancements hold the potential to fuel
exciting developments and economic growth in the
near future.

Subsequently, attention should be directed towards
cross-border payments, a priority identified by the
G20 Presidency in the previous year. However, I
believe that it is imperative to first prioritize domestic
financial inclusion and the digitalization of the local
economy. By strengthening these areas, Indonesia
can lay a solid foundation for seamless cross-border
transactions.

Regarding Central Bank Digital Currencies (CBDCs), it
is my perspective that they are better suited for long-
term considerations and do not currently warrant
high priority in the country's economic agenda.
Allocating resources and efforts towards other
pressing matters would yield more immediate and
substantial benefits for Indonesia's economy.

“BI has plans to establish it as the foundation
for various real-time transfer mechanisms,

including bulk credit transfers, which will
significantly enhance accessibility and

efficiency for business transactions. These
advancements hold the potential to fuel

exciting developments and economic 
growth in the near future.”

SECTION 4: ALTERNATIVES TO CASH      

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash?

From a business perspective, I believe that buy now,
pay later (BNPL) is an innovative concept with
significant potential. It is crucial to differentiate
between productive loans and consumer loans.
Productive loans, especially for MSMEs, provide
access to much-needed liquidity that may not be
readily available elsewhere. In Indonesia, the line
between personal and business expenses can be
fluid, with individuals using BNPL platforms to
purchase assets for their businesses.
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For consumers, BNPL can be a valuable solution to
address short-term liquidity gaps, such as financial
emergencies. However, it is essential to accompany
BNPL with robust consumer education. Without
proper financial literacy, consumers may fall into
traps or encounter pitfalls associated with BNPL. It is
crucial to view BNPL as a tool that can be both
beneficial and potentially risky, similar to water. Water
can be dangerous, but it can also be harnessed by
building a boat and utilizing it to our advantage.

To ensure the success and responsible use of BNPL,
certain factors need to be addressed. These include
fair and transparent pricing, ensuring that costs are
reasonable and easily understood by consumers.
Additionally, extensive consumer education programs
should be implemented to enhance financial literacy
and help individuals make informed decisions. By
focusing on affordable pricing, transparency, and
education, we can contribute to the positive impact of
BNPL while acknowledging the undeniable success it
has achieved thus far.

This use case has proven to be productive and
beneficial, as long as the cost of borrowing is
reasonable.

"From a business perspective, I believe that 
Buy Now, Pay Later (BNPL) is an innovative 

concept with significant potential. It is crucial 
to differentiate between productive loans and

consumer loans." 

4.2 How do you see account-to-account payments
evolving in Indonesia?

Account-to-account payments have emerged as the
focal point of the digital payment revolution in
Indonesia following the pandemic. This trend is
expected to continue its upward trajectory due to
various factors at play. The country boasts a high
penetration of smartphones, which facilitates the
widespread adoption of digital payments. 

Additionally, the popularity of social commerce
shopping and the prevalent usage of e-wallets further
contribute to this growth.

It is worth noting that the government has played a
crucial role in driving this development by actively
promoting financial inclusion among the unbanked
and underbanked populations. An example of their
efforts is the introduction of QRIS (Indonesia's
standard QR code system) in late 2019. This initiative
enables micro, small, and medium enterprises
(MSMEs) to receive payments from multiple banks or
non-bank institutions (e-wallet providers) through a
single QR code.

Given these favorable circumstances, it is evident that
there is immense potential for further advancements
in account-to-account payments in Indonesia.
Ayoconnect is thrilled to be actively involved in this
dynamic landscape, as we look forward to
contributing to the exciting developments that lie
ahead.

"Account-to-account payments are a 
crucial aspect of the payments industry, 

and we expect to see significant growth in 
this area in Indonesia. With the rise of

digitalization and the increasing adoption 
of e-wallets, we anticipate that account-to-

account payments will become more 
prevalent and accessible to individuals

 and businesses alike." 

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

The growing awareness of ESG is widely
acknowledged, marking a significant shift from a few
years ago when it was a relatively unfamiliar concept
to many industry players. While there is an increasing
emphasis on prioritizing ESG factors, it is important to
note that its integration is still in its early stages within
the payments industry in Indonesia.
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Unlike in Western countries or more developed
markets, where ESG has become a mandatory
requirement for conducting business with certain
partners, the situation in Indonesia is different. ESG
practices are currently viewed as optional, often
encompassed within corporate social responsibility
(CSR) initiatives. While some organizations do
incorporate ESG principles in specific areas, it is not
yet a fundamental aspect of the overall business
landscape and strategic roadmap. Nonetheless,
progress is being made in recognizing the importance
of ESG considerations in the industry.  

4.4 What are your thoughts on the future of cross-
border payments in Indonesia?

Cross-border payments in Indonesia are poised to
become a significant growth opportunity. The
Indonesian government, in collaboration with the
Bank of Indonesia (BI), is actively working on
implementing QR-based cross-border payment
systems with select ASEAN countries. Notably, this
year, the payment system has already been launched
in Thailand and is currently being piloted in Malaysia,
with Singapore as the next target market.

"While there is an increasing emphasis on
prioritizing ESG factors, it is important to note

that its integration is still in its early stages 
within the payments industry in Indonesia."

With the QR cross-border payment system,
Indonesian individuals will be able to digitally transact
in Rupiah by scanning QR codes at merchants in the
respective countries. This development highlights the
Indonesian government's serious commitment to
advancing cross-border payments, as evidenced by its
inclusion in the priority agenda during the 2022
Indonesian G20 Presidency. Efforts are underway to
expand the availability of QR cross-border payments
to additional countries, including Japan and Saudi
Arabia.

Considering Indonesia's rapid development and
growing economy, the future of cross-border
payments in the country appears highly promising. As
Indonesian businesses continue to expand and
engage in international trade, the demand for
efficient and accessible cross-border payment
solutions will surge. This presents a valuable
opportunity for the market to embrace innovative
payment methods that cater to the evolving needs of
businesses operating across borders.      

"As Indonesian businesses continue to expand
and engage in international trade, the demand

for efficient and accessible cross-border
 payment solutions will surge."

SECTION 5: QUICK QUESTIONS

5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

During the initial one to three years, fintechs typically
prioritize going deep within a specific market
segment. As an example, we can consider Gojek's
evolution, starting as a ride-hailing service for
motorbikes and gradually expanding to include cars,
logistics, groceries, and financial services. This pattern
is observed across various sectors, not limited to
transportation and fintech. Even within fintech, a
company can choose to specialize further, such as
offering mortgage services for a specific consumer
segment. The advantage in Indonesia is the vast
market size, allowing fintechs to target niche
segments with compelling value propositions. 

However, as the business matures, a broader market
coverage becomes crucial, particularly for scaling
financial products and building cost-efficient
infrastructure.          

"During the initial one to three years, fintechs
typically prioritize going deep within a specific

market segment."
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5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

Partnerships play an indispensable role for fintechs
operating in Indonesia. The local market has a unique
collaborative and inclusive nature, contrary to the
media narrative of fintechs solely capturing market
share. Increasingly, banks and fintechs are embracing
partnerships and investments, reflecting a shift
toward a more cooperative approach. Given the
dominance of a few large banks in the centralized
banking system, partnerships become necessary for
fintechs to navigate the landscape effectively. Fintechs
cannot displace established super apps or banks;
instead, they need to work alongside them as
essential components of the economy.

 5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

The decision between outsourcing and hiring in-
house staff depends on each company's
circumstances and the preferences of its founders.
While maintaining control over quality, fostering
inclusivity, and aligning employees with the long-
term vision are often achieved through in-house
hiring, there may be certain functions that are
more suitable for outsourcing. Striking a balance is
essential, but many fintechs prioritize keeping core
operations in-house to retain greater control over
their unique value proposition.

"Partnerships play an indispensable role for
fintechs operating in Indonesia."

"Fintechs should focus on building the parts 
of their product that differentiate their value

proposition and constitute their core business."

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 

Fintechs should focus on building the parts of their
product that differentiate their value proposition and
constitute their core business. For these aspects,
nailing the execution is crucial. However, leveraging
existing infrastructure, platforms, or cloud
architecture for other components is acceptable and
even encouraged. Gone are the days of setting up
server stacks in a corner; the industry has shifted
towards modular approaches and utilizing available
tools and APIs. Educating founders about the
possibilities and accelerating their understanding of
the evolving digital landscape is necessary. While the
technology is readily available, the human element of
adapting to new methodologies and swiftly
embracing digital transformations remains a key
challenge for companies and founders.

Is there a super app or anything else that's so
specific to Indonesia that no other part of the world
has? Like, for example, not a me-too, but it's
something which is indigenously Indonesian. 

It is arguable that unique concepts have already
emerged in Indonesia. Generally, humans worldwide
have similar basic needs like eating and
transportation. Therefore, a super app fulfills these
fundamental requirements, but the execution can
differ. For instance, the introduction of ride-hailing
services specifically tailored to two-wheeler
transportation was a unique concept initially rooted in
Indonesia before expanding to other markets.
However, the core need of moving from point A to
point B remains the same. Hence, one can perceive it
as both unique and an adaptation of existing models
like Uber. In terms of potential uniqueness among
unicorns, I believe it could revolve around
collaborative models. Fintech companies partnering
with banks, ecosystems, or utilizing existing banking
infrastructure for distribution purposes might be a
distinctive approach. Considering the dynamics of the
Indonesian market, such developments are more
likely to occur here.
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EXECUTIVE SUMMARY

Brent Chinn
Managing Director at PT
Timkado Sejahtera
Indonesia

Collaboration with the government is crucial in this
industry. The government encourages investments
that improve infrastructure, reduce transaction costs,
and benefit the Indonesian people. In challenging
macroeconomic conditions, businesses should find
efficient ways to operate. This could mean focusing
on core functions and outsourcing non-core activities
where expertise may be lacking. 

In the payments industry in Indonesia, fintechs often
focus on what brings them profit or attracts investors,
rather than achieving deep or wide market coverage.
The concept of a super app, like WeChat in China, is
not yet fully realized in Indonesia. The most widely
used app here is WhatsApp, which doesn’t offer
payment services.

In China, the super app model allows for seamless
discovery, payment, and fulfillment of purchases
from a single point. However, it’s challenging to
incorporate chat into an e-commerce app. It’s easier
to start with a chat-based system and then add
purchasing options.

Innovation, cost efficiency, and government
collaboration are key to success in Indonesia’s
payments industry.

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

The payments industry in Indonesia has witnessed a
surge in foreign direct investment, prompting local
players to increase their investments in the sector.
The COVID-19 pandemic has accelerated the adoption
of mobile digital services, leading to a situation where
numerous players, both foreign and local, have
entered the market. However, this influx of
participants will eventually lead to a period of
consolidation.

It is worth noting that there are currently 16 digital
bank licenses in existence, a fact that many people
may not fully grasp. It is important to understand that
only a few digital banks worldwide are profitable, with
South Korea possibly having one and the profitability
of those in the UK remaining uncertain. From the
government's perspective, they encourage
investments that enhance infrastructure, reduce
transaction costs, and benefit the Indonesian people.
Consequently, the market is experiencing a classic
boom-bust cycle, and the industry is poised for
consolidation. Fintech companies specializing in a
single product have realized the need to diversify
their offerings to sustain their survival and secure
additional funding. 

https://www.linkedin.com/in/brent-chinn-125b3a1/
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In some cases, these companies are acquiring brick-
and-mortar businesses due to the steady cash flow
they provide. This pattern of convergence is not new
and has been observed in historical instances like
AOL's acquisition of Time Warner or PCCW's purchase
of Hong Kong Telecom.

While some investors may have a U.S.-centric
perspective, it is crucial to recognize that the Silicon
Valley paradigm does not apply universally at all
times. The Indonesian market is becoming intensely
competitive, a normal phase of the business cycle.
Players lacking sufficient funding and a strong local
presence will find themselves at a disadvantage.
Traditional banks, often considered the entities being
disrupted, have managed to catch up by embracing
digital innovation while maintaining their core
franchise.

With 16 digital banks currently in existence, it is
evident that not all of them will survive. Some may
transform into digital arms of existing banking
entities, while others will either consolidate or exit the
market. The high costs associated with funding
operations in Indonesia further contribute to this
scenario, necessitating careful strategic decisions for
sustainability.

What is your take on digital banking? Do you think
that these banks, when you say that they'll become a
digital arm, do you think the banks will take over
them and have their payment transactions run
through this side of the business? Or do you see
anything else happening in terms of the licensing
being used? 

The capex is huge, and so Amazon had the benefit of
AWS, Amazon web services, which provided the
margins required so that otherwise they had their
own crisis where everyone was looking at the capex
and the margins, the profit margins for Amazon, and
they hated it. But then they realized that the cash flow
was strong enough, they got past that period, and the
rest was history.

You have a group of e-commerce players who are
trying to follow the China model, which is the Alipay
model. So, in that model, what you had was digital
banks forming a core profit center for Alibaba, the e-
commerce, because e-commerce is not that
profitable.  It can't be because it is so logistically
expensive. 

In Indonesia, there are four main players, some local
and some foreign, who are facing a common
challenge. They lack alternative avenues to generate
sufficiently high margins. As a result, many of them
are venturing into fintech and seeking partnerships
with digital banks. This strategy is intriguing because
it enables monetization and leveraging of digital
components, particularly through cash management.
Alipay and Ant Financial, for example, were able to
improve their margins by implementing a specific
solution. However, we have yet to discover such a
solution in Indonesia. It will be interesting to see
which players can successfully develop a
comprehensive solution stack. If they fail to do so,
their core business will likely remain unprofitable.
Their core business will very likely continue to be
money losing. 

Got it. So when you mention the core stack again
here, do you see payment players getting an impact?
So how would you mean the payment solutions stack
for Alibaba? 

Alibaba is you have an e-commerce engine, you have
an e-wallet, you have a bank, and then you have an
acquisition vehicle. And in their case, the acquisition
vehicle was WeChat. So when you chat, even though it
wasn't owned by Alibaba, it provided a platform for
discovery for services and goods, and then you can do
your payments automatically and seamlessly. And
because the Chinese government basically said we
just want one player in this to be the winner, that they
became the dominant source of the... that led to the
success for Alibaba. 
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So now the problem here, so what are the solution
stocks in Indonesia? So we have the four main
players. Tokopedia, you can say Grab even though
they don't have an e-commerce play here in
Indonesia. You've got Lazada, Bukalapak, and
actually, you have a fifth player now, which is
Akulaku. Which, although they come in as a fintech
peer play, they reach they have a bank now, and they
are starting to build out their e-commerce platform,
small even though it's small. So you have Shop EC
Bank, you have Akulako Bank Neo. You have Jago with
Tokopedia. Grab hasn't figured out what they want to
do, and neither has Bukalapak.  The rumor is because
Mtech invested in both, that there's got to be some
sort of consolidation down the line because through
that group Mtech, you can get access to Dana,
another e-wallet, as well as potentially another bank.
The rumor is Bank Fomo could be potentially that
bank. 

There is a group of e-commerce players aiming to
emulate the successful Chinese model, specifically
the Alipay model. In this model, digital banks served
as a core profit center for Alibaba, compensating for
the relatively low profitability of e-commerce itself.
The logistics involved in e-commerce are expensive,
requiring significant capital expenditure. Amazon, for
instance, benefited from AWS (Amazon Web Services),
which provided the necessary margins. Initially, there
were concerns about Amazon's capex and profit
margins, but they overcame that phase as the strong
cash flow sustained them, and the rest is history.

We haven't yet discovered a specific solution like the
one implemented by Alipay and Ant Financial, which
led to improved margins. It will be fascinating to see
which players can successfully develop a
comprehensive solution stack. Failure to do so may
result in their core business remaining unprofitable.

Tokopedia, Grab (despite their limited e-
commerce presence in Indonesia), Lazada,
Bukalapak, and the relatively new player,
Akulaku. 
Akulaku, initially a fintech, has now ventured
into banking and is gradually expanding its
e-commerce platform, albeit on a smaller
scale. 
Additionally, we have Shopping Sea Bank<->
Sea Bank, Akulaku <->Bank Neo, Tokopedia
<-> Jago . On the other hand, Grab (and
rumors suggest that consolidation may
occur in the future due to Emtech
investments in both Grab and Dana,)
another e-wallet. Speculations surround the
possibility of Bank Fama being the potential
consolidating bank.

"The payments industry in Indonesia has 
witnessed a surge in foreign direct investment,

prompting local players to increase their
investments in the sector."

In Indonesia, we have four main players, a mix of
local and foreign entities, all grappling with a
common challenge: the need to find alternative
avenues for generating higher margins.
Consequently, many of them are exploring
opportunities in fintech and seeking partnerships
with digital banks. This strategy is intriguing as it
allows for monetization and leverage of digital
components, particularly through cash management. 

