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Alstract

This type of descrptive qualnacve reseanch, which wiwe 10 find oor ad analyze how Rurals Banks
{Huruls Bank) who foce challenges m the i-:n:. of vompetition from non-baok financeal instituteoos
and commercial banks engaged in micro and Financiol Services Amboriy Regubation (FOJK ) Mo 5
POIE 3 ¢ 2015 regarding the regquirement for minimum capitel supply. Respondents from the study
were Muanoging Directors of Rurls Bank from tour districts and cities, namiely: Sidoaro, Eran,
Ciresik and Surabava. The resulis of in-depth interviews are koowa, i the face of challenges wsed: 1)
branding strodegies 1o build o pesitive imege; 2 instildonal sengthening and internal refomm
through: ovencoming capital through mergers or inviting new invesiors] improve governanoe becais:
success dszs nod depend on the size of the basmess but depeids on the speed in anticipating change:
improve the quality of hman ressorces with imegnty whene thoughts ond speech must be the some,
and he tast o make products and services thal are more varied, Ninety-nine percent are he s a5

cornpeLiber s Do e perce st e dilTeseat Grom hooking al sviche mackets
Beywords: Conspetimion, Regulation, Challenges, Burals Banks |BFR)
1. Imtraduoctian

Mary Korals Banks have stamed io bose their marker shame, this s the wnpact of the increasing
napster ol ilbegal mstitutions whese plavers are indwiduals who wre excess funds, Cumently, leasing
does nod gmly provide finurcing for new vehicles, b also for rew vehicles, so that BPEBE poanimiess
alotof Teasing. The sitwatbon 1% less filbered from the governmment and banks, even though the practice
iz detrimentol to banks and provides lessons that ame not healthy to the public, The practice is ceriuinky
detrimnerml 1w spcety, and that s the lst aemative. This is velated 1 convenience, @ the dlegal
pawning, BB has enough dect lgaed funds. Unlike kams i banks, i regueres an analyvsis paocess,
then wait for the disbarsement of fands, complete documenis whach regquire o leng tme. legaok
Trusinnzsas ix groswing apidly because mo ong Las succesdal bestoppiog il.

In addition, commiercial Banks began reoving in the nicre wnits, to resch eostmers who were not
reached by commercial bank credit. For esample: Donopmon Savings smd Loans Program (DGF):
Bwamitra {Bukeping, BRI Terrace: BN1 wah Micro Units; aid odbers. The govemment prograns G
tmoncing People's Business Credit (KURY 0 collaboratkon with the NMotional Commercanl Bank and
Regwnal Development Bank, with ithe government providing subsidies, and bwer interesi rades
compared 10 other banks, The comimiay 15 socusiomed 10 KUK, bacaase of i eose and ow micnes,
and people apply for crzdin at their distribution hanks. With this progmm, it will narmve the space for
Rurals Banks to masket their products. Reral bank monikr customers from standing vp to developing.
(MK rclosed data oo the ramber of Rural Banks from 2004 o Janoary 3019 experienong a decline
and seen the falbowing bl
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Furthermare, the numher of 1593 for the nest year will still shrink by 200% s araand 712 will be

fomced to gease aperations because they have not been able to meet the core capital requirements of
Rp. fihillion - s required by the Financial Services Authoriy.

Bant Indonesin bms pctoolly divided the @sks between euch bank, wnd all plunnmg und

authorizing wnplementation. However, whore mral bank are estohlished . there are still macro-business
activities soshut Bank Indonesm haz a shore @ reducing the number of rural bank
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Literatiure Beview
Fokicy

The way to act, keadership, plons in comying out the work reguined a serics of concepla that
brcomms puidelines called policies, Governments, orgonizations and privane secier proups, amd
individuals implerment it The imposiant thing m governance in regulaing life is to make policees
that can prevade hope and guaranteés for every citizen, There are several fypes of policies issued
by thee government, among others: Finamee, Mopetary and Fiacal.
Deefindthon of Strategy

