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Abstract

The development of financial technology in Indonesia, particularly information
technology-based financing services (fintech lending), has experienced exponential
growth but has also brought about serious consequences regarding legal aspects and
socio-economic impacts. This study aims to analyse the effectiveness of fintech lending
regulations in protecting consumers and to identify the positive and negative socio-
economic impacts of online lending practices in Indonesia. The research method
employed a literature review using a normative and conceptual approach. The findings
indicate that although Indonesia has a comprehensive legal framework comprising the
Consumer Protection Act, the Personal Data Protection Act, and OJK regulations
relating to fintech lending, implementation and enforcement still face serious challenges,
particularly in the enforcement of laws against illegal fintech operations, the protection
of personal data, and unethical debt collection practices. From a socio-economic
perspective, fintech lending has positive impacts in the form of increased financial
inclusion and access to finance for MSMEs, but it also gives rise to significant negative
impacts such as over-indebtedness, debt traps, psychological pressure, reduced
productivity, social stigma, and even the risk of mental health issues and suicide. The
gap between the objectives of financial inclusion and the reality on the ground is clearly
evident in the dominance of consumer finance over productive finance, as well as the
surge in cases of illegal online lending, which continues to rise despite tighter
regulations. This study recommends strengthening coordination between regulatory
bodies, more rigorous law enforcement against illegal fintech, improving public financial
and legal literacy, and strict oversight of personal data protection so that fintech lending
can function as a means of economic empowerment without compromising legal
certainty and social welfare.

Keywords: fintech lending, online lending, legal analysis, socio-economic impact,
financial inclusion, consumer protection, Indonesia

Introduction

The development of financial technology in Indonesia has experienced
exponential growth over the past five years, particularly in the sector of information
technology-based funding services, or fintech lending. The outstanding balance of peer-
to-peer fintech lending as of September 2024 reached Rp74.48 trillion, with an annual
growth rate of 33.73 per cent year-on-year (Indonesian Fintech Funding Association
[AFPI], 2024). By November 2025, fintech lending had reached Rp94.85 trillion, with a
year-on-year growth of 25.45%, demonstrating that this industry has become the fastest-
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growing financial institution in Indonesia (Ratnayutika et al., 2024). These figures
indicate a significant transformation in the patterns of financial access for the public,
who previously found it difficult to access conventional financial institutions.

Fintech lending has emerged as a financial inclusion solution for the unbanked
population who lack access to traditional banking. Online lending platforms enable
rapid access to finance through simple procedures requiring only an ID card and video
verification. This ease of access creates a paradox between the ease of obtaining loans
and the public’s lack of preparedness in managing digital financial risks (Yu & Zhao, 2019)
. Millennials and Generation Z, aged 18-35, constitute the dominant user group, with the
26-35 age group reporting the highest number of cases involving illegal online lending,
totalling 6,348 complaints in 2024 (Kholidiah & Inayati, 2024). However, the rapid
growth of fintech lending has also brought serious consequences relating to illegal
online lending practices that cause massive harm to the public. In the first three months
of 2025, 1,081 people were reported to have fallen victim to illegal online lending, with
women accounting for the majority at 61 per cent. Throughout 2024, the Pasti Task
Force recorded a total of 16,231 complaints relating to illegal online lending and
investment, of which 15,162 cases stemmed solely fromillegal online lending. The surge
in complaints about illegal online lending reached a new record of 13,999 entities
reported between January and September 2025, reflecting an unchecked explosion of
digital crime in the financial sector (Zaki & Wardana, 2025) .

Public losses resulting from illegal investments and online lending have reached
Rp120.79 trillion, a drastic increase from Rp2.54 trillion in 2021. In the first half of 2025,
the OJK shut down 1,556 illegal online lending platforms and blocked 66,271 accounts,
with total reported financial losses amounting to Rp4.1 trillion. This phenomenon
demonstrates that whilst legal fintech lending provides benefits in terms of financial
inclusion, unchecked illegal practices are exploiting the economic circumstances of low-
income households desperate for rapid access to liquidity (Rahmalillah et al., 2026) .

