CHAPTERI
INTRODUCTION
1.1. Research Background

The rapid development on technology which is know The era of digitization, it
will feel more complete with the presence of digital innovation, namely fintech. The
term of fintech is a financial service using a technology that will facilitate the financial
transaction activities that we do anywhere and anytime. This fintech service technology
was originally introduced in 2004 by Zopa, which is an institution or financial
institution in the United Kingdom that runs money lending services, which then over
time, came Bitcoin in 2008 which was initiated by Satoshi Nakamoto.*

Along with the development of the times and technology, the spread of fintech,
especially the online loan service provider platform Peer to Peer Lending, is now
utilising the advancement of social media as a tool to promote and disseminate
information related to online loans. Here social media plays an important role for all
online lending platforms in promoting and disseminating information related to online
loans, because it has been proven that social media is very powerful to be used as a

communication tool to consumers.?

In 2018, Bank Indonesia defined financial technology as the result of a
combination of financial services and technology that eventually changed the business
model and style from conventional to modern. Previously, paying transaction had to be
face-to-face and carrying a number of cashing money, now it can be done by remote
transactions in making online payments that are so fast and accurate. it can be seen in

the amount of online growth which drive digitalisation for payment systems. In this
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current situation, digital payment types have evolved and started to replace traditional
forms of payment or cash.?

With the development of technology, fintech is able to handle and serve various
transactions, such as, Electronic Money (E-Money), Virtual Account, aggregator,
lending, crowdfunding and other online financial transactions. The following
transaction services are form of applications on technology in the financial sector.
Fintech has various functions which are believed to quickly developed rapidly.* At this
time, many of the fintechs that have been operating were even founded by conventional
companies. Some established companies that provide financial technology services
which are start-up companies or commonly called start-up companies. Develop the

activities of fintech services in Indonesia and are supervised by Bank Indonesia (BI).

In the beginning, the concept of financial technology or peer to peer fintech was
operated only for start-up companies or entrepreneurs who had just started managing
their business to be reached and recognised by banks such as MSMEs as a medium for
finding investors to help fund their business.® However, along with its development
and progress, the peer to peer financial concept has changed its function into
crowdfunding. The use of peer to peer financial concept is not only limited to start-up
businesses, but it has become general consumption for those who is willing to. There
are many crowdfunding services in Indonesia, so the government must be extra

involved in supervising the practices in the field.

In carrying out its duties and mandate as the Bank Indonesia, especially in terms
of regulating and supervising financial operations in banks, the Financial Services
Authority (OJK) has been assigned to take over the role of Bank Indonesia in
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supervising financial banks in Indonesia. With the hope that the examination of fintech-
based financial services will run more efficiently. Bank Indonesia transfers all activities
related to supervision in the field of banking both Sharia and conventional and other
financial institutions to the Financial Services Authority.® Since 31 December 2013,
the function of banking regulation and supervision has been transferred from Bank
Indonesia to the Financial Services Authority (OJK) in accordance with Article 55
paragraph (2) of Law No. 21 Year 2011 about the Financial Services Authority. All

banking related data and information will be transferred as well to OJK.’

Financial Services Authority (OJK) is an independent institution that organises
an integrated regulatory and supervisory system for all activities in the financial and
non-financial services sector. Supervision of the financial services sector, ranging from
capital markets to banking. While, the non-financial services sector such as pension
funds, insurance, and other financing institutions. In carrying out its duties, OJK stands
alone without interference from other parties. OJK has a number of functions and
authorities including regulation, supervision, examination, and investigation.® OJK
does not only supervise the running of financial institutions, it is also tasked with
protecting customers or people who invest and have ownership of shares in prenting
and fraud to not occur. Therefore, OJK controls all policies regarding the establishment

of financial institutions, both fintech and non-fintech. °

The presence of financial services authority is very important, in providing
comfort to customers, and justice for all parties. It cannot be denied that in Indonesia
there are lots of motives for scam and fraud to benefit certain parties without paying
attention to the people around us. especially with regard to things that smell like money.
One the things that has attracted attention lately is Fintech institutions that provide peer
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to peer lending online loan services. The article is still a lot of fraud and lack of
transparency regarding the top-up value of returns and the risk of using online loans by
online loan service providers to users or the public. Not a few have dared to raise their
voices regarding this matter, both from individuals and media crews. Nailul huda in his
interview by the media editor of Celios (Centre of Economic and Law Studies) said,
‘On the partial interest information, a survey from APJII shows that the main factor of
borrowing in online loans is cheap interest.'® Fintech institutions providing online loan
services consider this all an opportunity to do business. They do not think about people
who have limited information about the laws and procedures for using online loan
services. By promising low interest rates, Indonesians will flock to use online loan
services. One of the main factors that determine the interest in online loans is the
amount of interest rates that are very low. However, all of this is widely used by
fraudulent online loan service providers to not provide transparency of the top-up value

or interest rate value in detail to customers.