Regarding the core stack and its impact on payment
players, let's look at Alibaba's payment solutions
stack. It includes an e-commerce engine, an e-wallet, a
bank, and an acquisition vehicle. In Alibaba's case, the
acquisition vehicle was WeChat, which provided a
platform for discovering services and goods,
seamlessly integrating payments. The Chinese
government's preference for a single dominant player
in this area contributed to Alibaba's success. Now,
shifting the focus to Indonesia, we have the four main
players: 
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“The main forces shaping the future of the
payments industry in Indonesia are innovation,

collaboration with the government, and cost
efficiency.”

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?  

The dominant force is a return to basics. The players
who possess the largest network of consumers and
an ecosystem that enables seamless discovery,
transactions, and retention of goods or funds within
that ecosystem will emerge as the survivors.
Currently, efforts are being made to establish these
integral parts, but the key question is whether the
existing players have sufficient funds to sustain their
current burn rate. Amazon successfully pursued this
approach by ensuring that their burn rate remained
lower than the influx of new capital. As for the major
players, particularly the five prominent ones under
the Grab Emtech group, they must decide how to
build their stack. Following the Alibaba model seems
essential since replicating AWS in Indonesia is
unfeasible due to capital and expertise limitations.

It is crucial for these players to develop their stack
before depleting their financial resources; otherwise,
they will struggle to raise profit margins enough to
justify their stock prices. Moreover, it raises an
interesting question: Can any of them expect to
achieve profitability in the near future? E-commerce
has historically been challenging to monetize, and the
same applies to the payments sector, which has
undergone significant commoditization. Additionally,
the active involvement of governments further
complicates the profitability landscape. Therefore, it
remains uncertain where each player within the
payment industry will derive their revenue streams.
Perhaps banking holds potential as a viable avenue
for profitability?

Many foreign entities mistakenly believe they can
enter the country and engage in consumer credit
without a robust legal or credit history infrastructure
to accurately assess creditworthiness. Some even
resort to unconventional methods like importing
Telco information from China to evaluate credit in
Indonesia. In reality, it's not as complex as relying
solely on AI or large language models like ChatGPT.
The true secret lies in technology. The initial 95% of
implementation is relatively easy, but the remaining
5% is exceedingly challenging. Unfortunately, the
profitability lies in that last 5%, and if a company runs
out of funds before reaching it, it significantly impacts
their trajectory. This predicament applies to all
players in the payments industry, regardless of
whether they focus on 'buy now pay later' services,
funding for small businesses, or e-wallet solutions. As
someone who has witnessed multiple business cycles,
I can attest that lending funds is the easy part; the
true test lies in the ability to collect them. We are
currently trying to identify the new generation of
bankers, as many individuals venturing into lending
are young MBAs and Gen Z entrepreneurs who
receive substantial investments and begin distributing
funds. It may appear straightforward, but the real
challenge lies in their ability to recover those funds.
Unfortunately, most of them fall short in this regard."

The association with Alibaba and their government
sponsorship raises suspicions about whether private
partnerships can replicate their success. However, it
remains a goal worth pursuing. Another critical issue
in Indonesia, often overlooked, is the precarious
market for bad debt.

 2.1 What innovations or trends are emerging in the
payments business and operations space?

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

Indeed, the payments industry is quite diverse, and
innovations and trends can vary depending on the
segment. 
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If we consider fintech companies that have been
lending money over the past few years, it's important
to note that the funds they distributed were often
raised rather than sourced from deposits. Essentially,
these companies were utilizing their own equity. The
government's perspective on this is that as long as
the funds are separated from depositors' money and
the lending activities inject more capital into the
economy, there can be potential benefits. However, if
the focus now shifts to developing technology to
ensure repayment of those lent funds, it may not
address the underlying issue of collections

Now, if your question pertains to a new startup that
aims to bring innovation while still aligning with the
core principles of meeting people's basic needs, such
as food, shelter, and employment, then it's a different
discussion. Digital banking emerged as a concept to
eliminate the need for physical branches, opting for
cost-effective and self-service app-based solutions.
However, the challenge remained in accessing
physical cash. Digital currency is an ongoing trend
that will continue to grow. While we can discuss that
further, it's worth noting that established banks are
also adopting digital solutions. So, it becomes
uncertain where smaller players can find significant
innovation in the current landscape. However, it's
worth noting that in certain contexts, the Silicon
Valley mindset favors organic growth over acquiring
failed ventures. The rationale behind this approach is
to avoid inheriting potential issues or challenges
associated with roadkill startups. Instead, companies
prefer to develop and nurture their own initiatives
and technologies. Overall, the industry is witnessing a
transition where consolidation and hybrid models are
gaining prominence. 

The dynamics of competition and growth strategies
are evolving, and players in the payments industry
are adapting to these changes.

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result? 

In the current macroeconomic situation, businesses
are employing innovative approaches to overcome
challenges and create new business models. When it
comes to foreign-based companies entering markets
like Indonesia, cost efficiency becomes a crucial
factor. Indonesia has a wide market but
comparatively lower revenue and GDP, which means
keeping costs low is essential for achieving
profitability. So, expecting higher returns by paying
Silicon Valley-level salaries in Indonesia may not be
viable.

In terms of cost management and optimization,
businesses often prioritize retaining their core teams,
as they are essential for maintaining the company's
operations and competitive edge. However, in other
areas of the business, such as non-core activities like
ESG initiatives or wellness programs, cost-cutting
measures may be implemented. These include
reducing expenditures on retreats, in-house
amenities, and similar non-essential services. The
focus is on preserving the core functions and
maximizing profitability.

Drawing an analogy from Formula One racing,
maintaining the core team is crucial for success.
Cutting the team responsible for building the engine
or outsourcing essential functions may compromise
competitiveness. Instead, businesses tend to
outsource non-core activities where expertise may be
scarce, often looking to countries like India for the
required specialized skills. Overall, businesses are
strategizing to optimize costs, prioritize core
functions, and seek efficient ways to operate in
challenging macroeconomic conditions. By identifying
areas where cost reductions can be made without
undermining core operations, companies aim to
create sustainable and profitable business models.“The payments industry is quite diverse, and

innovations and trends can vary depending 
on the segment.”
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Indeed, as a fintech startup, if the core business is not
generating satisfactory results, exploring additional
revenue streams or expanding into new areas
becomes necessary. This often requires seeking new
talent and expertise in those specific domains. The
decision of whether to find expertise locally or
overseas depends on various factors, such as
availability, cost, and strategic considerations.

Some companies, like GoTo and Grab, have acquired
systems integrators from countries like India, possibly
to leverage their expertise and strengthen their
capabilities. Lazada, on the other hand, relies on
outsourcing as there may be a scarcity of talent in
Indonesia for certain specialized areas. By acquiring
or outsourcing services, businesses can enhance their
offerings without reinventing the wheel and
potentially save costs compared to building
everything from scratch.

While the core engine of the business remains
untouched, the focus is on adding ancillary or
adjacent services to complement the existing
offerings. This approach allows companies to expand
their portfolio and provide more comprehensive
solutions to customers. When the core business is
not performing optimally, fintech startups may
explore acquiring new talent and expertise to
diversify revenue streams or expand into related
areas. The decision to seek expertise locally or
overseas, as well as the choice between building or
buying additional services, depends on specific
circumstances, cost considerations, and strategic
goals.

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments,real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

SECTION 3: BANKS AND FINTECHS

The digital play has always been, let me carve off
some portion of the transaction that I know I can do
as a self-service model and try to make money off of
that. But as I mentioned, the governments basically
won't let you make a lot of money from those areas
because they want those transaction costs to be as
low as possible, especially when we're not talking
about your primary banking customers. The
customers we're really talking about are the
unbanked. In Indonesia, if you look at the distribution
of household expenses, we see that 40% of all
household expenses are spent by the top 20% of the
households. Then you have another 40%  of total
spending done by the next  40% of households, and
actually less than 20% of total spending for household
expenses is done by the lowest earning 40% of all
households in Indonesia. This is the group which is
unbanked. So the problem is they don't have a lot of
excess money, they don't have any, and they're
always trying to cut costs. So my feeling for
companies such as Xendit is that they're in the wrong
segment if they're trying to reach profitability. They
get into that segment to get customers, and they're
able to subsidize it to get customers initially, but that's
a different strategy than making money. The problem
is, when interest rates are zero and your investors
don't care, they're just looking at you increasing your
install base, then hey, times are good. But now that
the market has flipped and you actually try to make
money, you're actually going after the wrong segment
because they don't have any money to give you. You
can't squeeze more money out of them. That means
you're going to have to climb the chain. So that is
what the banks have done, and the banks say, 'Oh,
great, you want to go into that space?

“Businesses that can innovate and 
collaborate with the government to reduce

transaction costs and enhance infrastructure will
be well-positioned to succeed in the industry.”
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If you do something I can't do, then maybe I'll
compete, or I'll wait till you're running out of money
and then I'll take you over.' But that's going to be
happening next.

I think that we are seeing that play out across the
world as well. In fact, it's not the first time it's
happened. I mean, exactly before it has happened so
much. But, you know, I think the only benefit is, you
know, the physical branches for remittance have
gone away because now you can just do it through an
app. So those places where you'd have to go and
actually do the cash check cashing machines, those
have gone away because now it is on the mobile
device. But I don't think you're seeing any real change
in what a bank does because most Indonesian banks
don't make a lot of money from cross-border
remittances. I mean, they do it as convenience, they
know they have to do it, and in Indonesia, in
particular, the way the central bank is set up, you
have to get bigger in order to get more services to
make you more profitable. So it's a pay-to-play game.
So because there's 154 banks or so in Indonesia, and
most of these small dinky banks, they basically
increase the cost of transactions. And the central
bank's main idea, under Sri Mulyani , she said, 'If I'm
going to grow the economy, to grow the tax base, and
I need to lower the transaction costs as much as
possible.' So if they're completely at odds with each
other, you're not going to get profitable then as a
startup in these transaction areas, especially dealing
with the low-income segment, the unbanked
segment. And if you haven't figured that out yet, then
yeah, you're drinking the wrong Kool-Aid.

Analysis of household expense distribution reveals
that the top 20% of households account for 40% of
expenses, while the subsequent 40% contributes 30%.
The remaining 20% or less of households, constituting
40%, represents the unbanked group. As they lack
surplus funds and continuously seek cost reductions,
companies like Zendit may struggle to achieve
profitability in this segment. Although zero interest
rates and investor indifference may have seemed
favorable for expanding customer base, monetizing
becomes challenging when targeting financially
constrained individuals. Consequently, businesses
need to explore other customer segments. Banks, on
the other hand, perceive such developments as
opportunities for competition or potential
acquisitions when fintech companies face financial
strain. This dynamic shift will likely occur in the future.

I believe we are witnessing similar trends worldwide.
It's not an entirely new occurrence; we've seen it
happen before. However, one positive outcome is the
elimination of physical remittance branches, as now
people can conveniently use mobile apps for such
transactions. Cash check-cashing machines have also
become obsolete with the shift to mobile devices.
Nevertheless, I don't think there has been a
substantial change in banks' operations, particularly
in terms of generating significant profits from cross-
border remittances in Indonesia. Banks consider it a
necessary service rather than a major revenue
source. In Indonesia, the central bank's structure
mandates that banks expand their scale to offer more
services and increase profitability. It's essentially a
pay-to-play scenario. Due to the presence of around
154 smaller banks in Indonesia, these institutions
tend to drive up transaction costs.The digital approach has always been to focus on self-

service models and profit from specific transaction
segments. However, governments limit profit
potential in these areas, aiming to minimize
transaction costs, particularly for non-primary
banking customers. We specifically address the
unbanked population in Indonesia. 

The central bank, under the guidance of Sri Mulyani ,
emphasizes the need to reduce transaction costs to
foster economic growth and expand the tax base. 
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4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash? 

SECTION 4: ALTERNATIVES TO CASH

BNPL, or Buy Now, Pay Later, is a payment option
that allows customers to make purchases and pay for
them in installments over time. It is important to note
that BNPL is not exactly a credit card but rather a
different form of financing. While it may provide
convenience and flexibility to consumers, there are
certain aspects that raise concerns.

One major difference between BNPL and credit cards
is the absence of a credit check during the application
process. This lack of credit assessment can be seen as
a disadvantage because it increases the risk of
extending credit to individuals who may have
difficulty repaying their debts. Without proper
evaluation of creditworthiness, there is a higher
likelihood of individuals accumulating debt that they
may struggle to manage.

Additionally, BNPL allows customers to obtain
multiple credit lines from different merchants, which
can make it challenging to keep track of expenses and
payment obligations. This can lead to confusion and
difficulties in managing one's finances, even for
responsible individuals who have long-term financial
goals. For individuals who are unbanked or lack
sufficient financial literacy, the issues associated with
BNPL can become more pronounced. 

The Indonesian government may attribute
responsibility to the providers rather than the
individuals if the funds originate from venture capital
instead of depositors. This perception may lead to
individuals questioning the need to fulfill their
payment obligations, especially if there are no
immediate consequences for non-payment.

Considering these factors, it is crucial to approach
BNPL as a financial tool with caution. While it may
offer an alternative to cash, its potential pitfalls, such
as lack of credit checks and difficulties in tracking
multiple payment obligations, need to be carefully
evaluated. Responsible borrowing and financial
management remain essential regardless of the
payment method chosen.

“The digital play has always been, let me carve 
off some portion of the transaction that I know
I can do as a self-service model and try to make

money off of that.”

4.2 How do you see account-to-account payments
evolving in Indonesia?

Account-to-account payments in Indonesia are
expected to evolve in a similar manner to how Alibaba
has been successful in China. The integration of banks
and e-commerce companies can eliminate transaction
costs and enable seamless ledger changes, even
outside of traditional banking hours. This advantage is
particularly relevant in cash flow markets like Asia,
where immediate payment settlements and zero or
minimal transaction fees are highly valued. The
creation of an ecosystem where all participants,
including merchants and customers, operate on the
same bank platform can facilitate efficient and real-
time transactions. This ecosystem approach, as
demonstrated by Alibaba, eliminates the need for
intermediaries and streamlines the payment process. 

“One major difference between BNPL and 
credit cards is the absence of a credit check 
during the application process. This lack of 

credit assessment can be seen as a 
disadvantage because it increases the risk 
of extending credit to individuals who may

have difficulty repaying their debts.”

This objective contradicts the profit-oriented
approach of startups operating in transaction-
focused sectors, especially when targeting the low-
income and unbanked segments. Failing to recognize
this misalignment can be detrimental. 
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The significance of this approach lies in its potential
to cater to a large population like Indonesia. When
multiplied by a billion people, the advantages of
efficient cash management and seamless
transactions become more substantial and contribute
to the path to profitability for these digital banking
solutions.

Bank BCA, along with other banks like DBS, have
managed to thrive in the market and maintain their
position. Their success can be attributed to their
focus on cash management and their ability to adapt
to the changing landscape. Notably, BCA and DBS
have even surpassed the largest bank in Japan,
Mitsubishi MUFG, in terms of market capitalization.

The evolution of account-to-account payments in
Indonesia is expected to follow a model similar to
Alibaba's success in China. The integration of banks
and e-commerce companies within an ecosystem,
facilitating efficient and real-time transactions, can be
a key driver of profitability.

The CEO of BCA (Bank Central Asia) holds a firm
stance on the profitability of digital banks. He asserts
that no digital bank has been able to achieve
profitability yet, including BCA's digital banking
endeavors. However, he remains confident in the
bank's ability to establish its own profitable digital
bank. 

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

In the context of the payments industry in Indonesia,
the role of environmental, social, and governance
(ESG) factors may not be a core focus for some
payment companies, particularly smaller
entrepreneurial ventures. While larger companies and
banks are often encouraged to address ESG concerns
as part of their corporate social responsibility (CSR)
initiatives, smaller enterprises may prioritize
immediate financial sustainability and the success of
their core business operations. ESG considerations,
such as reducing carbon footprints and implementing
environmentally friendly practices, are relevant across
industries, including the payments sector. However,
for entrepreneurs and smaller companies focused on
survival and profitability, dedicating significant
resources to ESG initiatives may not be feasible.

In Indonesia, the challenge lies in building such an
integrated system and determining whether it will be
driven by foreign-based or local-based companies. It
is possible that the solution may involve a
combination of both, as seen in some other markets
like India.

“The evolution of account-to-account payments 
in Indonesia is expected to follow a model similar
to Alibaba's success in China. The integration of

banks and e-commerce companies within an
ecosystem, facilitating efficient and real-time

transactions, can be a key driver of profitability.”

