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Abstract: This study aims to analyze the legal aspects of restrictions on TikTok Shop in Indonesia through an
evaluation of Minister of Trade Regulation No. 31 of 2023. The main focus of this study is to identify the clarity
of legal norms governing the social commerce business model, measure the consistency of regulations with the
principles of business and consumer protection, and assess the effectiveness of policy implementation in digital
trade practices. The method used is a normative legal approach with literature review and case analysis of the
closure of TikTok Shop in October 2023 as a concrete illustration of regulatory implementation. The research
findings indicate that although these policies are intended to protect the local market and prevent monopolistic
practices, there is ambiguity in technical definitions and weak coordination among regulatory agencies, leading
to inconsistent implementation. Additionally, the impact on SMEs and consumers highlights the need for more
inclusive transition policies and more adaptive legal instruments. This study suggests revising regulations to
address the legal challenges posed by technological innovation and to create a fair and sustainable digital trade
ecosystem.
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Since the launch of TikTok Shop as part of its social commerce business model, the
platform has rapidly transformed the digital commerce landscape in Indonesia. However, the
surge in direct buying and selling activities through social media has raised concerns about
unfair competition, patticularly for local SMEs." The government tesponded by issuing
Minister of Trade Regulation (MOTR) No. 31 of 2023, which explicitly prohibits social
commerce platforms like TikTok Shop from facilitating direct transactions within their
electronic systems. The case study of TikTok Shop's closure in October 2023 serves as a
critical point in assessing the effectiveness of this regulation, while also opening up space for
evaluation regarding consumer protection, business operators, and the sustainability of the
national digital ecosystem.”

Previous studies have highlighted the economic and social impacts of TikTok Shop's
presence in Indonesia. For example, a study by Asshidqi and Yuliana (2023) shows that the
closure of TikTok Shop has a significant impact on the income of online businesses,
especially MSMEs that rely on the platform as their main distribution channel. Meanwhile,
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Prasiska et al. (2023) emphasize that TikTok Shop offers opportunities for increased product
visibility and sales, but also poses challenges for SMEs that are not yet ready for digital
transformation. These studies generally focus on economic aspects, consumer behavior, and
business adaptation to technological changes.

Unlike previous studies, this research focuses on legal analysis of restrictions on TikTok
Shop in the context of evaluating Minister of Trade Regulation No. 31 of 2023. The primary
focus is on the clarity of legal norms, the consistency of regulations with principles of
business and consumer protection, and the legal implications for the future of social
commertce business models.” Using a normative approach and case studies, this research aims
to address a gap in existing studies, namely how digital regulations in Indonesia can address
the challenges of technological innovation without hindering the growth of an inclusive and
fair digital economy.*

The integration between social media platforms and e-commerce requires a review of
conventional legal norms. Digital transformation demands a more dynamic and responsive
legal approach to changes in the global economic environment. In this context, MOT
31/2003 is one example of regulatory adaptation to the rapidly growing phenomenon of
social commerce in Indonesia.” This study shows that although there are many studies related
to e-commerce regulation, few specifically examine restrictions on TikTok Shop from a legal
perspective. Therefore, this study is expected to fill this gap by thoroughly examining the
legal basis, background, and policy implications of MOT 31/2020.°

Although the TikTok Shop controversy has reached an administrative resolution, this
research remains relevant because it touches on fundamental aspects of digital trade
regulation that are dynamic and constantly evolving. Permendag No. 31/2023 not only
responds to TikTok Shop on a temporary basis, but also establishes a legal framework for all
social commerce practices going forward. An evaluation of this regulation is important to
determine whether the imposed restrictions align with principles of fairness, legal certainty,
and protection for local businesses particularly SMEs that were directly impacted by this
policy. Another urgency lies in the need for adaptive and anticipatory legal foundations for
digital business models that are constantly metamorphosing. TikTok Shop may already be
restricted, but the potential for similar platforms with new strategies to emerge remains. This
research can serve as an academic tool to identify legal loopholes, regulatory overlaps, and
normative gaps that could be exploited by market actors. Additionally, the findings of this
study can provide insights for policymakers to develop regulations that are not only reactive
but also oriented toward sustainability and the welfare of the national digital economy.

This study uses a normative juridical approach with a literature review method. This
method was chosen because the main focus of the study is the analysis of normative texts
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and legal documents, including Minister of Trade Regulation No. 31 of 2023, LLaw No. 7 of
2014 concerning Trade, as well as scientific literature related to trade and e-commerce. This
study aims to analyze the legal aspects of restrictions on TikTok Shop in Indonesia through
an evaluation of Minister of Trade Regulation No. 31 of 2023.

