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ABSTRACT: The background of the research is rooted in the pivotal role of Smart Transaction Systems in the digital transformation
of Small and Medium-sized Enterprises (SMEs) within the batik industry in Semarang, Indonesia, amid the burgeoning Smart
Economy era. The study aims to comprehensively explore the impact of national regulations, particularly the Information and
Electronic Transactions Law (UU ITE), on the utilization of Smart Transaction Systems in electronic commerce by batik SMEs during
the Digital Literacy Smart Economy era. To achieve its objectives, the research employs an analytical and evaluative approach,
scrutinizing the legal framework, including UU ITE and related regulations, while also conducting an in-depth analysis of the
implications and benefits for SMEs and consumers. The study’s findings and conclusions highlight the impact of UU ITE on the
efficiency of transactions ensuring security and legal protection for both batik SMEs and consumers. The research emphasizes the
need for regulations governing Smart Transaction Systems to build trust, enhance security and promote growth for SMEs. The
study is unique due to its examination of how UU ITE and Smart Transaction Technologies work providing insights into the legal
and technological complexities in today’s rapidly evolving digital landscape. The implications of the research, to improving
frameworks that support SMEs digital initiatives fostering development and ensuring consumer safety in the era of the Smart
Economy.
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INTRODUCTION

The restore stability drive growth and support the national economic recovery especially in Semarang, Indonesia the government
has actively been promoting the growth of Micro, Small and Medium Enterprises (UMKM). The development of UMKM, in the
batik industry of Semarang is viewed to revive the economy after the impact caused by the Covid 19 pandemic in Indonesia during
years. Semarang City plays a role in empowering Micro, Small and Medium Enterprises (UMKM) due to its abundance of UMKM
products with significant potential for further advancement. One such example being the batik industry. (Ma, 2023; Moreira &
Macke, 2023; Musari & Naaz, 2023; Qonita & Giyarsih, 2023; Singh & Uppaluri, 2023; Tamas & Déra, 2023; Zolotova et al., 2023).

The medium sized enterprises (UMKM), in the batik industry have a role in Semarang economy making a significant contribution
to income generation and employment opportunities. These UMKM businesses are being. Encouraged with the aim of enabling
them to compete in the market and boost productivity in Indonesia particularly in Semarang. The rapid progress of technology
has had an impact on the evolution of payment systems, in transactions. (Hepziba Gnanamalar & Ebenesar Anna Bagyam, 2023;
lonescu et al., 2023; Jasiiska et al., 2023; Kalenyuk et al., 2023; Khamseh et al., 2023; Kostyk et al., 2023; Lopez-Carreiro et al.,
2023).

The Smart Economy concept entails the development of an economic governance system capable of addressing challenges and
adapting to changes, ultimately creating an ecosystem that supports economic activities aligned with the region's leading
economic sectors (Bodrov et al., 2023; Chawviang et al., 2023; Chen & Chan, 2023; Dash, 2023; He et al., 2023; Heebkhoksung et
al., 2023). One of the key components of a Smart Economy is the implementation of smart payment systems, including online
transactions using the Smart Transaction System. As technology advances, the demand for payment methods that offer speed,
accuracy, and security in every transaction has grown among Indonesian citizens, particularly in Semarang
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Table 1. Development of Assets and Turnover of Batik UMKM from 2010 to 2021

No | DESCRIPTION UMKM | LABOR | ASSETS OMSET

(UMK)
1. 2010 (December 31) 485 579 IDR 15.879.654.320 IDR 85.678.921.347
2. 2011 (December 31) 498 625 IDR 17.541.329.087 IDR 88.238.760.956
3. 2012 (December 31) 577 681 IDR 19.356.778.030 IDR 93.991.306.111
5. 2014 (December 31) 878 2001 IDR 28.585.730.000 IDR 100.071.000.200
6. 2015 (December 31) 996 2063 IDR 29.478.620.000 IDR 101.168.020.600
7. 2016 (December 31) 5902 10573 | IDR 166.474.632.778 IDR 532.164.691.348
8. 2017 (December 31) 11064 | 19361 | IDR 321.062.363.584 IDR 1.025.227.440.746
9. 2018 (December 31) 14893 | 25719 | IDR 482.862.577.446 IDR 1.435.111.276.173