Islam tells us to always act honestly in every matter, including when we transact
in any matter. Transparency must be carried out between the two parties involved in
the transaction so that the transaction is clear and no one is harmed. Allah SWT.
Explains in his word QS. Al-Bagarah verse 282 which says:

TP PRV R 5 Jal I oy 51513 1 3k (Al

s Gall adle coall (ually CEGR G e U8 A8 i s b Vs Ol
. 3 1 (%0 - 1 (200 & _ % 0% B2 e ’.E:o/.}" o % - &} LA P
fobia Y 3 Wela 5l gadl Gall e coll IS ol Bk b Gudy W g 405 )
,;aﬂ,‘,“e./.c‘;’,,i o0 - 2 % zo opy o s d o1
SU5K Al 8 L B (3 1 300 5 Tl A5 Ll b (L ()

G AT agaad) 5838 Leguad) (sl (¢l (s (30035 (s (315315 08

T

RIAT 158 5115 6 5886 5113408 ¥ 5 T580 W 130 gl i ¥

10 BPR Tanadoang, “OJK Didesak Celios Agar Mengatur Bunga Dan Biaya Layanan Pinjol Lebih
Transparan,” BPR Pesisir Tanadoang, 2023, https://bprtanadoang.co.id/baca-berita/83/dfd. (28-08-
2024)



o

Léi}};ﬁi}bﬁwé-'w&u |01 15065 T o305 53Ul 25805 ) e Ll

% Nt V5 ol€ Flad ¥ 5 Tiaglh 180 1355 5 1 536 T 214 & 08 &
Qle oo (K a5 d A B 5 B G e 5l )

Meaning: ‘O you who have believed, when you enter into debts for a fixed time, record
them. Let a recorder among you write it down correctly. Let not the recorder refuse to
write it down as Allah has taught him. Let him record(s) it, and let the debtor dictate(s)
it. And let him fear Allah, his Lord, and let him not diminish it in the least. If the debtor
is of unsound mind, or incapable of dictating, let his guardian dictate it correctly. Seek
the testimony of two male witnesses among you. If there are not two men, (it is
permissible) one man and two women among those whom you like among the
witnesses, so that if one of them forgets, the other may remind him. Let not the
witnesses refuse when called. And do not tire of recording it until the time limit,
whether the debt is small or large. That is more just in the sight of Allah, more
corroborative of the testimony, and more likely to leave you in no doubt, unless it is a
cash trade which you carry on between you. Then there is no sin on you if you do not
record it. Take witnesses when you buy and sell, and do not make it difficult for the
recorder, and do not make it difficult for the witnesses. If you do so, it is indeed an
unrighteousness on your part. Fear Allah, Allah will teach you, and Allah knows all

things.” (Q.S. Al-Bagarah: 282)!

Furthermore, in addition to top-up transparency being the main influence on
interest in online lending, the influence of social media on fintech service information
also has a major influence in shaping interest in using online loans. Based on a report
by the Indonesian Fintech Association (AFTECH), most fintech users in Indonesia are
individuals. The data shows that 42.7% of the surveyed fintech companies represent
individual users. Which 70.8% are aged between 26 to 35 years. The percentage shows

that the productive age range is from 18 to 35 years. There are several factors that make
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online loans attractive to young people, namely easy requirements, unsecured loans,
and lower interest rates than banks. The convenience offered by P2P Lending online
loans makes young people's interest increase. Exposure to social media marketing as a

way to attract young people who are active users in social media as a marketing tool.?