This study uses a normative juridical approach with a literature review method. This
method was chosen because the main focus of the study is the analysis of normative texts
and legal documents, including Permendag No. 31 of 2023, Law No. 7 of 2014 concerning
Trade, as well as scientific literature related to trade and e-commerce. The methodological
steps taken are as follows: The use of the literature review method allows researchers to
obtain a comprehensive picture of the legal context and socio-economic dynamics behind
the policy of Minister of Trade Regulation No. 31 of 2023. The data and information
collected are analyzed systematically with reference to contemporary legal theories and
previous research results.

The closure of TikTok Shop in October 2023 was a direct response to Minister of Trade
Regulation No. 31 of 2023, which prohibits social commerce platforms from facilitating
direct transactions ".The government believes that the integration of social media and e-
commerce has the potential to lead to monopolistic practices and harm local businesses,
especially MSMEs. This move marks a paradigm shift in the regulation of digital commerce.
However, the implementation of this policy has not been smooth. TikTok Shop temporarily
resumed operations through a new entity acquired by Tokopedia, known as TikTok Shop by
Tokopedia. Although this entity is formally separate from the TikTok social media platform,
many parties believe that technical and functional integration still exists, raising questions
about compliance with regulations.”

The Ministry of Trade stated that the acquisition did not violate the law because the
new entity was subject to PMSE regulations. However, the Ministry of Cooperatives and
SMEs considered that TikTok Shop still violated the rules because the shopping feature
remained integrated into the social media application. This difference in interpretation shows
the weak coordination between agencies in enforcing digital law.” Starting from the legal
issues that have arisen due to the restrictions on TikTok Shop through Ministry of Trade
Regulation No. 31 of 2023, a practical solution that can be offered is the development of
more technical and adaptive subsidiary regulations that align with the dynamics of social
commerce. The government needs to develop operational guidelines that clarify the
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boundaries between promotions and transactions, as well as oversight mechanisms that are
not only repressive but also educational for digital businesses. This is important to ensure
that regulations do not create legal ambiguity and can be consistently applied by various
platforms, including those that will emerge in the future. In addition, a consultative forum
between regulators, business actors, and academics needs to be established to evaluate the
impact of policies on a regular basis. This forum can be a platform for conveying the
aspirations of MSMEs, identifying legal loopholes, and formulating more inclusive and
sustainable policy recommendations. With this participatory approach, regulations will not
only serve as a restrictive tool, but also as an instrument for empowering the national digital
economy.

Research by Dzacky and Shelly (2024) reveals that TikTok Shop does not yet have a
license as a social commerce platform in accordance with applicable regulations. This legal
uncertainty poses risks for consumers and businesses, particularly in terms of legal protection
for transactions conducted. In the event of a dispute, users legal position becomes weak.
From the business perspective, the closure of TikTok Shop directly impacts revenue and
market access. A study by Asshidqi and Yuliana (2023) shows that SMEs active on TikTok
Shop experienced a revenue decline of up to 40%. This indicates that restrictive policies need
to be balanced with transition strategies and digital support.'’

Normatively, Ministerial Regulation No. 31 of 2023 revokes Ministerial Regulation No.
50 of 2020 and introduces a new definition of social commerce. However, there is no clear
mechanism to accommodate hybrid business models such as TikTok Shop. This creates a
legal interpretation gap that needs to be further examined." The closure of TikTok Shop
serves as an important case study in assessing whether regulations can uphold business
fairness without hindering innovation and economic inclusion.'? The government must strike
a balance between protecting the local market and adapting to the global digital economy.

Ministry of Trade Regulation No. 31 of 2023 not only prohibits direct transactions on
social commerce platforms, but also regulates business licensing, advertising, guidance, and
supervision of business actors in electronic trading systems (PMSE). Platforms like TikTok
Shop are required to have a business license as an E-Commerce operator, not just as a social
media service provider. In practice, TikTok Shop only has a license as a Foreign Trade
Company Representative Office (KP3A), which does not cover trading activities.The
implementation of this regulation also poses challenges for coordination among government
agencies. The Ministry of Trade emphasizes that social commerce should only facilitate
promotions, not transactions, while the Ministry of Cooperatives and SMEs highlights the
negative impact on SMEs and demands stricter enforcement of the law. These differing
interpretations underscore the need for policy harmonization and institutional strengthening
in regulating digital commerce."
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From a technical standpoint, TikTok Shop attempted to adapt by shifting its operations
through a new entity resulting from a partnership with Tokopedia. However, the integration
of systems between TikTok and Tokopedia still raises questions about regulatory
compliance."* Many parties believe that even though the legal entities are separate, the user
experience still shows the existence of electronic system interconnectivity, which is
prohibited by the Ministry of Trade Regulation. The closure of TikTok Shop also impacts
consumers who have grown accustomed to making direct transactions through the platform.
The previously integrated shopping feature has been removed, forcing users to seek
alternative options for shopping.” This demonstrates that regulations not only affect
businesses but also alter consumer behavior and preferences within the digital ecosystem.