Source of data: Semarang City Cooperative & Micro Enterprise Office, IUMK Data

From table 1, the evident that the turnover of Batik UMKM in Semarang has remained relatively stable, even in the face of the
Covid-19 pandemic. One contributing factor to stability is the continued production and transactions conducted through online
platforms, specifically the Smart Transaction System.In the past, many Indonesians, including those in Semarang, primarily
conducted transactions using physical cash. However, they have now become familiar with and have embraced digital payments
as an alternative means of conducting financial transactions, commonly referred to as electronic money (e-money). The rapid
technological advancements in payment systems have shifted the role of physical currency (currency) to non-cash payments,
which are safer, more efficient, and cost-effective. Non-cash payments are typically made using methods such as cards (electronic
money cards), checks, promissory notes, debit notes, or electronic funds (both card-based and server-based), and Indonesian
Standard Quick Response Codes (QRIS) (Abdelrahman et al., 2023; AlAli et al., 2023; Alam, 2023; Aldegheishem, 2023; Barika et
al., 2023; Xenou et al., 2022; Yu et al., 2022).At least 9.4 million UMKM have adopted digitalization in their businesses (Tosida,
Herdiyeni, et al., 2022; Tosida, Permana Solihin, et al., 2022; Verbivska et al., 2022; Vinod Kumar, 2022a, 2022b). Digitalization is
a breakthrough that UMKM can leverage to remain competitive in both domestic and international markets. The use of Smart
Transaction Systems for buying and selling has become a trend among Indonesian consumers. The application of digitalization and
information technology, including fintech, simplifies transactions for society and UMKM entrepreneurs (Martins et al., 2022;
Micozzi & Yigitcanlar, 2022; Popova & Popovs, 2022; Rahoveanu et al., 2022; Samarakkody et al., 2022; Sharifi & Alidadi, 2022).
Many UMKM entrepreneurs have adopted electronic payments due to consumer demand. The high adoption rate of cashless
payments among the public encourages business owners to implement such payment methods in their operations. Failing to do
so could result in falling behind and facing the risk of closure. Additionally, businesses can attract more customers without the
need for extensive promotional efforts, reduce operational costs, and have the opportunity to earn higher revenues (Lata et al.,
2022; Lesjak & P3Senica, 2022; W. Liu, Liang, et al., 2022; W. Liu, Long, et al., 2022; Z. Liu, 2022; Markey-Towler, 2022).

The legal framework governing electronic transactions in Indonesia is primarily defined by the Information and Electronic
Transactions Law (UU ITE). However, the Civil Code (KUH Perdata) still does not fully accommodate the requirements for a valid
electronic agreement, relying instead on the provisions of Article 1320 of the Civil Code. Means that any online buying and selling
transaction that meets the requirements of Article 1320 can bind the parties involved.To address these legal gaps, Indonesia
enacted Law Number 11 of 2008 concerning Information and Electronic Transactions, as amended by Law Number 19 of 2016
concerning Amendments to Law Number 11 of 2008 concerning Information and Electronic Transactions (hereinafter referred to
as the ITE Law). Furthermore, the elements of electronic agreements are also accommodated in Article 48 (3) of Indonesia
Government Regulation Number 82 of 2012 on the Implementation of Electronic Systems and Transactions, which was later
replaced by Indonesia Government Regulation Number 71 of 2019 on the Implementation of Electronic Systems and Transactions
(PP PSTE) (Pemerintah Negara Republik Indonesia, 2012, 2019).The presence of the ITE Law has implications in two aspects. Firstly,
it legitimizes electronic transactions and documents within the framework of contract law and the law of evidence to ensure legal
certainty. Secondly, it classifies unlawful acts and violations related to information technology abuse and imposes criminal
sanctions, thus providing legal protection to both parties. In practice, although the government has formulated policies and
regulations related to electronic transactions, there are still issues that leave consumers in a vulnerable position, such as cases of
breach of contract.
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Based on the above description, it is evident that there are still many challenges in electronic buying and selling transactions
using the Smart Transaction System that remain unresolved within the legal framework of Indonesia. Therefore, the research aims
to examine the influence of national law, specifically the ITE Law, on the security and increased sales of batik UMKM in Semarang,
particularly when using the Smart Transaction System. The research questions raised in the study are as follows:

1. What is the significance of the influence of national law, specifically the ITE Law, on the use of the Smart Transaction System by
batik UMKM in Semarang during electronic buying and selling transactions in the Digital Literacy Era of the Smart Economy?

