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ABSTRACT: The spread of COVID-19 and technological advancement has opened many doors for start-up company around the 

world, especially in Indonesia. Due to the nature of the virus where it may spread through physical contact, people have been 

avoiding going out, aligned with government policy that restrict citizen movement such a lockdown. The consumer behaviour began 

to shift as shown by number of people cooking at home, and number of delivery service are increasing. Seeing opportunity to serve 

in this market, PT HIJ is then founded to provide timely full set of fresh high-quality ingredients ready to cook delivered to the door 

of the customer. After one year of operation, the management experienced shortage of fund to grow the business and believed that 

it is right to source for new funding from the investors. As the management team have no experience in performing valuation, they 

would like to receive an insight about the valuation of their business. The study will cover the business model of PT HIJ, start-up 

ecosystem, analysis of the business environment and evaluation of valuation method. Based on the study, PT HIJ has a solid business 

model to grow its business. The trend of digitalization, government support and rising health awareness will benefit the company as 

one of the new start-ups itself. Also include in this study is valuation process performed using discounted cash flow method, venture 

capital method and scorecard method. It can be concluded from the three techniques, the valuation resulting in an enterprise value 

ranging up to IDR 470 million, with the median of valuation at IDR 262 million.  
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I. INTRODUCTION  

As the largest economy in Southeast Asia, Indonesia has recorded impressive economic growth and is home to a massive 

population that is excited to innovation. With the advent of some of Indonesia’s largest tech giants going public, the island country 

is gathering significant importance and influence as a hub for start-ups and talents. Despite the devastating effects of the COVID-

19 pandemic both on microeconomic and macroeconomic scales, enterprises in the digital sector are booming more than ever by the 

rise of consumer demand. E-commerce, taxi-hailing businesses, online hotel reservation platforms, and parcel & food delivery 

services are indeed flourishing amidst an environment typified by the closure of brick-and-mortar businesses and movement 

restrictions.  

COVID-19’s silver lining has created a strong tailwind for Indonesia’s digital economy with the pandemic accelerated digital 

adoption and brought about innovations faster than before, combined with better infrastructure and a growing middleclass. 

Technology has been democratized to the masses, becoming an integral part of life to millions of Indonesians. The large number of 

start-ups offer lot of benefits to the ecosystem and stakeholder, however, not all start-ups have same success story like the big name 

such as Gojek, Tokopedia, and Traveloka to name a few.  

According to CB insights and Harvard Business Review, “nine out of ten start-ups fail and two-thirds of them does not even deliver 

positive return to investors”. Furthermore, Statistic Brain Research Institute’s report shows that half of the startup failed in the third 

and fourth year of operation. According to CB Insight, the top reasons start-up failed are due to ran out of money (37%), no investor 

interest (31%), no business plan (25%), lost focus (23%), and not right team (22%).  

  

II. BUSINESS ANALYSIS  

II.A Conceptual Framework  

 According to Kivunja (2019), “a conceptual framework is the total, logical orientation and associations of anything and everything 

that forms the underlying thinking, structures, plans and practices and implementation of the entire research project”. The conceptual 

framework of this paper is done by identifying current business issue and situation, analysis of external and internal factors, take 

into account literature study, performing business valuation, and finally to the summary and recommendation.  
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Figure.1 Conceptual Framework 

  

II.B  External and Internal Analysis  

 The external analysis is conducted by using PESTEL analysis and Porter’s Five Forces. According to Walsh, (2015), “PESTEL 

analysis is assessed as a prerequisite/mandatory method that allows identifying factors relevant to the business environment and 

provides data and information that allow organizations within the analyzed environment to predict the situation in order to adapt to 

new situation and develop competitiveness”. On the other side, The Porter’s Five Forces take into account the analysis of bargaining 

power of buyer, the bargaining power of seller, the threat of substitute, the threat of potential entrant and the threat of the existing 

competition.  

