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Abstract
The ease of service provided by FinTech enables MSMEs to run business operations to
overcome problems such as capital and financial convenience. This study will describe
the loan and payment services by using FinTech as a solution to the existence of MSMEs
in Indonesia. To make it easier, we combine descriptive and qualitative research methods
to explore the problem, research objectives, and affirmation of conclusions. The study has
illustrated how the service of financial technology for the survival of MSMEs. There are
two facilities offered by FinTech for MSMEs in Indonesia, i.e ease in obtaining loans and
conducting business transactions. This can be a valuable opportunity for business people
who use FinTech in the process of payment transactions with consumers because it can
increase people's purchasing power for MSMEs products.
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1. Introduction
In the past decade, the financial industry has experienced many changes and
developments. Traditional banks have changed significantly over the past decade and, at
the same time, new financial service concepts have emerged. FinTech, as a new term in
the financial industry, emerged as a form of transformation of the financial technology
sector in a variety of industrial operations, companies, public and private organizations.
FinTech is the use of innovative technology to provide financial services and products
that offer a convenient and user-friendly way to manage finances for producers to
consumers compared to traditional methods (Ansari et al., 2018). FinTech is also referred
to as the future of banking and finance which only provides technology for financial
services.
The financial industry, without doubt, becomes a very important part of society in
everyday life throughout the world. The emergence of FinTech as a "buzz word" is a
challenge that must be considered related to the financial industry and information
technology. According to disruptive innovation theory, FinTech can be classified in two
categories, namely "Sustainable FinTech", for established financial service providers who
work to protect their market position by using information and technology through
additional innovation and "Disruptive FinTechs" which is a new company that challenges
the establishment providers by offering new products and services. These businesses have
a new business model that promises flexibility, security, efficiency, and opportunities than
traditional financial services (Milian et al., 2019).
For the Micro, Small and Medium Enterprises (MSME) sector unit in Indonesia, the
presence of FinTech is a breath of fresh air. At present, the problem faced by MSMEs in
Indonesia related to finance is the lack of access to loans. Juwita (2016) from her study
explained that the lack of access to capital/loans experienced by MSMEs is a barrier that
is often mentioned. This refers to the results of a company survey from the World Bank in
2009 which showed that access to finance was the biggest investment obstacle for
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developing MSMEs in Indonesia. In addition to these obstacles, it appears that MSMEs
only receive bank loans of Rp 579.3 trillion or only account for 18.8% of the total
outstanding loans (Asian Development Bank, 2015).
Another problem that is still faced by the MSMEs is inefficiency in conducting cash
transactions and payments through traditional banks. In Southeast Asia, Indonesia is a
country with a relatively low level of non-cash transactions, namely 0.6% of total retail
non-cash transactions while the country of Thailand has reached 2.8%, Malaysia 7.7%,
and Singapore which reached 44.5% (Sutarmin & Susanto, 2017).
The ease of service provided by FinTech allows MSMEs to carry out business
operations using intelligent agents in overcoming these problems. The startup called
FinTech offers more efficient and economical services that are present compared to
traditional business models. With all financial services provided by FinTech, it can help
the MSMEs sector to compete in the global economy through mobile payments, money
transfers, and loans. FinTech is considered innovative because it can easily connect all
business lines into one platform.
Recognizing the important role of FinTech in MSMEs sustainability in Indonesia,
discussion of FinTech services that can support MSMEs sustainability is very important.
Therefore, this study will describe loan and payment services by utilizing FinTech as a
solution for the development of Indonesia's MSMEs.

2. Related literature
Financial Technology (FinTech) is an industry that moves very quickly and
dynamically where there are many different business models. Financial Technology
also referred to as FinTech, is a new financial service model developed through
information technology innovation (Dorfleitner et al., 2017; Hsueh, 2017). FinTech
is a service that combines technology and finance where this service provides
innovation to businesses, such as MSMEs.
