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Digital Payment System (DPS) growth plays a crucial role in supporting the country’s digital economic
growth. As a country representing the global south, Indonesia has an important responsibility to manage
the dynamics of DPS growth, which is influenced significantly by actors from the government and
private sectors. Initially, DPS was designed to provide more efficient and accessible payment services, but
over time, the scope of such digital services has expanded. Nevertheless, challenges must be addressed in
distributing DPS evenly, especially among MSMEs. Through the approach promoted by the Economic
Asian Committee (EAC), this study aims to assess the impact of DPS growth on the digital services
ecosystem in Indonesia and the dynamics of interaction between related stakeholders. Qualitative
methods are used to summarize information from various sources, including journal literature and
data from websites, which provide an in-depth understanding of the complexity of this phenomenon
and Indonesia’s efforts to improve its overall digital competitiveness. The findings in this study indicate
that the Digital Payment System (DPS) offers numerous benefits for the financial system, enhancing
efficiency and effectiveness for industrial growth. However, challenges in ensuring equitable usage across
all regions of Indonesia remain significant across various sectors.
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Introduction

Digital economic growth in Indone-
sia continues to increase, along with the dig-
ital payment system (DPS), which is also in-
creasingly used for daily needs. According to
DataBox, the growth of the DPS experienced
a rapid increase of approximately 158% from
April 2018 to April 2023 (Ahdiat, 2023). Al-
though the development of the digital econ-
omy and DPS in Indonesia continues to in-
crease hand in hand, these two things take
work to analyze and observe. In this study,

it is essential to consider the influence ex-
erted on Micro, Small, and Medium Enter-
prises (MSMESs) in implementing the digital
economy in Indonesia. The Indonesian gov-
ernment has been vigorously promoting the
digitalization of payment systems since pro-
moting its ambition to be at the forefront of
the digital economy in Southeast Asia. How-
ever, the adoption of DPS by MSMEs faces
a significant obstacle due to a lack of knowl-
edge and resources. In addition, consumer

habits that have become fixated on conven-
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tional DPS also complicate the transition
for MSMESs, which requires rapid adoption
efforts to reduce potential economic dispar-
ities that may occur. This is also supported
by Najib and Fahma (2020), who state that
consumers feel the efficiency, effectiveness,
benefits, and confidence in using DPS.

According to research conducted by
Najib and Fahma (2020), MSMEs are essen-
tial pillars of the economy, both locally and
nationally. Their role can create jobs, reduce
poverty, and encourage growth in various re-
gions. It can be noted that more than 75%
of domestic products in many countries are
driven by MSMEs (Najib & Fahma, 2020).
However, currently, MSMEs face signifi-
cant challenges, especially increasingly fierce
competition that can hamper their economic
impact. This is especially true in developing
countries such as Indonesia, where MSMEs
often need help to keep up with technological
developments amid the onslaught of compet-
itive MSMEs. Of Indonesia’s approximately
63 million MSMEs, many have shown a slow
response in adopting new technologies such
as DPS compared to large companies. In ad-
dition, although about 60% of MSMEs are
located in Java, the utilization of technolo-
gy, including DPS, is still relatively low, with
only about 30% -40% integrating technology
into their business operations.

The use of DPS in QR codes, com-
monly known as Quick Response Code In-
donesian Standard (QRIS), has become a sig-
nificant phenomenon in Indonesia. DPS has
transformed how we make payments, shift-
ing from traditional to digital methods, each
with distinct features. The most popular DPS

