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CHAPTER FOUR

CULTURAL CREATIVE INDUSTRIES MODEL
FOR FINANCIAL INCLUSIVENESS: EVIDENCE
FROM SMALL AND MEDIUM ENTERPRISES IN
WEST SUMATERA

Widya Fitriana, Ernan Rustiadi, Akhmad Fauzi
and Lukytawati Anggraeni

INTRODUCTION

The concept of creative industry firstly developed in Indonesia
along with the changes of global economic trends that enter the fourth
economic wave which is known as the era of creative industries. Today,
the basis of economic development no longer relies on the richness of
natural resources but more on individuals’ ideas, creativity, and skills as
an endless and renewable development resource. The creative industry in
Indonesia strongly contributes to the economy and employment. Based
on statistical data of 2015, the creative economy contributes 7.1% to the
national GDP, even its growth reaches 5.76% which is higher than the
average of national economic growth 5.74%. From the labor side, this
sector is able to absorb 10.7% of the national workforce with 9.7% of
total business units. It proves that the creative industry has a great
potential to be developed (Indonesia Statistics Agency 2015)

Unfortunately, the contribution to GDP is still relatively low
compared to other Asian countries, such as Thailand (9.5%) and South
Korea 8.67% (Indonesian Creative Economic Agency 2015). Bank
Indonesia (2015) found that one of the fundamental issues in developing
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creative industries in Indonesia is? due to thz :::[e:f a;fszi t(_’ Oy
financing sources, whereas, it is a . rthe Creative inc?non.
producti;ity which is important to streng‘fh.e" (Diallo and 4| u_mf"es to
face the dynamic and high market cgmp'eﬂtl()ﬂ- e Biin. s ~tity 2017;
Mullineux 2011 ). Besides, the creative industries in Onesia are Oore
concentrated in certain areas. particularly in Java Island, anq only , e
of them are Jocated outsige Java, such as in West Sumate.ra. B.ased on the
study of Bank Indonesia (2015 ), the West Sumatera Province is

ChOSen as
one of 10 provinces that focuse on the development of nationa] Cleatjy,
industry,

According to Indonesia Statistics Agency (2014), Micro Sma]|

atera is more dominant than the Mediyp, and
): €ven the number of the industry is more than 909,
data in 2014 ang referring to Presidentia] Regulation No.

Indy

Based on MSI
722015

external financing
sufficient collatera
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10150"‘“_ l ."”““Lc their  work; I creative industries use

ohasing land, bmldi"gﬂ. m g capital and investment

(P esearcl : achinery gn
[owevers research and innovatjop actj 14 production - equipment).
pend more on external

ol Limitations to
caplidl. L ! ct . to access externg| sources of fj
~ative industries rarel Inance often ce
creat e i Y conduct research and innovati ‘fduse the
: its 1mportanc : novation activities i
spite 0 portance to face the Increasing dynamic and : '[Wltze's' "
¢ and competitive

hallenges in the market of creative industry. Therefore, financial
' relore, inancia

inclusiveness 1n the context of creative industry development is important
portan

xamined si
0 be € nce the purpose of inclusive finance is to expand

pusiness access to the formal financial _
. ) sector parti i
pankable business unit. particularly to reach a non

Based on the explanation above, this study is designed with the aim
to describe the characteristis of creative industries in West Sumatera and
to analyze the financial inclusiveness in creative industries based on
entrepreneur, firm and regional characteristics regarding the access and
use of credit/loans from formal financial institutions.

The results of this study are expected to provide an in-depth analysis
of creative industry characteristics in West Sumatera and the conditionb
of its financial inclusiveness. Thus, the policy of creative industry
development in the future is expected to be able to remove the barriers in
using services from formal financial institutions and to set up several
conditions which allow the entrepreneurs to improve access to bank

loans.

This paper is organized into 5 sections. Section 1 provides an
introduction of this study. Section 2 provides an overview of financial
inclusiveness in creative industry- Section 3 presents the research me'thod,
including the empirical model, data and estimation techn.iques. Section 4
discusses the empirical results and Section 5 concludes this paper.

REATIVE INDUSTRY

rs, such as Efobi, Beecroft
ova and Weill (2015),
increasing access and

FINANCIAL INCLUSIVENESS OF C
ss by some researche
han (2008), Fungac

) is defined as an - .
easured by using three main

of bank credit, and saving on

Financial inclusivene
and Osabuohien (2014), Hono
and Chauvet & Jacolin (2017) 15 €
utilization of formal financial s ices ™
indicators: ownership of bank account, Use
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bank account. On th
to the cons

k of busine

traints
S5 guarantee-

ep e .
e ability to access xternal financi, |

(eristics of the entrepreneur. Educati s
strong impact on i
and experience in managing cOMP a'ny havet:md bygFunpgacovI; lmproving
access to bank. A related opinion 15 al:; St on bank account g Wei]]
: jtive el1ec OWnerg

