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Abstract:

The mandatory implementation of E-Katalog Version 6 integrated with INAPROC since January 2025 has
created significant entry barriers for Micro, Small, and Medium Enterprises (MSMEs) in Indonesian
government procurement. The platform requires providers to possess formal administrative documents,
specifically distinguishing between the Business Identification Number (NIB) issued through the OSS
system and the Taxpayer Identification Number (NPWP), alongside deeds of establishment and corporate
documentation. However, only 32 per cent of Indonesia's 64.2 million MSMEs hold such formal licensing.
To analyze the alignment of these registration requirements with the prevailing legal framework, this study
employs an empirical legal research method (socio-legal approach) supported by statutory and conceptual
approaches. The findings reveal that these restrictive administrative prerequisites generate severe barriers
to entry and market concentration, creating conditions that distort fair business competition as regulated
under Law No. 5 of 1999. Consequently, a limited number of registered providers dominate government
transactions, resulting in unfair pricing, budget inefficiency, and potential state financial losses. The study
concludes that regulatory harmonization through the simplification of INAPROC registration
requirements and systematic socialization programmes targeting MSMESs are essential policy measures to
mitigate market concentration, restore healthy competition, and ensure inclusive participation in digital
government procurement.
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Abstrak:

Penerapan wajib E-Katalog Versi 6 yang terintegrasi dengan INAPROC sejak Januari 2025 telah
menciptakan hambatan masuk yang signifikan bagi Usaha Mikro, Kecil, dan Menengah (UMKM) dalam
pengadaan pemerintah Indonesia. Platform ini mengharuskan penyedia jasa untuk memiliki dokumen
administrasi formal, khususnya membedakan antara Nomor Identifikasi Usaha (NPWP) yang dikeluarkan
melalui sistem OSS dan Nomor Identifikasi Wajib Pajak (NPWP), beserta akta pendirian dan dokumentasi
perusahaan. Namun, hanya 32 persen dari 64,2 juta UMKM di Indonesia yang memiliki lisensi formal
tersebut. Untuk menganalisis keselarasan persyaratan pendaftaran ini dengan kerangka hukum yang
berlaku, penelitian ini menggunakan metode penelitian hukum empiris (pendekatan sosial-hukum) yang
didukung oleh pendekatan hukum dan konseptual. Temuan menunjukkan bahwa prasyarat administratif
yang ketat ini menimbulkan hambatan masuk yang parah dan konsentrasi pasar, menciptakan kondisi yang
mendistorsi persaingan usaha yang adil sebagaimana diatur dalam Undang-Undang No. 5 Tahun 1999.
Akibatnya, sejumlah kecil penyedia jasa terdaftar mendominasi transaksi pemerintah, yang mengakibatkan
penetapan harga yang tidak adil, inefisiensi anggaran, dan potensi kerugian keuangan negara. Studi ini
menyimpulkan bahwa harmonisasi regulasi melalui penyederhanaan persyaratan pendaftaran INAPROC
dan program sosialisasi sistematis yang menargetkan UMKM merupakan langkah kebijakan penting untuk
mengurangi konsentrasi pasar, memulihkan persaingan sehat, dan memastikan partisipasi inklusif dalam
pengadaan pemerintah digital.

Kata Kunci: hambatan masuk pasar; E-Katalog Versi 6; persaingan adilt; konsentrasi pasar, UMKM
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Introduction

The rapid advancement of information and communication technology has
significantly transformed government procurement systems worldwide, shifting them
toward more efficient, transparent, and accountable digital platforms. In Indonesia, this
transformation is reflected in the increasing adoption of e-catalogue and e-marketplace
systems, with over 10,000 registered products recorded by 2022 (Indonesia, 2022). This
digital shift not only accelerates procurement processes but also enhances accountability and
transparency, which are fundamental principles in state financial management. Furthermore,
electronic commerce has generated economic, social, and cultural impacts by enabling
micro, small, and medium enterprises (MSMEs) to access broader markets, altering
consumer behavior, and reshaping societal interactions with products and brands (Anggraeni
et al., 2026; Muhammad et al., 2026; Sifa et al., 2024).

