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Our goals can only be reached through a vehicle of a plan,

in which we must fervently believe, and upon which we must vigorously act.

There is no other route to success“ 
”- Pablo Picasso
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STATEMENT FROM CHIEF 
EXECUTIVE OF BANKING 
SUPERVISION
Assalamu’alaikum Wr. Wb., Best wishes to all of us, Om Swastyastu, 
Namo Buddhaya, Wei De Dong Tian. 
 
All praise and thanks be to the One True Almighty God, as through His grace and gift, 
we can prepare and present this Roadmap of Indonesian Banking Development 
2020-2025 (RP2I) to the stakeholders as a guideline.

Throughout 2020, and possibly up to the foreseeable future, national banking is up 
against	a	couple	of	phenomenal	challenges,	namely:	first,	the	increasing	credit	risk;	
and second, the shifting community’s perception toward banking services. The main 
sources of those challenges are the Covid-19 pandemic and the large-scale social 
restriction policy that follows.

Let’s	discuss	the	first	challenge,	namely	the	increasing	credit	risk.	The	decline	of	
economic activities as a result of the social restriction policy has put some pressures 
to the performance of the debtors and resulted in further impact towards the increase 
of loan at risk. The OJK had responsively issued stimulus policy through POJK No. 11/
POJK.03/2020, and the industry responded by exercising credit restructuring to debtors 
who are affected by the Covid-19 pandemic. At the very least, this policy can mitigate 
financial	failure	experienced	by	the	debtors	and	maintain	the	stability	of	banking	
system. The second challenge is the shifting community’s perception toward banking 
services. The large-scale social restriction also changes the community’s behavior in 
conducting transaction, from physical transaction to virtual transaction, which includes 
payment settlement This condition demands a structural transformation of banking 
business model, such as through the acceleration of digital service.

Given the two challenges, there are two action plans that must be carried out by 
banks: in the short term, conducting business and institutional consolidation in order 
to contribute to the completion of credit restructuring and economic recovery. In the 
long term, carrying out structural transformation by expanding business scale and 
strengthening competitiveness through service transformation as the key. One example 
of such transformation is the acceleration of digital service to meet the stakeholders’ 
expectation.
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In order to ensure that the industry and us as regulators are able to move in the same 
direction to tackle the challenges, we prepared this Roadmap of Indonesian Banking 
Development 2020-2025 (RP2I).  This roadmap will become a stepping stone in the 
development of the banking industry’s ecosystem, along with the transformation 
of conducive regulation, supervision, as well as licensing to usher the growth of the 
industry.

RP2I is written as a response to the various dynamics that occur in the national 
banking sector after the pandemic as well as the change of landscape that follows. 
RP2I contains direction and reference for short-term development as well as periodic 
structural development over a period of six years. The short-term development is 
aimed to optimize the role of banking in accelerating the national economic recovery 
process due to the impact of Covid-19 pandemic. Structural development is aimed to 
strengthen national banking so that it has better resilience, higher competitiveness, 
and a more optimal contribution to the national economy. Realization of the 
development will certainly require commitment, synergy, and collaboration of all 
stakeholders.

RP2I is a living document that can be adjusted in accordance with the dynamics of 
industrial changes or development, meaning that relevant, timely, and appropriate 
policy responses are needed to support the competitiveness of national banking.

Finally, I want to appreciate all parties who have 
provided several valuable feedback, comments, and 
suggestions during the formulation of this roadmap.
May the God Almighty always give His blessing to our 
well-intentioned actions, especially our wish to realize 
a resilient and contributive national banking industry.

Wassalamu’alaikum Wr. Wb., 
Om Shanti Shanti Shanti Om, 
Namo Buddhaya,
Wei De Dong Tia

 
HERU KRISTIYANA
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INTRODUCTION

Background

Banking has a strategic role in moving the national economy. The main function of 
banking	in	the	economy	is	to	collect	community	funds	and	distribute	them	to	finance	
the production and consumption activities, thereby boosting national economic 
growth. With such strategic role, a resilient, competitive, and contributive, national 
banking will become necessary for the success of national economic growth. To 
achieve this, OJK designed a Roadmap of Indonesian Banking Development in 2020-
2025 as a guideline and reference for all stakeholders so that all future effort and 
initiatives in banking development can be conducted in a harmonious orchestra.

This can be seen from the growth of 
total banking assets, which is supported 
by	sufficient	capital	adequacy,	strong	
liquidity, as well as better governance and 
risk management practices. The good 
performance is the fruit of the hard work 
of all banking industry’s stakeholders.

In the future, the challenges faced by the 
banking industry will increase and become 
more varied and dynamic. The Covid-19 
pandemic is one of the challenges. The 
pandemic is an unprecedented challenge. 
Starting from health problems, its effect 
eventually spreads to social, economic, 
and	financial	aspects.

National banking continues to grow in the past few years.
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The pandemic control policy, carried 
out in the form of large-scale social 
restriction, has lowered economic activity 
and	reduced	the	financial	performance	
of banking debtors. The real sector 
in general, and MSMEs segment in 
particular, become the most affected 
sectors.

The increasing credit risk and debtors’ 
issues may disrupt banking performance.
OJK has anticipated that condition 
by issuing POJK No.11/POJK.03/2020 
on National Economic Stimulus as a 
Countercyclical Policy towards the Impact 
of the Spread of Covid-19, in order to give 
a breathing room for debtors to organize 
their	cash	flow.

In the foreseeable future, the restructuring 
credit problem that reaches more than 
Rp930 trillion will become a challenge that 
must be overcame.

In addition to the problem of post-
Covid-19 recovery, the banking sector also 
faces a variety of structural challenges. 
The challenges mainly come from four 
things.

First, the fact that our national banking 
structure is still dominated by small-scale 
banks with low competitiveness level. 
Second, the changes to the ecosystem 
and the massively-increasing stakeholders’ 
expectations toward digital service, 
especially during the Covid-19 pandemic.
Third, government and community 
expectations	towards	the	financial	services	
sector, especially banking, in relation with 
the national economic recovery. Fourth, 
the demand for the regulator to conduct 
internal revamp, from the regulatory, 
supervision, as well as licensing aspects, 
so that it can be more agile, adaptive, 
and able to support the new ecosystem of 
banking industry.
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To overcome these challenges, the 
direction for future strategies is needed, 
which is laid out in the form of a plan 
or roadmap so that the development 
of banking industry can become more 
directed, structured, and effective.

The Financial Services Authority (OJK), as 
an independent body tasked with the duty 
of regulating and monitoring the banking 
industry as well as protecting banking 
customers, is interested in developing 
the banking sector so it can achieve a 

good performance. The development of 
Indonesian banking would need to be 
done cautiously to avoid a turmoil so that 
it can grow in a healthy and sustainable 
manner	as	well	as	provide	great	benefit	to	
the development of the national economy 
and community welfare.

Taking that into consideration, OJK feels 
the need to formulate a future direction of 
banking that is in line with the dynamics of 
national economics and banking.

To deal with the changes in the ecosystem during the pandemic as well as the many 
structural challenges faced, OJK has prepared the Roadmap of Indonesian Banking 
Development 2020–2025 (RP2I). This roadmap will become a stepping stone in the 
future development of the banking industry’s ecosystem, along with the infrastructure 
of regulation, supervision, as well as licensing. It is hoped that RP2I could create a 
resilient, competitive, and contributive national banking.
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The RP2I contains the short-term development direction and the 
structural development roadmap of the banking sector that will be 
carried out gradually over a period of six years.

Formulation of the Roadmap of Indonesian 
Banking Development in 2020-2025

The short-term development is aimed 
to support the acceleration of national 
economic recovery process due to the 
impact of the Covid-19 pandemic. The 
structural development is aimed to 
anticipate various challenges related to 
national banking structure and economic 
development, especially digital economy 
that has the potential to transform the 
form and means of transaction
as well as future banking pattern. RP2I 
prioritizes synergy and collaboration 
among all stakeholders so that all 
strategic directions can be implemented 
well. Through RP2I, it is expected that 
Indonesia’s	economic	and	financial	
services sector can be recognized by the 
international world, not only because it 
has a large market share, but also because 
it has resilient and competitive banking 
institutions	that	contribute	significantly
to economic development.

RP2I was formulated through a quite long 
process. The formulation began in 2019 
with discussions on the methodology 
that would be used. Next, a strategic 
environment analysis was carried out by 
looking at the medium-term development 
plan to map out the issues, challenges, 
goals, and direction of the policy in the 
future.

The results of the initial analysis were then 
discussed with all related stakeholders to 
gather aspirations or inputs that would be
used to formulate the initial design of 
RP2I core principles.

In early 2020, the Covid-19 pandemic 
caused	a	significant	change	in	the	
strategic environment of banking. 
The large-scale restriction on people’s 
activities to prevent the transmission of 
Covid-19 had a major impact over the 
entire economic sector. This encourages
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the need for review and analysis of the 
strategic environment to keep up with 
the latest conditions. In the middle of 
2020, a strategic environmental reanalysis 
was carried out by taking into account 
the changing conditions, problems, 
and challenges caused by the Covid-19 
pandemic.

Figure 1.1. Formulation of RP2I.

The results of the reanalysis were used 
to reformulate RP2I principles, which 
were then discussed with all related 
stakeholders to gather their input.
RP2I	was	then	finalized	so	that	it	can	be	
published at the end of 2020.
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The World Bank and IMF even state that the current economic crisis is the worst in 
history. All countries experienced economic setbacks, and more than 42 countries 
have entered recession. Indonesia’s economy is projected to be in the same condition 
as other countries that have fallen into recession. A new release from the World Bank 
projected that Indonesia’s economic growth in late 2020 would still be contracting and 
will be in the range of -1,5%.

Covid-19 Pandemic and It’s Impact to 
the Economy

The Covid-19 pandemic has undeniably turned the global 
economy upside down, including Indonesia.

Until the end of 2020, the Covid-19 
pandemic still has yet to subside. 
According to the data from World 
Health organization, more than 220 
countries have been affected negatively 
by Covid-19. Globally, the number of 
Covid-19 patients is increasing, and as of 
December 16, 2020, more than 71,919,725 
people were infected by Covid-19, 
and more than 1,623,064 had died. 
Meanwhile, in Indonesia, as of December 
16, 2020, it was recorded that 636,154 
people were tested positive for Covid-19 
and 19,248 patients had died.

The problems caused by Covid-19 
pandemic	are	no	longer	confined	to	the	
health sector, but they have turned into 
major economic and social problem. The 

lockdown or large-scale social restriction 
policy to suppress the increase of 
Covid-19	cases	results	in	the	significant	
decrease in economic activity in many 
countries, including Indonesia.

Some developed and developing 
countries recorded negative economic 
growth during 2020. In Q3 of 2020, the 
United States recorded a growth of 
minus 2.9% (yoy) and the Euro Zone 
recorded a growth of minus 4.3%. At 
the same period, ASEAN countries also 
experienced negative growth, such as 
Malaysia with a growth of minus 2.7%, the 
Philippines with minus 11.5%, Singapore 
with minus 7.0%, and Thailand with minus 
7.8%.
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Graphic 1.1. The Impact of Covid-19 on Economic Growth.

The economic turmoil caused by the Covid-19 pandemic was also experienced by 
Indonesia.	The	impacts	were	worse	than	the	global	financial	crisis	in	2008/2009.	In	2008,	
Indonesia’s economy was still able to grow by 6.1%. In Q1 of 2020 when Covid-19 in 
China started to affect the global economy, the economy still persevered. Economic 
activity	began	to	slow	down	when	the	first	positive	case	was	confirmed	and	announced	
by President Joko Widodo on March 2, 2020. Entering Q2 of 2020, the economic 
slowdown got worse after the implementation of Large-Scale Social Restriction (PSBB). 
PSBB forced a number of sectors involving a large group of people to cease their 

operations. This caused millions of people 
to lose their jobs and their livelihood 
were threatened. The condition caused 
Indonesia’s economic growth to contract 
by 5.32% in Q2 of 2020. In Q3 of 2020, 
Indonesia’s economy still contracted 
by 3.49%. As Indonesia experienced 
contraction for three consecutive quarters, 
it has entered the brink of economic 
recession that has not occurred since 
1999.

In the Q4 of 2020, synergy and 
collaboration were closely established 
between OJK, the government, Bank 
Indonesia, and LPS through the national 
economic recovery program, which is 
expected to slightly increase Indonesia’s
Economic growth. After the contraction 
decreased in Q3/2020, which was 
a positive signal, the government 
projected that in Q4 the economic 
growth will improve and reach the range 
of -1.7% to 0.06%.
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Impact on Real Sector

The weakening national economy caused by the Covid-19 pandemic has 
a major impact on the real sector (corporation, household, as well as 
Micro, Small, and Medium Enterprises (MSMEs).

Many corporations are experiencing 
business interruption and are laying 
off their employees or carrying out 
termination of employment. Households 
are prone to losing their income and 
purchasing power. MSMEs are losing 
their	turnover	due	to	having	difficulty	to	
market their products, and some has even 
stopped production.

In its survey of 34,599 business players 
(July 2020), the BPS recorded that 82.85% 
of business players experienced a decline 
in the demand for goods/services, which 
ultimately led to reduced revenues.
A similar result was also conveyed by 
the Directorate General of Taxation. In 
its survey of 4,895 taxpayers (July 2020), 
the Directorate General reached several 
conclusions:

First, 88% of business players 
experienced a decline in revenue, and 
only 55% were able to survive for more 
than	6	months;	Second, 42% of business 
players had already reduced the number 
of	their	employees;	and	Third, 64% of 
business	players	were	having	difficulty	
paying	loans	to	banks	or	financing	
companies.

The decline in the national economy 
as a result of the Covid-19 pandemic 
also had a major impact on the real 
sector. In addition to MSMEs that are 
hit the hardest, many corporations are 
also experiencing business interruption 
and are laying off their employees or 
carrying out termination of employment. 
Households are prone to losing their 
income and purchasing power.
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The condition of the real sector triggers a ripple effect in the form of increasing 
banking credit risk due to the weakening debtor’s ability to pay back debt or loans. 
During the pandemic, the intermediation function of banking also goes through a 
sharp contraction as a result of weakening credit demand from the real sector that is 
having problems of its own. Furthermore, if it goes on, the increased credit risk will be 
able to put pressure on the capital and liquidity of banking

Figure 1.2. The Results of Survey regarding the Impact of 
Covid-19 on Business Players and Households.

Source: Directorate General of Taxation (June 2020), LD UI (2020), LIPI (2020), Ministry of Manpower (2020)
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To anticipate that, OJK has responsively 
taken anticipatory steps to save the 
business sector early. One of the 
phenomenal steps taken is the issuance of 
POJK No. 11/POJK.03/2020 on National 
Economic Stimulus as a Countercyclical 
Policy towards the Impact of the Spread 
of Covid-19. The policy was issued to help 
debtors who have historically performed 
well and experienced a business decline 
due to Covid-19. At the very least, the 
debtors will have a room to breathe 
and banks can proactively help them to 
manage	their	cash	flow.	

Covid-19 Stimulus in the Banking Sector
The decline of the real sector will clearly affect the banking sector.

Figure 1.3. Summary of Policy within the PEN Framework.

It cannot be denied that the 
restructuring policy would not be able 
to succeed on its own. Therefore, 
in order to become more effective, 
OJK’s countercyclical policy is further 
strengthened by policies from the 
government, Bank Indonesia, and the 
Deposit Insurance Corporation.
The government took an action by 
issuing the National Economic Recovery 
Program (PEN) in late March 2020. The 
PEN program is based on Law No. 2 of 
2020,	which	ratified	the	Government	
Regulation in Lieu of Law (Perppu) No. 
1/2020 concerning the State Financial 
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Policy and Financial System Stability
to Combat Covid-19 and/or to Face 
Threats that Endanger National Economy 
and/or Financial System Stability into 
a Law.