“ESG considerations, such as reducing carbon
footprints and implementing environmentally

friendly practices, are relevant across industries,
including the payments sector.”

In the banking industry, apart from the essential
aspects of banking services, cash management plays
a crucial role. The key is not to rely on individual
transactions for significant profits but to focus on
capturing the lifetime revenue of customers by
managing their transactions comprehensively
throughout their banking relationship.

4.4 What are your thoughts on the future of cross-
border payments in Indonesia?

Again, I don't...you know, this was a buzzword back
when, along with going to the unbanked. This is that
same message, right? And I already told you that
those businesses...well either they made money by
exploiting the poor or they are saying that I'm going
to make money only from the poor.
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So, I wish we could say that that's fantastic. So, the
bottom line is, I think we all want to try to do better
and lower transaction rates, but the costs of doing so
in the digital space is expensive. I have to service
basically some rich customers. Some rich customers, I
have to subsidize because then I can then give lower
transaction costs to everybody else who can do that.
Governments do that really well. I don't know if there
is a single miracle worker private sector that can do
that because it's a contradiction. And in your
experience, do fintechs tend to focus more on deep
or wide coverage in the market? This is what fintech is
in Indonesia.

The future of cross-border payments in Indonesia
presents both opportunities and challenges. While
the concept of serving the unbanked and reducing
transaction costs has been widely discussed, it's
important to consider the practical aspects and
potential pitfalls.

Historically, businesses focused solely on serving the
poor have faced difficulties in generating sustainable
profits. While noble in intention, the reality is that
these ventures often struggled to build robust
banking systems. Take, for example, Grameen Bank,
which showcased innovative ideas but faced
limitations in terms of scalability and overall
effectiveness.

Efforts to lower transaction rates in cross-border
payments are commendable. However, it's crucial to
acknowledge the high costs associated with operating
in the digital space. Establishing the necessary
infrastructure, complying with regulations, and
ensuring secure transactions require significant
investments. 

Governments, with their resources and ability to
distribute costs, are better equipped to address this
challenge. They can implement policies and
collaborate with payment providers to foster
innovation, interoperability, and cost reduction in
cross-border transactions. Private sector companies,
on the other hand, face inherent contradictions when
attempting to balance profitability and broad
accessibility.

 5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

SECTION 5: QUICK QUESTIONS

I don't know what that means, fintechs will focus on
whatever either makes them money or helps them
get investors. I would rephrase your question that I
think you're asking, 'Is a super app paradigm still
viable for Indonesia now that interest rates are rising?’
I think the problem is people didn't understand what
a super app meant. In Indonesia, it can't happen
because the biggest app that's being used and the
biggest network is WhatsApp, but it doesn't do
anything else. Everyone's trying to be like China, so
China allowed for payments to happen on their
WeChat, and as a result, you had purchase discovery,
payments, and fulfillment all available seamlessly
from that one starting point. 

Unfortunately in Indonesia that hasn't worked and we
know that servicing only the poor actually hasn't been
successful when we look at Grameen Bank. I mean,
not to say people don't have a good idea like Yunus
and these guys had great ideas, but their banks were
never that good.

“Governments, with their resources and ability to
distribute costs, are better equipped to address
this challenge. They can implement policies and

collaborate with payment providers to foster
innovation, interoperability, and cost reduction 

in cross-border transactions. Private sector
companies, on the other hand, face inherent
contradictions when attempting to balance

profitability and broad accessibility.”

Furthermore, payment providers often find
themselves in a paradox: they must subsidize services
for some affluent customers in order to offer
affordable options for the wider population.
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You may end up going to a different app, but you
start from WeChat. We don't have that here in
Indonesia because it's really hard to add chat to an e-
commerce app, as opposed to starting with a chat-
based system first and then adding hooks so that you
can purchase from it. Unfortunately, that's the
struggle that the e-commerce players have, is that
they're not connected that way and they have to
figure out how to do that before they use up all their
money.

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

Indeed, the dynamics of the payments industry are
evolving, and consolidation is becoming a prevalent
trend. The notion of pure digital plays dominating the
market is shifting, and we can expect to see more
hybrid models emerging. Weaker players may seek
partnerships or mergers with other weaker players to
enhance their position, while stronger players aim to
consolidate and strengthen their market presence. In
some cases, if there are attractive acquisition
opportunities available at a reasonable price,
stronger players may consider acquiring them.

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

Covered in Section 2.2

5.5. Do you think that in Indonesia we will see a
unicorn which is very different, which is indigenous,
which means that it is specific only to Indonesia and
there is no such example of it anywhere else in the
world? If so, which vertical do you think it will belong
to?

In Indonesia, the emergence of a truly indigenous
unicorn, unique to the country and unmatched
elsewhere in the world, seems challenging given our
market dynamics and size compared to economies
like the US. The rarity of unicorns is often attributed
to their valuation of at least one billion, which was
more prevalent when interest rates were low. With
rising interest rates, achieving unicorn status
becomes more challenging, as companies need to
capture a larger market share to attain such
valuations.

In the digital space, Indonesia is primarily a fast
follower market, meaning that while we adopt and
adapt successful business models, we may not
necessarily pioneer groundbreaking concepts.
However, there are potential areas where unique
aspects can emerge. For instance, exploring mobile-
first and chat-first business models, particularly those
specific to our market conditions, such as the
prevalence of Android-based platforms and the
popularity of prepaid phones and chat applications.

While we hope for the development of unicorns in
Indonesia, it's important to acknowledge that other
markets, like India, could potentially pave the way for
innovative solutions that we can learn from and
follow.

It's unfortunate that Indonesia is sometimes
misunderstood due to limited global awareness and a
U.S.-centric worldview. However, straightforward
thinking and recognizing the uniqueness of our
country are essential for navigating our market
effectively. By embracing diverse perspectives and
understanding the intricacies of Indonesia's business
landscape, we can foster innovation and create
successful ventures that cater to our specific market
needs.

“I don't know what that means, fintechs will 
focus on whatever either makes them money 

or helps them get investors.”

“The notion of pure digital plays dominating
the market is shifting, and we can expect to 

see more hybrid models emerging.”

“With rising interest rates, achieving unicorn 
status becomes more challenging, as 

companies need to capture a larger market 
share to attain such valuations.”
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EXECUTIVE SUMMARY

Vincent Tjendra
Co-Founder & CEO, 
ASTRO 

The macroeconomic situation is also having an
impact on businesses and their use of innovation in
the payments industry. While most companies prefer
to have their talent in-house for cultural reasons, the
current fundraising situation has led to more liquidity
in terms of talent pools. This makes it more feasible
for companies to have more people in-house rather
than relying on cross-country collaboration.

The payments industry in Indonesia is undergoing a
rapid transformation, driven by the emergence of
digital banks and e-wallets. While traditional banks
are stepping up their digital propositions, it is unclear
where the value proposition of new digital banks lies.
However, the emergence of e-wallets has been a
game-changer in the industry, with the government's
push for QRIS and lower transaction costs making it
more convenient for customers, especially for low-
ticket item purchases.

Despite the convenience of e-wallets, there are still
challenges to be addressed, particularly in tier two
cities where the withdrawal of funds from e-wallets
can be difficult. This is a barrier to adoption in more
rural areas, where financial inclusion remains a
challenge.

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

What has really changed in the past five years is e-
wallet. E-wallet is something that did not exist prior to
2017 or 16. I think many people, especially in tier one
and tier two cities, have been using them and there's
been a lot of changes from the government as well,
pushing for QRIS. They have also lowered the cost of
transaction given that it's the lowest MDR of the other
alternatives. Definitely, I think it's been very helpful
for many customers, especially for low ticket item
purchases 

I think for tier one cities, more urban metro, e-money
has improved the convenience. But if you're talking
about inclusion, which is like tier two cities or so, my
sense is that the challenging point is still in the
withdrawal from the wallet. You still need to go to the
bank accounts unless everybody in that community
uses and accepts payment e-wallet transfers. Cash is
still needed and therefore withdrawal from e-wallet is
still a needed process and that is still the hurdle to a
fully cashless society.

https://www.linkedin.com/in/vtjendra/
https://www.astronauts.id/
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Another question was, in the payment industry right
now, specifically that all the banks also have their
own banking apps, or, you know, what you are
calling the digital Banks which are competing
directly with these e-wallets. Do you think that will
make a huge difference or it has already started
making a difference in the market here?

I think that traditional banks supporting bank
transfers from their digital app hold a big chunk right,
by way of virtual account. So, it is still because I think
you know if you talk about e-wallet and stuff,
fundamentally what it's solving is the convenience of
paying things online. Now, banks are doing more of
that. Example, BCA, which is the largest private bank
for many customers. is the biggest holder of virtual
accounts. BCA also provides one-click direct debit as
well, which is even one step evolution above e-wallet
actually,that needs to be topped up. So, I think that
most so-called traditional banks are actually stepping
up their digital propositions. And then, I think, you
know, the upcoming or new rising sort of digital
banks, it's actually quite unclear where you want to
sort of bring that value prop, moving forward. So, I
think that's a question mark for the new and
upcoming digital banks. 

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future? 

But of course, you know, the traditional banks may
push back because you know transaction income is a
big chunk of their income. I think it needs a
government push for true inclusion like payment
transfer should be free and that I think would push
inclusion moving forward which I think India did this
with UPI. 

I think what would be a groundbreaker and I think
this is what India has pushed that quite a lot, is that
they have brought together QR and UPI (unified
payment interface) to bring down the overall cost of
the transaction, the MDR. I think that would improve
the cost of transactions. If you want more money
moving around and less cost, you'll need to have a
free MDR unified transaction amount because at the
end of the day it's just the moving of digits, you know  
there's no costs associated with it.

I think that's one thing that we should be able to do,
which is lower the overall cost of payments. I think
nobody is really pushing for this; this needs to be a
government. If you want to drive the overall cost
down, it will take profitability and revenue from
everyone, all the financial institution players. So, I
don't think this can be pushed by the private sector.
This needs to be pushed by the government to make
it more inclusive for everyone.

Right now e-rupiah mandate has been rolled out.
Obviously, it's right now only in the formative stages,
but do you think with banks, digital banks, e-wallets,
as well as of course crypto becoming mainstream
and we have a lot of people who have already
invested, do you think that's going to change over
the next couple of years, specifically right now given
the whole funding environment, etc.? Is that
something which is relevant to Indonesia?

I think Indonesia was very active in crypto, but the
problem was they were very active in terms of
trading. They were trying to get rich fast through
some sort of scheme. But I think if there's any real use
case of crypto blockchain which is a bit more about
transparency, visibility, we haven't seen any real use
case yet. But I've seen some players saying they want
to do something like a carbon footprint blockchain, or
even a maritime harvesting sort of blockchain
whatsoever in terms of a public ledger. That may be
an interesting angle, but I don't see that crypto would
be as hyped as the past two-three years just because
that crypto is a fundamental high-risk-high-return,
and it shouldn't be that way, but it was. The funding
climate wouldn't change in that aspect anymore. So, I
don't think it will be as hype as it was.

“What has really changed in the past 
five years is e-wallet.”
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Do you think that users will continue to remain
invested in crypto, or do you think the hype will
completely move away, and it will go to some other
riskier or less riskier asset in the space?

I think there's two schools of thought. 

One is, is crypto an asset? Which is like, 'Hey, it's part
of a portfolio, is it like a bit of gold and stuff?' I think
less people will think about it that way given that it's
the highest risk sort of asset, but more and more now
it's the highest risk but almost no return in terms of
asset. So I think less and less people will say that,
'Hey, this is a diversification asset in the portfolio.'
Second, what is the  final functional utility of this
crypto coins or blockchain? But I don't think people
will subscribe to it.  

So with crypto we will need to have a breakthrough in
terms of use cases. 

 2.1 What innovations or trends are emerging in the
payments business and operations space?

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

Most companies actually prefer to have their talent
in-house because of culture. It's not necessarily more
expensive or cheaper as well, but it was just that
talent was not sufficient. Now, given this current
fundraising situation, there's a lot of layoffs and in
some aspects there's more liquidity in terms of talent
pools. So it actually makes more sense as well if you
want to maintain culture and reduce the complexity
of running a business to just have more people in-
house rather than having cross-country collaboration. 

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result? 

But how do you think that payment companies will be
able to make money? Because on one side, we are
talking about reducing the MDR and obviously more
financial inclusion. 

On the other hand, if they continue to maintain their
business and tech operations, it becomes quite
extensive. So how do you think they will be able to
manage what situation we find ourselves in right
now?

Yeah, so I think for payments, fundamentally they
receive revenue by ways of MDR that's the
fundamental main source of money. But if they want
to be more widely adopted, their MDR needs to be
lower and more cost-efficient than the alternative
(bank transfers, credit cards, etc) and that's their
edge. Now, the challenge is that if you want to be at
the promise of them being the best and lowest
friction lowest cost that means that there's a
fundamental cap in terms of how much they can
charge into the MDR revenue. And this revenue also,
if we see the trend that has been done in India, this
revenue MDR may actually go away, for e-wallets,
especially. Yes. Now, in that situation, what payments
players need to do is then they'll need to absolutely
reduce their costs, right, structure the tech costs etc,
be in maintenance mode and handle all of this. 

And I think the way that they should earn money is
not from the customer transaction alone, but they
should get back-office transfers going. If you look at
the trend, the cost of customer transaction cost is
going down across the board and therefore the MDR
they can charge, the revenue from that source will
come down over time as well. So the way they can
tackle this is by creating a revenue source from the
Enterprise segment.

“If you want more money moving around 
and less cost, you'll need to have a free 

MDR unified transaction amount.”

“I think the biggest trend is that people are 
moving towards digital payments, and that's 

been accelerated by the pandemic.”
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 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments,real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

SECTION 3: BANKS AND FINTECHS

I think in fintech right now, a lot of them are focusing
on better UI/UX, better user experience, smoother
processes, and better onboarding. But
fundamentally, I think for fintech or financial
institutions, it's about their rates. Banks, given the
volume for cross-border, usually have a superior
effect and negotiation power. So, I think the
collaboration may be that the company's banks may
be at the back end, and the startups will be the front
end. They get some small commission on the margin
out of each transaction as I think of banking. So
startups become one of the channels for the banks.
That's one way, but if a startup claims that they have
the best FX rates, I doubt that. I think they wouldn't
have the volume to go against the banks. That's my
view on cross-border payments. I think they're just a
better interface right now, at least what I can see. 

For real-time payments, I don't think any of the
startups can do this. Again, I think they're just an
interface because I think real-time payments
fundamentally belong to the infrastructure of
payments, and infrastructure payments are
something that needs to be built again. It needs to be
a nationwide sort of initiative, like a government
mandate. I don't think a startup can really play as
much except from an e-wallet perspective.

SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash? 

I think buy-now-pay-later is an alternative to credit
cards. So I would say if people want to pay cash, they
would have paid cash already. I think buy-now-pay-
later is more for people that cannot access credit
cards or don't have credit cards, or they want faster
or higher limits because fundamentally buy-now-pay-
later charges higher interest rates than other
alternative credit items. It's more for providing credit
to those that are not able to access traditional credit
items. 

4.2 How do you see account-to-account payments
evolving in Indonesia?

I think, bank-to-bank transfer account, between the
same bank is free, it's fast, but it's like cross banks
and cross accounts, you get charged, and then it takes
some time. And we actually have two options like BI-
FAST and the other one-they have a higher fee, so it's
like if you want fast, you pay more. If it was slow, then
you pay less, which I think in this modern world, like
bank transfers it should be free, which is like I think
what we're seeing in many countries. 

“I think the way that Fintechs should earn 
money is not from the customer transaction 

alone, but they should get back-office
transfers going.

“I think the collaboration may be that the
company's banks may be at the back end, and

the startups will be the front end.”

“It's more for providing credit to those that are
not able to access traditional credit items.”

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

I don't think banks and fintechs immediately incur a
lot of ESG. Banks operations and fintech, they don't
incur a lot of carbon footprint or any environmental
impact, as far as I know.

“I think in this modern world, like bank transfers,
um, it should be free, which is like I think what

we're seeing in many countries.”
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SECTION 5: QUICK QUESTIONS

 5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

Oh, I think a lot of fintechs in Indonesia were trying to
build use cases, so they try to increase the width of
use cases. For example, you can pay bills, you can top
up your e-money, you can pay your parking fee or
whatever? I think they tried to do that, but I think
more and more now they talk about unit economics
of each of the use cases and how you're able to crack
one use case to be more profitable. I think more and
more focus would be on the dev, if there's anything
that they can crack and make unit economics work
out of it because otherwise, then you're just adding
more and more churning sort of use cases, which of
course doesn't apply in this new world expectation.