To accelerate digital transformation in government procurement, the Indonesian
government enacted Presidential Regulation No. 17 of 2023, mandating PT Telekomunikasi
Indonesia Tbk to manage the Electronic Procurement System and its supporting
infrastructure, encompassing funding, development, integration, operation, and maintenance
(JDIH LKPP, 2023). The resulting platform, E-Katalog Version 6, was jointly developed by
the National Public Procurement Policy Agency (LKPP) and Telkom Indonesia, and has
been compulsory for all ministries, agencies, and regional governments since January 1,
2025 (Setyowati, 2025). This version introduces significant improvements over its
predecessor, including direct payment methods, simplified application management,
integration with the state financial system (SAKTI), enhanced procurement monitoring
functions, and strengthened transaction security (Setyowati, 2025; Zahara & Elmizan, 2026).

Despite these advancements, the mandatory registration requirements for E-Katalog
Version 6 present substantial barriers to MSME participation. All providers must obtain an
INAPROC account, which requires verification of a Business Identification Number (NIB)
through the Online Single Submission (OSS) system, along with articles of incorporation
and other administrative documents (INAPROC, 2025; LKPP, 2024). However, of the 64.2
million MSME:s in Indonesia, only approximately 32% possess a valid NIB, meaning the
majority cannot fulfill these prerequisites (Kementerian Koperasi dan UKM, 2024). The
administrative complexity effectively excludes micro and small enterprises, which typically
operate as home-based businesses without formal organizational structures, thereby
contradicting the inclusivity principle enshrined in Presidential Regulation No. 16 of 2018
(JDIH LKPP, 2018).

The restriction of the eligible provider pool raises significant concerns regarding
market concentration and the potential distortion of fair business competition. Empirical
reports, including data from the Indonesian Employers Association (APINDO, 2024),
indicate that a substantial portion of government procurement value is controlled by a limited
number of large corporate providers. While a small number of registered providers does not
automatically constitute a legal monopoly under competition law, such high market
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concentration—driven by structural entry barriers—creates conditions that may lead to
oligopolistic behavior, unfair pricing, and budget inefficiency. Consequently, this dynamic
warrants scrutiny under the lens of Law No. 5 of 1999 concerning the Prohibition of
Monopolistic Practices and Unfair Business Competition, particularly regarding whether
these administrative prerequisites inadvertently create discriminatory barriers to entry
(Article 19) for MSMEs.

Despite the extensive literature on the digital transformation of public procurement,
a critical research gap remains. Previous studies have predominantly focused on the technical
adaptation of e-procurement systems by government officials (Edi et al., 2025; Ramayanti,
2025) or the general efficiency of digital platforms (Bertocchi et al., 2022; Setyowati, 2025).
However, there is a scarcity of empirical legal research that specifically examines the
structural exclusion of MSMESs caused by the stringent administrative prerequisites of E-
Katalog Version 6, and how this exclusion translates into market concentration and potential
distortions of fair competition. This study aims to fill this gap by employing an empirical
legal research method with a socio-legal approach. Specifically, the objectives of this
research are to: (1) analyze the extent to which NIB and INAPROC account requirements
function as structural barriers to entry for MSMEs; (2) evaluate the implications of the
resulting market concentration on fair business competition under Law No. 5 of 1999; and
(3) identify regulatory disharmonies between platform technicalities and MSME
empowerment mandates. The novelty of this research lies in its integration of empirical field
data on MSME exclusion with competition law analysis, providing a comprehensive legal
and policy framework to redesign inclusive digital procurement.

Method

This study employs an empirical legal research method with a socio-legal approach.
Unlike traditional normative research that focuses solely on "law in books," a socio-legal
approach examines "law in action," analyzing how the formal regulations governing E-
Katalog Version 6 interact with the socio-economic realities of MSMEs and market
dynamics in practice. The research aims to evaluate the structural barriers created by
INAPROC registration requirements and their implications for fair business competition
under Law No. 5 of 1999. To achieve this, the study integrates statutory and conceptual
approaches with empirical field data to provide a comprehensive legal and practical analysis.