The socio-economic impact of illegal online lending is highly detrimental and
multifaceted. Default due to high interest rates triggers psychological distress such as
stress, anxiety and even depression among consumers. Victims’ social relationships
become strained because illegal online lenders often disclose personal data to friends,
relatives or work colleagues, thereby damaging their reputation (Wahyuni et al., 2025) .
Social stigma also arises, with victims often viewed negatively by society as they are
perceived as unable to manage their finances. The economic impact includes an
increasingly heavy financial burden due to high, increasingly suffocating interest rates,
a decline in productivity, and a rise in poverty (Varrel, 2024). Intimidation during debt
collection and the misuse of personal data disrupt the economic, social, and
psychological well-being of those in debt to illegal online lenders. Most tragically,
between 2020 and 2024, 61 people took their own lives due to being trapped in online
loan debt, seven of whom were toddlers (Rahmalillah et al., 2026). These figures
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demonstrate that illegal online lending is not merely an economic issue but also a
serious threat to mental health and life safety.

The public’s low level of financial literacy is a key factor driving the uptake of
online loans without an adequate understanding of the risks involved. Research shows
that individuals with high levels of financial literacy tend to be more cautious, critical,
and less likely to use online loans (Una, 2026) . Conversely, positive perceptions of ease
of access, speed of service and payment flexibility are key drivers of interest, particularly
amongst those with low financial literacy. Financial literacy and the urgency of need
account for 41.3% of the decision to use online loans, whilst the remainder is influenced
by other external factors (Maulana et al., 2026) .

In the regulatory context, the Indonesian government has drawn up various
policies to strengthen consumer protection in the fintech lending sector. Law No. 27 of
2022 on Personal Data Protection is the key piece of legislation that imposes criminal
sanctions on those who breach personal data protection (Wu & Kao, 2022) . POJK No.
77/POJK.01/2016 regulates information technology-based money lending and borrowing
services, emphasising the obligation of operators to obtain consent from data subjects
before processing their data . POJK No. 10/POJK.05/2022 strengthens consumer
protection in the financial services sector, including fintech lending, by establishing
similar obligations regarding the processing of personal data (Rizki, 2019) .

The OJK’s new regulations on fintech lending, due to come into force in 2024,
aim to restructure the fintech lending ecosystem to make it more transparent, secure
and fair. From 31 July 2025, all fintech lending operators will be required to report
borrower and loan data to the Financial Information Service System (SLIK). The OJK has
also set a maximum interest rate cap on loans effective from 1 January 2025, with the
consumer sector capped at 0.3% per day for tenors of up to six months. Operators must
employ strict credit scoring methods and may only grant loans to borrowers who do not
have more than three active loans with other fintech lending platforms .

Although regulations have been strengthened, legal issues persist regarding the
weak enforcement of laws against illegal fintech and overlapping regulations. Legal
challenges include the fact that the Personal Data Protection Authority has not yet been
established and the absence of implementing regulations under Government
Regulations (PP) or Presidential Regulations (Perpres), leading to uncertainty regarding
operational standards. The potential for overlapping authority with the OJK, as well as
the high costs of cyber security infrastructure and the complexity of credit scoring
algorithm systems, make it difficult to apply the principle of full transparency (Zamani
et al., 2023). The preventive and repressive legal protections provided by the Personal
Data Protection Act (UU PDP) are not yet optimal, as practical implementation remains
limited (Yudha et al., 2025).

The gap between legal norms and implementation is a critical issue requiring in-
depth analysis based on the latest scientific literature. Previous research indicates that
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although the Personal Data Protection Act (UU PDP) and the OJK Regulation (POJK)
provide a comprehensive legal framework, the implementation of personal data
protection in fintech lending still faces significant challenges (Yu & Zhao, 2019). The gap
between the objectives of financial inclusion and the reality on the ground is clearly
evident from the surge in cases of illegal online lending, which continue to rise despite
tighter regulations (Rahmalillah et al., 2026). The novelty of this study lies in its
integrative analysis, which simultaneously combines legal aspects and socio-economic
impacts based on a systematic literature review.

