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FTA & DIGITAL TRADE
 
The mobile data revolution that supported by the development of information and communication technology 
(ICT) have promoted the significant changes in the world’s economic model knows as The Digital Economy. 
In the International trade, the growing of the information technology has positive impact on the accretion of 
international services trade. World Trade Organization (WTO) statistics data shows that global service trade 
continued to expand since 2010 and posted its highest growth in 2014 at 5%. It is so far when it compared 
with the global trade in goods which average growth by 1% each years. The WTO claimed that the growth of 
this service sector is contributed by the information technology sector which recorded the growth of 18% in 
every each years1. 

The fairly stable growth in the services sector and supported by the information technology sector  increasingly 
affirms that the digital commerce has become a needed of the world today. Each State  competes to maximize 
the digital economy as its economic growth engine. As of the need to open unhindered wide market access 
become the main agenda. The issue of the digital economy has become the focused discussion in various free 
trade agreement negotiations. Both in theTrans-Pacific Partnership(TPP), RCEP negotiations, and EU CEPA, the 
digital trade issue is regulated under the E-commerce, telecommunications, investment, Intellectual property 
rights, and service trade regulatory. On the contrary in the WTO, the issue of E-Commerce will be encouraged 
in the massively discussion.

This paper aims to preview the possibility of Indonesia has the opportunity to maximizing the digital economy 
as a world growth engine in the middle of free trade agreement challenges negotiations that will further 
narrow the space of Indonesia's competitiveness.

Indonesia is currently negotiating the RCEP and EU CEPA agreements which seriously discuss the issue of 
the digital economy. It is important to remember that the discussion of the digital economy is not only about 
E-commerce but also the about the complexity of supply chain related to the Information technology and 
communication sector as a cantilever of digital industry.

During this time, the major players in the ICT industry is the advanced of industrial countries that have 
mastery of technology. So it can be confirmed that in the FTA negotiations, the advanced industrial countries 
desire a great market access to its interest, to maintain the dominance of the market structure. Therefore, 
automatically any barriers to digital commerce will be forced to be abolished.

1 WTO Statistic 2015, Pg.15 
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In the context of free trade agreements, there are several issues that are considered as barriers in digital 
trade2 , namely:

a. Access to Internet

A crucial issue of serious Internet access in FTA negotiations is access to broadband.  This issue is famed by 
the Net Neutrality term. The FTA is encouraging for unrestricted access to broadband which then harms the 
enterprise applications (over the top / OTT). But then of course the access to broadband will be very sensitive 
for the internet network providers which have been spending a lot of investment to build the infrastructure.

b. Cross-Border Data Flows

For industrialized countries, cross-border data flows are activities that should not be restricted.  The reason is 
in the digital trade the free flow of data is the most important object. However, in some countries, the cross-
border data flows could not be freely executed. Then sometimes, in the some countries, the cross-border data 
flows confronted with the restrictive measures by the State in the form of strict rules on the protection of 
personal data, internet protocol (IP) protection, and application of localization data.

c. Protection of Intellectual Property Rights

In the digital trade, the protection of intellectual property rights, especially related to copyright is considered 
to be very important. Therefore the FTA is driven to provide the maximum protection of it. On the other hand, 
the IPR protection in the context of digital commerce has been violated the digital rights of the public by 
actively conducting censorship activities through internet service providers. Which will be limiting the public to 
maximally utilize the digital products as a source of public knowledge

d. Performance Requirements & Non-discriminations rules

The rules of performance requirements will be an important issue for developing countries. The reason is 
this rule will enforce a restriction on local content requirements (TKDN), the use of certain local technology 
or software (treatment on digital products), and a compulsion of technology transfer. Not to speak of, the 
adoption of custom duties for digital products is avoiding considered and should be eliminated. Obviously, 
for developing countries these rules will increasingly close the space for the State to make a flexible rules to 
strengthen local industry, especially UMKM. Moreover, these rules will be contrary to the right to development.

THE DEVELOPMENT OF ICT IN INDONESIA

The development of ICT, particularly the telecommunications, since beginning is not through in order to meet the 
need or desire of consumption solely nor an attempt to exploit a large market that has the potential to make a huge 
profit economically.

The development of ICTs into an era of convergence where the combination of technology and value chain of the 
telecommunications industry, information technology, broadcasting, content and its industry leads to a new and 
more efficient link which enables consumers to obtain the integrated services as needed.