In the implementation of the PEN 
program, the government provides 
various	fiscal	support	to	the	the	business	
and banking sectors, including credit 
interest subsidy for micro, small and 
medium enterprises, postponement of 
main installment and interest subsidy 

for	beneficiaries	of	people’s	business	
credit, guarantee of working capital 
credit, and placement of government 
funds in the banking sector to help drive 
economic	financing.	Bank	Indonesia	also	
issues various policies such as lowering 
interest rates, relaxing macroprudential 
intermediation ratio, and injecting 
liquidity via the purchase of government 
bond. Deposit Insurance Company issues 
policies such as relaxation/adjustment 
of	the	imposition	of	fines	for	banks	that	
are late in paying guarantee premiums 

Figure 1.4. Impact of Covid-19 – the Needs of Medium and Large 
Enterprises as well as Micro, Small and Medium Enterprises.
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the relaxation are those related to the 
elimination of the obligation to meet 
capital conservation buffer, adjustment 
of liquidity coverage ratio and net 
stable funding ratio from 100% to 85%, 
temporary halt to the assessment of 
foreclosed collateral based on the period 
of ownership, reduction of the obligation 
to provide funding for human resource 
education so that it can be below 5% 
of	the	human	resource	budget;	and	
postponement of the implementation of 
Basel III reform.

and placing funds to banks in order to 
assist liquidity in an effort to prevent bank 
failures	and	maintain	financial	system	
stability. The synergy of all those policies 
manages to maintain the national banking 
stability and reduce the contraction of 
national economy.

Next, to support liquidity and capital of 
banks in support of the debtors, the OJK 
issues a follow-up policy by implementing 
relaxation of provisions in the banking 
sector. Several provisions subject to 

This policy has received adequate response from both the real 
sector and the banking sector. Up to November 9, 2020, it was 
recorded that 101 banks had carried out credit restructuring to 
7.5 million debtors, of which 5.8 million were MSME debtors. 
The total realization of credit restructuring in the banking sector 
reached Rp936 trillion, of which Rp371.1 trillion was for the 
restructuring of MSME debtors.

After observing its contribution to national 
economic stability during the pandemic, 
on October 27, 2020 the Meeting of the 
Board of Commissioners (RDK) decided to 
extend the period of granting relaxation 
of credit restructuring stipulated in POJK 
No. 11/POJK.03/2020 to March 31, 2022. 

This extension is only for debtors who,
according to bank’s assessment, are 
still likely to have business prospect but 
require more time to return to normal. 
For debtors who no longer have a 
business prospect, banks are asked to 
start establishing CKPN (Impairment Loss 
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Allowance) as part of their credit risk 
mitigation. In addition to the extended 
credit restructuring period, OJK also 
extends several other stimulus policies, 
among others: exclusion of loans at 
risk in bank health level assessment, 
governance of the credit structuring 
approval,	adjustment	for	the	fulfillment	
of capital conservation buffer and 
assessment of the quality of foreclosed 
collateral (AYDA) and a postponement 
of the implementation of Basel III. The 
stimulus policy is stipulated in POJK No. 
48 /POJK.03/2020 on the Amendment to 
POJK No 11/POJK.03/2020 on National 

Graphic 1.2. Realization of Credit Restructuring (Nov 9, 2020).

Economic Stimulus as a Countercyclical 
Policy towards the Impact of the Spread 
of Coronavirus Disease 2019.

Though appreciated by many as a pioneer 
policy that can reduce the impact of 
Covid-19 and maintain the stability of 
the	financial	services	sector	in	the	current	
economic condition, this restructuring 
policy still causes a dilemma. The 
number of credit restructuring that has 
reached the biggest record in the history 
of banking has the potential to raise 
significant	problems	in	the	future.
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INDONESIAN BANKING PERFORMANCE
National banking continues to grow and stay alert amid the heavy challenges that 
keeps coming from the weakening economic caused by trade wars, geopolitical 
troubles, and the Covid-19 pandemic. Intermediation performance keeps increasing 
and	indicators	of	key	financial	ratio	remain	at	a	controlled	level.	Synergy	of	policies
OJK, the government, Bank Indonesia, and other authorities have been able to control 
the national banking resilience to continue supporting the national economy.

The	positive	performance	of	national	banking	over	the	past	few	years	is	reflected	in	
various key indicators. Total national banking assets are continuing to grow, coupled 
with	the	growth	of	credit	and	third-party	funds.	The	profile	of	national	banking	risk	is	
at a controlled level with relatively low impaired credit ratio and quite high liquidity 
ratio. The capital within national banking sector is also at a high ratio level, supported 
with	strong	profitability.	Meanwhile,	the	number	of	conventional	banks	and	their	
office	networks	continue	to	decline	along	with	the	consolidation	process	and	digital	
transformation processes, while the number of sharia banks and their networks 
improved upon the strengthening of sharia banking.

Table	2.1.	Number	of	Bank	and	Office	Network.

Source: OJK, processed
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Conventional Commercial Bank

Average BUK asset growth reaches 7.99%. In the Q3 of 2020, total BUK assets were 
Rp8,686.70 trillion, which is an increase of 46.5% from Q4 of 2015, which reached 
Rp5,919.39 trillion. In general, BUK assets are still concentrated on several large-scale 
banks. Total assets of the 4 biggest BUKs reached 50.73%. While the total assets of top 
20 biggest BUKs reached 80.85% of conventional commercial bank assets.

Third-party funds of BUK have been 
increasing each year. On average, over 
the	past	five	years,	third-party	funds	have	
grown by 8.4%.

The growth of third-party funds was 
mainly driven by the increase of giro, 
which on average reaches 12.20% in 

The performance of Conventional Commercial Bank (BUK) is 
improving over the last 5 years.

Source: OJK, processed

Table 2.2. Conventional Commercial Bank Performance (in Trillion Rp).

the	past	five	years.	Saving	and	deposit	
continues to increase with an average 
annual rate of 7.65% and 6.87% each. In 
the Q3 of 2020, third-party funds were 
recorded at Rp6,338.77 trillion, which is an 
increase of 49.56% from Q4 of 2015, which 
reached Rp4,238.16 trillion.
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The growth of BUK credit also continues, 
despite not reaching the level of the 
growth of third-party funds. On average, 
credit has grown by 7.99% per year over 
the	past	five	years.	In	the	Q3	of	2020,	total	
credit was recorded at Rp5,290.08 trillion, 
which is an increase of 35.51% from Q4 of 
2015, which reached Rp3,093.93 trillion.

However, in the Q3 of 2020, credit 
declined by 1.89% compared to the 
previous quarter. In general, both 

Graphic 2.1. Growth of Third-Party Funds
Conventional Commercial

Graphic 2.2. The Growth of Conventional Commercial 
Bank Credit.

productive and consumer credits have 
experienced a contraction. Investment 
Credit (KI) still grew by 3.90% (yoy), 
which is slower than the preceding year, 
while the Working Capital Credit (KMK), 
the biggest component of credit, and 
Consumer Credit (KK) experienced a 
contraction in Q3 of 2020. This decline 
was mainly caused by the impact of a 
Covid-19 pandemic that caused a drop 
in the demand for credit from business 
players and the community.

Source: OJK (2020)

Source: OJK (2020)
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Graphic 2.3. Development of Conventional Commercial Bank NPL.

BUK impaired credit is still at a 
manageable	level,	as	reflected	by	the	
impaired credit ratio (Non-performing 
Loan/NPL) that is below the 5% limit. 
However, the gross NPL ratio increased 
during 2020 until Q3. This was caused 
by the decline of the ability of business 
players and the community to pay credit 
repayments due to declining earnings as 
well as decreasing demand for new credit
as the impact of Covid-19 pandemic. On 

the other hand, BUK’s net NPL slightly 
decreased by 10 bps to 1.04% in Q3 of 
2020 from 1.15% in Q2 of 2020, along 
with the increase of CKPN that may had 
been affected by the implementation of 
PSAK 71. Based on the type of use, the 
NPL ratio for working capital, investment 
credits and consumer credit were each 
recorded at the level of 3.92%, 2.78%, and 
2.17% respectively in the Q3 of 2020.

The revenue of conventional commercial bank has remained in a fairly good state 
over	the	last	five	years.	This	is	reflected	from	the	Return	on	Assets	(ROA)	ratio	that	is	
always above 2.22% every year, although the ratio decreased to below 2% in the last 
two	quarters	of	2020.	Besides,	the	efficiency	rates	of	conventional	commercial	bank	is	
improving, which can be seen from the decreasing Net Interest Margin (NIM) ratio
accompanied	by	declining	operational	efficiency	ratio	(BOPO),	although	the	BOPO	
ratio increased in the last quarters of 2020. The increase in BOPO is caused by the 
decrease in interest revenue from issued credit and increase of interest expense due to 
the increasing growth of third-party funds.

Source: OJK (2020)
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The capital of conventional commercial banks is still going strong. This can be seen 
from	the	Capital	Adequacy	Ratio	(CAR)	of	over	20%	in	the	past	five	years.	In	Q3	of	2020,	
the CAR ratio of conventional commercial bank was at 23.52%. The increase in CAR was 
affected by the contracting Risk-Weighted Asset due to the slowing demand for credit, 
as well as an increase in capital.

Graphic 2.5. CAR Ratio.of Conventional Commercial Bank.

Graphic	2.4.	Efficiency	Ratio	of	Conventional	Commercial	Bank.

Source: OJK, processed

Source: OJK, processed
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Conventional Rural Bank

Average Conventional BPR asset growth reaches 11.51% per year. In the Q3 of 2020, 
total Conventional BPR assets were Rp149,814 billion, which is an increase of 47.3% 
from Q4 of 2015, which reached Rp101,713 billion.

The performance of Conventional Rural Bank (BPR) is 
improving over the last 5 (five) years.

Third-party funds of Conventional BPR 
have been increasing each year. On 
average,	over	the	past	five	years,	third-
party funds have grown by 11.13%. The 
increase in third- party funds was mainly 
driven by the increase of savings value, 
which on average reaches 11.29% in the 

past	five	years.	Besides	savings,
deposit also increases by an average of
11.06% per year. In the Q3 of 2020, total 
third-party funds were Rp102,113 billion, 
which is an increase of 34.85% from Q4 of 
2016, which reached Rp75,725 billion.

Source: OJK, processed

Table 2.3. Conventional Rural Bank Performance (in Billion Rp).
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The growth of Conventional BPR credit 
also continues, despite not reaching the 
level of the growth of third-party funds. 
On average, credit has grown by 9.83% 
per	year	over	the	past	five	years.	In	the	
Q3 of 2020, total credit was recorded at 
Rp110,305 billion, which is an increase of 
47.45% from Q4 of 2015, which reached 
Rp74,807 billion. However, in the Q3 of 
2020, credit declined by 0.15% compared 
to the previous quarter. In general, both 
productive and consumer credits have 
experienced a contraction. Investment 
Credit (KI) experienced a growth of 2.31% 
(yoy), which is slower than the preceding 
year, while the Working Capital Credit 
(KMK), the biggest component of credit, 
and Consumer Credit (KK) experienced 
a contraction in Q3 of 2020. This decline 
was mainly caused by the impact of a 
Covid-19 pandemic that caused a drop 
in the demand for credit from business 
players and the community.

The impaired credit of Conventional BPR 
tends	to	increase	in	the	last	five	years.	
This	is	reflected	in	the	average	gross	of	
7.04% per year and the net NPL of 5.30% 
per year. In Q3 of 2020, both gross and 
net NPLs respectively decreased by 8.06% 
and 6.18% from Q2 of 2020.

Graphic 2.6. Growth of Third-Party Funds of Conventional BPR.

Source: OJK (2020)
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The revenue of Conventional BPR has 
remained in a fairly good state over the 
last	five	years.	This	is	reflected	from	the	
Return on Assets (ROA) ratio that is always 
above 2.28% every year, although the ratio 
decreased to below 2% in the last two 
quarters	of	2020.	In	addition,	the	efficiency	
level of Conventional BPR has contracted 
in 2020, as shown by the increasing BOPO 
ratio. The increase in BOPO is caused 
by the decrease in interest revenue from 
issued credit and increase in interest 

expense due to the increasing growth of 
third-party funds.

Over	the	past	five	years,	a	relatively	
solid and adequate increasing trend of 
Conventional BPR’s CAR that can handle 
potential risks has been seen. Although 
Conventional BPR’s CAR declined in the 
period of Q3 of 2020 (30.80%) to Q3 2020 
(30.88%),	it	actually	increased	significantly	
compared to December 2019 (28.88%).

Graphic 2.7. The Growth of Conventional 
BPR Credit

Graphic	2.9.	Efficiency	Ratio	of	
Conventional Rural Bank.

Graphic 2.8. The Development of Conventional 
BPR’s NPL.

Graphic 2.10. Development of 
Conventional Rural Bank’s CAR

Source: OJK, processed

Source: OJK, processed
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Sharia Commercial Bank

The growth rate of BUS and UUS assets reaches an average of 15.77% per year. In the 
Q3 of 2020, total BUS and UUS assets were Rp561,843 billion, which is an increase of 
89.64% from Q4 of 2015, which reached Rp296.262 billion. 
 

The performance of Sharia Commercial Bank (BUS) and Sharia Business 
Unit (UUS) is improving over the last 5 years.

The market share of BUS and UUS 
has been increasing since 2016, after 
previously stagnating for quite some 
time in the range of 5%. A couple of key 
contributors to this market share increase 
were the conversion of Bank Aceh in 
2016 and the conversion of Bank NTB in 
2018 that enabled the market share of 
sharia banking at the time to exceed the 
psychological level of 5%.

In addition to the conversions, the 
improvement of the market share can 
be seen from the development of the 
contribution of BUS and UUS’ assets to 
their parent Conventional Commercial 
Bank (BUK). When viewed from the total 
assets of BUS and UUS against their 
parent BUK, it can be seen that in general, 
UUS has higher total assets compared 
to BUS. In Q3 of 2020, the total assets 

Source: OJK, processed

Table 2.4. Performance of Sharia Commercial Bank and UUS (in Billion Rp).
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of UUS have reached 10.1% of their parent BUK, while the total assets of BUS are still 
in the range of 5.5% from their parent BUK. It can also be seen that UUS’ total assets 
are increasing faster than BUS. Within the past 3 (three) years, UUS has been able to 
increase their total assets against its parent by about 4%, from 6.7% in early 2017 to 
10% in 2020. It is vastly different from BUS, where their total assets grow very slowly and 
tend to stagnate in the 5% range.

Third-party funds of BUS have been 
increasing each year. On average, over 
the	past	five	years,	third-party	funds	have	
grown by 15.94%. The increase in third-
party funds was mainly driven by the 
increase of the value of giro wadiah, which 
on	average	reaches	29.09%	in	the	past	five	

years. Besides giro wadiah, mudharabah 
savings and deposit also increase by an 
average annual rate of 18.08% and 12.54% 
each. In the Q3 of 2020, total third-party 
funds were recorded at Rp451,395 billion, 
which is an increase of 95.26% from Q4 of 
2015, which reached Rp231,175 billion.

Source: OJK, processed

Graphic 2.11. Market Share of BUS and UUS. 
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The	BUS	financing	continues	to	grow	even	
though their growth ratio is declining. 
On	average,	the	financing	has	grown	by	
14.20%	per	year	over	the	past	five	years.	
In	the	Q3	of	2020,	the	financing	was	
recorded at Rp374,051 billion, which is an 
increase of 75.61% from Q4 of 2015, which 
reached Rp212,996 billion. However, in 
the	Q3	of	2020,	the	financing	declined	by	
1.92% compared to the previous quarter.

In general, both productive and 
consumptive	financing	continue	to	
grow. Investment Financing (PI) still 
grew by 1.15% (yoy), which slowed 
down from last year, while the 
Consumptive Financing (PK), which is 
the biggest credit component, and 
Working Capital Financing (PMK) 
experienced an increase in growth ratio 
in the Q3 of 2020 compared to the 
same period in the last year.

Graphic 2.12. Growth of Third-Party Funds of
Sharia Commercial Bank.

Graphic 2.13. The Growth of Sharia Commercial Bank Financing.