Consequently, this article aims to analyse the legal aspects and socio-economic
impacts of fintech lending in Indonesia through a literature review using normative and
conceptual methods. The research questions raised include how effective fintech
lending regulations are in protecting consumers and what the positive and negative
socio-economic impacts of online lending practices are. The research assumptions are
that there is a significant gap between the regulations that have been established and
their actual implementation in the field, and that the socio-economic impacts of illegal
online lending are predominantly negative rather than positive, particularly for low-
income communities. The results of this analysis are expected to provide policy
implications for strengthening regulation, supervision and public financial literacy
education.

Research Methodology

This study employs a literature review using a normative and conceptual
approach to analyse the legal aspects and socio-economic impacts of online lending
(fintech lending) in Indonesia. Data sources were obtained from academic literature,
including national and international journals, textbooks, legislation, and other relevant
documents (Zed, 2008) . Data collection was carried out through a documentary study
by systematically reviewing secondary sources relevant to the research topic. Data
analysis was conducted using qualitative descriptive methods, employing literature
synthesis to identify trends, patterns, and gaps between regulatory theory and practical
implementation in the field. A normative approach was used to analyse the legal
framework for fintech lending, including the Personal Data Protection Act, POJK No.
10/POJK.05/2022, and other subsidiary regulations, whilst a conceptual approach was
applied to examine the socio-economic impacts based on empirical findings from
previous research. Data validity was tested using source validity techniques by selecting
literature published by reputable institutions and journals that had undergone a peer-
review process. This study is novel in that it simultaneously integrates legal analysis and
socio-economic impact within a single systematic review, which has not previously been
undertaken comprehensively in the Indonesian scientific literature (Eliyah & Aslan, 2025)
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Results and Discussion
Legal Analysis of Fintech Lending in Indonesia

Fintech lending in Indonesia is clearly regulated by the applicable laws and
regulations. Fintech lending, or Information Technology-Based Crowdfunding Services,
refers to the provision of money-lending services via an electronic system between
lenders and borrowers (Ratnayutika et al.,, 2024) . This platform represents a
development in the digital economy that combines the financial sector with technology,
enabling rapid access to financing through a simple procedure requiring only an ID card
and video verification (OJK, 2024b). The key characteristics of fintech lending include an
automated approval process based on credit scoring algorithms, loan limits ranging
from several hundred thousand to hundreds of millions of rupiah, and relatively short
loan tenors ranging from 1 day to 12 months (Sitompul, 2018) .

The legal framework governing fintech lending in Indonesia comprises several
key, complementary regulations. Law No. 8 of 1999 on Consumer Protection serves as
the primary legal basis for protecting consumers in fintech lending transactions by
emphasising the obligation of providers to provide clear, accurate and honest
information regarding financial products and services (Saifullah et al., 2023) . Law No. 27
of 2022 on Personal Data Protection is the primary regulation establishing criminal
sanctions for breaches of personal data protection in the provision of fintech lending
services (Sulubara & Iskandar, 2025) . POJK No. 77/POJK.01/2016 regulates information
technology-based money lending and borrowing services, emphasising the obligation
of operators to obtain consent from data subjects before processing their data .

POJK No. 10/POJK.05/2022 strengthens consumer protection in the financial
services sector, including fintech lending, by establishing similar obligations regarding
the processing of personal data (Saifullah et al., 2023) . The latest regulation, POJK No.
40 of 2024 on Information Technology-Based Funding Services, which came into force
at the end of 2024, replaces the previous POJK and strengthens provisions regarding
governance, consumer protection, maximum interest rates and fees, as well as
minimum capital requirements for fintech lending operators. POJK 40/2024 also
stipulates that the minimum capital requirement for fintech lending operators will be
gradually increased from Rp1 billion to Rp2.5 billion by 2025 and will rise to Rp12.5 billion
by 2028 as part of efforts to strengthen governance and the stability of the industry .

