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Abstract: Reviewing the trend of financial technology is the aim of this study.  Business development through online business increasingly massif, it is 
penetrating other business areas including the financial sector. Financial technology (fin-tech) as the emerging market that becomes a new business 
model, providing financial services based on technology. The slow progress of banking digitalization in Indonesia which is only 10% compared to cash 
service, become easiness of entrance of fin-tech companies. The limitations of instrument banking particularly in infrastructure and human resources, 
they can not ignore the fin-tech movement and expected to cooperate and collaborate with fin-tech companies to reach the market and provide wider 
and more efficient services. 
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1 INTRODUCTION 
Banking as a measurement of the progress of an economy 
must adjust to dynamic changes, digital technology trends 
have changed the landscape of the banking industry in 
Indonesia. The emergence of financial technology or Fin-
tech was greeted with a variety of responses by the banking 
community and financial institutions. Some immediately 
prepared a variety of counter-strategies, collaborative plans 
and those who are still waiting and seeing the next Fin-tech 
development. In environmental analysis, Fin-tech is an 
emerging market or industry that is newly formed or 
reshaped with the creation of several factors, such as new 
technology changing buyer needs and identification of needs 
that are not met by suppliers (Porter, 1996). According to 
Dorfleitner, Hornuf, Schmitt, & Weber (2017), The FinTech 
firms facilitate its customers with services that are faster, 
more efficient, easy to use and transparent than traditional 
services that have previously been enjoyed by customers. In 
the Indonesia demography structure with a population of 
approximately 240 million, and almost 56% are young people 
who are very familiar with digital with high internet usage. 
This group of young people is one of the new markets that 
need to maintain. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Table 1 List of Top 25 Countries Ranking of Internet Users 
2013-2018 (in millions) 

 

