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 Innovation ecosystems are pivotal for economic growth and 
competitiveness, especially in emerging economies where 
entrepreneurship underpins employment and inclusion. Indonesia’s 
digital economy has expanded rapidly, driven by MSMEs, startups, and 
fintech platforms, yet structural impediments persist. This study 
investigates how policy and entrepreneurship shape Indonesia’s 
innovation ecosystem and foster inclusive growth. Employing a 
qualitative design, policy content analysis was combined with 
secondary data from RPJMN, OJK, BI, Kominfo, Kemenkop UKM, BPS, 
Startup Ranking, Katadata, and the World Bank. Findings reveal that 
flagship initiatives Making Indonesia 4.0 and the National Financial 
Inclusion Strategy provide an essential foundation but suffer from 
institutional incoherence, financing gaps for MSMEs, and uneven 
digital literacy. These deficiencies undermine the ecosystem’s capacity 
to deliver broad-based benefits. To unlock its full potential, Indonesia 
requires enhanced policy coordination, incentives targeted at inclusive 
startups, expanded digital skills training, and reinforced Triple Helix 
collaboration among government, industry, and academia. Such 
integrated strategies are critical for translating digital transformation 
into sustainable, inclusive development and inform both policymakers 
and practitioners 

 Abstrak 

 Ekosistem inovasi menjadi penggerak utama pertumbuhan ekonomi 
dan daya saing, khususnya di negara-negara berkembang di mana 
kewirausahaan berperan dalam penyerapan tenaga kerja dan inklusi 
sosial. Ekonomi digital Indonesia telah berkembang pesat melalui 
kontribusi UMKM, startup, dan platform fintech, namun menghadapi 
kendala struktural. Penelitian ini menganalisis peran kebijakan dan 
kewirausahaan dalam membentuk ekosistem inovasi Indonesia 
serta kontribusinya pada pertumbuhan inklusif. Metode penelitian 
kualitatif mengombinasikan analisis konten kebijakan dengan data 
sekunder dari RPJMN, OJK, BI, Kominfo, Kemenkop UKM, BPS, 
Startup Ranking, Katadata, dan World Bank. Hasil menunjukkan 
inisiatif unggulan Making Indonesia 4.0 dan Strategi Keuangan 
Inklusif Nasional telah membangun fondasi kuat, namun terkendala 
incoherence antarlembaga, kesenjangan pembiayaan UMKM, dan 
ketimpangan literasi digital. Untuk memaksimalkan potensi, 
diperlukan koordinasi kebijakan yang lebih erat, insentif startup 
inklusif, peningkatan pelatihan keterampilan digital, serta 
kolaborasi Triple Helix yang diperkuat. Strategi terpadu ini penting 
untuk memastikan transformasi digital menuju pembangunan 
berkelanjutan dan inklusif serta menjadi referensi bagi pembuat 
kebijakan dan praktisi. 
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A. INTRODUCTION 

1. Backgournd 

The discourse on innovation ecosystems has gained increasing attention as nations 

seek to strengthen competitiveness in the digital era [1]. Innovation not only generates 

economic value but also shapes the interactions among governments, businesses, and civil 

society. For Indonesia, with its vast population and dynamic market, innovation 

ecosystems hold significant potential to drive inclusive economic growth. Yet, the 

challenge lies in how policies and entrepreneurship can be effectively integrated to foster 

sustainable development. A comprehensive understanding of the roles of public policy 

and entrepreneurship is therefore essential for designing strategies that ensure inclusive 

growth [2]. 

Innovation ecosystems are particularly vital in accelerating technological adoption, 

advancing digital transformation, and enhancing business competitiveness. Recent 

studies highlight that such ecosystems thrive when key actors including startups, SMEs, 

academia, and policymakers are connected in productive networks [3]. In the Indonesian 

context, strengthening these linkages is crucial not only to reduce regional disparities but 

also to enable SMEs to participate in the digital economy. When functioning properly, 

innovation ecosystems serve as strategic instruments for inclusive and sustainable 

development. 

Globally, countries have increasingly leveraged innovation ecosystems as tools for 

inclusive and sustainable growth. In Latin America, for example, innovation policies 

emphasize public engagement in building entrepreneurship-friendly ecosystems [4]. 

Advanced economies have also underscored the integration of policies with R&D 

investments, startup support, and social sustainability. These global trends demonstrate 

that innovation is not merely a technological matter but also a socio-economic construct, 

ensuring that growth benefits are widely distributed. For Indonesia, lessons from 

international practices can provide valuable insights to address gaps in its own innovation 

landscape [5]. 

Despite notable progress in the proliferation of startups, fintech, and digitally 

enabled SMEs, Indonesia faces persistent challenges in aligning public policy, 

entrepreneurship, and inclusive economic outcomes. Regulatory fragmentation, limited 

access to capital, and disparities in digital literacy remain major barriers [6]. 

Furthermore, weak connectivity between innovators and the real sector constrains the 
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ability of entrepreneurial activities to generate broad-based development. This indicates 

that while Indonesia’s innovation ecosystem is evolving, greater policy coherence and 

cross-sectoral collaboration are urgently needed. 