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

The significance of partnerships for fintechs in
Indonesia can vary based on their business value
proposition. Fintech lending companies, for instance,
may find partnerships to be crucial. Due to limited
equity and liquidity, these companies may need to
collaborate with banks to access the necessary cash
liquidity for lending purposes. Additionally, forming
partnerships can lead to advantageous synergies and
mutual benefits. Currently, fintechs may struggle to
match the economies of scale offered by established
financial institutions, particularly in terms of
competitive interest rates. However, fintechs excel in
delivering simplicity and enhanced user experiences.
Achieving comparable commercial rates may prove
challenging for them at this stage. 

“I think more and more focus would be on the 
dev, if there's anything that they can crack 

and make unit economics work out of it because
otherwise, then you're just adding more and 

more churning sort of use cases, which of course
doesn't apply in this new world expectation.”

Hence, partnerships play a pivotal role in addressing
such limitations and expanding their service offerings.

“Due to limited equity and liquidity, fintechs may
need to collaborate with banks. Fintechs excel in

delivering simplicity and enhanced user
experiences. Hence, partnerships play a pivotal

role in addressing limitations and expanding their
service offerings.”

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

In the case of fintech companies, the decision to
outsource or hire in-house staff depends on two
scenarios. Firstly, if the required talent pool already
exists in Indonesia, such as in building a payment
gateway where skilled individuals are readily
available, it is advisable to establish an in-house team.
This approach is preferable, especially during
economic downturns when talent may be more
accessible. However, if the domain necessitates
expertise that is not currently present in Indonesia,
such as developing crypto trading or generative AI
payment systems, the options become limited. In
such cases, similar to what occurred five to seven
years ago with major tech companies, there may be
no alternative but to seek talent overseas. The choice
between outsourcing and in-house hiring ultimately
depends on the specific context, but it is anticipated
that more companies will opt for in-house teams as
the industry progresses.

“If the required talent pool already exists in
Indonesia, it is advisable to establish an in-house

team. However, if the domain necessitates
expertise that is not currently present in 

Indonesia, there may be no alternative but to 
seek talent overseas. The choice between

outsourcing and in-house hiring ultimately
depends on the specific context, but it is

anticipated that more companies will opt for 
in-house teams as the industry progresses.”
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5.5. Do you think that in Indonesia we will see a
unicorn which is very different, which is indigenous,
which means that it is specific only to Indonesia and
there is no such example of it anywhere else in the
world? If so, which vertical do you think it will belong
to?

When we examine historical trends, let's consider a
comparable emerging market like India, which closely
resembles Indonesia. Looking back a decade,
discussions about the emergence of unique unicorns
from India may have been met with uncertainty and
cautious optimism. However, as we fast forward to
the present, we observe the rise of prominent
companies like Freshworks and numerous other
major players. Considering this trend, I believe it is
reasonable to expect a similar trajectory for
Indonesia. Nonetheless, the ultimate outcome can
only be determined with the passage of time.

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 

The approach taken depends on the roadmap and
flexibility of the organization. For instance, traditional
banks often consider their core banking system as a
monumental task and typically opt to procure it
externally since it does not differentiate them
significantly. In this scenario, it becomes crucial for
the CEO and CTO to engage in discussions regarding
the strategic decisions of buying versus building. The
choice will ultimately hinge upon the desired business
differentiation and the areas in which the company
intends to invest. It is prudent not to waste resources
reinventing the wheel, especially in situations where
time and financial resources are limited and hold
significant importance.

“The approach taken depends on the roadmap
and flexibility of the organization. The choice will

ultimately hinge upon the desired business
differentiation and the areas in which the

company intends to invest.”

“The ultimate outcome can only be determined
with the passage of time”
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EXECUTIVE SUMMARY

Amit Chopra
Managing Director 
Sales - Banking and
Payments, FIS

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

From our perspective, the overall situation in the
payment industry in Indonesia has been very exciting
in recent years. If we look back seven to eight years
ago, there wasn't much activity happening in this
space. Mostly, payments originated from banking
channels. However, in the last few years, we have
seen a lot of movement towards digitalization and a
lot of activities around fintechs, which is leading to a
lot of innovation in the payment space. This is also
creating healthy competition with the banking sector.
In general, there has been a lot of movement in this
space, largely led by digitalization.Organizations will prioritize stability over the next 12

to 15 months while simultaneously pursuing growth.
Achieving stability, improving profit margins, and
delivering value to both the organization and the
market will be the primary focus as we look ahead.
Overall, the payments industry in Indonesia is poised
for continued growth and innovation, driven by the
increasing digitization of the economy and the rise of
fintech companies.

The payments industry in Indonesia has undergone
significant transformations in recent years, resulting
in a dynamic shift fueled by the digitalization trend.
The rise of fintech companies has sparked a wave of
innovation in the payment space, leading to
intensified competition between fintechs and
traditional banks. 

Buy Now, Pay Later (BNPL) is poised to play a critical
role in Indonesia's payment landscape, and account-
to-account payments have room for growth in
Indonesia, considering the substantial unbanked
population. The future of cross-border payments in
Indonesia looks promising, given the country's
emphasis on increasing trade, investment, and
economic activities with its regional partners. 

When you mention digitalization, can you dive a
little deeper into the merchant side of the
ecosystem, where you are mostly involved, as well as
on the consumer side and what you're seeing as
digital trends here?

Sure. Indonesia has a very big population of
unbanked people, close to 50% of the population. We
are seeing a lot of these unbanked people now
moving towards e-commerce in a big way.

https://www.fisglobal.com/en-au
https://www.linkedin.com/in/amichopra7/
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That's one of the big changes that we have seen in
Indonesia's overall payments landscape. The second
thing is obviously, in the last three years due to
COVID, the overall mindset of the retail consumers in
Indonesia has changed. Now, they are looking at
more and more contactless payments being done
rather than using cash for that matter. These are
some of the key activities or key changes that are
pretty visible in the market, and it's also being shown
in terms of the transaction volumes being done on e-
commerce platforms.

So, in terms of e-commerce, we really mean
consumer shopping online and using internet-based
services. Or do you see the trend on B2B as well?

There is a B2B which is a very big segment of growth
in Indonesia, which is around the SMEs, and we also
see a similar trend not only happening in the retail
segment but also in the SME segment as well.

Looking forward, the future of payments in Indonesia
is being shaped by the fintech space and banks'
efforts to compete with them. A lot of innovation is
expected to come into this space, with fintechs
continuing their innovation journey and banks
enhancing their technology to meet the requirements
of consumers on the ground. There is healthy
competition and collaboration between fintechs and
the banking sector to meet the ever-growing
requirements of Indonesia's retail and SME sector. 

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?  

These fintechs have captured a big segment of the
retail sector in Indonesia and continue to grow. They
have introduced e-wallets, QR-based payments, and
got international merchants on the ground by doing
an effective partnership between them, which was
previously non-existent. This has given the local
population access to international merchants offering
their products on these platforms.

From the banking point of view, what trends do you
see on the banking side? The number of banks in
Indonesia has remained pretty stagnant, the number
of banks that are the top-performing banks and
therefore accounting for 80% of the volumes also
remain, and the deposits also remain pretty stagnant.
What do you think will be some of the forces which
are shaping the banking and fintech side of the
industry on the retail payment side of the business
that you've asked?

“The payments industry in Indonesia has
undergone significant transformations in 

recent years, resulting in a dynamic shift fueled
by the digitalization trend.”

If we take a step back and see what the regulator is
doing, if you look at Bank Indonesia, they have
proactively come up with a 2025 blueprint which has
identified some of the key areas. 

One being faster payments which is real-time
payments and banks have been mandated to meet
the regulation as we talk right now. Bank Indonesia
launched their real-time payments sometime in 2021.
Currently, they are live with their first phase. There
are multiple phases for Bank Indonesia to launch this
platform and the banks are required to meet the
requirements right, meet the specific applications
what they are setting forth to start with for real-time
payments. It gives a big advantage while it's a
regulation, it also gives a big advantage to these
banks to refresh their technology and allowing their
customers to really use the services effectively rather
than depending on the old technology platforms that
the banks have been running for years now. 

Regarding the regulatory trends shaping up, some of
the large fintechs that have made a huge impact on
the overall payment and retail industry in Indonesia
include Tokopedia, Bukalapak, and Shopee. 

While they may not have complete access to the
banking sector, this movement towards digitalization
is allowing them to access this channel and interact
pretty effectively in the e-commerce space.



T H E  S T A T E  O F  P A Y M E N T S  I N  I N D O N E S I A :  A N  I N D U S T R Y  O U T L O O K pg 61

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

 2.1 What innovations or trends are emerging in the
payments business and operations space?

In the last couple of years, there have been changes
in the payment industry. A few years back, we didn't
talk about mobile payments or peer-to-peer
payments or digital wallets. Now, these are more
prevalent in Indonesia and will shape the industry
moving forward. Digital wallets and prepaid cards
have become a preferred way of making payments
for the locals. All of this was non-existent a few years
ago, and it will continue to evolve. We can expect
more innovations in areas like peer-to-peer payments
and blockchain-based payments.

Speaking specifically about the operations space and
helping banks and fintechs, do you think partners
will become more relevant?

Partners would be most relevant now. This is the time
for fintechs to work effectively and grow. They need
to partner with the right organizations to avoid
stagnation in terms of their growth requirements.
Making profits is an ever-growing concern for
fintechs, so focusing on the partner ecosystem is
critical. Fintechs face challenges in terms of making
margins and profits, so focusing on the partner
ecosystem becomes critical.

You mentioned blockchain and P2P payments as
innovations. Could you elaborate on that?

Would you say the focus on cross-border payments is
mainly driven by growing needs or the B2B side of
the business?

The emphasis on cross-border payments primarily
stems from growing needs. With the current regional
partnerships and economic conditions, there is an
expectation of increased cooperation and
coordination among ASEAN countries. Indonesia, in
particular, has been actively involved in G20
discussions, aiming to boost cross-border
cooperation and payments within the ASEAN region.
Therefore, Indonesia holds a significant position in
cross-border payments.

“The future of the payments industry in Indonesia
 is marked by the dynamic interplay between

fintech companies and traditional banks. These
two main forces are driving innovation and

shaping the industry's trajectory”

“Mobile payments, peer-to-peer payments, and
digital wallets have gained significant prominence,

shaping the industry's landscape. These
advancements were non-existent just a few years

ago but have now become prevalent and will
continue to evolve.”

SECTION 3: BANKS AND FINTECHS

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments,real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

While we touched upon it briefly earlier, I would like
to highlight that increased cooperation between
banks and fintechs is anticipated. The evolving
landscape calls for closer collaboration to leverage
the strengths of both parties. This partnership will
facilitate innovation and provide enhanced financial
services to customers. 

From the perspective of Indonesia, I believe the
adoption of blockchain in payments may progress
slowly. However, significant efforts will be made to
improve cross-border payments, enhancing
transparency and seamlessness. Immediate growth
opportunities lie in cross-border payments, especially
given the increasing need and cooperation between
ASEAN countries. Indonesia, being at the center of
this collaboration, will play a vital role.

So that's where banks have this as a challenge but at
the same time also as an opportunity. 
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On the other side, fintechs have the platform
required by these customers. So, on their own, it'll be
difficult for fintechs to meet the requirements of
cross-border payments on an immediate basis.
Whereas banks already have the infrastructure to
take care of that. So, if both fintechs and banks can
come together and offer it as a consolidated offering
to the end customer, it's a win-win for both
organizations. We work with most of the financial
institutions in the region around real-time and faster
payments. One thing which we have witnessed,
whether it is Malaysia, Singapore, Australia, or any
other market, is that while banks are more regulated
when it comes to the space of real-time payments,
real-time payments are also making life much easier
for end customers to operate in the financial
environment. What's happening is that fintechs have
less access to the real-time payment network, hence
more often than not, they are dependent on banks to
make this channel available to them. Again, when it
comes to working together, I believe it's a win-win for
both banks as well as fintechs. We have been working
with Bank Indonesia with regards to CBDCs. I still feel
it's a bit early when it comes to CBDC's, but there is a
roadmap which has been set by Bank Indonesia. They
are very keen to embark on this journey. But I
personally feel that we are still some time away
where CBDC would become a reality in the
Indonesian market. 

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash? 

BNPL is going to play a very, very critical role in
Indonesia. My personal view is that we will see a lot
more players coming into this space. There are some
regulations, there are some clarities which are still
required before BNPL really becomes effective in the
Indonesian market. But whether it is banks or
whether it is non-banking financial institutions or
fintechs in general, Buy Now Pay Later has a huge
growth story in the Indonesian market. We have to
see how many of these, you know, because there is a
risk attached to it, as we have seen in markets
whether it's U.S., Europe, or elsewhere. 

“A consolidation of offerings between fintechs 
and banks benefits both organizations and

provides a win-win solution for the end customer.”

“Achieving stability, improving profit margins, 
and delivering value to both the organization 

and the market will be the primary focus
 as we look ahead.”

BNPL does offer great risk. And in Asia, we will have to
see how effectively regulators are in a position to
have the right boundaries defined for this product
line. Plus, we also need to consider what are the
credit bureaus and what kind of role would they play
to make the BNPL less risky for the financial
institutions.

But stability, improving on the margins, ability to
deliver value at the end of the day for the
organization as well as to the market in general would
be the key focus as we look at the horizon from here
on.

“Buy Now, Pay Later (BNPL) is poised to play a
critical role in Indonesia's payment landscape.”

My personal take is, in looking at the overall market
dynamics, I believe stability is what organizations
would be focusing on for the next probably 12 to 15
months while keeping growth as one of the obvious
areas. 

If you look at banks, they have a base of customers
who have been banking with them for years. 
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4.2 How do you see account-to-account payments
evolving in Indonesia?

So again, when it comes to account-to-account
payments, we need to consider that a fairly large
population in Indonesia continues to be unbanked.
So there is scope for growth in this area, and Bank
Indonesia has clearly realized this, hence all those
regulations which have been put in place, and it's part
of their 2025 blueprint, how they see to make this
even more regulated in this space. But I personally
believe that account-to-account payments will take a
little time before it takes the center stage in solving
some of the local issues.

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

So if you look at everything that Bank Indonesia is
doing in terms of the governance, it's taking the
center stage in setting the standards, the payment
standards locally, whether it is QR-based, whether it
is real-time. If we talk about more from a social point
of view, you know, the purely change in terms of the
behavior, the behavior around spending or behavior
around how customers are looking at the services, all
of this is literally making those changes. Whether we
talk about e-commerce, the growth in e-commerce
that is again largely led by the social behavior of the
end customer. So anything that we see currently or
from here on would largely be, you know, ESG-driven
from that perspective.

4.4 What are your thoughts on the future of cross-
border payments in Indonesia?

Cross-border payments, especially what we are seeing
in Indonesia and the kind of focus that they have in
increasing cross-border payments, especially with
their industry partners or business partners in the
region, whether it is with Singapore, whether it's with
Malaysia, and Vietnam, and so on and so forth. There
is a lot of focus being given around trade investment,
tourism, as well as the other economic activities.
Cross-border payment is all set to see the growth
going forward from here on. So, the macro or micro
overall factors are going to play a huge role in the
overall growth of most parts of payments, and as I
mentioned earlier, if we look at even the G20 agenda,
Indonesia was very clear that they want to see a lot of
focus and a lot of cooperation from countries in the
region to grow this, to provide the growth in this
segment.

SECTION 5: QUICK QUESTIONS

 5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

I believe fintechs currently focus more on the width
rather than the depth. They are currently looking at a
more wide coverage, maybe from a perspective of
getting as many customers on board and then
probably increasing their wallet share by going deep.

“Account-to-account payments have room for
growth in Indonesia, considering the substantial

unbanked population.”

“The evolving payments landscape in Indonesia is
largely influenced by ESG factors, encompassing

environmental, social, and governance
considerations.”

“The future of cross-border payments in Indonesia
looks promising, given the country's emphasis on

increasing trade, investment, and economic
activities with its regional partners.”

“In my experience, fintechs currently prioritize
wide coverage rather than deep penetration.”
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5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

I believe there is no silver bullet or one right answer
for it. It probably will need to be a combination of in-
house as well as outsource. When it comes to
whether it's technology or any other segment, they
need to be innovative in their approach. They need to
come up with differentiators from that perspective.
In-house hires sometimes can help but at the same
time, they also need to remain nimble to adapt to the
changes which are happening in the market. So, I
would say it needs to be a probably a right balance
between outsource and in-house hiring.