2. How does the influence of national law, specifically the ITE Law, impact the convenience of using the Smart Transaction System
for batik UMKM in Semarang during electronic buying and selling transactions in the Digital Literacy Era of the Smart Economy?
3. What is the impact of national law, specifically the ITE Law, on the security of transactions using the Smart Transaction System
for batik UMKM in Semarang during electronic buying and selling transactions in the Digital Literacy Era of the Smart Economy?
4. How does the influence of national law, specifically the ITE Law, contribute to the increased production and performance of
batik UMKM in Semarang when using the Smart Transaction System during electronic buying and selling transactions in the Digital
Literacy Era of the Smart Economy?

5. What is the impact of national law, specifically the ITE Law, on increasing income through the use of the Smart Transaction
System for batik UMKM in Semarang during electronic buying and selling transactions in the Digital Literacy Era of the Smart
Economy?The current research addresses critical issues related to the adoption of digital payment systems in UMKM, particularly
in the batik industry, within the context of the Smart Economy. While there is existing literature on the adoption of technology in
UMKM, there is a notable research gap in understanding the specific influence of national law, such as the ITE Law, on the security,
convenience, and performance of UMKM, as well as its impact on economic growth in a digital economy.The research aims to fill
the gap by providing insights into the role of legal protection and regulatory frameworks, specifically the ITE Law, in shaping the
digital landscape for UMKM in the batik industry in Semarang. Understanding the influence is crucial in harnessing the potential
of digital transactions to empower UMKM, boost economic growth, and enhance the resilience of the local economy, especially
in the post-pandemic era.The research contributes to academic knowledge but will also have practical implications for
policymakers, UMKM entrepreneurs, and the broader society. It will shed light on the importance of legal frameworks in fostering
a conducive environment for digital transactions and promoting economic development through UMKM empowerment.

METHODS

The research adopts a qualitative research design with an exploratory approach. Qualitative research is utilized to gain a deeper
understanding of the influence of national law, specifically the ITE Law, on the security, convenience, and performance of UMKM
in the batik industry, as well as its impact on economic growth in the context of the Smart Economy (Azari & Rashed-Ali, 2021;
Bryant, 2017; Chiu, 2016; Dresch et al., 2015; Figueroa, 2016; Munck et al., 2014; Niaz & Rivas, 2016).The data collection process
involved conducting interviews with key stakeholders. These interviews included UMKM entrepreneurs from the batik industry
legal experts, government officials and representatives from industry associations. The purpose of these interviews was to gain
insights into how UMKM in Semarang has been practically impacted by the use of Smart Transaction Systems and the
implementation of the ITE Law.Additionally a thorough literature review was conducted to gather data. The review encompassed
journals, government reports, legal documents and other relevant publications that focused on UMKM, digital transactions and
the ITE Law. The aim was to establish a background and theoretical framework for the research.To ensure a range of perspectives
a purposive sampling method was employed for selecting UMKM participants in the batik industry in Semarang who actively
engage in transactions using the Smart Transaction System.The collected interview data was transcribed verbatim to maintain
accuracy and preserve its content. Thematic analysis techniques were then applied to identify patterns and themes, within data.
Through coding and identification of recurring patterns key findings were determined. Ethical considerations were paramount in
conducting the research. Informed consent was obtained from all participants before conducting interviews. Confidentiality and
anonymity were assured, and the data collected were used solely for research purposes.Data Validation. To ensure the validity of
the findings, member checking was performed, where participants were given the opportunity to review the research findings and
provide feedback to confirm their accuracy and alignment with their experiences.