Source: OJK, processed

Source: OJK, processed
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The	Non-Performing	Financing	(NPF)	of	BUS	is	still	at	a	manageable	level,	as	reflected	
in the NPF ratio that is still below the limit of 5%. At the end of 2019, the gross NPF was 
recorded at 7.04%, which exceeded the 5% limit. However, in 2020, the gross NPF was 
below the limit, as it reached 3.43% in Q1, 3.34% in Q2, and 3.24% in Q3.

The revenue of BUS has remained in a 
fairly	good	state	over	the	last	five	years.	
This	is	reflected	from	the	Return	on	Assets	
(ROA) ratio that always increases every 
year, although the ratio declined in the 
last two quarters of 2020. Despite the 
decline in the last two quarters of 2020, 
the ratio remains above 1%, which is still 
fairly good.

BUS’ capital remains relatively strong. 
Over	the	past	five	years,	BUS’	CAR	has	
remained above 16%. From Q2 of 2018 
until Q3 of 2020, BUS’ CAR remained 
above 20%. In Q3 of 2020, the CAR ratio 
of BUS slightly decreased to 20.41% from 
21.20% in Q2 of 2020.

Graphic 2.14. Development of Gross NPF of 
Sharia Commercial Bank

Graphic	2.15.	Efficiency	Ratio	of	Sharia	
Commercial Bank.

Graphic 2.16. The Development of the CAR of
Sharia Commercial Bank.

Source: OJK, processed

Source: OJK, processed
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Sharia Rural Bank

The growth rate of Sharia Rural Bank’s assets reaches an average of 15.51% per year. 
In the Q3 of 2020, total Sharia Rural Bank’s assets were Rp14,007 billion, which is an 
increase of 80.98% from Q4 of 2015, which reached Rp7,739 billion. 

Third-party funds of Sharia Rural Bank 
have been increasing each year. On 
average,	over	the	past	five	years,	third-
party funds have grown by 16.26%.
The increase in third-party funds was 
mainly driven by the increase of the value 
of iB deposit, which on average reaches 

The performance of Sharia Rural Bank State is improving 
over the last 5 (five) years.

17.23%	in	the	past	five	years.	Aside	from	
the increasing iB deposit, iB savings also 
increase by an average of 14.69% per year. 
In the Q3 of 2020, total third-party funds 
were recorded at Rp9,119 billion, which 
is an increase of 89.90% from Q4 of 2015, 
which reached Rp4,802 billion.

Source: OJK, processed

Table 2.5. The Performance of Sharia Rural Bank.
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The	financing	of	Sharia	Rural	Bank	continues	to	grow	even	though	their	growth	ratio	
is	declining.	On	average,	the	financing	has	grown	by	14.64%	per	year	over	the	past	
five	years.	In	the	Q3	of	2020,	the	financing	was	recorded	at	Rp10,601	billion,	which	is	
an increase of 83.87% from Q4 of 2015, which reached Rp5,765 billion. However, in the 
Q3	of	2020,	the	financing	declined	by	2.57%	compared	to	the	previous	quarter.	The	
Non-Performing Financing (NPF) of Sharia Rural Bank is still at a manageable level, as 

reflected	by	the	NPF	ratio.	At	the	end	
of 2019, the gross NPF was recorded at 
7.05%, then it increased to 9.14% in Q2 of 
2020 due to Covid-19, and it decreased by 
8.60% in Q3 of 2020.

The revenue of Sharia Rural Bank has 
remained in a fairly good state over the 

last	five	years.	This	is	reflected	by	the	
Return on Assets (ROA) ratio that remains 
stable at the range of 1.87% - 2.56% every 
year. Although several types of bank 
experienced a decline in the last two 
quarters of 2020, the Sharia Rural Bank still 
manages to maintain ROA value of over 
2%, which is still fairly good.

Source: OJK, processed

Source: OJK, processed

Graphic 2.17. The Growth of Third-party Funds of Sharia Rural Bank

Graphic 2.18. The Growth of the Financing of Sharia Rural Bank.
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The capital of Sharia Rural Bank remains relatively strong. This can be seen from the 
CAR	of	Sharia	Rural	Bank	that	has	remained	over	17%	in	the	past	five	years.	Through	
2020, the CAR of Sharia Rural Bank continues to increase as a result of the increase in 
capital driven by the implementation of POJK No. 66/POJK.03/2016 on the Obligation 
to	Provide	Minimum	Capital	and	Fulfill	the	Minimum	Core	Capital	of	Sharia	Rural	Bank.	
In Q3 of 2020, the CAR of Sharia Rural Bank reached 31.29%.

Graphic 2.19. Development of Gross NPF of Sharia Rural Bank.

Graphic	2.20.	Efficiency	Ratio	of
Sharia Rural Bank.

Graphic 2.21. Development of the CAR of Sharia 
Rural Bank.

Source: OJK, processed

Source: OJK, processed
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BANKING CHALLENGES

Short-Term Challenges

National banking will still face myriads of problems, both short-term and structural. In 
the short-term, the uncertainty regarding the end of Covid-19 pandemic is still looming 
over the process of economic recovery that could affect banking performance. In 
addition, there are some structural challenges in the banking sector that still need to 
be tackled, such as small business scale and low competitiveness, fast economic and 
digital	financial	development	coupled	with	the	changing	economic	behavior	of	the	
community,	the	rather	high	demand	for	medium-term	national	development	financing,	
the	relatively-shallow	financial	market,	inadequate	sustainable	development	financing,	
sharia banking that has yet to provide optimal support to sharia economic growth, as 
well	as	financial	access	and	education	that	need	to	be	improved.	These	challenges	
require careful and appropriate responses that can be gained from strong collaboration 
by all stakeholders.

In the next year or two, the banking sector will remain under the 
shadow of Covid-19, as there are still uncertainties regarding its end.

If the Covid-19 pandemic continues for a longer period and its handling remains 
unoptimized, the banking sector will face the following key challenges:

First, the recovery of global economy 
will be slower. The recovery of the 
global economy is greatly affected by 
several factors. Non-paramedic health 
policy (lockdown), especially if the 
second wave of Covid-19 hits. A longer 
lockdown policy will disrupt the global 
economy as it will result in the potential 
decline of production and consumption, 
accompanied by the rise in the volatility 
of global oil prices and commodity 
prices, as well as disruption to the global 
supply	chain.	Accommodative	fiscal	and	
monetary stimuli given in developed 
and developing countries to accelerate 
economic recovery might be discontinued 
due	to	increasing	deficit.	Besides,	
geopolitical tensions can increase once 

more, which will slow down the global 
economic recovery. The factors may 
affect global trade and ultimately 
impact the process of national 
economic recovery and national 
banking condition.

Second, the economic recession is still 
around,	which	results	in	the	significantly-
decreasing	financial	condition	of	
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business players and the community. The 
longer duration of the Covid-19 pandemic 
would cause more business activities to 
cease, which will result in termination of 
employees.	The	financial	condition	of	the	
business players and the community could 
decrease	significantly	due	to	declining	
income. Business players and the 
community	will	find	it	difficult	to	pay	credit	

installments and withdraw their funds from 
the	bank	to	finance	their	daily	needs.	In	
addition, credit demand will decrease 
as production, goods and services 
distribution, as well as consumption 
decline. As a result, the banking sector 
will be faced with potentially-high credit 
risks and liquidity risks.

Graphic 3.1. Projection of GDP and Global Fiscal.

Sources: IMF, WEO (2020)
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Third,	the	financial	market	condition	will	suffer	from	high	volatility	due	to	market	
sentiment. Financial market volatility will increase as the Covid-10 pandemic continues. 
Financial	market	might	experience	a	capital	flight	phenomenon,	where	anxious	
investors move their investments to safe-haven assets. This will affect the exchange rate 
of rupiah, yield from securities in bond market, and the stock market correction. As a 
result, the banking sector will be faced with potentially-high market risks.

Finally,	the	potential	end	of	fiscal	stimulus	policy	for	economic	recovery.	The	stimulus	
policy	in	the	financial	services	sector	is	basically	a	temporary	measure.	The	fiscal	
stimulus policy given in the framework of economic recovery program largely depends 
on	the	financial	condition	of	a	country.	In	this	regard,	the	Indonesian	government	has	
a	limited	fiscal	space	to	boost	the	national	economic	recovery,	as	the	budget	deficit	
increased to more than 3% in 2020. According to the 2021 State Budget, the amount 
of the government’s stimulus that almost reached Rp695 trillion in 2020 would be cut 
nearly	in	half	(to	around	Rp356	trillion),	including	stimulus	in	the	financial	services	
sector. If the Covid-19 pandemic persists, the cost of maintaining the economic 
condition will become even larger.

Graphic 3.2. Survey of the Global Business Players’ Perception towards Risk.
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However, the condition could change if Covid-19 handling can be executed well, 
health protocols can be adhered to by the community, and the Covid-19 vaccines are 
available and distributed quickly and evenly to all communities. This could lead to the 
recovery of production and the community’s demand for goods and services. Besides, 
the active role of the banking sector becomes one of the main keys to support the 
acceleration	of	national	economic	recovery,	especially	through	the	financing	of	priority	
sectors, MSMEs, and regional development.

Figure 3.1. Fiscal Macro Posture in 2021 (%PDB).
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Structural Challenges

Small business scale and low national banking competitiveness

In addition to short-term challenges, the national banking sector still 
faces a number of structural challenges that need to be addressed.

The challenges mainly come from the low structure and competitiveness of the national 
financial	services	sector,	rapid	development	of	information	technology	that	influences	
the	community’s	economic	behavior,	high	need	for	development	financing	due	to	the	
increasing	national	economic	growth,	relatively	shallow	financial	markets,	as	well	as	
unoptimized	financial	inclusion	and	education.

The scale of Indonesian banking that tends to be smaller than ASEAN 5 countries 
is one of the challenges in Indonesia’s banking sector that needs to be addressed. 
Based on total bank assets, the business scale of Indonesian banking is far behind the 
total assets of other banks from the ASEAN 5 countries. BRI, as the biggest bank in 
Indonesia, has only reached the 10th rank in the list of biggest banks based on total 
assets. Even if the 4 (four) largest banks owned by the Indonesian government are 
consolidated, the total assets of these banks would only rank fourth in ASEAN. In order 
to compete with banks from other ASEAN countries, Indonesian banking needs to be 
pushed to increase its business scale and competitiveness.

Graphic 3.3. Total Assets of Banks in ASEAN (in US$ Billion).

Source: ASEAN Banker, 2019
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In addition to the small business scale, 
Indonesian banking is seen as having 
relatively low competitiveness compared 
to other banking sector in several 
Asian	countries.	The	efficiency	level	of	
Indonesian banking, represented by the 
Cost to Income Ratio, is less than the 
banking sectors of ASEAN 5 countries. On 
the other hand, Net interest Margin (NIM), 

Cost to Income Ratio (CIR), and lending 
rate of Indonesian banking are relatively 
high compared to other banking sectors 
in ASEAN. In order to support increased 
productivity and economic growth, an 
interest rate that can be afforded by 
business players and the community is 
required.

Table	3.1.	Efficiency	Ratios	in	Several	ASEAN	countries

Table	3.2.	Comparison	of	inflation	Rate	and	Reverse	Repo	Rate	
in Indonesia, Thailand, and Malaysia.
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Moving to the national banking landscape, especially commercial banks, it can be seen 
that the business scale and competitiveness of commercial banks in Indonesia are still 
uneven and need to be taken care of. Based on BUKU, the proportion of bank assets 
indicates that Indonesian banking sector is very fragmented. If it is seen in terms of 
the number of banks and assets, Indonesian banking sector is dominated by banks 
with small business scale. There are 77 banks within BUKU 1 and BUKU 2 categories, 
but they only constitute 13.29% of the total banking assets in Indonesia. Meanwhile 
the BUKU 4 and BUKU 3 (33 banks) categories constitute 86.71% of Indonesia’s total 
banking assets. Furthermore, based on credit and third-party funds, the performance of 
BUKU 2 and BUKU 1 tends to decline in the last 5 years. In Indonesian banking sector, 
business scale determines competitiveness and expansion of a bank’s business.

Graphic 3.4. Number of Conventional Commercial Banks based on BUKU.

Graphic 3.5. The Development of Conventional 
Commercial Assets based on BUKU.

Source: OJK, processed

Source: OJK, processed
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The rapid digital economic and financial development is accompanied 
by the changing economic behavior of the community

In line with the rapid development of digital economy, the banking sector needs 
to accelerate the digitalization process of its products and services to meet the 
community’s expectations. The digitalization of banking services is not an option, 
it’s a necessity. The future development of digital banking should not only focus on 
the collection and distribution of funds, but it should also facilitate the need for the 
innovation of supporting technology of digitalization and open banking.

The development of information 
technology has spurred new ways in 
various aspects of life, including in the 
financial	sector,	and	encourages	the	
development of digital economy and 
finance.	The	development	of	information	
technology has changed the behavior 
and expectations of the community in 
accessing	financial	services.	Entering	the	
digital era, the community, dominated by 
millennials, are increasingly demanding 
for	various	digital	financial	services.
Banking,	as	part	of	the	financial	services	
providers sector, must address the 
development of digital economy and 
finance	as	well	as	the	changes	in	the	
community’s behavior that tends to 
gravitate toward digital services, and treat 
them as an opportunity and challenge.

Graphic 3.6. The Development of Credit and DPK of Commercial 
Banks based on BUKU.

Source: OJK, processed
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Indonesia has an enormous potential for digital economy. The development of digital 
economy in Indonesia is due in part to the growing number of internet users in 
Indonesia. Indonesia has a large population (± 264.16 million), and the number of its 
internet users is 171.17 million (64.8%) (APJII, 2018), while the number of mobile users 
is 355 million (133%) (GMSA Intelligence, 2018). Google, Temasek, Bain & Company 
(2020) estimate that the size of Indonesia’s internet economy in 2025 will reach $124 
billion or close to 5% of Indonesia’s Gross Domestic Product, and the e-commerce 
sector is the largest contributor to the internet economy.  Moreover, Indonesia’s digital 
economic potential that is being measured from the Global Merchandise Value (GMV) 
will	expand	significantly	and	is	predicted	to	produce	the	highest	GMV	in	ASEAN.	
The huge digital economic potential indicates that the digital channel will become 
increasingly more crucial and will become one of the sources of the growth of banking.

In addition to creating digital channel that can become one of the sources of the 
growth	of	banking,	the	development	of	information	technology	in	the	financial	services	
sector	can	also	be	used	to	boost	efficiency	and	accelerate	the	creation	of	new	products	
and business models. The utilization of various technologies to automate a bank’s 
business	operations	can	improve	its	efficiency,	while	the	digitalization	of	the	bank’s	
front-end system can expand its reach in acquiring customers.

Graphic 3.7. The Internet Economy of ASEAN Countries (Gross Merchandise Value).

Sources: Google, Temasek, Bain&Company (2020)
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In addition to bringing various 
opportunities that can be seized by 
the banking sector, the development 
of information technology also brings 
challenges that must be faced by 
Indonesian banking, such as the large 
investment	in	technology	development;	
product innovation and fast service 
that	can	meet	the	community’s	needs;	
increased probability of cybercrime 
and	the	emergence	of	various	financial	
services alternatives provided by non-
bank companies.

Digital transformation requires a quite 
large investment costs in technological 
development. The technological 
investments of banks operating globally 
and regionally are quite large. HSBC’s 
tech spending in 2019 reached $4.7 billion 
(eqv. to Rp68.150 trillion), with total
tech spending in 2017-2019 of $21.7 
billion (eqv. to Rp314.6 trillion). Citi 
Group’s tech spending in 2019 reached 
$9 billion (eqv. to Rp130.6 trillion). 
Meanwhile, DBS’s tech spending in 2019 
reached $1 billion (eqv. to Rp10.3 trillion), 
with total tech spending in 2017-2019 of 
S$4.3 billion (eqv. to Rp44.6 trillion).

