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ABSTRACT

Enforcement of competition law in Indonesia faces major challenges with the increasing
number of foreign companies operating in the domestic market. The application of
extraterritorial authority by the Business Competition Supervisory Commission (KPPU)
is crucial in dealing with violations committed by foreign companies. This article analyzes
the application of KPPU's extraterritorial authority in enforcing competition law in the
domestic market, which may involve foreign companies that affect the Indonesian market.
Based on a juridical normative study, existing requlations provide a basis for KPPU to
enforce the law against foreign companies even though they do not operate domestically.
This study also identifies challenges in the implementation of extraterritorial authority,
such as difficulties in accessing information and limited coordination between countries.
It is recommended that KPPU strengthen international cooperation and update existing
regulations, especially related to the development of digital markets. Effective law
enforcement against foreign companies will increase market transparency and promote

Domestic Market.

INTRODUCTION

In recent years, the global economy has become
increasingly connected, where many business actors
across countries operate in one integrated market. One
of the impacts of this development is the increasing
need for regulations that are able to tackle unfair
business competition practices, especially those
involving large companies operating in various
countries. In this case, the Business Competition
Supervisory Commission (KPPU) as a stateinstitution
that has authority in Indonesia, plays an important
role in regulating and supervising business practices
that can lead to monopoly or unfair competition.
However, along with economic globalization and
cross-border transactions, KPPU's authority faces
challenges related to the supervision of competitive
practices involving foreign entities (Wahyudi &
Prakoso, 2021).

KPPU has an authority that is limited to the
national scope of Indonesia. However, in the digital
era and international trade, many foreign companies
operate in Indonesia without having a direct physical
presence. This poses a major dilemma in terms of the
application of competitionlaw, especially in relation
to the supervision of foreign companies that are not
based in Indonesia, but have a direct impact on the

fairer competition in Indonesia.

domestic market. Therefore, a deeper analysis is
needed regarding the extraterritorial authority of the
KPPU in enforcing competition law outside the
territory of Indonesia (Ikhwansyah, 2010).

One aspect that needs to be considered is how
existing regulations can accommodate these
developments, by providing KPPU with sufficient
authority to handle cross-border competition
practices. In this case, the application of
extraterritorial competition law will open up space
for KPPU to take firm steps against foreign
companies operating in the Indonesian market,
without being hampered by narrow jurisdictional
boundaries. This requires further study of the legal
basis that gives legitimacy to the KPPU to act outside
the territory of Indonesia (Longkutoy, 2020).

As a country that prioritizes the principle of fair
competition, Indonesia is faced with great challenges
in enforcing competition law in the global market
(Hakim, 2022). One possible effort is to formulate
policies that expand the scope of KPPU's authority,
including extraterritorial authority that allows
supervision of business competition practices that
have an impact on Indonesia (Balqis, 2020). In this
case, the international law approach can be one of the
bases for KPPU to cooperate with antitrust
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institutions in other countries in handling
competition cases that are cross-border in nature.

It is important to analyze how KPPU's
extraterritorial authority can be effectively
implemented, as well as the extent to which existing
regulations can facilitate the implementation of
supervision and enforcement against foreign
companies. Taking into account global developments
and international market dynamics, regulations that
are more responsive to these issues are expected to
create a fairer and more transparent competition
climate in Indonesia.

The application of KPPU's extraterritorial
authority in enforcing competition law faces a
number of obstacles that are not easy to overcome.
One of them is the lack of a legal framework that
regulates the KPPU's authority in handling
competitive practices committed by foreign
companies operating in Indonesia. This creates
difficulties for KPPU in carrying out supervision and
prosecution of practices that harm local consumers
and business actors, even though the impact is quite
significant on the domestic market (Paparang, 2019).
The existing regulations do not provide clear enough
authority for KPPU to act against foreign companies,
even though they are involved in practices that harm
the Indonesian market.

The application of KPPU's extraterritorial
authority is also hampered by limitations in terms of
international cooperation. Although many countries
have developed antitrust policies similar to
Indonesia's, coordination between countries in
handling cross-border cases is often problematic. This
problem is closely related to the differences in legal
systems between countries and the difficulty of law
enforcement beyond national jurisdiction (Indarto et
al, 2023). Therefore, a more comprehensive
regulation on international cooperationin the field of
business competition needs to be developed so that
KPPU can be more effective in enforcing competition
law against foreign companies.

Existing regulations in Indonesia, such as Law
No. 5/1999 on the Prohibition of Monopolistic
Practices and Unfair Business Competition, provide a
strong legal basis for KPPU to take action against
practices that harm the market. However, in terms of
the application of extraterritorial authority, the law
has not provided sufficient clarity regarding the
scope of supervision of foreign companies. This
indicates that there is a need for revision or
additional articles in the law to provide legitimacy to
KPPU's actions in dealing with foreign business
actors that have a direct impact on the domestic
market.
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The rapid development of the global market
involving many foreign companies affects the
dynamics of business competition in Indonesia.
Without a clear authority for KPPU to monitor and
enforce the law against foreign business actors,
Indonesia risks losing control over the domestic
market which can harm local business actors.
Therefore, it is necessary to consider how KPPU's
extraterritorial authority can be strengthened to be
more responsive to the demands of thetimes and the
needs of an increasingly connected global market.

