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Abstract:  7his study explores the strategic
collaboration between Rural Banks (Bank Perkreditan
Rakyat) and Peer-to-Peer (P2P) lending platforms, with
a focus on ANS Group BPR in Indonesia. It aims to
bridge the gap between traditional banking services
and modern fintech solutions to enhance financial
inclusion. Using qualitative analysis, including PESTEL,
Porter's Five Forces, and VRIO frameworks, the study
/dentifies  potential collaboration schemes and
evaluates their financial viability through Discounted
Cash Flow (DCF) valuation. The findings reveal that
channeling funds from P2P lending to Rural Banks
could maximize equity value for banks with high capital
adequacy ratios, while the reverse is beneficial for
banks with limited capital adequacy. The study
concludes that strategic collaboration between these
sectors can significantly enhance financial inclusion and
service delivery, overcoming challenges related to
technology adoption and regulatory limitations.
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I. INTRODUCTION

The rapid evolution of financial technology (fintech)
has revolutionized the global financial landscape,
offering innovative solutions that enhance financial
inclusion and service delivery. P2P lending platforms
have emerged as a prominent fintech innovation,
providing an alternative to traditional banking services
by facilitating direct lending between individuals or
businesses (Zhang, 2019). Despite their potential, P2P
lending platforms face significant challenges, including
regulatory  hurdles and limited access to
comprehensive banking services (Zhang, 2019).

Rural Banks, also known as Bank Perkreditan Rakyat
(BPR) in Indonesia, play a crucial role in extending
financial services to underserved communities. These
institutions are deeply rooted in rural and remote areas,
with a mission to support local economies and promote
financial inclusion (Suharto, 2018). However, Rural
Banks often struggle with technology adoption and
face challenges in keeping pace with the rapidly
evolving fintech sector (Suharto, 2018).
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Figure 1. The P2P Lending Business Process (Suryono,
et al,, 2019)

The strategic collaboration between Rural Banks
and P2P lending platforms presents a unique
opportunity to leverage the strengths of both sectors.
By combining the extensive network and local
knowledge of Rural Banks with the technological
innovation and flexibility of P2P lending platforms, this
collaboration can significantly enhance financial
inclusion and service delivery in Indonesia (Suharto,
2018).

The fintech revolution has highlighted the need for
traditional financial institutions to adapt and integrate
new technologies to remain competitive and relevant.
Research has shown that strategic partnerships
between fintech companies and traditional banks can
lead to mutually beneficial outcomes, including
improved service efficiency, enhanced customer
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experience, and increased financial inclusion (Zhang,
2019).

This study aims to explore the potential for
strategic collaboration between Rural Banks and P2P
lending platforms, with a focus on ANS Group BPR in
Indonesia. Through qualitative analysis, including
frameworks such as PESTEL, Porter's Five Forces, and
VRIO, the study seeks to identify potential collaboration
schemes and evaluate their financial viability using
Discounted Cash Flow (DCF) valuation (Zhang, 2019;
Suharto, 2018).

The findings of this study are expected to provide
valuable insights into the opportunities and challenges
associated with such collaborations, offering practical
recommendations for both Rural Banks and P2P
lending platforms to enhance their services and reach.
By addressing the regulatory and technological
challenges faced by both sectors, this collaboration can
contribute to the broader goal of financial inclusion in
Indonesia and beyond.

Literature review

The fintech revolution has significantly transformed
the global financial landscape, offering innovative
solutions that enhance financial inclusion and service
delivery. This literature review aims to provide a
comprehensive overview of the key concepts and
theories relevant to the strategic collaboration between
Rural Banks and P2P lending platforms. By examining
the strengths and limitations of both sectors, this
chapter sets the stage for exploring potential
collaboration schemes and their financial viability.

Fintech Revolution and P2P Lending

The fintech revolution has been characterized by
the emergence of innovative financial technologies that
disrupt traditional banking services. Peer-to-Peer (P2P)
lending platforms have emerged as a prominent fintech
innovation, providing an alternative to traditional
banking services by facilitating direct lending between
individuals or businesses (Zhang, 2019). These
platforms leverage technology to reduce transaction
costs, improve access to credit, and enhance financial
inclusion (Zhang, 2019).

Despite their potential, P2P lending platforms face
significant challenges, including regulatory hurdles and
limited access to comprehensive banking services
(Zhang, 2019). Research has shown that regulatory
frameworks are crucial for the sustainable growth of

P2P lending platforms, as they ensure transparency,
security, and consumer protection (Zhang, 2019).

Rural Banks and Financial Inclusion

Rural Banks, also known as Bank Perkreditan Rakyat
(BPR) in Indonesia, play a crucial role in extending
financial services to underserved communities. These
institutions are deeply rooted in rural and remote areas,
with a mission to support local economies and promote
financial inclusion (Suharto, 2018). Rural Banks often
struggle with technology adoption and face challenges
in keeping pace with the rapidly evolving fintech sector
(Suharto, 2018).