The central problem, therefore, concerns the extent to which policies and 

entrepreneurship can shape an innovation ecosystem that supports inclusive growth in 

Indonesia. The key challenge is to ensure that digital economic expansion is not limited to 

privileged groups but extends to marginalized communities. This raises the critical 

question of how far public policy is able to foster a digital ecosystem that simultaneously 

promotes entrepreneurship and inclusivity [7]. Addressing this issue is essential to 

position Indonesia on a sustainable growth trajectory. 

Against this backdrop, this research sets out three objectives. First, it seeks to 

analyze innovation policies in Indonesia in relation to the digital ecosystem and 

entrepreneurship. Second, it aims to evaluate the role of entrepreneurship in driving 

inclusive growth, particularly through SMEs and technology-based startups [8]. Third, it 

intends to provide strategic implications for policymakers in strengthening the national 

innovation ecosystem. These objectives together provide a structured framework for 

assessing Indonesia’s opportunities and challenges in building inclusive innovation. 

The contribution of this study lies in bridging innovation economics theory with the 

practical realities of policy and entrepreneurship in Indonesia. By integrating academic 

perspectives with policy analysis, the research offers insights into how an inclusive, 

dynamic, and globally adaptive innovation ecosystem can be developed. The findings are 

expected to inform policymakers in designing strategies for innovation-driven economic 

development, while also expanding scholarly debates on the interplay between 

innovation ecosystems, public policy, and entrepreneurship [9]. 

This introduction has outlined the background, global context, Indonesia’s gaps, and 

the problem formulation, while also presenting the objectives and contributions of the 

study. The subsequent section will turn to the literature review, elaborating on the 

theoretical foundations of innovation ecosystems, policy frameworks, and the 

entrepreneurial role in fostering inclusive growth. Such a review is necessary to establish 

a robust analytical foundation before engaging in the empirical exploration of Indonesia’s 

case. By grounding the analysis in contemporary scholarship, the research aspires to 

provide both academic and policy-relevant contributions. 
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2. Problem Formulation 

Despite Indonesia’s rapid digitalization and the proliferation of startups, the 

nation’s innovation ecosystem continues to exhibit significant disparities in policy 

coherence, resource allocation, and inclusive outcomes. The central research problem is 

to determine how public policy and entrepreneurial activity can be more effectively 

aligned to foster a dynamic, inclusive innovation ecosystem that benefits all regions and 

socioeconomic groups in Indonesia. Specifically, this study addresses the following 

questions: 

a. To what extent do existing digital economy and entrepreneurship policies in 

Indonesia facilitate coherent coordination among key regulatory institutions 

(e.g., OJK, Bank Indonesia, Kominfo, and Kemenkop UKM), and how does 

institutional fragmentation impede ecosystem development? 

b. How do financing mechanisms including traditional banking, fintech lending, 

and venture capital affect the ability of micro, small, and medium enterprises 

(MSMEs) and technology‐based startups to access affordable capital, and what 

policy adjustments are needed to bridge prevailing funding gaps? 

c. In what ways does uneven digital infrastructure and variable levels of digital 

literacy across urban and rural regions influence the participation of diverse 

entrepreneurial actors in the innovation ecosystem, and which targeted 

interventions can enhance digital inclusion? 

d. How can Indonesia’s low investment in research and development (R&D) be 

addressed through policy incentives and public–private partnerships to 

promote both incremental and breakthrough innovation among domestic 

firms and research institutions? 

e. Drawing on international benchmarks from Singapore, South Korea, and 

neighboring ASEAN economies, what best practices and policy frameworks 

can be adapted to strengthen Indonesia’s innovation ecosystem ensuring that 

entrepreneurship contributes to sustainable and inclusive economic growth? 

By examining these questions, the study will identify critical barriers to policy–

entrepreneurship alignment and propose strategic recommendations for designing 

integrated governance mechanisms, inclusive financing models, digital upskilling 

programs, and R&D support schemes tailored to Indonesia’s unique socioeconomic 

context. 
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3. Research Methods 

This research adopts a qualitative policy analysis Creswell & Creswell (2017)  

combined with secondary data review to examine Indonesia’s digital innovation and 

entrepreneurial ecosystems [10]. Qualitative research is appropriate for exploring policy 

frameworks and institutional interactions because it emphasizes depth of understanding 

rather than statistical generalization [11]. 

Data sources include (1) national policy documents such as RPJMN, regulations by 

OJK, strategic papers from Kemenkop UKM, BI, and Kominfo and (2) industry data from 

BPS, Startup Ranking, Katadata, and the World Bank. These provide both institutional 

perspectives and ecosystem indicators [6][12]. 

The analytical approach employs content analysis to identify themes and priorities 

in policy texts and comparative analysis to contrast Indonesia’s policies with global 

practices in other emerging economies. Content analysis enables systematic 

interpretation of regulatory documents, while comparative assessment highlights 

Indonesia’s relative strengths and gaps [13]. 