The effectiveness of law enforcement in the field
of business competition is one of the important factors
in creating a healthy and fair business climate. If KPPU
can be authorized to handle business competition
practices involving foreign companies, this will increase
public confidence in the legal system in Indonesia.
This trust will accelerate economic development and
increase Indonesia's competitiveness in the
international arena, which ultimately contributes to
the welfare of society as a whole.

This study aims to analyze the application of the
extraterritorial authority of the Business Competition
Supervisory Commission in enforcing business
competition law against foreign companies operating
in Indonesia. Through this study, it is expected to
provide an understanding of the legal challenges
faced by the KPPU and provide recommendations
regarding policies that need to be developed to
increase the effectiveness of cross-border business
competition supervision. The contribution of this
study is to enrich the discourse on competition law
and provide a strong basis for the development of
regulations that are more adaptive to the dynamics of
the global economy.

RESEARCH METHOD

The research method used in this study is a
literature study approach using the normative
juridical method. This study focuses on analyzing
existing regulations and legal provisions, both
national and international, related to the
extraterritorial authority of the Business
Competition Supervisory Commission (KPPU) in
enforcing business competition law. This approach
aims to explore, understand, and evaluate relevant
legal sources to determine the extent to which
KPPU's authority can be applied to foreign
companies operating in the Indonesian market.
Normative juridical research focuses on analyzing
legal doctrines, laws and regulations, and applicable
jurisprudence, and examining how these legal
norms function in relation to regulating business
competition in Indonesia (Soekanto, 2013).
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In this study, the data sources used consist of
laws and regulations, relevant legal documents, and
legal literature relevant to the topic of KPPU's
extraterritorial authority. The analysis is conducted
using a qualitative approach, which focuses on
systematic interpretation and review of legal normes,
as well as in-depth juridical considerations
regarding how such authority can be applied to
foreign companies. In line with that, this study also
refers to international legal studies related to
competition law, as well as studies on the
application of legal authority beyond the borders of
a country. The main reference used is a book by
Muladi and Danang Sunyoto (2011), which
discusses legal research methods and normative
juridical applications related to competition law.
This book provides methodological guidelines that
are very useful in preparing legal research based on
existing legal theory and practice.

RESULT AND DISCUSSION

In the rapid development of the global economy, the
existence of multinational companieshasan impact on
the global economy, and has a significant influence on
the domestic market in each country. InIndonesia, the
presence of foreign companies operating in the local
market requires strict supervision to maintain healthy
business competition.

Unfair competition is an important issue in the
business world that is regulated by Indonesian law.
According to Article 1 point 6 of Law Number 5 Year
1999 on the Prohibition of Monopolistic Practices and
Unfair Business Competition, unfair competition is
defined as competition between business actors in the
production and marketing of goods or services carried
out in a way that is dishonest, unlawful, or hampers fair
business competition. There are two main categories of
unfair competition, namely anti-competitive actions and
fraudulent competition actions (Hakim, 2022).

Anticompetitive conduct involves efforts to
impede or prevent fair competition, often by
businesses seeking to maintain a monopoly position
by preventing or unreasonably excluding competitors
(Hardyansah et al., 2021). Some businesses may see
competitionasnegative and detrimental, as they must
competefor marketshare, consumers, and favorable
prices (Fariz & Issalillah, 2021). When many business
actors are involved in competition, the profits that can
be obtained by each business actor tend to decrease
(Ikhwansyah, 2010).

To address this unfair competition issue, the
Government of Indonesia feels the need to have a legal
instrument that can providelegal certainty in dealing
with these practices. Therefore, on March 5, 1999, the
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government issued Law Number 5 Year 1999 which
aims to prohibit monopolistic practices and unfair
business competition. With this law, it is hoped that a
fairer and healthier competition climate will be created,
which in turn will support sustainable economic
growth in Indonesia (Wahyudi & Prakoso, 2021).

The background to the issuance of Law Number 5
Year 1999 on the Prohibition of Monopolistic Practices
and Unfair Business Competition is closely related to
the agreement made between the International
Monetary Fund (IMF) and the Government of
Indonesia on January 15, 1998. In the agreement, the
IMF agreed to provide US$ 43 billion in financial
assistance to Indonesia to overcome the economic
crisis that hit the country. However, this assistance
came with the condition that Indonesia must
implement certain economic and legal reforms. One
reform that was considered important was the
regulation of monopolistic practices and unfair
business competition, which was the main reason for
the drafting of Law Number 5 Year 1999.

Although the agreement with the IMF was the
main driver, it was not the only reason behind the
birth of thislaw. Since 1989, Indonesia has experienced
intense discussions on the need for competition-
focused regulation. The extensive economic system
reforms, especially the regulatory policies
implemented since 1980, had created a situation that
was considered very critical in the business world.
During this period, large conglomerates controlled by
certain families or parties emerged, which often used
aggressive business practices to exclude small and
medium-sized businesses. These practices are
detrimental to small businesses, and have the
potential to affect lawmaking and financial markets
as a whole (Ramadhan, 2022).