This development is not only stops in the technology area, but quickly gives its influence on almost all areas 
especially on social and economic impacts. Such influence even influences the existing economic, social, 
cultural and political order.

2 Joshua P. Meltzer, “A New Digital Trade Agenda”, ICTSD, 2016, Pg.4-5
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a. ICT & New Style of Competition

The rapid and innovative of ICTs development on the consumer side increasingly provides the diverse, 
efficient, effective, and up-to-date alternatives to communicating options, sometimes in an unforeseen way. 
This situation has more opportunity to reach the point where it goes beyond the general needs of consumers 
thus pursue a changes in consumer needs. These symptoms begin to be seen with the further distance of 
voice communications besides the capacity capable of being provided by telecommunication devices such as 
smartphones. Happened before on computing technology.The growth speed of this technology also affecting 
the investments that accompany telecommunications operations, particularly at RoI (Return of Investement).

Since the emergence of mobile phones, the Indonesian PTSN (Public Switch Telephone Network) customers 
increasingly difficult to develop. The use of PSTN is not entirely interrupted, from time to time constantly 
experienced an increase in the number of customers, but with the number and growth of low. PT. Telkom, as 
one of the major organizers, admitted that from year to year its operational cost has increased and profit has 
decreased. The percentage of revenues from voice telephony services to total operating income continued to 
decline from 8.9% in 2014 to 7.5% in 20153 . This is certainly a burden to the organizers and the more difficult 
it will be.

Every new technological development establishing the new capabilities in service and it becomes an important 
element that produce business competition. The more technology used to be obsolete in a period of time make 
the selection of technology becomes more strategic. Therefore,the organizers must be careful in preparing the 
plan and its development or it will be collapse due to losing compete or lagging technological changes.

The technology integration is the wrench to advancement, which then produces an easier and cheaper 
convergence of services. The convergence of ICT services ultimately affects the ICT business structure that 
has been separated between telecommunication, internet and broadcasters will be compelling a form of a new 
model which is more in line with technological developments and consumer needs. The telecommunication 
service providers which have been providing voice and text / messaging services would be the latest if they 
are not able to provide data services in large capacity to accommodate all forms of voice, messaging, data, 
video and other services.

3 Annual Report, Telkom, 2015 dan 2016.
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Since 2011, the mobile operators in Indonesia amounted to 9 operators, but in 2015 there were only 7 
organizers and dominated by the fourth largest organizers which control over 80% of the market. Those 
organizers are Telkomsel (153 / 157.4 million), IndosatOreedo (70/85 million) and XL Axiata (42/44 million) 
and in its development namely PT Hutchison 3 Indonesia (56 / 56.5 million) or Tri Indonesia has beyond the 
number of XlAxiata’s customers.

b. The Potential Digital Market In Indonesia

The growth of the telecommunications industry grew by 9%, which is twice that of the national growth of 
4.8%. Those percentage shows that the need for communication in Indonesia is relatively elevated and be a 
part of basic needs4.

By the end of 2016 the number of people who have not been used the internet yet in the world is 3.9 billion 
people or about 53% of the entire world population. The number of people who have not been used the 
internet in the Asia Pacific region reached 51.8%. Indonesia within the group is be in the group of of 51% 
- 75% 5. Indonesia has been left behind compared to other neighboring countries such as Thailand, the 
Philippines, Vietnam, Brunei, Malaysia and Singapore. This data indicated that the needs or market potential 
for internet usage in Indonesia is still elevated and has high potential to evolve.

On 2016, We Are Social data revealed that the growth of internet and social media usage has shown considerable 
growth. Active internet users experienced of 21% growth and the growth of active social media users is at 
19%. This number figures a significant escalation and the developing potential. 

Kominfo’s data6 mentioned that the number of ISP customer in Indonesia has been sharply increasing, 
nearly doubled or 99,39% occurred in the period of 2014 – 2015. It is related to the occurrence of network 
improvements and the developing of fluidity applications increasing the smartphone usage.

4 Laporan Direksi, Laporan Tahunan Telkomsel Indonesia, 2015. 

5  Facts and Figures ICT 2016, ICT Data and Statistics Division Telecommunication Development Bureau International Telecommunica-
tion Union (ITU), Switzerland Geneva, June 2016.