The scope is limited to digital economy and entrepreneurship policies, given their 

rapid growth and strategic importance. The study acknowledges limitations: reliance on 

secondary data may overlook informal practices, and cross-country comparisons may 

face contextual differences. Nonetheless, this design ensures a rigorous, policy-relevant 

analysis of Indonesia’s innovation ecosystem [14]. 

 

B. RESULT AND DISCUSSION 

1. Policy Landscape 

The Indonesian government has developed a comprehensive set of policies to 

strengthen its digital economy and entrepreneurial ecosystem. Programs such as Making 

Indonesia 4.0 and the Go Digital Vision 2025 outline strategies to accelerate industrial 

digitalization and improve competitiveness. These initiatives highlight the importance of 

Industry 4.0 technologies, ranging from automation and artificial intelligence to e-

commerce integration, as key drivers of economic transformation [15]. 

Bank Indonesia and the Financial Services Authority (OJK) have also launched 

financial technology regulations to balance innovation and consumer protection. 

Initiatives such as the regulatory sandbox allow fintech firms to test new business models 
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under supervision, ensuring both innovation and security. These policies are particularly 

relevant in fostering trust within the growing digital finance sector [16]. 

The government has prioritized digital infrastructure to reduce inequality in digital 

access. Projects such as the Palapa Ring have expanded broadband to remote areas, laying 

the groundwork for e-commerce, fintech, and startup ecosystems. However, the uneven 

rollout of infrastructure means that rural regions still face connectivity challenges that 

limit the inclusiveness of digital policies  [17]. 

In addition, Indonesia has launched a National Strategy for Financial Inclusion 

(SNKI), which focuses on expanding access to credit for small businesses and vulnerable 

communities. Through this strategy, the government seeks to integrate unbanked 

populations into the formal financial system, supported by digital lending and e-wallets. 

This is a critical step in addressing inequality in financial access [18]. 

Overall, the policy landscape demonstrates Indonesia’s proactive stance in fostering 

innovation and inclusivity. Yet, challenges remain in ensuring policy coherence across 

institutions. Fragmentation among OJK, BI, Kominfo, and Kemenkop UKM sometimes 

leads to overlapping mandates, highlighting the need for stronger coordination and 

integrated governance [19]. 

2. Entrepreneurship Dynamics 

Entrepreneurship plays a vital role in Indonesia’s economy, with MSMEs 

contributing more than 60% of GDP and employing nearly 97% of the workforce. This 

underscores their importance in ensuring economic inclusivity. The growth of digital 

platforms such as Gojek, Tokopedia, and Bukalapak has further enabled MSMEs and 

micro-entrepreneurs to scale operations digitally, providing them with access to wider 

markets and more efficient business models [20]. 

The informal sector, which has traditionally struggled with limited access to finance 

and formal markets, is now increasingly included in the innovation ecosystem. Digital 

payment solutions and peer-to-peer lending platforms have enabled informal enterprises 

to integrate into the formal economy. This has improved their ability to compete, expand, 

and contribute to national productivity. 

Indonesia’s startup ecosystem has also grown rapidly, with Jakarta ranked among 

Southeast Asia’s major digital hubs. The presence of accelerators, incubators, and venture 

capital firms has created a fertile environment for startups, particularly in fintech, edtech, 
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and healthtech. Programs such as the 1000 Startup Digital Movement have nurtured 

entrepreneurial talent nationwide, expanding opportunities beyond the capital [21]. 

Regional cities such as Bandung, Surabaya, and Bali are emerging as new innovation 

clusters. Supported by universities and local governments, these cities are developing 

startup ecosystems that address local needs, from creative industries to tourism-related 

innovations. This decentralization of entrepreneurial activity supports more balanced 

economic growth across regions [22]. 

Despite these advances, entrepreneurship remains constrained by systemic 

barriers, such as limited access to affordable financing and uneven digital literacy. While 

platforms create opportunities, not all entrepreneurs can equally capitalize on them, 

particularly in rural and marginalized communities. This indicates that the dynamism of 

Indonesia’s entrepreneurship still requires stronger institutional support and targeted 

interventions [23]. 

3. Challenges 

One of the most pressing challenges for Indonesia’s innovation ecosystem is access 

to financing. While fintech lending has grown, many MSMEs remain excluded due to high 

interest rates or strict eligibility requirements. Conventional banks continue to demand 

collateral that small businesses often lack, creating a persistent financing gap that hinders 

entrepreneurial growth [23]. 

Digital literacy is another critical barrier. Although smartphone penetration is high, 

many MSME owners do not fully understand how to optimize digital platforms for 

business purposes. This limits the potential of digitalization to create truly inclusive 

opportunities, as rural communities remain disadvantaged in adopting e-commerce and 

fintech tools [24]. 

Regulatory fragmentation also poses risks to the innovation ecosystem. Different 

government institutions often issue overlapping or contradictory rules, particularly in 

fintech and startup regulation. This creates uncertainty for investors and entrepreneurs, 

discouraging long-term commitment to ecosystem development [19]. 

Regional inequality exacerbates these issues. Innovation ecosystems in Jakarta, 

Bandung, and Surabaya benefit from strong infrastructure and capital availability, but 

rural areas remain underserved. This uneven distribution of ecosystem resources risks 

reinforcing economic disparities rather than reducing them [15]. 