No. Country 2013 2014 2015 2016 2017 2018 * 

1. China 620,7 643,6 669,8 700,1 736,2 777,0 

2. America (USA) 246,0 252,9 259,3 264,9 269,7 274,1 

3. India 167,2 215,6 252,3 283,8 313,8 346,3 

4. Brazil 99,2 107,7 113,7 119,8 123,3 125,9 

5. Japan 100,0 102,1 103,6 104,5 105,0 105,4 

6. Indonesia 72,8 83,7 93,4 102,8 112,6 123,0 

7. Russia 77,5 82,9 87,3 91,4 94,3 96,6 

8. German 59,5 61,6 62,2 62,5 62,7 62,7 

9. Mexico 53,1 59,4 65,1 70,7 75,7 80,4 

10. Nigeria 51,8 57,7 63,2 69,1 76,2 84,3 

11. English 48,8 50,1 51,3 52,4 53,4 54,3 

12. France 48,8 49,7 50,5 51,2 51,9 52,5 

13 The Philippines 42,3 48,0 53,7 59,1 64,5 69,3 

14. Turkey 36,6 41,0 44,7 47,7 50,7 53,5 

15. Vietnamese 36,6 40,5 44,4 48,2 52,1 55,8 

16. South Korea 40,1 40,4 40,6 40,7 40,9 41,0 

17. Egypt 34,1 36,0 38,3 40,9 43,9 47,4 

18. Italy 34,5 35,8 36,2 37,2 37,5 37,7 

19. Spanish 30,5 31,6 32,3 33,0 33,5 33,9 

20. Canada 27,7 28,3 28,8 29,4 29,9 30,4 

21. Argentina 25,0 27,1 29,0 29,8 30,5 31,1 

22. Colombia 24,2 26,5 28,6 29,4 30,5 31,3 

23. Thailand 22,7 24,3 26,0 27,6 29,1 30,6 

24. Poland 22,6 22,9 23,3 23,7 24,0 24,3 

25. south Africa 20,1 22,7 25,0 27,2 29,2 30,9 

Total of Users 2.692,9 2.892,

7 

3.072,

6 

3.246,

3 

3.419,

9 

3.600,

2 Source: www.eMarketer.com*) Prediction 
 

The table data clearly shows that Indonesia was in the six 
rank internet users in the globe. However, the development 
of digital banking in Indonesia is still very low, if seen from 
the current cash transactions, it is still not more than 10% in 
all of Indonesia. Base on Economics News (2016), though 
almost 200 years the bank was established in Indonesia, 
namely the Java bank in 1828 until now there are only 80 
million customers with accounts of around 170 million.  It 
means that there are still prospects that have not been fully 
exploited by the banking sector. Based on the data of table 
1, internet users in 2016 reached 102.8 million, and are 
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expected to continue to grow and develop. Moreover, the 
support of smartphone growth trends, fast connections and 
the use of social media that so massive making the financial 
business competition not only from banking or financial 
institutions but also competitors from the field of information 
technology (fin-tech). The great potential of e-commerce as 
one of the fields of online business and direct support from 
President Joko Widodo for the development of business 
digitalization has encouraged several start-up companies in 
Indonesia that have already existed and new players to 
explore the financial sector. Kaskus and Kaspay are 
examples of sites that were originally a discussion forum 
developed into a buying and selling forum and now have 
their own payment methods. Besides competing with banks 
for its services, it also competes with other payment 
instruments such as Paypal, Alipay and so on. In a previous 
study conducted by Setyowati 2004 concluded that the 
overall banking situation was in high competition.  
Subsequent research conducted by Sutardjo et al (2011), 
from the results of a partial analysis of State-owned banks 
(BUMN), National Sharia Banking (BUSN), Regional 
Development Bank (BPD), Mixed Banks, and Foreign Banks, 
it was concluded that the group of mixed banks and foreign 
banks strengthened their competitive position compared to 
other bank groups. These two bank groups rely on non-
interest income as the basis of competition, compared to 
other bank groups that still rely on total interest income 
(Sutarjo and Daryanto, 2011). Base on these problems, the 
focus of the study in this study is: (1) How to describe the 
change of the map of banking competition which previously 
was from the internal industry and afterward emerge  new 
competitors from outside the banking industry, (2) What is 
the banks strategy in Indonesia to compete with newcomers 
and substitute products offered by start-up companies (fin-
tech). 
 

2 LITERATURE REVIEW 
One of the most dramatic forces that shape human life is 
technology. Over the years technology has produced 
changes and wonders. Change is very dominant in the 
process of business activities, which are sourced from the 
external environment (external change driver) and from the 
environment in the company (internal change driver). The 
most dominant external changes are: technology, economy, 
and market (Suliyanto, 2010). Technology is very important 
for all companies. So pervasive the technology at the 
present that it is useless to differentiate between business 
and technology and non-technology industries. There are 
only technology, companies, and innovation. Especially in 
the phase of the technological revolution, industry 4.0 has 
created global uncertainty, all stakeholders ranging from the 
public sector, private sector, government, to the general 
public. They must be able to manage the industry 4.0 
challenges into opportunities (Setianingrum and Hidayat, 
2019) . 

 
Competiton Area Determination 
Competition analysis begins by identifying the structure of 
the structure in which the organization will compete and 
outlining its characteristics. Understanding the market 
structure of products and market segments is very useful for 
identifying competitors and as a guide for analysis. Donald 
R. Lehman (1991), mentions several sources and structures 

of competition: 
1) Brand competition, The forms of direct competition 

occur between the type and form products at the 
same brand in the market. 

2) The type and Form of Product competition, This 
competition includes two or more types of products. 

3) Generic Competition, This competition is indirect but 
how to identify the needs and desires of consumers 
who want to be satisfied with limited resources in the 
organization 

4) Geographic Competition, Competition can occur in a 
global, multinational, national, regional or 
metropolitan. 
 

Pierrakis and Collins (2013) affirm that innovation can 
change and shift the structure of an industry. Blurring 
industrial boundaries, revolutionizing the way companies in 
the production process, service distribution and providing 
opportunities for the emergence of new regulations and law 
enforcement systems. 
 
The Concept of Competitive Advantage 
Competitive advantage should be seen as a dynamic 
process rather than as a final result. An analysis of 
competitive advantage shows its differences and uniqueness 
among competitors. Some elements of competitive 
advantage as follows: 

1) Source of excellence 
a. Superior skill 
b. Superior resource 
c. Superior control 

2) Position Excellence 
a. Superior consumer value 
b. Low cost 

3) Final Results 
 
Identification of New Competitors 
New competitors usually come from three main sources (1) 
companies that compete in related markets; (2) companies 
related in technology; and (3) companies which are targeting 
almost the same group of consumers. The following 
conditions indicate how new competitors enter the market: 