6 BukuPutih 2016, Kominfo, BadanLitbang SDM, 2016. 
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The data of UN ESCAP in 20167 reported the character of internet usage in Indonesia dominated for 
entertainment 94%, communication 94% and search 89%. Generally, these three components dominate the 
purpose of internet usage in Asian countries. For Indonesia, the job search through internet access is relatively 
high especially compared to other advanced Asian countries such as Japan and South Korea. This trend also 
occurs in neighboring countries of Indonesia such as the Philippines, Thailand, Malaysia and Vietnam.

The result of ICT Survey8 on ICT Usage on Household and Individual on 2016 conducted by Research and 
Development of SDPPPI (Puslitbang SDPPPI), Ministry of Communications and Informatics showed that that 
internet access ownership by households in Indonesia has reached 36% as much as 31% or about 80.7 million 
of Indonesians citizen.The number of users / subscribers is increased from the previous year which is 29.65. 
Indonesian internet users is projected to increasing as a result of the development of the digital era. The data 
also showed that the internet usage of Indonesian peopleparticularly those who directly involved in economic 
activities such as traders (7.5%) or self-employed (39.3%) is relatively low.

DIGITAL RIGHTS

"Personal data protection & Copyright"

Certainly in the available digital era has serious impact on the digital rights of publics. The digital rights is 
such as protection of personal data and content blocking or deletion. Both of those issue are concerning to 
the interest of internet users,  hence it is necessary to demand the seriousness of Government attention in 
providing the public protection against digital rights.

1. Protection of Personal Data

The massive use of the Internet by the public has unconsciously submitted personal data that can be exploited 
by third parties without public knowledge. Obviously this becomes very vulnerable if these datamisused 
by irresponsible parties. In the free trade agreements on E-commerce that have been initiated in the TPP 
Agreement, as well as in the FTAs negotiations such as RCEP and EU CEPA, will specifically regulate the cross-
border data flows.

For example in the TPP Agreement as the FTA gold standard, the E-Commerce Chapter rule includes regulations requiring 
states to permit free data transfer and prohibit the government from requesting companies to host data on local servers. 
Sometimes for some countries, the issue of data localization has been used as an excuse to protect the personal data of 
its citizens.

On the other hand, the state regulation requiring "localization" of both data and computer facilities (such as servers) that 
have been used by some governments to support censorship in the context of national security. As of this problematic, 
when the public insists that the local data protection context should provides a privacy settings. Thus the regulation of the 
protection personal data is a necessary addressing this issue. Indonesia does not have this regulation yet.

In the TPP e-commerce chapter, the State's obligation not to impose barriers in the cross border data flows in 
case of personal data protection has been granted an exception, whereby States may enact national policies to 
provide protection of personal data as provided in national legislation. However, its implementation is not that 
easy, because the TPP requires that the regulation of personal data protection should comply the international 

7	 State	of	ICT	in	Asia	and	the	Pacific	2016,	Technical	Paper	by	the	Information	and	Communications	Technology	and	Disaster	Risk	Re-
duction Division, UN ESCAP. 

8 Buku Putih 2016, Kominfo, Ba`danLitbang SDM, 2016.
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standards that quite advanced and subjective. Thus, the national regulation might be considered as not 
complied with the TPP Agreement and could be challenged in the dispute settlement mechanism9 .

2. Copyright & Content Blocking or Content Deletion

Free trade agreements governing copyright protection is affecting the fundamental human rights, namely 
freedom of expression, the right to information and knowledge. In copyright adjustment on the internet, 
almost in all free trade negotiations it is justify the blocking of content that allegedly infringes copyright.

The issue of content blocking on websites or blogs that allegedly infringing copyright is a serious matter in 
the context of freedom of expression, the right to information and knowledge on the internet. Blocking on the 
internet on behalf of copyright protection would potentially lead to the risk of over-blocking and the lack of 
effectiveness in this way.

For example, the Trans-Pacific Partnership Agreement (TPP) has rules on Intellectual Property Rights (IPR) in 
high standard exceeding the WTO or known as TRIPS Plus. Many of the FTA negotiations refer to TPP rules 
such as RCEP.