The Economics of Innovation Ecosystems in Indonesia: Policy, Entrepreneurship, and inclusive Growth 

Ekonomi Ekosistem Inovasi di Indonesia: Kebijakan, Kewirausahaan, dan Pertumbuhan Inklusif 

34   Journal of State Economic Research 1 (1) 2025 
 

Lastly, reliance on foreign investment remains high, especially for startups. While 

international venture capital has fueled rapid growth, it also creates vulnerabilities in 

sustainability and resilience. Strengthening domestic investment networks is essential to 

ensure long-term stability of Indonesia’s entrepreneurial ecosystem [22]. 

4. Inclusive Growth Outcomes 

Inclusive growth is increasingly evident in Indonesia’s innovation ecosystem. 

Financial inclusion has expanded rapidly, with fintech enabling millions of unbanked 

individuals to access credit, savings, and insurance services. This has improved household 

resilience and business expansion among MSMEs, supporting national inclusion targets 

[18]. 

Entrepreneurship has also been a major driver of job creation. Digital platforms like 

Gojek and Grab have enabled gig work for millions, while Tokopedia and Bukalapak have 

empowered online merchants to access new customers. These developments illustrate 

how innovation ecosystems generate employment both directly and indirectly, especially 

in the informal sector [20]. 

MSMEs remain a backbone of the Indonesian economy, contributing over 60% to 

GDP. Their growing integration into digital ecosystems strengthens their ability to scale 

operations and compete globally. Enhanced access to digital tools also increases their 

contribution to inclusive development outcomes [15]. 

Indicators of regional inclusivity show gradual improvement. Fintech and e-

commerce penetration into secondary cities and rural areas has begun to narrow 

disparities in financial access and entrepreneurial opportunities. However, progress 

remains uneven, and targeted policies are needed to accelerate inclusion in 

underdeveloped regions [16]. 

Ultimately, the innovation ecosystem demonstrates significant potential for 

inclusive growth, but challenges of equity, access, and sustainability must be addressed. 

If policies and entrepreneurship continue to align effectively, Indonesia is well-positioned 

to leverage its digital transformation for broad-based, inclusive development [22]. 

Dimension Key Findings Implications 

Policy Landscape 
Government launched Making 

Indonesia 4.0, Go Digital Vision 

Creates enabling environment for 

startups and fintech but needs 
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Dimension Key Findings Implications 

2025, SNKI, OJK sandbox, and 

digital payment reforms [15]. 

stronger coordination across 

institutions. 

Entrepreneurship 

Dynamics 

MSMEs contribute >60% of GDP 

and 97% of jobs; startups and 

informal sector increasingly 

digitalized [20]. 

Entrepreneurship remains the 

backbone of inclusive growth but 

requires sustained support in 

digital adoption. 

Startup Ecosystem 

Jakarta and Bandung as hubs 

with accelerators, venture 

capital, and government 

programs like 1000 Startups 

Movement [12]. 

Positions Indonesia as Southeast 

Asia’s rising digital hub, though 

access outside major cities 

remains uneven. 

Challenges – 

Financing 

MSMEs face limited credit 

access; fintech loans often high 

interest, limiting affordability 

[23]. 

Need for affordable, inclusive 

financing models tailored for 

small enterprises. 

Challenges – Digital 

Literacy 

Low digital skills hinder MSME 

participation in e-commerce 

and fintech, especially in rural 

areas [24]. 

National digital upskilling 

programs are critical to bridge 

rural–urban divides. 

Challenges – 

Regulation 

Fragmented governance across 

OJK, BI, Kominfo, and 

Kemenkop UKM causes overlap 

and uncertainty [25]. 

Integrated policy coordination is 

needed for ecosystem stability 

and investor confidence. 

Inclusive Growth 

Outcomes 

Fintech expanded financial 

access for unbanked; startups 

like Gojek and Tokopedia 

generated millions of jobs [18]. 

Innovation ecosystem 

contributes to inclusive finance, 

job creation, and GDP growth. 
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The integration of policy and entrepreneurship is central to shaping Indonesia’s 

innovation ecosystem. Over the past decade, the government has introduced 

digitalization strategies, startup incentives, and financial inclusion programs aimed at 

fostering entrepreneurship. Initiatives such as the 1000 Startup Digital Movement and 

regulatory sandboxes for fintech have been instrumental in connecting policy goals with 

entrepreneurial practice. However, as noted in comparative research, policies can both 

stimulate and constrain innovation depending on their design and coherence [26]. 

Despite this progress, gaps remain between policy aspirations and entrepreneurial 

realities. For instance, entrepreneurs continue to face bureaucratic hurdles, limited access 

to affordable finance, and uncertainty arising from fragmented regulations. While policies 

intend to encourage risk-taking and innovation, their fragmented execution across 

different ministries often weakens their impact. This dissonance underscores the 

importance of aligning regulatory institutions with the needs of entrepreneurs so that 

public support translates into tangible ecosystem benefits [27]. 

One of the critical challenges in this alignment is regulatory fragmentation. Different 

agencies including OJK, Bank Indonesia, Kominfo, and Kemenkop UKM exercise 

overlapping authority in the governance of digital finance and entrepreneurship. 