The utilization of information technology at an advanced level can even provide an 
opportunity for banks to create new products and business models that can integrate 
the	products	and	business	models	of	financial	services	sector	and	other	economic	
sectors	through	the	use	of	big	data,	artificial	intelligence	(AI),	machine	learning,	
distributed ledger, and application programming interface (API). This allows businesses 
to grow, and it can lead to a rapid increase in economic growth for the banking sector.
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Banks also have to face competitors such as non-bank companies equipped with super 
app	to	provide	financial	services.	Super	app	is	described	as	a	versatile	application	
that can single-handedly manage customer needs. This everyday app combines many 
functions and features, such as social network, e-commerce, delivery of goods, and 
financial	services.	Some	companies	such	as	WeChat,	Alipay,	Gojek,	and	Grab	are	
claiming to be super apps and have spent considerable investment. Tencent Holdings 
as WeChat’s main investor will invest $70 billion (eqv. to Rp1.015 trillion) in the next 
5	(five)	years	for	IT	infrastructure,	including	cloud	computing,	AI,	and	cybersecurity	
(Reuters,	2020).	Sufficient	capital	capacity	of	banks	operating	globally	and	super	

app companies can enable them to 
provide	swift	and	good	financial	services	
that	fit	the	needs	of	the	community.	
If Indonesian banking does not have 
sufficient	capital	capacity	to	provide	
information technology infrastructure, 
the opportunities for the development 
of digital economy will certainly not be 
seized by Indonesian banking.

The emergence of millennials means that 
banks need to adapt their products and 

services to meet the millennials’ needs in 
order to maintain their business existence. 
The main challenge faced by Indonesian 
banking is the limited products and 
services innovation that needs to be 
boosted for the sake of digital services 
development. Aside from the banking 
sector, the regulator also faces a 
challenge, in which the existing regulation 
has not fully accommodate industrial 
development. Therefore, to make sure 
that	the	banking	sector	can	fulfill	the	

Figure 3.2. Tech Spending of Several Banks in 2019 (Trillion Rp).

Source: The 2019 Annual Reports of each bank, processed
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needs of the millennial generation in 
the future, the regulator must be able to 
issue policies that can encourage rapid 
development of digital-based services. In 
addition, regulations related to product 
licensing and bank activities require a lot 
of time to be implemented. Regulation 
regarding products and institutions in 
the implementation of technology still 
need to be developed to support the 
acceleration of information technology 
adoption in the banking sector.

The development of information 
technology in the banking sector has 
led to a shift in the operational process 
of banks, from manual operation to 
internet-based operation. On top of that, 
some banks even implement internet-
only approach. This type of banks fully 
operates via internet network and has no 
branch	offices.	Several	countries	such	as	
People’s Republic of China (PRC), Hong 

Kong, South Korea, Germany,
and the United Kingdom allows internet-
only banks to operate, and they also 
have a set of policies that regulates the 
establishment of internet-only banks. 
This type of banks utilizes smartphone 
apps to conduct its business activities. 
Some examples of internet-only banks 
are Atom Bank (English), Monzo Bank 
(English), Bunq (Netherlands), WeBank 
(China), Simple (USA), and Fidor Bank 
(UK and USA). Advanced digitalization 
of Indonesian banking can transform 
conventional banks into internet-only 
banks. Internet-only banks will have 
completely different organizational 
structure, governance, and risk 
management compared to conventional 
banks. Banking regulator needs to review 
the potential shift to internet-only banks 
and set up policies that are necessary to 
control such change.

Figure 3.3. Millennials’ Expectations towards the Bank.

Source: Mckinsey (2016)
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In addition to bringing change to the business process of the banking sector, the 
development of information technology also induces a new phenomenon in the 
financial	services	industry,	namely	the	emergence	of	digital	financial	platform.	The	
latest	financial	platform,	fintech,	has	the	potential	to	greatly	alter	financial	services	
structure.	Fintech	offers	financial	services	innovation	that	suits	the	ever-changing	
lifestyle of the community. Fintech provides new products needed by the community 
to	match	their	digital	lifestyle.	One	of	fintech’s	products	that	is	derived	from	banking	
product	is	the	financing	service	known	as	peer-to-peer	lending.

The	emergence	of	fintech	companies	
forces the banking sector to clean itself 
up. Unlike traditional banking businesses, 
Fintech’s services are not limited to 
payment,	loan,	or	other	financial	services.	
With their technological capacity and 
continuous	innovation,	fintech	can	reach	
customers who do not have access to the 
banking system. Fintech’s presence in 

Indonesia is met with various perceptions 
from practitioners.

One of the perceptions that emerged 
in	the	early	days	of	fintech	was	that	
Indonesia’s	financial	ecosystem	will	be	
threatened	by	the	existence	of	fintech,	
especially the banking world.

Figure 3.4. Internet-only Banks in Several Countries in the World.
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However,	this	perception	has	begun	to	shift,	and	now	the	presence	of	fintech	is	
presumed to bring an opportunity for Indonesian banking. The opportunity is in the 
form	of	potential	collaboration	and	cooperation	in	providing	financial	services	to	
the community. The results of PwC’s survey (2016) showed that collaboration with 
fintech	can	reduce	operational	costs	of	banks.	Hence,	regulator	needs	to	encourage	
collaboration	between	the	banking	sector	and	fintech.

It is realized  that the massive use of 
information technology also poses new 
and unprecedented risk to banks, such 
as cyber risk, security and system failure 
risk, digital black-out, or a potential effect 
of digital bank run via internet, both the 
usual	one	or	the	one	that	specifically	
targets information and communication 
technology infrastructure, which result 
in negative impact that could cause 
financial	and	non-financial	loss	to	certain	
parties.  According to a research from 
Frost & Sullivan (2018) initiated by 
Microsoft, cybercrime in Indonesia caused 

a loss of US$ 34.2 billion or equivalent 
to Rp478.8 trillion. This is equivalent to 
3.7% of Indonesia’s total GDP. Based on 
the results of the monitoring of national 
internet anomaly, there were 232,447,974 
cyber attacks to Indonesia’s network 
in 2018. The country that becomes the 
biggest source and target of cyber 
attacks is Indonesia. The biggest threat 
to Indonesia is malware, as there are 122 
million malware attacks that have been 
recorded. 16,939 cases of website incident 
(defacement) have been found, and the 
biggest target is the domain go.id.

Graphic 3.8. Results of Survey regarding 
Collaboration between Banks and Fintech.

Source: PwC (2016)
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The abundance of cyber attacks has urged the need to increase cyber resilience 
through strengthening cyber security. The strengthening of cyber security must be 
carried out via various initiatives conducted by regulators in all sorts of industrial 
sectors in many countries, including the banking sector. Various special policies and 
controls to tackle cyber risk need to be developed so that the banking sector can carry 
out	digital	transformation	without	causing	significant	turbulence,	which	can	negatively	
impact the national economy. Digitalization of the banking sector is inevitable and 

cannot be delayed, as it has become a 
necessity. Stakeholders’ expectations 
for	the	financial	sector	are	increasing,	
and only banks that can adapt to the 
customers’ expectation will survive, 
similar to Charles Darwin’s “Survival of 
the Fittest” theory. A drastic change of 
business process mindset is imperative. 
There is no room for small-scale banks 
that cannot reform themselves toward 
digital services.

Figure 3.5. Indonesia’s Internet Security Monitoring Report 2018.

Source: BSSN (2019)
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Financing needs of medium-term national development

After	experiencing	significant	economic	growth	in	recent	years,	as	of	July	1,	2020,	the	
World Bank increased Indonesia’s status from Lower Middle-Income Country to Upper 
Middle-Income Country. At a certain level, middle-income countries will become 
uncompetitive in the value-added industries sector, such as manufacturing. Labor-
intensive industries will shift their attention to low-income countries, meaning that the 
economic growth of those countries will tend to stagnant or even decline. Middle-
income	countries	not	only	find	difficulties	in	competing	with	low-wage	countries,	but	
they	also	find	it	difficult	to	compete	with	high-technology	countries.

Indonesia must boost its economic growth 
to around 6.5% until the next 10 years 
in order to get itself out of the middle-
income trap. To achieve the target, the 
government is focusing on medium 
and long-term development, such as 
the development of human resources 
and infrastructure, as well as Indonesia’s 
economic transformation to become a 
competitive and productive country that 

has	highly-efficient	institution.	In	addition,	
with such a high target of economic 
growth, Indonesia needs to put out 
various efforts to discover a new source of 
economic growth, such as by carrying out 
economic digitalization.

The banking sector must contribute to the 
effort to free Indonesia from the middle-
income trap phenomenon.
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National Medium-Term Development Plan (RPJMN) 2020-2024 established through 
Presidential Decree number 18 of 2020 provides opportunity as well as challenges for 
Indonesian banking environment. According to RPJMN 2020-2024, with the assumption 
of Indonesian economic growth target for 2020-2024 being moderate, the government 
requires a total of investment needs in the amount of Rp36,318.8 trillion.
Fulfillment	of	such	funding	is	mapped	with	the	majority	of	needs	from	community	
internal	funds	at	75.3%	–	76.5%.	Finance	sector	serves	as	one	of	the	financing	sources	
for national development, in which the total of national development funding is 
expected to be covered by banking credit at 8.4% - 8.8%.

In RPJMN 2020 – 2024, the government 
has mapped 41 strategic priority projects 
(Major Project), which are strategic 
projects integrated by the Central 
government, Ministries/Institutions, 
Regional government, SOEs, and the 
Community, as well as indication for 
required funding needs. Based on the 
mapping of this strategic project, the 
government will direct the Indonesian 
economy to develop industry 4.0 in 5 
(five)	priority	sub-sectors	that	provide	
the largest contribution to national 
GDP (Food and Beverages, Textiles 

and Apparel, Automotive, Electronics, 
and Chemicals and Pharmaceuticals), 
10  Priority Tourism Destinations (Lake 
Toba, Borobudur and the surroundings, 
Lombok-Mandalika, Labuan Bajo, 
Manado-Likupang, Wakatobi, Raja 
Ampat, Bromo-Tengger-Semeru, Bangka 
Belitung, and Morotai), as well as regional 
development to reduce economic 
inequality, among others through 
improvement of infrastructure and basic 
services (Trans Sumatra Aceh-Lampung 
Toll Road, Main Integrated Port Network).

Table 3.3. National Development Funding Needs 2020-2024.

Source: Bappenas (2020)
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However, not all of the sector 
development	can	be	financed	by	the	
government.	The	development	financing	
requires support from the role of the 
non-governmental	sector,	namely	financial	
service institutions, including banks and 
private investors.

In an effort to strengthen economic 
resilience for quality growth, the 
government also targets to strengthen 

entrepreneurship in Micro, Small and 
Medium Enterprises (MSMEs).  One of the 
main focuses of the government in this 
regard is through ease of doing business, 
expanding market access, accelerating 
increased	financing,	increasing	human	
resource capacity, and encouraging 
MSMEs to move up in class. Access 
to	MSME	financing	in	formal	financial	
institutions is targeted to reach around 
30% by 2024.

Financial market is still relatively shallow

The	financial	market	has	a	strategic	role	as	a	source	of	funding	for	economic	activity,	
a	medium	for	transmitting	monetary	and	fiscal	policy,	as	well	as	financial	system	
stability.	Deep	financial	market	phenomena	can	accelerate	economic	growth.	
Various	breakthroughs	in	supporting	financial	markets	are	also	increasingly	urgent	to	
support infrastructure development, which is a prerequisite for sustainable economic 
growth.	At	least	49.98%	of	funds	from	the	financial	market	are	targeted	to	support	
infrastructure development in 2020-2024.
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Banks have special attention to 
regulations that become obstacles for 
them to provide cutting-edge products 
such as structured time deposits, off-
shore products, leveraged products and 
others. In fact, there is a demand for these 
products by local people, especially high 
net-worth people. This actually can be a 
potential business for the bank.

Several banking regulations that can 
encourage product innovation for high 
net-worth individuals such as structured 
products or business model innovations 
that cover the expansion of various 
non-banking activities and services 
(multiactivities business) such as wealth 
management need to be improved in 
the future.

To	be	able	to	support	economic	growth	rate,	a	significant	increase	in	investment	is	
required.	These	investments	need	to	be	supported	by	new	sources	of	financing.	In	
the	last	three	years,	business	financing	has	been	sourced	from	bank	credit,	although	
the	trend	of	non-bank	financing	has	started	to	increase.	The	dominance	of	banking	
financing	has	limited	options	for	access	to	funds	for	the	business	world	and	the	high	
cost	of	funds.	The	role	of	banking	in	the	financial	market	can	still	be	optimized	by	
providing	various	financial	market	instruments,	both	conventional	and	sharia,	such	as	
Commercial Securities and structured products such as Asset-Backed Securities in the 
form of Participation Notes (EBA-SP) as long as they meet the applicable prudential 
requirements and criteria.

Graphic 3.9. Comparison of Financial Market Deepening in Several Countries (%GDP).



67Banking Challenges

Sharia banking has not been optimal in supporting 
sharia economic growth 

Although Indonesia’s position in the Global Islamic Economy Indicator Score 2020/2021 
in	the	field	of	Islamic	finance	is	6th,	the	role	of	Islamic	banking	can	still	be	improved	
to support sharia economic growth. OJK noted that there were several strategic 
issues related to the development of Islamic banking. Sharia banking still has low 
competitiveness compared to the conventional banking industry. This is because 
Islamic	banks	still	do	not	have	a	significant	differentiation	of	business	models.	
Islamic banks also still focus on business goals, thus they have not been able to take 
advantage	of	the	Islamic	economic	and	financial	ecosystem	optimally.	On	the	other	
hand, the low quality and quantity of human resource in sharia banks is also a factor 

in the lack of support in developing 
products and services that accommodate 
customer’s needs. Another challenge 
is that the low quality and quantity of 
information technology hinders the 
development of services and products 
due to the limitations of banks to develop 
IT independently. On the customer side, 
awareness on Islamic banking must 

be continuously improved to expand 
the customer base and build public 
understanding of Islamic banking. 
Looking at these strategic issues, Islamic 
banking needs to be encouraged to 
have a unique identity so that it can play 
a role in supporting the government in 
encouraging the birth of a center for the 
halal industrial area.

Graphic 3.10. Islamic Finance Sector Indicators.

Source: State of the Flobal Islamic Economy Report 2020/2021 (2020)
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Sustainable development funding has not been adequate

Development that solely targets economic growth has received a lot of attention, 
especially with the increasing issue of environmental quality degradation, the issue 
of widening social inequality and the issue of climate change with all its implications. 
The negative impact arising from the economic development process has prompted 
the initiation of sustainable development that prioritizes harmony in economic, 
environmental and social aspects.

Indonesia has committed to supporting 
the global effort in Sustainable 
Development Goals (SDGs). Together 
with	China,	Indonesia	is	the	first	movers	
in	global	sustainable	financing.	Banks	in	
Indonesia are starting to make efforts to 
increase the application of the principles 
of	financing	sustainable	development	and	
facilitating sustainable economic activities.

According Bappenas’s data, the 
investment requirement for the SDGs 
category in Indonesia reaches Rp18,712 
trillion from 2020 to 2024. Banks 
are certainly expected to increase 
participation in carrying out this 
sustainable	financing.
In	sustainable	financing,	national	banks	

Figure 3.6. Sustainable Financing.
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Inclusion and education still need improving

According to the National Strategy for Financial Literacy and Inclusion (Revisit 2017), 
one	of	the	elements	that	play	a	role	in	financial	inclusion	is	public	access	to	financial	
services.	Access	is	the	infrastructure	provided	by	financial	service	institutions	to	allow	
people	to	reach	formal	financial	institutions,	products	and	services.	This	access	needs	
to	be	followed	by	financial	education	to	the	public	so	that	they	are	able	to	manage	
finances	wisely.

still	face	several	obstacles.	First,	there	is	no	economic	sector	taxonomy	that	is	classified	
as environmentally sustainable. Second, there is still lack of awareness from banks to be 
actively	involved	in	financing	sustainable	development.	Third,	schemes	and	instruments	
are still limited (Green Loan and Green Bond). Fourth, the costs for issuing sustainable 
financing	instruments	are	greater	than	those	of	other	banking	instruments.	These	
constraints lead to less-than-optimal banking participation in sustainable development.