Primary legal materials were collected through a comprehensive review of statutory
regulations, including Law No. 5 of 1999 on the Prohibition of Monopolistic Practices and
Unfair Business Competition, Presidential Regulation No. 16 of 2018 (as amended by
Presidential Regulation No. 46 of 2025), Presidential Regulation No. 17 of 2023, and LKPP
regulations regarding the implementation of E-Katalog Version 6. Secondary legal materials
comprised academic journals, institutional reports, and literature on competition law and
digital public procurement.
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To capture the empirical reality, primary empirical data were collected through in-
depth, semi-structured interviews and direct observation of the INAPROC system interface.
The informants were selected using a purposive sampling technique, comprising four key
categories of stakeholders directly involved in or affected by the E-Katalog Version 6
implementation: (1) MSME actors (specifically micro-enterprise owners who experienced
administrative exclusion); (2) procurement officials at regional government agencies who
execute the procurement process; (3) procurement policy makers involved in digital
procurement governance; and (4) competition law scholars who provide expert perspectives
on market concentration. The interviews were conducted between February and May 2026,
both in person and via online platforms, lasting approximately 45 to 60 minutes per session.
Additionally, empirical data on market concentration and MSME licensing statistics were
gathered from institutional reports (e.g., the Ministry of Cooperatives and UKM, APINDO),
and direct documentation of the INAPROC registration interface was captured through
system screenshots to verify the technical barriers.

The data analysis was conducted using a qualitative interactive model that integrates
both legal and empirical data. First, legal materials were interpreted using statutory and
conceptual approaches to establish the normative framework and identify regulatory
disharmonies. Second, the empirical data from interviews and field observations were
transcribed, coded, and analyzed using thematic analysis to identify recurring patterns
regarding administrative barriers and market concentration. Finally, a triangulation process
was applied to cross-verify the empirical findings with the normative legal framework,
ensuring that the practical realities observed in the field were accurately contextualized
within the principles of fair business competition and MSME empowerment.

Results and Discussion

Administrative Entry Barriers and the Misalignment with the Legal Status of MSMEs

E-Katalog Version 6 positions the INAPROC account as the single gateway for
business actors to participate in government procurement. The registration pathway obliges
prospective providers to pass sequential verification stages, including identity validation,
inputting a Business Identification Number (NIB), and uploading mandatory corporate
documents such as the deed of establishment (akta pendirian).

This technical requirement reveals a critical misalignment with the legal status and
classification of MSMESs under Indonesian law. Under Government Regulation (PP) No. 7
of 2021 concerning the Ease, Protection, and Empowerment of Cooperatives and MSMEs,
a micro-enterprise is defined as a productive business owned by an individual or legal entity
that meets the criteria of net assets of up to IDR 5 billion. Legally, for micro and small
business actors operating as individual enterprises or informal household businesses, the
NIB issued through the Online Single Submission (OSS) system serves as the sole legal
identity and formal license. They are not legally mandated to possess a notarial deed of
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establishment unless they are structured as a limited liability company (PT) or a formal
partnership (CV).

Figure 1. (a) Stages of Profile Verification, (b) Access Verification, and (c) Company Data
Verification for Prospective Providers in the INAPROC System
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However, the INAPROC system interface (Figure 1) demonstrates that the platform
implicitly assumes all providers possess a formal corporate structure. Field data gathered
through interviews confirm that this technical design functions as a decisive structural
barrier. A micro-enterprise owner in the catering sector stated: "We have supplied food to
the local government for ten years, but since this year we cannot enter the system because
our business has no formal deed of establishment, even though our NIB is active.” Her
testimony demonstrates that the platform converts a technical administrative glitch into an
instrument of legal and economic exclusion, filtering out actors who are legally recognized
as MSME:s but lack corporate formalities.

Table 1. Number of Business Identification Numbers (NIB) Issued through the OSS
System in Indonesia, 2020-2024

Year of NIB Issuance Number of NIBs Issued
2020 1,516,688

2021 2,165,386

2022 2,473,243

2023 4,061,883

2024 10,000,019

Cumulative total 20,217,219
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Table 2. Structure of the MSME Population and Licensing Status in Indonesia, 2024

Category Number of Units Share (%)
Total MSME population 64,200,000 100
MSMES holding an NIB 20217.219 1
(licensed)
MSMES without an NIB 43.982.781 68
(unlicensed)

Table 1 and Table 2 illustrate the macro-level impact of this barrier. While NIB
issuance has surged to over 20 million (32% of the 64.2 million MSME population), the
remaining 68% are structurally excluded. The data must be interpreted carefully: the
exclusion is not merely due to a lack of NIB, but the compounding effect of additional
corporate document requirements that are not legally required for micro-enterprises under
PP 7/2021. Thus, the digital procurement architecture generates a severe entry barrier for the
very demographic that Presidential Regulation No. 16 of 2018 mandates to be prioritized.