From a legal perspective, Ministerial Regulation No. 31 of 2023 revokes the previous
regulation, Ministerial Regulation No. 50 of 2020, and introduces a new definition of social
commerce and restrictions on its activities. However, there is no adequate oversight
mechanism to ensure that platforms consistently comply with these provisions. Weak
oversight risks creating legal loopholes that large businesses could exploit to circumvent
regulations. Overall, the implementation of Ministry of Trade Regulation No. 31 of 2023 and
the closure of TikTok Shop reflect the government's efforts to reorganize the digital
commerce ecosystem.'” However, the success of these regulations depends heavily on
consistent enforcement, inter-agency coordination, and the readiness of businesses to adapt.
The government must ensure that regulations are not only restrictive but also support
innovation and sustainable digital economic inclusion."

Ministry of Trade Regulation No. 31 of 2023 stipulates that social commerce platforms
may only conduct promotions, not transactions. However, in practice, TikTok Shop
continues to provide checkout and payment features, raising suspicions of legal violations."
This highlights a discrepancy between legal norms and technical implementation in the field.
This legal uncertainty is exacerbated by the lack of a clear technical definition of “electronic
system interconnection.” Platforms like TikTok Shop can claim that transactions are
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conducted by separate entities, thereby not violating regulations. This opens up room for
interpretation that can be exploited to avoid legal obligations.”

Research by Aufani et al. (2024) shows that consumer protection in TikTok Shop
transactions remains weak, particularly regarding dispute resolution and product information
transparency. Many consumers experience product discrepancies but lack clear legal
mechanisms to file lawsuits or seek mediation. From a legal perspective, the normative
approach in Minister of Trade Regulation No. 31 of 2023 does not fully address the
complexity of digital business models. Regulations that are prohibitive in nature have not
been accompanied by adequate oversight and enforcement mechanisms. This creates a
disparity between legal norms and legal reality. The Ministry of Cooperatives and SMEs states
that TikTok Shop is still violating the rules, while the Ministry of Trade is granting
operational tolerance during the transition period. The differing stances between agencies
highlight the lack of coordination and consistency in enforcing digital regulations.”

In the context of competition law, TikTok Shop has been accused of engaging in
predatory pricing and market monopoly practices. However, there have been no firm legal
actions taken by the Competition Supervisory Commission (KPPU).* This indicates that
regulations have not been able to effectively address digital business practices, and this legal
uncertainty impacts the confidence of businesses and consumers in the legal system. Without
certainty and consistency, digital regulations risk becoming ineffective tools in regulating the
e-commerce ecosystem.

The Indonesian government's goal in banning social commerce platforms such as
TikTok Shop is to prevent business monopolies that could harm MSME players and also to
prevent the emergence of platforms that have the ability to control the market, set unfair
prices, treat players differently, and set discriminatory prices based on the data they possess.”
Therefore, the Indonesian government has officially banned buying and selling activities, or
e-commerce, through social media platforms such as TikTok Shop.* This study is important
for understanding the legal protection provided to SMEs in electronic commerce (PMSE) in
Indonesia.

Another challenge arises in the area of licensing. TikTok Shop operated without a
license as a PMSE organizer, only holding the status of a Foreign Trade Company
Representative Office (IKP3A). This highlights the weakness of the verification and oversight
system for digital platforms operating across sectors.” When business licenses do not reflect
actual practices, legal protection for consumers and businesses becomes ineffective. Legal
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uncertainty also impacts the enforcement of competition law. Practices such as predatory
pricing and market dominance by large platforms are not fully covered by Law No. 5 of 1999,
as it has not adopted the principle of extraterritoriality and lacks specific instruments for the
digital market. The Competition Supervisory Agency (KPPU), as the competition oversight
body, faces limitations in addressing violations occurring in the digital realm, especially when
businesses operate outside national jurisdiction.*

From a consumer protection perspective, the unclear legal status of social commerce
platforms weakens the position of consumers in disputes. When transactions are conducted
through systems that are not legally recognized, consumers find it difficult to access
complaint or compensation mechanisms.”” This shows that digital regulations must guarantee
legal certainty not only for businesses but also for end users. Conceptually, the social
commerce model requires a more flexible and adaptive legal approach. Sectoral and
fragmented regulations are no longer adequate to regulate a digital ecosystem that is cross-
functional and cross-platform. Therefore, legal reforms are needed that integrate aspects of
technology, consumer protection, business competition, and data governance into a
comprehensive legal framework.”