The literature highlights the importance of local
knowledge and networks in the success of Rural Banks.
By leveraging their extensive network and
understanding of local economic conditions, Rural
Banks can effectively serve their communities (Suharto,
2018). However, the limited capital adequacy ratio
(CAR) of some Rural Banks restricts their ability to grow
their credit portfolio, highlighting a significant
challenge in their operations (Suharto, 2018).
Strategic Collaboration Between Fintech and
Traditional Banks

The strategic collaboration between fintech
companies and traditional banks has been a subject of
extensive research. Studies have shown that such
collaborations can lead to mutually beneficial
outcomes, including improved service efficiency,
enhanced customer experience, and increased financial
inclusion (Zhang, 2019). The integration of fintech
innovations into traditional banking services can help
banks stay competitive and relevant in the rapidly
evolving financial landscape (Zhang, 2019).

Potential Benefits and Challenges of Collaboration

The collaboration between Rural Banks and P2P
lending platforms presents several potential benefits.
By combining the extensive network and local
knowledge of Rural Banks with the technological
innovation and flexibility of P2P lending platforms, this
collaboration can significantly enhance financial
inclusion and service delivery (Suharto, 2018). The
literature suggests that such collaborations can also
help Rural Banks overcome their technological
challenges and improve their operational efficiency
(Suharto, 2018).
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However, there are also significant challenges
associated with this collaboration. Regulatory hurdles
and the need for technological integration can pose
significant barriers to successful collaboration (Zhang,
2019). Additionally, the different operational models
and risk management practices of Rural Banks and P2P
lending platforms may require extensive coordination
and alignment to ensure a seamless collaboration
(Suharto, 2018).

Il. METHODOLOGY

Several theoretical frameworks can be applied to
analyze the strategic collaboration between Rural
Banks and P2P lending platforms. The PESTEL
framework can be used to assess the external
environmental factors that influence this collaboration,
including political, economic, social, technological,
environmental, and legal factors (Zhang, 2019). The
Porter's Five Forces framework can help analyze the
competitive landscape and the bargaining power of
different stakeholders (Zhang, 2019).

The VRIO framework is useful for evaluating the
internal resources and capabilities of Rural Banks and
P2P lending platforms, assessing whether their
resources are valuable, rare, inimitable, and organized
to create a sustainable competitive advantage (Zhang,
2019). The Discounted Cash Flow (DCF) valuation can
be used to evaluate the financial viability of different
collaboration schemes, providing insights into their
long-term financial potential (Zhang, 2019).

Qualitative Approach

This study employs a qualitative approach,
utilizing frameworks such as PESTEL and Porter's Five
Forces to analyze the external environment and VRIO
for internal resource evaluation. These frameworks
provide a structured way to assess the various factors
influencing the collaboration between Rural Banks and
P2P lending platforms.

PESTEL Analysis
The PESTEL framework is used to analyze the
external environmental factors that could impact the
collaboration. These factors include:
e Political: The regulatory environment and
government policies that affect the operations
of Rural Banks and P2P lending platforms.

e Economic: Economic conditions and market
trends that influence the financial viability of
the collaboration.

e Social: Social norms and consumer behavior
that shape the demand for financial services.

e Technological: Technological advancements
and innovations that can be leveraged for
collaboration.

e Environmental: Environmental factors that may
impact the collaboration, such as natural
disasters or climate change.

e legal: Legal frameworks and compliance
requirements that must be met by both Rural
Banks and P2P lending platforms.

Porter's Five Forces

Porter's Five Forces framework is used to
analyze the competitive landscape and the bargaining
power of different stakeholders. These forces include:

e Threat of New Entrants: The likelihood of new
competitors entering the market and the
barriers to entry.

e Bargaining Power of Suppliers: The influence
of suppliers on the collaboration, including
technology providers and regulatory bodies.

e Bargaining Power of Buyers: The influence of
customers on the collaboration, including their
preferences and bargaining power.

e Threat of Substitute Products or Services: The
availability of alternative financial services that
could compete with the collaboration.

e Rivalry Among Existing Competitors: The level
of competition among existing players in the
market.

VRIO Framework
The VRIO framework is used to evaluate the
internal resources and capabilities of Rural Banks and
P2P lending platforms. This framework assesses
whether their resources are:
e Valuable: Capable of creating value for the
collaboration.
e Rare: Unique and not easily replicated by
competitors.
e Inimitable: Difficult for competitors to imitate.
e QOrganized: Properly managed and leveraged
to create a competitive advantage.
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Financial Performance Analysis

The financial performance of Rural Banks and
P2P lending platforms is analyzed to understand their
current financial health and potential for collaboration.
Key financial metrics, such as capital adequacy ratios,
profitability, and liquidity, are examined to assess the
financial viability of different collaboration schemes.

Expert Interviews

In-depth interviews with industry experts
provide insights into the current state and potential for
collaboration. These interviews help to validate the
findings from the frameworks and financial analysis,
providing a more comprehensive understanding of the
opportunities and challenges associated with the
collaboration.