Entrepreneurs often face confusion when complying with diverse regulatory 

requirements, which discourages innovation and deters investment. Comparative studies 

of national digital strategy development stress that coherence and coordination across 

government bodies are key determinants of ecosystem success [28]. 

In addition to regulatory fragmentation, the digital divide further limits the 

inclusivity of Indonesia’s innovation ecosystem. Urban areas such as Jakarta, Bandung, 

and Surabaya benefit from advanced infrastructure and investment flows, while rural 

areas lag in digital access and literacy. This imbalance creates uneven opportunities for 

entrepreneurs and hinders the spread of innovation-driven growth across the country. 

Similar analyses in other Asian contexts confirm that bridging digital divides is crucial for 

inclusive innovation ecosystems [29]. 

Another structural weakness lies in Indonesia’s limited investment in research and 

development (R&D). Compared to advanced economies such as South Korea and 

Singapore, Indonesia’s R&D spending remains low, restricting the creation of high-value 

knowledge and technology. Without robust R&D, entrepreneurship tends to focus on 

incremental rather than breakthrough innovations. This gap highlights how policies that 
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equate digital adoption with innovation may overlook the foundational role of research 

capacity in sustaining ecosystem growth [30]. 

The comparative experiences of Singapore provide a useful benchmark for 

Indonesia. Singapore’s government implemented cohesive policies that integrate R&D, 

entrepreneurship, and financing support into a single strategic framework [31]. By 

establishing venture capital incentives, public-private partnerships, and research 

commercialization programs, Singapore created a tightly linked ecosystem where policy 

and entrepreneurship reinforce one another. These measures demonstrate the value of 

consistency and clarity in national innovation strategies [32]. 

South Korea offers another important lesson, particularly in overcoming digital 

divides and building strong R&D capacity. Its sustained investment in digital 

infrastructure and universal access programs enabled widespread participation in the 

digital economy. At the same time, heavy investment in R&D ensured that innovation was 

not merely about technology adoption but also about developing new knowledge and 

global competitiveness. This combination allowed South Korea to evolve into a 

knowledge-driven economy while maintaining inclusivity [32]. 

Dimension Indonesia Singapore South Korea 

Policy Coherence 

Fragmented 

across OJK, BI, 

Kominfo, 

Kemenkop; 

overlapping 

mandates. 

Highly integrated 

national strategy; 

strong alignment of 

entrepreneurship, R&D, 

and finance. 

Unified long-term 

innovation plans 

coordinated by central 

ministries. 

Digital 

Infrastructure 

Improving but 

uneven; Palapa 

Ring expanded 

access, yet rural 

areas still lag. 

Universal high-speed 

internet; early 

investment in Smart 

Nation initiatives. 

Near-universal 

broadband 

penetration; strong 

government support 

for 5G and advanced 

ICT. 

R&D Investment 
Low (<1% of 

GDP); limited 

High (≈2% of GDP); 

emphasis on 

Very high (>4% of 

GDP); strong focus on 
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Dimension Indonesia Singapore South Korea 

university-

industry 

collaboration. 

commercialization and 

venture creation. 

applied research and 

innovation clusters. 

Entrepreneurship 

Support 

MSMEs central 

(60% GDP, 97% 

jobs); startups 

growing in 

fintech/e-

commerce. 

Global startup hub; 

government provides 

grants, tax incentives, 

and venture capital 

programs. 

Strong state-backed 

entrepreneurship; 

chaebols integrated 

with startup 

ecosystems. 

Inclusion Focus 

Policies for MSME 

digitalization and 

financial 

inclusion, but 

digital divide 

persists. 

Inclusive but highly 

competitive ecosystem; 

emphasis on talent 

attraction and global 

connectivity. 

Strong regional equity 

programs, but high 

competition limits SME 

survival. 

Key Challenges 

Fragmented 

regulation, digital 

divide, limited 

R&D, reliance on 

foreign capital. 

Over-reliance on global 

talent and international 

markets. 

Structural dominance 

of chaebols, SME 

marginalization 

despite innovation 

policies. 

 

Other ASEAN nations also provide insights into ecosystem building. Malaysia and 

Vietnam, for example, have advanced industrial policies that link entrepreneurial support 

with national economic priorities. By ensuring that startup growth is tied to sectors such 

as manufacturing, health, or agriculture, these countries integrate policy and 

entrepreneurship more closely. Such approaches suggest that Indonesia could benefit 

from aligning entrepreneurial development with its own sectoral priorities to maximize 

impact [33]. 
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For Indonesia, the implication is clear: a collaborative strategy is necessary to 

address fragmentation, the digital divide, and R&D gaps. Models such as the Triple Helix—

where government, universities, and industries cooperate—have shown promise but 

require deeper institutionalization. Moving toward a Quadruple Helix by including civil 

society and environmental actors can further strengthen inclusivity. Such collaboration 

ensures that innovation is not only technologically advanced but also socially relevant and 

environmentally sustainable [34]. 