There are three types of financial technology, namely Third-party payment
systems, which are examples of payment systems through third parties, i.e
crossborder EC, Online-To-Offline (O2O), mobile payment systems, and payment
platforms that provide services such as bank payments and transfers. Then, Peer-toPeer Lending (P2P) is a platform that brings lenders and borrowers through the
internet. P2P provides a credit and risk management mechanism. This platform
helps lenders and borrowers meet their individual needs and generate efficient use
of money. Also, there is Crowdfunding which is a type of FinTech where a concept
or product such as design, program, content, and creative work is published publicly
and for people who are interested and want to support the concept or product can
provide financial support. Crowdfunding can be used to reduce entrepreneurial
financial needs, and predict market demand (Hsueh, 2017).
In the last few decades, several previous studies on micro, small, and medium
enterprises (MSMEs) have attracted attention, because this business sector has a
fundamental contribution to economic performance. In total, there are 90 - 99% of
companies in various parts of the world are small and medium enterprises
(MSMEs), including most small or micro-businesses. Business trends so far, such as
flexible production, downsizing, outsourcing, and franchising, MSME support, and,
as a result, MMSME plays a more important role in stability, creating employment
and economic development of a country (Gutierrez et al., 2015 ).
Loan management by MSMEs is also still a problem (Hwarire, 2012). This is
caused by several challenges faced by MSMEs such as lack of collateral, business
environment, and poor asset management procedures (Naidu & Chand, 2012).
Although there are currently institutions that provide services and guidance on
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managing credit or loans, there are still many MSMEs that experience difficulties in
managing loans. This is due to the high cost of training, and the lack of awareness
of MSMEs managers about the importance of training (Addotei, 2012).
With the financial financing for MSMEs through the FinTech system, it is
expected to be able to increase the thud of business. The system as a set of elements
that are combined for a common goal (Murdick et al., 1993).
System quality is a characteristic of inherent information about the system itself
where the quality of the system refers to how well the hardware, software, and
policy policies of the information system can provide the information needs of users
(Delone & McLean, 1992). A quality system must be able to provide enough
information to support decision making in a company (Seddon, 1997).

3. Method
We use descriptive and qualitative study models to explore the role of FinTech in
developing MSMEs in Indonesia. Please note, this type of descriptive qualitative research
is a combination of descriptive and qualitative research. This type of descriptive
qualitative research is a research method that utilizes qualitative data and is described in
descriptive history. This type of descriptive qualitative research is often used to analyze
events, phenomena, or social circumstances.
Qualitative research as a research procedure that produces descriptive data in the form
of words written or spoken from people and behaviors that can be observed (Bogdan &
Taylor, 1992; Moleong, 2010). Meanwhile, the descriptive method is a method in
examining the status of a group of people, an object, a set of conditions, a system of
thought, or a class of events in the present (Nazir, 2011).

4. Discussions
For MSMEs, it becomes complicated and time-consuming when it comes to
maintaining financial processes. With the development of FinTech, all processes will be
run with an online system. Indonesia has implemented various regulations and programs
to encourage the use of FinTech. For example, as stated in the Financial Services
Authority Regulation Number 77/POJK.01/2016 concerning Information TechnologyBased Money Loan Services, Republic of Indonesia Financial Services Authority (OJK)
Regulation Number 13 of 2018 concerning "Digital Financial Innovation". The existence
of these regulations is so that the speed of technological progress in the digital financial
industry can be managed which will be able to provide maximum benefits for the
community.
The Indonesian government sees the potential of the Indonesian economy resting on
MSMEs. The MSMEs sector is the savior of Indonesia from inflation and the global
crisis. In the last five years, the contribution of the MSMEs sector to gross domestic
product (GDP) increased from 57.84% to 60.34% (Prasetyo, 2017). With the large
contribution of MSMEs to the state, the government is also pushing MSMEs towards
digital to further expand the market reach of MSMEs businesses. The Ministry of
Communication and Information of the Republic of Indonesia specifically targets the
economic vision of Indonesia 2020, namely "The Digital Energy of Asia" with a target
growth of e-Commerce transactions of USD 130 billion (Ministry of Communication &
Information of the Republic of Indonesia, 2017). The steps taken by the government
began to be seen from several programs and facilities prepared by both the central and
regional governments in supporting the growth of MSMEs and community
entrepreneurial interests. At present, at the City and Regency level, incubation facilities
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for centralized micro-businesses such as Technopark, Creative Houses, and Regional
Business Development Centers have been provided.