Legal and licensing aspects are key criteria for distinguishing between legal and
illegal fintech platforms in Indonesia. The OJK publishes an official list of registered or
licensed fintech lending firms in the Fintech Directory, which is publicly accessible to the
public. As of May 2025, the number of OJK-licensed fintech lending firms stood at 96
following the revocation of PT Ringan Teknologi Indonesia’s licence (Puschmann, 2017)

The OJK’s registration and supervision mechanisms include administrative
requirements such as complete company documentation, proof of minimum equity, an
information technology security system that meets standards, and a commitment to

88



consumer protection principles (OJK, 2024c¢). Operators that have obtained a business
licence are required to have a minimum equity of at least Rp7.5 billion from the date
POJK 40/2024 comes into force and Rp12.5 billion from 4 July 2025 (Rizki, 2019) .

Legal protection for consumers in fintech lending covers three main aspects,
namely transparency of interest rates and fees, personal data protection, and dispute
resolution mechanisms . Transparency regarding interest rates and fees is regulated
through maximum economic benefit limits or daily interest rate caps set by the OJK,
whereby for consumer loans with a tenor of less than 6 months, the rate remains at 0.3
per cent per calendar day from 1 January 2024 (Zaki & Wardana, 2025) . The daily
maximum limit for consumer loans with a tenor of over 6 months has been reduced to
0.2 per cent from the previous 0.3 per cent as of 1 January 2025. Gradually, by 2026, the
interest rate will be further reduced to 0.1 per cent per day as part of efforts to minimise
the risk of over-indebtedness (Rahmalillah et al., 2026) .

The protection of personal data is a crucial issue in fintech lending due to the
potential for data misuse, which could lead to debt collection practices that are
unethical and/or unlawful (Sulubara & Iskandar, 2025) . Pursuant to the provisions of
Article 20 of the Personal Data Protection Act, fintech companies, as data controllers,
are required to have a legal basis for processing personal data, which must include the
explicit consent of the DATA SUBJECT. The main forms of implementation include
changing the consent mechanism from ‘opt-out’ (automatic consent) to ‘opt-in’
(explicit and separate consent), fulfilling transparency obligations through updates to
privacy policies that are easy to understand, and applying technical security standards
for data encryption (Yudha et al., 2025) . Fintech companies operating in Indonesia must
ensure that they obtain explicit consent from users before their data can be transferred
to third parties (Puschmann, 2017).

Dispute resolution mechanisms between consumers and fintech lending
providers can be carried out through internal or external channels. Providers are
required to have a dedicated unit to handle consumer complaints, with a maximum
resolution time of 20 working days from the date the complaint is received. If internal
resolution is unsuccessful, consumers may submit a dispute to the OJK via the Public
Complaints Portal Application or to a non-unit dispute resolution body such as the
Consumer Dispute Resolution Board (BPSK). The OJK also implements supervisory and
oversight mechanisms, including periodic inspections, evaluation of financial reports,
and assessment of compliance with applicable regulations.

The legal issues arising from fintech lending practices in Indonesia are highly
complex and multidimensional. Weak law enforcement against illegal fintech firms is a
major problem, as the OJK lacks the authority to take action against illegal fintech
lending corporations, given that it is neither the supervisor nor the regulator of such
entities. The OJK is limited to attempting to block websites or applications used by
illegal fintech lending platforms by submitting requests to the Ministry of
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Communication and Information Technology (Yulianti et al., 2024) . Furthermore, the
regulation does not specifically address criminal penalties or administrative sanctions
for illegal fintech lending entities that commit violations in their business activities;
consequently, there is no provision regarding corporate criminal liability (Yuan & Xu,
2020).

Regulatory overlap is another legal issue causing legal uncertainty in fintech
lending practices. Indonesia itself does not yet have a specific Fintech Act, but only
technical regulations issued by the Bank of Indonesia (BI) or the Financial Services
Authority (OJK); consequently, regulation remains weak, from the supervisory system
right through to law enforcement against fraudulent companies (Puschmann, 2017) .
Even these regulations, which are still of an internal nature, lack binding force over
illegal fintech entities, as Bank Indonesia Regulations (PBI) and OJK Regulations (POJK)
have limited legal effect, are not enforceable, and tend to be of an administrative
nature. The sanctions stipulated in PBI and POJK are administrative sanctions in the
form of the revocation of business licences; this measure, of course, does not act as a
deterrent for Fintech operators (Rahmalillah et al., 2026) .