Based on the results of the National 
Financial Literacy Survey conducted 
by	OJK	in	2019,	the	national	financial	
inclusion and literacy index has increased 
to 76.19% and 38.03% respectively. Similar 
conditions can also be seen from the level 
of literacy (36.12%) and banking inclusion 

(73.88%). It can be seen that there is a 
significant	gap	between	inclusion	index	
and literacy index. This indicates that 
there are quite a number of consumers 
who	do	not	understand	financial	
products, especially regarding the risks 
inherent in them.
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While	financial	inclusion	index	and	
financial	literacy	index	in	2019	saw	
improvements compared to 2016, various 
efforts	to	increase	financial	inclusion	
and	financial	literacy	are	still	needed.	
Public	financial	inclusion	still	needs	to	be	
improved to have it work at maximum. 
Efforts	to	increase	financial	inclusion	need	
to	be	accompanied	by	financial	education.	
Results of the National Financial Literacy 

Survey conducted by OJK in 2019 
shows	that	there	is	still	a	significant	gap	
between the inclusion index and the 
literacy index. This indicates that there are 
quite a number of consumers who have 
entered	the	financial	sector	but	do	not	yet	
understand	financial	products,	especially	
regarding the risks inherent in these 
products. Thus, various efforts to improve 
financial	education	still	need	enhancing.

Graphic 3.11. National Financial Inclusion and Literacy Index.

Graphic 3.12. Banking Financial Inclusion and Literacy Index.

Source: OJK (2019), processed
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CONSTRUCTION OF THE INDONESIAN 
BANKING DEVELOPMENT
Roadmap of Indonesian Banking Development in 2020-2025 (RP2I) is intended 
to provide a comprehensive, systematic and sustainable strategy description to 
address various challenges in an effort to create strong (resilient), competitive and 
contributive banking, thus encouraging national economic growth and improving 
public welfare. RP2I is set out in the course of short-term development and the 
course of structural development. This development course will be realized in the six 
years period (2020–2025).

Basic Principles of Indonesian 
Banking Development

Based on Law Number 21 of 2011 
concerning OJK, as an independent 
institution, OJK has the mandate to 
organize an integrated regulatory and 
supervisory system for all activities in 
the	financial	services	sector.	In	order	

RP2I is prepared with due regard to several basic 
principles as follows:

to carry out the mandate of the law 
as intended, OJK needs to prepare 
an adequate development plan for 
the banking sector as a sector that 
dominates	the	SJK	(financial	services	
sector).

1.  Mandate of Law Number 21 of 2011 concerning 
 Financial Services Authority (OJK)
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Banking development needs to 
be directed towards various efforts 
that can maintain banking resilience 
during a pandemic to maintain 
financial	system	stability.	Banking	
development also needs to be 
directed towards strengthening and 
increasing competitiveness to allow 
them to survive amid the increasing 
level of competition in providing 

Banking development must be 
in line with the government’s 
work program plan, especially in 
supporting the national economic 
recovery program as a response to 
the impact of Covid-19. In addition, 
banking development also needs to 
be in line with the national economic 
development plan announced by 

2. Alignment of Banking development with Government work programs, 
 National Long Term Development Plan and National Medium-Term 
 Development Plan

financial	services	to	the	public,	which	
currently	leads	to	digital	financial	
services. Thus, the important role 
of banking in the national economy 
as an intermediary institution can 
continue to run without being 
disrupted by the emergence of 
various	competitors	in	the	financial	
services sector and the dynamics of 
the economy.

the government, both in medium 
and long term. Thus, optimal 
synergy can be created in realizing 
the acceleration of post-pandemic 
national economic recovery and 
can support quality and sustainable 
national economic growth so as 
to improve the welfare of the 
Indonesian people.

3. The need for strengthening and enhancing banking competitiveness
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Information technology is a key factor in banking digitization. Banks need to 
implement adequate information technology, both to support bank operations 
and to provide digital products and services to their customers. Changes in public 
expectations	for	financial	services	have	forced	banks	to	adapt	and	transform	in	
order to maintain business continuity. In order to transform, information technology 
can be implemented by banks themselves or in cooperation with information 
technology	service	providers	who	generally	have	better	competence	in	the	field	of	
information technology than banks do. Banking development needs to be directed 

4. Opportunities and challenges faced by banking in digitization era

towards various effective strategies in 
order to accelerate the transformation 
of banking digitization. However, the 
transformation of banking digitization 
presents new challenges that 
banks need to anticipate. Banking 
development also needs to be 
directed towards various efforts to 
face the various challenges that they 
will meet in the era of digitalization. 
This	will	allow	banks	to	benefit	greatly	
in the era of digitalization while still 
prioritizing the principle of prudence, 
thus	preventing	stability	fluctuations	
in	the	financial	sector	that	have	an	
impact on the national economy. 

Technological developments will 
continue to take place and it brings 
along changes: changes in consumer 
behavior and in business models. The 
banking industry is required to adapt 
to these changes and take advantage 
of technological developments to 
continue to innovate, which will 
increase	efficiency	in	its	business	
operations, provide better services 
to customers, and increase 
competitiveness. It is clear that OJK 
as a regulator has an obligation to 
support the banking industry to a 
better course.
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Goals and Direction of Indonesian 
Banking Development

The contribution of banks to the national 
economy	is	reflected	in	their	active	role	
in the process of accelerating national 
economic	recovery	and	financing	for	
priority economic sectors, MSMEs, and 
regional	development;	enhancing	the	
role	of	banks	in	deepening	financial	
markets, expanding access and enhancing 
financial	education,	and	increasing	
banking participation in sustainable 
financing.	However,	their	role	as	a	catalyst	
for national economic growth will not 
be achieved optimally if banking is not 
supported by strong fundamentals in 

terms	of	capital	structure;	high	resilience	
in facing various economic uncertainties 
and	turmoil;	and	high	competitiveness	
in the face of intense competition in the 
financial	services	industry.	In	line	with	the	
rapid development of technology that 
has disrupted the economy, banks need 
to be encouraged to accelerate digital 
transformation so they can keep up with 
changes in the economic ecosystem. In 
addition, the role of banks needs to be 
supported by strengthening regulation, 
licensing and supervision.

RP2I is prepared as an instruction and guide aiming to manifest 
resilient, competitive, and contributive banking.
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Strengthening banking structure is 
one of the main things that must be 
done to achieve the objectives of the 
Indonesian Banking Development 
Roadmap. Strengthening the 
structure is carried out, among 
others, by strengthening capital, 
encouraging consolidation and/or 
formation of bank business groups, 
strengthening competitiveness by 

Along with the increasingly rapid 
digitalization in people’s economic 
transactions and activities, especially 
during the Covid-19 pandemic, it is 
necessary for banks to accelerate 
digital transformation to keep 
up with the changes. This digital 
transformation is carried out by 
strengthening information technology 
governance	and	risk	management;	
adopting information technology 
game changers (such as Application 
Programming Interface (API), Cloud, 
Blockchain,	and	Artificial	Intelligence	

With such consideration, the RP2I is set out in the direction of short-term and 
structural development. The short-term development course is focused on 
enhancing the role of banks in accelerating national economic recovery, while 
structural development is focused on responding to structural challenges. These 
measures are generally described in four strategic directions as follows:

1. Strengthening Structure and Competitive Advantage

2. Acceleration of Digital Transformation

improving governance, including 
risk	management	and	efficiency,	and	
encouraging innovation in banking 
financial	products	supported	by	
accelerated licensing. It is expected 
that strengthening banking structure 
and competitive advantage will 
increase banks’ capacity to overcome 
various challenges.

(AI));	and	cooperating	in	terms	of	
information technology, both from 
one bank to another, banks and other 
financial	service	institutions	including	
digital	financial	innovation	providers,	
as well as banks with various related 
digital companies. In addition, digital 
banking transformation also needs 
to be encouraged to have advanced 
digital bank. With the acceleration 
of digital transformation, banking is 
expected	to	be	more	efficient	and	
able to maximize its services to all 
levels of society in Indonesia.
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Banking as one of the pillars of 
development needs to continue 
to strengthen its role in supporting 
national economic growth. In this 
regard, banks need to optimize 
their	role	in	financing	the	economy,	
especially in priority development 
sectors, MSME sector, and regional 
development. In addition, banks 
need to be active in enhancing the 
deepening	of	Indonesia’s	financial	
markets.

3. Strengthening the Role of Banking to Support National Economic Growth

Sharia banking must also be a 
catalyst in encouraging Islamic 
economic development. Banking 
must also be able to increase 
financial	literacy	and	inclusion	in	
order to improve people’s welfare. 
Furthermore, banks need to 
participate	actively	in	financing	
sustainable development. In short, 
banking must be a catalyst to 
improve national economy in order 
to produce higher output, including 
providing	benefits	for	improving	
people’s welfare.
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Various efforts in the direction of 
banking development will not run 
optimally to achieve the goals if only 
carried out by banks. On the other 
hand, the impact of pandemic and 
massive changes in the external 
ecosystem requires internal 
reform, both in terms of regulation, 
supervision, and licensing. To that 
end, OJK needs to keep pace with 
the development of banking industry 
by carrying out the necessary 
transformations. Arrangements 
need to be directed to the principle-
based pattern, adaptive to changes 
in the banking landscape and 
ecosystem and forward-looking 

4. Strengthening Banking Regulation, Licensing, and Supervision

oriented in order to be more agile. 
This principle is intended to make 
room for innovation for the industry 
to be more developed without 
compromising prudential aspects. 
The regulatory concept that refers 
to rule-based will quickly become 
obsolete and tends to limit the 
room for industry and supervisors 
to apply professional judgment and 
the	flexibility	of	supervisory	actions.	
In addition, it is necessary to change 
the licensing process to be faster 
and more transparent, as well as a 
change in supervision patterns to be 
effective	and	efficient	through	the	
use of information technology.

Regulatory Triangle

Regulation

Licensing Supervision
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In order for the four strategic courses 
direction to run optimally, it is necessary 
to have the main supporting factors as 
a prerequisite for their implementation. 
The main supporting factors include 
leadership and change management, 
adequate quantity and quality of 
human resources, reliable and equitable 
information technology infrastructure 
throughout Indonesia, as well as close 
synergy and collaboration among all 
stakeholders.

RP2I is a major reference for banking 
development in a span of six years. 
Considering that there are banks that 
have their own characteristics such as 
Sharia Banks and Rural Banks, OJK will 
issue a separate roadmap for these banks.
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DIRECTIONS OF INDONESIAN 
BANKING DEVELOPMENT

Direction of Short-Term Development 
(2020 – 2022)

RP2I is designed as a direction and reference in an effort to face the various 
challenges previously described. RP2I contains short-term and structural development 
directions. The short-term development direction is aimed at accelerating the national 
economic recovery. The direction of structural development is aimed at increasing 
banks’ resilience, competitiveness and the contribution to the national economic 
development. The implementation of these strategic initiatives requires commitment 
and close collaboration from all stakeholders so as to realize resilient, competitive and 
contributive banking.

The previous section has explained the short-term 
challenges faced by banking.

As a response to such challenges, RP2I prioritizes the short-term direction that aims to 
support national economic recovery acceleration, as follows:

Extending, Monitoring and Evaluating Countercyclical Policy 
to Support National Economic Recovery 

When	the	Covid-19	case	was	first	
discovered in Indonesia, OJK introduced 
an anticipatory policy in the form of 
credit restructuring through POJK No. 
11/POJK.03/2020 dated 16 March 2020. 
This policy is to anticipate the potential 
decline in the performance of debtors 

“Extending the countercyclical policy is an anticipatory measure to help debtors 

affected by COVID-19 who still have BUSINESS PROSPECTS but need a longer 

time to return to normal. This measure is also to assist banks in managing their 

financial performance, especially in terms of credit risk mitigation.”

affected by the Covid-19 pandemic. 
This policy has been responded well by 
debtors and banks. Several further relief 
policies need to be issued as part of a 
countercyclical, anticipatory and forward-
looking policy.
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The issuance of POJK No. 11/POJK.03/2020 is expected to encourage harmony 
between banks and debtors in sharing the hard times and going hand-in-hand in 
surviving the pandemic while wishing that the pandemic will soon cease. This policy 
was also followed by the extension of several further stimuli related to, among others, 
the exception of calculation of low quality assets (Loan at Risk) in the assessment 
of Bank Health Rate (Tingkat Kesehatan Bank), governance of restructuring credit 
approval,	adjustment	of	countercyclical	buffer	fulfillment	and	assessment	of	the	quality	
of AYDA, as well as postponement of Basel III implementation.

In an effort to support the real sector, 
national economic recovery, and as part 
of short-term banking development, OJK 
has decided to continue the extension 
of the restructuring stimulus policy until 
May 2022.  This restructuring extension 
is an anticipatory step to stimulate 
the economic recovery process and 
support the decline in the quality of 
restructurisation debtors. However, this 
credit restructuring needs to be given 
selectively based on a bank assessment 
to avoid moral hazard, so that debtors are 
willing and able to carry out economic 
activities by making new adaptations.

Related to the possibility of moral 
hazard and free rider behavior in the 
restructuring, which refers to POJK No. 
11/POJK.03/2020, OJK basically believes 
in banking actors today who are very 
aware of ethics and implementation of 
governance principles. However, if later 
cases of irregularities, free riders, or 
other improper actions and are not in 
accordance with the principles of POJK 
No. 11/POJK.03/2020 are found, OJK 
will carry out supervisory actions up to 
implementing	fit	and	proper	test	for	
existing bank managers/employees. Pre 
and post audits related to governance of 
restructuring will be carried out by OJK to 
ensure that the restructuring is carried out 
properly and appropriately.
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In addition, OJK will continue to monitor the implementation of credit restructuring 
stimulus policy. The monitoring is primarily intended for optimal implementation of the 
policies in effect. In this case, OJK will ensure that banks, in implementing this policy, 
can always prioritize prudential aspects. There are at least four critical things that need 
to be handled, namely:

First, banks need to identify and 
try to understand the situation by 
conducting a scenario analysis of the 
impact of Covid-19 on the banking 
environment (real sector, economic 
growth, debtor performance, etc.). 
Next, compile various scenarios of the 
impact of Covid-19 on the economy 
and the spillover effect on banking 
performance.

Second, banks need to mitigate 
credit risk related to the potential for 
a decrease in the repayment capacity 
of debtors and the spillover effect 
on the adequacy of bank liquidity. 
Furthermore, banks need to develop 
a debtor rescue scheme through 
restructuring.

Third, banks need to carry out 
stress tests with various scenarios 
on the need and availability of 
capital related to an increase in 
credit risk and a potential increase in 
CKPN. Then banks need to analyze 
the liquidity gap through various 
methods.

Fourth, banks need to take action on 
the choice of strategy by identifying 
portfolios that are vulnerable to 
being	affected	and	influenced,	
followed by optimization of capital 
allocation and availability of liquidity.

Furthermore, OJK will evaluate countercyclical policies by taking into account 
developments in the national economy and banking conditions. OJK expects that the 
Covid-19 pandemic can soon end, and to have policy adjustments to return to normal 
conditions. These policy adjustments will be carried out carefully in order to maintain 
banking stability.
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Figure 5.1. Focus of National Economic Development 2021.

Encouraging Economic Financing to the Real Sector

Banking has an important role in supporting the process of national economic recovery. 
To that end, banking development in the short-term direction focuses on the active 
role of banks in optimizing the PEN program, especially the placement of government 
funds	and	credit	guarantee	programs	to	increase	financing	for	priority	sectors	for	labor-
intensive, MSMEs, and regional development that have high multiplier effect on the 
economy.

In the short-term development plan, the 
government has set the focus for national 
economic recovery directed at investment, 
manufacturing or manufacturing, and 
tourism. The government also has several 
major projects that are prioritized in the 
short term, including 10 priority tourism 
destinations (Lake Toba, Borobudur, 
Lombok-Mandalika, Labuan Bajo, 
Manado-Likupang, Wakatobi, Raja 
Ampat, Bromo-Tengger-Semeru, Bangka 
Belitung,	and	Morotai);	9	industrial	areas	

outside	Java	and	31	Smelters;	industry	
4.0	in	five	priority	sub-sectors	(food	
and beverage, textiles and apparel, 
automotive, electronics, chemicals and 
pharmaceuticals);	vocational	education	
and	training	for	industry	4.0;	and	a	unified	
main port network. Banking is expected 
to be one of the main sources of funding 
both	in	financing	priority	economic	
sectors,	major	projects,	and	in	financing	
MSMEs and regional development to 
accelerate national economic recovery.
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Figrue 5.2. 10 New Potential Tourism Destinations.