in Indonesia includes E-Wallets, which store
money on mobile devices; Mobile Banking,
which allows various transactions via mobile
devices; Credit Cards, which are used for
payments but not via mobile devices; Inter-
net Banking, which enables payments over
the internet similar to Mobile Banking; and
Virtual Accounts, which are more convenient
as they do not require registering the recipi-
ent’s account number (Wahyudi, 2023). The
adoption of QRIS by MSMEs significantly
impacted financial performance, including
increased number and value of transactions,
growth in sales turnover, improved business
cash flow, and more efficient sales recording.
Factors that affect the increase in the use of
QRIS are changes in consumer spending be-
haviour that increasingly tend towards dig-
ital, significant growth in internet users to
reach 76.70% in 2022, and the impact of the
COVID-19 pandemic that accelerated the
adoption of digital technology in various
sectors, including business transactions. The
success of QRIS as a payment technology
innovation is also the result of cooperation
between Bank Indonesia and the Indonesian
Payment System Association (ASPI) to im-
prove transaction efficiency in Indonesia.
Based on Bank Indonesia, the use of QRIS
at the end of the year reached 14.78 million
users. By the end of 2022, it reached 23.9
million users, including MSMEs, and by the
end of 2023, it reached 26.6 million MSMEs
using QRIS, whereas Bank Indonesia targets
45 million MSMEs in 2023 (Marissa Herlina,
2023). Although the growth of QRIS usage
is increasing, there are still some challenges
faced by MSMEs, primarily related to lim-
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ited information, socialization, literacy, and
networking, as well as financial constraints
that may reduce their interest in adopting
QRIS (Wardhani et al., 2023). MSMEs will
slowly lose the broader market effectiveness
and efficiency in the transparency of fast and
automatic recording of buying and selling
operations if MSMEs do not take advantage
of and follow the development of technolo-
gy that continues to develop (Marizsa Herli-
na, 2023).

The significant growth of DPS in In-
donesia has become one of the crucial fac-
tors affecting the MSME sector, as well as
directly providing a boost to the competi-
tiveness of Indonesia’s digital economy, es-
pecially in the context of the banking sector,
then known as the fintech sector. Regulatory
bodies, especially Bank Indonesia, are vital
in creating a conducive environment for dig-
ital financial services. The aim is not only to
encourage economic growth but also to im-
prove operational efficiency and expand the
scope of banking services to previously un-
derserved population segments. Banking in-
stitutions also show significant resilience and
flexibility in responding to the digital era’s
changing economic dynamics and consumer
needs. The emergence of online banking ser-
vices, mobile banking, and digital payment
systems is becoming increasingly common,
fundamentally changing traditional banking
operations and customer interactions. The
modern banking era influenced by digital
technology provides greater convenience,
accessibility, and efficiency in conducting fi-
nancial transactions, thus positively impact-

ing Indonesia’s digital economy ecosystem

(Hermiyetti, 2024).

Drastic changes in Indonesia’s bank-
ing sector have become a major focus in
efforts to improve accessibility to financial
services and contribute to economic em-
powerment and social development in Indo-
nesia. QRIS service providers must comply
with QRIS standards set by Bank Indonesia,
whether they are banks or non-bank entities.
If they fail to comply, they will not be allowed
to operate in Indonesia, and their users will
not be able to conduct transactions (PRIMA,
2020). In this context, the role of techno-
logical growth has undeniable significance.
Currently, the banking sector in Indonesia
is ready to adopt digital technology as the
main driver of growth and competitiveness
for the country’s banking sector. With the
massive adoption of digital technology, it is
hoped that banks can improve their customer
services and further contribute to the coun-
try’s competitiveness. In addition, the main
impetus for the Indonesian banking sector
to adopt digital technology is also driven by
changes in the behaviour and expectations of
consumers, who want smoother access and
personalized experiences in banking transac-
tions. Under this pressure, banks in Indone-
sia are constantly striving to innovate, deliv-
er more personalized experiences, and offer
multi-channel services to meet the demands
of increasingly diverse and growing custom-
ers (Hermiyetti, 2024).