1) High-profit margins to be achieved by the market 
authorities 

2) Interesting opportunities for future market growth 
3) There are no barriers to entering the market 
4) Competition is limited to one of several 

competitors 
5) Getting an equivalent competitive advantage 

(better) than an existing company to serve the 
market, can be done easily 

 

3. RESEARCH METHODS  
This study uses a qualitative method of phenomenology by 
understanding the core of the experience of individuals or 
groups related to a particular phenomenon. Qualitative 
research is a research method used to examine natural 
object conditions, where the researcher is a key instrument, 
data collection techniques were carried out by triangulation 
(combined) with data in the form of literature, and 
documentation. Data analysis is inductive, and qualitative 
research results emphasize more meaning than 
generalization. In this case, what is being investigated is the 
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phenomenon of the emergence of competitors or new 
entrants (startups based on technology with a new platform, 
Financial Technology / Fin-tech), from outside the banking 
environment. 
 

4. DISCUSSION 
 
Business Model of Financial Technology 
The beginning of the booming use of the internet, banks and 
other financial institutions may never have predicted that 
online businesses would enter the financial business. In the 
operational process, the Fin-tech company still uses banks 
to save money, but in terms of products similar to banking 
products such as financing or products that are not yet 
owned by some banks, such as payments. Some Fin-tech 
companies also have applications that provide features and 
services that can transfer funds between banks at lower 
costs than banks. Other applications, Fin-tech can 
consolidate several balances into one like cash management 
services in banking. Since the advent of peer-to-peer lending 
based on information technology or financial technology peer 
to peer lending is expected to be one solution to increase 
financial inclusion and dependence on moneylenders. Fin-
tech firm as a newcomer in the financial industry, the most 
dominant entry in the core business of financial institutions is 
the credit sector. At this level, fin-tech as a newcomer utilizes 
a global technology platform. so as to be able to provide 
services that are superior to traditional financial institutions in 
the form of crowd-funding, peer to peer lending that provides 
more efficient services, save time and costs, and 
requirements that are quite flexible. Since the formation of 
the Financial Technology Association on September 17, 
2015, and Indonesian Financial Services Authority (OJK) 
complements ordinance, in the form of Financial Services 
Authority Regulation Number 77 / POJK.01 / 2016 
concerning Technology-Based Money Lending which was 
published on December 28, 2016. Earlier in this period, 
financial technology scheme, Peer to peer lending has been 
running its business even though there were no regulations 
to regulate it and until now there has been the start-up 
companies or fin-tech that operating in Indonesia. 

 
Financial Technology and its Types 
Financial Technology is engaged in different services, 
including: 

1) Payment service 
This financial technology company is engaged in 
payments. This company provides payment services 
without using cash that can be used for online 
transactions, for instance: iPaymu, FinPay, IonPay. 

2) Information financial technology 
A fin-tech company whose service is to compare the 
strengths, weaknesses of one financial product with 
other similar products, for example, credit cards, 
insurance, deposits, and also Islamic banking 
products. Examples of companies: DuitPintar.com, 
Cekaja.com, Ngaturduit.com. 

3) Financial SaaS 

SaaS (software as a service),  Financial technology 
provides services in the form of financial software 
for business owners, as well as companies. The 
application provided is in the form of income and 
expense calculation application, calculation or 
cashier application, and accounting application. All 
applications generated by financial SaaS are 
internet-based, making it easier to store data such 
as Jojonomic.com 

4) Shopping and Online Investment. 
These investment instruments are in the form of 
shares, mutual funds, foreign exchange, and others.  
Financial technology services for the capital market 
you can make investment purchases and manage 
investments through the website provided, for 
example, Bareksa, Stockbit. 

5) Digital insurance 
Insurance services for customers by utilizing digital 
technology. Some insurance companies have made 
use of web portals to offer insurance products, issue 
policies, and receive claims reports, for example, 
MIR brokers.com. 

6) Crowd-funding 
Fundraising by inviting many people to donate or 
invest some money, with a lot of deposits, the end 
result will be large. Crowd-funding can be profit-
oriented or social, for example, kitabisa.com, 
ayopeduli.com. 

7) Peer to Peer (P2P) Lending 
Lending and borrowing activities are carried out 
online in a container called the marketplace. An 
investor together with other lenders can fund 
simultaneously by lending money to various loan 
offers submitted by the borrower. Conversely, 
borrowers who obtain financing will return the loan 
along with additional funds to the lenders who fund 
it. The additional amount depends on the agreement 
between the organizer  (financial technology 
Companies) and the user. One example for this 
company is investree which currently works with one 
of the state-owned banks which provides in 
microfinancing. 
 