In addition, short-term banking 
development is also directed at 
optimizing the implementation of various 
existing initiatives in order to encourage 
development in various regions, including 
credit/financing	program	against	loan	
sharks (KPMR), Smart Act branchless 

banking	service	for	financial	inclusion	
(Laku Pandai), People’s Business Credit 
(KUR)	financing	program	of	both	
individual and group/cluster schemes, 
business matching programs or cluster 
financing	schemes	supported	
by off-takers.
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Strengthening Synergy and Collaboration

Synergy and collaboration between all 
stakeholders are important keys in the 
recovery of national economy. To that 
end, short-term banking development 
is directed at two main things: 
strengthening banking policy synergy 
with	fiscal	and	monetary	policies	to	
accelerate national economic recovery 
and solidifying collaboration among 
all stakeholders including banks to 
play an active role in supporting the 
implementation of programs to accelerate 
national economic recovery and maintain 
financial	system	stability

Direction of Structural Development (2020 – 2025)

In addition to short-term development, RP2I also outlines 
structural development direction as an effort to respond to 
structural challenges in national banking.

In this regard, RP2I prioritizes four strategic directions of national banking, namely:

In order for such strategic directions to run optimally, enablers are needed as the main 
prerequisite. Further details regarding the four strategic directions and supporting 
factors are as follows:

1.	 Strengthening	structure	and	competitive	advantages;
2.	Accelerating	digital	transformation;
3.	 Strengthening	the	role	to	support	national	economic	growth;	and
4. Strengthening banking regulations, licensing and supervision.

SYNERGY
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Strengthening Structure and Competitive Advantages

1. Increasing Capital 

Banking with a healthy structure and high competitive advantage is the main modality 
in encouraging optimal economic growth and improving people’s welfare. A healthy 
banking structure is needed to allow them to face various pressures (shocks) that may 
arise from economic turmoil. High competitiveness is also needed to cope with tighter 
competition at the regional, domestic and global levels. However, the national banking 
system is still far from this condition as described in the previous section. For this 
reason, the development of national banking in the future will focus on strengthening 
the structure and competitive advantage of banks through the following main points:

Strong capital is the main aspect in an endeavor to create a healthy national 
banking	structure.	Capital	provides	a	source	of	financial	support	in	implementing	
the	activities	of	financial	services	institutions,	both	for	business	expansion	and	
provision of adequate infrastructure as well as a cushion to absorb unexpected 
risks and losses and a safety net in a crisis. In addition, strong capital also supports 
the health and stability of banks.

In order to strengthen capital, OJK 
has issued a policy regarding Base III 
implementation aimed at improving 
the quality of bank capital to better 
absorb potential losses both due 
to	financial	and	economic	crisis	as	
well as excessive credit growth. In 

general, OJK adjusts the components 
and	requirements	of	capital	instruments;	
requires banks to have a leverage ratio 
of 4.5% and form additional capital in 
the form of capital conservation buffer 
and	countercyclical	buffer;	and	requires	
banks	classified	as	systemic	to	establish	
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Figure	5.3.	Fulfillment	of	Bank	Core	Capital.

a capital surcharge. Basel III implementation was temporarily postponed as 
part of a countercyclical policy during the Covid-19 pandemic. In the future, 
the implementation of Basel III will be effective again to be implemented and 
monitored by OJK.

In addition, OJK has stipulated the minimum Core Capital requirements that 
must be met by banks. In this provision, commercial banks are required to have a 
minimum capital of Rp3 trillion, while rural banks are required to have a minimum 
Core	Capital	of	Rp6	billion.	Fulfillment	of	the	minimum	Core	Capital	is	carried	out	
gradually from 2020 to 2024.

In line with these provisions, future 
banking development will focus on 
achieving minimum Core Capital by 
banks. To ensure this, OJK will issue 
an exit policy for banks that do not 
meet the minimum Core Capital. 
OJK will be more stringent in 
monitoring	the	fulfillment	of	
minimum Core Capital for banks. 

Monitoring	the	fulfillment	of	the	minimum	
Core Capital will be followed by a variety 
of stricter supervisory measures to enforce 
the spirit of the consolidation provisions. 
These	firm	actions	include	issuing	orders	
for	mergers,	consolidations,	acquisitions;	
conversion from commercial bank to rural 
bank;	or	self-liquidation.
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Figure	5.4.	Fulfillment	of	Core	Capital	or	Exit	Policy.

The	policy	to	fulfill	a	minimum	Core	Capital	of	Rp3	trillion	for	commercial	
banks will change the structure of the national banking system, especially the 
classification	of	commercial	banks.	Bank	grouping	based	on	business	activities	
adjusted to Core Capital or known as the Commercial Bank group based on 
Business Activities (BUKU), divides banks into four categories:

BUKU 1 is a bank with Core Capital 
up	to	less	than	Rp1	trillion;	BUKU	2	
is a bank with Core Capital between 
Rp1	trillion	and	less	than	Rp5	trillion;	
BUKU 3 is a bank with Core Capital 
between Rp5 trillion to less than Rp30 
trillion and BUKU 4 is a bank with a 
Core Capital of at least Rp30 trillion, 
which is no longer relevant. The 
regulation of a minimum Core Capital 
of Rp3 trillion will remove BUKU 1.

To that end, OJK will adjust banking 
groupings to the conditions and needs 
of banking in the future by dividing bank 
groups based on Core Capital (KBMI) into 
the following: KBMI 1 is a bank with Core 
Capital	up	to	less	than	Rp6	trillion;	KBMI	2	
is a bank with Core Capital between Rp6 
trillion	to	less	than	Rp14	trillion;	KBMI	3	is	
a bank with Core Capital between Rp14 
trillion to less than Rp70 trillion and KBMI 
4 is a bank with a Core Capital of at least 
Rp70 trillion.
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Figure 5.5. Commercial Bank Grouping.

2. Accelerating Consolidation and Strengthening
 Bank Business Group

Bank consolidation is one of the efforts to strengthen the structure, resilience 
and competitiveness of the national banking industry in order to contribute 
significantly	to	the	national	economy.	Through	consolidation,	it	is	expected	that	an	
increase in the economic scale of the bank could take place and the ability to face 
the challenges and demands of the ever-changing economic development could 
develop. Bank consolidation also encourages the creation of a strong banking that 
is able to compete not only domestically but also regionally and globally.

Banking consolidation is a policy 
that has been long promoted 
and will remain on the banking 
development agenda going forward. 
Consolidation, either through 
fusion, merger or acquisition, can 

be one of the strategies adopted by 
banks to increase their capacity and 
competitiveness. To that end, OJK will 
increase various efforts to encourage 
banks to consolidate through mergers, 
fusions or acquisitions.

Core Capital (Trillion Rp)
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Figure 5.6. Bank Consolidation Scheme.

In addition, consolidation can be 
one of the keys for banks to respond 
to various challenges at this time. 
Banks with large capital capacities 
tend to have prepared themselves to 
anticipate various challenges. In this 
case, banks with low capital capacity 
can join forces with those of large 
capital to strengthen themselves to 
anticipate challenges. 

The banking consolidation policy 
issued by OJK provides opportunity 
to collaborate between limited-capital 
capacity banks with adequate-capital 
capacity banks by forming a bank 
business group in order to increase 
capacity and competitiveness. Therefore, 
in the future, efforts to encourage banks 
to consolidate through fusions, mergers 
or acquisitions will also be followed by 
efforts to encourage them to form bank 
business groups.
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2. Strengthening Competitiveness Through Enhancement in 
 Governance and Efficiency

Efforts to strengthen banking structure through strengthening capital and 
consolidation	will	not	be	sufficient	to	increase	banking	competitiveness	if	it	is	not	
equipped by efforts to strengthen banking from a non-structural aspect. Various 
weaknesses in the aspect of banking operations need to be addressed so that 
banks have adequate competitiveness from the operational aspect and maintain 
the level of public trust in banking sector. To that end, banking development 
will be directed at enhancing several important aspects of banking operations, 
particularly	the	implementation	of	governance	and	increasing	efficiency.

Strengthening governance is one 
of the main elements in enhancing 
banking competitiveness. Good 
governance will have a positive 
imapact on bank performance. Good 
governance will assist the bank in 
achieving its goals effectively and 
efficiently	as	well	as	reducing	risks.	
On the other hand, experience shows 
that failure in the implementation of 
governance is often one of the main 
causes of bank’s failure to survive in 
business competition, and failure on 
such a massive scale can lead to a 
systemic crisis.

Given the importance of governance 
in improving competitiveness, 
efforts to strengthen governance 
implementation are one of the 
banking development agendas. 

In this regard, OJK will review policies 
regarding governance and risk 
management including provisions 
related to outsourcing with an emphasis 
on resources sharing between entities 
within a bank business group. In addition, 
OJK will continue to encourage the 
strengthening of bank governance 
implementation by increasing its 
capabilities through socialization and 
workshops. OJK will also continue to 
monitor the implementation of bank 
governance.
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Figure	5.7.	Benefits	of	Governance	Implementation.

In addition to good governance, 
banking	efficiency	is	an	important	
aspect	for	realizing	healthy	financial	
performance and enhancing banking 
competitiveness. Based on the 
micro perspective, in conditions 
of	increasingly	fierce	competition,	
a bank, in order to survive and 
develop,	must	be	efficient	in	its	
operations. Meanwhile, from a 
macro	perspective,	an	efficient	
banking	industry	can	influence	credit	
interest	rates	or	the	cost	of	financial	
intermediation.

With	a	higher	level	of	efficiency,	banking	
performance will be better at allocating 
financial	resources,	and	in	the	end	it	
can increase investment activities and 
economic growth. Thus, various efforts 
aimed	at	increasing	efficiency	so	as	to	
allow credit interest rates or national 
banking intermediation costs to be 
competitive are one of the agendas for 
future banking development.

Source : https://www.curasoftware.com/the-benefits-of-good-corporate-governance/(2020)
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3. Encouraging Product and Service Innovations

Amid	the	intense	competition	in	the	financial	sector	in	providing	services	and	
service activities in accordance with the needs of society, which is currently 
dominated by the millennial generation, banks are required to adjust products and 
service activities in order to maintain their business existence. Innovation and the 
availability of products and service activities quickly and on-time are the keys to be 
able to win the competition.

The main challenges facing 
Indonesian banks today are limited 
product innovation and service 
activities. To overcome this, future 
banking development is directed at 
encouraging innovation in product 
development and banking service 
activities. In this regard, OJK will 
review various current regulations 
and make adjustments in order 

to encourage product innovation and 
banking service activities. OJK will 
also prepare a legal basis that can 
accommodate the acceleration of product 
licensing and bank business activities, 
among others, through instant approval 
or piloting review in order to increase 
product innovation and banking business 
activities.

To accelerate product innovation and service activities carried out by banks, 
licensing reform by OJK is the most critical part. The substance of licensing reform 
is to increase the speed, accuracy and transparency of the licensing process. 
To facilitate innovation, OJK has taken progressive steps where the concept of 
piloting review and instant approval will be applied to submissions of digital 
products and activities from banks.Banks’ mitigation ability in terms of risk and the 
quality of their risk management implementation is the key to implementing this 
licensing process. This is to accommodate banking concerns regarding the length 
of the licensing process.
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Figure 5.8. Product and Service Innovation Development Through Licensing Acceler-
ation (Piloting Review and Instant Approval).

Accelerating Digital Transformation

The vast development of technology has disrupted many things. Banking is one of the 
sectors affected by such developments. Technological developments have changed 
consumer behavior and created new competitors from outside the banking sector, 
including	fintech.	In	line	with	increasingly	rapid	technological	changes	and	increasingly	
fierce	competition,	banks	must	be	prepared	to	anticipate	changes	that	occur	through	
accelerated digital transformation. Efforts to accelerate transformation by banking 
sector are aimed at changing consumer (customer) behavior patterns and connecting 
the physical world with the digital world.

To support digital acceleration, OJK 
has issued two regulations that support 
digital transformation, namely POJK 
No. 12/POJK.03/2018 concerning the 
Implementation of Digital Banking 
Services by Commercial Banks (POJK 
Digital Banking) and POJK No. 38/
POJK.03/2016 concerning the Application 
of Risk Management in the Use of 

Information Technology by Commercial 
Banks (POJK MRTI) (as amended by POJK 
No.13/POJK.03/2020).

On an OJK-Wide basis, regulation 
POJK No.13/POJK.03/ 2018 concerning 
Digital Finance Innovation, POJK No. 
57/POJK.4/2020 concerning Offering 
Securities through Information 
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Technology-Based Crowdfunding Services, and POJK No. 77/POJK.05/2016 concerning 
Information Technology-Based Lending and Borrowing Services have been issued. 
In addition, in the framework of consumer protection, OJK also issued POJK No.1/ 
POJK.07/2013 concerning Consumer Protection in the Financial Services Sector to 
ensure the protection of consumer data and/or information.OJK consistently provides 
support to speed up digital acceleration. In general, there are 2 (two) main strategies 
adopted by OJK in supporting digital banking. 

First, the acceleration of banking 
digitization, particularly in relation to 
the preparation of a legal basis for 
strengthening IT governance and risk 
management to support the acceleration. 
Second, strengthening the accelerated 
digitalization infrastructure through the 

use of IT Game Changers, encouraging 
information technology cooperation, and 
implementing advanced digital banking. 
To that end, future banking development 
will be directed at the following main 
points.

1. Strengthening Information Technology Governance 
 and Risk Management

Rapid digital changes have resulted in banks being required to have a framework 
and implement good information technology (IT) governance that is integrated 
with corporate governance. IT governance ensures that the needs, conditions, 
and choices of all stakeholders are evaluated to determine the objectives of the 

company to be agreed upon, 
provide direction for prioritization 
and decision making, and monitor 
performance and conformity to 
agreed objectives. The bank’s 
adequate IT governance framework 
and implementation can ensure 
that IT-related decisions are in line 
with the bank’s business goals and 
objectives for the long term.
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Figure 5.9. Information Technology Governance.

As part of implementing good IT 
governance, banks must conduct a 
cost	and	benefit	analysis	before	the	
decision to carry out a technology 
transformation, including what 
technology to develop and what 
infrastructure is required, as well as 
mitigating risks from technology 
adoption. Some of the risks 
inherent in the process of adopting 
technology include failure to assess 
the impact of the new technology 
being adopted, adopting technology 
before the bank is ready, delays in 
adopting technology that prevent 
banks from gaining the expected 
competitive advantage, and the 
emergence of unanticipated social 
issues during the transition.

Digital transformation has consequences 
of the emergence of new risks for 
banks both during the transformation 
process and after digital transformation 
is carried out. Therefore, it is necessary 
to solidify IT risk management to 
allow banks to mitigate these risks. 
With the implementation of good IT 
risk management, banks can improve 
efficiency,	operating	income,	and	reduce	
the likelihood of failure so that the impact 
of internal and external losses that will 
occur	on	company	profits,	lawlessness,	
decreased HR productivity, and decreased 
company reputation can be reduced.
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Figure 5.10. Trend in the Use of IT Game Changers.

Based on this, strengthening IT governance and risk management are the main 
prerequisites for accelerating digital banking in banking development direction. To that 
end, OJK will continue to encourage national banks to improve their IT governance 
and risk management. OJK will evaluate and adjust various policies and regulations 
related to the implementation of banking IT risk management and governance. 
Additionally, OJK will continue to conduct research in efforts to strengthen IT 
governance and risk management, including research on Cyber Incidence Response 
and Recovery (CIRR) which will become the basis for policies or regulations.