In 2022, digital transactions in Indo-
nesia reached an impressive amount of USD
51.9 billion, placing Indonesia as Southeast
Asia’s most prominent and most developed
economic leader. The impact of this growth
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is the emergence of various fintech com-
panies in Indonesia, including those that
provide DPS services. The main actors are
startup companies such as OVO, GoPay, and
DANA, which dominate the market. How-
ever, not only startup companies but many
state-owned banks now provide DPS ser-
vices. Bank Indonesia and the Financial Ser-
vices Authority (OJK) regulate the fintech
industry in Indonesia, with their respective
roles clearly defined. Bank Indonesia is re-
sponsible for monetary policy and payment
ecosystem regulation. At the same time, OJK
focuses on peer-to-peer lending supervision,
crowdfunding, digital banking, financial data
security, insurance technology, and Finan-
cial Consumer Protection. Both institutions
have technology divisions that play an essen-
tial role in interacting with fintech industry
players through long-term strategies, aiming
to encourage the advancement of the finan-
cial technology sector in Indonesia (Interna-
tional Trade Administration, 2024).

This study focuses on evaluating In-
donesia’s competitiveness, especially in the
context of the role of the banking sector
within the fintech sector, often referred to as
the fintech sector. The strong relationship be-
tween the fintech sector and MSMEs is the
main focus of this study, considering that
MSMEs frequently use fintech services to
support their business processes. Although
there has been some literature addressing this
topic, such as research conducted by (Aspan
et al., 2022) and (Fitri Kumala Sari et al.,
2022), the two literature have not explicitly
focused on the growth of DPS in Indonesia,
which has a significant impact on the devel-

opment of the banking sector in Indonesia.
This is mainly because almost all actors in
the banking sector now provide DPS services,
which ultimately helps encourage the provi-
sion of other services to meet users’ needs,
including MSMEs in the current digital era.
So, this study aims to analyze the correla-
tion between the growth of DPS for MSMEs
and the unequal distribution of DPS benefits
across different regions in Indonesia. This is-
sue is urgent because the lack of widespread
adoption and utilization of DPS hinders the
potential for economic growth and inclusivi-
ty competitiveness in Indonesia, considering
the various actors involved, the technological
innovation model used, and the relationship
between factors and the surrounding func-
tional environment. This consists of analyz-
ing the interactions between different stake-
holders, the technological innovation models
used, and the relationship between these
factors and the surrounding functional envi-
ronment. By understanding these dynamics,
we can identify barriers to DPS adoption and
develop strategies to overcome them, ensur-
ing that the advantages of digital payment
systems are accessible to all, enhancing In-
donesia’s overall competitiveness.

This research marks an essential pil-
lar given Indonesia’s role as a leader in the
Southeast Asian region in the realm of the
digital economy, which is expected to attract
increased attention from international actors.
In this context, the utilization of DPS growth
by competent companies is considered a cru-
cial step to maintain the competitiveness of
Indonesia’s digital economy at the global lev-
el, especially in the fintech sector. Although
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initially only providing DPS services, these
fintech companies are developing into other
digital service providers. However, not only
to compete in the international market, it is
also essential to utilize DPS to support the
sustainability of MSMEs, which are critical
actors in the growth of Indonesia’s digital
economy. The ecosystem approach in this
study has an important value in providing a
comprehensive analysis of the observed phe-

nomena.

Methodology and Material

In the context of this study, the meth-
od chosen is a qualitative approach that com-
bines literature and information sources from
the website and applies the analysis using the
Ecosystem Approach Concept (EAC). This
study aims to deepen the understanding of
DPS growth in Indonesia, assess its impact
on MSME business performance, and eval-
uate the competitiveness of Indonesia’s dig-
ital economy. The EAC was chosen because
it allows for a holistic examination of the
interconnected elements within the fintech
ecosystem, such as regulatory frameworks,
technological advancements, and market dy-
namics. This approach enables researchers
to collect specific and detailed data while
still obtaining a comprehensive picture that
might not be achievable with a more limit-
ed quantitative approach. Thus, the chosen
methods are relevant and can produce mean-

ingful insights for future research.