One of the biggest issues is about the extended copyright protection period of up to 70 years, whereas 
previously up to 50 years. Surely this will have an impact on copyright holders' monopolies for more than 140 
years. This copyright monopoly will be eliminate the public access to digital content that benefits the public 
knowledge10 .

Mainly, the provision of intermediary responsibility known as 'notice-and-takedown' which provides incentives 
for the service provider industry to remove content without proper notice or evidence of actual infringement, 
would be threaten the freedom of expression, right to information and knowledge on the internet.

Therefore, the act of blocking content in the name of copyright should not be indiscriminately restricting the 
digital democracy. There must be a required mechanism to be applied such as the obligation through court 
decision regarding to11 :

1. Every blocking command must be executed as closely as possible to fit the target;

2. No blocking order may be granted unless the rights holder who requests the order has assigned a copyright in 

    a work which he claims has been unlawfully accessed;

3. No blocking order may be granted outside works that the copyright has been assigned by the rights holder;

4. Access to non-infringement material of copyright should not be blocked;

5. Blocking effectiveness as there is no risk of over-blocking;

6. Any blocking decision should be timed, whether blocking orders must be conducted within a limited time 

    or not;

9	 https://www.citizen.org/media/press-releases/tpp-text-reveals-risk-consumer-privacy-reform 
10	 https://www.eff.org/issues/tpps-copyright-trap

11 Prinsip-prinsipHakuntukBerbagi:  Prinsip-prinsipKebebasanBerekspresidanHakCipta di Era Digital, Article 19 https://    
	 www.article19.org/data/files/medialibrary/3716/Right-to-Share-BAHASA.pdf



7

Policy Paper IGJ, 2017: The Digital Issues In Indonesia & Its Challenges in FTA Negotiations

NET-NEUTRALITY & OVER THE TOP (OTT)
Net Neutrality is a principle that laying a network provider or ISP (Internet Service Provider) that should not 
be discriminate in providing its services to internet content providers (sites). The network provider may not 
restrict the permissions of the customer or prioritize certain content based on the source. The content of all 
content providers must be accessible with the same speed and transmission quality.

Initially, the net neutrality do not work as people scheming which is give an equal access to the entire site 
/ content. For example such as in the web hosting, the ISP has been determined the existence of the cost 
of bandwidth usage. The bandwidth limitation is related to the amount of fees to be paid. The greater the 
bandwidth has been used, the greater the fees that must be paid to the network provider. The amount of these 
costs relating to the costs required or incurred on the infrastructure used.

Developing of cell phone and network technology has led to a significant increase in the ICT user market and 
stimulated the development of ICT businesses. Following these developments the significant developments in 
ICT businesses is occurred in the OTT business (Over The Top). Greatly,  the OTT is actually able to provide 
a significant advantage without being directly involved in the network business. On contrary, the  network or 
infrastructure business has profit decreased due to OTT, especially to voice and credit products which become 
the pledge of network provider.

In its expansion, the strong competition in ICT business which involves speed factor of technological 
development and investment power, began to affect the decreasing number of competitors in this business, 
at least could be seen in OTT business. The number of search engine providers is getting smaller than before, 
as well as social media content providers. Although on the other hand OTT business is also developing and 
giving birth to new business model, but in certain way in business part, OTT has grown rapidly and entered 
the stage of domination battle.

On the other hand, the operator or network providers demanding time and investment to develop the networks 
or infrastructure. The required time to perform the physical development and return on investment is facing 
rapidly technological developments. It makes network providers / operators lag behind the OTT business in 
generally. The straggling of network operators in investment (profits) due to the decline in profits, further 
increasing of the straggle infrastructure and creating traffic congestion data. This situation makes network 
providers tend to adopt a strategy to raise the price of network usage, at least to be an immediate return on 
investment.

For OTT’s offenders, the infrastructure that lagging behind is becomes an obstacle in their business competition 
especially in the effort to dominating. An alternative choice in dealing with this situation is to conduct bundling 
and business expansion strategies as an alternative for OTT actors as well as operators or network providers. 
Bundling strategies between network providers and OTT actors allow OTT to gain access and connection 
facilities that are far more secure and vice versa provide certainty benefits for network providers. Business 
expansion strategy is completed by developing a business in the field that can provide benefits for its business 
or support the progress of its business. For example, the operators who starting develop the OTT business or 
vice versa OTT actors are starting to build their own network or business network, as started by Facebook with 
internet.org or Google with Loon program. This pattern in Indonesia can be seen in PT. Telkom in cooperation 
with eBay gave birth plasa.com, XL with Elevenia, Indosat with Cipika, and First Media - Bolt with Matahari 
Mall.

