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Abstract

This study aims to analyse the level of information transparency in online loan
applications in Indonesia, focusing on four main aspects, namely interest rate
disclosure, loan terms, additional costs, and late payment penalties. The background to
this study stems from the phenomenon of the proliferation of online loan services that
offer easy access to financing, but are often accompanied by significant risks due to the
lack of clear and easily understandable information for consumers. The method used is
descriptive qualitative with a content analysis approach, where primary data is obtained
through direct review of official and unofficial online loan applications, while secondary
data is collected from academic literature, regulatory reports, and related publications.
The results of the study show that most online loan applications still do not fully comply
with the principle of information disclosure. Interest rates are often displayed only on a
daily basis, obscuring the effective annual interest rate, the term is not always disclosed
in detail from the outset, additional costs often appear in the form of hidden
deductions, and late fees are rarely clearly explained with a transparent calculation
mechanism. This situation not only has the potential to harm consumers financially, but
also has an impact on psychological aspects and reduces the level of trust in the fintech
lending industry as a whole. The implications of this study emphasise the importance of
the active involvement of three main parties, namely online loan providers, regulators,
and consumers. Service providers are expected to increase transparency with clear and
uniform information standards; regulators such as the OJK and AFPI need to tighten
supervision and set disclosure standards based on the Annual Percentage Rate (APR);
while consumers need to continue to improve their financial literacy in order to be able
to critically assess risks. With this synergy, it is hoped that online lending services can
develop in a healthier, fairer, and more sustainable manner in supporting financial
inclusion in Indonesia.
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Introduction

The development of digital technology has brought about major changes in the
financial sector, one of which is the emergence of online lending services, commonly
known as financial technology lending (fintech lending). Online loans provide easy access
for the public to obtain funding quickly, without having to go through lengthy
procedures as required by conventional financial institutions (CIMB Niaga, 2025) . This
phenomenon has attracted attention not only among urban communities, but also in
areas that are difficult to reach by banking services. The ease of accessing online loans
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is quite significant in promoting financial inclusion , but on the other hand, it also poses
new challenges related to transparency and consumer protection (Sasmitha, 2025) .

Transparency of information is one of the main issues in online lending services.
Most consumers choose this service because of its speed and simplicity. However, many
have suffered losses due to a lack of clear information about interest rates, additional
fees, and penalties for late payments (Anshori, 2025) . A lack of transparency can cause
consumers to miscalculate their financial capabilities, leading to problems such as
default, debt accumulation, and falling into a cycle of debt that is difficult to overcome.
This situation shows that although online loans offer significant benefits, there are
serious risks if information transparency is not maintained (Widyadhana & Fitriana,
2025).

Interest rates are a key component that must be clearly disclosed in every loan
product. However, in practice, many online lending platforms display interest rates in a
confusing manner, for example, by only stating the daily interest rate without providing
an explanation of the effective annual interest rate (Subagiyo, 2022a) . This makes it
difficult for consumers to understand the actual costs they will have to bear. This lack of
understanding often misleads consumers, as they only pay attention to the nominal
daily interest rate, which appears small, when in fact, if calculated over a certain period
of time, the amount can be very large and burdensome (Bhanot, 2017) .

In addition to interest rates, loan terms are also an important indicator in
assessing transparency. In some online loan applications, information about loan terms
is not explained in detail or only appears after consumers have approved the
application. However, transparency regarding loan terms is important to help
consumers realistically assess their ability to repay their obligations. Unclear loan terms
can have serious consequences, especially when the tenor is too short but the loan
amount is relatively large, which could lead to consumers potentially defaulting on
payments and becoming trapped in revolving loans (Nurhilmiyah et al., 2025) .

Additional fees are another aspect that often causes problems in online loans.
Some applications charge administrative fees, service fees, and even provision fees, the
amounts of which vary and are not always disclosed at the beginning of the application
process. There are many cases where consumers only realise that additional fees have
been deducted after the funds deposited into their accounts are less than the loan
amount they applied for. This type of disclosure model raises questions regarding the
compliance of loan providers with the principle of transparency, as well as creating a
sense of unfairness that can be detrimental to borrowers (Rahmatullah, 2024a) .

Late payment penalties are also an important element that often ensnares
consumers. In many cases, online lenders display penalty information vaguely or do not
include clear calculations. There is an application that only states "late payment
penalties apply" without details of the amount or daily accumulation percentage
(Prihatini, 2023a) . This lack of transparency can trap consumers in exponentially
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increasing financial burdens when they experience late payments. Transparency in the
disclosure of late payment fees is essential so that consumers can understand the
inherent risks before making a decision (Saifullah, 2023) .