Market Concentration and Potential Distortions of Fair Business Competition

The restriction of the eligible provider pool fundamentally alters the market structure
of government procurement, creating conditions that may lead to the distortion of fair
business competition. Industry estimates and empirical observations indicate that a
substantial portion of government procurement value is currently controlled by a limited
number of large corporate providers who easily meet the stringent administrative
prerequisites.

From a competition law perspective, this condition must be analyzed through the lens
of Law No. 5 of 1999. While a small number of registered providers does not automatically
constitute a legal monopoly, the platform's design creates structural barriers to entry as
prohibited under Article 19 paragraph (1) letter b, which forbids business actors from
obstructing other business actors from conducting business due to restrictive agreements or
administrative barriers. Furthermore, the concentration of providers in specific catalogue
categories grants them a dominant position as defined in Article 1 number 4, where an
enterprise faces no meaningful competition.

A procurement official at a regional government agency confirmed this market
distortion: "In several catalogue categories, we only see two or three providers. The prices
offered are often higher than prevailing market prices, and we have no realistic alternative
to trigger the e-reverse auction mechanism." This empirical finding indicates that the
concentrated market structure neutralizes the competitive mechanism intended by the e-
reverse auction. When barriers to entry are artificially high, incumbent providers can sustain
supra-competitive pricing without the threat of new entrants. Consequently, this leads to
budget inefficiency and potential state financial losses, not as a direct result of a proven
monopolistic conspiracy, but as a structural consequence of an exclusionary digital platform
design.
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Regulatory Disharmony: The Conflict Between Technical Implementation and Statutory
Mandates

Indonesian procurement regulations consistently affirm the principle of inclusivity.
Presidential Regulation No. 16 of 2018 (as amended by No. 46 of 2025), Article 65, reserves
procurement packages up to IDR 15 billion exclusively for MSMEs. Additionally,
Presidential Instruction No. 2 of 2022 mandates a minimum 40% allocation of government
expenditure through MSMEs.

However, the technical implementation of E-Katalog Version 6 creates a severe
regulatory disharmony. In the hierarchy of laws, technical regulations issued by the National
Public Procurement Policy Agency (LKPP) must not contradict superior legislation. By
conditioning participation on corporate documents that the majority of MSMEs do not
legally possess, the platform's terms and conditions effectively nullify the allocative
mandates of the Presidential Regulations. A competition law scholar interviewed in this
study noted: "When a technical rule creates a barrier that only large firms can cross, the
market structure becomes oligopolistic by design, regardless of the intention behind it." This
disharmony demonstrates a failure in regulatory alignment, where subordinate technical
rules frustrate the statutory purpose of promoting broad-based economic growth and
equitable development.

Policy Directions Grounded in Statutory Authority

To restore healthy competition, corrective measures must be grounded in clear legal
authority. First, regulatory harmonization through the simplification of registration
requirements. LKPP, under the authority granted by Presidential Regulation No. 17 of 2023,
has the regulatory power to issue technical circulars and platform guidelines. LKPP must
exercise this authority to introduce a tiered verification scheme, where micro-enterprises are
only required to validate their NIB, waiving the requirement for corporate deeds. This aligns
the platform's technical rules with the legal reality of MSMEs under PP 7/2021. Second,
systematic socialization and assistance. This is not merely a social program but a legal
obligation. Article 86 of Presidential Regulation No. 16 of 2018 mandates the government
to empower MSMEs. Therefore, regional governments and LKPP must establish help desks
and licensing facilitation programs, fulfilling their statutory duty to ensure MSMEs can
access the digital procurement ecosystem.

Discussion

The findings of this study demonstrate that the digital transformation of public
procurement in Indonesia, specifically through E-Katalog Version 6, has inadvertently
created a socio-legal paradox. While prior studies have highlighted the technical adaptation
challenges faced by government employees (Ahn & Chen, 2022; Edi et al., 2025; Elgohary
& Abdelazyz, 2020; Fauzia et al., 2025; Glyptis et al., 2020; Ramayanti, 2025; Zahara &
Elmizan, 2026), this research contributes a deeper legal analysis by proving that the barriers
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are not merely technical glitches, but structural exclusions rooted in regulatory disharmony.
The empirical data reveals that the platform's design conflicts with the legal status of
MSMEs under PP 7/2021, transforming a digital efficiency tool into an instrument of
economic exclusion.