 The internal analysis is conducted by using Business Model Canvas, SWOT analysis and SWOT Matrix. According to Magretta 

(2012), “A business model is a visualization describing how an enterprise operates, who is the customer, what does they value, and 

how it can generate revenue”. Moreover, Osterwalder and Pigneur (2010) created the Business Model Canvas, which “incorporates 

various elements to be defined when considering the firm’s business, value propositions, channels, customer segments, customer 

relationships, revenue streams, key resources, key partners, key activities and cost structures”. The next internal analysis is SWOT 

analysis whereas according to Valentin (2001), the “SWOT analysis is the conventional approach of searching for insights into ways 

of realizing the desired alignment”. Afterwards, Weihrich (1982) suggest a SWOT matrix that consist of four combinations: maxi-

max(strength/opportunities),maxi-min(strength/threats),minimax(weakness/opportunities), and mini-min (weakness/threats).  

II.C  Literature Study  

Valuation  

According to Gitman & Zutter (2015), valuation is the process that link risk and return to determine the worth of an asset. 

However, the process can be complex sometimes in unsettled macroeconomics condition since the key inputs in every valuation 

process are the risk-free rate, risk free premium, and overall economic growth. The factors can be volatile in some case and in turn 

make it more difficult for the valuation process. Furthermore, even though the inputs into valuation are the same for all businesses, 

the challenges that arise face in making the estimates can vary significantly across firms and also across the business life cycle 

(Damodaran, 2019).  

Terminal Value  

Terminal value defined as the value of an asset, business, or project beyond the forecasted period when future cash flows can be 

estimated. The two most common methods for calculating terminal value are perpetual growth (Gordon Growth Model) and exit 
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multiple. Damodaran (2009) assume that every firm makes it to stable growth and goes on. However, the real world delivers surprises 

along the way that may impede these paths. In fact, most companies do not make it to the steady state that we aspire to and instead 

get acquired, are restructured, or go bankrupt well before the terminal year.  

Financing  

Family and friends are the most common financing type for early start up as the founder will try to reach out and validate their 

business to the closest circle. This type of financing is mostly based o trust and relationship where majority of friends and family 

are often willing to supply funds at negative returns (Lee & Persson, 2012). Next there is Angel investor, according to Scott (2003), 

Angel investors to be wealthy investors who provides capital for new business ventures. Among start-ups, they are thought of as a 

bridge between loans from family and friends and venture capital, though angels are themselves often personally connected to the 

business. The other way to get the source of funding is through traditional bank, however it may require collateral or high credit 

profile to get the funding. According to the theory of bank loan demand (Cole & Sokolyk, 2018) only the highest-quality start-ups 

are likely to obtain bank business debt financing (Berger & Udell, 1998). The next alternative is through Venture Capital where 

Sapienza (1992) and Lerner (1995) explained that VC firms make the selection of portfolio companies, monitor, mentor and provide 

value-added services to them and ultimately exit from the company they invested. VC investors are often considered as the preferred 

intermediary in the financing of young and risky high-tech startups, which would otherwise experience difficulties in attracting 

traditional sources of financing (Gompers and Lerner, 2001).  

Exit Strategy  

According to Cumming (2008), there are exit strategies for the entrepreneurs which is Initial Public Offering (IPO), Acquisition, 

Buyback, and Write-off. Financial harvest strategies such as an IPO or acquisition by another company resulting in substantial value 

accrued to the entrepreneur. However, while IPO is attractive, the findings from Cumming (2008) as well as the start-up ecosystem 

in the world show that only few numbers of company succeed to go IPO. Hence, the exit strategy has higher probability of getting 

acquired while lower probability of IPOs and write-off.  

II.D Analysis  

Based on the analyses, PT HIJ has a solid business model to grow its business. The trend of digitalization, government support and 

rising health awareness will benefit the company as one of the new startups itself.  As the company already have a viable product 

and been running for one year, it is very possible to attract the investor sooner or later. However, there are still challenge to be faced 

in terms of valuation, for young and start-up firms like PT HIJ, the absence of historical data and the dependence on growth assets 

make estimating future cash flows and risk particularly difficult. Hence,  

the next step for this research project is to evaluate valuation technique that might be applicable to the company and create the 

implementation plan after the valuation completed.  