With Law No.5/1999, itis hoped that a fairer and
healthier competition climate can be created, which
will protect small and medium-sized businesses from
monopolistic practices and unfair competition. This
law aims to encourage sustainable economic growth
and create fairness in the business world, so that all
business actors, both large and small, can compete
in a healthy and fair manner (Hakim, 2022).

Unfair competition, as stipulated in Article 1 point
6 of Law Number 5 Year 1999 on the Prohibition of
Monopolistic Practices and Unfair Business
Competition, refers to practices carried out by
business actors in the production and marketing of
goods and services that are not in accordance with
the principles of honesty and law. These practices
can hamper fair business competition, which should
be the foundation for fair and sustainable economic
growth. Unfair competition can harm consumers,
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ethically operating businesses, and ultimately, the
economy as a whole (Elizabeth et al, 2021).
Therefore, it is important to understand and identify
the various forms of unfair competition so that
appropriate measures can be taken to enforce the
law and create a fairer business environment.

Unfair competition can be divided into two main
categories: anticompetitive conduct and fraudulent
competition conduct. Anticompetitive conduct
includes practices that directly impede or restrict
competition, suchas collusion between businesses to
fix prices or divide markets (Chen, 2022). Fraudulent
competitionacts include unethical practices, such as
fraud, misleading advertising, or illegal use of
confidential information to gain a competitive
advantage. Both categories not only harm businesses
that operate honestly, but can also reduce consumer
confidence in the market (Chung, 2023). Therefore,
strict supervision and enforcement of these practices is
essential to maintain market integrity and protect the
interests of all parties involved.

Unfair competition refers to actions taken by
business actors to hinder or prevent fair competition in
the market. These actions are often taken by businesses
that seek to maintain or strengthen their monopoly
position by unethical means, such as blocking potential
competitors from entering the market or eliminating
existing competitors through harmful practices (Haines,
2009). Competition is perceived as a threat to business
actors who want to dominate market share, so they tend
to use strategies that harm others for personal gain
(lamiceli, 2017). Not only does this create unfairness in
the market, but it can also reduce innovation and
product quality, as powerful businesses no longer feel
compelled to improve their services or products.

For some businesses, competitionis often seen as
negative and unfavorable. In competition, there are
various elements that must be contested and
defended, such as market share, consumers, and
prices. When many businesses are involved in
competition, the pressure to maintain profits becomes
greater, which may result in a decrease in profit
margins (Thorbjernsen, 2019). In this situation,
businesses may feel compelled to take unethical
measures to protect their position, such as predatory
pricing, collusion, or misleading marketing practices.
Asaresult, competition that should drive efficiency
and innovation can transform into an arena where
unfair practices dominate, harming consumers and
hampering sustainable economic growth (Koguashvili
& Otinashvili, 2022). Therefore, it is important to
implement strict regulation and effective
supervision to prevent unfair competitive practices
and ensure that markets continue to function properly.
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To overcome various problems that arise in
business competition in Indonesia, the government
established the Business Competition Supervisory
Commission (KPPU). KPPU is a state institution
established by Presidential Decree Number 75 of 1999.
This institution has a mandate from Law Number 5
Year 1999 on the Prohibition of Monopolistic Practices
and Unfair Business Competition, and functions as a
law enforcer in charge of overseeing unfair business
competition practices among business actors. With the
increasing business activities in various sectors, KPPU
is expected to monitor and prevent harmful practices,
such as fraudulent competition carried out by
competitors (Balqis, 2020).

The Business Competition Supervisory
Commission (KPPU) is an independent institution that
serves to maintain and oversee business competition in
Indonesia, independent of the influence and power of
the government and other parties. KPPU is directly
responsible to the President asthe head of state, which
shows the importance of this institution's role in
maintaining market integrity. KPPU's organizational
structure consists of a Chairman who also doubles as a
member, a Vice Chairman who also doubles as a
member, and at least seven other members. The election
of the Chairman and Vice Chairman is conducted by
the commission members themselves, while KPPU
members are appointed and dismissed by the President
with the approval of the House of Representatives. The
term of office of KPPU members is limited to two
terms, each for five years, to ensure rotation and
renewal in the leadership of this institution.

The duties and authorities of KPPU are
regulated in Article 35 of Law Number 5 Year 1999,
which covers various important aspects of
monitoring monopolistic practices and unfair
business competition. KPPU is responsible for
assessing agreements and business activities that
have the potential to result in monopolistic
practices, as well as investigating the abuse of
dominant positions by business actors (Amalya,
2020). KPPU has the authority to take necessary
actions in accordance with applicable regulations,
provide advice and considerations to the
government regarding policies related to business
competition, and prepare relevant guidelines and
publications. KPPU is also required to provide
periodic reports to the President and the House of
Representatives regarding the results of their work
(Hersusetiyati & Sudrajat, 2023). Thus, KPPU plays
a very important role in creating a healthy and fair
competition climate in Indonesia, which in turn
supports sustainable economic growth and protects
consumer interests.