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 

I would say that there is no one right or wrong
answer for it. Some of the areas where they can
differentiate themselves over their competition, I
believe that's where a build strategy would work.
Whereas some things which they can learn from
others, rather than reinventing the wheel, that's
where a buy approach would work because
sometimes time to market is more critical than
differentiating yourself.

5.5. Do you think that in Indonesia we will see a
unicorn which is very different, which is indigenous,
which means that it is specific only to Indonesia and
there is no such example of it anywhere else in the
world? If so, which vertical do you think it will belong
to?

I certainly believe that Indonesia, given its size and
population and the right mix of people, I believe there
is all potential for a unicorn to be there in that
market. And I would say if there is one, that would be
in the space of e-commerce, mostly on the Ecom side.

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

As we spoke about, a partnership would ensure that
they are building a very effective ecosystem. Fintechs
are doing a great job in getting a lot of consumers on
board, but their ability to again go deep as well as
wide would depend on how effective they are in their
partnership approach.

“Partnerships hold great importance for 
fintechs in Indonesia.”

“Fintechs should consider a balanced 
approach that combines both in-house 

hiring and outsourcing.”

“Fintechs should evaluate each situation
individually.”

So, that's where they need to have a right balance
between build and buy approach.

“The e-commerce sector appears to be a 
likely vertical where such a distinct 
Indonesian unicorn could emerge.”
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EXECUTIVE SUMMARY

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

In Indonesia digital payment has surged compared to
what we had in 2019. You've heard from many that
the COVID pandemic actually accelerated digital
payments in Indonesia, not only in Indonesia but also
in other countries. But in Indonesia, key factors are e-
money, contactless payment methods, and QRs that
are used both for retail and institutional payment.
We've seen various new methods like social
commerce, from offline to online, all those payment
methods also have risen a lot in Indonesia since 2019.
One of the steps that I read and you might want to
revalidate is that from the Central Bank, we've seen
that e-money usage has increased from 2019 to 2020,
and it increased as well by 39%, so there's a lot
compared to what the government has tried to
encourage from before the pandemic. 

The payments industry in Indonesia is undergoing a
rapid transformation, driven by the pandemic, the
rise of e-money and contactless payments, and the
increasing role of fintechs.
The pandemic has accelerated the shift towards
digital payments, with more people using e-wallets,
QR codes, and other contactless payment methods.
This trend is expected to continue, as consumers
become more comfortable with digital payments and
merchants adopt new technologies to meet customer
demand.

CBDCs could provide a number of benefits, including
increased financial inclusion, reduced transaction
costs, and improved transparency and security.
However, there are also challenges to be addressed,
such as regulatory issues, technological
infrastructure, and public acceptance.

Yoanna Darwin
Director - Country Head
of Treasury & Trade
Solutions, Citi Indonesia

Traditional banks also continue to play an important
role in the payments industry, providing stability and
regulatory oversight. They are also working to
innovate and adapt to the changing landscape, for
example by offering digital banking services and
partnering with fintechs. Central bank digital
currencies (CBDCs) have the potential to revolutionize
the payments industry in Indonesia. 

Fintechs are playing a major role in driving innovation
and expanding financial inclusion. They are
developing new products and services that are more
accessible and affordable for consumers, especially
those who are underserved by traditional banks.

https://www.citigroup.com/global
https://www.linkedin.com/in/yoanna-d-a51a4348/
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What we've seen is that customer behavior because
of the pandemic has shaped the industry, the digital
payment industry in Indonesia for the past few years.
Limited mobility during the pandemic has pushed
customers to go digital because there are no options
during the so-called lockdown here.

Would you also want to touch a little bit on the
carded side of the payment experience that has
evolved over the last few years, or do you think that
e-wallets have taken center stage along with digital
banks?

Indonesian banking populations are still only 40%, so
around 60% is actually unbanked. So there are two
segments: the banked population, they still use the
card base. The e-wallet or the digital method like e-
wallet/ e-money is used for a specific purpose. But for
the unbanked, of course, it's easier for them to have
financial access through the wallet because it's easier
for them to open a wallet account. You can even open
your e-wallet account even if you don't have the
national ID yet, but with specific limitations. 

There are two sides of the story here while e-wallet is
increasing, but the card-based on the account
payment method through digital platforms is still
largely dominated by the banked population.

In terms of the regulator, how involved is the
regulator, and what are some of the regulatory
guidelines that payment operators in Indonesia do in
the last few years?

The Central Bank Payment System Vision until 2025,
is very key to how the digital payment structure is
formed now in Indonesia. Before we had that vision, I
think digital payment has been very slow. The
evolution has really increased once the central bank
has introduced the payment system vision because
they are working with the industry; and associations
to have step-by-step guidelines in terms of how the
country should step up digital payments. 

With the payment system vision, they have the five
pillars: they have the open API, the retail payment,
introduction of the BI-FAST, the instant payment, and
then QR Indonesia Standard QRIS, and also next going
to the wholesale market and how they form the
security structure for the digital payment, as well as
working with the bank to form also the regulations for
the digital payment. That's very key, and that's
actually what I've seen, and the market, has
accelerated evolution of digital payment in Indonesia

I think that's actually key to how the digital payment
structure is formed now in Indonesia. Before we had
that vision or guidelines, I think the digital payment
has been slow in evolution. Once the central bank
introduced the payment system vision, the evolution
increased because they are working with the industry
and association to have step-by-step guidelines in
terms of how the country should form the digital
payment. With the payment system vision, they have
the five pillars: open API, retail payment, introductions
of the IFAs, instant payment, and QR Indonesia
Standard. 

They are also going to the wholesale market and
forming the security structure for digital payment
while working with the bank and the bank's
compliance to form regulations for digital payment.
That's very key, and that's actually what I've seen in
the market, accelerating all these evolutions of digital
payment in Indonesia.

“The Central Bank Payment System Vision until
2025, is very key to how the digital payment

structure is formed now in Indonesia.”

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?  

I do see that the payment market will still
continuously grow. I read in some articles and
statistics from Bank Indonesia that payments in
Indonesia will grow at an estimated 17% CAGR up to
2026, five years from 2021 to 2026. 
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I think in Indonesia, while we already introduced
many payment methods or many new digital
payments, it's still not enough. There's still a lot of
innovation that is needed, not only for domestic but
also for cross-border payment. The forces are
obviously customer requirements because there's
always ways for customers to adopt to see from
different countries, and to actually operate more
efficiently, be that from retail and also from the
business SME and business institutional point of view.
So there's still an opportunity in the market to keep
developing digital payments and determine the
industry in general. 

I see that the Central Bank Vision plays a key role
here because they will be the ones setting what can
be done and what cannot be done by the market.
They will set the rules, and it's obvious that once this
is in the Central Bank rules, than they will provide the
same level playing field for the market.

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

 2.1 What innovations or trends are emerging in the
payments business and operations space?

The focus so far has been merely to address the retail
segment, how the end customer, like us, can leverage
digital payment for efficiency. 

But now the emerging trends, and this comes up a lot
in the conversations with my clients, (the SMEs and
the institutional clients), the emerging trends now
that I observe is how to integrate what we have in the
market, what we have for the retail segment, and
expand it to the ecosystem, to the institutional to the
SME side because this is always a buyer and supplier,
and the whole ecosystem is always between buyer
and supplier; how to connect them online, so from
this merchant or the supplier point of view, is how
they can connect seamlessly through finance channel,
how merchants can communicate with their end
customer but through an affordable digital
infrastructure. That's why we see that financial service
providers are emerging now to help merchants out, to
help these suppliers to reconcile digitally, for
example, so the likes of the payment gateway, the
payment intermediaries is all those new business
models that come into place, side by side with banks
of the traditional banks to help this ecosystem and
the merchants to move money efficiently.

“The forces are obviously customer requirements
because there's always ways for customers to
adopt to see from different countries, and to

actually operate more efficiently, be that from
retail and also from the business SME and

business institutional point of view. So there's 
still an opportunity in the market to keep

developing digital payments and determine 
the industry in general.”

Do you feel that SME is getting digitized? Do you feel
that on the operation side there is a need for
digitalization as well? Do you see that that will
become something important in Indonesia in the
next few years?

Digital payments is one piece, but for a business to
operate more efficiently, you need to look at the
whole end-to-end flow. They have payments, they
have receivables, they have balance sheet
management, working capital. That comes as one, so
it's interconnected to one another.

The demand from the market for the improvisations
of the payment infrastructure is still expected, for
anything that is faster, cheaper, and safer, cyber-
security proof is needed.

So it's not only payment but the operations of
payment, how to make the digital payment operations
become more efficient, and operations become more
efficient. So what's next? There comes all the
collections piece as well because payment and
collections are one. 
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2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result? 

Innovation is always used as a tool to be more
efficient. Eventually, the expected result for all
businesses is to save. You want to save your
expenses, you want to save your resources, you want
better list management, you want optimizations in
your balance sheets, for example, everyone needs to
remain competitive in their business field, and
innovation is the umbrella to become more efficient. 

Volatility in the market pushes people and pushes
these industry players to be more efficient. So this
creates an opportunity for new players to come and
facilitate this agenda. 

For example, the lack of payment gateway, payment
intermediary, and on the financing piece, the peer-to-
peer lending, e-commerce leads to emergence of a
super app facilitating day-to-day payments, the so-
called digital native players growing so fast in
Indonesia and disrupting the market. So this business
model, from banks' perspective, traditional banks like
us, if we don't watch out, can eat the pie of the
traditional banks as incumbent payment service
providers.

So that's why in Indonesia now, we’ve seen a lot of
digital banks coming into the picture, trying to bridge
those two (digital everyday payment players and
banks). You're still a bank, but you introduce digital
initiatives and, in a way, compete with all fintechs or
new non-bank payment players. 

And some banks form digital business units, if not a
new entity, a bank, but a digital business unit to
actually accommodate the need of this business. 

Do you believe that digital banks are able to offer to
consumers something which is different, and do you
think they will survive?

There are two types of digital banks: the digital
banking unit and a real digital bank. 

The difference as I see it is in Indonesia, the digital
banking unit is actually not really digital, but what you
have is a traditional bank, that you're trying to digitize.
But the back of it is still, you're still bound by the rules
of the traditional banks and the way you operate. But
a real digital bank is one you really created a new
entity to really operate from scratch because for
traditional banks, it's really difficult to become pure
digital, like the non-bank players. Because there's a lot
of regulations set for the traditional banks, and you're
bound with a lot of things that are already happening
for years. 

“The emerging trends now that I observe is how 
to integrate what we have in the market, what 
we have for the retail segment, and expand it

 to the ecosystem, to the institutional to the SME 
side because this is always a buyer and supplier,

and the whole ecosystem is always between 
buyer and supplier. How to connect them online, so

from this merchant or the supplier point 
of view, is how they can connect seamlessly

through finance channel, how merchants can
communicate with their end customer but 

through an affordable digital infrastructure.”

How can the SME reconcile through the digital
platform? That's also something that needs to be in
the picture because otherwise, the efficiency will not
be there if you only look at one aspect. So you need
to look at the whole thing from the operations of the
institution's point of view, which then comes not only
from the payment side but also for the less of the
whole operations of that institution as well.
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So, in terms of which one will be more successful, I
think it's different, depends on each entity, target
market and your business model because the pie is
so large in Indonesia, so you really want to ensure
what and who are your target market, what are the
select segment that you want to push for your
organization. So that will be the key to determine
your success as a digital bank or a digital banking
unit. 

You need to know at first what you want to do, which
target market, what kind of flow that you want to
pursue before you attack all, as I see it. 

SECTION 3: BANKS AND FINTECHS

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments,real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

I think they compete whether you like it or not; they
directly compete to acquire clients and volume. But at
the same time, fintechs and banks also complement
each other. 

For retail or consumer payments, banks and fintech
directly compete. Fintechs acquire clients through
their fast-to-market innovations, their client
experience, their more user-friendly app, and
promotions activities to reduce costs of transfer, and
they have more flexibility to do that compared to
banks. But this may not apply to big institutional
payment given the capital that you need to facilitate
the big flows, the funding that you need as an entity
to be able to facilitate all institutional payment flows. 

Also, for Indonesia and many other countries as well,
not all clearing schemes allow fintech or non-bank
bank players to directly participate. In Indonesia, for
example, none of the non-bank players are able to
directly participate in ACH or RTGS or BI-FAST, so they
need to work with a traditional incumbent bank to be
able to facilitate their end customer flow. 

So, that's this two-sided story about retail and
wholesale payments in Indonesia. 

While for the CBDC, I think it's still very nascent for
Indonesia. I wouldn't have much comment on that
because we're still learning on what we need to do
also on CBDC. 

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

Oh, I see now. A lot of things are happening now
domestically and globally with a lot of volatility in the
market. For Indonesia, while some players are still all
about economic growth, many players are also trying
to stabilize what they have. Banks and fintechs need
to survive and become stable with what they have. 

In the previous year, we saw a lot of aggressive
movement to acquire clients, to widen market
expansions, user expansions, anything to be done for
growth. But with the economic reductions, also in
terms of the capital venture funding to the fintechs,
now it's more about how to optimize what you have
to ensure that the business can run and operate
sustainably, in terms of how you can operate with
what you have and start earning better returns. That's
also what is happening now in banks. Everything is
about optimization now.

“Innovation is always used as a tool to be more
efficient. Eventually, the expected result for all

businesses is to save. You want to save your
expenses, you want to save your resources, 
you want better list management, you want

optimizations in your balance sheets, for 
example. Everyone needs to remain competitive 

in their business field, and innovation is the
umbrella to become more efficient.”

“Fintechs and banks directly compete to acquire
clients and volume, but they also complement

each other. Fintechs are fast to market and have
flexible cost structures, while banks have the

capital and regulatory compliance to facilitate
large institutional payments.”
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SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash? 

60% of the Indonesian population is unbanked, so
obviously BNPL provides easier financial access to the
unbanked. BNPL helps to accelerate the government
agenda for financial inclusion for the country. I think
over the past couple of years, BNPL has been growing
at around double-digit, about 23-25%. It is much
faster than financing access through banks. 

For banks, the expectation is to grow on financing,
but with a lot happening and the macroeconomic
situations, I think BNPL has been able to grow faster.
So, the concept itself for an alternative to cash is very
good, and it provides a better and easier user
experience. 

However, the expansion of how it is being used to
expand and grow the market and the very easy
access for the customer is somehow also at least
challenging to the institution itself. The non-
performing loans from BNPL businesses have been
growing as well, and it grows much faster and much
higher than traditional banks BNPL. So now the
question is, the concept is good, but how the
business in Indonesia is actually using this concept in
trying to expand the market. I think you need to look
at it carefully. Financial education and the
transparency of how BNPL is used and to be used by
customers need to be heightened to ensure that the
product or service can be leveraged accordingly by
the customers.

Do you feel that there will be safeguards and
regulations in place for the adoption of BNPL by a
large section of the population?

I think the regulations are already in place, but there's
always room for improvement. When you set up a
BNPL service, you need to go through a set of
guidelines and approval from the regulator. It's how
the industry can educate the market so that the
clients understand which BNPL players they should
use and how the BNPL actually works.

4.2 How do you see account-to-account payments
evolving in Indonesia?

Before BI-FAST, we already had a similar scheme, but
with BI-FAST, account-to-account payments are still
the largest common payment method used by those
who have bank accounts. There are always enhanced
features in the account-to-account payments as well,
such as virtual accounts, and now BI-FAST with a more
affordable cost for the customers. With all this
development on account-to-account payment, I think
it will still be one of the preferred methods for
Indonesia as long as they keep enhancing all these
features.

“Banks and fintechs need to survive and 
become stable with what they have.”

“The concept of BNPL as an alternative to cash is
very good, and it provides a better and easier user

experience. However, the expansion of how it is
being used to expand and grow the market and the
very easy access for the customer is somehow also

at least challenging to the institution itself.”

“Account-to-account payments are still the largest
common payment method used by those who have

bank accounts. With all this development on
account-to-account payment, I think it will still be
one of the preferred methods for Indonesia as long

as they keep enhancing all these features.”

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

ESG is a favorite word nowadays, and everyone wants
to contribute and wants to assess and explore what
they can do. 
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4.4 What are your thoughts on the future of cross-
border payments in Indonesia?

