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CHAPTER I 

INTRODUCTION 

 

1.1 Background 

The rapid development of technology undeniably has become a part of 

civilization.
1

Humans continue to create new innovations to facilitate life.
2
 

Throughout times, discoveries and innovations made by human never stops.
3
 

Internet discovery is one of the world's most innovative inventions. Boundaries 

that are made by the continent and seas now have a bridge and that bridge is 

internet. The internet facilitates humanity in the field of communication, as well 

as in economics. The internet changes how people conducting economic activities 

including commerce. With the internet, the world seems borderless.
4 

Nowadays, the development of technology in Indonesia, especially in the 

field of internet, has been applied to some daily life activities. Some examples are 

online shopping, admission to college via online, CPNS (Calon Pegawai Negeri 

Sipil) online registration and many others. The development of the internet has 

spread to remote corners of the suburbs with the presence of several internet 

cafes.
5
 From the above survey, it can be seen that in Indonesia, online shopping is 

developing well among young people, as well as adults. Supported by the 

existence of smartphones, online buying and selling transactions can be done very 

                                                 
1
 Mega E.R., Dian. 2016. “Perlindungan Hukum e-commerce”.Pramuka Grafika. Jakarta. p.28 

2
 Ibid. 

3
 Ibid. 

4 Ibid.p.30 
5 Ibid. 



 

2 

easily at any time.
6
 In Indonesia, e-commerce is also becoming a trend.

7
 Many e-

commerce sites have become a go-to shopping web in Indonesia 

community.
8
Almost the majority of Indonesians already using e-commerce as a 

medium of buying and selling. The people are familiar with the e-commerce sites 

locally created by Indonesians such as Tokopedia.com, elevania.com and much 

more. It is undeniable that the existence of e-commerce platforms is very 

beneficial both for business actors or even the customers themselves. 
9 

Before the invention of electronic commerce, when people are going to do 

an economy transaction or also known as buying and selling, they must go to the 

seller‟s place or a conventional store, nevertheless with the electronic trade, it will 

be easier for people to do transactions. This electronic commerce has a lot of 

influence on trading activities, in addition to facilitate the manufacturer in 

distributing their products, also to facilitate consumers in communicating with 

producers, although not everyone can operate it. 
10

 This online shopping system 

also encourages the development of online transaction system in Indonesia. Since 

online shopping boomed in 2012, credit card users in Indonesia have increased by 

11 percent until 2014 alone.
11

 Although still relatively low, this figure is quite 

high considering almost 60% of Indonesian consumers do not trust the credit card 
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payment system in 2013.
12

 One of the principles in economics is to make the most 

profit. Sometimes, it does not escape the fact that the business actor ignores his or 

her responsibility as a seller and harms his customers in order to gain most 

profit.
13

 Therefore, the role of law is needed here. Wherever we are, there must be 

rules or laws that apply in the area. Thus, the law is a system created by human 

beings that are useful for limiting human behavior, therefore their behavior is 

more controllable and accountable. Plato defines the law in his book entitled the 

republic as the ordered and ordered rules that govern society.
14 

Legally speaking, in conventional or non-digital commerce, consumer 

protection is mainly governed by Law No. 8 Year 1999 concerning Consumer 

Protection (Consumer Protection Law). However, with the development of 

technology and internet, there are issues that the Consumer Protection Law No.8 

Year 1999 can‟t cover. For instance, there is a difference regarding jurisdiction of 

the law. In Consumer Protection Law No. 8 Year 1999 Article 1 point 3, the law 

regulates the scope of seller that is only within the Indonesia region. In 

comparison, Article 2 of Information and Electronic Transaction Law No. 11 Year 

2008 (ITE Law), mentioned that the law shall apply to any person to take legal 

acts as governed by this Law, both within and outside jurisdiction of Indonesia, 

which has legal effect within jurisdiction of Indonesia and/or outside jurisdiction 

of Indonesia and harmful to the interest of Indonesia. Therefore, it can be seen 
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that since e-commerce transaction has a wider jurisdiction compared to 