Journal of Social Science Studies Vol. 3, No. 2, July 2023, pages 11 - 22

The position of the Business Competition
Supervisory Commission (KPPU) as a supervisor of
monopolistic  practices and unfair business
competitionis regulatedin Law Number 5 Year 1999,
specifically in Article 36. KPPU has the responsibility
toreceive reports from the public and business actors
regarding alleged monopolistic practices or unfair
business competition. This action is animportant first
step in the monitoring process, as it involves active
participation from the public and business actors in
reporting potential violations. After receiving the
report, KPPU is authorized to conduct research and
investigation into the allegations, including examining
business activities that may result in monopolistic
practices. This process includes examining business
actors, witnesses, and expert witnesses, as well as
requesting information from relevant government
agencies to obtain a clearer picture of the reported
situation.

KPPU has the authority to collect and examine
various evidences, such as letters, documents, and
other relevant evidence for investigation and
examination. After conducting aninvestigation, KPPU
is tasked with deciding whether there are losses
suffered by other business actors or the public due to
allegedly unfair practices. This decision is very
important because it can affect thenext steps taken by
KPPU, including the imposition of sanctions or
recommendations for improvement to the business
actors involved. KPPU is also obliged to notify their
decisions to business actors suspected of monopolistic
practices or unfair business competition. Thus, KPPU
actsasan institution that not only supervises, but also
enforces the law and creates justice in business
competition, which ultimately aims to protect
consumer interests and encourage healthy economic
growth.

The duties and powers of the Business
Competition Supervisory Commission (KPPU) are set
out in Articles 35 and 36 of Law Number 5 Year 1999,
which provide the legal framework for the KPPU to
enforce rules related to monopolistic practices and
unfair business competition. When there is an alleged
violation of this law, KPPU has the authority to
conduct enforcement which includes a series of steps,
ranging from initial examination to more in-depth
investigation and investigation. This process is
designed to ensure that any alleged violations are
handled seriously and transparently. KPPU also has
the right to hold a hearing open to the public, where a
decision on the violation will be read out. This not
only provides accountability to the KPPU, but also
allows the public to oversee the ongoing enforcement
process.
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After KPPU issuesa decision, the business actors
involved are required to implement the decision and
report the implementation to KPPU. This obligation
emphasizes that the KPPU's decision is not merely a
recommendation, but a legal order that must be
obeyed. With this reporting mechanism, KPPU can
monitor the compliance of business actors with the
decisions that have been made, and take further steps
if necessary. This process creates a more transparent
and accountable system in enforcing competition law,
and provides protection for consumers and business
actors who operate ethically. Thus, KPPU plays an
important role in creating a healthy and fair
competition climate in the market, which ultimately
supports sustainable economic growth.

Law Number 5 Year 1999 on the Prohibition of
Monopolistic Practices and Unfair Business
Competitionadoptsa clear territorial principle in its
regulation, which can be seen from the definition of
"agreement" contained in Article 1 number 7. This
definition states that an agreement includes the actions
of one or more business actors, whether written or
unwritten. This shows that this law focuses on
interactions and agreements that occur within the
jurisdiction of the Republic of Indonesia. Thus, all
agreements made by business actors operating in
Indonesia, bothindividuals and legal entities, will be
under the supervision and regulation of KPPU. This
territorial principle is important to ensure that all
business practices that have the potential to harm
business competitionin the country can be effectively
regulated and supervised.

Furthermore, Article 1 point 5 of the same law
emphasizes that a business actor is any individual
or business entity established and domiciled in the
jurisdiction of Indonesia. By linking these two
articles, it can be concluded that this law only
applies to agreements made under Indonesian law.
This creates clear boundaries regarding the scope of
application of the law, so that KPPU can focus on
monitoring monopolistic practices and unfair
business competition that occur domestically. The
application of this territorial principle also provides
legal certainty for business actors, as they can
understand that every action they take in business
in Indonesia will be subject to the regulations
stipulated by this law. Thus, this law serves asa tool
to create a healthy and fair competition climate in
the Indonesian market, protect consumer interests,
and encourage sustainable economic growth.

In principle, the Competition Supervisory
Commission functionsas aninstitution that oversees
the implementation of the law, notas a law enforcer in
the criminal field such as the police, prosecutors, or
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judges who have the authority to force the presence of
suspects in court. Nevertheless, there is a growing
understanding of Article 36 of Law Number 5 Year
1999, which gives the KPPU the authority as an
investigator and prosecutor. This is often considered
as part of the area of criminal law, so that KPPU can
use this authority to seek and find the material truth
regarding whether business actors have violated the
law (Ramadhan, 2022).

Although the KPPU does not have the power to
enforce criminal laws directly, it still has an
important role in identifying and investigating
practices that violate competition laws. KPPU is
tasked with ensuring that businesses comply with
existing rules, and if violations are found, KPPU
may recommend appropriate action. Thus, KPPU
contributes to creating a healthy and fair
competition climate, although it does not have the
same law enforcement powers as other law
enforcement agencies (Paparang, 2019).