This is the next agenda for the government as well,
the next opportunity where the process can be
streamlined because cross-border payment is
perceived as a lengthy process with a lot of underlying
documentation. The payment itself, in terms of the
timing for your beneficiary to receive the payment, is
also not transparent. That's why cross-border
payments is the next opportunity because many
countries are now introducing real-time payments.
Now, it's time to look at how we can connect between
countries to be able to streamline cross-border
payments. So, this is the next if not already happening
and offered by some players, including the
organization where I'm in now. What I want to note is
that central banks have to set a standard also to
ensure that cross-border flow can still be monitored
because cross-border activities entail higher risk
compared to domestic activities. You need to ensure
that while you provide the same level playing field for
the industry players to innovate in streamlining cross-
border payment, you also want to ensure that risk
management in terms of monitoring cross-border
flow is there. What you don't want is innovations with
different interpretations by the industry player, which
pose unmeasured risk for the players itself and also
for the customers in the market

SECTION 5: QUICK QUESTIONS

 5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

Well, I think it's always about market acquisitions,
that's the first. It's more on how to widen your
coverage in the market before they're going more
deep in terms of the surface offering itself.

“ESG is a favorite word nowadays, and everyone
wants to contribute and wants to assess and

explore what they can do.”

For payments, the obvious one would be digital
payments because it eliminates the use of paper. The
rise of smart or digital or branchless banking is also
one way to contribute to ESG. Introductions of virtual
cards are another example of ESG in payments. 

“Cross-border payment is perceived as a lengthy
process with a lot of underlying documentation.

The payment itself, in terms of the timing for your
beneficiary to receive the payment, is also not

transparent. That's why cross-border payments is
the next opportunity because many countries are

now introducing real-time payments. Now, it's time
to look at how we can connect between countries
to be able to streamline cross-border payments.”

But as always at the high level going horizontal, that's
how I see it. That's why there are a lot of players
emerging in the market, and that's when you can see
who will survive and who will not survive because of
their business model.

“Fintechs tend to focus more on wide coverage 
in the market before going more deep in terms

of the surface offering itself.”

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

I come from institutional banking, so I do believe
partnership is more important for fintechs because
not everything can be accessed in terms of payment
market infrastructure or scheme in Indonesia, directly
by fintechs, so it's important for fintechs to also
collaborate with the incumbent to be able to access
all payment schemes.

“Fintechs tend to focus more on wide coverage 
in the market before going more deep in terms

of the surface offering itself.”
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So, you then really want to think whether you want to
build yourself or use combinations of buying but
customize a bit if you have the opportunity to do that.

So, I think you really need to look at the whole angle. I
wouldn't say that there is a right or wrong answer. It
just depends on how you really want to see and how
you want to introduce and provide differentiation of
your service to your clients.

5.5. Do you think that in Indonesia we will see a
unicorn which is very different, which is indigenous,
which means that it is specific only to Indonesia and
there is no such example of it anywhere else in the
world? If so, which vertical do you think it will belong
to?

Well, the uniqueness of Indonesia is actually spread
across 17,000 islands. So, the uniqueness is that
Indonesia is used to and it still is, use of cash,
especially in non-big cities, is still a lot and it's still a
pain point for the market to be able to make it more
efficient.

So, if there's a digital provider that will be able to
actually connect buyers and sellers throughout the
remoteness of the country, I think that would be very
unique to Indonesia, and that would be very
interesting concept if they're able to solve that pain
point of Indonesia.

In the big cities, I think there's a lot of similar offerings
from all these fintech or non-bank players, but how if
you can really connect and solve the pain points of
the use of physical cash in remote areas, I think there
will be a very interesting thing to see.

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

I think it depends. There are always pros and cons in
terms of outsourcing or hiring in-house staff.
Obviously, if you want to go vertical, you really want
your own staff. You really want everyone to have the
culture of your company and to really have an in-
depth knowledge and the same vision of what you
want to do as an organization. So, there are activities
which I believe can be outsourced, but there are
activities that I think you really need to get your in-
house staff.

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 

Of course, when you buy a product, the time to
market can be much faster, but if you're really looking
into the uniqueness of the service that you offer and
that's when you want to go deeper into your service
and the offering to your clients, then there are some
customizations that you might need to be able to
address your customer requirements and to be the
differentiator in the market. 

“There are activities which I believe can be
outsourced, but there are activities that I think 

you really need to get your in-house staff.”

“This just depends on how you really want to see
and how you want to introduce and provide

differentiation of your service to your clients.”

“If there's a digital provider that will be able 
to actually connect buyers and sellers 

throughout the remoteness of the country,
I think that would be very unique to Indonesia,
and that would be very interesting concept if

they're able to solve that pain point of Indonesia.”
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EXECUTIVE SUMMARY

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

If you look back over the past five to ten years, the
world has changed with the penetration of the
internet and smartphones becoming part of our
everyday lives. In a country like Indonesia, with its
young demographic population, the internet
penetration and mobile phone usage is more than 70
percent, making it more of a mobile-only country
rather than a mobile-first country. This has fueled a
deluge of e-commerce, e-delivery, and other online
digital ecosystems, which were further expanded in
the wake of by COVID-19. 

Indonesia's young and tech-savvy population has
driven the rapid growth of e-commerce and digital
ecosystems, transforming the payments industry.
With a plethora of players in the digital wallet space,
from traditional institutes offering bank transfers and
cash on delivery to the wider adoption of QRIS
payments by SMEs and MSMEs, Indonesia's payments
landscape is vibrant and diverse.

Partnerships are crucial for fintechs in Indonesia,
given the country's vast geography and challenges in
last-mile coverage. By partnering with different
businesses, fintechs can leverage synergies across
product lines and reach a wider customer base.
However, it is essential for fintechs to build their own
core competencies and differentiators before
outsourcing functions or buying products. 

Nitin Sharma
Partner, IBM Consulting

Indonesia has the largest e-commerce transaction by
value in the ASEAN region, at about $70 billion, with
35 to 40 million Indonesian customers transacting
online.

This has led to an abundance of players in the digital
wallet space (39%), along with traditional institutes
like banks offering bank transfers (23%) and cash on
delivery (14%), which together form about 75 percent
of payments in the retail space. This is shaping the
retail space in terms of how Indonesians make
payments, settle their bills, and engage with different
digital players. 

The future of the payments industry in Indonesia is
bright, with banks making progress on the corporate
side and fintechs expanding their offerings. The B2B
payments segment, which is typically three times
larger than the retail payments segment, presents a
significant opportunity for growth. As the SME
segment rapidly expands and contributes 27% to
Indonesia's GDP, it offers another attractive market
for fintechs. With the recent launch of a regional
payment system, cross-border trade within
ASEAN/Asia also holds great potential.

https://www.ibm.com/au-en
https://www.linkedin.com/in/mail2nitins/
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On the SME and MSME side, there is wider adoption
of QRIS payments, which was launched in 2020 and
has garnered attention, as it's one of the largest
segments in the Indonesian economy. 

On the corporate side, banks have made progress in
terms of adopting a common language for ISO 20022
on the Swift side for cross-border payments. We also
see fintechs making in-roads into B2B payments for
SME segment and out performing  

These are some of the trends playing out in the
payment industry in Indonesia.

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?

As for the regulators, they are certainly enabling a
plethora of  players in the market. If you look at the
population, there is 40 % of the population which is
unbanked and 26% of the population which is
underbanked. 

The government and regulators wants to bring more
of the un-banked/underbanked population into the
financial system, to be part of the transformation
happening in the financial industry, which includes
payments. 

They are also launching infrastructure such as BIast,
QRIS payments, and building a national payment
highway (request to pay, direct debits, ewallets) to
boost innovation in payments.

To take a particular example of BI-FAST , we have
seen how the digital ecosystem and payments
landscape exploded in India once customers start
adopting UPI based  real-time payment rails. 

The innovation is then driven around this basic
payment infrastructure where you would have
ecosystems like GoPay or other wallet providers like
OVO or startups which are augmenting their platform
and creating value-added services around payment
service while driving the frictionless  payments
through their platforms.

I believe because of the last many years of political
stability, good leadership, OJK and Bank Indonesia are
working together to pave the way for trail blazing
these innovations in the country. So the outlook is
very positive for Indonesia as a digital powerhouse in
the region in my my opinion     

“Indonesia has the largest e-commerce
transaction by value in the ASEAN region, 
at about $70 billion, with 35 to 40 million

Indonesian customers transacting online. 
This has led to an abundance of players in 
the digital wallet space (39%), along with

traditional institutes like banks offering bank
transfers (23%) and cash on delivery (14%), 

which together form about 75 percent of 
payments in the retail space.”

Bank Indonesia created a white paper called
Payments 2025 Vision, which outlines the future of
payment innovation in Indonesia, and they are
actually following that plan. 

“The regulators are certainly enabling a 
plethora of players in the market. If you 

look at the population, there is 40 % of the 
population which is unbanked and 26% of 
the population which is underbanked. The
government and regulators wants to bring 

more of the un-banked/underbanked 
population into the financial system, 

to be part of the transformation 
happening in the financial industry, 

which includes payments.”
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Another example is the regional payment system or
network that Indonesia is re-imagining. At the
sidelines of the recently  concluded  G20 summit, five
or six countries in ASEAN have come up with a direct
bilateral or multilateral country-to-country payment
transfer system. This will boost the SME and MSME
segments, enabling them to have frictionless
transactions for a certain value of transactions
beyond the usual cross-border rails like Swift. These
are some of the innovations that will pave the future
of payments in Indonesia.

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result?

I mean, the basics of payments have not changed. It's
debiting the buyer and crediting the seller. So every
business model must enable this digitally now by
taking the friction out of the process and then build
new ecosystems around these core principles.

For example, when real-time payments were
introduced in Indonesia, the banks started losing the
float amount, having an impact on their liquidity &
profitability positions. As  there are other payment
aggregators who are enjoying this float under the new
regulations and offering value-added services around
payments eg. OVO, GoPay. That's one business model
which is emerging and will continue to get traction.
But at the end of the day, these platforms (e-
Commerce, e-Delivery or fintechs) exist to fulfil the
needs and latent wants of customers. These rails
become basic commodity enablers for them to do
that.

The last one I can possibly think of is that traditional
banks will also adopt more and more. We are seeing
an example of this with many top banks actually
building or joining various ecosystem platforms, or as
we call it, embracing embedded banking, by offering
these innovative payment services rails to its
partners, settlement, and other banking products on
these ecosystem platforms. Doing a cross-sell and
upsell with leveraging data analytics to drive financial
products and services. 

I also believe that there will be innovation which will
be driven to help the government's agenda of
financial inclusion, by offering mobile-based
payments to the bottom of the pyramid customer
segment. And it's not just smartphones, but they also
have a way to have non-smartphones be included in
this fold. So I believe there will be certain social or
not-for-profit enterprises which will emerge to fulfill
this gap, and this is also an opportunity for them to
tap this segment of the market as well. So I think
there will be innovation fueled on the fintech side,
government, and large financial institutions across
the board.

The introduction of BI-FAST will lead to immediate
and instant payments becoming a commodity, this
will help the ecosystem consisting of e-wallets, peer-
to-peer platforms, and banks introducing and being
part of different ecosystems and innovations such as
request-to-pay and account-to-account transfer will
get a fillip. 

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

 2.1 What innovations or trends are emerging in the
payments business and operations space?

“The introduction of BI-FAST will lead to
immediate and instant payments becoming a

commodity, this will help the ecosystem 
consisting of e-wallets, peer-to-peer platforms,

and banks introducing and being part of 
different ecosystems and innovations such 
as request-to-pay and account-to-account

transfer will get a fillip.”
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 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments, real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

SECTION 3: BANKS AND FINTECHS

Real-time payments are an area where many fintechs
are already present. Companies like OVO, GoPay, and
Dana have made a good mark in this area, and
models like BNPL will emerge from it. The fact that
these payments are instant means there is a lot of
data available, one can take actions based on that.
With regards to cross-border payments, banks in
Indonesia are focussing on regional cross-border
bilateral payment rails while the corporate segment is
still dominated by the Swift Network, but there are
certain players coming in which are offering a regional
payment framework connecting different countries.
For corporate payments, banks still rely on
corresponding banking or the Swift payment network. 

However, traditional banks are seamlessly embedding
FS and cross-border payments in their client
transaction banking systems through API based
integration with client ERP systems. Banks are also
potentially looking at partnership and M&A models to
buy rather than build some of these cross-border
payments capabilities.

Fintechs and startups have some opportunities in this
area, like B2B payments for the SME segment, where
SMEs are embracing international marketplaces or
platforms for growing.

As for CBDCs, the Bank Indonesia Payment Vision
White Paper does not mention any plans for adopting
CBDC in the near future. However, the government
and regulators are thinking about it, and countries
like Indonesia may join the bandwagon as platforms
like Project Dunbar, multilateral CBDC platform,
mature.    

I think that in terms of operations, if you look at the
value chain for corporate procure-to-pay or order-to-
cash, payment innovations reduce the overall
operations effort in terms of settlement, fraud checks,
compliance, and overall business flow. I believe this
will become more automated rather than outsourced.
Some companies may offer outsourcing services on
the back of these innovations, but the central fulcrum
will still remain in using payment infrastructure to
enable smooth flow of business transactions. This
could be B2B, B2C, or B2B2B, and many models will
emerge from that. Lightening operations, bringing in
efficiencies, and enabling process outsourcing
companies to come up with different models for
corporates.    

“The basics of payments have not changed. 
It’s debiting the buyer and crediting the seller. 

So every business model must enable this 
digitally now by taking the friction out of the

process and then build new ecosystems
around these core principles.”

“Real-time payments are an area where 
many fintechs are already present. Companies 
like OVO, Gopay, and Dana have made a good

mark in this area, and models like BNPL will
emerge from it. The fact that these payments 

are instant means there is a lot of data 
available, one can take actions based on that.”

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas?

If I were to rate above three areas from an economic
impact perspective, I will rate in following order esp.
with a five year outlook.

Real-time payments
Cross-Border payments
Central Bank digital currencies

1.
2.
3.

The only reason for the above rating is that real-time
payments have a significant impact on the domestic
economic situation as many new and innovative
business models mushroom around this payment rail
as we have seen in many countries across the region. 
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BNPL is not a new concept and was introduced in the
early 2000s by banks in the form of unsecured
lending products around credit and debit card
transactions, and that has not gone away. Although
fintechs entered the market with a big bang on BNPL,
they may not be performing sustainably in terms of
profitability and revenue models. There will be
consolidation, and a few players will play on
economies of scale. BNPL is getting traction in more
mature markets where there is a lot of data available
for risk modeling or credit risk checks. In Indonesia,
traditional banks and financial institutions have a
greater role to play in providing an alternative to cash
because BNPL is not the only alternative to cash;
other forms of payments such as card payments or
digital payments are also prevalent. It's a matter of
bringing unbanked or underbanked customers into
the financial system and providing them with tools to
transact, and BNPL is just a way to give them
unsecured lending.

SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash?

“If I were to rate above three areas from an
economic impact perspective, I will rate in

following order esp. with a five year outlook. 
Real-time payments , cross-border payments

Central Bank digital currencies The only reason 
for the above rating is that real-time payments

have a significant impact on the domestic
economic situation as many new and 

innovative business models mushroom around 
this payment rail as we have seen in many

countries across the region.”

4.2 How do you see account-to-account payments
evolving in Indonesia?

With the introduction of BI-FAST, we will see account-
to-account transfer getting really popular. And again,
I'll draw similarities with India with UPI. We do expect
a similar push also in Indonesia, and there will be
related innovations coming up from request to pay
and direct debit or QRIS, account-to-account transfers
being fueled across the platforms and ecosystems. So
definitely, very bullish on this. 

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

Well, I think ESG is, as we know, is the front and
center of all financial institutions, corporates across
the globe, and Indonesia is no different. And if you
look at the banks, they are definitely offering a lot of
green financing/deposits, sustainability-linked
investments, for different industries and even retail
segments as well. 

Fintechs will play a crucial role, and especially talking
about payments services leveraging purpose lever-  
e.g. in the retail space, one would want to drive a
certain behavior at an individual  customer level in
terms of how they spend, and how this can be a
rewarding and socially enriching experience for them.
I know a few fintechs also in a few markets offering an
ESG-related measurement on one’s credit card
payments and really rewarding customer based on
the purchases they are making, contributing to the
well-being of our environment and driving
sustainability. “BNPL is gaining traction in mature markets. In

Indonesia, traditional banks and financial
institutions play a greater role in providing

alternatives to cash.”

“With BI-FAST, account-to-account transfer 
will become popular in Indonesia, similar to 

India’s UPI.”
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So I would see those kinds of fintechs emerging in
Indonesia because of the volumes and the population
that the country has, and I think this can be then
extended into the large MSME and SME segment as
well across the supply chain or in areas like Trade
Finance to drive their ESG agenda, helping them build
their SDGs and also changing their behavior as well.      

4.4 What are your thoughts on the future of cross-
border payments in Indonesia

The fact that Indonesia has a vibrant expat diaspora
(around 8 million) are outside the country, banks,
fintechs and central banks are offering varied choices
to them for foreign remittances. Hence in the retail
space, within the ASEAN region, traditional banks
have many partnerships and branches for direct
transfers and in addition to that Indonesia is enabling
cross-border QRIS & BI-FAST payment partnerships
with specific countries in the region for instant
transfers.