2. Encouraging the Use of IT Game Changers

The vast development of the latest technologies (IT Game Changers) such as 
artificial	intelligence,	blockchain,	and	the	cloud	as	well	as	the	use	of	increasingly	
mature technologies such as API (Application Programming Interface) opens 
new opportunities for banks to meet changing consumer expectations. With the 
use of IT Game Changers, banks can provide more seamless banking services 
according to consumer’s desires, especially through omnichannel development 
and Open API. On the other hand, the application of the aforementioned new 
technology	can	also	be	adopted	to	increase	bank	efficiency	and	facilitate	banks	
to comply with various prevailing regulations through the application of regtech 
(regulation technology).
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3. Encouraging Technology-Related Collaborations

The development of digital economy has given rise to many companies known as 
big	tech,	marketplaces	and	financial	technology.	In	addition,	these	developments	
have	also	caused	companies	in	the	capital	market	sector	and	non-bank	financial	
institutions to make digital transformation. This development brings challenges 
and opportunities for national banks to determine their future strategy. In order 
to take this development into an opportunity, banks need to pay attention to 
their	competitive	advantages	and	cooperate	with	financial	technology	(fintech)	
companies, bigtech, marketplaces, as well as companies in the capital market 
sector	and	non-bank	financial	institutions	to	be	able	to	improve	its	business	and	
play an optimal role in the digital economy ecosystem.

In line with this, the direction of 
banking development in the future 
has encouraged national banks to 
adopt IT Game Changers. Therefore, 
OJK will encourage banks to 
prepare appropriate technology 
infrastructure. OJK will also adjust 
various policies to support this and 
improve synergy and collaboration 
with stakeholders. The regulations 
issued	by	OJK	are	sufficient	to	
support movements for banks to 
carry out digital transformation, 
although the provided space is still 

limited, particularly in the implementation 
of open banking. OJK as a regulator will 
always see the function of law as social 
engineering in drafting provisions, to 
support digital transformation in the 
banking sector. Furthermore, OJK will 
continue to conduct research related 
to the use of IT Game Changers by 
banks and compile a blueprint for digital 
banking transformation that provides 
an overview and direction for the 
development of digitalization of national 
banking in the future in collaboration with 
stakeholders.
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Figure 5.11. Bank as the Digital Economy Ecosystem Center.

Bank’s function as a deposit taking 
institution will remain crucial in all 
economic activities, both for the 
retail and corporate segments. 
Furthermore, banks have advantages 
in terms of bases for maintaining the 
confidentiality	of	consumer	data,	
expertise in governance and risk 
management, and in developing 
innovative	financial	products.	In	
addition, banks also have loyal 
customers, access to personal 
relationships with consumers, and the 
reputation and trust of consumers 
that have been established earlier.

However,	fintech,	big	tech,	and	
marketplace companies have their 
own advantages. These companies are 
generally able to adopt new technologies 
more	quickly	and	more	flexibly	in	literacy	
of developing technology according 
to consumer needs (including interface 
aspect). These companies also have a 
market segment in which they compete 
with banks. In addition, consumers 
are also increasingly demanding for 
the convenience of obtaining various 
financial	services,	including	banking,	
capital market, and insurance through 
applications.
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Figure 5.12. Co-opetition Business Model Framework.

With	the	advantages	on	the	side	of	banks	and	bigtech,	fintech,	and	marketplaces	
as	well	as	consumer	demands	for	the	convenience	of	obtaining	financial	services	
in one application, banks can create collaboration and competition, also known 
as healthy co-opetition, with other companies in digital ecosystem to allow every 
company to develop and drive the growth of the digital economy. Collaboration 
and competition can be made in strategic alliances where each company can 
take advantage of other companies’ competitive advantages to develop either 
market	access	or	market	share;	access	to	resources	(such	as	data,	technology	or	
knowledge);	new	product;	as	well	as	the	development	of	new	technology	so	that	
it	is	mutually	beneficial,	able	to	provide	the	best	service	to	consumers,	and	to	
encourage the development of the digital economy.

Therefore, OJK will encourage the 
creation of co-opetition (competition 
and collaboration) while still paying 
attention to prudence aspect. In 
order to ensure the realization of this 
healthy co-opetition, OJK will, among 
other things, conduct research 
related to the implementation 

of	banks	as	a	super	app	for	financial	
products and services, review provisions 
related to outsourcing to encourage 
technology cooperation, and facilitate 
networking events between banks and 
digital	financial	innovation	in	collaboration	
with relevant stakeholders.
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Figure 5.13. Development of Information Technology in the Future.

4. Encouraging the Implementation of Advanced Digital Banking

Information technology continues to 
experience rapid development.
This development certainly had 
an impact on bank operations. 
Today, technologies such as API, 
Blockchain,	Artificial	Intelligence,	
and Cloud Computing have brought 
a challenge for banks in carrying 
out digital transformation as 
described above. However, going 
forward, information technology 

will continue to develop rapidly in line 
with the maturity of technology and new 
discoveries. Some of those technologies 
are nano technology, 5G, quantum 
computing, human augmentation, and 
brain computer interface as can be seen 
in the image below. The latest technology 
can change consumer behavior and in 
the	end	can	influence	banks	to	carry	out	
further transformation from digital banks 
to advanced digital banking.

To that end, national banks are encouraged to continue exploring the potential 
for the use of more advanced technology in an effort to maintain their competitive 
advantage, retain existing customers and add new customers. In supporting this, 
OJK will continue to conduct research and adjust policies when necessary to 
support the implementation of advanced digital bank.



108 Roadmap of Indonesian Banking Development in 2020-2025

Strengthening Banking’s Role in the National Economy

National banking holds an important role in the economy, starting from maintaining 
financial	system	stability	to	promoting	high	economic	growth	and	equitable	welfare	
distribution. In the previous section, the role of the banking sector and the direction 
of banking development in the future have been described in order to encourage the 
process of national economic recovery. In addition, banks are also required to take 
an active role in achieving high economic growth and improving the welfare of the 
community,	as	reflected	in	the	national	medium	and	long-term	development	plans.	
To achieve this development plan, they must be able to optimize their role, especially 
in	financing	national	economic	development,	deepening	financial	markets,	developing	
sharia	economies,	escalating	financial	access	and	education,	and	sustainable	financing.

In line with this, the direction of banking development is directed at the 
following measures:

1. Optimizing Banking’s Role in Economic Financing

Banking holds a very important role in driving national economic growth. The 
relationship between banking and economic growth is demand-following, namely 
the economic growth situation encourages demand for banks to facilitate the 
allocation	of	financial	resources	(Bappenas,	2019).

CREDIT CAR D

As previously explained, national 
economic development in the medium 
term	requires	substantial	financing	in	
order to take Indonesia out of the middle 
income trap and achieve the vision of 
the Golden Indonesia 2045, which is to 
become a sovereign, advanced, just, and 
prosperous country. One of the main 
sources	of	financing	for	the	economy	
comes from national banks which are 
expected	to	provide	new	financing	of	
Rp500 trillion to Rp600 trillion annually.

To that end, optimizing the role of banks 
in	financing	the	economy	to	achieve	the	
economic growth plan of an average 
of 5.7% per year (moderate scenario) 
is one of the agendas in the national 
banking development direction. In this 
regard, banks are encouraged to keep 
expanding	their	financing	to	priority	
economic sectors, MSMEs, and regional 
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development while still observing 
the principle of prudence to maintain 
financial	system	stability.	In	line	with	
this, banking can encourage the 
provision of credit to several priority 
economic sectors that have been set 
by the government, which include 
tourism, processing industry or 
manufacturing, food and beverage, 
textiles and apparel, automotive, 
electronics, and chemicals and 
pharmaceuticals. Banks are also 
encouraged to participate in 
financing	a	number	of	strategic	

projects (major projects) launched by the 
government as described in the previous 
section.

In addition, banks need to increase 
financing	to	the	MSME	sector,	which	is	
the backbone and main support of the 
national	economy.	Banking	financing	for	
regional development also needs to be 
continuously improved to have economic 
equality throughout Indonesia. To support 
this, OJK will continue to monitor the 
growth of national banking credit and 
ensure the quality of credit extension.

Given	the	staggering	development	financing,	especially	for	infrastructure,	
representative	offices	of	foreign	banks	in	Indonesia	clearly	need	to	increase	their	
contribution.	In	this	case,	the	representative	office	of	a	foreign	bank	can	optimize	
its	role	as	a	liability	from	its	head	office	to	seek	to	provide	financing	from	abroad	
(offshore	credit)	with	competitive	interest	rates	for	infrastructure	financing	in	
Indonesia. Thus, OJK will continue to encourage the enhancement of the role of 
representatives	of	foreign	bank	offices	in	Indonesia	and	monitor	the	development	
of	foreign	financing	in	order	to	encourage	infrastructure	development.
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2. Encouraging Financial Market Deepening 
 Through Multiactivities Business

A	deep	and	efficient	financial	market	is	one	of	the	important	factors	in	increasing	
the source of funds availability in short to long term for the development of 
national	economy.	This	deep	financial	market	can	provide	various	instruments	of	
choice for both investors and the public through easy access and various types 
of investment as well as for business actors for liquidity and risk management 
purposes.	In	addition,	the	deepening	and	developing	financial	markets	have	
stimulated	the	effectiveness	of	fiscal	and	monetary	transmission	and	supported	
the	realization	of	stronger	financial	system	stability.

However, as described above, the 
Indonesian	financial	market	is	still	
not	deep	and	efficient,	so	it	needs	
to be improved. The availability of 
financial	instruments	to	support	
business players’ liquidity and risk 
management needs as well as long-
term development funding is still 
limited, so enrichment is needed. 
This	condition	confirms	that	the	
development and deepening of 
financial	markets	still	need	special	
attention to be able to optimally 
support national economic 
development. Therefore, OJK always 
stimulates various strategic programs 
carried out in order to create a 

financial	market	that	is	deep,	efficient,	
active, and liquid through various policies 
and synergies with all stakeholders.

In	an	effort	to	encourage	financial	
market deepening, strategic initiatives 
to accelerate this have become one of 
the agendas in the direction of national 
banking development. In this regard, 
OJK will continue to encourage national 
banks to keep innovating and enriching 
their products and services, including 
through multiactivities that focus not only 
on traditional or conventional banking 
activities but also other activities such as 
wealth management.

Financial institutions, especially 
banking are the pulse of the economy. 
Any vulnerability and potential 
instability in the banking sector 
will disrupt the economy at large. 
To balance the encouragement of 
banks to contribute more to national 
development, OJK in the future 
will also collaborate with various 
stakeholders to move the wheels of 
national and regional economies. 

This role is mainly carried out by ensuring 
that	the	financial	industry	in	the	region	
is healthy and growing and is able to 
support national and regional economies. 
OJK will refocus on bank supervision 
in its working areas by ensuring stable 
performance	of	the	financial	sector	
and responds early to any potential 
vulnerabilities detected, as well as taking 
quick and precise supervisory actions.
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Figure 5.14. Efforts to Encourage Financial Market Deepening 
Through Multiactivities Business.

In	an	effort	to	encourage	financial	market	deepening,	strategic	initiatives	to	
accelerate this have become one of the agendas in the direction of national 
banking development. In this regard, OJK will continue to encourage national 
banks to keep innovating and enriching their products and services, including 
through multiactivities that focus not only on traditional or conventional banking 
activities but also other activities such as wealth management.

In addition, the OJK will evaluate and adjust various existing policies and 
regulations to support the development of better infrastructure and money 
market	financial	instruments,	both	in	exchange	rates	and	interest	rates	to	be	more	
varied, safe, and as needed. To that end, OJK will issue policies related to interest 

rate and exchange rate derivative 
transactions in order to encourage 
product expansion and increase 
transactions cleared through the 
Central Counterparty (CCP) that meet 
international standards, support the 
optimization of multiactivities carried 
out by banks and the possibility 
of universal banking in Indonesia, 
and encourage the development 
and expansion of distribution 

of structured products by taking into 
account the principles of prudence 
and consumer protection. OJK will also 
continue to solidify policy synergy with 
the government, Bank Indonesia and 
other authorities as well as collaboration 
through various forums including the 
Development Financing Coordination 
Forum through Financial Market (FK-PPPK) 
for the development and deepening of 
the	national	financial	market.
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Figure 5.15. Synergy of Halal Industry and Identity Boost.

3. Utilizing Sharia Banking as a Catalyst for Sharia Economy

Sharia banking has a strategic role in encouraging the acceleration of sharia 
economic growth, which is currently the government’s attention. The contribution 
of	sharia	banking	is	primarily	made	through	financing	and	provision	of	inclusive	
and highly competitive service activities. However, as previously stated, Islamic 
banking is still not contributing optimally to the development of Islamic economy 
because there are still many challenges that need to be overcome.

In order to strengthen sharia 
banking to serve as a catalyst for 
sharia economy and remembering 
the fundamental characteristics of 
sharia banking, OJK has issued a 
separate sharia banking development 

roadmap that contains future 
development directions, aligned with the 
development of the sharia economy in 
Indonesia. In general, the roadmap for the 
development of Islamic banking contains 
three major directions, namely:

i. Strengthening the identity of Islamic banking by improving Islamic values, 
 developing uniqueness of highly competitive Islamic products and digitizing 
	 Islamic	banking;
ii.	 Synergy	of	Islamic	banking	with	the	Islamic	economic	ecosystem;	and
iii. Strengthening licensing, regulation, and supervision.
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4. Escalating Access and Financial Education

Financial inclusion and literacy are essential in promoting economic growth, 
improving	public	welfare,	and	maintaining	financial	system	stability.	Based	on	
a survey conducted by OJK, as stated in the previous section, the rate of bank 
inclusion has only reached 73.88% and the rate of banking literacy only reached 
38.02% in 2019. Even though the rate of inclusion and literacy has reached the 
national	plan,	improvements	are	still	needed.	In	addition,	low	rates	of	financial	
literacy	accompanied	by	higher	rates	of	financial	inclusion	certainly	carry	a	
potential	risk	where	the	public	becomes	more	vulnerable	to	financial	fraud	
schemes or illegal investments. This potential risk needs to be addressed.

For this reason, banking 
development in the future needs to 
focus on various efforts to increase 
banking inclusion, especially in areas 
that still have low levels of inclusion 
and banking literacy to various levels 
of society. In addition, going forward, 
increased banking inclusion needs to 
be balanced with increased banking 
literacy. In an effort to increase 
financial	inclusion,	OJK	will	increase	
collaboration with banks and related 
stakeholders to build savings habits 
among the younger generation, 
especially students through the one 
student one account program.

In addition, OJK will continue to 
collaborate with various stakeholders 
through various efforts to increase the 
level of public banking literacy. Regional 
OJK	offices	will	be	instructed	to	play	an	
active	role	in	increasing	financial	literacy,	
opening	financial	access,	and	protecting	
the public from various illegal investment/
financial	products	that	have	the	potential	
to cause loss. In order for these efforts 
to be more effective and become joint 
efforts, cooperation by involving other 
stakeholders in the regions such as Bank 
Indonesia, local Ministries/Institutions 
and Financial Services Industry will be 
further enhanced. Through this broader 
collaboration, various programs to expand 
access	to	finance	will	be	more	diverse	and	
reach all segments of society.
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5. Encouraging Banking’s Participation in Sustainable Financing

National banking is inseparable from the demands to support comprehensive 
sustainable development that includes aspects of Environment, Social and 
Governance (ESG), in line with the achievement of the Sustainable Development 
Goals (SDGs). Therefore, banks must be able to adapt to these demands by 
making	efforts	to	increase	the	application	of	sustainable	finance	principles	
and facilitate sustainable economic activities. Banks need to implement 
environmentally-friendly and sustainability principles in every decision-making 
process and in every business activity. Thus, all banking transactions, including 
financing,	are	expected	to	be	sustainable	in	the	long	term.