Ultimately, Indonesia’s innovation ecosystem is at a crossroads. Policies have laid 

important foundations for entrepreneurship, yet challenges in coherence, inclusion, and 

R&D investment constrain their full potential. By learning from Singapore’s policy 

coherence, South Korea’s R&D focus, and ASEAN peers’ sectoral alignment, Indonesia can 

strengthen the integration of policy and entrepreneurship. The way forward lies in 

collaborative governance and strategic investment, which together will ensure that the 

country’s innovation ecosystem contributes to sustainable and inclusive development 

[35]. 

 

C. CONCLUSSION 

The findings of this study underscore that Indonesia’s innovation ecosystem holds 

considerable potential to foster inclusive and sustainable growth. Government initiatives 

in digitalization, MSME empowerment, and startup promotion have laid an important 

foundation for entrepreneurial dynamism. Yet, persistent challenges such as fragmented 

policy implementation, limited R&D capacity, and regional disparities in digital access 

continue to hinder the full realization of these ambitions. The evidence suggests that while 

entrepreneurship has contributed significantly to job creation and financial inclusion, 

stronger integration with coherent policies and institutional coordination is needed to 

maximize impact. 

To address these issues, the first recommendation is to strengthen policy 

coordination across institutions. Overlapping mandates between OJK, Bank Indonesia, 

Kominfo, and Kemenkop UKM create uncertainty that undermines both investor 

confidence and entrepreneurial growth. Establishing an integrated policy framework 

would enable more coherent governance and provide clearer guidance for ecosystem 

actors. 

Second, it is crucial to design targeted incentives for startups that prioritize 
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inclusivity. Supporting ventures that serve marginalized communities, promote green 

technologies, or enhance regional economic equity will ensure that the benefits of 

innovation extend beyond metropolitan centers. Inclusive-oriented incentives can also 

align entrepreneurship with national development goals. 

Third, expanding digital literacy programs and financial access for MSMEs is 

essential. While digital platforms have broadened opportunities, rural and small-scale 

entrepreneurs often lack the knowledge and resources to fully participate. Tailored 

financial products, combined with nationwide digital training initiatives, can empower 

MSMEs to leverage innovation for growth. 

Fourth, fostering collaborative frameworks such as the Triple Helix, adapted to 

Indonesia’s local context, will strengthen ecosystem resilience. Collaboration among 

government, universities, and industry must be broadened to include local communities 

and civil society actors, creating a more context-sensitive Quadruple Helix model. This 

would enhance not only innovation outcomes but also inclusivity and sustainability. 

Finally, this study highlights opportunities for future research. Quantitative analysis 

of the impact of specific policies on startup and MSME performance would provide 

valuable evidence for policymaking. Furthermore, comparative studies across different 

industries such as fintech, tourism, and manufacturing could yield insights into sector-

specific dynamics of innovation ecosystems. These avenues of research would 

complement qualitative findings and deepen understanding of how policies and 

entrepreneurship interact to drive inclusive growth. 

 

REFERENCES 

[1] M. Poncela-Garcia, “Policy Coherence for Developing and Steering Innovation 
Ecosystems BT  - Revolutionising EU Innovation Policy: Pioneering the Future,” K. 
Gretschmann and S. Schepers, Eds., London: Palgrave Macmillan UK, 2016, pp. 97–
113. doi: 10.1057/978-1-137-55554-0_5. 

[2] H. Nurasa, A. Abdillah, Q. M. Adikancana, and I. Widianingsih, “Organization 
ecosystem for inclusive development in Indonesia: a bibliometric analysis and 
literature review,” Cogent Soc. Sci., vol. 10, no. 1, p. 2368949, Dec. 2024, doi: 
10.1080/23311886.2024.2368949. 

[3] W. Dhewanto, A. N. Umbara, and R. Hanifan, “Towards Policy Development of 
Entrepreneurial Ecosystem: A Review in Indonesia Financial Technology Sector,” in 
Proceedings of the 8th International Conference on Industrial and Business 
Engineering, in ICIBE ’22. New York, NY, USA: Association for Computing 
Machinery, 2023, pp. 282–290. doi: 10.1145/3568834.3568841. 

[4] P. Graf, “Public Policies for Inclusive Innovation Ecosystems,” Jun. 2025, Emerald 



The Economics of Innovation Ecosystems in Indonesia: Policy, Entrepreneurship, and inclusive Growth 

Ekonomi Ekosistem Inovasi di Indonesia: Kebijakan, Kewirausahaan, dan Pertumbuhan Inklusif 
 

Journal of State Economic Research 1 (1) 2025   41 

   

Publishing Limited. doi: 10.1108/978-1-83797-747-520251005. 

[5] M. A. Y. Pratama, “Digitalisasi Wakaf Uang di Indonesia: Potensi, Tantangan, dan 
Studi Kasus Platform Digital,” Eco-Iqtishodi J. Ilm. Ekon. dan Keuang. Syariah Vol., 
vol. 7, pp. 41–53, 2025. 

