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Indonesia's Dual Challenge

• Challenge 1 (MSMEs/UMKM)

The role of 65 million MSMEs :  Contributes 60% of GDP & provides 
employment for 97% of the workforce

Challenges: visibility and market access.

• Challenge 2 (Domestic Product Utilization)

The mandate to use domestic products amidst protectionist global 
competition & the use of domestic products will grow the industrial sector

Challenges :  how to increase the use of domestic products ?



The Paradigm Shift: 
From Transactional to Strategic Procurement

Value for money

Value +policy impact 
(economic & social goals) 

Procurement must exceed efficiency (BEYOND EFFICIENCY) 



The Digital Engine: 
SPSE & E-Catalog’s Transformation
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The Digital Engine: 
SPSE & E-Catalog's Unique Scale

• Digitalization of Procurement

NPPA (LKPP)  has a very important role in developing “SPSE” 
(Electronic Procurement System) and “SPSE” as the foundation.

• Focus on E-Catalog:

Why is this unique ? 

This is a national scale of  B2G (Business-to-Government)    e-
marketplace that is managed by the government — not just an  
e-tendering system.



Pillar 1: 
Digital Inclusion for Millions of MSMEs

1. Zero Barrier Entry: Easy digital on-boarding 
process for MSMEs.

2. Fair Competition: Price Transparency 
reduces bid rigging.

3. Speed of Transaction: direct purchase in 
hours/day.

4. Micro-Segmentation: special market 
Segmentation that provides small 
procurement for MSMEs. 

54

56

58

60

62

64

66

68

70

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024* 2025*

Number of MSMEs
(Million Business Units)



Pillar 2: 
Mandating Domestic Product Utilization (“P3DN”)

1. Policy Integration: Regulations that 
require government agencies to 
purchase domestic products, directly 
through the platform

2. Digital Labeling: Use of “TKDN” 
(Domestic Component Level) as a digital 
attribute on a product in E-Catalog.

3. Governance & Audit Trail: A System 
that automatically tracks and reports 
compliance for domestic product 
purchasing and become an anti-
corruption tool





The Impact: Measuring Policy Success
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Digitalization has turned procurement into a tool of economic 
stability after the Pandemic /volatility

❑ 65 million MSMEs Contributes to 60% of GDP & 97% employment
❑ Post-digitalization: Increase in MSMEs onboarding by 45%
❑ Average revenue growth for MSMEs : + 30% after joining e-catalog
❑ Domestic product utilization increased by 25% in government 

procurement



Case Studies: MSMEs Success Stories

Local furniture producer 
increased sales by 50% via e-catalog

Traditional food SMEs expanded to 
10 provinces through “SPSE”

Textile SMEs  achieved TKDN certification 
and secured B2G contracts



Challenges & The Road Ahead 
(AI and Governance)

Various Challenges :

• The digital literacy gap among MSMEs actors,

• Low level of innovation, 

• Low level of technological advancement, 

• Low productivity and competitiveness in global market



Challenges & The Road Ahead 
(AI and Governance)
Next Step:

• Collaboration among key government stakeholder, BUMN and private sector strengthens local value chain

• Improve  MSMEs  capacity → roadmap for MSMEs onboarding:
• Step 1: Awareness & Outreach – Socialization of e-catalog benefits
• Step 2: Digital Literacy Training – Basic platform usage
• Step 3: Certification Support – TKDN and quality standards
• Step 4: Access to Financing – Microcredit and government incentives
• Step 5: Integration – Connect MSMEs  to supply chain and procurement system

• Providing advance payment for e-Purchasing transaction

• Domestic Supply Chain Integration (Government Agencies → E-Catalog → MSMEs  Suppliers →  Local Manufacturers → 
End Users)

• Integration opportunities into the Global Value Chain and Global E-Commerce market  

• Policy lever: “P3DN” ensures domestic products prioritized

• Continuous improvement to developing Electronic Procurement System and Harnessing Artificial Intelligence ( AI) for  
predictive sourcing dan fraud detection .



Global Takeaways: 
Lessons for IFPSM Members

Lessons for Indonesia: Combine policy mandates with capacity building

❑ Digitalization must serve policy mandates, not just efficiency

❑ Public Procurement can be a powerful policy lever for Social Equity

❑ Scale and data can be converted into a tool for Good Governance 

Global Benchmark & Best Practices
❑ South Korea: SME-friendly procurement policies and digital platforms
❑ Brazil: Local content requirements in public procurement



THANK  YOU
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