KPPU has the authority to conduct
examinations and provide decisions related to
violations that occur in business competition. Over
time, the existence of KPPU began to be respected
and respected by business actors, because this
institution plays an important role in maintaining
justice and integrity in the business world (Wahyudi
& Prakoso, 2021). KPPU also functions as a public
service provider, which aims to protect the interests
of the public and create a healthy competition
climate. As such, KPPU focuses on law enforcement,
and seeks to educate and inform the public about
the importance of fair and healthy business
competition. Therefore, KPPU is authorized to
enforce competition law, both against domestic and
foreign companies operating in Indonesia. This
authority becomes very important in ensuring that
the Indonesian market remains open, fair, and can
develop sustainably, without any business practices
that harm other parties (Ikhwansyah, 2010).

The jurisdiction of the Business Competition
Supervisory Commission (KPPU) in enforcing the
provisions of Law Number 5 Year 1999 is limited to
the territory of the Republic of Indonesia and is
aimed at business actors operating within it. Article
1 point 5 of the law explains that the object of
KPPU's supervision includes any individual or
business entity established and domiciled in
Indonesia, as well as those conducting business
activities in the jurisdiction of this country.
Although this provision provides a clear legal
framework for KPPU, some argue that the scope of
supervision is too narrow. This may hamper the
enforcement of competition law, especially against

16

business actors that operate abroad but have a
significant impact on the Indonesian economy. As
more and more business practices become
transnationalin nature, this challenge becomes even
more relevant.

In the ever-changing and dynamic business
reality, business activities in Indonesia are now
increasingly integrated with the global market. Free
trade and advances in digital technology allow
businesses from other countries to easily enter the
Indonesian market and influence competition within it
(Wahyuningtyas, 2016). Therefore, it is important for
existing laws and regulations to adapt to these
developments. KPPU needs to consider expanding its
jurisdiction to cover anticompetitive practices
committed by foreign business actors that impact
the domestic market. Thus, competition law
enforcement can be more effective and responsive to
the challenges faced in the era of globalization and
digitalization (Fitra, 2013). This will not only protect
the interests of local businesses, but also consumers
in Indonesia, and ensure that the market continues
to function in a fair and competitive manner.

Every state has the full power to exercise its
jurisdiction in its own territory, which includes all
individuals, objects, and legal events that occur within its
geographical boundaries. According to John O'Brien,
jurisdiction can be understood as the state's authority to
formulate laws, implement national legal provisions, and
enforce these laws through the existing judicial system
(Medvedieva, 2022). This reflects the basic principle of
state sovereignty, where every state has the right to
regulate and supervise all activities that take place within
its territory. Thus, jurisdiction becomes an important tool
for the state to maintain order, justice and public
interest in its society (Simma & Miiller, 2012).

There are exceptions to this principle, namely
extraterritorial jurisdiction, which allows a state to
exercise its jurisdiction outside of its territory. This
extraterritorial jurisdiction is often applied in
international law, where states can enforce their laws
against individuals or entities operating outside their
geographical boundaries, especially if such actions
impact the national interest or security of the state
(Voetelink, 2022). Examples of the application of
extraterritorial jurisdiction can be seen in cases related
to human rights violations, drug trafficking, or business
practices that harm consumers in other countries. Thus,
although jurisdiction is generally territorial, the
development of globalization and interdependence
between countries has encouraged the need for more
flexible legal mechanisms to deal with issues that cross
national borders, so that law enforcement can be carried
out more effectively and fairly (Borgne, 2022).
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Law enforcementis a process that aims to realize
the legal principles contained in regulations or laws,
with the main function of protecting human interests
(Jainah, 2012). Law enforcement must fulfill three
main elements: legal certainty, expediency, and
justice. Legal certainty ensures that every individual
and entity understands their rights and obligations,
while expediency emphasizes positive outcomes for
society (Evariani & Soponyono, 2013). Justice
ensures that the law is applied fairly and equitably
without discrimination. In economics, effective law
enforcement is essential to create a healthy and
sustainable business climate, where businesses can
operate fairly and consumers are protected from
harmful business practices (Le, 2022).

In the era of globalization and the development
of digital technology, the application of
extraterritorial jurisdiction is becoming increasingly
relevant and necessary. This is mainly due to
national interests related to cross-border business
and trade (Khodakivska, 2022). With the
convenience offered by digital technology and e-
commerce, businesses can easily enter other
countries' markets, including Indonesia (Pramesti &
Afriansyah, 2020). However, the presence of this
digital economy also brings new challenges, such as
the potential for anti-competitive practices and
unfair business competition that can be carried out
by foreign business actors (Dewi & Anisah, 2022).
The application of the extraterritorial principle in
law enforcement is important to overcome potential
violations committed by foreign business actors that
can affect the domestic market. Thus, law
enforcement thatis responsive and adaptive to these
global dynamics will help maintain market integrity
and protect national economic interests.