(2015) that education has 2 posl oo an i
Entrepreneurs as managers must also have comp ; d OPPOI'hmiﬁeS

| financing sources. This is in Jipe Wi

to build networking with externa .
0 build networking which stated that bllsine

the findings of Fatoki and Smit (20“.) . ‘ 8
information and social networking aré important in detel’mlnjng the

access to bank credit. Moreover, other factors such as the age o
entrepreneur, according to the findings of Nkuah et al (2013) and Ngu}’en
and Luu (2013), also correlate to the ability to access externa] ﬁnallcin
sources. They find that the entrepreneurs in the productive age havf
greater opportunities to access external financing and minimize Joqp, risk

happened due
ownership and lac

Han (2008) argues that th C
strongly influenced by the chara

. I§unt et al. (2015) find that gender also influence financ:
Inclusiveness that men have better access to (demand) and use of ( =
of financial services than women in India. The charact ls}lpply)
F:nnegrenem with regard to education, age and gender affect thensms -Of
mc{us:veness in China (Fungacova and Weill 2015) Mea:: \f;;laﬂcml
. e’ ]'n

and socjg] network generally

Pl'Oﬁtablhty of th
e CS, s .
firm size ang Iegal'com Y- According 1, Lae::h aS growth, size and
ositi 1 and Woodruff (2007)

Sma]] industri Wely C
€8 Usually b, Orrelated t,, financia] access which

SOUrceg f] . Ve
fom banking institutifl:‘zaizf Challengeg in accessing financi
g financing

ﬁnancing
8ap. The f, 1. a0 large | i
Indings of Bencheikh ie]dm]fl s du to the fim
aktak (2017) sh
ow that
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litlllillil.\] ol L‘n“:llL‘l‘nL such as |

i and. kit
o fncilitate the company's yecece hl"ld'”gﬂ. m

e UHH "
009) gtated that the 3¢ of (he o fin
e , '

neing demand. They m

ancig \':cll 'incry ‘:md equipment
Npany Il'v;lf Urcu.s;. Biepke and Abor
at th l.K an effect on the external
czlsingccrL(:]'-n pany which has been
g to Fowo C 1” demand for its business
ater pro .Wes (2017) study, financial

Browth in the young firm rather than

. Comun
qsset and profitability factorg Nian et al. (2010) argue that beside
‘ » market is also an important factor affecting

(he inclustveness of creative industrieg B
other hypothesis of this research f ased on above descriptions, the
, ' 1s: Tirm cha istics wi
business ; racteristics with regard to
scale, o ‘11l i‘jiguﬂrne,nc:e, asset, legality, export, consumer and
tability w1 u e ’
profi ty ence the financial inclusion of creative industries

(Hypothesis 2).

i arg

L erating for a long time hag ;:Icin:h
dc\,cmpnwnt. However, accorgip "
jocess can exactly increase gre
(e older or the mature fj

Accorc?mg to Granger and Hamilton (2010), creative industries tend
to & OW_I 1n areas that have good infrastructure especially in
communication. A' prosperous region with low poverty and adequate
- frastructure, particularly in information and technology, is a driving
force in realizing the growth of an inclusive creative industry. Clare
(2013) also adds that creative industries are embedded in place. Financial
inclusion by Pearce (2011) is aimed to attract unbanked population in
formal financial system. However, Chakravarty and Pal (2013)
financial inclusion is the process to remove the barriers
e the inabilities of disadvantaged groups. It is a
multidimensional phenomenon and may vary across countries and
sectors. Thus, it reinforces that regional characteristics also affect the
financial inclusion of the creative dustries development. Hence, this
study made another hypothesis in which regional chare'lcteristics, i:e.,
technology (internet) also influences the financial inclusion of creative

industries in West Sumatera (Hypothesis 3).

emphasize that
and to overcom
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THE USE OF MSI 2014 .
T e of Sam o
SEMEDRGS mfd Sc.ﬂl; stry pasically has ch:c}racterlstlcs Whi ch
The creative Inct ustry, as it is not just a Commop buSine
damental difference lies in s ma'ss
dia and Sport i
roduction input used (Digital, Cu.lture, Mel ;;es inteu}.; " (I:Omrf"ttee,
; 998). The creative industry p ] o Capity) ag
DCMS Report 1998). reativity and talent i, by

. . soout in which €
the primary production inpu )
it different from conventional industries which ar alvely Capity).

afe

different from the common 1;5{1
(Cunningham 2002). The

intensive.
Clare (2013) says that creative industries are embedded j, Place
1t frop

Each region tends to have unique characteristics that distingujgp,
indy

other regions. In West Sumatera, 78.42% of cr eative
entrepreneurs are women. This is in line with the findings by Carter ¢t

(2013) that the production activities related to crafts and fashions oy Other
production activities which are closely related to arts, aestheticg and Other
cultural activities, are better managed by women. Thus, it is also able t,

promote gender balance,
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Table 1. Disy
L Distribution apg Seope of Snmple Dot
_ ' Dt

qub qector “l:ltill KBLI :
L= l U
‘ w 4% 10 Jescription
(“unnl) (35.64%) l();::. 10733, Preparation activities
) Sy 107 . | 4.
10793, 790, processing, presentation of food

10791, lmwl(llu]. nnd IIUYUI‘SI[{C products which
' creativity, aesthetics, tradition,

and /7 or local wisdom as the

most important elements in

improving the taste and value of

the product, to attract

purchasing power and provide

experience for consumers.

t S:J38‘V T 16292, Itis a part of the applied art
R 135'17(1)(1): 31004, which is the meeting point of art

3;107' 32120, and design derived from
FAsEs 32402, traditional heritage or
32112, 32909, contemporary ideas whose
i, 13921, results can be works of art,
13922, 13923, functional products, decorative
13924, 16292, objects, and can be grouped by
16221, 16292, material and exploration of the

16293, 16299, techniques used and the
13912, 13921, thematic products
32401, 23963,

23951, 13122,

17022, 23959,

23932
325 14111, 14120, A lifestyle in appearance which

(23.4%) 14131, 14302, reflects self or group identity.
15121, 15201

Fashion

Total 1367

L ————

Source: MSI 2014 (data processed)

West Sumatera

West Sumatera proved to be able to
female labour It can be seen from the
ion in the creative industry reaches
ality of human resources,
tera have a low level

Creative Industry in

The creative industries 11

facilitate greater absorption of
average ratio of women labour absorpt .
78.43%. However, if it i viewed from the qtt

39.14% of the entrepreneurs in West Suma

Scanned by CamScanner



ancial Inclusiveness
e —

.