This condition proceed the discrimination in the traffic of data and not the neutrality of the communication 
network or the Internet by the network provider or ISP. In this situation the net neutrality begins to become 
a problem. On the user / network users side, it means the restricting access and lowering connection quality. 
On the content provider side, this creates unhealthy or unfair business competition. Each of network provider 
/ operator violates internet neutrality, many local startups would die or have difficulty to developed.
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E-COMMERCE

As the digital development, the digital economic activity in Indonesia is developing as well. E-commerce 
transactions, the support systems for the sale of goods and services, financial activities, and other activities 
that engage the internet is noticeable and followed the development of business models in several fields. ICT 
Indicator Survey on 201612 recorded that the internet usage patterns in Indonesia of 31%, the  73.3% of it 
is access to social networks. After all it is followed of 53.75 by seeking for good and services information. A 
total of 24.2% or 19.5 million Indonesians are doing e-commerce activities with 23.8% of them making online 
purchases, 0.8% making online sales, and 0.4% making purchases as well as online sales. 

The data also shows that internet usage, especially those directly involved in economic activities such as 
traders (7.5%) or self-employed (39.3%) is relatively low.  Then, the graphic of Indonesia's e-commerce 
transactions was increasing. In 2013, the number of transactions reached USD 8 billion, reaching USD 12 
billion in 2014, and 2016 estimated to reach 24.6 billion.15 Indonesia's online business is allegedly contributing 
the Indonesia's Gross Domestic Product (GDP) to 22% by 2020.

The e-commerce buyer group is dominated by individual buyers of 79.8% followed by buyers of legal entities 
such as CV (8.7%) and PT(6.8)13.  

Those data required to be observed as the tendencies presence of company personally purchasing, particularly  
in consumer goods or in smaller quantities or in smaller amount. The small quantity of buyer through company 
or legal entity could be seen as potentially large capacity of buyers who who have not overly involved yet in 
e-commerce transactions.

12 Buku Putih 2016, Kominfo, BadanLitbang SDM, 2016. 

13  Buku Putih 2016, Kominfo, Badan Litbang SDM, 2016. 
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Referring to Kominfo’s data on 2015, there are about 11 (eleven) of the most favorite commercial sited  that 
visited by the internet users. Overall, the top three of the most favorite sites are about 63% dominated the 
other sites. It is related to the merger or procurement towards some of e-commerce organizers in the previous 
years.

The acquisition or procurement, and merger process of e-commerce sites is keep preserving and in the 
dynamic process, especially in the global market competition. The world major company or the company with 
strong finance supporting are starting to take control of the market by buying e-commerce sites in many 
countries The top of three companies in Indonesia have the story beyond their successes that they have been 
achieved in the following notes as 51% by injecting amount to USD 1 billion to USD 2 billion. The story of the 
top three company is clearly showed how the investment and the world-class players  gave the influence of 
e-commerce in Indonesia. 

The e-commerce in Indonesia is growing with the great potential as well as facing the struggle for the world’s 
great players of it. The great potential of e-commerce in Indonesia, both of in the market and small business 
group are easy to penetrate and engage in the e-commerce system. The competition that has involved the 
players and the huge investment would be a great challenge for the evolving start-up business in Indonesia.

OLX is a global e-commerce presence in the 106 countries with 40 language, established in Argentina then 
moving to New York. In 2010 Naspers, a major media group in South Africa, entered with an investment 
of USD  40 million. In 2010 OLX invested and took over Tokobagus in 2014. OLX is executed into a joint 
venture with Schibsted Media Group (Norway), Telenor Group (Norway) and Singapore Press Holdings (SPH) 
(Singapore), the three of them have invested in Indonesia through berniaga.com, for the development of 
online platform classified in four countries namely Indonesia, Thailand, Bangladesh, and Brazil. OLX finally 
inserted the tokobagus.com and berniaga.com into OLX and turn out the majority owner both of them. 
Overall, the OLX users is about 260 million every month with 100 workers worldwide.