The public’s lack of legal literacy is a factor that exacerbates the legal problems
surrounding fintech lending in Indonesia. Further analysis indicates that although
regulations governing online lending services, such as POJK No. 10/POJK.05/2022, are in
place, there are still many illegal entities operating outside the official supervisory
system. This situation highlights the need for more rigorous law enforcement, improved
public financial literacy, and a strengthened role for the OJK and the Investment
Vigilance Task Force in combating illegal fintech practices. This indicates that, although
regulations have been issued, law enforcement against illegal fintech still faces various
obstacles, some of which include limited inter-agency coordination, limited legal
authority, and the practices of illegal business operators who often.

A critical analysis of the gap between legal norms and their implementation
reveals that existing regulations are not yet sufficient to serve as a basis for tackling
illegal fintech lending, which continues to exist and causes harm to consumers as
customers (Yuan & Xu, 2020) . Previous research indicates that although the Personal
Data Protection Act (UU PDP) and the OJK Regulation (POJK) provide a comprehensive
legal framework, the implementation of personal data protection in fintech lending still
faces significant challenges due to the absence of a Personal Data Protection Authority.
Legal challenges include the absence of implementing regulations under Government
Regulations (PP) or Presidential Regulations (Perpres), which leads to uncertainty
regarding operational standards and the potential for overlapping authority with the
OJK. The potential for overlapping authority with the OJK, coupled with the high costs
of cyber security infrastructure and the complexity of credit scoring algorithm systems,
hinders the application of the principle of full transparency (Zamani et al., 2023) .
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An evaluation of the effectiveness of regulations based on previous studies
indicates that law enforcement remains fragmented across various institutions;
consequently, legal certainty and effective consumer protection require stronger
coordination amongst regulatory authorities. Existing regulations provide legal
protection, both preventative and punitive, through transparency obligations,
oversight mechanisms and sanctions; however, law enforcement remains fragmented
across various institutions (Wahyuni et al., 2025) . Legal certainty and effective
consumer protection require stronger coordination amongst regulatory authorities,
clearer boundaries regarding data access, and stricter accountability for online lending
providers. Strengthening the application of consumer protection principles is vital to
ensuring fairness, security and legal balance in digital financial transactions (Varrel,
2024).

A comparison between the regulations that have been established and their
actual implementation on the ground reveals a significant gap in the enforcement
against illegal fintech activities. These various issues stem from ineffective supervision
of the fintech industry, as the Financial Services Authority’s role in oversight and legal
protection is deemed insufficiently active, thereby continuing to give rise to problems
that may impact financial inclusion. Furthermore, the continued weakness of legal
protection for fintech service users highlights the inadequacy of legal regulations
(Puschmann, 2017). A cross-study review indicates that research findings show that
Financial Services Authority Regulation No. 77/POJK.01/2016 and Law No. 8 of 1999 have
not been implemented in technology-based lending agreements at several fintech
lending platform companies in Indonesia (Sartika & Larasati, 2023) .

Consequently, although Indonesia has a comprehensive legal framework for
fintech lending, its implementation and enforcement still face a number of serious
challenges. The preventive and repressive legal protections provided by the Personal
Data Protection Act (PDP Act) remain sub-optimal, as practical implementation is still
limited. The gap between the objectives of financial inclusion and the reality on the
ground is clearly evident from the surge in cases of illegal online lending, which continue
to rise despite tighter regulations. Regulatory reform is required that is more
integrated, with strengthened inter-agency coordination, the establishment of a
personal data protection authority, and an enhancement of the OJK’s enforcement
capacity to effectively crack down on illegal fintech operations.