 

III. METHODOLOGY  

A startup valuation is a process in which the worth of the company is quantified during the initial funding or the seed funding where 

an investor gives funds for equity in the business. To analyses the method available, this project will divide it into 2 parts which is:  

 
 According to PwC, when determining which valuation method to be used, practitioners often use combination of the methods based 

on the several characteristics, as follow:  
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 For early-stage companies, the valuation methods would differ from those applied to more mature companies. As provided in the 

table above, for valuation of companies in Idea to Seed and Seed to Start-up stages, the fixed ranges approach, the cost approach, 

and the scorecard valuation method might be used. When using the fixed ranges approach, incubators propose a ‘take or leave’ 

investment, which is based on the fixed ranges of capital offered in exchange for a share of equity. The cost approach sets the idea 

that an investor is willing to cover the costs that have already been incurred to get the target entity to its current stage. Finally, in 

order to assess the value of the target company using the scorecard valuation method, the potential investors have a list of criteria 

based on which the target entity and its peers are evaluated.   

 Valuation of companies in Early Growth and Expansion stages might be based on the venture capital (VC) and discounted cash 

flows (DCF) methods. Using the VC method, the value of the target entity is estimated as the value after a several years operating 

in the future or often called exit value. That value is then discounted to the present value using a discount rate. The DCF method is 

used for companies where cash flows can be reasonably estimated. The DCF approach is a valuation method used to estimate the 

value of the target entity based on its expected future free cash flows. Those cash flows are then discounted to the present value 

using an appropriate discount rate, being the weighted average cost of capital (WACC).  

 Finally, the companies that have reached the Sustainable Growth stage could be evaluated using the DCF or market multiples 

methods. When using the market multiples approach, the potential investors could consider either the current market price of 

publicly traded peer companies or the previous comparable transactions with disclosed multiples. In start-up valuation, the most 

often used multiples are enterprise value-to-revenue (EV/R), enterprise value-to-EBITDA (EV/EBITDA), enterprise value-to-EBIT 

(EV/EBIT), and enterprise value-to-free cash flows (EV/FCF).  

 After analyzing the alternative methods available, PT HIJ is in the phase of start-up to early growth stage, and hence most suitable 

to be using VC method, Scorecard method and Discounted cash flow method because they already operate in the market, have 

visible product, generating revenue but have limited historical as well as forecast data.  

III.A Discounted Cash Flow Valuation Process  

Using the DCF method can result in PT X to have either positive or negative cashflow, depend on the variables that were used as 

assumptions.  

Revenue  

According to research conducted by Grand View Research (2020), the compound annual growth rate or CAGR of delivery meal kit 

service will be 17,4% from 2022 to 2030. According to Market Watch (2022), the compound annual growth rate will be at 22,6% 

from 2021 to 2026. According to brand essence research (2022), prepared meals industry is expected to growth at 17,15% from 

2020 to 2027. Hence, taken the research data performed and for this paper purpose, the customer base will growth at the rate of 20% 

at the base scenario, 15% at the worst scenario, and 25% at the best scenario.   

Required Rate of Return  
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 As suggested by Plummer (1989), Scherlis & Sahlman (1988), Sahlman, Stevenson & Bhide (1988), Manigart & Witmeur (2009), 

and Damodaran (2009) a range of discount rate may be used when estimating the discount rate below:  

 
  According to detailed research by The National Bureau of Economic Research has stated that a 25 percent return on a 

venture capital investment is the average. According to detailed research by Cambridge associate, the top quartile of VC funds has 

average annual return ranging from 15% to 27% for 10 years holding period. In Indonesia, VCs have their own judgement when 

determining the required rate of return. For instance, Alpha JWC reported that they have invested in more than 30 companies and 

the rate of return is around 37%. According to Mr. Gusti from ABC Capital, the minimum required rate of return that they will 

consider will vary depending on the stage, such us 20% to 25% for expansion stage, 30% to 40% for early stage, and 50% for idea 

stage.  Thus, as the number are comparable, 35% will be used as a discount rate for this valuation project. 