Tokopedia was founded in 2009 by William Tanuwijaya. The company is began to be highlight in 2014 after 
received fund of about USD 100 million or about IDR 1.3 trillion from SoftBank Internet & Media and Sequoia 
Capital and joint venture from Japan. SoftBank is the financier behind Alibaba’s success and Sequoia Capital 
is the investor behind the success of Apple, Google, YouTube, Instagram, and WhatsApp. In 2016 tokopedia.
com get was received another fund of USD 147 million or about IDR 1.9 trillion.
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Lazada was founded by Rocket Internet, headquartered in Berlin, Germany, in 2012 to targeting the Southeast 
Asia markets such as Indonesia, Malaysia, Philippines, Singapore, Thailand and Vietnam. Lazada is known as 
e-commerce that selling the electronic products and clothing. After JP Morgan, and several other partners 
have entrusted their investment to Lazada and its parent company, Rocket Internet. In November 2012, 
Kinnevik, an investment company from Sweden invested more than USD 40 million. In December 2012, 
Summit Partners, one of the largest venture capital firms in the world invested USD 26 million. In January 
2013, Tengelmann, a German strategic retail group invested $ 20 million in investment funds. In 2016 the 
Chinese giant Alibaba’s e-commerce company increased its stake in Lazada to 81% from 51% by injecting 
USD 1 billion to a total of USD 2 billion.

THE NATIONAL COMPETITIVENES IN DIGITAL ISSUES

a. The Opportunity to Strengthen Indonesia in Global Value Chain

As a country that has highly potential market, the government should started to focus on the strategy that 
leading to the development of a highly competitive digital industry, and no longer rely on outside digital 
industry. It will be provide a high added value for the domestic economy.

Recently, the global development wherein the information and communications technology (ICT) sector is the 
largest contributor to global trade value, Indonesia needs to take advantage of this momentum to take on a 
larger role in the global value chain (GVC), where the GVC agenda nowadays is on the main agenda of the 
free trade.

There are several reasons why GVC is chosen as its strategy: first, the advancement of technological innovation; 
second, the world’s growth engine is in the developing countries; third, the deepening of the ‘smile curve’ 
shifting the ideal conditions in the Global Value Chains, thus focusing growth only on the manufacturing 
process and forgetting the pre and post manufacturing processes that are heavily reliant the ervice sector14. 
Eventually, GVC is dominated by the developed countries as logical consequence of the industry division 
practice based on capital and technology (Capital/Technology intentsive industry). Moreover, the OECD noted 
that compared to developing countries, the activity of added value in trade is reinforced by the service sector 
which has contributed to the growth of 2/3 GDP in industrialized countries 15.

The involvement of developing countries into the GVCs process is largely determined by the capital driven 
of multinational corporations in industrialized countries. At least, there are three forms of capital driven 
namely, natural resources seeking, efficiency seeking, and market seeking16. From capital driven analysis, 
most developing countries constantly focus their value chain activities on low value production activities such 
as processing of semi-finished goods or assembling. Meanwhile, industrial countries yet dominating the high 
added value activities in their country, such as R & D and Design 17.

Therefore, in case Indonesia anxious to take on the role of a key player in GVC, then the Government of 
Indonesia should developing a digital economy industry by improving the problems that exist in the national 
telecommunications industry as its main prerequisites.

14	 Richard	Baldwin,	“Global	Supply	Chains:	Why	they	emerged,	why	they	matter,	and	where	there	are	going”,	part	of	WTO	Publi	 	
	 cations	entitled	“Global	Supply	Chain	in	the	changing	World”,	2013.	

15	 OECD	Synthesis	Report,	“Interconnected	Economies:	Benefiting	From	Global	Value	Chains”,	2013,	pg.

16	 Peter	Draper	and	Andreas	Fraytag,	“Who	Captures	The	Value	in	The	Global	Value	Chains?”,	ICTSD,	2014.
17 South Centre, ibid. 
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b. The Challenges & Opportunity of the Digitalization in Indonesia 

Information and Communication Technology Sector

1. Infrastructure: Network & Data Center

The lack of ICT infrastructure, especially network infrastructure, has become a problem in Indonesia. 
First, due to the geographical conditions of Indonesia which consists of a group of islands with a wide 
expanse. These conditions make the provision of infrastructure requires a greater investment, both due 
to the breadth of the area and the combination of technologies to be used. Second, due to the rapid 
development of ICT. The rapid development of ICT technologies enables the provision of infrastructure 
to continually update its technology in order to provide more adequate services particularly to encounter 
the strong and global competition.