88 | Cultural Creativs T ’ N |
This condition is Certainy

school. didon -
| '}’dcvclopmcm of creative industrieg
y the '
b'1rc capable of mastcr.: |
‘ nerally dentical with higher cducari ™"
¢
rtheless, a number ;
Neve )

2001))- ' :
berger 2012) reveal that creative indy, e

nerally have :a lo‘wer depeﬂden
|-based creative industrieg,

elementd o

education, 1.€. : i
favourable considerin ng current kn(’W]Cdre re,

human resources who
technology which is £
(Florida 2012: Howkins
(Rutkauskas et al. 2014; Dom
based on cultural and social values g€
high-educated labour than non-cultura
Table 2.Categowsmes ln.West Sumater,
Sub Total KBLI* Main Industry in Sub_sm

sector (%) 2015 : :
embroidery industries ~ —~—_

Craft 547 29 KBLI
(40, 02%) 292 industries (21.36%)
Culinary 495 8KBLI  Sweet potato crackers apq fela
(36,21%) industries”, 265 industries ( 19.399, ) &d
Fashion 325 6KBLI  Fashion made by order,
(23, 77%) 157 industries (11.49%)
\

Source: MSI 2014 (data processed)
Note: KLBI stands for Klasifikasi Baku Lapangan-usaha Indonesia

The structure of creative industry in West Sumatera

Lr;;:rsemble the national creative economy structure which is d 'tends :
. . 0 '
Acszrdr;amt sub-sec’fors: culinary, craft and fashion (see m"Il‘HEEd E}
o ing 0 Fahmi et g]. (2016), creative industries that -

covel p gtr ardjas tend to be a traditiong] cultural industry whj s

ue tradit; o

que traditiona] va]yeg compared to the creatjye indus:"i ) Ebased
€s which are

based on innoyat; '
. On and intellectua] can:
and graphic design sub-sectors, I capital such ag film, audio visual,
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pigure 1. General Characteristics of Creati e in W
Sumatera reative Industries in Wvest

Based on its firm characteristi
) cteristics, the per : .
with operational experience under 5 : P (-:entage of start-up indust®
2479%. Tt indi years in West Sumatera reaches
14.29%. It indicates that the product and firm in thi
ince have a good ! competitiveness 10 this
pro e a goo .prospect. Nevertheless, export-oriented start-ups
among creative industries in West Sumatera only reach 1.90%. It means
hat the effort to encourage the growth of start-up industry also should be
followed by the innovation ability of established companies in order t0
increase €xport opportunities. The percentage of business to business
market of creative industries in West Sumatera has now reached 68.18%.
Therefore, it is expected to provide spill-over effect in encouraging the
growth of other economic Sectors. In addition, 62.11% of the creative
industries in West Sumatera are geographically located in rural areas. and

45.21% are in urban areas (Figure 1).

Table 3. Comparative Analysis of Creative Industry Related to

Credit Access
Creative Difference P-value

Variable Creative
Industries that Industries That
Have Bank Access Do Not Have
Bank Access
Mean StDev St Dev
Edu 10.39 3.71) 892 (2,98) 1,467 0.000%**
1 0.000%**

Gender  0.658 (0479 0820  (0.384) -0.162
1,7 0182 0.801

Age 434  (108) 43,6 : 1
Parmer  0.140  (0.347) 0074  (0.262) 0.0654 0.003
Network 0.113  (0.317) 0.086 (0.281) 0.0267 0.188
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Creative Difference B
“Variable Crcirliv:" ‘ Industries That Va'ue Y
Industries tha v
Have Bank Access Do Not Ha
Bank Access
St Dev
Mean StDEY ___—e—76755)  -0,0024
Sector 1.874 (0,798) 1.8 (IE} 7 i 0363
BEX 13.1 10,0 14,2 5; : ;30 0.085
i 0 1,69 ( 1,51) : 0,0
Size 3.02 (3.10) ; 00‘*‘
X 0,014  (0,144)  0,0715 P
Export 009  (1,11) 0.163) -0,00727 -7
Legal 0.020 (0,140) 0,027 (0, - 0,444
(45.2) -9,71 0, 00y
] *y

Co s48  (451) 645
r : 28673 3263539 3,

Asset 12.456 55.045  91.924
Profit 0.013 (10.128) 0.044  (0.732)  -0.0305 0.20

Net 17.84 (8,59 17,21 (8,62) 0,636 0,258
*Significant effect on the real level of 10%; ** (5%); andm

