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ABSTRACT

As the rural bank in Indonesia, Bank Perkred-
itan Rakyat (BPR) serves people with limited 
products and services and is less regulated 
compared to Commercial Banks. During the 
COVID-19 pandemic, the growth rate of BPR 
slowed down. We developed a hypothesis on 
the negative influence of financial technology 
(fintech) on the competitiveness and perfor-
mance of BPR. Using all BPR companies and 
22 Fintech Lending companies as samples to 
measure the HHI and Lerner Index, we found 
that BPR and Fintech Lending companies 
were competing in an unconcentrated market. 
Several variables could not be examined while 
studying the determinants of BPR’s competi-
tiveness, including Regional GDP, BOPO, third 
party funds, Loan Credit, ROE, NIM, and CAR. 
Several determinants, such as the NPL, Fin-
tech Lending, and COVID-19 pandemic, were 
found to have significant negative impacts on 
the BPR’s competitiveness. Interestingly, BPR’s 
banking digitalisation, as represented by its IT 
capability, was found to be not significant in 
this study. 
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𝑀𝑀𝑀𝑀𝑖𝑖𝑖𝑖 = 𝐶𝐶𝑖𝑖𝑖𝑖 
𝑄𝑄𝑖𝑖𝑖𝑖

[𝛽𝛽1 + 2𝛽𝛽2𝑙𝑙𝑙𝑙𝑙𝑙 𝑄𝑄𝑖𝑖𝑖𝑖 + 𝛽𝛽6𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊1,𝑖𝑖𝑖𝑖 + 𝛽𝛽7𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊2,𝑖𝑖𝑖𝑖 + 𝛽𝛽8𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊3,𝑖𝑖𝑖𝑖 ]

log  𝑀𝑀𝑖𝑖𝑖𝑖 = 𝛽𝛽1log  𝑄𝑄𝑖𝑖𝑖𝑖 + 𝛽𝛽2 𝑙𝑙𝑙𝑙𝑙𝑙 𝑄𝑄𝑖𝑖𝑖𝑖  2 + 𝛽𝛽3log  𝑊𝑊1,𝑖𝑖𝑖𝑖 + 𝛽𝛽4log  𝑊𝑊2,𝑖𝑖𝑖𝑖 + 𝛽𝛽5log  𝑊𝑊3,𝑖𝑖𝑖𝑖 +
𝛽𝛽6log  𝑄𝑄𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊1,𝑖𝑖𝑖𝑖 + 𝛽𝛽7log  𝑄𝑄𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊2,𝑖𝑖𝑖𝑖 + 𝛽𝛽8log  𝑄𝑄𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊3,𝑖𝑖𝑖𝑖 +
𝛽𝛽9 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊1,𝑖𝑖𝑖𝑖  2 + 𝛽𝛽10 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊2,𝑖𝑖𝑖𝑖  2 + 𝛽𝛽11 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊3,𝑖𝑖𝑖𝑖  2 +
𝛽𝛽12log  𝑊𝑊2,𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊1,𝑖𝑖𝑖𝑖 + 𝛽𝛽13log  𝑊𝑊3,𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊2,𝑖𝑖𝑖𝑖  +
𝛽𝛽14log  𝑊𝑊1,𝑖𝑖𝑖𝑖 𝑙𝑙𝑙𝑙𝑙𝑙 𝑊𝑊3,𝑖𝑖𝑖𝑖 + ∑ 𝛼𝛼1,𝑖𝑖𝐷𝐷𝑖𝑖 + 𝜀𝜀𝑖𝑖𝑖𝑖𝑇𝑇

𝑖𝑖=1
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𝐿𝐿𝑖𝑖𝑖𝑖 = 𝛽𝛽0 + 𝛽𝛽1𝐵𝐵𝐵𝐵𝑖𝑖 + ∑𝛽𝛽ℎ𝑀𝑀𝐵𝐵𝑖𝑖𝑖𝑖 + 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 = 𝛽𝛽0 + 𝛽𝛽1𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖,𝑖𝑖−1 + 𝛽𝛽2𝐿𝐿𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 + 𝛽𝛽3𝑁𝑁𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 + 𝛽𝛽4𝐿𝐿𝑁𝑁𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 + 𝛽𝛽5𝐺𝐺𝑅𝑅𝐺𝐺𝐺𝐺𝐺𝐺𝑖𝑖𝑖𝑖 +
𝛽𝛽6𝐺𝐺𝑅𝑅𝐿𝐿𝐺𝐺𝐿𝐿𝐿𝐿𝑖𝑖 + 𝛽𝛽7𝐺𝐺𝐺𝐺𝑅𝑅𝐺𝐺𝑖𝑖 + 𝛽𝛽6𝐺𝐺𝑅𝑅𝐿𝐿𝐺𝐺𝐿𝐿𝐿𝐿𝑖𝑖 + 𝛽𝛽7𝐺𝐺𝐺𝐺𝑅𝑅𝐺𝐺𝑖𝑖 + 𝛽𝛽8𝐿𝐿𝐿𝐿𝐼𝐼𝑖𝑖𝑖𝑖 + 𝜇𝜇𝑖𝑖𝑖𝑖            7 

 
LIBPR it     : Lerner Index of the respective BPR 𝑖𝑖  at year t 
LIBPRi,t-1  : Lerner Index of the respective BPR 𝑖𝑖  at year t-1 
ROA it  : Return on Asset of the respective BPR 𝑖𝑖  at year t 
NPL it   : Non-Performing Loan of the respective BPR 𝑖𝑖  at year t 
LNMI it  : Natural logarithm of common equity of the respective BPR 𝑖𝑖  at year t 
GOVDK it     : Dummy variable for number of director and board of commissioner 

required of the respective BPR 𝑖𝑖  at year t 
GALFLM t      : Growth of average loan distribution Fintech Lending Industry at year 

t   (MTM) 
GCOV t  : Growth of number covid cases in Indonesia at year t (MTM)  
IIT it               : Dummy variable for IT investment of the respective BPR 𝑖𝑖  and ATM 

as BPR’s product & service at year t          
μ it    : Error 
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𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 = 𝛽𝛽0 + 𝛽𝛽1𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖,𝑖𝑖−1 + 𝛽𝛽2𝐿𝐿𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 + 𝛽𝛽3𝑁𝑁𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 + 𝛽𝛽4𝐿𝐿𝑁𝑁𝐿𝐿𝑖𝑖𝑖𝑖 +
𝛽𝛽5𝐺𝐺𝑅𝑅𝐺𝐺𝐺𝐺𝐺𝐺𝑖𝑖𝑖𝑖 + 𝛽𝛽6𝐺𝐺𝐺𝐺𝑅𝑅𝐺𝐺𝑖𝑖 + 𝛽𝛽7𝐿𝐿𝐿𝐿𝐼𝐼𝑖𝑖𝑖𝑖 + 𝜇𝜇𝑖𝑖𝑖𝑖                8 
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