The application of the principle of
extraterritoriality in the formation of law in Indonesia
has been recognized and regulated in various laws
and regulations, one of which is Law Number 19 of
2016 concerning Amendments to Law Number 11 of
2008 concerning Electronic Information and
Transactions. Article 2 of this law clearly states that
the regulated legal provisions apply to every
individual who performs legal acts, both inside and
outside the jurisdiction of Indonesia, provided that
the act has legal consequences that harm the interests
of Indonesia. Thus, this law provides legitimacy for
the application of the extraterritorial principle, which
is particularly relevant in business and information
transactions that now often cross national borders.
This shows that Indonesia is committed to protecting
its national interests, even when businesses operate
abroad.
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Furthermore, the explanation of Article 2 of Law
No.19/2016 emphasizes that the reach of the law is
not limited to acts committed domestically or by
Indonesian citizens only, but also includes acts
committed by foreign citizens or foreign legal entities
outside thejurisdiction of Indonesia, as long as the act
has an impact on Indonesian law. This reflects an
awareness of the dynamics of globalization and the
development of information technology that allows
cross-border interactions. With this provision,
Indonesia can more effectively enforce the law against
harmful practices, such asonlinefraud, data breaches,
and unethical business activities committed by foreign
businesses. The application of the extraterritoriality
principlein thislawnot only strengthens Indonesia's
legal position in the international arena, but also
protects the economic and social interests of the
Indonesian people in an increasingly complex digital era.

The application of the extraterritorial principle in
relation to business interests does not only occur in
Indonesia, but also in other countries, including the
United States. One of the most significant examples is
the United States Antitrust Law, namely the Sherman
Act passed in 1890. This law stipulates that all forms of
conspiracies, agreements, and conspiracies aimed at
restricting business inthefield of trade, whether they
occur domestically or abroad, are considered
violations. Thus, the Sherman Act provides a legal
basis for the United States government to enforce
antitrust laws against practices that harm competition,
regardless of the geographic location of the business
actor. This demonstrates the US's commitment to
maintaining the integrity of its domestic market from
the negative effects that may arise from the actions of
foreign businesses (Knebel, 2017).

The United States alsoapplies the effects doctrine
in its antitrust legislation, which allows enforcement
against foreign businesses that impact the US market.
This doctrine has been applied in several cases,
including a case involving a Canadian company in
1945 (Mezias, 2000). In that case, Canadian companies
were held accountable for their pricing policies in the
US market, which were deemed to harm competition.
The US court ruled that extraterritorial jurisdiction
was applicable because the company's actions had a
direct effect on the US market. The application of the
effects doctrine confirms that states can take legal
action against foreign businesses operating outside of
their territory, provided that such actions have an
impact on national interests (Bright, 2015). Thus, the
application of the extraterritorial principle in antitrust
law in the United States is an important example for
other countries in regulating and protecting their
domestic markets from unfair business practices.
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Based on the previous explanation, there is an
urgent need to revise Law No. 5/1999 so that the
definition of business actors can be expanded to
include foreign business actors involved in anti-
competitive practices that impact the Indonesian
market. By expanding this definition, KPPU will have
greater authority to enforce the law against business
actors that operate abroad but have a significant
influence on the domestic economy. This is very
important given the dynamics of globalization and
technological developments that allow foreign
business actors to operate in the Indonesian market
without clear boundaries. Thus, the revision of this
law will not only strengthen the protection of
consumers and local businesses, but also create a fairer
and healthier competition climate.

The application of the extraterritorial principle in
anti-competitive law enforcement will be more
effective if supported by international cooperation,
both bilaterally and multilaterally. This cooperation is
very important, especially within ASEAN, where
member countries can share information, experiences,
and best practicesin anticompetitive law enforcement.
With this cooperation, countries in the region can
more easily identify and handle anticompetitive
practices involving cross-border business actors. The
rapid development of the business world requires
adjustments in legal arrangements to accommodate
new needs and challenges, as well as to safeguard
national interests. Thus, the revision of laws and
international cooperation will be a strategic step in
creating a fairer and more sustainable business
environment in Indonesia.

The main challenge faced by KPPU in enforcing
competitionlaw is the presence of foreign companies
operating in the Indonesian market. Multinational
companies often have great financial power and
operational capacity, which can influence the market
in an unbalanced way (Balgis, 2020). Although they do
not operate in Indonesia, their actions can still have
far-reaching impacts on domestic market competition.
Therefore, it is important for KPPU to have
extraterritorial authority that allows it to oversee and
crack down on anticompetitive practices committed by
foreign companies, evenif they do not directly operate
in the country (Hakim, 2022).

The regulation that serves as thelegal basis for the
application of KPPU's extraterritorial authority is
contained in Law No. 5 Year 1999 on the Prohibition of
Monopolistic Practices and Unfair Business
Competition. In this law, although it does not
explicitly mention extraterritorial authority, it refers to
an arrangement that allows KPPU to handle cases
related to business competition that occur in
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Indonesia, both by domestic and foreign business
actors. This provision provides KPPU with the basis to
investigate competitive practices committed by foreign
companies that haveinfluence or impact on markets in
Indonesia, even though they are not physically located
within thejurisdiction of Indonesia. Thus, KPPU can
enforce fair competition law without being hampered
by national boundaries (Paparang, 2019).