[6] D. Bernardus, M. F. Arisa, S. A. Sufa, and D. O. Suparwata, “Supporting Start-ups in 
Indonesia: Examining Government Policies, Incubator Business, and Sustainable 
Structure for Entrepreneurial Ecosystems and Capital,” Int. J. Business, Law, Educ., 
vol. 5, no. 1, pp. 236–259, 2024, doi: 10.56442/ijble.v5i1.372. 

[7] D. Rahmawati, “The Critical Role of Entrepreneurship and Innovation in Enhancing 
Community Economic Development and Growth,” Int. J. Econ. Manag. Account., vol. 
2, no. 12 SE-Articles, pp. 977–986, May 2025, doi: 10.47353/ijema.v2i12.282. 

[8] A. Zaki, S. Tegar Gunung Koraag, M. Kusumawardani, and S. Ratu Chantika, 
“Mapping Actors and Policies in Indonesia’s Digital Entrepreneurial Ecosystem,” 
SHS Web Conf., vol. 212, p. 04007, 2025, doi: 10.1051/shsconf/202521204007. 

[9] B. Wahrudin and Sutrisno, “Public Policy Strategies For Enhancing Innovation And 
SME Competitiveness In Emerging Economies,” Int. J. Econ. Dev., vol. 1, no. 1, pp. 63–
78, 2025. 

[10] J. W. Creswell and J. D. Creswell, Research design: Qualitative, quantitative, and 
mixed methods approaches. Sage publications, 2017. 

[11] A. B. Pratama, “The landscape of public service innovation in Indonesia: A 
comprehensive analysis of its characteristic and trend,” Innov. Manag. Rev., vol. 17, 
no. 1, pp. 25–40, Dec. 2019, doi: 10.1108/INMR-11-2018-0080. 

[12] S. Novani et al., “Empowering digital creative ecosystem using problem structuring 
method and a service science perspective: A case study in Cimahi and Bandung, 
Indonesia,” Asia Pacific Manag. Rev., vol. 28, no. 2, pp. 215–228, 2023, doi: 
https://doi.org/10.1016/j.apmrv.2022.09.003. 

[13] P. B. Putera, Suryanto, S. Ningrum, I. Widianingsih, and Y. Rianto, “Using Convergent 
Parallel Mixed Methods and Datasets for Science, Technology, and Innovation 
Policy Dynamics Research in Indonesia,” ASEAN J. Sci. Technol. Dev., vol. 39, no. 2, 
pp. 61–68, 2022, doi: 10.29037/ajstd.845. 

[14] T. Qoriawan and I. D. Apriliyanti, “Exploring connections within the technology-
based entrepreneurial ecosystem (EE) in emerging economies: understanding the 
entrepreneurship struggle in the Indonesian EE,” J. Entrep. Emerg. Econ., vol. 15, no. 
2, pp. 301–332, Jan. 2022, doi: 10.1108/JEEE-02-2021-0079. 

[15] N. Pranata, I. Suardi, and J. Suryanto, “Digital Finance for MSMEs: Issues, Challenges, 
and Keys to Promote Inclusive Growth BT  - The Digitalization of Indonesian Small 
and Medium Enterprises: Human Capital, Inclusivity and Platform Capitalism,” T. 
Fizzanty and I. Maulana, Eds., Singapore: Springer Nature Singapore, 2024, pp. 45–
65. doi: 10.1007/978-981-97-0029-5_4. 

[16] A. E. D. Serang, U. Kalsum, Y. Pasagi, and E. L. H. Putri, “The Role of Financial 
Technology (Fintech) in Financial Inclusion and MSME Growth in Indonesia ,” 
Oikonomia  J. Manag. Econ. Account., vol. 2, no. 3 SE-Articles, pp. 28–36, May 2025, 
doi: 10.61942/oikonomia.v2i3.339. 

[17] S. Adiningsih, S. N. Setiaji, and S. R. Ardiansyah, “Unequal Developments in 
Indonesia’s Digital-Based Economy and Its Implications,” J. Ekon. Indones., vol. 8, no. 
1, pp. 171–190, 2019, doi: 10.52813/jei.v8i1.17. 



The Economics of Innovation Ecosystems in Indonesia: Policy, Entrepreneurship, and inclusive Growth 

Ekonomi Ekosistem Inovasi di Indonesia: Kebijakan, Kewirausahaan, dan Pertumbuhan Inklusif 

42   Journal of State Economic Research 1 (1) 2025 
 

[18] L. Moorena, M. Rabb, A. Rusdinar, S. Schaner†, C. Tangoren, and N. Theys, “Towards 
Inclusive Digital Finance in Indonesia A Literature Review and Landscape Analysis 
Lolita,” Abdul Latif Jameel Poverty Action L., 2020. 

[19] N. Iman, “Assessing the dynamics of fintech in Indonesia,” Invest. Manag. Financ. 
Innov., vol. 15, pp. 296–303, Dec. 2018, doi: 10.21511/imfi.15(4).2018.24. 

[20] S. Kurnia Rahayu, I. Budiarti, D. Waluya Firdauas, and V. Onegina, “Digitalization 
and informal MSME: Digital financial inclusion for MSME development in the formal 
economy,” J. East. Eur. Cent. Asian Res., vol. 10, no. 1 SE-Manuscripts, pp. 9–19, Jan. 
2023, doi: 10.15549/jeecar.v10i1.1056. 