Based on the legal status, only 2.56% of the creative in*:iustri.e :
West Sumatera are already incorporated. This condition Obvioyg] =
l‘f‘-nder difficulties to the industries in marketing and getting capita] Y e
since legal aspect is one of the considerations for the bank tq &cct:ss
af'bmance. Although it has a good prospect in business develc;.p1;[:.;311;““(]Je
2 ::;ce of firm legality makes the industry is not bankab]e to get ca:pit:l:l
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Reaso! _—T¢quency Percentage Description
g, do not know the procedure T
2 0] 4.462 Non
b. difficult procedure accessible
P 98 7.169 Non
C. no CO"EllCI‘al acce&gib’g
243 17.776 Non
d. high interest rates accessible
165 12.070 Non
e, rejected proposal 0 accessible
1.389 Non
accessible

f uninterested
uninterested but have the ability to 216 15.801 Accessible

access credit

qninterested and do not have the 480 35.113 Non

ability to access credit ' .
e accessible

gource: MSI 2014 (data processed)

Table 4 shows that 22,019% of creative industries in West Sumatera
have access to bank credit, but those participating in bank credit are only
6,218%. Approximately 50,914% of the respondents state that they are
not interested in applying the credit. This is partly due to the condition of
their asset ownership in which only 15.801% has the ability to apply for

No collateral and price factors (high interest rate) also become the
g credit to formal financial institutions. The

access bank credit shows diversed

credit.
biggest obstacle In accessin

ability of the creative industry to
conditions. This diversity is related to the characteristics of entrepreneur,

firm, and region. AS shown in Table 5, another alternative funding source
used is cooperative (2.27%). Interestingly, after the personal capital, the
second largest source of capital comes from the other party (9.80%), i.€.,
third parties who have social closeness with the entrepreneurs. According
to Ambrosius and Cuecuecha (2015); informal financial services have a
statistically significant effect in encouraging household lending in
Mexico rather than traditional banks. A study by Ngalawa and Viegi
(2013) also find that the formal and informal financial sector can be
complementary in aggregate. The tendency of creative entreprencur to

use loans from other parties which has emotional closeness based on trust
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0

ssides, the lack of ace Cre,

ndustries in West Sumatera. BLSIdb[s‘f'mln(:ia] S€Ctor E':SS . Usg Ztll'h

mdustries S - Y. )

credit shows the inability of TE;”;) a"d“n ),
shows . Tl 4, l

financial needs of businesses (T h

ital on Creative [ndu '
Table 5. Main Sources of Capita st in .
Sumatera

- R
: . ital Frequency Pey
The Main Source of Cap Ay Ceny,

Personal capital

Taps B
85 6,22
Bank
31 2
Cooperative _ 3 27
Non-bank financial institution 0,95
Partner & 1,98
Individual 43 3,29
Family o L2
Other party 134 9,80
Total 1.367 100
SR
Source: Mg| 2014 (data processed) \
Explanatory Variables

There were two res
(2) related to the

divided into 3

Gy lnfonnation techngl,
€ measureq by the Percentage
at each districy Where the

Previoyg Tesearcheg (Efobi ¢t
and  We;j; 2015

» Honohap 2008, Fungacoi
: : have ygeq three main
U5e of b, it :fl ﬁnz!nmal Inclygjop OWnership of hank accounts,
o accoupt, However, because the
account data that ca0 S:C:: dary oy ESpecially o g -of bl
therefore in thig ke from Indonesian Statistic Agenc.yu
‘Pa[‘aer e researchers can only use two indicators i

cial Inclugjgy, of Creatjye illdustry: first relating to acces
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; ai
This variable Was measured by using 11213t iormal financial institutions.
values of 1 and 0. The use of

qedit WS observed by the Percentage of bank loan i ki 1
in working capital.

Among the entrepreneur characteric: -
individual entrepreneur that we egtim tenstlc, we include a number of
. ate might ff s 5 ¢
ariables are , affect financial inclusion.
Aliw\;en ho g oile;;ly explalned in Table 3. Adult entrepreneur
liiltlalancial services than nd 64 expect greater penetration of formal
15). According to F younger adults and those age 65 and over (Kunt
9 :;1 limited access tun gaCOVE'i and Weill (2015) women entrepreneurs
hEN'ebl to h ° .ﬁnanmal inclusion than man, so we expect this
varia tz ) levﬁ;e a tli\l;gatlve lS%gn. According to Howkins (2001) higher
ec!uCE;]il her ;)I:tﬁ ork ability and partnership seem to be associated
with . a .pro ability to bank access, so we expect this variable to have
a positive s1gn.

Ata ﬁrm characteristics, we expect the creative industry with small
scale fmd limited as.,set tends to be negatively associated with financial
inclusion. We'also include the dummy variable for firm legality, which
takes Value 1 if the firm has a legal status and Value 0 for otherwise. We

expect this variable to be positively correlated with the financial inclusion

(Table 6)-
Proxies for regional characteristic are measured by internet usage at

business region (location). We expect creative industries located in rural
area with limited infrastructure especially in communication tend to have
negative sign. According to Granger and Hamilton (2010), creative
dustries tend to grow in areas that have good infrastructure especially in
communication. A prosperous region with low poverty and adequate
infrastructure, particularly in information and technology, is 3 driving
force in realizing the growth of an inclusive creative industry.