Research Findings
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1. Ecosystem Approach Concept

Ecosystem Approach Concept (EAC)
presents a point of view that examines inno-
vative systems at various levels, ranging from
national, regional, and cluster to other social
organizational units. Within this framework,
the EAC emphasizes several economic prin-
ciples, the first of which is a market mech-
anism that develops independently within
the ecosystem. Second, emphasis is placed
on the nature and dynamics of interactions
among potential participants, with collabora-
tion as a driver of knowledge dissemination,
transformation of that knowledge flow into
innovation, and dissemination of that inno-
vation across the economy. The EAC argues
that decisions taken at the universal, region-
al, and national levels jointly affect the entire
ecosystem. The importance of collaboration
is highlighted to bring together communities
interested in the development of the digital
industry, fostering public-private partner-
ships, creating a competitive environment
to accelerate the growth of digital services,
and improving their quality (Rozentsvaig &
Kovalenko, 2018). Thus, the emergence of
the Digital Payment System (DPS) in Indo-
nesia’s digital economy is a new impetus for

transforming the country’s society.
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The EAC began through the evolu-
tion of the digital economy from a digital
transformation process that took more than
30 years. The OECD, an international or-
ganization that plays an important role in
developing standards for protecting informa-
tion and regulating data flow across borders,
has been active since 1982. In this context,
EAC emerges as a crucial solution, similar to
software, that looks at the system holistically
as an ecosystem and prioritizes sustainable
development considerations quality (Roz-
entsvaig & Kovalenko, 2018). This narrative
confirms the importance of the EAC in ana-
lyzing the phenomenon of DPS growth in
Indonesia, which impacts MSME businesses
and the competitiveness of the digital econ-
omy.

The EAC essentially adopts the con-
cept of Ecology, which shows the natural
evolution of the interaction between eco-
nomic agents, models of innovative activity,
and relations of the national, regional, clus-
ter level, and so on as a subject of a constant-
ly changing social organism under the influ-
ence of new dynamics of participants and
new situations. This approach suggests that
the EAC looks at not only the combination
of organizations and institutions but also the
multidimensional aspects of internal connec-
tions that include economic agents, interac-
tions, and innovative environments consist-
ing of ideas, technologies, regulations, social
interactions, and cultural elements, quality
(Rozentsvaig & Kovalenko, 2018). Further,
in the context of this study, EAC is consid-
ered a practical framework for managing the
complexity of digital components, including

DPS. This requires flexible management to
anticipate and adapt to changes and events
that may occur, taking into account the reg-
ulations provided by the government of In-
donesia.

The EAC brings arguments that com-
bine legal and economic principles in the
context of ecosystems. First, the EAC af-
firms that ecosystems have internal market
mechanisms capable of developing inde-
pendently without governments’ excessive
intervention, which helps maintain the con-
tinuity of innovation processes and avoid too
dominant interference from the authorities.
Second, the EAC highlights the ecosystem
approach’s focus on collaboration between
system participants, which it believes can fa-
cilitate knowledge exchange and innovative
transformations that contribute to economic
growth. In addition, the EAC also formu-
lated the concept of Innovative Ecosystem
(IES) as an evolution of the approach, which
emphasizes the importance of conditions
that support the improvement of national
competitiveness through international reg-
ulation from a legal and economic perspec-
tive. In the context of research, the role of
EAC is crucial to analyzing the influence
of DPS growth on MSMESs and Indonesia’s
competitiveness. At the same time, IES em-
phasizes the international dimension of the
competitiveness of countries that have their
regulations applied to their country’s econ-
omy according to the quality of their condi-
tion (Rozentsvaig & Kovalenko, 2018). The
research follows a positivist approach using
various secondary empirical data, utilizing

data from online sources to provide and ex-
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plain the correlation between phenomena.
This study aims to uncover new findings by
adopting the EAC for analysis and empirical
data.

Consequently, this research main-
tains flexibility in its analysis and offers new
insights. To ensure clarity, the data analysis
process involves detailed coding and theme
identification to capture the intricate rela-
tionships between actors and phenomena.
Furthermore, methods such as triangulation
and peer debriefing are employed to validate
the findings and ensure reliability. This com-
prehensive approach enhances the study’s
credibility, providing a robust framework for
understanding the impact of DPS growth on
MSMEs and overall competitiveness in In-

donesia.