The Socio-Economic Impact of Fintech Lending in Indonesia

Fintech lending has had a significant positive impact on improving financial
inclusion for Indonesians who were previously unreached by conventional financial
institutions. Data from the OJK shows that P2P fintech lending has helped to improve
access to credit, particularly for the unbanked and underbanked (Rahmalillah et al.,
2026). Currently, P2P lending disbursements have reached idr9,600 trillion, reflecting
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the role of fintech in channelling finance to segments of the population not yet served
by financial institutions, including banks (Rahmalillah et al., 2026) . Fintech acts as an
enabler of financial inclusion in Indonesia by reaching micro-segments that are difficult
for banks to access due to limited collateral and the absence of a formal credit history
(Wu & Kao, 2022).

The main positive impact of fintech lending is evident in the increased access to
finance for MSMEs that remain underserved by the conventional banking system. The
AFPI anticipates that the outlook for loan disbursement within the P2P lending fintech
industry will improve by 2025, particularly in supporting MSME operators. Data from the
OJKindicates that there are still 46 million MSMEs in Indonesia that do not yet have full
access to bank financing (Rizki, 2019). The OJK has noted a trend of increasing funding
disbursements from banks to the P2P lending fintech sector, which has now become
one of the strategic channels for expanding financing, particularly to the MSME sector.
Synergy between banks and fintech represents a strategic business opportunity to
strengthen the banking sector’s intermediation function, particularly in reaching the
SME segment that has not yet been optimally served (Wu & Kao, 2022) .

The positive impact of P2P lending on Indonesia’s economic growth has been
empirically proven by various studies. Research indicates that P2P lending has a positive
and significant impact on Indonesia’s economic growth. These findings suggest that
fintech, particularly P2P lending, plays a crucial role in driving economic growth in
Indonesia (Sitompul, 2018). Innovation in the financial technology sector has become
the main driving force behind financial inclusion in Indonesia, particularly for MSMEs.
Fintech provides fast, efficient access to working capital without complex bureaucracy,
enabling MSMEs to expand their operations, increase stock levels, or make urgent
investments (Wu & Kao, 2022).

Other positive economic impacts include an increase in purchasing power and
living standards through easier access to finance. A mutually beneficial relationship
exists between P2P lending providers and the public, whereby companies can reap
profits whilst the public can improve their purchasing power and standard of living. The
Indonesian public has responded positively to the emergence of P2P lending fintech as
it facilitates various financial transactions, such as time efficiency and comprehensive
services (Afrianto & Jamaludin, 2025). The growth of P2P lending fintech in Indonesia
opens up more economic opportunities and improves the overall welfare of the public,
as it enables greater financial inclusion and easier access to financial services
(Napitupulu et al., 2025) .

However, the negative impacts of fintech lending are also very serious and cause
massive harm to the public. One negative impact of fintech in Indonesia is the
misappropriation of customer funds, as there are numerous financial products issued
by fintech companies that lack clear authorisation and are not registered with the OJK
(Alam, 2023) . Many people find themselves trapped in debt and struggle to repay their
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loans due to the high interest rates charged. Furthermore, customers are also required
to pay late payment penalties and other fines that are, in fact, unreasonable. The
existence of these online loans has become a contentious issue due to the low level of
financial literacy amongst the Indonesian public (Putera et al., 2026) .

The most critical negative economic impact is debt entanglement and the debt
trap that ensnares low-income communities. The rise in defaults and debt entanglement
in online lending reflects a failure in credit risk management, primarily due to weak
lending limits and an imbalance between platforms and borrowers. Findings indicate
that Indonesia still lacks adequate regulation, particularly regarding real-time cross-
platform credit data integration, which facilitates a cycle of ‘ debt . Credit characteristics
on online lending platforms are characterised by a higher debt-to-income ratio
compared to the expenditure-to-income ratio. This traps online borrowers in an
unsustainable debt burden, leaving them unable to meet their instalment payments
(Pratama, 2025).

The increasing financial burden caused by high interest rates is the primary
economic impact that harms consumers. The total amount to be repaid is significantly
higher than the amount borrowed, meaning that the public, as online loan customers,
suffer financial losses from these services. In online lending, administrative fees lack
transparency, putting customers at risk of having to repay more than the amount
agreed upon initially. If borrowers fail to meet their obligations, illegal online lenders
resort to threats and intimidation with the assistance of debt collection agencies
(Oemardi & Sudiro, 2024) . Although the loan amounts are perceived to be only between
Rp1 million and Rp2 million, online lenders can obtain all the customer’s data, the value
of which may exceed that amount (Oemardi & Sudiro, 2024) .