From a regulatory perspective, the Financial Services Authority (OJK) and the
Indonesian Joint Funding Fintech Association (AFPI) have actually established rules
regarding the governance of online lending, including the obligation to provide
information that is clear, accurate, and easily understood by consumers. However,
implementation in the field still faces many weaknesses (Correia, 2022a) . lllegal loan
applications further exacerbate the situation because they are not subject to any
regulations and tend to hide important information that consumers should know. This
makes the issue of transparency not only relevant but also urgent to be studied in depth
(Pardede, 2023).

In addition to regulatory issues, the level of financial literacy among the public
also influences their understanding of the issue of transparency in online lending. The
low level of public understanding of effective interest rates, hidden costs, and penalty
mechanisms makes them vulnerable to non-transparent practices by loan providers.
Therefore, research on information disclosure has a dual urgency: first, to encourage
loan providers to be more transparent, and second, to raise awareness among the
public to be more critical in assessing the loan services they use (Prihatini, 2023b) .

Based on this background, research on the transparency of online lending
information is highly significant. Unclear disclosure of interest rates, terms, additional
costs, and late fees is a real problem that directly affects the public. Therefore, this study
will not only analyse the current state of transparency but also provide strategic
recommendations for improving information disclosure practices. The aim is to build a
healthier, fairer, and more responsible online lending system, thereby providing optimal
benefits for the development of national financial inclusion without compromising
consumer rights.

Research Methodology

The research method used in this study is a descriptive qualitative method with
a content analysis approach, where the focus of the research is directed at examining
the transparency of information presented by online loan applications related to
interest rates, terms, additional costs, and late payment penalties. Primary data was
collected through direct observation of the information available on websites and
online loan applications, both those registered with the OJK and those without official
permits, to then be analysed based on the clarity, completeness, and ease of
understanding of the information provided (Tranfield et al., 2003) . Meanwhile,
secondary data was obtained from Financial Services Authority regulations, fintech
industry reports, and various relevant academic literature. Data analysis was conducted
by categorising each piece of information into transparency indicators, then assessing
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the consistency between regulatory provisions and actual practices in the field, thereby
providing an objective picture of the level of openness of online loan information and
its implications for consumer protection (Eliyah & Aslan, 2025) .

Results and Discussion
Analysis of Information Transparency in Online Loan Applications

Transparency of information in online loan applications is a fundamental issue in
the digital finance industry. An ideal online loan should present all important and
relevant information clearly so that consumers can make informed decisions (Ranaivo,
2024) . However, in practice, transparency is not always a top priority for service
providers. Many applications only provide partial information or even obscure it with
technical terms that are difficult for the general public to understand. This situation
highlights the gap between regulations that promote information transparency and
business practices that prioritise commercial aspects (Saifullah, 2024) .

Interest rates are the first piece of information that often causes misperceptions
among users. Some online loan applications list interest rates per day, for example 0.8%
per day, without explaining in detail how much the actual effective interest per month
or per year will be borne by consumers. In fact, disclosing interest rates only in daily
units can be misleading because the value appears small and insignificant. In reality,
when calculated cumulatively, the annual interest charged can exceed 200% per year,
which is significantly higher than conventional bank loan interest rates. This situation
highlights that transparency in interest rate disclosure remains a serious issue
(Oktaviani & Dewi, 2023).

Another issue related to interest rate disclosure is the difference in terminology
between flat interest, effective interest, and service fees, which in some cases are
deliberately mixed up to obscure the actual interest burden. Consumers with low
financial literacy generally cannot distinguish between these concepts and only focus
on the nominal amount stated. As a result, they are often surprised when the instalment
burden is much higher than previously estimated. Information transparency should
include simple explanations, not just the listing of nominal figures, so that consumers
truly understand the financial consequences of the loans they take out (Arini, 2024) .

In addition to interest rates, loan terms or tenors are also often presented in a
non-transparent manner. Ideally, online lenders should explain the tenor options at the
outset of the application process so that consumers can adjust their repayment
capabilities to their obligations. However, in reality, it often happens that information
about the tenor only appears after consumers have filled out the form or even after the
loan has been approved (Rahmatullah, 2024b) . This situation limits consumers' ability
to make wise decisions. Furthermore, the tenors offered in online loans are generally
relatively short, ranging from 7 to 30 days, which, without careful calculation, actually
increases the risk of default (Hidayat, 2022a).
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The lack of transparency regarding loan tenors also affects consumers' ability to
plan their finances. For example, someone borrows funds on the assumption of a one-
month tenor, but after the application is approved, they are only given a seven-day
tenor. This kind of discrepancy ininformation not only causes confusion, but also results
in real losses when consumers are unable to prepare the repayment funds by the
deadline. Thus, it is clear that transparency regarding loan tenors is no less important
than transparency regarding interest rates (Subagiyo, 2022b) .