[21] M. Annas and V. Meilinda, “A Review of Indonesian Business Start-Up Incubator 
Models,” Startupreneur Bus. Digit. (SABDA Journal), vol. 2, pp. 86–97, Feb. 2023, doi: 
10.33050/sabda.v2i1.260. 

[22] M. K. M., P. S. Aithal, and S. K. R. S., “Government initiatives and digital Innovation 
for Atma Nirbhar MSMEs/SMEs: To Achieve Sustainable and Inclusive Economic 
Growth,” Int. J. Manag. Technol. Soc. Sci., pp. 68–82, 2023, doi: 
10.47992/ijmts.2581.6012.0256. 

[23] M. Sulhan, “THE ROLE OF FINTECH IN IMPROVING FINANCE INCLUSIVE TO  
DEVELOP MSMEs IN INDONESIA,” Proc. Int. Conf. Islam. Econ. Bus. (ICONIES); Vol 10 
No 1 10th Int. Conf. Islam. Econ. Bus. (ICONIES 2024), 2024. 

[24] F. Dwi Riyanto, “SYNERGY OF DIGITALIZATION OF PAYMENTS AND 
DEVELOPMENT OF MSMEs: A STRATEGY TO PROMOTE REGIONAL EQUALITY OF 
THE SUMATRA PROVINCE ECONOMY,” 2022. 

[25] M. Aulia, A. F. Yustiardhi, and R. O. Permatasari, “An overview of Indonesian 
regulatory framework on Islamic financial technology (fintech),” J. Ekon. Keuang. 
Islam, vol. 6, no. 1, pp. 64–75, 2020, doi: 10.20885/jeki.vol6.iss1.art7. 

[26] S. Sipakoly, “Impact of Government Policies on Entrepreneurial Ecosystems: A 
Comparative Analysis of Developing and Developed Economies,” Int. J. Business, 
Law, Educ., vol. 5, no. 2 SE-, pp. 1696–11604, Jun. 2024, doi: 
10.56442/ijble.v5i2.662. 

[27] S. Ali, R. Zaidi, D. Khan, A. Khalid, and A. Amjad, “Innovative urban policies in the 
post-development era : insights from East Asia Innovative urban policies in the 
post-development era : insights from East Asia,” J. Posit. Sch. Psychol., vol. Vol. 7, no. 
2, pp. 195–207, 2023. 

[28] D. Priharsari, B. Abedin, S. Burdon, S. Clegg, and J. Clay, “National digital strategy 
development: Guidelines and lesson learnt from Asia Pacific countries,” Technol. 
Forecast. Soc. Change, vol. 196, p. 122855, 2023, doi: 
https://doi.org/10.1016/j.techfore.2023.122855. 

[29] F. Kartiasih, N. Djalal Nachrowi, I. D. G. K. Wisana, and D. Handayani, “Inequalities 
of Indonesia’s regional digital development and its association with socioeconomic 
characteristics: a spatial and multivariate analysis,” Inf. Technol. Dev., vol. 29, no. 2–
3, pp. 299–328, Jul. 2023, doi: 10.1080/02681102.2022.2110556. 

[30] B. E. Putra et al., “Benchmarking MSMEs Ecosystem in Indonesia: A Qualitative 
Study,” in 2019 2nd International Conference of Computer and Informatics 
Engineering (IC2IE), 2019, pp. 226–231. doi: 10.1109/IC2IE47452.2019.8940817. 

[31]  Faizal Yahya,  Zhi Yang Chang, and  Yan Hao Ng, “Developing high-tech companies 
in Singapore,” J. Gen. Manag., vol. 42, no. 1, pp. 5–22, Sep. 2016, doi: 



The Economics of Innovation Ecosystems in Indonesia: Policy, Entrepreneurship, and inclusive Growth 

Ekonomi Ekosistem Inovasi di Indonesia: Kebijakan, Kewirausahaan, dan Pertumbuhan Inklusif 
 

Journal of State Economic Research 1 (1) 2025   43 

   

10.1177/030630701604200102. 

[32] ESCAP, Evolution of Science, Technology and Innovation Policies for Sustainable 
Development: The Experiences of China, Japan, the Republic of Korea and Singapore. 
2018. 

[33] B. H. Win, “Comparative Analysis of Technology Development Progress in 
Singapore , Malaysia , and Vietnam : A Study of ASEAN Innovation Trends ”,” 2023. 

[34] S. Aujirapongpan, Y. Songkajorn, S. Ritkaew, and S. Deelers, “Japan’s digital advance 
policy towards performance in multilateral asean’s innovation business,” Entrep. 
Sustain. Issues, vol. 8, no. 1, pp. 1081–1094, 2020, doi: 10.9770/jesi.2020.8.1(72). 

[35] J. Chaisse, G. Dimitropoulos, and I. J. Mosquera, “Chapter 1 Advancing Digital 
Integration in the Legal Strategies for a Cohesive Digital Economy,” ERIA Res. Proj. 
Rep., no. 2, pp. 1–20, 2025. 

 

 