Legal uncertainty in the social commerce model is not only a technical issue, but also
reflects the lag in regulations in responding to innovation. Without progressive legal reforms,
Indonesia risks losing momentum in building an inclusive and equitable digital economy.
Regulations must be able to facilitate innovation, not merely serve as rigid and reactive tools.
In the context of a dynamic digital economy, the social commerce model demands adaptive,
progressive, and ecosystem-based regulations. Therefore, legal updates are needed that are
not merely prohibitive but also capable of constructively embracing technological
transformation. Digital regulations in Indonesia must shift from a repressive approach
toward a facilitative and integrative one to create inclusive, equitable, and sustainable digital
commerce.

One of the main objectives of Permendag No. 31 of 2023 is to protect consumers and
MSMEs from unfair trade practices. However, the closure of TikTok Shop has created new
vulnerabilities for small businesses that have lost market access and income. This creates a
dilemma between protection and empowerment. TikTok Shop provides opportunities for
market expansion and the empowerment of women entrepreneurs. This platform enables
direct interaction with consumers through creative content and live streaming, which
enhances product loyalty and visibility.”” Restrictions on these features could hinder
innovation and digital inclusion.

However, without clear regulations, SMEs also risk being trapped in a system that does
not provide legal protection. For example, if TikTok Shop is not subject to the Consumer
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Protection ILaw and the ITE Law, then businesses have no guarantees regarding data,
transactions, and other legal rights.” Research by Hidayanti et al. (2024) shows that TikTok
Shop influences the consumptive behavior of teenagers and creates impulsive shopping
patterns. This indicates that regulations need to address consumer education and digital
literacy to ensure transactions are conducted in a healthy and responsible manner.

From a legal perspective, consumer protection in digital transactions still relies on
litigation and non-litigation mechanisms that are not yet optimal. Many consumers are
unaware of their rights or lack access to efficient dispute resolution mechanisms.” The
government needs to design transition policies that support SMEs in migrating to platforms
that comply with regulations. Additionally, there needs to be inclusive legal education and
digitalization so that small businesses can adapt to regulatory changes without losing their
competitiveness. Integration between trade regulations and consumer protection is key to
building a fair and sustainable digital ecosystem. Without policy synergy, legal protection will
remain a norm without practical application.”

Then, Permendag No. 31 of 2023 in legal theory, in this case as a legal state that regulates
society that has interests and needs, with many different interests and needs among the
community so that laws are needed to regulate differences in interests, so that the interests
of each community are not harmed by the law. The author argues that Ministry of Trade
Regulation No. 31 of 2023 cannot yet be used as a means to achieve social justice because
justice and equality are not realized in society, especially since this regulation governs trade,
and the absence of justice and equality only burdens one party in conducting trade. Regarding
the function of law as a means of dispute resolution, the authot’s opinion is that Ministry of
Trade Regulation No. 31 of 2023 is not yet capable of resolving disputes.”

Overall, although the initial objective of this policy is to protect national interests and
consumers, its long-term impacts must be anticipated through supporting policies that can
balance protection and innovation. The government is urged to conduct regular evaluations
and engage all stakeholders in constructive dialogue to ensure the implementation of the
regulation runs optimally without hindering the development of the digital industry.™

This study shows that the restriction of TikTok Shop through Ministry of Trade
Regulation No. 31 of 2023 is a strategic effort by the government to regulate the rapidly
growing digital commerce ecosystem. This step reflects a policy orientation toward
protecting local businesses and consumers, but it still leaves serious challenges in terms of
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implementation and legal certainty. On one hand, the closure of TikTok Shop serves as an
important case study on how regulations respond to technological disruption and the
transformation of digital business models. On the other hand, legal ambiguity,
inconsistencies among institutions, and the lack of oversight mechanisms weaken the
effectiveness of the policy. This uncertainty not only impacts businesses but also erodes
consumer confidence in the existing digital legal system. MSMEs, as the backbone of the
digital economy, are the group most affected by these restrictions. Without concrete
transition and empowerment strategies, restrictions on TikTok Shop have the potential to
create new vulnerabilities in product distribution, market access, and legal protection for
small businesses. Similarly, consumers do not yet have effective and accessible dispute
resolution channels. Therefore, digital regulations in Indonesia need to be designed in a more
adaptive, progressive, and inclusive manner. Regulations should not only function as
restrictive tools but also as a facilitative framework that can drive innovation while
maintaining business fairness and consumer rights. Synergy between policies, regulatory
harmonization, and multi-stakeholder involvement are key to creating a fair and sustainable
e-commerce governance framework. This conclusion underscores the urgency of updating
the legal approach to the social commerce model so that Indonesia can navigate the digital
era with high competitiveness and a human-centered protection orientation. Regulations
must not lag behind technological realities but should instead serve as transformative tools
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