Additional fees are another controversial component of online lending services.
Many applications deduct administrative fees, provision fees, or service fees from the
loan amount disbursed without providing detailed explanations upfront. As a result, the
funds received by consumers are lower than the amount applied for (Hidayat, 2022a) .
Itis also not uncommon for these additional fees to be omitted from the digital contract
document prior to approval, only appearing in the disbursement proof. Such practices
indicate a weak commitment to transparency and are detrimental to consumers, as they
create a discrepancy between what is promised and what is received (Subagiyo, 2022b).

Unclear additional costs place a heavier financial burden on consumers than
initially estimated. For example, if someone borrows £2,000 but only receives £1,700
after service fees are deducted, the actual interest and instalments payable are higher
than the net funds received (Prayuti, 2025) . In financial literature, this condition is
known as a hidden cost that is detrimental to the borrower. The lack of clarity regarding
additional costs in online loans indicates disclosure practices that are not in accordance
with the principle of information transparency and can be categorised as a form of
consumer exploitation (Correia, 2022b).

Another aspect that needs to be analysed is late payment penalties. In financial
theory, late payment penalties are intended to discipline consumers to pay on time.
However, in the practice of online lending, the mechanism for imposing penalties is
often not explained in detail. Some applications list daily penalties without explaining
the cumulative limit, while others only mention the nominal penalty without the
percentage. This kind of information is misleading, especially for consumers who
actually have good intentions but are experiencing temporary financial difficulties
(CNBC Indonesia, 2025) .

Non-transparent late fees often cause financial burdens to balloon in a short
period of time. Consumers may initially only be in arrears by a few hundred thousand
rupiah, but within weeks the amount owed can double or triple due to accumulated
penalties. This situation makes it increasingly difficult to pay off the debt, eventually
trapping consumers in a revolving loan or debt trap. Transparency of information
regarding the amount of fines, the calculation mechanism, and the accumulation limit is
crucial so that consumers can anticipate the risks from the outset (Disemadi et al., 2020)
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When comparing legal (registered with the OJK) and illegal online loan
applications, there is a striking difference in terms of transparency. Legal applications
generally present information on interest rates, tenors, additional fees, and penalties in
a more organised manner, although this is not necessarily easy for all consumers to
understand. Meanwhile, illegal applications almost always provide minimal
explanations and tend to hide cost information. This indicates that regulation has a
significant influence on transparency practices, although full compliance remains an
issue (Rinaldi, 2023) .

However, it must be acknowledged that although licensed applications are
generally better in terms of disclosure, there are still weaknesses in terms of language
clarity and ease of access to information. Many applications still place important
information in footnotes or separate documents that consumers rarely open. This
makes transparency merely formal or administrative in nature, while in substance it is
still far from the principle of fair disclosure. Thus, the issue of transparency is not only a
matter of information availability, but also about the manner of presentation and
accessibility of understanding for consumers (Sidharta, 2024) .

In addition, there have been findings that some online loan applications use
design manipulation or dark pattern strategies in presenting information. For example,
information about high interest rates and additional fees is presented in small print,
while promotional messages such as "quick loans" are displayed more prominently. This
pattern clearly weakens the quality of information disclosure because it emphasises
commercial appeal rather than financial education. Such practices reveal a conflict of
interest among service providers who prioritise short-term profits over building long-
term trust with consumers (Wijaya, 2023b) . This lack of transparency has a double
impact on the digital financial ecosystem. For consumers, they risk becoming trapped in
excessive debt and experiencing financial and psychological pressure. For the fintech
industry itself, non-transparent practices damage its reputation and reduce public trust
in technology-based financial services. If this condition is allowed to continue, the main
objective of fintech lending as a solution for financial inclusion will instead become a
source of more complex social problems (Akbar, 2024) .