Table 6. Explanation of Operational Variables
Description

Variable Code
Age AGE Age of the entrepreneur (year)

Gender GENDER |[1= female; 0= others
al education (years)

Education EDU Measured from the form
Partnership PARTNER |1 = if the entrepreneur has ever collaborated with

4 i
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‘;\‘Eilha_l;lc “(-_'IL(:;RK | = if the entrepreneur is i"“"mﬂrated N
Network — association; 0 = others ingy.
e aft; 3 = faghion
s = lmﬂfy~ 2=cra
Sec SECTOR  |1=cu -.
Sector d | f . -
'__:‘“—“*-——— BEX Measured in years, Irom € esta ]]Shmem up N
Experience 2 ibservation the
‘irm Sj SIZE Measured by the amoum
l SIZ:C LEGAL 1 = legal business; 0 = others
lit:‘gallt) EXSPORT |Measured by share of export (percem)
‘ggzg:mem CONS —|Meamred by sale hm
(percent) _ “i
m__—h—‘_ﬁ_sET Measured by total business agsers Quring the 1.-@:
(million rupiah per year) N
Profitability [PROFIT Measured by the raﬁm
total assets (percent)
Internet NET Measured by the percentage ef People who —
internet at each business location (percem) ‘
Relating 10| Y pccess 1 = companies that have accegg to banks; 0= N
accesys
Relan'ng fouse |y, Measured by the Percentage of bank loag >
orking capita]
WOrkKing cap
THE USE OF LOGISTIC REG

Data analysis ygeq t,
binary logistic re
Statistica] analy
independent variableg

Tegression modg| to i

Mode]-

Logit p = Ln

0
gression

1: Financiq) Inclusion Rel

Pij
--*-_._ =

I*Pij - ﬁﬂ +ﬁjX!+ fre g,

RESSION MODEL
measure cred

it access (relat
approach, I

ing to aceess) wyg
gistic Tegression i 5 Method of

Sis to describe the relationshjp between dependent and
(Hosmer ang Lameshqy 2000). 1y
by using two values

€8s and 0 for otherwj
nvest

odel-1 credit
(binary Variable) €qual to | jf
se. Therefore, we

use the logt
gate itg determinants

ating to Bank Access
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To est the goodness of suitabili :
e HosnerLeneshow it ot o i ©
se€ he 5.1|1tab1|lty between the entered data and the obser:fed data. To s€€
4o -gmficance of the model, then the G and Wald Tests were used. The
i used ij find out whether there is an influence of independent
Jatit Jes used in the model at the same time to the response variable. G
jest WA used ‘by comparing the value of a with p-value, if p-value <¢
thesis, Ho Vt'as rejected. If H, was rejected, it means that the
d was statistically significant with significance level of &

then hypo
model Hs=
e, the Wald test was used to see the significance of each
was rejected, it

-1er1‘110r
(partlally). If p-value <a, then the hypothesis Hp
gnificance level

var l able
at the variable was statistically significant with si

means th
of &
Moreover, odds ratio coefficient was done in order to interpret the
ession coefficient. It is an indicator to see the tendency of
o access the financial institutions (formal). If the value of
ose to zero, the tendency of the company {0 access the

stitution (bank) was getting smaller.

]ogistic regr
companies
odds ratio Was cl

formal financial in
easure financial inclusion related to use was

yed because the use of
entage

Data analysis used to m
Multiple Linear Regression. This model was emplo
bank credit 1s @ continuous variable which is measured by the pere

of bank credit used as working capital:
n Relating to Use of Bank Loan

Uij + 0y GENDERU + (13AGE U + oy PARTNER o +
ECTOR y + 07 BEX yt+a SIZE y + Q9 EXSPORT
SET i + 03 PROFIT IJ+ (1 511 NET

Model-2 Financial Inclusio

Y (use) =0 F a,ED

s NETWORK i} + 06 S
IJ+ o LEGAL U + 0 CONS i + 052 A

pt ey
by using the F and

e of Model-2, it was tested
by comparing the value of ¥
If F opserved > F table, then hypothesis H, was rejected. It means that X
variable was simultaneously and statistically significant to Y with a
evel of a. Moreover, t test was used to see the significance

&t b, the hypothesis H, was

When t observed
X variable was statistically significant to Y

t tests. The F test was done spserved With F abte:

significance 1
of each X variable to T-
rejected. Thus, in partially,
with a significance Jevel of a.
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A ING LRM

IMATION US ‘
RESULTS OF ESTIMA Logistic Regression Mog,

. : I
( of estimation usmgable 7. The analysis regy, of (LRM)

The resul T
: wn 111 o
related to credit access 18 S:](')[jes in West Sumatera. The analyg;. redel.
. 4 ] ,
| is done for all districts/C ationship between access ¢, Creg; Suly

. 1 e rel . . 1t
shows that there is a negatiV rds, creative .industries led by . g
In other words,
gender factors.

. . Om
TR ssing credit, Thje : . Mey
have a lower probability In acceth t xgr,len hav Tl})us e lig
en.t:*et)hrencurits of study by Kunt et al. (2015) g o © better
t esu . - W e
:m (11 e rd) iiusei{ainplg) oF financial servic ! Mmen j, )
. eﬁlaﬂ in Africa. more educated male entrepreneurs haye Provey, .’
as well as in ;

g ty
: trepreneurs (Zing
have better access to credit than women entrep ( aud WEil]

2016).