In its implementation, this extraterritorial
authority is also regulated by various other regulations
related to international cooperation in the field of
antitrust. One of them is the regulation governing
bilateral or multilateral agreements on competition
that require the countries involved to respect each
other's antitrust provisions. For example, Indonesia is
a party toseveral international agreements that have
relevance to the application of competition law,
including in the ASEAN forum and the World Trade
Organization (WTO). The application of KPPU's
extraterritorial authority must also be in line with
Indonesia's commitment to international laws
governing competition and consumer protection.

The challenge in the application of KPPU's
extraterritorial authority lies in the aspect of
supervision and law enforcement against foreign
companies. Most foreign companies operating in
Indonesia often have more complex structuresand are
not always transparent in conducting their business.
Therefore, KPPU is faced with difficulties in accessing
information and proving that their practices have a
negativeimpact on the Indonesian market (Karmono
etal., 2023). For example, cartel practices carried out
by multinational companies abroad can easily
influence the prices of products circulating in the
Indonesian market without any direct transactions in
the country. This makes KPPU's application of
competition law against foreign companies more
challenging, as it requires stronger evidence and more
efficient monitoring mechanismes.

The application of this extraterritorial authority
requires close cooperation between the KPPU and the
antitrustagency in the country of origin of the foreign
company. Without international cooperation, law
enforcement against foreign business actors who
violate competition law in Indonesia may be very
limited. Therefore, it is expected that there will be
more intensive coordination between KPPU and
similar institutions in major countries such as the
United States, the European Union, and Japan, where
large companies with potentially significant impacts
on the Indonesian market originate.

The implementation of KPPU's extraterritorial
authority also requires adjustments from the aspect of
domestic regulations that pay more attention to the
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characteristics of the business world that are
increasingly developing in the digital era. Currently,
many foreign companies operate in Indonesia through
digital platforms or marketplaces, which allow them to
reach a wider market without having to have a
physical office in Indonesia. In this case, supervision of
business competition practices by foreign companies
in cyberspace needs to be further considered by KPPU.
Regulations on business competitionin cyberspace are
not yet fullyregulated in the law, which makes it an
additional challenge in ensuring fair competition
practices for all business actors (Ikhwansyah, 2010).

Thus, it is important for KPPU to continue to
update and adapt existing policies and regulations to
be more flexible in facing the changing dynamics of an
increasingly open and integrated global market. This is
necessary so that KPPU can remain relevant in
enforcing business competitionlaw, against domestic
business actors, and foreign companies operating in
the Indonesian market (Ramadhan, 2022). Public
participation is also needed to raise awareness of the
importance of fair business competition and itsimpact
on economic welfare.

At a broader scope, the application of KPPU's
extraterritorial authority must also be based on basic
legal principles that uphold justice and balance
between protection of domestic market interests and
openness to foreign investment (Helnaz, 2021). Law
Number 5 Year 1999 on the Prohibition of
Monopolistic Practices and Unfair Business
Competition has an orientation that focuses on the
territorial principle. This can be seen from the
definition of "agreement" contained in Article 1 point
7, which states that an agreement is an action taken by
one or more business actors, either in writing or
unwritten. This territorial principle is also the basis
and purposeof the law in competition law, which is
rooted in domestic conditions and interests.

This principle is particularly important for
business actors, as the subject of the business actor
determines whether a law can be applied and the
extent to which the Business Competition Supervisory
Commission (KPPU) has the authority to handle cases
of unfair business competition practices. The
understanding of who is considered a business actor
greatly affects the application of thislaw (Balqis, 2020).
Therefore, this law is designed to protect the interests
of the domestic market and ensure that business
competition practices take place fairly and fairly in the
country. Thisextraterritorial authority should be seen
as part of Indonesia's efforts to optimize global
economic integration, where every business actor,
both domestic and foreign, is treated fairly in
accordance with existing regulations. As a developing
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country, Indonesia needs to ensure that the application
of competition law can provide greater benefits to the
economy, without compromising market stability
(Hutapea, 2018).

Understanding how competition is regulated in
other countries can provide useful lessons for
Indonesia in formulating more appropriate policies.
Some countries have successfully implemented this
extraterritorial authority in a way that can be used as
an example, especially in countries with globally
integrated economies. These lessons are important so
that Indonesia can avoid the same mistakes and create
more effective regulations to tackle competition
problems caused by foreign companies.

More appropriateregulations can also strengthen
investors' confidence in the Indonesian legal system,
which in turn can boost domestic economic growth.
Withouta clear regulation on KPPU's extraterritorial
authority, the potential for market injustice will be
greater, given the increasing number of foreign
companies entering the Indonesian market. Therefore,
strengthening this regulation is necessary so that
Indonesia can maintain a healthy competition climate
and prevent harmful anti-competitive practices.

