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Predatory pricing; e-commerce; The increasing use of digital in society has encouraged digital
business competition. transactions on many e-commerce platforms. This opens up great
opportunities for digital entrepreneurs, but on the other hand, the
increase in online shopping can also pose a serious threat to local
entrepreneurs. Predatory pricing practices, which are often
implemented by large companies with the aim of dominating the
market, are one of the most obvious threats. This study aims to
analyze the impact of predatory pricing practices on competition in
the e-commerce market in Indonesia and to examine existing
regulations in overcoming these practices. The method used in this
study is normative juridical with a literature study approach, which
examines laws and regulations, related policies, and relevant
literature. The results of the study indicate that predatory pricing
practices can disrupt market competition by harming consumers in
the long term even though they can provide lower prices initially.
Although regulations such as Law Number 5 of 1999 concerning the
Prohibition of Monopolistic Practices and Unfair Business
Competition already exist, the implementation of supervision of
predatory pricing practices in the e-commerce sector is still limited
and requires adjustments to technological developments.
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A. Introduction

The development of the era in this world is increasingly rapid, the internet is now
one thing that is very easy to access by the wider community, from teenagers, adults to
the elderly. Many sophisticated sites and applications are found when using the internet,
one of which is that they can do e-commerce or online shopping. Digital transformation
also occurs in the digital-based commercial activity system through the provision of
e-commerce platform services that have grown since the emergence of the Covid-19
pandemic. Occurring in early 2020, the outbreak of Covid-19 cases in Indonesia, one of
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which was affected by Covid-19, led to the emergence of large-scale social restrictions in
order to accelerate the handling of Coronavirus Disease 2019 (Aprilia et al., 2021).

With the availability of online shopping or e-commerce platforms, the general
public prefers to shop online rather than shop directly at shops, markets or shopping
centers. In Indonesia, e-commerce platforms are experiencing rapid growth, widely
accessed and used as a place to buy and sell goods that are widely used to meet the
needs of the wider community. The services provided digitally provide convenience.
According to Iprice Insights, the presence of Shopee and Tokopedia shows evidence of
increasing visitors to the level of popularity on e-commerce platforms, this data was last
analyzed in February 2025.

Bank Indonesia noted that digital economic and financial transactions in terms of
e-commerce are still experiencing significant and increasingly high growth. It is
recorded that the value of e-commerce transactions in 2023 will reach IDR 454 trillion,
reflecting the enormous potential of this sector in the digital economy. E-commerce not
only provides social innovation through online services, but also opens up great
opportunities for small and medium enterprises (SMEs) to access wider markets,
accelerate digital transformation in various business sectors, and encourage more
equitable economic inclusion in Indonesia (Irawati, 2024).

According to Prof. Kasali, a professor at the Faculty of Economics, University of
Indonesia, he emphasized that e-commerce in Indonesia is growing rapidly due to major
changes in people's consumption patterns. He said that Indonesia, as a country with a
large young population and digitally connected, is a very potential market for
e-commerce. According to him, the tendency of consumers to seek convenience and
more competitive prices encourages more people to shop online, which in turn
accelerates the transformation of the digital economy in Indonesia. On the other hand,
there is a potential problem related to the practice of selling at a loss or what is known
as predatory pricing in the e-commerce system (Nisa, 2017).

Predatory Pricing can be interpreted as an action taken by a company to
eliminate competitors of other companies by setting prices below production costs. In
the concept of economics, loss-making refers to a situation where business entities set
selling prices in terms of goods or services produced lower than the general market
price or average total cost (Average Total Cost). Judging from Article 20 of Law No. 5 of
1999 concerning the Prohibition of Monopolistic Practices and Unfair Business
Competition, predatory pricing practices are prohibited because they can damage
business competition and benefit dominant business actors in the long term, which in
turn harms consumers and the market as a whole (Rahmatia, 2024).

INDEF researcher, Nailul Huda, stated that the Indonesian domestic market has
great potential for business actors to market their products through e-commerce
(Darmawan et al., 2022). However, the practice of selling imported goods through
e-commerce at prices much cheaper than domestic products can certainly cause losses
for local MSMEs. In a short period of time, the practice of predatory pricing or selling at
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a loss can provide benefits to consumers. However, by eliminating competitors from the
market and preventing the entry of new business competitors, dominant business
entities hope to increase target prices drastically. Pricing aimed at covering loss-making
results often functions as a monopoly price, which ultimately harms consumers. This
much cheaper pricing approach is called a limit pricing strategy, used by dominant
business entities to maintain their position by drastically lowering prices (Wijaksana,
2023).

Predatory pricing practices that aim to eliminate or hinder competitors' efforts in
the market, in business competition, this action is carried out by business entities that
have market dominance by setting prices that economically cause losses over a fairly
long period of time. This action causes competitors to be eliminated from the market
and prevents other business entities from entering the market. Predatory pricing is
prohibited not because of the very low price setting on the products sold, but because in
the future business actors tend to reduce the supply of goods and increase prices
(Sheyam, 1998). This practice can also create market injustice, where large business
actors use short-term losses to destroy business competitors, which ultimately reduces
product diversity and innovation that arises from healthy competition.