A. Market Mechanisms in The Payment
System in Indonesia

This section refers to the concept that
ecosystems have internal market mecha-
nisms that manage themselves, creating the
necessary conditions for the continuity of
technological innovation and avoiding exces-
sive interference from the state of an exces-
sive nature. The relevance of this concept to
the development of the payment system in
Indonesia over time affects the business strat-
egy of economic actors, including MSMEs,
in designing their business processes (Bank
Indonesia, 2020; OCBC, 2023). The payment
system in Indonesia has undergone a rapid
transformation from a cash payment system
to a non-cash payment system, also known
as DPS. Over the past decade, there has been

a massive wave of digital transformation

that has significantly changed consumer be-
haviour substantially. In addition, the diversi-
ty of payment systems is increasing with the
introduction of chip-based and server-based
electronic money, as well as consumer de-
mand for easier, faster, and safer payments
through various platforms, including web,
mobile, Unstructured Supplementary Ser-
vice Data (USSD), and Sim Toolkit (STK).
Furthermore, the emergence of virtual cur-
rencies or digital currencies that are formed
and created by non-monetary authorities
poses security risks such as the absence of
a clear administrator, financial stability that
is vulnerable to financial swelling, a means
of money laundering, and even terrorism
financing affect Bank Indonesia’s policy in
regulating financial markets. From the exist-
ing risks, Bank Indonesia regulations, such
as PBI 18/40/PBI1/2016 on the implementa-
tion of Payment Transaction Processing and
PBI 19/12/PBI / 2017 on the implementa-
tion of financial technology, are important in
regulating the use of virtual currencies and
minimizing risks associated with payment
systems (Bank Indonesia, 2020).

Significant digital transformation has
transformed the payment system landscape
in Indonesia, prompting the government to
formulate the Indonesia payment system
blueprint 2025 as a guide to navigating this
digital era. The transformation brings sever-
al opportunities and threats that need to be
carefully addressed. On the one hand, more
sophisticated payment systems promise con-
venience, speed, and efficiency that can drive
economic growth. However, these develop-
ments also pose risks, such as cybersecurity,
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compliance with anti-money laundering and
anti-terrorism Regulations, and personal data
protection. In addition, these changes could
result in market dominance by some entities
and potential misuse of data that could de-
stabilize the financial system. Other threats
include a decline in the role of convention-
al financial institutions and the growth of
shadow banking, which may reduce the ef-
fectiveness of monetary policy. With this
blueprint, appropriate directions can be giv-
en to effectively manage this digital transfor-
mation while ensuring Bank Indonesia’s role
in maintaining the stability and integrity of
the financial system (Bank Indonesia, 2020).

The Blueprint outlines five critical
visions that become focal points in strategic
planning. The First vision focuses on inte-
grating the digital economy and National
Finance, which aims to ensure that central
banks can regulate money circulation and
monetary policy and maintain financial sys-
tem stability while supporting financial in-
clusion. Second, the vision seeks to support
digital transformation within the banking
sector as an intermediary between the digital
economy and the financial sector by lever-
aging technology and data to drive growth
and innovation. Third, the blueprint affirms
the importance of maintaining a healthy re-
lationship between fintech and the banking
sector to avoid shadow banking risks through
collaboration and technologies such as Ap-
plication Programming Interfaces (APIs).
Fourth, the blueprint highlights the impor-
tance of maintaining a balance between in-
novative consumer protection and financial

system stability by implementing strict regu-

lations such as Know Your Customer (KYC)
and Anti-Money Laundering or Combating
the Financing of Terrorism (AML/CFT), as
well as utilizing technology for surveillance
and reporting. Fifth, the blueprint aims to
ensure national interests in the digital econ-
omy and Interstate finance through regula-
tions that encourage domestic transaction
processing within the country and fair coop-
eration between foreign and domestic opera-
tors (Bank Indonesia, 2020).