Considering the various aspects above, it is clear that transparent disclosure is
not merely a formality, but a fundamental requirement for maintaining the sustainability
of the online lending ecosystem. Disclosure of interest rates, tenors, additional fees, and
late payment penalties must be presented in a simple, comprehensive, and easy-to-
understand manner. Transparency must also be integrated with business ethics so that
online lending services are not only legally compliant but also morally fair. These efforts
are crucial to minimising the risk of consumers becoming trapped in harmful financial
situations (Hutagalung, 2025) .

Therefore, transparency analysis of online lending applications shows that there
is an urgent need to strengthen regulations, improve public financial literacy, and
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encourage service providers to prioritise information disclosure. The combination of
these three aspects is expected to not only increase consumer confidence, but also
support the growth of a healthy and sustainable fintech lending industry that is in line
with the national financial inclusion mission. With good transparency, online loans can
truly become an instrument that helps the community, rather than trapping them in
increasingly heavy financial burdens.

Implications of Transparency for Consumers and Regulation

Transparency of information in online lending services plays a strategic role for
consumers as the most vulnerable party. With open information about interest rates,
tenors, additional costs, and late payment penalties, consumers can estimate their
financial capabilities before making a decision (Hasyyati, 2020) . Conversely, when
transparency is neglected, consumers risk taking out loans without understanding the
actual financial burden. This can lead to payment defaults, debt accumulation, and even
a debt trap, which is one of the serious social issues resulting from the proliferation of
online loans (Hidayat, 2022b) .

The first clear implication is on the quality of consumer decision-making. Unclear
financial information often causes consumers to assess loans solely in terms of ease of
disbursement, without considering the long-term cost risks. Consumers who are
tempted by promotional slogans such as "quick loans" tend to ignore detailed
information, especially if additional costs or effective interest rates are not clearly
presented. Once the loan is taken out, consumers realise the total amount of their
obligations has ballooned, leading to regret and personal financial crises (Wijaya,
2023a).

In addition to causing financial losses, the lack of transparency also has
implications for consumers' psychological health. Many reports show that online loan
borrowers with ballooning debts due to hidden costs experience mental pressure,
stress, and even depression. Some extreme cases also show the emergence of violence
from debt collectors or even suicide due to the inability to repay loans. This means that
transparency is not only a technical financial issue, but also related to the psychological
and social safety of consumers (Correia, 2022b) .

Another implication of transparency for consumers is an increase in practical
financial literacy. When lenders consistently provide comprehensive and easy-to-
understand information, consumers will become accustomed to assessing effective
interest rates, calculating additional costs, and understanding the risks of late
payments. This not only helps them in choosing online loans, but also strengthens their
ability to manage their personal finances in general (Prayuti, 2025) . Thus, information
transparency can be a potential means of practical financial education. Information
disclosure also has animpact on the level of public trust in fintech lending as an industry.
If consumers feel protected through transparency, they will have more confidence in
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using online loans as an alternative source of financing. Conversely, negative
experiences due to unclear information will worsen the industry's image, causing the
public to generalise all online lending platforms as "debt traps." Low public trust has
the potential to hinder the development of fintech lending as a financial inclusion
solution (Subagiyo, 2022b) .

From a regulatory perspective, information transparency is a form of consumer
protection that must be enforced. The Financial Services Authority (OJK) and the
Indonesian Joint Funding Fintech Association (AFPI) have established a code of conduct
and minimum information standards that online loan providers must comply with.
However, weak law enforcement against illegal applications has prevented these
regulations from being implemented optimally. This means that without effective
transparency, regulations remain merely normative documents without any practical
effect (Hidayat, 2022a) .

The implications for regulators are also related to the burden of supervision. Lack
of transparency makes it difficult for regulators to monitor whether practices in the field
comply with applicable regulations. Online loan applications that conceal information
make detecting violations more complex, requiring in-depth analysis and placing an
additional burden on the authorities. This shows that transparency actually facilitates
the work of regulators, because the more open the information is, the easier it is to
conduct supervision and evaluation (Rahmatullah, 2024b) .

Another regulatory implication is the emergence of a need to tighten
transparency standards in the disclosure of online loan products. For example,
regulators may require all loan providers to display interest rates in the form of a
uniform Annual Percentage Rate (APR), making it easier for consumers to compare one
application with another. Without clear disclosure standards, consumers will continue
to be at a disadvantage due to differences in the reporting of interest rates, additional
fees, or penalties (Arini, 2024) .