Starting from the existing background, the author formulates 2 (two) problem
formulations, namely how can predatory pricing practices affect competition in the
e-commerce market in Indonesia? And how are the regulatory arrangements in
Indonesia in supervising and controlling predatory pricing practices in the e-commerce
sector? With these problem formulations, it aims to provide readers with a deep
understanding of the influence of predatory pricing practices on business competition
in the Indonesian e-commerce sector, as well as to critically examine the extent to which
regulatory arrangements in Indonesia can supervise and control predatory pricing
practices in the e-commerce sector.

. Method

In this study, the approach used is normative juridical, namely an approach that
emphasizes the study of applicable laws and legal doctrines. This approach is applied to
study and analyze regulations related to business competition and consumer protection
within the scope of predatory pricing practices in Indonesia. This study uses a literature
study data collection technique. This means that data is collected by reviewing various
sources such as laws and regulations, legal literature, academic journals, and relevant
previous research results. Furthermore, the data is analyzed to determine how existing
regulations regulate predatory pricing practices and their impact on business
competition and consumer protection effectively.

Result & Discussion

1. The Influence of Predatory Pricing in E-commerce Market Competition in
Indonesia
Predatory pricing or loss-making practices are strategies in which a company
sets prices below the general market target, often below the average cost of production,
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with the aim of harming competitors and dominating the market. Basically, predatory
pricing is used to destroy small or new competitors by offering prices that cannot be
matched in the short term. After competitors leave the market or are forced to lower
product quality, companies that practice this strategy will then increase prices again
after their market position is stable (Nazhari et al., 2023).

Viewed from the perspective of business competition law, predatory pricing
practices are regulated in Article 20 of Law No. 5/1999, stating that "Business actors are
prohibited from supplying goods and/or services by selling at a loss or setting very low
prices with the aim of eliminating or harming competitors in the market, which can lead
to monopolies and/or unfair business competition”. Predatory pricing occurs when
business actors who dominate the market maintain prices below the average target and
cause losses to commercial activities in a certain period of time, with the aim of
preventing other economic actors from entering the market. Although it can be
profitable in the short term for the companies that implement it, predatory pricing often
causes long-term losses for the industry as a whole (Puruhito, 2023).

For consumers, predatory pricing can provide benefits in the form of lower
prices initially, but often at a hidden cost, such as a decrease in the quality of service or
products. Companies that use this strategy may sacrifice quality to keep costs low, which
ultimately impacts consumer satisfaction. Additionally, once competitors exit the
market, prices can increase drastically, and consumers no longer have many options.
Therefore, although predatory pricing offers temporary low prices, its impact on
consumers in the long run tends to be negative (Naben, 2023).

Predatory pricing practices implemented by large platforms in the e-commerce
industry often have a significant impact on the overall business ecosystem. Flash sale
practices often show signs of predatory pricing. Massive discounts of up to 80% of
market prices can indicate unhealthy business competition. Many e-commerce
companies implement this strategy to attract consumers, but this can cause losses to
small businesses that are unable to compete with suppressed prices. According to
e-commerce observer Ignatius Untung, small players are forced to follow the footsteps
of large players in pricing, which leads to an unhealthy "price war” (Bestari 2021).

This dependence on large platforms also reduces the flexibility of MSMEs in
determining their pricing and marketing strategies. For example, platforms such as
Tokopedia or Shopee often charge high commission fees for each transaction, further
reducing already thin profit margins. In some cases, large platforms can even change
policies or algorithms that affect the visibility of MSME products without consultation,
thus exacerbating their business uncertainty. The inability to compete with the prices
offered by large platforms often leads to a decline in the quality of products or services,
which ultimately harms the reputation of the MSME itself. In the long term, this practice
can force many small business actors to exit the market or even go out of business,
which ultimately reduces product diversity and choices for consumers (Fajar et al,
2022).

Furthermore, predatory pricing can be detrimental to innovation and long-term
business sustainability, as this strategy focuses more on lowering costs and destroying
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competitors than on improving product or service quality. Companies that continue to
apply low prices will focus on maintaining price dominance, rather than investing in
research and development. As a result, innovation is hampered, and surviving
companies may not have the incentive to grow. Business sustainability is also threatened
because the business model is based on unrealistic and long-term detrimental prices
(Alamsah, et al., 2024).

Overall, the influence of predatory pricing in the e-commerce market
competition in Indonesia shows that although there are short-term benefits for
consumers, the long-term impact can be detrimental to the market as a whole.
Therefore, collaboration between the government, business actors, and consumers is
very important to create a healthy and sustainable market.