The results of this study also indicate t?ai‘: firm c.har.aCteﬁStiCS, Sugh
as firm size, assets and consumers have Statlstlifﬂ”y significant effect ,
bank access. Companies which have larger business §cales tend ¢, hay,
better access to credit. It is because large compan.les generally have
sufficient asset ability that can be used as cc.JIIateral in making loang N
banks. Besides, the large percentage of business consumers (induygt i
markets and trade sectors) served by the creative industry cap actua]ly
reduce the opportunities to access bank credit,

Cesg

Tabel 7. Financial Inclusion Analysis Related to Bank Accesg

_ Variable Coefficient  p-valye /4 Marginga) Effect
Entrepreneyrs Characteristics
Edu 0.116*** 0.000 5.17 0.170¢
Age -0.0028 0.719 -0.36 -0.0005
Gender -0.558%*x 0.001 -3.30 -0.8288
Partnership 0.333 0.166 1.39 0.0541
Network 0.237 0.319 1.00 0.3393
Firm Characteristicg
:Lz: 0.269**x* 0.000 6.61 0.4000

-0.003 0.711 5 "
dummy fashion -0.02] 0.918 o o
dummy craf -0.188 . -0.10 -0.0029
i . 0.322 -0.99 -0.0258
*
g 0-%033; 0030 547 5.23¢-10
o e 0.157 = " 3

Proﬁtablllty ~0.0004 142 LD

0.276 -
Consumer ~0.007%xx 0.000 igg -g?ggz
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yariable Coefficient

ort 0.652 Op;‘;"fﬂe Z Marginal Effect
Wit 420 1s6  0.0178
R"f:’:zwrgrisﬁcs
1
t -0.004
Iﬂterﬂe ) ‘l 37229 0811 _0-24 '0.0005
conste™ ; 0057 .90 112

bt of observation 1367; p.y e 0.000; Log- Likelihood -633.719

s ot t level at -
# Slgﬂ"ﬁcan at 10 percent, **significant level 5 percent , ***
Sigmﬁcant level 1 percent

A study by Biepke and Abor (2009) show that firm financing gaps
often 0cCUr due to a collateral problem in which large-scale comparnies
pave @ gregter chance to access credit due to sufficient collateral as a loan
requjrement. Howevef, small-scaled company generally has greater
challenges and constraints in accessing bank credit due to the unbankable
assets and lack of collateral. Bencheikh and Taktak (2017) said that
puilding liquidity such as land, buildings, machinery and equipment can
facilitate the company's access to formal financing sources. In this case,
craft sub-sector has significant effect at the level of 10%. It means that
ihe ability of the craft sub sector to credit access is lower than others

Furthermore, Model-1 is also done by using Klassen region'tll
typology which provides an overview of the growth pattern of 2 region’s
economic development. This technique divides an area 'mto four
quadrants based on economic growth and income per capita of th?
regency Wwhere the company is located. The four quadrants 0

development in question are:
(2) High income but low growth region is an advanced but pressured
area. It is ndicated by a lower rate of economic growth but per
capité income is higher than the provincial average;

(b) Low growth and low income region is a relatively under-

i 1 er
developed region, the rates of economic growth and income p

capita is respectively lower than the prov

i gh g : il
gr .

wth and per capita Income of a region, which is higher than
gro

‘ ince;
average growth rate compared to the prov

ince;
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es MO — en

vl l”l”lf_"” Lt ;

. | Creatl " 1 . )
of |Cultura . region is @ rapidly growip

. income . ar
Hig! growth put low 1 ate of economic growth by, per . f
(d) High £ o higher T : age Cap,:
. . dteatad by B FE - cial average. Pit,
" rrlli'L"1'LILnss;*r (han the provine \
income 15 1¢ it tween response ya,:
. of association o Mlableg
Based on the Si7€ © Jel also shOWS the Sirong re"'f“i‘iln.';hi Ny
independent variables. this 1'"3. t, as seen from the big value of 4 P&”d
. I'C IC ! - ;I{
the ability of the model IOdP 1 the result 1N Table 7, there are "
’ . r e OI S
R square. Partially, bas fluence bank access. They are €Ntrep, Omg
; P » nfiu .
variables significantly 1 gender, parm.ershlp and netwmk) Cur

characteristics (education.

i i
(size, sector, consumer, P rofitability and €Xport) .

). If we observe from each Val‘iab[eand
. . . L n
turns out that the age of entrepreneur does not S;/Igm ﬁca;tly mﬂUEIlce e
bank access to ecach rcgiOH'S ty}?ology ; canw 11‘?, Other 6
characteristic variables, such as firm size, asset and legahty also do o
have any significant influence to the bank access of each "egioms

typology.
The analysis result in Table 8 shows that there is j n
relationship between access to credit and gender factors, In other
cre:zti\:'e industries led by women entrepreneurs have lower probah
accessing bank loan. This is in line with the results of Kunt et g
that'men have better access to (demand) and use (supply) of ‘
services than women in India. In Africa, more educated and
men entrepreneurs also have better ac

