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CHAPTER I 

INTRODUCTION 

1.1 Background 

Indonesia is currently experiencing a major increase in cashless 

transactions. According to the “G4S 2018 World Cash Report” more than 45% of 

all transactions in Indonesia have been completed without cash because the 

population is gradually opting for cashless payment instruments. 1  As an 

illustration, from 2012-2016, the usage of debit cards have increased by 84%, 

credit cards by 37.7% and electronic money by a major upsurge of 578.9%.2 

While in 2018, there were 6.4 billion debit card transactions worth up to Rp.6, 

927, 3 trillion (equivalent to USD 485.79 billion).3  

 According to Bank Indonesia regulation No. 14/2/PBI/2012 regarding the 

amendments to Bank Indonesia regulation No. 11/11/PBI/2009 regarding 

Implementation of Card Based Payment Instruments (“CBI Regulation”), 

cashless transactions mainly involve 5 (five) parties (unlike cash transactions that 

only involve the buyer and the seller). The first party is the customer, who pays to 

obtain a good or service using a cashless payment instrument (e.g. debit card or 

credit card). Secondly, the merchant is the seller of a good or service that accepts 

cashless payments.4 Thirdly, the acquirer is a bank or non-bank that cooperates 

																																																																				

1 G4S Cash Solutions, “World Cash Report 2018” p. 148. G4S is a British multinational company 
that has been recording relevant data on global cash and non-cash payments for the past five years. 
2 G4S Cash Solutions, “World Cash Report 2018” p. 148 
3 “Mastercard, Indonesia's Artajasa to Collaborate on Payment Gateway.” Reuters, Thomson 
Reuters, 15 Aug. 2019, www.reuters.com/article/us-indonesia-payment/mastercard-indonesias-
artajasa-to-collaborate-on-payment-gateway-idUSKCN1V5115, Accessed 12 September 2019 
4 Art. 1.11 CBI Regulation 
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with the merchant, so that cashless payment instruments can be accepted (e.g. the 

acquirer provides the EDC in the merchant’s store).5 Fourthly, the issuer is a bank 

or non-bank that issues the customer’s payment instrument.6 Lastly, both issuers 

and acquirers are members of at least one principal. These principals are able to 

process payments between its members using their self-provided network.7 The 

image below shows how all the parties cooperate to process electronic payments 

through 6 (six) steps. 

 

 

 

 
 
 
 
 
 
 

IMAGE 1.1 “How the Payment Process Works”8 

 
 Firstly, the customer purchases a good or service using a payment 

instrument bearing the logo of a principal (e.g. Mastercard). Secondly, the 

																																																																				

5 Art. 1.10 CBI Regulation 
6 Art. 1.9 CBI Regulation  
7 Art. 1.8 CBI Regulation 
8 Bagaimana Proses Pembayaran Bekerja." Bagaimana Pemrosesan Pembayaran Kartu Kredit Atau 
Debit Bekerja | Pemrosesan Pembayaran Pedagang. Accessed April 24, 2019. 
https://www.mastercard.co.id/id-id/merchants/start-accepting/payment-process.html., Accessed 12 
September 2019 
S. Subari, Ascaraya. Kebijakan Sistem Pembayaran di Indonesia, (Pusat Pendidikan Dan Studi 
Kebanksentralan (PPSK) Bank Indonesia, 2017), p. 5 
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merchant forwards the transaction data to its acquirer. Thirdly, the acquirer 

requests the principal to forward the transaction to the issuer for authorization. 

Notably, this is the same principal that has its logo on the customer’s payment 

instrument. Fourthly, the principal uses its network to forward the transaction to 

the issuer for authorization. Fifthly, the issuer authorizes the transaction. Sixthly, 

the issuer delivers the payment details to the acquirer who will then deposit the 

payment to the merchant’s account. At the same time, the issuer bills the 

customer.9  

 It is important to understand that successful cashless transactions rely on a 

principal that owns a steady network. In Indonesia, there are 4 (four) reputable 

payment network principals. They are, MasterCard, Visa, China Union Pay 

(“CUP”) and Japan Credit Bureau. However, the four foreign principals along 

with their respective networks are not based in Indonesia. As of 2017, foreign 

principals control 80% of all debit card transactions.10 While 20% of debit card 

transactions are processed by local principals. Thus, the majority of our domestic 

transactions are not processed within our country and the rise in cashless 

transaction increases our dependency on foreign principals. Hence, Bank 

Indonesia views that our current payment-processing scheme is inefficient 

because domestic transactions are still processed abroad. Moreover, Bank 

																																																																				