2. Regulatory Arrangements in Indonesia in Supervising and Controlling
Predatory Pricing Practices in the E-commerce Sector

Law plays an important role in regulating the trading system, with the creation of
regulations that regulate the course of the trading process and business competition, it
will give birth to fair and healthy economic development. The government should create
effective, efficient, and appropriate regulations in every process of drafting laws and
regulations (Sugianto, 2014). In its creation, regulations must be considered carefully so
as not to create instability in the target market and avoid the emergence of monopolistic
practices that impact unhealthy interactions in trade (Pratama et al., 2024).

Regulations related to business competition in Indonesia itself are stated in Law
Number 5 of 1999 concerning the Prohibition of Monopolistic Practices and Unfair
Business Competition (Law No. 5 of 1999) and amended by Government Regulation in
Lieu of Law Number 2 of 2022 concerning Job Creation (Perppu No. 2 of 2022), (Nazhari
et al,, 2023). One form of unfair business competition is the alleged practice of selling at
a loss or what is known as predatory pricing, which is a commercial activity by selling a
product below the general market price in order to eliminate other competitors (Alwi et
al,, 2024).

In its development, the practice of predatory pricing has actually become more
widespread in digital-based trade, or what is known as e-commerce. This is because
there are no specific regulations in digital-based businesses (Wiya, 2021). However,
regulatory references related to the regulation of e-commerce itself have been stated in
several regulatory regulations, namely Law Number 11 of 2008 concerning Information
and Electronic Transactions, which has been amended through Law Number 19 of 2016
concerning the Revision of Law Number 11 of 2008 concerning Information and
Electronic Transactions, Regulation of the Minister of Trade Number 31 of 2023, Law
Number 7 of 2014 concerning Trade, and Law Number 8 of 1999 concerning Consumer
Protection.

The impact that arises due to predatory pricing itself is to monopolize the market
which of course results in killing other business actors. This is actually contrary to the
principles of business actors in Article 3 of Government Regulation Number 80 of 2019
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concerning Trading Through Electronic Systems (PMSE), where business entities must
have principles in carrying out trading activities, which in this case is the principle of
good faith (Sanovan, 2024).

In Indonesia, there is a special institution that oversees the course of commercial
activities in the digital sector. The Business Competition Supervisory Commission
(hereinafter referred to as KPPU) is an independent institution in the business realm
that has the authority to supervise and handle problems in the aspect of competition in
business. In addition, KPPU also has the authority in the executive, judicial, legislative,
and consultative aspects (Jonathan, 2023).

Based on Article 17 to Article 24 of Law Number 5 of 1999 concerning the
Prohibition of Monopolistic Practices and Unfair Business Competition, the KPPU
institution is tasked with assessing commercial activities and/or actions taken by
entrepreneurs that have the potential to trigger monopolistic practices or unfair
business competition. Therefore, the KPPU has an important role in supervising the
actions of business entities in carrying out commercial activities.

The various regulations that have been reviewed should be able to serve as a
reference for business entities to continue implementing business activities fairly and
healthily. In addition, these regulations also have a role in ensuring that the market
continues to run competitively but does not set aside existing principles and is not
dominated by actions that have the potential to harm customers or other business
entities, including predatory pricing tactics intended to eliminate other business
competitors by selling products below the general market price.

. Conclusion

Predatory pricing practices in Indonesia’s e-commerce ecosystem create unhealthy
market dynamics. Large companies that set prices below the target market average to
eliminate competitors have the potential to create monopolies. While consumers may
enjoy low prices in the short term, this strategy can reduce product choices, lower
service quality, and harm MSMEs in the long term. The focus on price wars also stifles
innovation, as companies divert resources from improving product and service quality.
To control these practices, stricter regulations and more intensive supervision are
needed. Law Number 5 of 1999 and other related regulations must be strengthened to
address the unique challenges of the rapidly growing e-commerce sector. The KPPU
plays an important role in enforcing the rules and ensuring fair competition. With
effective regulation and careful supervision, Indonesia can create a sustainable,
competitive e-commerce business environment that benefits all market players and
consumers.

Recommendation

In order to creating a healthy business competition in the e-commerce sector in
Indonesia, it is necessary to strengthen regulations and oversight concerning predatory
pricing practices. The government should revise and clarify the provisions of Law No. 5
of 1999 as a response to new challenges in the digital economy era. In addition, specific
guidelines are needed to distinguish between reasonable promotional strategy and

Volume 01 Issue 05 September 2024 248



F.

The Impact of Predatory Pricing on E-Commerce Competition and Regulatory
Control in Indonesia

predatory pricing practices, especially in the e-commerce sector. The role of KPPU as a
supervisory institution needs to be strengthened, both in terms of human resources,
digital monitoring of technology, and authority to take actions against violations.
Collaboration between the government and large e-commerce platforms such as Shopee
and Tokopedia are also important to form an internal system that can be prevent
unhealthy price competitio
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