To	support	sustainable	financing,	OJK	
has accommodated the principles of 
sustainable	finance	in	the	Sustainable	
Finance Roadmap 2015-2019 
which was then implemented in 
several regulations. OJK is currently 
focusing on the preparation of the 
Roadmap for Phase 2 of Sustainable 
Finance. This Roadmap will contain 
important frameworks such as 
improving supervisory capacity 
related to aspects of sustainable 
finance	implementation,	incentive	
and disincentive mechanisms for 
financial	service	institutions,	including	

banking, as well as other rules that are 
expected to accelerate the achievement 
of expected goals. In this regard, OJK 
will do several things, including issuing 
guidelines	on	ESG	for	financial	service	
institutions including banking, building 
a reporting system and transparency of 
ESG implementation, as well as carrying 
out capacity building and institutional 
development. In addition, OJK will 
continue to optimize international forums 
such as the Sustainable Banking Network 
and the OECD-Tri Hita Karana Forum as 
part of efforts to establish a sustainable 
finance	ecosystem.
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Figure 5.16. Sustainable Financial Ecosystem.

In order to achieve this goal, a 
supporting	sustainable	financial	
ecosystem is required. OJK is 
currently working on an initiative 
to create a Sustainable Finance 
Ecosystem in Indonesia in 
collaboration with related ministries 
and institutions. This ecosystem 
is expected to encourage the 
implementation of sustainable 

finance	principles	in	order	to	reduce	
the impact of climate change and the 
achievement of other goals contained 
in the SDGs. In this ecosystem, the 
role and contribution of banks is vital 
in accelerating the achievement of the 
expected goals. It is hoped that banks 
will be able to create the instruments 
or tools needed to increase sustainable 
financing	activities.

In addition, in order to create an effective ecosystem, the taxonomy of sustainable 
finance	is	an	important	aspect	of	the	ecosystem.	This	taxonomy	contains,	among	
other things:

i.	 The	definition	of	“green”	in	a	project;
ii.	 Necessary	tools,	such	as	certification	and	rating	agencies	that	can	assess	
	 environmental	aspects	and	impacts	of	a	project	to	be	financed	or	a	bond	to	be	
	 issued	by	the	SJK;	and
iii. Business activities that meet the minimum environmental requirements 
 (safeguards). The taxonomy will be compiled together with relevant Ministries/
 Agencies in Indonesia.
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Strengthening Regulation, Licensing, and Supervision

Strengthening banking regulations, licensing and supervision is essential to keep 
up with the increasingly complex dynamics of banking developments and the 
continued development of information technology. Efforts to strengthen regulation 
need to be directed by adopting a principle-based approach to have more agile and 
forward-looking regulations. In addition, licensing needs to be improved by utilizing 
information technology. Likewise, supervision needs to be improved through the use of 
information technology, also known as supervisory technology (suptech).

1. Strengthening Regulations by Adopting 
 Principle-Based Approach

The rapid economic and banking changes due to the Covid-19 pandemic, 
geopolitical tensions, as well as changes in information technology developments 
led to the need for more agile and forward looking banking regulations. For this 
reason, regulations need to be directed at a principle-based pattern, adaptive 
to changes in the banking structure and ecosystem, and a forward-looking 
orientation. This principle is intended to provide room for innovation for the 
industry to be more developed without compromising prudence. The regulatory 
concept that refers to rule-based will quickly become obsolete and tends to 
limit the space for industry and supervisors to apply professional judgment and 
flexibility	in	supervisory	actions	in	accordance	with	national	banking	conditions.

In line with this, OJK will apply a 
principle-based arrangement going 
forward. OJK is currently reviewing 
several provisions that still adhere to the 
rule-based “extreme” principle which in 
certain conditions actually hinders the 
resolution of a problem. These rule-
based	provisions	will	be	refined	with	a	
principle-based approach that prioritizes 
outcomes and takes into account the 
characteristics and complexity of the 
bank.



117Directions of Indonesian Banking Development

Figure 5.17. Changes of Rule-Based Regulations to Principle-Based Regulations.

2. Strengthening Licensing Through Utilization of Technology

The fast-moving banking dynamics require speed of licensing, especially in 
relation to institutions, management and ownership. In response to this, OJK is 
committed to accelerating licensing by using technology.

In addition, OJK will continue to align banking regulations with reference to 
best practices and/or international standards by taking both national banking 
developments and national interests into account.

Since 2015, OJK has been 
developing information-based 
licensing for banks through the 
Integrated Licensing and Registration 
System (SPRINT) application. The 
SPRINT application brings several 
advantages. From the bank’s side as 
the applicant, the SPRINT application 
provides added value to the 
services provided by OJK, especially 
regarding	efficiency,	transparency	
in the form of information on 
licensing status (tracking system) 

and a simpler process. From the OJK 
side, the SPRINT application can ensure 
data accuracy, speed of decision making, 
and effectiveness of licensing process 
monitoring, especially those involving 
coordination between two or more 
supervisory sectors in OJK. To support the 
smooth implementation of the SPRINT 
application, OJK has opened a SPRINT 
Corner which can be used by parties who 
need assistance/guidance or help banks 
resolve technical problems in using the 
SPRINT application.
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Figrue 5.18. Strengthening Licensing Process.

The implementation of SPRINT application for licensing processing at OJK is not 
only for digitizing licensing business processes from manual to computerized, but 
also	includes	simplification	of	business	processes,	to	allow	SPRINT	application	
to	provide	even	more	maximum	benefits	to	OJK	stakeholders.	For	example,	
bancassurance licensing which involves the banking sector and IKNB supervision 
initially requires a processing time of up to 101 days, and now it can be improved 
to 17 days. Going forward, OJK will continue to develop the SPRINT application 

on an ongoing basis to have it more 
effective	and	efficient.	OJK	will	also	
continue to disseminate the SPRINT 
application to banks to provide a 
comprehensive picture and increase 
understanding.

In addition to developing the SPRINT 
application, OJK has also developed 
an Application for the Information 
System of Players in the Integrated 
LJK (SIPUTRI). SIPUTRI is OJK’s 
internal platform which functions as 
an information aggregator to provide 
profiles	and	histories	of	individuals	
who	have	worked	in	financial	services	

institutions. With this innovation, the 
licensing process for bank management 
can be accelerated from the original 30 
working days to only 14 working days. 
The SIPUTRI application is not limited to 
assisting the licensing process but also for 
reporting,	supervision	and	fulfillment	of	
other information needs that are needed 
internally at OJK. In the future, SIPUTRI 
application will be further expanded to 
the database of actors in LJK which can 
also	be	accessed	by	banks	specifically.	
OJK will also continue to conduct 
training related to the use of the SIPUTRI 
application for banks.
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Figure 5.19. Application of Supervisory Technology.

3. Strengthening Supervision with Optimum 
 Technology Utilization (Suptech)

Changes in the external ecosystem require a fundamental change from the 
conventional surveillance concept applied today. Transformation from the 
people mindset side, digitizing business processes and supporting supervisory 
technology (suptech) infrastructure are urgent matters to keep pace with external 
developments. In the future, suptech must be able to detect potential digital 
problems	in	the	financial	services	sector	earlier,	along	with	timely	and	substantial	
monitoring measures. For this reason, by carrying out the concept of ‘supervisory 
for	tommorrow’,	the	use	of	big	data	analytics	&	artificial	intelligence	will	be	more	
dominant	in	the	implementation	of	individual	surveillance,	risk	profiling,	and	
supervisory action functions on individual banks.

Through the use of big data analytics 
&	artificial	intelligence,	supervisors	
will receive support for diagnostic, 
predictive and prescriptive data 
output capable of producing 
automatic preliminary fragility 
analysis of a bank. Through the 
support of this system, supervisors 

will be able to respond to early warning 
signals realtime and take early supervisory 
intervention. This condition will certainly 
overhaul the current supervisory business 
process, and what is more important is 
a change in the mindset of supervisory 
human resources into more aware, 
capable and knowledgeable of IT.
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Currently, OJK has utilized 
information technology in every 
stage of banking supervision, both in 
the process of gathering information, 
processing data, and analyzing 
data. However, IT utilization at OJK 
is still at the output stage which is 
descriptive in nature where data/ 
information related to banking can 
be seen through the system. This 
needs to be improved so that the use 
of the latest information technology 
can fully support the banking 
supervision process.

Going forward, OJK will utilize 
integrated data analytics supported 
by the use of technology such as 

data warehouses, big data analytics, and 
artificial	intelligence	to	be	able	to	support	
comprehensive analysis for supervisors. 
With integrated data analytics, the system 
will periodically carry out a preliminary 
analysis process of banking population 
data and correlate it with various other 
data,	which	is	highly	inefficient	and	almost	
impossible for humans to do repetitively 
and manually every day. However, 
further	analysis	and	the	final	decision	
on the preliminary analysis produced 
by the system are still performed by the 
supervisor. The use of integrated data 
analytics will be very effective as well as 
efficient	in	conducting	preliminary	analysis	
because OJK has detailed data as well as 
historical banking data.
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It	can	also	manage	financial	services	sector	data	in	non-bank	financial	
institutions and capital market, making it possible to conduct cross-sectoral 
analysis to detect contagion effects from one sector to another. By utilizing 
integrated data analytics, OJK will be able to monitor key risk indicators and 
early warning signals in real-time when data is received.
 
Additionally, with the alerts generated by the system, OJK can intervene 
earlier/ more quickly when a risk is detected, or an increase in risk in 
certain areas occurs. Finally, OJK will be able to obtain an overall and more 
comprehensive picture of the banks under supervision, not just based on 
data samples.

4. Strengthening Supervision on Consolidation
 (Bank Business Group)

In order to support banking supervision, OJK considers it necessary to strengthen 
consolidation, especially for the bank business group. Strengthening the 
consolidation supervision will be carried out by utilizing information technology 
in line with the direction of supervisory technology implementation. In order to 
perform this, OJK will review the consolidation supervision methodology and 
improve the consolidation supervision information system infrastructure, including 
improving bank consolidation reporting.
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Figure 5.20. Three Capabilities of an Agile Leader.

Enabling Factors

The success of achieving the direction of banking development as mentioned 
above requires several supporting tools which are the main prerequisites (enablers), 
namely leadership patterns and change management, quality and quantity of human 
resources, information technology infrastructure, as well as synergy and collaboration 
of all stakeholders.

1. Leadership and Change Management

Global and domestic economic conditions continue to show volatility, 
uncertainty, increasingly complex and ambiguous nature (volatility, uncertainty, 
complexity, ambiguity/VUCA) as technology continues to develop. In this 
condition, rapid change is inevitable. To be able to survive, banks need to have 
agile leaders bring banks to adapt quickly with the changes. Adaptive banks are 
more likely to focus on consumers and a changing environment because banks 
will	be	more	open	and	inclusive.	The	bank	can	be	more	flexible	to	adapt	to	the	
uncertainties in the VUCA era.

Smet, Lurie, St. Gorge (2018) in a 
report published by McKinsey states 
that there are three capabilities a 
leader needs to have in building 
an agile organization. First, the 
leader must transform their mindset 
and behavior. Second, they must 
transform how their team works 
into new ways. Finally, the leaders 
must be able to transform their 
organization by building a design and 

culture of agility as a whole. Therefore, 
in an effort to realize the direction of 
banking development, bank leaders need 
to continue to improve their leadership 
abilities and change their mindset and 
habits to be more agile. In addition, bank 
leaders must strive to realize bank as 
an adaptive organization to achieve the 
desired goals. In order to support this, 
OJK will strive to be able to provide a 
variety of leadership training.
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2. Quality and Quantity of Human Resource

Human resource (HR) is the biggest challenge that must be overcome in order 
to increase competitiveness and carry out digital transformation of the banking 
industry. Competitive banking urgently needs human resources who have the 
ability to innovate and develop banking products and services that can meet 
consumer	needs,	is	efficient,	and	capable	of	risk	management,	especially	for	
various potential new risks. This also needs to be supported by adequate 
supervisory human resources to create a healthy banking industry.

On the other hand, in the context 
of digital transformation, banks 
will need three aspects of human 
resources as prerequisites for digital 
transformation, namely the quality 
of	human	resources	in	the	field	of	
reliable information technology, 
sufficient	quantity	of	human	
resources	in	the	field	of	information	
technology, and a change in mindset 
towards a digital mindset of banking 
human resources as well as banking 
supervisors.

Human resources who are competent 
in utilizing technology are needed 
to transform conventional business 
processes into digital-based business 

processes, both from banking business 
processes and banking supervision 
process at OJK. The availability of 
adequate human resources in the IT 
sector for banks and bank supervisors 
is an important prerequisite to have 
the digital transformation process 
carried out evenly in national banking. 
Meanwhile, changing the mindset is 
the biggest challenge during digital 
transformation. Banking human 
resources need to change their mindset 
in order to think broadly in optimizing 
technology in business processes and 
in providing banking services. They 
need to expand their horizons beyond 
banking to technology in order to help 
serve customer needs digitally.
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Figure 5.21. Three Necessary HR Aspects to Develop.

In addition, a change in mindset 
is also necessary for banking 
supervision to allow optimization 
of the use of technology in the 
supervisory process and adequate 
capabilities and expertise to 
supervise the increasingly digitalized 
banking industry. Therefore, 
increasing capacity and capability of 
banking employees and supervisors 

must be carried out in a sustainable 
manner,	including	certification,	and	be	
equipped with a variety of skills needed 
in the digital era. To support this, OJK will 
continue to facilitate the development of 
banking HR competencies by improving 
regulations related to HR development, 
competency standards, and the national 
banking	industry	certification	mechanism.
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Figure 5.22. Indonesia’s IT Infrastructure Development Program.

3. Equal Information Technology Infrastructure

The main factor for the success 
of digital transformation is the 
availability of telecommunication 
infrastructure and networks that 
are evenly distributed throughout 
Indonesia. The implementation 
of banking digitization will not be 
optimal and reach customers widely 
in all regions of Indonesia if the 
infrastructure and telecommunication 
networks, especially the internet 
network,	are	not	sufficient,	evenly	
distributed and of high quality 
throughout Indonesia.

The infrastructure that must be owned by 
a bank among others include availability 
and readiness of storage and network 
that support the implementation of digital 
transactions, which can be in the form 
of a physical server or cloud utilization, 
as well as an adequate security system. 
To encourage this, OJK will always 
work together and coordinate with the 
government to support the acceleration 
of information technology infrastructure 
development, especially internet networks 
throughout Indonesia, such as the Palapa 
Ring project.
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4. Synergy and Collaboration Among All Stakeholders

Banking development can take place more quickly and comprehensively by means 
of synergy and effective coordination with the government, authorities, industry 
and related stakeholders.

Policies and regulations applicable 
in the banking sector are inseparable 
from policies issued by the 
government	(on	fiscal	and	national	
development), Bank Indonesia in 
particular related to monetary policy 
and payment systems, as well as the 
Deposit Insurance Corporation (LPS) 
related to banking resolution policies. 
Therefore, synchronization and 
alignment of OJK’s policies with the 
government, Bank Indonesia, Deposit 
Insurance Corporation, and other 

relevant authorities are very important to 
ensure that the policies of each institution, 
whether stimulus or contractive in nature, 
can work effectively and consistently in 
the market.

Furthermore, taking into account the 
structure	of	Indonesian	financial	system,	
which is still dominated by banks, OJK will 
continue to play an active role, coordinate 
and collaborate in the Financial System 
Stability	Committee	to	ensure	financial	
system stability is maintained.
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Figure 5.23. Institutional Collaboration Synergy.

The effectiveness of regulations issued by OJK cannot be separated from 
the active role of banking industry, which includes the role of associations in 
supporting the industry. OJK will encourage associations to optimize their roles 
by coordinating effectively with various parties, including the government. 
In addition, OJK will boost synergy with associations to allow effective 
implementation of policies at banks.

In terms of reviewing and drafting regulations, OJK will enhance cooperation 
with various parties with an interest in the implementation of banking business 
activities. OJK will also include domestic and international universities/research 
institutions in research/studies in support of banking development.
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APPENDICES

Work Program Matrix RP2I 2020-2025

Pillar 1: Strengthening Structure and Competitive Advantages
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Pillar 2: Accelerating Digital Transformation 
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Pillar 3: Strengthening Banking’s Role in the National Economy
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Pillar 4: Strengthening Regulation, Licensing, and Supervision
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The man who moves a mountain begins 

by carrying away small stones“ ”- Confucius
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