With the issuance of policies by the authories, the company needs to moke o stralegy. The
mmplementation of ideas, planning and execation in activities tat have a certain peciod of fime B
often caolled o sirntegy. The sicess of the simiepy depends on the coordination of the work team,
has 0 theme, ond wentification of supporting foctors based on rabionol omd  efficient
bmplementation. And Schendel and Charks Hofer, Higgios (1985} released four lavels o
sirategy (Masier Stamiegyl 1) Enterprise Stategy, indeating public response, 21 Busipess
Sirmcgy, explums how the market was coptured 3} Functioenl Strategy. The succezs of other
vralegies depends on this stratepy.
Financial Serstees Awtharity (OJK)

Law Mamber 21 Year 2011 stotes that CJE o5 on mstitution thet functions o organize a
system of regulation and supervision of the adivides of the fnzncial services sector and pon-




financiol services secior comsisting of the Bapking sector, copital marker. insuranee. pensien
funcs, financal insimtons and ciher fipapcal service meomions, OJK, & expecaad we b able w
levelop the finunc il services sector mmed be able i compete. (UK hos anthomty: Supervision and
Begalation of Financial Services [nsiiuions (hanks and non-banks ).
4. BanjgFinancial Instinstions

The development of bonk financial msfiutions 2 m line with cconomic and business
devebopments. The function of bank financial mstmtons 5 as a community mermadiary m
conducting trunsachions, both business tronsactions and daily needs trunsactions. Lusy ond
Setyowati (2009 explained that them ore thees fvpes of fivancial instutons, namebe: 1 Central
Bk, faskedd with controlling the meieiary system by contmolling the value of the cupiab. Bank
Indonesu s designated a5 o hank that carries oui the functions ol the Cenirel Buanks 20
Commercial banks have activities that are directly related io the public, such as mising fumds,
bainding. forekgn exchange. managing pension funds, eic & 3 Rural Crodit Banks {RURALS
BANE) businessez nan gre narrewer when compared o commercial banks. BURALS BANE
nctivities nnly accepd deposits in the fomm ol savmges, tme deposits and lercding, in penersal
BURALS BANK cusmrners are MA5MEs. The chamcteristic of Rural Banks s that they heve an
eriotioral chseness with thelr costnmess because of their pesonal awd nlense approach, m
@dition to being able i reach household businesses in remobe ancas

25, hon-hank finsncal instimthons

The fundumental difference between bank finoociol institutions and non-bank financiol
mstitutions is the woy to roise funds, Coltecting funds directly is not donz by non-bank financial
dsdiutians, B s dode by issuing securites and providing oo services o the comimnity, both
individunls und the povemmem. The Miniswer of Finonce regulues all activities caried ol by
non-bark fmancial mstitmtiors. and con be divided into: insurunce companies, capital markeis,
femuncinl mstdutions, and parsnshops.

24, Previons Research

Yuniurti. 5 {201 1) explained the Adaptive strategy carried out by BURALS BANEK in onder
br etz its exisienee and wcease the disweibution of ndusinal inlmsructune persorks,

‘Wihura and Hagg Research (200 Ty expluins aboot how RURALS BANEK strtegies must be
taken to deal with commercil banks that are engaged i the mbcro secivr. The strstegy vaed s
the diversificanon and differconation of products, services and brand prcferences that make
Buralz bunk competifive

Yuningivis and Furwaniws (20160 seseach explains RURALS BANK can be grouped bntn:
abitity b0 imanage asseis, risk and opemtios. Camel analvsis is an inzoal e ceusing an
ingrense i leoding, While sconomic growth, wnemployviment, competition and inflmion  are
extemul factors that increose lending.