Timeline  

According to Ajinkya et al. (2005) and Hutton et al. (2012), “document that timelines is an important determinant of forecasting 

accuracy”. The assumption will be categorized into 3 scenario which is base case that show the business will run with stable growth, 

best case which the company have more optimistic view compared to the base scenarios and worst case which which company 

predict a slower growth compared to the base scenarios in the future. The forecast year less than 5 years would be too short to be 

useful, and over 10 years is too difficult to predict for most companies. Hence, considering the market that PT HIJ operates in, the 

forecast timeline for the valuation is 10 years.  

DCF Valuation Result  

Table below is the summary of the valuation of PT HIJ considering the probability of the case occurrence:  

 
 

III.B Venture Capital Method Valuation Process  

 The model suggests that the first step is to determine the terminal value. Terminal value can be a benchmark to a similar company 

and the other way is using multiple such as revenue multiplier. The information for market multiple especially in Indonesia market 

is very limited to none. Next, Discount terminal to present value using investor target required rate of return to get post financing 

valuation.  

 However, there is some information about the deals valuation for delivery meal kit industry in the US. For instance, Blue Apron 

closed a deal of funding round in 2015, backed by Bessemer Venture Partners, Fidelity, and First Round Capital, valued the firm at 

about $2 billion (2-3 times forward sales). Moreover, based on the subscription-based retail transaction as a proxy, venture capitalist 

believes that the acquisition can be value as high as 5 times revenue. Hence, for this project purposes, 3 times forward revenue will 

be used as a multiple valuation. The enterprise value/EBITDA and price/earnings transaction multiples are largely irrelevant, given 
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the lack of profitability for most meal-kit delivery services. Hence, Table below is the summary of the valuation of PT HIJ 

considering the probability of the case occurrence:  

 
 

III.C Scorecard Method Valuation Process  

Under the scorecard valuation method, the list of criteria is provided and the valuation is based on the input from the management 

of the company, and venture capitalist considering the current condition and future opportunity of PT HIJ with the assumption of 

IDR 500 million pre-money valuation as demanded by the company’s management team as the industry benchmark is not available. 

As follows:  

 
 

III.D Valuation Summary  

Based on the above valuation, the summary can be derived as follow:  

                         
  

 

  

  

  

 (200)  -  200  400  600  

DCF Method  

VC Method 

Scorecard Method  

IDR Millions  

Valuation Summary  

60  
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IV. SUMMARY AND RECOMMENDATION  

At the beginning of this paper, it can be seen that number of startups has been growing rapidly, also accelerated by the COVID-19. 

We have also identified the reason of failing startup, business environment of the company and also valuation method. However, 

every company have different lifecycle and each of them have their own terms, risk, financing method, and valuation method.  

Based on the company outlook, and business outlook, the company still have potential to succeed in the market and getting the 

funding. The valuation analysis performed will benefit the company as well as the founder. For instance, it provides an accurate 

industry benchmark and can make it easier to obtain funding from lenders and financial organizations. Regular business valuations 

ensure you can plan strategically and grow at the right time. They also highlight areas that need attention before your business can 

achieve the desired growth. Other than that, when opportunities for investment, private equity injection or strategic partnerships 

arise, decisions need to be made quickly. A business owner who understands the true value of their business can take full advantage 

of these opportunities. A business valuation report covers your business’s history, legal structure, financial information and a range 

of other factors. Thus, it provides a snapshot of the business performance in the current industry climate.  

 Based on the valuation performed, PT HIJ valuation resulting in an enterprise value ranging up to IDR 470 million, with the median 

of valuation at IDR 262 million. As the founder or the management team already have a number in their mind, better understanding 

on how to evaluate their business, what consideration need to be taken as discussed in this project. The founder of the company can 

try to search for a funding by proposing business deck to the investor such as venture capital.  
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