“Fintech companies will promote ESG within the
payments industry by encouraging customers

to adopt responsible spending habits.”

Having said above, the biggest payments segment is
B2B, which is usually 3 times the retail payments
segment. The significant area of opportunity
specifically for Indonesia is the SME segment, which is
growing by leaps and bounds and contributing 27% to
Indonesia’s GDP. These SMEs are expanding
internationally through digital marketplaces and
hence we see some fintech play e.g. GoPay, Xendit et
al. Besides this traditional banks will also leverage the
recently announced regional payment system for
cross-border trade within the ASEAN/Asia region. 

“The significant area of opportunity 
specifically for Indonesia is the SME segment,

which is growing by leaps and bounds and
contributing 27% to Indonesia’s GDP. These 

SMEs are expanding internationally through 
digital marketplaces. 

Fintechs tend to focus more on wide coverage
 in the market before going more deep in terms

 of the surface offering itself.”

SECTION 5: QUICK QUESTIONS

 5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

I think more and more, from whatever I have seen of
it, they are more focused on deep coverage than
wider coverage. Just the nature of the game is such
that until you scale up, you have to have a good core
competency defined as a startup to be able to sustain
for the next phase of growth.

“I think they are more focused on deep 
coverage than wider coverage. Just the nature 
of the game is such that until you scale up, you
have to have a good core competency defined 
as a startup to be able to sustain for the next

phase of growth.”

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

I do believe so because the country is spread out
across thousands of islands, and there will be
challenges in the last-mile coverage. From a
distribution and reach perspective, partnerships are a
way to go across different businesses. Also, fintechs
are more focused on deep coverage than wide
coverage, so there is a room for everybody to play
and partner together to leverage different synergies
across their product lines. 

We will also see a lot of innovation in the space of ESG
measurements specific to a geo like Indonesia e.g.
raw data collection, sector benchmarking, auditing
and scoring methods et al, this can be also driven by
Fintechs or the robust startup ecosystem that
Indonesia has. 
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5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

I would say they have to hire in-house first, they have
to build their own core competency and
differentiators before they outsource functions, and
they have to achieve a certain scale to reap the
benefits of outsourcing.    

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products? 

Building, for sure esp. to start with because that's
what is going to be a differentiator for them rather
than buying from day one. Also, sometimes it
depends on what the nature of the business one is  in,
but definitely building rather than buying in the initial
leg.

5.5. How do you feel about Indonesia having an
indigenous unicorn, something which is like a
business model that hasn't been adopted anywhere
else in the world, and if so, which vertical will it
come from? 

I think in the fintech space, given the opportunity at
hand, I believe several more unicorns are possible in
Indonesia. Last I checked, the count was 13 for
unicorns in Indonesia dominated by e-Commerce
platforms but I strongly believe that like other Big
Techs or eCommerce players, the natural progression
is for them to venture into financial services space to
tap the opportunity on the flow & lending side esp. in
a vast market and severely unbanked market like
Indonesia. Maybe this opinion is a bit biased because
I'm coming from a financial services perspective, but I
would definitely love to have a fintech rule the roost,
e.g. Ajaib, a pure investment platform fintech like
Robinhood became a unicorn in just 3 years as
compared to 5-7 year period for other Indonesian
fintechs.

“I do believe so because the country is 
spread out across thousands of islands, and 

there will be challenges in the last-mile 
coverage. From a distribution and reach
perspective, partnerships are a way to

go across different businesses.”

“I would say they have to hire in-house first, 
they have to build their own core competency 

and differentiators before they outsource
functions, and they have to achieve a certain 

scale to reap the benefits of outsourcing.”

“Building, for sure esp. to start with because 
that’s what is going to be a differentiator for

them rather than buying from day one.”

“I think in the fintech space, given the 
opportunity at hand, I believe several 

more unicorns are possible in Indonesia.”
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EXECUTIVE SUMMARY

Irni Palar
Country Director, 
Verifone

The payments industry in Indonesia is undergoing a
significant shift towards electronic payments, with
digital and QR payments playing a crucial role. The
credit and debit card base is expanding, making the
previously unbanked population bankable. The
central bank is supportive of the growth of electronic
payments and has introduced the QR Indonesia
standard. 

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

The payments industry in Indonesia is increasingly
transitioning towards electronic payments, with digital
payments playing a significant role. The credit card
base has been growing, albeit at a flat rate due to
heavy regulation by the central bank. The debit card
base is also expanding, making the previously
unbanked population bankable. However, the mode
of payment is shifting from cards to QR payments.

The push for digital payments has been particularly
strong during the COVID-19 pandemic, driven by
regulators, merchants, and consumers alike. QR
payments have emerged as the most popular method
for transactions, with FinTech playing a significant role
in driving programs and marketing with merchants.
This has enabled small micro-segments, previously
unexposed to electronic transactions, to make QR
payments.

Contactless NFC transactions are also on the rise, but
their growth is contingent on the speed at which
banks can support NFC transactions from both
issuers and acquirers. From a traditional POS
perspective, banks are not only using POS terminals
for merchant transactions but also replacing ATM
functions with these terminals. 

Fintechs tend to focus on wide coverage in the
market, and partnerships are essential in the
payment ecosystem. The central bank has expressed
its intent to incorporate ESG principles into the
industry. Fintechs often operate on a contract-based
business model, which extends to both their
technological and human resources. They may favor
cloud solutions due to the pay-per-use model,
allowing for necessary adjustments based on
demand. Similarly, their staffing approach tends to be
contract-based rather than permanent, providing the
flexibility to scale up or down as required.

https://www.linkedin.com/in/irni-palar-a8494194/
https://www.verifone.com/en/global
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However, there has been a recent setback with the
introduction of a transaction fee for QR payments by
Bank Indonesia. The impact of this on QR acceptance
remains to be seen.

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?

In the future, the payments industry in Indonesia is
expected to evolve with the introduction of new
solutions. Currently, banks fund the POS terminals, a
practice common in Indonesia but different from
markets like the US and Australia where merchants
can apply online and fund or purchase the equipment
themselves.

In Indonesia, if banks wish to expand their merchant
base to lower segments, they need to find a cost-
effective device that can support these merchants.
Given the saturation in the first and second tiers,
where one merchant can have five to six terminals
from different banks, the focus is shifting towards
small and micro-segments. One solution currently
under discussion with a bank is a software solution.
This would enable merchants to use their mobile
phones for payment transactions, leading to an
increase in electronic transactions among small and
micro-merchants.

The central bank, Bank Indonesia, has been
supportive of the growth of electronic payments. They
have introduced the QR Indonesia standard,
consolidating all QR transactions and making it
compatible with most digital wallets. This has
facilitated the growth of electronic transactions
among small and micro-merchants.

As the digital payment landscape evolves, service
providers are exploring sustainable models to
support their growth. This includes expanding
capabilities such as QR code technology and
collaborating with other countries across Asia. For
instance, the Indonesian QR standard is now accepted
in Thailand and Vietnam, with more ASEAN countries
expected to join.

This is particularly evident in branchless banking
models. The number of terminals in the market is
around 1.6 million, dominated by the top five banks -
BCA, Mandiri, BRI, BNI, and CIMB.

“The push for digital payments has been
particularly strong during the COVID-19 

pandemic, driven by regulators, merchants, 
and consumers alike. QR payments have 
emerged as the most popular method for

transactions, with fintech playing a 
significant role in driving programs and 

marketing with merchants. This has enabled
 small micro-segments, previously unexposed to
electronic transactions, to make QR payments.”

However, to sustain these services and fund future
developments, the central bank has introduced a
transaction fee for QR payments. This balanced
approach aims to fund the development of QR in
Indonesia while expanding its capabilities across
other countries in Asia.

“In Indonesia, if banks wish to expand 
their merchant base to lower segments, they 

need to find a cost-effective device that 
can support these merchants. One solution
currently under discussion with a bank is a

software solution. This would enable 
merchants to use their mobile phones for

 payment transactions, leading to an 
increase in electronic transactions among 

small and micro-merchants.”

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

2.1 What innovations or trends are emerging in the
payments business and operations space?

E-commerce is experiencing significant evolution, with
transactions occurring not only on traditional
marketplaces but also on platforms like TikTok,
Instagram, and Facebook. 
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Fintech is leading many of these innovations. While
banks continue to support traditional transactions
with incremental innovation, fintechs are capturing
new segments and introducing novel electronic
transaction methods. They are developing merchant
solutions, such as comprehensive restaurant setup
services offered on a subscription basis.

Other solutions include loyalty models and vouchers
for merchants, reducing their reliance on banks. For
instance, a coffee shop can offer a loyalty program
with kickback vouchers without waiting for the end of
a bank’s billing cycle, thanks to fintech support.

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result?

Fintechs often lack the investment needed to scale
their businesses. Collaborations with larger
companies or banks can help, but competition
remains as both parties strive to build businesses
from scratch.

Fintechs are more customized and willing to go the
extra mile to understand the specifics of the
merchants. Banks are not going in that direction.
However, to fund all this, Fintechs need substantial
investment to sustain because they need to have an
economy of scale; otherwise, survival will be
challenging.

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments, real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

SECTION 3: BANKS AND FINTECHS

“Fintech is leading many of these innovations in
the payments space. While banks continue to

support traditional transactions with incremental
innovation, fintechs are capturing new segments

and introducing novel electronic transaction
methods.”

“FinTechs are more customized and willing 
to go the extra mile to understand the specifics 

of the merchants.”

Cross-border payments are currently dominated by
global schemes like Visa and MasterCard, which
bridge cross-border transactions. 

Real-time payments are more focused on central
banks, which are introducing their own settlement
systems that offer lower transaction fees. In the past,
these banks worked with four switches that
connected with all banks to process payments.

As for the rise of Central Bank Digital Currencies
(CBDCs), the situation in Indonesia is still nascent.
While there is growing interest in digital currency,
particularly among the young population who are
quick to adapt to new innovations, regulation remains
in a gray area. No major company or potential
contender for digital currency has emerged in
Indonesia yet.

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

In terms of economic growth and stability, cross-
border payments are already in progress. Besides
credit cards, the central bank is exploring currency
settlement using local currency instead of US dollars. 

Payment methods remain largely traditional, but new
programs such as ‘buy now pay later’ are being
introduced. Personal loans are gaining popularity in
Indonesia, contributing to the growth of digital
payments and enhancing consumer purchasing
power.

However, scaling this to a global level will take time.
Real-time payments are also being pursued by the
government, with a system already in place. Due to
lower fees, existing switches providing real-time
payments will be replaced by the central bank system,
known as BI-FAST.
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Digital currency has garnered significant interest, but
its implementation depends on the direction set by
Bank Indonesia. They are currently evaluating how to
introduce digital currencies to Indonesia, using local
currency as a base. While it’s on the horizon, it has
not yet been implemented in any concrete form.
As for Central Bank Digital Currencies (CBDCs), no
significant developments or pilot implementations
have emerged yet.

SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash?

BNPL initially gained significant traction in the market,
particularly during the rise of e-commerce
transactions amid the COVID-19 pandemic. However,
it’s important to note that BNPL is not a direct
alternative to cash, but rather a tool that enables
consumers to expedite their purchases.

Despite its initial success, the realization of high
interest rates and associated fees have led to a
negative perception of BNPL. Consequently, many
consumers have found themselves in debt due to
these services. In response, central banks have
implemented regulations to control interest rates and
associated fees.

These regulatory measures have resulted in a
slowdown in the growth of BNPL services, with
consumers becoming more cautious in their use.
Furthermore, these developments have posed
challenges for fintech companies that were previously
aggressive in offering small loans. The increased
regulation and scrutiny of BNPL services have made it
more difficult for these companies to expand further
in this space.

4.2 How do you see account-to-account payments
evolving in Indonesia?

In Indonesia, the adoption of account-to-account
payments has been substantial, with internet and
mobile banking services performing well. The majority
of Indonesians are likely to have an account with BCA,
one of the largest retail banks in the country,
facilitating easy and fee-free transfers to other BCA
accounts via their mobile apps.

While the practice in other countries may involve
specific applications for transferring money between
parties, in Indonesia, the prevalent method is
account-to-account transfers within the same bank
using the bank’s mobile banking apps. This practice
has seen significant growth in recent times.

“BNPL is not a direct alternative to cash,
 but rather a tool that enables consumers 

to expedite their purchases.”

“In Indonesia, the adoption of account-to-
account payments has been substantial, 

with internet and mobile banking 
services performing well.”

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

The central bank of Indonesia has expressed its intent
to be a leading example in incorporating ESG
principles into the payments industry. While plans for
the future have been outlined, their implementation
remains to be seen.

SECTION 5: QUICK QUESTIONS

5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

In my experience, fintech companies tend to focus
more on wide coverage in the market. Driven by
creativity and trends, they typically develop one or
two solutions, identify the target market, and proceed
with implementation. The objective extends beyond
depth to encompass breadth as well. This involves
numerous trials and errors to gauge consumer
interest and the effectiveness of a solution. 



T H E  S T A T E  O F  P A Y M E N T S  I N  I N D O N E S I A :  A N  I N D U S T R Y  O U T L O O K pg 84

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

Partnerships are important. In the payment
ecosystem, you can’t rely on just one company. We
need many players in the payment ecosystem.
Fintechs need to partner more with banks or other
parties. Collaboration is important.

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

Fintech companies often operate on a contract-based
business model, which extends to both their
technological and human resources. They may favor
cloud solutions due to the pay-per-use model,
allowing for necessary adjustments based on
demand. Similarly, their staffing approach tends to be
contract-based rather than permanent, providing the
flexibility to scale up or down as required. This
strategy can be more beneficial for fintechs as it
aligns with their dynamic and flexible operational
needs.

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products?

Fintechs should build their products. One key aspect
of fintech is innovation.

5.5 Do you think there will be a unicorn coming out
of Indonesia which is very local and something that
can only happen or reflects what is local to
Indonesia?

Indeed, the emergence of a unicorn from Indonesia
that is deeply rooted in local conditions is a distinct
possibility. The key to achieving this status extends
beyond innovation; it involves leveraging networks,
identifying collaborative opportunities, and
integrating businesses to achieve scale. Partnerships
play a crucial role in this journey.

With a population of 270 million, the market potential
in Indonesia is vast. The challenge lies not in securing
funding but in avoiding isolation, expanding beyond
one’s business model, and elevating to the next level.

Unicorns typically have a solid base with specific
customers loyal to their product. They innovate and
offer convenience for consumers to transact.
Focusing on one area can present significant
opportunities.

The trend towards omnichannel approaches is
gaining momentum, with more businesses and banks
moving in this direction. Merchants need to be able to
offer their products both online and offline. Any
fintech operating in this space stands a good chance
of becoming the next unicorn.

“In my experience, fintech companies tend 
to focus more on wide coverage in the market.”

“Partnerships are important. In the payment
ecosystem, you can’t rely on just one company.”

“Fintech companies often operate on a 
contract-based business model, which 

extends to both their technological 
and human resources.”

“Fintechs should build their products.”

“The emergence of a unicorn from Indonesia 
that is deeply rooted in local conditions 

is a distinct possibility.”

Rather than solely focusing on deeper penetration
and system testing, fintechs also ensure the
sufficiency of all supporting infrastructure.

They need to be able to adapt to whatever business
model they think works. There has to be a lot of
development going on. A ready-made product will not
work because every situation and challenge presents
a different ball game.
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EXECUTIVE SUMMARY

Budi
Gandasoebrata

The Indonesian central bank has released a payment
system blueprint or roadmap for 2025, which includes
a plan to digitize retail payments. Two of the key
initiatives that have helped to promote
interoperability and interconnectivity are the
standardized QR and the standardized API for
payments integration between banks and fintechs. 

The payments industry in Indonesia has experienced
rapid growth in recent years, driven by factors such as
the increasing adoption of smartphones and the
internet, the rise of e-commerce and digital
marketplaces, and the government's efforts to
promote financial inclusion and digitization. 

Despite most development and operations still being
conducted in-house, the operational load is not high
due to standardization. Much of the investment was
made upfront, particularly in terms of merchant
onboarding. Interoperability also encourages
collaboration among players, reducing the need for
acquiring merchants that have already been acquired
by another acquirer. This allows for more effective
and efficient resource allocation and prioritization. 

Fintechs in Indonesia tend to focus more on deep
coverage rather than wide coverage, allowing them to
concentrate on specific use cases or market
segments. 