According to research conducted by the Center for Digital Society (CFDs) of Gadjah
Mada University from 12 cities in Indonesia, several local governments have collaborated
with local technology companies and digital communities to provide additional facilities
such as Wi-Fi, machines, computers, and prepare human resources digital literacy. On a
national scale, the Ministry of Communication and Information of the Republic of
Indonesia cooperates with PT. Kreasi Bisnis Indonesia launches the "1000 Start-Up
Movement" which encourages the growth of entrepreneurial interest in society by utilizing
technology as a driver of its business.

Figure 1. Five Countries with the most startups in the World, 2019
Source: Startup Ranking (2019)

Based on the Startup Ranking website as of March 21, 2019, the number of
Indonesian startups (technology-based startups) reached 2,074. The number puts
Indonesia in the fifth position as the country with the most startups in the world.
The country with the most startups is the United States, which reached more than 46
thousand. Then followed by India having 6,181 startups, then Britain totaling 4,909,
and Canada with 2,489 startups.
The best startup in the world according to startup ranking is Medium. An
American site that provides reading, writing, and ideas for everyone gets a score of
90 and 91. Meanwhile, the best startup from Indonesia is Bukalapak with a score of
87.71 and is ranked 18th in the world today (see Figure 1).
For example, there are initiatives from government and non-government
organizations to promote a business. There are also educational institutions that are
intended for exclusive entrepreneurship education, such as in India. However, the
outcome which is an entrepreneurial conversion rate is very low, because risk and
family background are the limiting factors (Senthamil, 2020).
Apart from payment, credit and loan issuance are other core functions of the
modern financial system. However, its weakness is that traditional banking services
are inadequate for many segments of society (Chen & Sergi, 2018). The problem is
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that not all MSMEs can meet so many requirements that are proposed for obtaining
loans to the lack of credit for small and medium enterprises.
Since its appearance, FinTech has disrupted the traditional lending market. More
efficient and economical services are offered, generating growth opportunities for
the most promising segments, such as the credit industry. In this case, the service
provided by FinTech is not only an innovation but also inclusion. Attractive services
are an alternative for those who need fast and cheap financing for company
maintenance, which as a result will result in increased expectations for the survival
rates of micro and small businesses (Pinochet et al., 2019).
The FinTech loan platform, which was first created around the financial crisis,
has developed rapidly. They are often referred to as crowdfunding, marketplace
loans (MPL), or peer-to-peer (P2P) loans (Jigtiani & Jhon, 2018). Peer to peer
lending is a marketplace, virtual e-commerce space, which offers loans rather than
products. As a form of financial disintermediation, disruptive technology driven by
the internet, economic collaboration, or even as a platform that provides loans to
people who are excluded from the traditional system, P2P presents the potential to
solve the problems of formal lending markets, such as credit rationing, lack of
financing or even obtaining financing. at a high level due to a lack of supply
(Pinochet et al., 2019).
Unlike traditional lenders, FinTech lenders utilize large data and complex
alternative data to make fast (almost instantaneous) credit decisions. FinTech
lenders have joined the shadow banking sector in offering banking and other
financial services, providing convenience and services that are faster than traditional
companies without having to comply with the same regulations as traditional
companies. FinTech lenders have provided challenges as well as challenges for
traditional financial institutions and consumer opportunities (Jigtiani & Jhon, 2018).
OJK Regulation Number 77 the Year 2016 which contains digital-based loan
services regulates how the loan mechanism is between the borrower and the loan
provider. At least, there are several points listed in the regulation including the
mechanism of recording and registration, monitoring and supervision, the
establishment of a lending ecosystem, security, and sanctions.