Agreni of al's research {0} coplans the role of Bural hank in exendiog eredin o MSME=
that has un impact tn incrensing business tumover, net incomie and working capital tormavers

The prvwth of MSMEs in Indenesin is urzendly necded to open emplosment and sconomic
sepvices 1o the wider coanmunity. The spearbez! i MEME (inancing is kighly dependent on the
robe of Rural bank.,

Y Resewrch Methods
21 Types of Research
Ouiilitative descriptive mescarch B o fomm of this research because It abms o resolve
problems relited 10 BEURALS BANK stoiegies in he comesl of [acimyg competition Toome: 1)
cther Rovals bank; 2} non-bank finoncial insiutions; and regulations ssued by the govenmem




aa

ia

Symptoms that arc  \gFestie  (comprehensive, inseparable) are  qualitative  rescarch
approades, research = w0t only besed on msearch msearch variables. bt the gvemll social
situnticn stmdiedd synergisticnlly [Sugvonn: 2014: 320 Se the ohjec in this shedy s the Baml
Credit Bank in fowr disricis and cities: Sikdoaryo, Brian, Gressk amd Surdbaya, Cuality actsrs oo
spurces will greatly affect the disclosure of mformation needed, how (o choose guality sourcas
needed to disclose competition and negulabions from the Finaocial Services Apthority s o
chalkenge far Burals bank . expecially in East Java.

Sugivono {A104: 59 mentions the reseorchers themsefves who become insiruments in
yualitutive nesca@gh. Beseanchers corducting research in the fizld must be ahle to undestond the
peal corditesis, qualitalive research methocs, mastery of (nsghi int the Cebd uisder sy, the
readiness of researchers o enter the object of research both avndemically ond logistically. In this

L the instrument 1% Burals Bask in East Java: Sidear . Krian, Grestk and Sumbaya.
Dutn collection techmiguoes

15 tha mos @mtege sep in this research, becaose the main purpose of the sady §8 w0 ebain
datn (Supivona: 2014: 621 Data eollection in fhis nesearch was conducted: 1) dires mterviews
with related informsans namely 4 {four) Rumls bank from Begemey: Sidojo., Mojokerio, Gresik
annd Surabaya as banks that had o face competicien, 2 lesature study to find oai regulitions on
RURALS BANE, 3} Ubservadion of Rurals Bunk Jocation
1.3 Data Analysls Technbgues

Muthew B Miles and A Michae! Hubermen found o data analvsis model. presented in Figure
2 s folkow:

Figure 2
Iiermnive Cuolitntive D Analysis Model
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Source: Boegvona Quantiiatvve, Qualitdive il RE&D Bewmnch Methods

The explanation of the dora analvsis model above;

I

Deata enllection

Researchers obiained data through imferviews with the help of guestionnames as a puade
5o that interviews are more targeted snd targeted. Interview iechnigques are carried ot in-
depth through ssking questions on the problems that are the focus of this research.
Literature study technigues are also camied out to find out the regulations isseed by the
povernment reparding RURALS BANK. Furthermore, o find o the Iocation of
RURALS BANK . abservation is meeded,




Drata reduction

The reduction in the dita peferred to by the rescarcher soris owt and simplifics the data
obtaned from in-depth interviews with the help of guesnonnaiees o omake the interview
mcre directed.

Presentation of data.

REcsearchers present data based on the resulis of imterviews conducted carctully amd
decply. Bo thet the real situation com be presented ond determined sctions must be taken,
Conclusion Withdrwal

The final stage of all the data asalysas. In erder for consistency, the macarcher seeds o
douhle check the resules of the interyew with the results of the rescarcher’s notes.