Other innovations and developments from FinTech are 
cryptocurrency and BlockChain, new digital trading and 
advisory systems, artificial intelligence and machine learning, 
peer-to-peer lending, crowd equity funding, and mobile 
payment systems (Al Ajlouni and Al Hakim, 2019). 
Dorfleitner et al. (2017) has classified fin-tech companies 
into 4 types according to core business, namely (1) 
Financing, which provides crowdfunding and peers to peer 
lending businesses; (2) Asset Management by providing 
social trading, personal finance, and investment banking 
services; (3) Payment, offering alternative payment methods, 
blockchain and cryptocurrencies services; (4) Other fin-tech, 
providing other services such as insurance, search engines, 
and comparison sites 
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Table 2 Fintech Companies in Indonesia 
 

No Financial Technology Companies Type of Service 

1 Investree P2P Lending and crowdfunding 

2 KoinWorks Investment in MSME 

3 ModalKu Funding Rp 50 million to Rp 500 million 

4 Amartha Investment in MSME 

5 Alami Fintech Investment in MSME 

6 Indves Funding / Crowfunding Sharia based 

7 Cekaja Comparison of financial services. 

8 Finansialku P2P Lending and crowdfunding 

9 Cermati Credit cards, loans and deposits 

10 Atur duit Comparison of loans, mortgages, loans, insurance, savings 

11 HaloMoney Loans without collateral, credit cards 

12 Duit Pintar Educational loans 

13 KreditGoGo Comparison of financial services 

14 Bareksa Buying and selling Online mutual funds 

15 Premiro Purchase insurance products 

16 Bibitnomic Savings and mutual fund investments by saving  

17 Indogold Buy investment gold online 

18 Pinjam online pawn services 

19 Uang Teman unsecured loans 

20 Kredivo Loans for online shopping 

21 Akulaku Loans for online shopping 

22 Cicil Loan services for online student 

23 Dana Bijak Micro Loans 

24 Gerai Dana Cepat loans with BPKB Vehicles 

25 KreditCepat Micro loans 

26 Doctor Rupiah Micro loans Rp 500 thousand to Rp 2.5 million 

27 Julo Fast loans with photo collateral and personal documents 

28 TunaiKita Fast loans 

29 Crowdo P2P Lending and crowdfunding 

30 Taralite P2P Lending and loans to the online merchant 

31 Klik ACC loans and Investments 

32 KitaBisa Crowdfunding and collecting Social Fund 

33 Akseleran Investment in SMEs 

34 GandengTangan Crowdlending for business owners Social 

35 DanaDidik Funding for students 

36 EthisCrowd Crowdfunding sharia for the purchase of property 

37 KrediVest P2P lending 

38 TaniFund Crowdlending for farmers 

Source: Indonesian Fintech Association 
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According to The Chairman of the Indonesian Financial 
Authority, that until now, the amount financial technology 
companies in Indonesia 800 companies. However, among of 
their license have revoked. 

 
 

 
 

 
 

 
 
 
 
 
 

Figure 1 Flow of Peer to Peer Lending  in Fintech 
Companies 

Source: Indonesian Financial Technology Association 
 
The chart interpretation: 

1. Prospective borrowers / MSMEs access the 
site or mobile application provided by financial 
technology providers. 

2. If the conditions specified by the organizer of 
financial technology and financing are in 
accordance with what is needed by the 
prospective borrower.  Registering immediately 
and fulfill the requirements and follow their 
directions, for example by submitting a 
business proposal and what percentage of 
interest or return is covered, its the time period. 
Uploading the Identity Card, electronic 
signature, or other steps in accordance with the 
direction of the process from the financial 
technology provider of peer to peer lending. 

3. The organizer conducts a survey to the 
borrower's place and if the funding proposal by 
the borrower is approved, this agreement can 
be done no later than 4 days or according to 
the provisions of each financial technology 
company and then displayed on the financial 
technology dashboard. So, when there are 
prospective investors who visit the financial 
technology dashboard and are interested in 
funding, they can immediately register as an 
investor and sign a contract with a financial 
technology company, this contract is also 
signed online. 

4. Investors can determine the borrowers/MSMEs 
to be financed, investors do not need to lend 
funds as much as needed by the borrower, but 
simply place the funds in accordance with their 
wishes. 