There are several utilities offered by FinTech with loans offered including the
perception of convenience concerning credit services, transactional distance,
privacy, trust, social influence, and innovation (Pinochet et al., 2019).
One of the core functions of traditional financial institutions is to facilitate
payments. Banks as financial institutions have become intermediary payment agents
between payers and payees. However, along with the development of the payment
system needs through traditional banks are notoriously slow, inefficient, and
expensive.
Today's consumers will prefer the convenience of doing all transactions, such as
in the digital market. In the digital market, which is supported by smartphones
where so many business transactions including transactions carried out by MSMEs
are done via smartphones, such as payment transactions, investments, or online
purchases. Smartphones have become a front-end device for digital markets where
customers, suppliers, and investors conduct business transactions directly or
indirectly and are also used as a tool to manage business remotely (Ansari et al.,
2018). Because of the large number of business transactions carried out with
smartphones, business organizations should embrace cellular technology by
developing cellular business platforms. The digital market as a platform acts as a
business intermediary that connects all business people.
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Digital payment is one solution to the inefficiency of payment systems through
traditional banks. Through digital payments provided by FinTech companies
business transaction processes become faster, safer, and easier for business people.
The superiority of the digital transaction process will be able to attract more
consumers to provide business benefits for MSMEs players.
Chen (2018) in his research stated that in China, AliPay as a payment service
launched by e-commerce giant (Alibaba), which was launched in 2012 has attracted
451 million active users and has around 153 million daily transfer actions.
According to a recent report by the Alibaba Group, many Chinese do not have
access to banking services, AliPay allows them to buy goods or services for the first
time without using cash. In India, a similar service PayTM has been launched and
has developed a similar service. Founded in 2010, the company received a large
capital injection from the Alibaba group at the beginning of its operation. Indian
society has relied heavily on cash transactions, which are plagued by counterfeiting
and taxes. With PayTM, even rickshaws in the country can be paid electronically,
practically, and cell phones are the main banking tool for the average large number
of Indians.
Seamless transactions refer to benefits related to transactions using FinTech (for
example payment transactions). A smooth transaction process is an important
characteristic of FinTech transactions that eliminates traditional financial
institutions in the financial process. This allows users to manage transactions on a
platform that is cost-effective, simple, and fast. Furthermore, financial providers (ie,
IT companies) can create and offer something new, innovative, and customer friendly in financial services to users. They directly provide products and services
through unlimited transactions. The seamless transaction induces that FinTech
companies can develop new and innovative financial products and services to
compete with traditional financial institutions (Ryu, 2017).
FinTech has the potential to benefit underserved consumers worldwide. The
existence of benefits provided such as completing the financial transaction chain.
This can be a golden opportunity for MSMEs business people who use FinTech in
the process of payment transactions with consumers because it can increase the
purchasing power of the community for MSMEs products.

5. Conclusions
This study illustrates how the service of financial technology for the survival of
MSMEs. There are two facilities offered by FinTech for MSMEs in Indonesia, namely the
ease of obtaining loans and the ease of doing business transactions (payments). The loan
services provided by FinTech are not only an innovation but also inclusion. Attractive
services are an alternative for those who need fast and inexpensive financing for company
maintenance, which as a result will result in increased expectations for the survival rate of
MSMEs.
In payment transactions, FinTech can provide convenience, innovation, security, costeffective, simple, and fast for both sellers and buyers with its services. They directly
provide products and services through unlimited transactions. FinTech has the potential to
benefit underserved consumers worldwide. The existence of benefits provided such as
completing the financial transaction chain. This can be a golden opportunity for MSMEs
business people who use FinTech in the process of payment transactions with consumers
because it can increase the purchasing power of the community for MSMEs products.
For additional information, communication, learning, entrepreneurship, and technical
skills are significant skills needed by entrepreneurs for their sustainability. Developing all
these skills is not a daily matter (Sumathy & Velmurugan, 2020). Besides, by
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understanding social media, it will be more helpful for the sustainability of MSMEs or as
a business liaison with the world and its positive results on performance and growth
(Wenkateswaran & Sundaramoorthy, 2020).
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