Furthermore, this study advances the discourse on market concentration in the digital
economy. Previous scholarship on e-commerce has noted that digital platforms tend to
concentrate market power among dominant actors (Calvano & Polo, 2021; Huang et al.,
2020; Kumar et al., 2026; Pakaya et al., 2026; Sudirman et al., 2025; Wicaksono, 2025).
However, this research provides a novel legal contribution by linking this concentration
directly to public procurement regulations. It proves that state-mandated digital platforms
can inadvertently violate the principles of fair business competition under Law No. 5 of 1999
by creating structural barriers to entry (Article 19). Unlike private e-commerce platforms
where market dominance is a result of business strategy, the dominance in E-Katalog
Version 6 is structurally engineered by administrative prerequisites that contradict superior
empowerment mandates.

While some literature portrays E-Katalog Version 6 as a new era of transparent and
efficient procurement (Bertocchi et al., 2022; Setyowati, 2025; Styrin et al., 2026), this
study's socio-legal approach offers a critical counter-narrative. The efficiency and
transparency gains highlighted by these studies are realized exclusively within a closed
ecosystem of already-registered, formally structured providers. The structural exclusion of
68% of the MSME population remains unaddressed. Therefore, this research concludes that
platform sophistication cannot ensure equitable participation without concurrent reform of
entry requirements to align with the legal realities of the target beneficiaries.

Ultimately, the regulatory disharmony identified in this study reflects a broader
pattern in Indonesian digital economic governance, where market liberalization and
technical efficiency objectives often overshadow protective measures for smaller enterprises
(Ariawan, 2025; Mujib, 2025). The policy recommendations advanced here—tiered
verification and statutory-based assistance—resonate with the adaptive support mechanisms
emphasized in prior research (Adaptasi et al., 2026; Fayezi & Zomorrodi, 2025; Malodia et
al., 2021; Rasaei, 2026). However, this study elevates these recommendations from mere
administrative suggestions to legal imperatives necessary to cure regulatory disharmony and
prevent potential violations of competition law.

Conclusion

The acceleration of digital transformation in government procurement, marked by
the mandatory implementation of E-Katalog Version 6 integrated with INAPROC since
January 1, 2025, has inadvertently created structural barriers to MSME participation. The
platform's registration requirements—including a Business Identification Number (NIB),
deed of establishment, and corporate documentation—effectively exclude the majority of
micro and small enterprises, as only 32 per cent of Indonesia's 64.2 million MSMEs possess

Taufani Yunithia Putri & Muslim Nugraha (Barriers to MSME Entry in Digital Government Procurement:
An Analysis of NIB and INAPROC Account Requirements for Electronic Catalogue Version 6)



Journal of Sharia and Legal Science 197
Vol. 4 No. 2 August 2026, 189 - 200

formal licensing. This restricted provider pool generates conditions conducive to
monopolistic practices, where a limited number of registered enterprises dominate
government transactions, resulting in unfair pricing, stagnation in product quality and
innovation, budget inefficiency, and potential state financial losses. The findings confirm
that the platform's administrative prerequisites, while ostensibly neutral, constitute a form of
discrimination against particular categories of business actors, contradicting both the
inclusivity mandate of Presidential Regulation No. 16 of 2018 and the prohibition of
monopolistic practices under Law No. 5 of 1999.

To restore healthy competition in digital government procurement, the government
must pursue two complementary policy measures: regulatory harmonization and targeted
socialization with assistance for MSMEs. Regulatory harmonization requires the
simplification and differentiation of INAPROC registration requirements so that micro-
enterprises are not subjected to the same administrative burdens as large corporations,
thereby aligning platform rules with the empowerment mandates embedded in superior
legislation. Simultaneously, systematic socialization and capacity-building programmes
must be directed specifically at MSMEs facing limitations in infrastructure, information, and
human resources, enabling them to navigate the digital procurement ecosystem. When these
measures are implemented, the enlarged provider pool will restore genuine competition,
drive prices downward through mechanisms such as e-reverse auction, and ultimately
transform E-Katalog Version 6 from a potentially monopolistic marketplace into an inclusive
instrument of equitable economic development.
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