conventional commerce then this difference is one of the reason of why the 

Information and Electronic Transaction enacted. Rules and regulations that are 

stated in the Consumer Protection Law can be applied in both electronic 

transaction and conventional transaction as the law covers in details the basics of 

consumer and seller such as: definitions, rights, obligations and things that are 

prohibited which can be applied as well in e-commerce transaction. In the ITE 

Law, there are several forms of consumer protection such as: prohibited acts, 

electronic signatures, dispute resolutions, certifications, electronic information 

and document as a legitimate legal evidence. Therefore, it can be concluded that 

both laws are complementing each other as the basic regulations regarding seller 

and consumer. 

 Nevertheless, the main legal issue for consumer protection in e-commerce 

today is there are still no clear dispute settlement mechanism for e-commerce 

consumers in Indonesia stipulates in ITE Law. As mentioned in Article 39 of ITE 

Law, that “Civil lawsuit shall be instituted in accordance with provisions of 

Rules”. In addition to the settlement of a civil suit as such referred to in paragraph 

(1), the parties may settle dispute through arbitration or settlement institution 

alternative dispute in accordance with the provisions legislation.” Article 39 of 

ITE Law means that e-commerce transaction do not have their own settlement 

institution that is regulated in ITE Law. While, in the Consumer Protection Law, 

there is a Consumer Dispute Settlement Agency known as Badan Penyelesaian 

Sengketa Konsumen (BPSK) provided by the Government, whereas consumers 
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may go there to complaint and file their case.
15

 Moreover if the value of loss that 

consumer facing is not that big, it is too complicated to go through a court 

process.
16

 In addition, there is still no clear regulation regarding certification of 

sellers in Indonesia and it causes seller‟s confusion on where and how to apply 

their certification. Furthermore, as stipulated in Article 10 (1) of ITE Law, that 

“any business actor who conducts Electronic Transactions may be certified by 

reliable certification institutes. This shows that business actors are not obligated 

and compulsory to file a certificate, whilst in Article 40 of ITE Law provides that 

the Indonesian Government has the obligation to protect the right of the 

customers, thus contradicts with the uncertainty Article 10 of ITE Law showed by 

using the word “may be certified”.  

In general, both laws explained in detail what are the rights and 

obligations of business actors and consumers. The Consumer Protection Law aims 

it is necessary to have sets of laws to establish a balanced protection towards both 

consumers and sellers, for a healthy economic environment. Moreover in Article 

3 point e and f of Consumer Protection Law, it stipulates that consumer aims to 

nurture the consciousness of business actors regarding the significance of 

consumers' protection so that an honest and responsible attitude in doing business 

shall be fostered and raising the quality of goods and/or services which shall 
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guarantee the sustainability of the production of goods and/or services and 

consumers' health, comfort, security and safety.
17 

In conducting e-commerce transaction, consumer‟s position is weaker 

compared to seller as seller holds all the information regarding the goods/service 

and consumer‟s information regarding the goods are very limited to what is 

displayed by the seller.
18

 Therefore the tendency for seller to harm consumer is 

very high as it is very easy for the seller to conduct such thing.
19

 According to 

Janus Sidabalok, there are at least four types of business acts that can harm 

consumers. The first method is to increase the prices of the goods. This can 

happen if the business actor monopolizes a product. The second method is to 

lower the quality of the product. As written earlier in this thesis, the economic 

principle is to seek the maximum profit. Therefore, to reduce the production costs, 

business actors may reduce product quality. Sometimes this also can happen to 

business actors who monopolize the product. The third method is dumping 

method that decreases the selling price of the product up to the price below the 

cost of production so that the selling price abroad is cheaper than in the country. 