Asan institution that has great responsibility in
regulating business competition, KPPU needs to
continue to adapt to the increasingly complex
dynamics of the global market. In the midst of the
rapid development of the digital economy and
globalization, the challenges faced by KPPU are
limited to the supervision of domestic companies, and
to business practices involving foreign companies.
Firmer policies and strengthened regulations are
needed that can provide legal certainty for all business
actors. More intensive efforts are also needed to build
coordination networks with competition supervisory
institutions in other countries, given the number of
multinational companies operating in various
markets simultaneously.

Strengthening the role of KPPUwill also have an
impact on the creation of a more openand fair market,
which favorscertain parties,and providesequal opportunities
for all business actors. If this can be realized, a healthy
investment climate can develop, attracting more
investment that will provide long-term benefits to the
Indonesian economy. Businesses that have complied
with the principles of fair competition will benefit in
the long run intheform of market stability and clear
legal protection. The public as consumers will also
benefit from quality products and fair prices.

The importance of active participation from the
public and business actorsin supporting the creation
of a healthy market cannot be ignored (Wizemann,
2015). Going forward, strengtheningawareness of the
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importance of fair competition principles must
continue to be promoted, both through education and
broader public campaigns (Scully et al., 2017). With a
joint commitment between the government,
regulatory agencies, and business actors, Indonesia
can create a more transparent, equitable market that
can compete at the global level without worrying
about harmful practices.

Toincrease the effectiveness of the Competition
Supervisory Commission in enforcing competition law
in Indonesia, several strategic steps can be taken. First,
strengthening international cooperation is very
important. KPPU can establish cooperation agreements
with antitrust agencies in other countries, especially
those with multinational companies operating in
Indonesia. Through this agreement, information
exchange and coordination of investigations can be
carried out, so that KPPU can be more effective in
handling anti-competitive practices involving foreign
business actors. KPPU's active participation in
international forums such as ASEAN, WTO, and
OECD will enable the agency to share best practices
and gain support in competition law enforcement.

Furthermore, the utilization of information
technology can also be a significant solution. KPPU
can develop a market monitoring system that utilizes
big data and analytics to monitor market activity in
real-time. With this system, KPPU can detect
suspicious patterns and potential violations earlier.
Building a digital platform that allows the public and
business actors to report suspected violations
anonymously and easily will increase public
participation in business competition supervision.

In terms of law enforcement, KPPU needs to
formulate more efficient and transparent investigation
procedures, including setting time limits for each stage
of the investigation. This will increase public
confidence in KPPU. Strengthening sanctions for
competitionlaw violatorsis also an important step to
provide a deterrent effect. KPPU can recommend
revisions tothelaw to clarify and strengthen sanctions
for serious violations.

In today's digital era, regulatory adjustments are
very important. KPPU needs to develop regulations
specifically governing competition practices in
digital platforms and marketplaces, given that many
foreign companies operate through these channels.
Adaptive policies to changing market dynamics,
including technological developments and new
business models, will ensure that regulations
remain relevant and effective.

Finally, periodic monitoring and evaluation
should also be conducted. KPPU needs to set clear
performance indicators to measure the effectiveness of
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law enforcement and the impact of the policies
implemented. Issuing a transparent annual report
on KPPU's activities, achievements, and challenges
will increase accountability and provide feedback
for improvement.

By implementing these strategic steps, KPPU can
increaseits effectiveness in enforcing competition law,
protecting the domestic market, and creating a healthy
and fair business climate. These measures will not
only strengthen KPPU's position as a watchdog
institution, but will also provide long-term benefits to
the Indonesian economy as a whole.

CONCLUSION

The application of the extraterritorial authority of
the Business Competition Supervisory Commission
(KPPU) in enforcing competition law against
foreign companies operating in the domestic market
is animportant step to maintain fair competition in
Indonesia. While existing regulations already
provide a foundation for KPPU to oversee
competitive practices by foreign business actors, the
main challenge lies in consistent implementation
and effective coordination with international
institutions. The success of competition law
enforcement depends on KPPU's ability to access
the necessary information, as well as to establish
more intensive cross-border cooperation, especially
in dealing with anti-competitive practices
committed by multinational companies.

The implication of the application of
extraterritorial authority concerns the protection of
the domestic market and supports a more
transparent and fair investment climate. The
existence of regulations that strengthen KPPU's
authority to enforce competition law against foreign
companies can increase investor confidence and
strengthen Indonesia's position in the global
economy. However, to realize this, it is necessary to
adjust regulations that are more responsive to the
development of digital markets and the opening of
the global economy, as well as stricter and more
effective supervision.

It is suggested that KPPU continue to increase
international cooperation, both with antitrust
agencies in major countries and through clearer
international agreements. In addition, it is
important for Indonesia to update and strengthen
its competition regulations, especially in light of the
growing dynamics of the digital market. The KPPU
must also strengthen its capacity to carry out
supervisory and law enforcement duties, as well as
increase education to the public and business actors
on the importance of fair business competition. A
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public that is aware of their rights can contribute to
reporting harmful practices, thus creating an
environment that is more conducive to fair
competition. Finally, regular evaluation and
monitoring of the effectiveness of the regulations
and policies implemented will ensure that KPPU
can adapt quickly to changing market dynamics and
new challenges that arise, so that Indonesia can

continue to strengthen its position in the

international arena.
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