The Blueprint details five essential
steps that will be taken to realize the visions
that have been set. First, through open API
standardization, this step will secure access
to the financial information of banks and fin-
techs to third parties, facilitating interconnec-
tion between banks and fintechs to enhance
innovation. Second, the focus is on devel-
oping a more efficient and secure retail pay-
ment system by introducing 24/7 real-time
payments through fast payment, optimiz-
ing the National Payment Gateway (GPN),
and developing a unified payment interface.
Third, financial market infrastructure and
wholesale payments, such as Real Time
Gross Settlement (RTGS), will be developed.
Fourth, steps will be taken to develop and
utilize national data collaboratively and inte-
gratively to support better decision-making.
Finally, there will be regulation, supervision,
licensing, and reporting to ensure a condu-
cive environment for the growth of the dig-
ital economy and an inclusive and secure fi-
nancial sector (Bank Indonesia, 2020).

The
of the payment system in Indonesia is a

development and regulation

very relevant and detailed topic, especially
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considering its crucial role in Indonesia’s
e-commerce, transportation, online media,
and online travel industries. In these four
frameworks, MSMEs play a significant role.
The projected value of these industries, which
are expected to reach $82.56 billion by 2023
with continued growth of 12.26% through
2027, highlights the importance of the digital
payments ecosystem. The various services
provided by DPS have responded to the
diverse needs of the Indonesian people. The
concept of digital wallets, divided into three
categories: closed-digital wallets, open-digital
wallets, and prepaid cards, offers significant
flexibility and convenience. Closed-digital
wallets are intended for specific applications.
Merchants such as GoPay, ShopeePay,
LinkAja, DANA, OVO, and Prepaid cards
can use open-digital wallets, which offer
alternative payment solutions. All these
aspects are governed by Bank Indonesia
20/6/PBI1/2018

on electronic money, which affirms the

Regulation =~ Number
importance of compliance and eligibility for
each service provider. In addition, Payment
Gateway, which facilitates online payments,
and QRIS, which offers fast and efficient
payment methods, help enrich the digital
payment ecosystem by implementing ride-
hailing, e-learning, and other services. Third,
there is the QRIS innovation, where users
can make payments through mobile banking
or applications without taking more time and
distance (Brankas, 2024); with the existence
of various kinds of DPS services, various
significant implications arise, including
changes in cross-border transactions, credit

allocation, and a more efficient and universal

financial system. They have increased
financial data privacy, monetary policy
direction, and the impact on MSMEs as a
critical stakeholder in adopting the digital
economy ecosystem (Topan Yuniarto, 2024).

The role played by MSMEs in driving
the Indonesian economy has been the sub-
ject of significant attention. In this context,
MSMEs are the largest absorber of Labor,
reaching 97% of the total workforce in the
business world, and also contribute substan-
tially to the country’s Gross Domestic Prod-
uct (GDP), reaching 61.1%. In comparison,
large business actors only contribute around
38.9%. An interesting phenomenon observed
in 2022 is the number of cellular connections
in Indonesia that exceeds its population of
277.7 million, reaching 370.1 million con-
nections, with a percentage ratio of 133.3%
of users. This factor shows excellent poten-
tial for the growth of digital payment sys-
tems (DPS), with each individual having
more than one SIM card and performing
digital transactions many times. In devel-
oped countries, cash payments are still less
common, such as South Korea, which only
has 14% of payments in cash, and the United
States only 32%; even some European coun-
tries have switched completely to non-cash
payments (Pratama, 2024). DPS in Indone-
sia has bright prospects to improve transac-
tion efficiency and support the growth of
MSMEs and the country’s GDP.

As researched by M. Mashabi and
Wasiaturrahma (2021), DPS positively im-
pacts economic growth, particularly in In-
donesia (Mashabi & Wasiaturrahma, 2021).

In addition to improving transaction securi-
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ty, such as reducing theft, DPS also expands
MSME access to the ecosystem, combines
connections with new markets with em-
ployees and suppliers, and opens up wider
economic opportunities that are proven to
have implemented financial inclusion in the
United States (Pratama, 2024). In this frame-
work, the role of the government is essential
to ensure that the benefits of DPS are dis-
tributed effectively to MSMEs and positively
impact the country’s economic growth. Four
main aspects must be considered in the gov-
ernment’s role in distributing DPS benefits to
MSMEs:

1. Creating a conducive regulatory en-
vironment through the creation of
transparent regulations and guide-
lines to encourage the adoption of
digital payments among MSMEs
by strengthening aspects of security,
data protection, and consumer rights

in digital transactions.