Deseription of Besulis nnd Discussion
Deseription of Results
Competition and regulaton are clullenges that must be faced by Rural bank today .,
which have been gready developed and even experienced in all businzss sectors,
currently wery few companigs, including Buwral Banks. are tree from compstition and
challenges except for businesses that ore truly unigue. But the situation will not last long,
becouse in @ shorl time there must have been someone who copied it especially the
busimess iz very promising. The development of Rural bank with challenges iz directly
proportional, meaming that the more Rural bank develop., the greawre the challenges.
Many Hural bank managed to get out of trouble asd be able to moke challanges an
opportunity, OF course it really depends on the condition of the Bural Bank,
Furil Bank competition comes from:
1. Inter {Rural Bank) data issued by the Indonesian FSA until January 20019 amounted
1o 15383 Rurdl bank, of which 359 Rurdd bank arein Esst Java Geaerally Rural bank
are engaged n!
. Bavings ia the foom of Savings
Bonking Law Mo, K99 explains thet deposits token under agreed conditions are
nt allowed (o be withdrown by check, giro [/ or other equivalent instroment called
savings in the form of suvings
b. Drepeits in the form of deposis
Deposats and withdrawals can only be done at a certain tme, that's what iz called
deposis in the form of deposits, In general, withdrawals before maturity will be
subject to penalties, Depozits Deposits have the following charaeteristics; first. there
is & minimum deposit that must be paid first, second; The time perod for withdraanal
is the thind time period; The peried for dishursement of furds must be in aceordiance
with the initial chosce, of it will not be subject to penalties; Fourth The depasit mate i=
higher than the savings interest rate, however it 15 adjusted we the policy of the
Deposit Insurance Corpomtion {LP3); fifth: As the sixth Loan Guarantee: Inlerest on
Deposts 1= also Taxabie,
o, Give credit
Law Mo, 10 of R sties “credit 5 based on mutual agreement, between the
bosrower and feancial mstutions @ pay off ebligations at a certain time pariod and
interest.
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Mon=Bank Fimancial Institutions

Mon-bank finascial mstatutiens include:

4. Pawnshop

Acticle 1ES0 of the KUUHFP regulmes pawning. a business cotity that is officially
pranted o liverse o meke pavments ond channcling funds 10 the public, is a
pawnshop, Pawn shops in gencral, require movable property as collateral

b, Capital morket

Securitics trading tranzadtons, and professional institutions related 1o securatics are
regulated in Law Moo B of 1995 The funcoion of the capatal masket 15 10 highlight the
transfer of funds from myesiors o comjpamics,

<. Finomcial imstiost ons

Institutions thet are regulsted throogh Presidentiol Regulation Mo, % oof 2008,
function o provide funds or coapital, gencrally in the form of PT or coopermives,
Financing Insttutions can be owned by Indonesian ciizers, of jomt ventures with
foreign business entities with a capital requiremcnt of a maximum of B35

d.. Iesurance company

An msurince policy issued by oin msurenes company s 0 geamnice of prodection for
customers aguinst severnl receipts, for exomple accidents, old sge, education, cte,

Commercial Banks
Very close o the needs of the community because of the facilites and products they
have, Commercial banks provide ransactions: acoept deposits in the form of savings
and deposits, provide boon facilitics, issue debt seeuritics, receive deposits und bills,
In nddition, it is slso enguged in forcign exchonge and pension funds
Regulorion

OJE ssued regulaton Mo 5 0 POJKO3 S 2015 regoarding the minimom amount,
which gradually mercased. Untld 31 December 2019 core capital paid wp to cural
bonk manpgers amounted 0 Bp 2 Billion., the amount will incresse to Bp & Billion
by 2024, Regulation was lnonched by OUEK with the sim of protecting customers wnd
expanding the services thot rural bank con ottor, Ruml Banks In order to meet these
regulations, Rural Banks operating licenses will be revoked. OJK s curvently sauing
data on the sumber of Hural bank 1393 the number of which has not mer the
i e captal reguirement of 722 Rural bask.,

42 [¥Mscussion

Furol bonk will fisce competition from fellow Rural bank, Shore Roeral bonk. non-

bonk financisl institutions ond from ymm bonks engaged in micro, All are engoged in the
samee feeld. nonely savings deposits, depesin deposits and providing credit (Ssmat 2005 ).
According o the East Java Centeal Satistics Agency Jumalh Rural Bank as many az 319
banks and Islanse Rural Baok s many as 18, Competition with onon-bask financial
institutions, in terms of inkerest rates on Burnl Bank loons is cheaper but in lerms of
service, non-bank financial institutions are faster.