The availability of data infrastructure such as data center or server center still could not compensate for 
the development of data-based communications that experienced a high leap in recent years. Increased 
e-commerce such as online purchases, online transportation services in major cities, travel and other 
services are increasing demand for data services. The unavailability of these infrastructure services will 
encourage the widespread usage of service facilities located in other countries.

2. The Convergence Regulation

The development of ICT technologies not only improves the quality of ICT services but also changes the 
business model or service model even to the needs of the community. The development of smartphone 
technology includes ICT services are also changing. News, television, entertainment, communications 
and other added services are all possible via smartphone. This changes the pattern of service and the 
use of technology in each of these fields. Those changes that strikethe ‘manual’ business and service 
patterns, still, at the same time the service providers have to face the emerging competitors with less 
likely investment.

On the other hand, the convergence of services have been differentaccording to the scope and use of the 
technology, nowadays is beginning to change and more integrated in the nearly technology system. The 
rules and regulations is lagging beyond the current changes. The issuance of the Ministry Regulations in 
its various changes shows the rapid changes that occurred. The lack of regulation and legislation gives the 
opportunity for unfair competition and ultimately disrupt the services provided to the development of ICT 
businesses and industries. The Convergence law or the Government Regulations (PeraturanPemerintah) 
that anticipate this transformation become an important requirement for ICT industry and business could 
well developed, for the organizers and customers especially to obtain the protection and services.

3. The low utilization of ICT: e-gov& public services

Although Indonesia is lacking of the infrastructure needs, but the the utilization of ICT, particularly in the 
public services of central and local government is also lacking. This lack of utilization is one of them due to the 
existence of corrupt behavior which in particular impacts the inaction of the utilization of this technology. The 
high utilization of ICT in addition will encourage the development of ICT industry in Indonesia, will also provide 
multi-effects for other industries including start-up business and fulfillment of public services.
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About E-commerce

1. Infrastructure 

Still, the availability of ICT infrastructure is an important issue in the rapidly expanding e-commerce development. 
The problem of the lack of availability of trade infrastructure can not keep pace with the ongoing development 
of e-commerce. The ability of e-commerce to overcome the problem of distribution chain constantly could not 
overcome the problem of other trade infrastructure such as adequate availability of transportation system, 
warehousing and other including national and regional regulation. Included also in this case the quality of local 
production such as consistency, quantity, registration and more.

These issues ultimately require substantial investments in order to optimally exploit emerging markets through 
ICT services. As a result, the competition model and e-commerce development are more heavily in the capital 
battle for investment on many issues beyond the strengthening of local production and capacity. The local 
start-up will be more difficult to grow and compete because foreign investment is directed at the activity 
of purchasing e-commerce sites or start-up business. It also means that there is not much impact on the 
strengthening of national production that occurs in the development of e-commerce in this condition.

2. The model & Security Transactions

However the development of e-commerce requires the availability of transaction facility. On the use of 
electronictransaction in Indonesia, thetransaction security guarantee is an important issue.Considering the 
developing of the online economic and the magnitude of transaction that may be follow, it has become a 
future challenges, notably for banking to be able to provide transactions services which is more practical and 
safe. Regulatory improvements and rules relating to electronic transactions must be reinforced immediately. 
Reciprocally with the banking mechanism which has to prepare itself in developing the electronic transactions 
that will increase rapidly. Developing the use of telephone credit as an automatically payment, as tested in 
China, would be a trend that strengthen in the future.

3. The Low Penetration of Local Products in E-Commerce Practices

One of Indonesia’s national economic strengths is in the local production which has spreading on the islands 
that  widely separated. The ongoing development of e-commerce does not show a close relationship with the 
strengthening of local products, specially agricultural commodities and etc. 

RECOMMENDATION

Therefore, there is a needs of strong regulation which outward able to intervene by the international instrument, 
specially the FTA’s as supporting system. Some of the FTA’s rule such as prohibition on data localization, 
freedom of cross data flows, non-discrimination rules and removal of custom digital product duties, prohibitions 
on TKDN and the protection of personal data should be able to bestriked by the Indonesian government in 
order to maintain and protect the national interest.