I1l. ANALYSIS AND RESULTS

Financial Projection

The financial projection section is a critical
component of the business solution, providing a
detailed analysis of the financial implications of the
proposed collaboration schemes. This section involves
forecasting the financial performance of ANS Group
BPR over the next five years, considering various
scenarios and collaboration models.

Financial projections  are essential for
understanding the potential impact of the
collaboration on the bank's financial health. Key
financial metrics such as revenue, net profit, and capital
adequacy ratios (CAR) are analyzed to assess the
financial viability of each collaboration scheme. The
projections are based on historical data, market trends,
and assumptions about future economic conditions.

Collaboration Scheme Analysis

This section delves into the detailed analysis of the
four collaboration schemes identified in the previous
chapters. Each scheme is evaluated based on its cost of
equity, free cash flow to equity (FCFE), efficiency,
profitability, and capital requirements.

1. Cost of Equity

The cost of equity is a crucial factor in determining
the financial viability of the collaboration schemes. It
represents the return that shareholders expect from
their investment in the bank. The cost of equity is
calculated using various models, such as the Capital

Asset  Pricing Model
comprehensive analysis.

(CAPM), to ensure a

2. Free Cash Flow to Equity (FCFE) Analysis

The FCFE analysis provides insights into the cash
flows available to the bank's equity holders after
accounting for all expenses, including debt
repayments. This analysis helps in understanding the
bank's ability to generate cash for its shareholders, a
critical consideration for the collaboration schemes.

3. Efficiency, Profitability & Capital Requirement
Efficiency and profitability are key indicators of the
bank's operational performance. This section analyzes
the impact of the collaboration schemes on the bank's
efficiency and profitability, considering factors such as
operational costs, revenue streams, and capital
requirements. The analysis highlights how the
collaboration can enhance the bank's financial

performance and meet its capital adequacy
requirements.
IV. CONCLUSION

Based on the financial projections and

collaboration scheme analysis, the chapter concludes
with a comprehensive evaluation of the most suitable
collaboration scheme for ANS Group BPR. The
conclusion considers the bank's financial health, capital
adequacy ratios, and strategic objectives to determine
the best course of action. The findings identify four
collaboration models suitable for ANS Group BPR and
P2P lending platforms. These models include
channeling funds from P2P lending to Rural Banks and
vice versa, each offering distinct benefits depending on
the bank's capital adequacy. The financial viability
analysis reveals that channeling funds from P2P lending
to Rural Banks could maximize equity value for banks
with high capital adequacy ratios, while the reverse is
beneficial for banks with limited capital adequacy.

Detailed Analysis of Collaboration Schemes

The four collaboration schemes identified in the
previous chapter are evaluated in detail, considering
their financial and operational implications. Each
scheme is analyzed based on its potential benefits,
challenges, and financial viability.

1. Channeling from P2P Lending to Rural Bank
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In this scheme, funds from P2P lending platforms
are channeled to the rural bank, which acts as the
lender. The bank benefits from the additional capital,
which can be used to expand its credit portfolio. This
scheme is particularly beneficial for banks with high
capital adequacy ratios, as it allows them to leverage
the additional funds to enhance their lending activities.

2. Referral from P2P Lending to Rural Bank

In the referral scheme, the rural bank refers
potential borrowers to P2P lending platforms. The bank
earns a referral fee for each successful loan, while the
P2P platform manages the loan. This scheme is
advantageous for banks with limited capital adequacy
ratios, as it allows them to generate additional revenue
without increasing their capital requirements.

3. Channeling from Rural Bank to P2P Lending

In this scheme, the rural bank channels funds to
P2P lending platforms. The P2P platform manages the
lending process, and the bank earns interest on the
funds. This scheme is beneficial for banks with limited
capital adequacy ratios, as it allows them to generate
additional income without increasing their credit
portfolio.

4. Referral from Rural Bank to P2P Lending

In the referral scheme, the rural bank refers
potential investors to P2P lending platforms. The bank
earns a referral fee for each successful investment,
while the P2P platform manages the investment. This
scheme is advantageous for banks looking to generate
additional revenue without taking on additional capital
requirements.

Financial Viability Analysis

The financial viability of each collaboration scheme
is assessed using Discounted Cash Flow (DCF)
valuation. This method involves forecasting the future
cash flows of the bank under each collaboration
scheme and discounting them to their present value.
The analysis reveals that channeling funds from P2P
lending to Rural Banks could maximize equity value for
banks with high capital adequacy ratios, while the
reverse is beneficial for banks with limited capital
adequacy.

Efficiency and Profitability Analysis
The efficiency and profitability analysis examines

the impact of the collaboration schemes on the bank's
operational performance. Key metrics such as
operational costs, revenue streams, and net profit are
analyzed to determine the most efficient and profitable
collaboration model. The analysis highlights the
potential benefits and challenges of each scheme,
providing a clear picture of their financial implications.
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