Eural Bonk Strategics to Foce Chollenges

i
4.

Using Branding Straiepgred.




]

Branding stmicgies to encoursge a posinivg ond professional image of Bural Bk so
thet it is more adaptive todevelopments in the communicy,

Basically, the functon of branding is to build images and images [or consumers and
=ocicty. With branding it is boped that brands and brands will remcmber Loc a long
time. Meumeier {20032 41 cxplains that in formung brands diere are three objectives:
I} forming images, building trust-ond loyalty, Boasically the bromding function is: 1)
o differentinte from competitors’ products: 2 a5 & means 1o immoduce 31 as
informastion nhost products 41 s o means of warning to competitors, Brand elements
generally consizr oft name, logo, design, slogan and tog line.

Suengthening Instiutional and Inteenal Reforem:

i Limised Capival {Herdinma, 20010

This cupital limitstion will heve an impact on o nomber of things including
limitations  in busincss cxpansion, HE menagerment and the provision of TT
infrastructure that 15 not opumal, resaliing i weokening the competitivencss of
Raurals hank with ofser Anancial service institutims,

Rurals Dank steatcgees 10 overcome capital that are stll hmited include a merger.
Meger i the merging of two or more companics into one. However, after the merger
does ot meon there ore no problems, new problems arise: |} The implementotion of
the metger / noquisition regquires substantinl costs, incloding the cost of 0 notury or
legal consultant, eots for financial consulonts. closmg costd for branch offices, cle.
Forced meegers vequire large eosta. The condition 15 that the bank resubting feom the
merger ncreases the LDR / loan o deposit ratio. Therefore, strengthening bank
capital must be divccted o incrcsse intermedialion capacity. 2) Oecurrence of
Worker Rotionolization, based on the espenence of merpers of banks is ofien
followed by dismissal setions that couse considernble wnemployment, 2 Corporate
collasion due o different culires, In every mierger offort, there is always a problem
with the differences in corporate culiure and the reluctance of bunk owners 1o
boecome oumbeer two, There 3 o certain pride of someone owns o bank so they arg
reluctant io merge, Bankers feel it is better 10 be number one in a smoll bank than in
o bonk thit results from being merged inte o second person. Thos, banks with the
same shore ownership will be cosier to consolidete compored to banks with differemnt
shareholders. Bur even if ownership 15 the same as a merger from a bank. o = oot
casy. In addition w the wwillingness of the directors of cach bank, the sorpore
culture of cach bank is differen. In the merger process, there can then be atraction
between the viriows interests in esch bank to mointon its corponte culture, All of
the above obstscles are corfainly things that must be considered before the Hurnl
Bank merges,

Anoilser Rural Bank semiegy to overcome capital & o mmvile now invesiors. mew
iivestors may oaly paticipoate innvesong but nol participae o managesg. But there
are mew investors in sddinon o investing also moanaging. lnomviing new inveitons,
it must be chosen who hos o similar outlook so that it does not become o stumbling
hinck for Rural Bank development,