The national interest in local economic strengthening could not be exchanged (trade-off) in free trade agreement 
(FTA) negotiations, which only adding to the long list of negative impacts of FTA on people’s economy. The 
Indonesian government must have a strong bargaining position in negotiations, and mastering of measurable 
performance indicators that should be defend on.

The FTA negotiations will be a decisive process for Indonesia’s role in the globalization era, whether to be 
a player or a spectator. Including whether the agreement will provide great added value for Indonesia. The 
growing and potential market should be fully utilized for the benefits of strengthening the people’s economy.
This the solution to improving national competitiveness.
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Confronting the world challenges through the signed of FTAs, Indonesia must be immediately make a various 
improvement, preparation and utilization of facilities that have been built to seeking the optimal solution. 
Following the development of ICT infrastructure, particularly the ongoing inter-island network, the further 
utilization and development of ICT infrastructure facilities should be better prepared.

Utilization of ICT infrastructure by building server centers in the region has been given multi-benefits for many 
sectors, especially in the potential of each region in Indonesia. Utilization for e-government development 
and public service facilities can be done simultaneously with increased production and local trade according 
to the potential commodities owned by each region. This will certainly have an impact on the growing and 
strengthening SME industry and stimulate local start-up.

The efforts to develop the supporting infrastructures is on the progress nowadays, such as transportation, 
warehousing and others are expected soon to be followed by the integration of BUMD (Regional Owned 
Enterprises) or even BUMDES  with national institutions such as Bulog and other BUMNs. Local commodity-
based e-commerce is a viable potential to build as one of the important base strengths in building Indonesia’s 
digital economy as well as being part of efforts to protect local economic power. The role of local government 
and the strength of local organizations need to play a large part and role in this digital development. 

Confronting the Net Neutrality Demands in FTA

Dealing with the FTA demands over Net Neutrality is basically facing two interests of it. First, is the commercial 
interests specially in the commercial cross-country. For this necessity, then the series of rules such as trade, 
tariffs, taxes and others need to be regulated among the countries in accordance with the conditions in current.

Second, is the non commercial interest. This interest relating to the policies such as censorship that deals 
with social, political, legal issues such as crime, corruption, pornography, terrorism and others. This national 
issue, can also become a trans-national issue, and its unique to every each country. Therefore, the process of 
negotiation or determination of FTA rules, particularly about the net neutrality decision should be considering 
both of those issue. Since the non commercial consideration is relating to the national interest of every each 
country, thus would be an important judgment that should be installed in the process of negotiation or the 
establishment of rules. On the contrary, the unique issue for each country will be an obstacle in determining 
the common rules in the FTA.

Personal Data Protections

On the other hand, the government must preparing a set of regulations that aimed at respecting, protecting 
and fulfilling the rights of its citizens over the internet. Regulation at the level of the Act (UU) on the protection 
of personal data and the blocking of internet access should be made clear by the government and the People’s 
Legislative Assembly. Do not let citizens’ rights over the internet be pounded by the rules of digital economy in 
the FTA. The government must realize the digital economy in FTA will bring a substantial influence on society, 
not merely business.

Therefore, the first thing that the government should be done is understanding the text of the free trade 
negotiation agreement that is now being negotiated. The comprehension of the text is the basis for the public 
to participate in determining the direction of digital economy arrangement, thus will not  removing the rights 
of citizens in expression and obtain information and knowledge on the internet.
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The utilization of ICT in increasing local production becomes a great opportunity to be utilized but the obstacles 
such as the infrastructure and local government initiatives make a far distance from the development. Local 
products, especially agriculture and its harmonious need to get protection because it deals with the national 
interest and the people directly but also need to  support through ICT services.

The development of e commerce for local or regional commodities nationally requires strong cooperation 
between the Central Government and Local Government as the backbone of the achievement of this national 
e-commerce system. The government must be able to overcome the sectoral and institutional ego problems 
that have been a constraint in integrated work.****

Jakarta, July 2017 Edited and published
by Indonesia for Global Justice :

Jl.DurenTiga Raya No.9, Jakarta Selatan
(021) 7941655

Email: igj@igj.or.id / keadilan.global@gmail.com
FB : Indonesia for Global Justice

Twitter : @igj2012
Website: www.igj.or.id