Data Synthesis and Interpretation. The collected data, both from interviews and the literature review, were synthesized and
interpreted to address the research objectives. The findings were organized thematically, linking the influence of the ITE Law to
the security, convenience, and performance of UMKM in the batik industry and its impact on economic growth.It is important to
acknowledge the limitations of the research. The qualitative nature of the study may limit the generalizability of the findings. The
study focused on the batik industry in Semarang and may not fully represent all UMKM sectors in Indonesia. Additionally, external
factors beyond the scope of the research may also influence the outcomes of UMKM.The research contributes to a better
understanding of the practical implications of the ITE Law on UMKM, particularly in the context of digital transactions within the

JEFMS, Volume 07 Issue 01 January 2024 www.ljefm.co.in Page 131



http://www.ijefm.co.in/

Empowering Batik Artisans: The Synergy of UU ITE and Smart Transaction Technologies in SMEs

Smart Economy. The discoveries can provide insights for policymakers, medium sized business owners and individuals involved in
promoting an environment that facilitates digital transactions. The turn will contribute to development and the empowerment of
medium sized businesses.

RESULT AND DISCUSSION
1. Urgency of the Influence of National Law/UU ITE on the Use of Smart Transaction System in Batik SMEs in Semarang in Electronic
Transactions in the Digital Literacy Era of the Smart Economy

In the context of the Smart Economy, which plays a role, in Smart Cities it is important to have a functioning Smart Transaction
System. The system ensures that transactions are conducted efficiently and securely, benefiting consumers by increasing their
income and transaction security. However as we engage in transactions concerns about data protection and privacy naturally
arise. It is imperative to pass the Personal Data Protection Bill to strengthen existing regulations on data protection and provide
citizens with optimal legal certainty. The current legislation pertaining to privacy and data protection like the ITE Law has
limitations as it is focused on sectors than being comprehensive. The restricts its ability to effectively safeguard data. Research
findings indicate that consumers in the Digital Literacy era often find themselves in positions when engaging in transactions. Legal
issues can arise, such as accounts that can automatically drain buyers’ funds. While the current ITE Law adequately addresses
these issues updates are needed to address the rising trend of cybercrimes and ensure protection, for both SMEs and consumers
(Batmetan & Kainde, 2022; Chawviang & Kiattisin, 2022; Dash, 2022; Deng et al., 2022; Gao & Li, 2022; Govada et al., 2022;
Kaluarachchi, 2022).

The Smart Economy, which aims to enhance efficiency and technology, in areas the Smart Transaction System plays a role. It
facilitates secure and efficient transactions for both consumers and small and medium enterprises (SMEs) which are vital for the
growth of the digital economy. However with the increasing prevalence of transactions concerns regarding data privacy and
security have emerged. The urgency to pass the Personal Data Protection Bill stems from the fact that Indonesia’s current legal
framework lacks provisions to safeguard data in the digital realm. The both consumers and small businesses puts risk of
experiencing data breaches and falling victim to cybercrimes. (Alidadi & Sharifi, 2022; Attaran et al., 2022; Suprayitna et al., 2021;
Tsoutsa et al., 2021; Vinod Kumar et al., 2021; Wolniak & Jonek-Kowalska, 2021; Yeung, 2021).

2. Influence of National Law/UU ITE on Comfort in Using the Smart Transaction System in Batik SMEs in Semarang in Electronic
Transactions in the Digital Literacy Era of the Smart Economy

The Smart Transaction System prioritizes the safety and legal protection of consumers and SMEs in the batik industry, in
Semarang. It is crucial to ensure their security during transactions and provide them with experience. Research shows that the
combination of the Consumer Protection Act of 1999 and the ITE Law offers certainty to consumers who engage in transactions.
These laws do not support growth in Indonesia but also act as a preventive measure against cybercrimes creating a favorable
environment for online transactions. By implementing the Smart Transaction System we emphasize the importance of protecting
consumers and SMEs, those involved in the batik industry in Semarang. When consumers and SMEs have confidence in the
electronic transaction framework, they are more likely to engage in business activities. The Consumer Protection Act of 1999 along
with the ITE Law ensures that consumers are well protected when conducting transactions. The strong legal foundation builds
trust within the marketplace drives growth and encourages increased participation, in transactions. (Nicolas et al., 2021; Nincevi¢
Pasali¢ et al., 2021; Parra-Dominguez et al., 2021; Purnomo et al., 2021; Rodriguez Bolivar, 2021; Hsu, Wu, et al., 2021; Krishnan
& Ganesan, 2021; Lim et al., 2021; F. Liu et al., 2021; W. Liu et al., 2021).