9 Bagaimana Proses Pembayaran Bekerja." Bagaimana Pemrosesan Pembayaran Kartu Kredit Atau 
Debit Bekerja | Pemrosesan Pembayaran Pedagang. Accessed April 24, 2019. 
https://www.mastercard.co.id/id-id/merchants/start-accepting/payment-process.html. 
10 Nababan, Christine Novita. "Logo Garuda Mejeng, Visa Dan Mastercard Bisa Hilang Rp224 
M." Ekonomi. December 06, 2017. Accessed April 24, 2019. 
https://www.cnnindonesia.com/ekonomi/20171206093637-78-260424/logo-garuda-mejeng-visa-
dan-mastercard-bisa-hilang-rp224-m. Accessed 25 April 2019 
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Indonesia believes that this is unsafe because the personal data in transactions are 

exposed to foreign parties.11  

 Consequently, Indonesia must be able to guarantee the safety and 

efficiency of using local and foreign payment networks. In order to do so, Bank 

Indonesia issued Bank Indonesia Regulation No. 19/8/PBI/2017 regarding The 

National Payment Gateway (“NPG Regulation”). 12  The National Payment 

Gateway (“NPG”) is defined as a system that consists of standards, switching, 

and services that is built upon a set of rules and mechanism to integrate various 

payment instruments and channels nationally.13 In its 2017 press release, Bank 

Indonesia points out three purposes of the NPG. First, the interconnected NPG 

will establish a payment system environment that is interoperable and able to 

process transactions that include domestic authorization, clearing and settlement. 

Second, NPG aims to improve customer protection, among others, by protecting 

customer transaction data in every transaction. Third, it ensures the availability 

and integrity of NPG transaction data to support the effectiveness of monetary 

policy transmission, intermediation efficiency and financial system resilience.14 In 

addition, Bank Indonesia hopes that the implementation of the NPG will 

																																																																				

11 General Elucidation of NPG Regulation 
12 Ikatan Bankir Indonesia. Menguasai fungsi kepatuhan bank, (Gramedia Pustaka Utama, 2017), 
p. 102 
13 Art. 1.1 of NPG Regulation 
14 "Siaran Pers." Bank Indonesia Meluncurkan Gerbang Pembayaran Nasional - Bank Sentral 
Republik Indonesia. Accessed April 24, 2019. https://www.bi.go.id/id/ruang-media/siaran-
pers/Pages/sp_199071.aspx. 
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restructure the current bilateral connection between principals into a single 

centralized network.15 

 Despite the effort to improve the efficiency and security of payments 

networks, the NPG Regulation possesses a number of controversial provisions. 

One of the provisions is that all domestic transactions must be processed through 

the NPG.16As a result foreign principals will not be able to process transactions 

using their own foreign networks. If they intend to continue processing 

transactions they only have 2 (two) options. First, Foreign principals must connect 

their network to the NPG by becoming a member of at least 2 (two) NPG 

switching institutions.17   Alternatively, they must become a NPG switching 

institution. To become a NPG switching institution, foreign principals must obtain 

prior approval from Bank Indonesia.18 Moreover, a NPG switching institution 

must have its own network based in Indonesia that is interoperable and 

interconnected with the NPG.19 On top of that, there must be only 20% foreign 

ownership (directly and indirectly) in a NPG switching institution.20 

 Once the foreign principal becomes an NPG Switching Institution, is it 

obligated to place the NPG logo on all of its payments instruments (e.g. ATM, 

issued cards, EDC). 21  In addition, they must be able to accept payment 

																																																																				

15 "Siaran Pers." Bank Indonesia Meluncurkan Gerbang Pembayaran Nasional - Bank Sentral 
Republik Indonesia. Accessed April 24, 2019. https://www.bi.go.id/id/ruang-media/siaran-
pers/Pages/sp_199071.aspx. 
16 Art. 28(1) of NPG Regulation 
17 Art. 25(1) of NPG Regulation 
18 Art. 12(1) of NPG Regulation 
19 Art. 12(2) para. B NPG Regulation 
20 Art. 12(2) para. C NPG Regulation 
21 Art. 30(2) of NPG Regulation 
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instruments bearing the NPG logo.22 This means that payment instruments issued 

by foreign principals in Indonesia must be able to accept other payment 

instruments that bear the logo. 

 These requirements set forth by the NPG may produce unfavorable 

conditions for foreign principals to compete with NPG Switching Institutions. As 

a result, the NPG may violate Indonesia’s international obligations. This is 

because Indonesia is obligated to protect foreign principals pursuant to the World 

Trade Organization (“WTO”) General Agreement of Trade in Services 

(“GATS”) National Treatment Principle.  