b, Improving Good Corporate Ceovernonce (800




BIFR prepares o business plan that is carmied out of the end of cach vear in which
includes a BPR road map that i= used os g goide in conducting business so dhat it
can know what the mght strategy 1 used every vear, For aow the business wall
cacel docs not depend o the size of the business, but the supenor depoxls o
the ability o anticipate and adapt to changes in change
Improving the Quality of Human Besources {HE)
The most decisive capifal in business is HE {(Dimov, ZHA,1, The quality of
human rescurces must e mproved i order 1o have imeprity, meaning  thid
thoughts and specch must be true. Acoording o Hazudin e, AL {2005 directoes
st e SMART GOOL (5 = Speaific; M = Messurcble: A = Achicvement: B =
Realisoe: T = Time ), meaning that 4 disector i determumng the target must be
specific, mensurable, clear, realistic ond the time must be clear, directors not
cnly give dircction. motivate but also have o provide strabegecs so that it can be
an energy for cmplovees o work (Triske e, ¢ al 2004), Companscs mest
understand that employees can be categorized wte three groups: 1) Jab oaly
cmployecs i this category only do their jobs, = cnployess come and work: 2}
carcer, employees also think about bow ther carcers should ampeove; 3
Colling, emplovees will be able to deselop if it muiches their passion {The right
person o0 the right pesond, To be oble o improve the guolity of humon
peaouices with  megnty, companies mus be able o undersiand  whach
eonplovecs belong o the group. The company must really provide apportunetics
for carcer and collin group employees, because the group will bocame an
obstache if they Feel that thewr caveer cannot develop asd docs not work i theie
pesitions,
Prowducts and services mre mone voricd
Farhan, (2012}, explans that one popuolar strutegy for several years s the
concept of valuc-added. MNow the mam problem is that many produces are
circulating, % adding value o prodocts or services s a must. There 8 oo
denving the lock of pdded volue will the difficulty will win the competition in
busingss, If 1 only ploy in margin prices thot are only small, the fact thot
determines  lopg-term  suceess 05 the sucecss of growth and soles and
profitabilicy. I's pessible that Minery-nine percent of the products aflered are the
saime a% competitors, but the one percent must be different from competitors,
namely tegarding leaders from all aspects, Must sort out products and services
that are nesded by the community, and v fo find o #iche market or need
msrket, In providing eredit o home isdustnies, componies muost understand the
business cyele of the business 0 be finonced. The hope is that BIf¥Rs will not
fend o buzsinesses whose life eycle s shoster than the repavment period, if thiz
happrens ot will certainly couse bad credit.
Hurals Bank strategics toomake products and services more vaceed:
17 Providing ndvice snd services [ customers in o professienal manner, many
consultants ond professionalism determine fees besed on the sdvice given.
BPE w5 o professional scller is recommended to provide wvolue to the




product, By giving far beiter and mors complex advice than compatitors, Cf
course ggthority . wisdom and broad understanding are nesded

2y Create ospocial program for loyal customers, the loan amcouwnt 5 wecrcased,
ﬂ': Tl inberest rute decreases,

37 Provide skills training o seminars rclaied o products produced by
customiers, 5o that the business can grow and secclerate, it reguires
sddditional capital from Rurals Bank Ioans,

41 Faster service to customers is e key 1o sucoess to bool competitors,

5. Conclusion
w,  With the relesse of POMK Mumber 5/ POJE.O3 7 20015 if it does not incresse the eore
capital of 722 BPHs, they are threatened to close, Banks with core capital below Rp,
A billion ore 374 bonks and those with core capital in the range of Bp. 3-5 billion are
s iy a8 348 hanks,
b, The strategy used by BPR to suivive by usmg several methods:
I} Branding Stretegy. which sime 10 build o positive image on customers with
slogans, tag lines,
24 Birengthening Institutional and Intemal Befomm:
= (wercoming the limited capital by using two methods . namely conducting a
merper and mviting other mvestoss where both there are advantages and
dizadvantages so they must do a thorough anaysis before decading.
® [mprove govermmnee, by prepanng o business plan which is 4 guideline for
determining sirategy . because business sucoess is not determined by the size
of the company bui is determined by the speead of anticipating change,
= [mproving the quihty of HR developing HRE with ntegeity means. tha
between theughts and speech must be the zame, by undemtanding the three
HE groups.
#  More varied products and services, the concept of value added, Mingetyv-nine
percent of products are the some as competitors, but one percent must be
different from finding a niche market that is needed by cusiomers
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