5. After the contract is approved and the 
borrower's funds have been collected, the 
organizer provides funds, if due, the borrower 
must pay the installments through the 
organizer's escrow account. 

6. If the payment made by the borrower is 
successful, it will be forwarded to the investor 
through his virtual account. In this case, the 

organizer gets an administration fee from the 
borrower of 3% and a fee from the investor of 
3-4%, depending on the provisions of each 
organizer. 

 
As can be seen from the figure about the loan distribution 
process. In general, financial technology companies can be 
simpler than banks. The distribution process in general 
banking is as follows (See appendix 1) From the analysis of 
competitive advantage, financial technology as an emerging 
market has the advantage and strength to enter the market 
(Imanuel, 2017): (1) Ease in utilizing service data access and 
ease of conducting transactions; (2) The ability to reach 
community groups that are not served by banking 
institutions; (3) More efficient operational costs and 
marketing costs; (4) technology-based product variants that 
are easily accessible. From the financing model and 
process, financial technology is more synonymous with the 
concept of Islamic financing because in crowdfunding 
investors can directly choose SMEs that want to be financed, 
can monitor the processes and developments of SMEs 
businesses that are financed every day. In cooperation, it 
can apply the principle of profit-loss sharing which is still 
difficult to apply in traditional banking. Initially, many bank 
managers saw fin-tech as a competitor, but now the mindset 
of bank leaders is shifting and more view fin-tech as a 
profitable opportunity to complement the traditional banking 
system with the latest retail banking services. This can be 
obtained through joint partnerships, service outsourcing, 
venture capital funding, or acquisitions (Lines, 2016). On the 
other hand, by collaborating with banks, FinTech companies 
that have diverse types of services as new companies will 
benefit fin-tech companies. They will get access to the global 
payment system and the partner bank customer base. 
Barriers to entry into the financial sector will be overcome 
and the trust of customers is getting stronger (Juengerkes, 
2016) BCBS (2017) provides a summary that financial 
technology presents opportunities and risks as the following 
table: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Borrowers / MSMEs 

 

Investor 

Dashboard Mobile 

Start Up Financial 

technology 

Companies 

4 

6 

3 

5 

2 

1 
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Table 3 List opportunities and risk emerged by Financial Technology Innovation 
 

 
Impact on consumer sector 

 
Impact on banks and banking system 

 

Opportunities 
 

A: Financial Inclusion for all parties 
B: Better and more tailored banking 

services 
C: C. Transaction costs are more efficient 

and faster services and precise. 

A. Improved and more efficient banking processes 
B. Innovative use of data for marketing and risk 

management purposes 
C. Potential positive impact on financial stability due to 

increased competition15 
D. Regtech 

Risks 
 

A. Confidential data 
B. Data warranty 
C. Discontinuity of banking services 
D. Inapposite marketing practices 

A. Strategic and profitability risks 
B. Increased interconnectedness between financial parties 
C. High operational risk – systemic 
D. High operational risk – idiosyncratic 
E. Third-party/vendor management risk 
F. Compliance risk including failure to protect consumers 

and data protection regulation 
G. Money laundering – terrorist financing risk 
E. H. Liquidity risk and volatility of bank funding sources 

Source: BCBS, 2017 
 

5. CONCLUSIONS AND RECOMMENDATIONS 
Financial technology companies as emerging markets or 
new business models in the financial sector began to erode 
the banking business and other financial institutions. Seeing 
this phenomenon the Indonesian Financial Services 
Authority (OJK) issued OJK Regulation No. 77 / POJK.01 / 
2016 dated December 28, 2016, to accommodate this new 
business condition, is expected not to burden the financial 
technology companies but how to create additional value, 
efficiency and can open more financial access. However, 
Islamic banking that faces the challenges of limited 
infrastructure and human resources (HR) in channeling 
MSME financing and other bank services, should be able to 
take advantage of the existence of these financial technology 
companies. In line with the direction of the development of 
traditional banking technology for banking digitalization 
services and the expansion of network without offices, 
Universal banking is advised to explore cooperation and 
collaboration between banking industry and financial 
technology companies as a marketing strategy for banking. 
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Appendix 1: The distribution process in general banking 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2 Commercial Bank Financing Scheme 
Source: Guidelines for Micro Financing at PT Bank X 
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