The applicability of the National Treatment principle under the WTO 

GATS and General Agreement on Tariffs and Trade (“GATT”) should be 

distinguished from each other. Under WTO GATT, National Treatment applies to 

all goods. Contrarily, National Treatment in WTO GATS applies only to certain 

sectors that have been opened for trade in services under a Member’s Schedule 

(“Schedule”).23  

If the NPG is indeed discriminative towards foreign principals, it will not 

be the first national payment system to be filed under the WTO Dispute 

Settlement. In 2012, China Union Pay (“CUP”) was found to violate its GATS 

National Treatment commitments towards foreign electronic payment services.24 

One of the reasons is that China obligated all terminal equipment to be capable of 

																																																																				

22 Art. 30(3) of NPG Regulation 
23 Article XVII.1 WTO GATS 
24 China – Electronic Payment Services  
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accepting all payment instruments bearing the CUP logo.25 As a result, China 

faced several sanctions from the WTO and Indonesia’s NPG could possibly 

follow. 

 

1.2. Formulation of Issues 

1. Whether or not Payment Networks are banking services inscribed under 

Mode of Supply 1 of Subheading Commercial Banking Business, 

Subsector (iii) of Indonesia’s Schedule of Specific Commitments? 

2. Whether or not the National Payment Gateway Regulation violates Article 

XVII of the General Agreement on Trade in Services? 

 

1.3. Research purpose 

The purpose of conducting a legal study is to solve legal problems, make 

legal discoveries and carry out legal developments for the future. In the context of 

this study, it will analyze whether or not Indonesia is committed to provide fair 

market conditions for foreign principals. If so, this study will verify Indonesia’s 

National Payment Gateway compliance with WTO GATS National Treatment 

Principle. Next, this study will influence future legal developments of the NPG. 

Hopefully, this study will make legislators become more aware of the changes or 

additions needed in order to comply with Indonesia’s WTO obligations and 

protect the interest of domestic and foreign principals. This study will be useful 

																																																																				

25 China – Electronic Payment Services 
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for readers and scholars in interpreting and understanding the legal regime 

revolving around the NPG, Indonesia’s WTO commitments and the National 

Treatment principle.  

 

1.4. Research Benefit 

1.4.1. Theoretical 

The results of this study shall provide applicable knowledge for the 

development of legal science particularly in the financial services sector. 

Likewise, the Indonesian National Payment Gateway is imperative to the 

development of the financial sector because all domestic transactions have to be 

processed through the NPG. Thus, this study will help society understand the 

theoretical foundations of the National Payment Gateway as well as its legal 

implementation. Next, society can benefit from the explanation of the theories 

regarding WTO’s GATS National Treatment principle as well as Indonesia’s 

WTO commitments. Having knowledge over these theories will hopefully render 

better rules and regulations that protect foreign and domestic interest.  

 

1.4.2. Practical 

The results of this study are expected to add knowledge regarding the 

operation of the Indonesian NPG working in compliance with the National 

Treatment principle. This study will demonstrate the implementation of the NPG 

rule and its impact towards relevant principals, customers and institutions. On top 

of that, it will analyze any compliance issues that the NPG regulation might have 
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against the National Treatment principle. This study will show the impact of being 

a member to the WTO and how the Indonesian NPG regulation can be exposed to 

possible reports from other members of the WTO. If that happens, this study will 

hopefully give possible arguments for the Indonesian counsels to prevent WTO 

sanctions and amendments if needed.  

 

1.5. Framework of Writing 

This study comprises of 5 (five) chapters, where each chapter will collectively 

discuss the Indonesian National Payment Gateway’s compliance with WTO 

GATS National Treatment principle. 

1. Chapter I (Introduction): The study is introduced with a background on the 

factors leading to the emergence of the Indonesian National Payment 

Gateway. Next, a brief overview of the NPG regulation is given by 

highlighting key provisions. Lastly, the background explains the overall 

issue of the Indonesian NPG’s compliance with the WTO GATS National 

Treatment principle. After the background is concluded, this chapter 

outlines two formulation of issue for the purpose of carrying out the study 

of the formulated topic. Included in this chapter is also the purpose and 

benefit of this research as well as this study’s framework of writing. 

2. Chapter II (Literature Review): This chapter will be divided into two parts. 

The first part will explain the relevant theories that will be used to solve 

the legal problem. One the other hand, the second section will explain the 

relevant concepts.  
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3. Chapter III (Research Method): This chapter will illustrate the research 

method through 5 sections: type of research, types of data, how to obtain 

data, research approach, and data analysis. 

4. Chapter IV (Analysis): In the analysis chapter, the formulation of issues 

will be analyzed by using all of the theories and concepts that have been 

gathered using this paper’s research method. 

5. Chapter V (Conclusion and Recommendation): this chapter will conclude 

the study and give recommendations for the development of the 

Indonesian National Payment Gateway and the WTO in regulating other 

payment gateways. 

 

 

 

 

 

 

 

 

 

 