Improved transparency standards will also encourage healthy competition in the
fintech lending industry. If all service providers are required to be open in presenting
information, they will compete in terms of service quality, process speed, and product
flexibility, rather than in concealing costs (Oktaviani & Dewi, 2023) . That way, the online
lending industry can develop more healthily, where business success is not achieved by
misleading consumers, but through innovation and fair service. In addition to the impact
onregulatory policies, transparency also has implications for the scope of public literacy
and education that can be integrated with government policies (Saifullah, 2024) . The
clarity of online loan information can be used as an educational tool for financial literacy
programmes initiated by the OJK and Bank Indonesia. If consumers always find clear
explanations of effective interest rates, additional costs, and the risks of late payment,
their literacy will automatically improve even without formal training. Thus,
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transparency is not only beneficial for consumers but also becomes a strategic partner
for regulators in the national literacy improvement agenda (Ranaivo, 2024) .

However, if transparency is neglected, the regulatory implication that arises is
the proliferation of illegal lending practices. Consumers who are disappointed with legal
applications because they are not clear enough often turn to illegal applications that
promise higher speeds. In fact, illegal applications almost never provide honest
information and are instead rife with exploitation. This situation demonstrates that the
lack of transparency in legal applications contributes to expanding the scope of illegal
lending, thereby systematically weakening the regulatory function in controlling the
market (Prihatini, 2023b) .

Another noteworthy implication is the difficulty regulators face in providing legal
protection to consumers. Disputes arising from unclear information often end in
deadlock, as consumers do not have clear written evidence of the additional costs or
penalties imposed. The lack of disclosure from the outset weakens the consumer's
position in the eyes of the law. Thus, transparency serves not only as a form of
preventive protection, but also facilitates repressive protection when disputes arise
between consumers and loan providers (Pardede, 2023).

For regulators, this lack of transparency also raises issues of policy legitimacy. If
the public continues to be harmed by online lending practices that lack transparency,
then the perception will arise that the OJK and AFPI are not sufficiently rigorous in their
supervision of the industry. This loss of legitimacy can weaken the regulatory authority
as a whole, which ultimately has a broader impact on the public's perception of formal
financial institutions. Therefore, ensuring transparency is part of maintaining the
credibility of supervisory institutions (Correia, 2022a) .

The positive implications of successfully improving transparency are the creation
of amore sustainable digital ecosystem. Effective regulations and protected consumers
will expand the basis of trust and increase the penetration of responsible fintech lending
(Saifullah, 2023) . Transparency provides certainty to both users and investors that the
online lending market is healthy and fair. This is in line with the government's financial
inclusion mission, which emphasises broad and ethical access to finance (Prihatini,
2023a).

Overall, the implications of transparency for consumers and regulators confirm
that openness of information is key to the balance of the online lending industry.
Transparency provides consumers with protection, regulators with efficient oversight,
and the industry with opportunities for healthy growth. Without transparency, what
occurs is an exploitative cycle in which consumers are harmed, regulators lose
legitimacy, and the industry loses public trust. Therefore, the issue of transparency in
online lending is no longer merely a technical matter, but rather a strategic agenda for
building fairness and sustainability in Indonesia's digital finance industry.
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Conclusion

The aspect of information disclosure in most online loan applications in
Indonesia still faces serious problems. Interest rates are often only displayed in daily
nominal amounts without a clear explanation of the effective annual interest rate, loan
terms tend to be short and are not always disclosed from the outset, additional costs
often appear in the form of hidden deductions, while late payment penalties are often
not explained transparently. This situation demonstrates that information disclosure
practices still do not fully prioritise the principles of clarity, completeness, and ease of
understanding for consumers.

The lack of transparency in information disclosure has significant implications for
consumers, both financially and psychologically. Consumers who lack financial literacy
are the most disadvantaged because they are trapped in costs that they do not
understand from the outset, leading to problems such as default, ballooning debt, and
even mental stress due to financial burdens. On the other hand, lack of transparency
also weakens public trust in the fintech lending industry and creates an additional
burden forregulators in terms of supervision and dispute resolution. Thus, transparency
is not only an ethical issue, but also has very real economic and social consequences.

Based on these findings, it is clear that improvement efforts must be carried out
simultaneously by various parties. Online loan providers need to prioritise information
transparency with disclosure standards that are simpler and easier for consumers to
understand, while regulators such as the OJK and AFPI must strengthen supervision and
reinforce uniform disclosure standards, for example through the use of the Annual
Percentage Rate (APR). On the other hand, improving public financial literacy is also a
key factor in reducing consumer vulnerability to non-transparent practices. With a
combination of transparency from providers, strict regulations, and savvy consumers,
the online lending industry will be able to grow in a healthier, fairer, and more
sustainable manner.
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