The social impact arising from illegal online lending is highly detrimental and
multifaceted. The social consequences of defaulting on illegal online loans include
psychological distress such as stress, anxiety and even depression. Victims’ social
relationships become strained because illegal online lenders often disclose personal
data to friends, relatives or work colleagues, thereby damaging their reputation. Social
stigma also arises, with victims often viewed negatively by society as they are perceived
as unable to manage their finances (Putera et al., 2026) . Dependence on online lending
can lead to psychological and social problems, including stress caused by debt pressure,
disruptions in family relationships, and a decline in social trust due to the negative
stigma attached to defaulting borrowers (Varrel, 2024) .

Severe psychological impacts, including anxiety, depression and even suicide
attempts, pose a serious threat to victims of illegal online lending. Research indicates
that people burdened by debt are more likely to suffer from depression and anxiety.
Studies have shown that people trapped in debt are eight times more likely to attempt
suicide (Kholidiah & Inayati, 2024) . This situation can lead to various psychological
problems such as chronic stress, anxiety, sleep difficulties, and even severe depression
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(Una, 2026) . In more extreme cases, the pressure from online lending can cause feelings
of shame, an excessive fear of social stigma, and may even trigger thoughts of suicide
(Sartika & Larasati, 2023) .

Empirical data reveals alarming figures regarding the psychological impact of
illegal online lending on the public’s mental health. The data shows that online lending
is the type of credit most frequently linked to mental health disorders. This means that
more than half of those who use online lending services experience mental health
problems. It is not uncommon for borrowers to develop mental health disorders, with
some ultimately choosing to take their own lives. Between 2020 and 2024, 61 people
took their own lives due to being trapped in online loan debt, seven of whom were
toddlers (Rahmalillah et al., 2026). Forensic clinical psychologists have assessed that
victims of online lending who experience such severe mental distress that they
contemplate suicide require treatment to alleviate their anxiety and depression
(Kholidiah & Inayati, 2024) .

Other social impacts include a decline in productivity and an increase in poverty
due to an increasingly heavy financial burden. The economic impacts of illegal online
lending include an increasingly heavy financial burden caused by high interest rates that
further trap borrowers, reduced productivity, and increased poverty (Putera et al,,
2026) . The health of individuals with excessive debt can be affected by financial
pressure, both mentally and physically. This can affect performance at work, often
leading to decisions to commit crimes and fraud in the workplace (Pratama, 2025) .
Customers of fintech lending services who are mired in debt experience constant stress
as they are constantly preoccupied with their debt burden and the intimidating pressure
of debt collection (Napitupulu et al., 2025) .

Unethical and intimidating debt collection practices have become a social issue
that is causing great concern amongst the public. Threats against borrowers who
cannot repay their debts include the disclosure and public dissemination of personal
secrets or the shaming of debtors via social media and other means (Misdarti, 2025) .
Debt collectors issue threats ranging from court proceedings and imprisonment to the
prospect of being sacked from one’s job. If these threats and intimidation persist, they
can lead to frustration and even suicidal attempts. Social psychologists state that the
effects of online lending and the associated harassment can cause psychological
disorders such as confusion, panic, acute anxiety, and even a loss of rationality
(Pratama, 2025) .

The misuse of personal data and breaches of privacy are extremely serious social
consequences of fintech lending practices. The emergence of illegal fintech lending
platforms has given rise to significant legal and social problems, including a lack of
transparency, misuse of personal data, and unethical debt collection practices (Misdarti,
2025) . As soon as someone downloads an online loan app, the illegal online lender can
automatically collect their personal information. People often grant all the permissions
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requested by an app, even though they should not do so (Oemardi & Sudiro, 2024) .
Online lending also poses serious problems for the public, particularly with the
proliferation of illegal online lending, which can lead to legal risks, but can also have
serious social consequences, such as harmful intimidation, sensitive privacy breaches,
and psychological pressure on borrowers (MAYDA, 2024) .