2. Provide financial incentives, such as
tax exemptions or subsidies, to en-
courage MSMEs to adopt digital pay-
ments, which can help reduce cost

barriers for small businesses.

3. Improve digital literacy by socializing
and spreading education-related cam-
paigns to MSMEs about the benefits
of digital payments and how to use
them effectively.

4. Encourage infrastructure develop-
ment by investing in building digital
payment infrastructure with internet
connectivity and payment processing

systems so that financial facilities for

MSMEs become smoother. The gov-
ernment’s role is very central in the
distribution of DPS in Indonesia so
that financial inclusion occurs and
the country’s GDP increases (Prata-
ma, 2024).

The adoption rate of DPS by MSMEs
still shows that it has yet to reach the opti-
mal level. One of the main determining fac-
tors is that many MSMEs still have not fully
switched to digital business models, such as
participating in e-commerce platforms, and
the number of MSME:s utilizing DPS is not
yet optimal (Herlina, 2023). As MSME:s step
towards digital transformation, DPS will
become a crucial and interrelated element.
E-commerce and DPS have great potential
in facilitating transaction processes, increas-
ing revenue, increasing transparency, and im-
proving the efficiency of MSME business op-
erations. Although the awareness of MSMEs
about the importance of digital technology
adoption has increased, the distribution and
utilization of DPS is still uneven. This may
be affected by the need for internet access, es-
pecially in rural areas. In this regard, the role
of the Indonesian government is crucial in
addressing this issue to ensure that the ben-
efits of DPS can be enjoyed evenly through-
out the region, not just in big cities (Fathan,
2023).

In the context of this study, the main
focus lies on market mechanisms involving
Bank Indonesia, DPS, FinTech, and MSMEs
in Indonesia. These three variables are inter-
related and influence each other, making it
an essential subject for research. The role of
Bank Indonesia in encouraging the develop-
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ment of DPS by fintech, whether non-bank
or private sector, as well as banks, confirms
the role of regulators in regulating digital fi-
nancial markets. DPS is fueling innovation
in digital services, primarily through mo-
bile devices, which were initially only used
for online transactions. This initiative has
strengthened Indonesia’s competitiveness in
the fintech market, with an increasing num-
ber of digital service providers yearly. This
is reflected in the ever-increasing transaction
growth in Indonesia with the emergence of
many new actors in the industry. The finan-
cial sector has become evident with the pen-
etration of technology and the emergence of
digital payment services dominated by finan-
cial institutions such as banks, both private
and government-owned. However, a para-
digm shift occurred with the influx of non-
bank players offering digital payment ser-
vices. This is encouraging traditional banks
to adjust their business strategies in the face
of this increasingly digital market.
Nonetheless, this dynamic has a posi-
tive impact by encouraging technological in-
novation and reducing excessive government
interference in the sector. However, it should
be recognized that the distribution of digital
payment services, especially to MSMEs, is
not entirely the government’s responsibili-
ty alone. Fintech industry players also have
a significant role in promoting, maintain-
ing security, and ensuring that MSMEs can
make optimal use of it, just as Grab through
OVO continues to push for the adoption of
DPS among MSMEs (Antara, 2021). The
challenge arises when the internet infrastruc-

ture in some regions is still inadequate, thus

hindering the adoption of digital payment
services. The government has become very
important in ensuring equal internet access
across the country or providing incentives to
industry players to invest in areas still lagging

in internet connectivity.