characteristics
regional characteristics (internet

Cgative
Words,
ility
(2015)
ﬁﬂancial

€Xperienceq
Cess to credit thap Womep
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: Ysis R
epj elag
ﬁ WTY Pology tdto Credit Access hased
High IncDme e i
but Low [(;OW Growt, |High Growey| High
an ;
Variable Growty Regiop I;:w Income| and High ;; rtol“; ,
egion Income e Low
C\ Region Income
oeff, (p-valy i Region
e
odds ) Coeft, (P'Value) Coeff. (p- | Coeff, (p-
o odds value) value)
Entrepreneurs Char, acteristicg —— ] —-—-_9_d_dL odds
Dt 0.2 0.075
(0.600) n Olzll . 0.174 0.126
0 V14) (0.000)***|  (0.132)
I .88 )
AGE T .08 1.19 1.13
0433 0.010 0.002]  -0.046
L3 (0.349) (0.858)|  (0.110)
SENDER 3- 1.01 1.00 0.95
0‘ 02 -0.336 0729 -1473
0:237) 0161)|  (0.032)*| (0.019)**
RS 0.05 0.71 0.48 0.23
PAR -22.27 0.354 0.111 1.23
(0.999) (0.319) (0.800)|  (0.083)*
0.00 1.43 112 3.43
NETWORK 1.99 -0.207 0.736]  -0.127
(0.398) (0.608) (0.070)*|  (0.854)
7.35 0.81 2.09 0.88
Firm Characteristics
SIZE - 0.457 0.259 0.273
(0.000)%**| ~ (0.000***|  (0.069)*
1.58 130 131
BEX 015 -0.002 -0.149 0.022
(0.169) (0799) | (0366) | (0.443)
0.85 1.00 0.99 :(l)i
1.287 187 -1.
Dummy ) Kk 0.146)
(0.000)*** | (0.000) (©.
FASHION 1,63 0.15 0.32
: 1.081 -1.16 -2.20
Dummy CRAFT (0.000)*** (0.001)**| (0.002)**
295 0.31 0.11
S
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High Groy,, \
High Income aiiiy Gr;:z::ne — High Cr;:'h '
but Low and I;:wion ncome h‘" Lnlh I
Growth Region eg Region lnm.j W |
Variable Reg! |
l Coeff. (p- 0 Bioy
CoefT. (p-value) | CoefT. (p-value) Value) o (N
odds orids odds Value)
Odd
LEGAL 18,68 0.659 o \ns
(09%) Sl OBl AR
0.00 0.52 035] 7,
Ls
_5_‘___*___; - -
PROFITABILITY -0.05 0.003 0.00 (0 :
(0.097)* (0.007) 0.395) !
0.95 1.00 Loo| o
e | -0.008 -0.
CONSUMER 0.031 ror s \0011
(0.076) (0.000) 0.248)] o
.024)‘*
1.03 0.99 Loo|
EXSPORT ————— -23.4 -0.18 0.511 \1192
(0_(9}9093 (0(8)7;3) (0-815) (0.039};
: : 1.67
Regional Characterictics ﬂ
-—_-_-_————______—-\
Wr\_ 0.032 0.002 0.1%
B ] Yo, 000
1.03 1.00 03
\_-_‘__‘_—___-—-—_-_-——_— 2 .
Constant 313 -3.889 -1.69 3 23
(0.629) 0.000) 0 '
5 ( .118) (0.083
I\;umbe:‘of 60 796 384 147]
0bsery
l ations (4.34%) (58.22%) (28.09%) (10.74%)
p-value 0.027 0.000 0.000
Adjusteqd R Square 94.1 79.2 .82 8 1
. A ! 83.0
o L |
Significant effect on the real leve] of 10%; ** (5%); and *+*x (1%)

a8, businegg size, g

f::;iesrtiljzlsliﬁ:igniﬁcant effect op ty,acitﬁi%ir;pﬁese?}?i:;}lj]:i:
anSiZ::::ls:rzrlld 1:0 have Et.ter access to credit. It is because the

getting bani zzzs “ilment 85t ability tht can be used as

+ 1 Study py Biepke and Apor (2009)
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hat firm financi
JOWS th | N8 8aps often occur due to collateral problem
W ye-scale com " - ateral pro <

A [lateral pa[n} have a greater chance to access credit due 10
-,.“n‘[CO;L’a asa Oa . L -
Suﬁl'h“il\' has greater chall 1l requirement. However, small-scale industry
generis- ST allenges and constraints in accessing bank credit

-

1o the weak assets :
o aid that buildi ?‘nd-léck of collateral. Bencheikh and Taktak
3017] S‘lt c';n fac'l«?g 1quidity, such as land, building, machinery and
eql“pmen ’ iitate the company's access to formal financing
Soufces.

Ge.ograpl'flca.ny. creative industries in West Sumatera are scattered
almost 1 all districts and cities, but the spread pattem tends to be uneven.
There are 62-1_1% of the creative industries located in the rural areas.
Based on regional typology, 57.4% of creative industries in West
qumatera are located in low economic growth and low income region
ith a limited infrastructure. According to McCann (2007), industries in
urban areas with more adequate infrastructure tend to have better
fmancial inclusion than industries in rural areas with limited
infrastructure. Creative industry in West Sumatera generally belongs 1o
aditional cultural industry which is more widely located in regions with
low economic growth and low income. It indicates that the financial
access for creative industries in the area is still low.

Table 9. Financial Inclusion Analysis of Creative Industry Related to

Credit Usage
Variable High Income Low Growth High Growth High Growth
but Low and Low and High but Low
Growth Income Income Income
Region Region Region Region
Coeff. (P-  Coefl. (P- Coeff. (P- Coeff. (P-
Value) Value) Value) Value)
Entrepreneurs Characteristics
EDU -0.001 20,00 (0.694) 0.001(0.762) 0.006
(0.593) (0.090)*
AGE -0.000 -0.00 (0.141) 0.001 0.000 (0.761)
(0.258) (0.046)**
GENDER 0.007 -0.02 -0.023 (0.319) 0.001 (0.964)
(0.769) (0.066)*
PARTNERSHIP -0.008 0.008 (0.664) -0.024 (0.432) 0.011 (0.739)
(0.754)
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Variable High Income L‘:md Low and High but [:r'hrlh
but Low Income Income Fhieg W
po Region Region Re "Me
Reghe Ef (P-  Coeff. (P- Coe%"
l
NETWORK -o.o‘gglgﬂfmm il (0.52%
(0.701)
Firm
Characteristics - 0.007 (0.086)> it 0
SIZE . -0. -829)
(0.179)
BEX -0.000 0.000 (0.483) -0.001 (0.188) 0,90g (5,
(0.766)
SECTOR : 0.008 (0.231) 0.018(0.187) g,0;5 (034
ASSET 0.000 0.00(0.133)  -0.000 (0.874) 0.000 (0-206)
(0.719)
LEGAL -0.007 -0.03 (0.342) 0.013 (0.809) 0.09¢0 (0.119)
(0.854)