This is done to mutually impose fellow business actors. The last is to imitate 

products that are branded and luxurious goods. Business actors market and sell 

the goods as if the product is authentic. This act may harm the original business 

actor of the brand, as it could cause lots of financial loss, and many other losses, 
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and also this would harm consumers because the quality of the product in 

production is definitely different from the original ones. 
20 

Based on the reasons above, the study examines legal framework of 

consumer protection in e-commerce in order to understand the legal protection for 

consumers especially the dispute settlement mechanisms.
21

 It is very possible for 

business actor to exploit on their consumers due to the economic factors of 

obtaining the highest possible profit. The tendency of business actors to exploit 

this makes the position of business actors and consumers become unbalanced and 

put the consumer in a weak position. 
22

 This theory is known as Asymmetric 

Information Theory. The theory may give explanation on the economic reason on 

classic issue between seller and buyer. Asymmetric Information is a condition that 

occurs when two transacting parties do not have the same relevant information. 

For instance, buyers who had less knowledge regarding the quality of products 

from sellers.
23

 Definition of Asymmetric Information according to Jensen and 

Meckling, adds that when two parties (seller and buyer) are parties who try to 

maximize their utility, then there‟s a strong reason to believe that the seller is not 

always act the best for the buyer‟s interest. 
24

 Although consumer protection laws 

are intended for consumers, yet this does not mean that the law aims to hinder 
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businesses for the sellers. With the presence of this law, business actors are 

expected to become more motivated to improve their competitiveness in the 

interest of consumers.
25

  

Based on the explanation above, the Author decided to conduct a research 

with the following title “Legal Review on Dispute Settlement Mechanism and 

Reliability Certificate in E-Commerce Transaction In Indonesia On Fulfilling The 

Objective of Law No. 8 Year 1999 Concerning Consumer Protection”.  

 

1.2 Formulation of the Issues 

Pursuant to the above discussion, the issues that will be analyzed in this 

thesis are: 

1. What are the applicable dispute settlement mechanisms for consumers in e-

commerce under the current legal framework?  

2. How the Reliability Certificate regulation in an e-commerce transaction does 

encourage to fulfill the purpose of Law No. 08/1999?  

 

1.3 Objective of Research  

The objectives of this research is to: 

1. Comprehend and analyze hindrances and efforts to overcome consumer 

protection in e-commerce transaction 

2. Comprehend and analyze better dispute settlement mechanism for consumers 
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1.4 Benefits of Research 

There are two types of benefits that author hopes to achieve from this 

research, both from an academic as well as a practical point of view as follows: 

1.4.1 Academic Facets 

Academically, the research benefits of this thesis is to broaden author‟s 

legal knowledge of the correlation between Consumer protection and E-commerce 

transactions and to perform a critical attitude towards laws and rules in Indonesia. 

1.4.2 Practical Facets 

Practically, benefits of this research is for the readers to be able to gain 

information and knowledge from this thesis as well as consideration for further 

research for the academic purpose related to consumer protection, and able to 

contribute thoughts about e-commerce to the perpetrators of economic 

transactions in Indonesia to avoid themselves from misusing business actor‟s 

obligations and rights. 

 

1.5 Structure of Research 

In order to simplify the topic to be clear for both laymen and legal 

practitioners whilst simultaneously maintaining a thorough assessment of the 

topic, this thesis comprised of five chapters. The chapters and their respective 

discussion are as follows:  

CHAPTER I: INTRODUCTION 

This chapter contains background problems, problem formulation, research 

objectives, research benefits and systematic research. 
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CHAPTER II: LITERATURE REVIEW 

In this chapter, the authors divide the literature review into two sub-categories: 

the theoretical framework and the conceptual framework drawn from the 

provisions of the Consumer Protection Law and the ITE Law underlying this 

research. 

CHAPTER III: RESEARCH METHODS 

In this chapter of the research method, the discussion relates to the following 

points of research consisting of primary law, secondary law, and tertiary law, then 

technique and data analysis that can be used for research based on the topics that 

the authors discuss in the thesis. 

CHAPTER IV: DISCUSSION AND ANALYSIS 

Described the study of Consumer Protection in e-commerce Transactions in 

Indonesia. 

CHAPTER V:  CONCLUSION AND SUGGESTIONS 

In the last chapter of this thesis writing, contains the conclusions of the research 

results that have been discussed starting from CHAPTER I to Chapter IV and 

suggestions from the author. 
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