B. Collaboration for the creation and
flow of knowledge

This section discusses a collaborative
approach to improving cross-border pay-
ment systems in the Southeast Asian region,
focusing on developing fast payment-based
DPS by building partnerships that dissemi-
nate knowledge and transform flows that can
shape innovation across all aspects of the
economy. Bank Indonesia is working with
central banks from neighbouring countries,
including Bank Negara Malaysia (BNM),
Bangko Sentral ng Pilipinas (BSP), Monetary
Authority of Singapore (MAS), and Bank
of Thailand (BOT), to explore the poten-
tial of fast payment-based DPS, particularly
in Southeast Asia, and to engage the Bank
for International Settlements (BIS) through
Project Nexus. This cooperation continues
the Memorandum of Understanding (MoU)
on regional payment connectivity approved
by the five banks on November 14, 2022.
The project known as Project Nexus is di-
vided into three stages. The first phase aims
to establish a multilateral scheme to connect
fast payment systems in different countries.
The second phase focuses on cross-border
fast payment research and trials, while the
third phase explores organizational, business
model, technology and operational aspects
implemented from April 2023 to March
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2024. The goal of the project is to build a
retail payment infrastructure that can be ac-
cessed at any time, with the hope of increas-
ing ease, security, and inclusion in cross-bor-
der transactions, which will benefit various
stakeholders, including MSMEs, tourists,
and Indonesian migrant workers (Haryono,
2023).

Companies such as PT. Bank Mandi-
ri and Salim Group and Bank Syariah In-
donesia (BSI) have taken several initiatives
to support MSMEs—cooperation between
PT. Bank Mandiri and Salim Group cover
a wide range of services, such as the pro-
vision of wholesale goods and the sale of
digital products, with a focus on accepting
non-cash payments, recording digital trans-
actions, and providing business development
capital for MSMEs. In addition, BSI also
launched the MSME Center program in col-
laboration with Bank Indonesia to improve
the quality and competitiveness of MSME
products in the Go Halal Go Digital and Go
Global MSME schemes. This Program as-
sists MSMEs in adopting digital technology
for product marketing, facilitating financial
transactions through DPS, improving market
access, and providing training related to busi-
ness processes. The initiative also expands
opportunities for BSI to penetrate interna-
tional markets, especially in the Middle East
through partnerships with conglomerates
and startups in Dubai, United Arab Emirates
(Hayana, 2023).

The cooperation implemented by
Indonesia in developing the payment sys-
tem is not limited to the national level but
also includes the international level, which

allows more comprehensive market access
and increases the country’s competitiveness.
Although the cooperation benefits not only
fintech actors but also MSMEs, international
regulations governing competition between
countries in the payment system still do not
exist, encouraging countries to develop their
own regulations and cooperate with other
countries and non-state parties. Although In-
donesia has been active in such cooperation,
it is essential to consider how countries in the
rest of the Global South Region are devel-
oping their payment systems. So, according
to the author, future studies that focus on
the growth of DPS in countries with digital
economies that have not developed signifi-
cantly become a need that needs to be con-
sidered more deeply (Hayana, 2023).

Conclusions and research results
In the context of the digital age, DPS

has emerged as an essential component in
the financial system, providing efficiency and
effectiveness in the flow of funds, especially
with the growth of industries that increas-
ingly rely on digital transactions. Although
DPS offers significant potential benefits for
MSMESs and other business people, its de-
ployment and utilization have yet to be even-
ly distributed across sectors. In this study, the
Asian Economic Committee (EAC) high-
lighted several challenges and recommenda-
tions to improve the distribution and utiliza-
tion of DPS, namely:

1. DPS distribution and other digital ser-

vices to reach all MSMEs in Indonesia by

prioritizing safety and comfort for users.

2. Promoting and supervising technolo-
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gy, including DPS by the private sector
and the Indonesian government, is also
emphasized to ensure balanced adoption
of technology throughout the region.

3. The creation of organizations and
that
stakeholders in the Indonesian payment

communities accommodate all

system is also a focus, with the goal of
supporting broader and effective cooper-
ation and encouraging innovation in this
sector.

The international regulations gov-
erning DPS are seen as important to creat-
ing a healthy and equitable environment for
all countries. This emphasizes the need for
a comprehensive review because, until now,
most regulations have focused more on the
national level and have not been able to em-
brace all countries equally.
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