Consequently, the correlation between fintech lending and public welfare varies
depending on the level of financial literacy. The effectiveness of fintech lending is
strongly believed to be influenced by the public’s level of financial literacy (Sulubara &
Iskandar, 2025) . The research findings indicate that fintech lending has a positive and
significant impact on financial inclusion, which translates to improved public access to
finance. However, fintech lending has both positive and negative impacts on society,
whilst also providing benefits to the public. Fintech is changing the way people access
financial services, but it also creates the risk of over-indebtedness if not managed
properly (Alam, 2023) .

An assessment of the gap between financial inclusion objectives and on-the-
ground realities reveals significant disparities in fintech lending practices. Although its
popularity is on the rise, fintech lending services in Indonesia are often criticised for
failing to educate the public on debt management, resulting in many customers
becoming trapped in substantial debt (Napitupulu et al., 2025) . The OJK notes that the
percentage or share of lending to the productive sector or SMEs out of the total P2P
fintech lending disbursements as of November 2024 stood at only 30.91 per cent
(Ratnayutika et al., 2024) . This indicates that whilst legal fintech lending provides
benefits in terms of financial inclusion, unstoppable illegal practices are propping up the
economies of low-income communities desperate for rapid liquidity (Zaki & Wardana,
2025) . The disparity between the objectives of financial inclusion and the reality on the
ground is clearly evident in the dominance of consumer lending over productive
lending.

The role of financial literacy and the urgency of need are determining factors in
whether the impact of fintech lending is positive or negative. Research indicates that
individuals with high levels of financial literacy tend to be more cautious, critical, and
less likely to use online loans (Manurung et al., 2025) . Financial literacy and the urgency
of need account for 41.3% of the decision to use online loans, whilst the remainder is
influenced by other external factors. An individual’s decision to use online loans is
determined jointly by financial literacy and the level of urgency of need (MAYDA, 2024).
This indicates that an individual’s decision to use online loans depends not only on their
financial understanding but also on the level of urgency of their need.

Conclusion
Fintech lending in Indonesia is developing as a digital financing instrument that
broadens public access to finance, particularly for the unbanked, underbanked, and
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MSME operators who find it difficult to access formal bank credit. However, from a legal
perspective, this development has not yet been fully matched by effective law
enforcement, regulatory harmonisation, and robust consumer protection, particularly
in the face of the proliferation of illegal online loans, the misuse of personal data,
onerous standard clauses, and intimidating debt collection practices. These conditions
indicate that regulations such as the Consumer Protection Act, the Personal Data
Protection Act, and the OJK Regulation on fintech lending still face a significant gap
between legal norms and their implementation on the ground.

From a socio-economic perspective, fintech lending has two sides that coexist.
On the one hand, these services offer benefits such as ease of access to funds,
accelerated business financing, transaction efficiency, and a contribution to national
financial inclusion. On the other hand, online lending practices, particularly illegal ones,
give rise to serious negative impacts, such as over-indebtedness, debt traps,
psychological pressure, family conflicts, reduced productivity, social stigma, and an
increased risk of mental health issues and suicide among victims unable to repay their
debts. Consequently, the socio-economic impact of fintech lending is largely
determined by the legality of the platforms, users’ level of financial literacy, and the
quality of state oversight.

Based on this study, it can be affirmed that the future of fintech lending in
Indonesia depends not only on technological innovation and industry growth, but also
on the state’s ability to establish a robust, adaptive and public-protection-oriented legal
framework. Strengthening inter-agency coordination, enforcing the law against illegal
online lending platforms, improving financial and legal literacy, and overseeing the
protection of personal data must be prioritised so that fintech lending truly functions as
a means of economic empowerment, rather than as a source of new social vulnerability.
Therefore, a balanced approach combining regulation and education is required to
ensure that the goal of financial inclusion is achieved without compromising legal
certainty, justice and social welfare.
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