In addition to top-up transparency and the influence of social media on fintech
service information, consumptive lifestyles are also considered to greatly influence
Indonesians in building interest in making peer to peer lending online loans. This is
supported by the increasing number of primary and secondary needs of individual
humans who are driven by their desire to be equal to their relatives or friends, according
to the lifestyle among young people today is very high consumptive levels of products
and services, lifestyle is able to have a significant influence on interest in making online
loans, when a person's lifestyle is getting higher, but the income earned is not
commensurate with the expenses they make, then it is possible that online loans will

be the solution they do.®

However, what is wrong in the application of today's society is to make interest
in online loans only to fulfil desires and prestige. The phenomena causes, many people
are tempted by online loans with various promotions. Islam explains in the Qur'an
regarding the interest in buying or using something to be wise in choosing and using it

to manage personal finances properly. The following verse explains it:
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Meaning: ‘And those who, when they spend, are neither extravagant nor miserly, and

their spending is in the middle’. (QS. Al-Furqgon verse 67)

Based on the above review, this research will be very sustainable with the

interest theory issued by Kotler and Keller (2012), which aims to test and analyse
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various influences on interest in making P2P Lending online loans. With this problem,
researchers want to know whether interest in using fintech services that provide online
loan services will be present and created due to information factors from social media,

consumptive lifestyles and transparency of refund top-up.

Based on the variables that will be taken from the explanation above, the
researcher chose these variables for his research because there are some MSME players
who initially intend to borrow funds for business development, but when the repayment
process, not a few of them feel threatened and even depressed because of the
terrorisation from the platform and the increasing return interest, therefore many
MSME players are digging holes closing holes just to pay off debts on online loan
platforms. So the researcher is very interested in taking the following research theme,

by taking the research title:

“THE INFLUENCE OF SOCIAL MEDIA FINTECH, CONSUMPTIVE
LIFESTYLE, AND TOP-UP TRANSPARENCY ON INTEREST IN USING
ONLINE LOANS P2P LENDING (Peer To Peer Lending) Case study in Ponorogo
MSMEs”

In this research, it is shown that the objects that will be used as case studies are
MSME actors (owners, managers and employees who work in MSMEs) in the
Ponorogo area. With the following variables, researchers expect research results that
have an effect on the improvement and evaluation of various parties related to the

matter under study as research.



1.2. Research Questions

The following are the various problem formulations that are neatly arranged in this

research,

1. How can Social media Fintech, affect the interest of MSME actors in Ponorogo
to do Online Peer to Peer lending (P2P Lending)?

2. How can a consumptive lifestyle (Hedonism) affect the interest of Ponorogo
MSMEs players in making or using Online Peer To Peer Lending (P2P
Lending) loans?

3. How can Top-up Transparency or the addition of loan funds affect the interest
of Ponorogo MSMEs players in making or using peer to peer lending (P2P

Lending) online loan services?
1.3. Research Objectives

Along with the following research, there are objectives in conducting this research. The

following are the various objectives that exist in the preparation of this research:

1. To analyse the effect of fintech social media on interest in using Peer To Peer
Lending online loans among MSMEs in Ponorogo.

2. To analyse whether consumptive lifestyles can affect the interest of MSME
players in Ponorogo to make Peer To Peer Lending online loans.

3. To analyse the effect of Transparency Top-up tu addition of loan funds on the
interest of MSME actors in Ponorogo to make peer to peer lending online loans
Peer To Peer Lending.

1.4. Research Benefits

In simply, researchers hope that each set of words contains and conveys the
meaning of benefits for each party involved in this research. Here are some of the

research benefits:



1.4.1. For Researchers

By conducting this research, the researchers could be more creative and critical
resource in every decision making and is expected to increase the experience, insight,
and knowledge. In terms of awareness of determining interest in using online loans that

are less efficient to do because it will have a negative impact on oneself.
1.4.2. For Offenders or Users

Thus for users of P2P Lending online loan fintech services, especially for
MSME players in Ponorogo who are now entangled, it is hoped that it can provide
benefits in the form of awareness to preven the scam effects on every transaction.
Which can cause losses for their MSME businesses.

1.4.3. For Stakeholders of Fintech Institutions P2P Online Lending

For the owner of a P2P online loan fintech service provider company, it is hoped
that this research will be used as an evaluation and improvement in the future, so it will
be even better and prioritise transparency and fairness for both users and providers.
Thus, more customers or online loan service customers will be obtained because of the

trust gained by customers.
1.4.4. For Other Researchers

The results of this study are expected to be used as a source of reference
especifically in terms of the influence of social media fintech, consumptive lifestyles,
and top-up transparency on interest in using online peer to peer lending (P2P Lending).
The researcher hopes that this research can contribute as reference in comparing the
same research objects, especially regarding Fintech institutions or agencies that provide

online loan services.