PROFITABILITY -0.00 (0.728) -0.00 (0.625) -0.000 (0.787) 0,009 (g "
CONSUMER  -0.00 (0.611) 0.00(0320) -0.002 (0.230) -0.000 "

. (0.062)*
SPORT -0.007 0.012(0.761) -0.14 (0.297) 000 (o 99
(0.838) =)
PROFITABILITY -0.00 (0.728) -0.00 (0.625) -0.0
; ; ; J -0.000 (0. -
Regional Characteristics ( S "0 ¢ ¥
i
H -0.00 (0.572)

Constant i (0.8
N . 0.068 (0.291) 0.077 (0.047) -0.04 ;

of observationg 60 796 (0.596)

384

© asymmetric information,

N Tura] gre,, tend to 1, o g ousiness molors a0
ave difficultieg ; ini

In obtaining
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on intensively about bank lend;

‘ ¢ ending procedures it
jied tha _ procedures. Although 1
can:;duce thc: i:f;;mn;)lsglcal developments which creat® digital

ation
ﬁ“ﬂnc i 2005; Haas and D cost. In some research results ( Klagge
od MA . oren 2013), it is proven that it i to
a ._formation —— proven that it 1S not €asy
ft 0 siness actors especially small-micro companies

get s0 "
© i [ack infrastructure facilities,
A}

T

nat

he anal.ysm 'resu]t of Model-2 shows that the use of bank credit as
capital in creative industry is significantly influenced bY
o repreneu_r ch::.lracteristics (education, age and gender) and firm
Charaoteristlcs (size and consumer), but it is not signiﬁcantly inﬂueﬂwd
gional che}racteristics (internet access). The positive relationship
education al.fld age of entrepreneur shows that the higher the
s education, the greater the need for bank loan, especially t0

for innovation and market expansion. Conversely, if the
£ internal capital

| capital will

be ytilized
company already has an established asset, the ability 0

tends t0 increase SO that the proportion to the use of externa

decrease

The overall result of Model-1 and Model-2 analysis indicates that

there are many factors influencing the financial inclusion for creative
industries in West Sumatera, they come from the diverse characteristics
comprising entrepreneur, firm, and region factors. Informal financing
seems to be an alternative capital source which is more demanded by the
ative industries in West Sumatera. It indicates that the informal

| capital of local communities, such as

from socia
trengthen the development of creative industries.

ontractual relations in informal financing

ative industry players in West
me the lack of banking access

cre
financing built
individual trust, can S
The development of implicit ¢
system that is commonly used by cre
Sumatera can be an alternative to overco

particularly for start-up companies.
Nevertheless, the source of informal financing i

 terms of volume and coverage of the loan. In
industries in West Sumatera should be encouraged to improve access and
ancial institutions (banks). Hence, the

utilization of credit from formal fin
increased financial inclusion 18 expected to be able to accelerate the
productivity and innovation improvament that is crucial for strengthening

the development of creative industries in ecially to face
market competition which is more dynamic and

s sometimes limited
the future, creative

this province, €sp
ompetitive.
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. y swa characteristic,
('(_)N(ﬂl.”-""’Nh . West Gumatera € Ically Shey,
veative industries 11 sromoting gender b""ﬂ"Ce) 'y
Creative HEEE  labours (I ; ang
ility to absorb female I ed on the exploration of local Va, y
¢ 1O aus o e HE > €
. juction activities BEsE | culture (strengthen;, o by
promote prodUE .« snd traditions e thes T ulg,
utilizing arts, aesthetics ¢ ' industries. Despite the limijte acey 1|
e icro small-scal€ - h due t 54
entity) and MR | ve high economic BTOWth due 1o the ¢ "gen,,
capital, they potentially Bl dustries have a wide spread, byt they ten e
; in
of start-up industry. Those th low income and thus |oy, emnod y

, wi
rural areas : : m;
be concentrated in ket for business to busmess, ban v

; : Jarger mar . :
growth. While serving the larg cted to bring spillovey effe;;:\
fo

e
‘ = d ones, aré exp .
especially the state-owne cially in rural area,

the growth of other economic sectors €Spe
- ies to formal financial jpe:, .
The access for creative industries mSt'tUtIOns

(banks) is still very limited. The study shows that 'the H.tllisation Of by ok
credit as working capital in West Sumatera Provmc.:e 1S very loy, The
varied characteristics of entrepreneur (education, gender,

partnership), firm (size, costumer, and export) and region (interneg) 1.

the difference in access and credit usage of creative industries_ Strone
social relationship and the role of informal ﬁnancing in 10cg[
communities becomes an alternative way to overcome the lack of accea
faced by creative industry actors especially for Start-up COmpan :%s
starting its business, 1

l'mproving loca] j
al infrag
tu .
there are locateq iy, areas Ies, since the majority of creative industries
e indus

With Joy,
e »
“onomic 8Towth and income as well.
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