Managing Director, Chief
Compliance Officer at
G0-PAY

1.1 Please share your view on the current situation
for the payments industry in Indonesia. What has
shaped the industry in the past few years? 

SECTION 1: CURRENT SITUATION AND
OUTLOOK 

The payments industry in Indonesia has experienced
rapid growth in recent years, driven by the needs of
MSMEs to adapt during the pandemic era between
2020 up until probably towards the tail end of 2022 to
2023, and the increasing popularity of e-commerce. .
We have seen a lot of MSMEs that used to rely on
face-to-face transactions where a lot of the payment
transactions were done using cash, they had to adapt
by starting to accept digital payments. This is also
coupled by a lot of these MSMEs in rural areas
starting to onboard themselves to ecommerce
platforms or using social media to sell their goods
and services. We’re seeing a lot of digital payments
adoption, which is a good sign because the
ubiquitousness of a digital payment solution is
becoming more apparent in Indonesia.

While fintechs may excel in one or two areas, there
are many aspects they cannot cover, and therefore
many fintechs partner with banks for banking
infrastructure or with insurance companies or
brokers to ensure compliance requirements are met
by these licensed entities.

https://www.linkedin.com/in/budigandasoebrata/
https://www.linkedin.com/in/budigandasoebrata/overlay/about-this-profile/
https://www.linkedin.com/in/budigandasoebrata/overlay/about-this-profile/
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Do you want to talk a little bit about government
sector interventions versus examples of private care
such as yourself, which have been pushing the
agenda for consumer and merchant payments?

The standardized API for payments integration
between banks and fintechs has helped to improve
interconnectivity between these two groups of
players. This has made it easier for fintechs to
develop innovative 

Yes, the Indonesian central bank released a payment
system blueprint or roadmap for 2025 in 2019-2020,
which includes a plan to digitize retail payments.

Two of the key initiatives that have helped to promote
interoperability and interconnectivity are the
standardized QR and the standardized API for
payments integration between banks and fintechs.

The standardized QR has enabled any app buyer or
acquirer to work with any merchant, and any issuer to
have their payments processed or accepted by any
merchant that uses the standardized QR. This has
helped to standardize the payment form and make it
easier for MSMEs to start accepting digital payments.
QRIS are relatively cheap in terms of forms of
payments. It also removes the need to have an EDC
terminal, so this is a very cost-effective solution,
especially for MSMEs. It helps MSMEs to start
accepting digital payments, but also at the same time,
it helps broaden the acceptance, especially on the
issuing side as well. 

1.2 How does the outlook of the payments industry
look and what are the main forces shaping its
future?

The payments industry in Indonesia has a bright
outlook, with significant growth potential driven by
the digitization of cash payments, especially among
MSMEs. The main forces shaping the future of the
industry are government intervention, infrastructure
development, and industry innovation.

The industry has been shaped by government
intervention versus some of the players including
yourself, which have actually wrapped it in the space
to be able to push together both the consumer as
well as the merchant agenda in the payment sector.

“The ubiquitousness of a digital payment 
solution is becoming more apparent 

in Indonesia.”

The payments industry itself is also driving innovation
and growth. Payment service providers are
developing new and innovative solutions to meet the
needs of consumers and merchants. For example,
some companies are working with agent-based
banking networks to provide cash-in and cash-out
services in rural areas. Others are developing new
remittance solutions to make it easier and more
affordable to send money from urban to rural areas.

Government intervention is playing a key role in
promoting the adoption of digital payments through
supportive regulations and initiatives. For example,
the central bank has introduced a standardized QR
code and API for payments integration between
banks and fintechs. These initiatives have helped to
improve interoperability and interconnectivity,
making it easier for merchants to accept digital
payments and for fintechs to develop innovative
payment solutions.

Infrastructure development is also essential for the
growth of the payments industry. The government is
investing heavily in expanding internet and
telecommunications coverage, especially in rural
areas. This will help to bring digital payments to more
people and businesses, regardless of their location.

“The payments industry in Indonesia has 
a bright outlook, with significant growth

 potential driven by the digitization of cash
payments, especially among MSMEs.”
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Despite most development and operations still being
conducted in-house, the operational load is not high
due to standardization. Much of the investment was
made upfront, particularly in terms of merchant
onboarding. Interoperability also encourages
collaboration among players, reducing the need for
acquiring merchants that have already been acquired
by another acquirer. This allows for more effective
and efficient resource allocation and prioritization.

For instance, wallet-type solutions are beneficial in
urban areas where most users have bank accounts
and credit or debit cards. However, in rural areas
where income is often earned on a daily or weekly
basis, transfer activities are more common due to the
communal nature of these societies.

The introduction of QRIS and standard QR codes has
significantly broadened merchant acceptance of
various banking apps or e-money apps. This is
because any merchant can work with any acquirer,
making it easier for merchants to accept digital
payments. The regulation released in Q4 2019
allowed for a transition period in early 2020 for all
players to adapt to the QR standard and connect with
the QR infrastructure for interconnectivity and
interoperability.

2.2 How are businesses using innovation to overcome
the macroeconomic situation and what new business
models are emerging as a result?

In terms of payment, we are seeing a lot of emerging
Buy Now Pay Later (BNPL) products. One of the
macroeconomic challenges is that high interest rates
discourage people from borrowing from banks.
However, BNPL offers an alternative financing
solution for consumptive lending or product lending.
It’s not strictly a payment method, but it is used for
payments. There are also working capital loans being
offered to MSMEs, which can be used for advance
payments for infrastructure investment or working
capital loans.

SECTION 2: NEW PAYMENTS BUSINESS
MODELS

2.1 What innovations or trends are emerging in the
payments business and operations space?

While the fundamental business model remains
largely unchanged, the focus has shifted towards
identifying suitable services for expansion,
particularly in rural areas. The key is to understand
the specific needs of these areas, as the payment
services prevalent in major cities may not be
applicable or useful in rural settings. 

“The introduction of QRIS and standard 
QR codes has significantly broadened 

merchant acceptance of various 
banking apps or e-money apps.”

I believe BNPL could be a significant innovation to
weather this storm. It offers more opportunities for
people to transact. However, there’s also an element
of responsible lending. We need to ensure that we
don’t extend credit lines to people who may not have
the capability to pay back.

“I believe BNPL could be a significant
 innovation to weather this storm.
 It offers more opportunities for 

people to transact.”

SECTION 3: BANKS AND FINTECHS

 3.1 How are fintechs and banks competing in the
following three areas: cross-border payments, real-
time payments, and the rise of central bank digital
currencies (CBDCs)?

For cross-border payments, there are two categories:
payments to merchants and cross-border
remittances. I’ll focus on the first one. 
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Lastly, Central Bank Digital Currency (CBDC) is still
pretty nascent. The roadmap or plan is already out in
Indonesia. The first implementation will be mostly on
wholesale so a lot of it will be focusing on the banks.
Beyond 2024, that’s going to be where the retail CBDC
is implemented. And hopefully, that’s where we will
see more collaboration between banks and fintechs
alike.

Economic growth is definitely a key metric for any
government. They want to ensure that the GDP grows
and indirectly, the welfare of the nation increases.
Basic macroeconomic theory defines GDP growth by
areas such as consumption, investment, and net
export. Having a seamless payments infrastructure or
payment solution that helps drive consumption will
eventually help economic growth.

3.2 In your opinion, what is the order of importance
for economic growth and stability in these three
areas? 

In these specific areas, I believe economic growth will
be the primary focus this year.

SECTION 4: ALTERNATIVES TO CASH

4.1 What are your thoughts on Buy Now, Pay Later
(BNPL) as an alternative to cash?

Alternatives to cash, such as Buy Now Pay Later
(BNPL), e-wallets, e-money, stored value facilities,
direct debit, or fast payments from a bank account,
provide customers with a variety of options. These
digital payment methods are always beneficial. BNPL
is viewed as a cardless credit card and an alternative
to cash. However, it necessitates a prudent process or
credit risk underwriting process to ensure that the
credit limit given to customers is appropriate and that
a proper risk assessment is conducted to confirm
their ability to repay. Responsible lending should be a
fundamental principle.

As for real-time payments, they have been established
in Indonesia since last year. Many fintech players are
integrating directly or indirectly with banks that offer
connectivity. This promotes collaboration between
banks and fintechs, especially on the implementation
of real-time payments.

Collaboration can happen when a merchant is
acquired in one country by a payment player and
collaborates with a local switching company
integrated with another switching company in the
region. This project was initiated by the central bank
to promote inbound transactions. For example, if
tourists from Singapore or Thailand have their own
payment apps, they can transact directly through
QRIS because it’s based on an international standard
(EMV Co). The beauty of it is that there will also be
local currency transactions due to bilateral
collaboration between two central banks so the
currency conversion is directly between for example
Singapore dollar with Indonesian Rupiah and so on.
This is an example of a collaboration between
Fintechs and infrastructure players backed by local
banks in Indonesia

“The beauty is that there will also be local
currency transactions due to bilateral

collaboration between two central banks 
so the currency conversion is directly 

between for example Singapore dollar 
with Indonesian Rupiah and so on.”

“I believe economic growth will be 
the primary focus this year.”

The government’s focus will determine the course of
action. If the focus is on economic growth, the
government will likely rely on various players,
including banks and fintechs, to stimulate
consumption and investment. This could also
contribute to an increase in GDP.
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Regarding the G20 and Sustainable Development
Goals (SDGs), digital payments can contribute to goals
such as income equality and financial inclusion.

For instance, a QR merchant powered by QR in
Indonesia can process transactions from payment
apps from Thailand, Vietnam, or Singapore with local
currency conversion. Project Nexus, an initiative for
cross-border payments using real-time fast payment
rails initiated by the Bank of International Settlements
and some central bankers in ASEAN countries, aims to
establish infrastructure for B2B and B2C transactions.
The focus is on building the right infrastructure to
support any type of use case, whether B2B, retail, or
any form of transaction.

4.4 What are your thoughts on the future of cross-
border payments in Indonesia?

The potential for cross-border payments in Indonesia
is high due to our increasingly global society, with a
growing number of Indonesian diaspora working
abroad and vice versa. The use case for cross-border
payments, in the form of remittances or retail
transactions in the ASEAN region, is expanding. Given
the government’s focus on tourism, it is crucial to
facilitate ASEAN tourists’ transactions using their own
apps. Collaboration between central bankers in
Indonesia and other ASEAN countries has enabled
cross-border QR payments.

Account-to-account payments will also take off
because many people, though they still have access to
digital wallets, do have access to real-time payments
in that sense. I think e-money or E-wallet players will
also play a key role in offering account-to-account
payments in Asia. 

4.2 How do you see account-to-account payments
evolving in Indonesia?

I think account-to-account payment is definitely
evolving. There’s a lot of focus and investment on the
fast payment rails and infrastructure. There’s a real
drive from the government to provide accessible real-
time account-to-account payments. So there has been
a lot of investment by the government, especially by
the central bank, in order to make this much more
accessible and cheaper as well.

4.3 How do you view the role of environmental,
social, and governance (ESG) in the payments
industry in Indonesia?

Role of ESG in the payments Industry in Indonesia
ESG initiatives play a significant role in the payments
industry. Payment companies are striving to be more
active and compliant with various ESG initiatives. This
includes ensuring compliance with payment
regulations and supporting sustainable development
goals such as income equality and access to financial
products. Digital payments can enhance accessibility
and acceptance in the informal sector, including
MSMEs and rural areas. ESG initiatives can drive
expansion and innovation within payment players,
promoting financial inclusion, especially in untapped
areas.

“Responsible lending should be a 
fundamental principle.”

The digitization of payments can improve accessibility
for people in both urban and rural areas across
various segments of society. And also across multiple
segments, upper middle or even lower class of the
pyramid.

“Account-to-account payments will also 
take off because many people, though they
 still have access to digital wallets, do have 
access to real-time payments in that sense.”

“Digital payments can enhance accessibility 
and acceptance in the informal sector, 

including MSMEs and rural areas.”

“The focus is on building the right infrastructure 
to support any type of use case, whether 
B2B, retail, or any form of transaction.”
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SECTION 5: QUICK QUESTIONS

5.1 In your experience, do fintechs tend to focus
more on deep or wide coverage in the market? 

Fintechs In my experience tend to focus more on
deep coverage rather than wide coverage. 

This approach prevents them from losing focus and
allows them to concentrate on specific use cases or
market segments. The idea is to execute well in a
focused area rather than spreading resources thinly
across a wide coverage area.

“Fintechs tend to focus more on deep 
coverage rather than wide coverage.”

5.2 Do you believe partnerships are more or less
important for fintechs in Indonesia?

While Fintechs may excel in one or two areas, there
are many aspects they cannot cover. For instance,
banking is a heavily regulated space with strong
governance, risk, and compliance principles.
Therefore, many fintechs partner with banks for
banking infrastructure or with insurance companies
or brokers to ensure compliance requirements are
met by these licensed entities.

While fintechs may excel in one or two areas, there
are many aspects they cannot cover. For instance,
banking is a heavily regulated space with strong
governance, risk, and compliance principles.
Therefore, many fintechs partner with banks for
banking infrastructure or with insurance companies
or brokers to ensure compliance requirements are
met by these licensed entities.

“While fintechs may excel in one or two areas,
there are many aspects they cannot cover.”

5.3 Do you think it is more beneficial for fintechs to
outsource or hire in-house staff?

I believe there has to be a balance. 

Some of the critical functions, like in-house
developers and compliance, are better to have in-
house. However, with proper governance, it’s okay to
outsource certain functions, like call centers or
collection agents for lending entities.

But if you want to focus on one key competence and
buy off-the-shelf products for supporting systems
such as transaction monitoring or AML/CFT
monitoring and reporting, then why not?

5.4 When it comes to product development, do you
think it is better for fintechs to build or buy their
products?

The decision to build or buy depends on several
factors. If time to market is critical, buying may be the
best option. However, this also depends on the
availability of funds and the budget. If you’re a large
company with strong tech capabilities and experience,
it makes sense to build everything in-house. 

Payments are highly local, so there’s potential for a
localized payments product unique to the Indonesian
market. However, we live in a global era with
increasing cross-border transactions and
international collaboration. So, having something that
fits international standards is also beneficial.
Payments involve elements of culture and habit, so
time will tell if there will be an indigenous Indonesian
super app.

5.5. Is there a super app or anything else that's so
specific to Indonesia that no other part of the world
has? Like, for example, not a me-too, but it's
something which is indigenously Indonesian. 
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CONCLUSION: THE WAY FORWARD
Payments In Indonesia is a promising industry with the potential to make a significant contribution to the
nation's economy. The growth of payments has had a profound impact on Indonesia's economy. By increasing
transactions, employment, and investment, fintech has stimulated economic activity and contributed
significantly to the nation's overall growth. 

Indonesia has a favorable demographic profile with a rising proportion of the working-age population and
middle-income class, which is expected to drive further growth in the payments industry. The Indonesian
government has recognized the transformative potential of fintechs and has taken proactive steps to build a
supportive regulatory environment leading to the growth of a vibrant fintech ecosystem.

To fully harness the potential of payments, it is crucial to nurture a robust ecosystem that encompasses four
key attributes:

Capital: Adequate access to capital is essential for fintech companies to fuel their growth, invest in
research and development, and expand their reach.
Talent: Attracting and retaining top talent with expertise in technology, finance, and innovation is
critical to succeed in the competitive payments landscape.
Policy: A supportive and forward-looking regulatory framework is essential to create a stable and
predictable environment to operate in.
Demand: Fostering a strong demand for payment solutions requires continuous education and
awareness-raising initiatives to encourage consumers & businesses to embrace digital payments.

1.

2.

3.

4.

As the payments industry continues to evolve, stakeholders must adapt and embrace new strategies to stay
ahead of the curve:

Stability and Value Creation: In the current economic climate, prioritizing stability and value
creation is paramount to ensure long-term sustainability. This involves achieving financial stability,
improving profit margins, and delivering value to shareholders and its customers.
Innovation and Adaptability: Continuous innovation and adaptability are essential for success in
the dynamic payments landscape. By developing new products and services that address unmet
needs, players should leverage technology to enhance their offerings and remain competitive.
Regulatory Compliance and ESG Principles: Adherence to regulatory requirements and
incorporating ESG principles into business models are essential to ensure long-term sustainability
and ethical practices. 

1.

2.

3.

The Indonesian payments market is expected to grow at a CAGR of 17% from 2022 to 2025, reaching $421
billion by 2025, per the e-conomy SEA 2022 report by Google, Temasek and Bain and company. By embracing
these key considerations, stakeholders in payments can contribute to the continued growth and development
of a world-leading ecosystem and can capture the immense opportunities in the Indonesian payments market.
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https://emergingpaymentsasia.org/
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