3. Influence of National Law/UU ITE on Transaction Security Using the Smart Transaction System in Batik SMEs in Semarang in
Electronic Transactions in the Digital Literacy Era of the Smart Economy

The ITE Law holds importance in Indonesia as it governs information and electronic transactions ensuring the safety and security
of these transactions. It criminalizes activities that pose a threat to the integrity and security of transactions such as manipulating
data engaging in cyberbullying and spreading hate speech. Additionally the law recognizes the validity of evidence in court
proceedings. Moreover according to the ITE Law an electronic transaction occurs when a sender sends an offer through a means
of communication, and it is accepted by the receiver. The provision contributes to transaction security by ensuring that such
transactions are legally binding and protected by law. Alongside regulations the ITE Law helps prevent crimes and provides a
secure environment for both small to medium enterprises (especially those in the Semarang batik industry) and consumers to
carry out online transactions using the Smart Transaction System. The ITE Law plays a role in enhancing transaction security. It
addresses forms of cybercrimes like data manipulation and cyberbullying that can harm both consumers and SMEs alike. Moreover
recognizing evidence as valid in court ensures that transactions conducted through means are legally binding and can be upheld
in case of disputes. The legal framework creates an environment where businesses (including SMEs, in the batik industry) as
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consumers can confidently engage in transactions. (Abu-Rayash & Dincer, 2021; Algahtani et al., 2021; Andronie et al., 2021;
Bjgrner, 2021; Hsu, Qiao, et al., 2021; Vinod Kumar, 2020; Smékalova & Kucera, 2020; Stlbinger & Schneider, 2020; Tomal, 2020).
4. Influence of National Law/UU ITE on Increasing Production and Performance of Batik SMEs in Semarang Using the Smart
Transaction System in Electronic Transactions in the Digital Literacy Era of the Smart Economy
The growth of medium enterprises (SMEs), in Indonesia has been hampered by the lack of legal safeguards. The limited access to
resources and technology faced by SMEs is often seen as a disadvantage than a consequence of support and empowerment. By
implementing the ITE Law we can foster the growth of SMEs. Establish a competitive landscape for businesses including those in
the batik industry in Semarang. Providing protection is vital for businesses particularly considering the challenges posed by
liberalization. With the security offered by the ITE Law, SMEs those in the batik industry in Semarang will be able to boost their
sales through transactions. Consequently will enhance production levels and overall performance. SMEs encounter challenges due
to resources and technological constraints that can hinder their ability to compete with enterprises without sufficient legal
protection. However with measures outlined in the ITE Law put into effect we can level the playing field, for SMEs’ growth and
success. When operating within an environment supported by law SMEs have chances of increasing sales volume which leads to
production levels and overall performance. (Sharafutdinov et al., 2020; Smékalova & Kucera, 2020; Stlibinger & Schneider, 2020;
Tomal, 2020; Kézai et al., 2020; Lima, 2020; Mohammadian et al., 2020; Moradi, 2020).
5. Influence of National Law/UU ITE on Increasing Income Using the Smart Transaction System in Batik SMEs in Semarang in
Electronic Transactions in the Digital Literacy Era of the Smart Economy

The rise of technology and the internet traditional forms of commerce are slowly becoming outdated. Consumers now prefer
the convenience of transactions, through computers or smartphones connected to the web. The Smart Transaction System offers
a solution by enabling transactions. However there is always a concern about data breaches when it comes to transactions. That's
where the ITE Law comes into play ensuring security and legal certainty for individuals by recognizing evidence as criminalizing
malicious activities online. The implementation of the law promotes growth in the economy, especially benefiting medium sized
enterprises (SMEs) in industries like Semarang batik. It guarantees convenient transactions for these businesses. The shift from
commerce to transactions is driven by consumers’ demand for convenience and efficiency which the Smart Transaction System
fulfills by providing a streamlined approach. Nevertheless ensuring protection against data breaches remains a concern in today’s
age. Thankfully the ITE Law addresses concern by acknowledging evidence and punishing those engaged in activities online. By
establishing such a framework individuals and SMEs can engage in transactions, with confidence and trust. As a result SMEs
operating within Semarang batik industry can witness increased sales and production levels ultimately leading to income
prospects. (Lima, 2020; Kézai et al., 2020; Garcia & Goundar, 2020; de Pablos, 2020; Aigbavboa et al., 2020; Badri, 2020; Bloom,
2020; Das, 2020; de Pablos, 2020).The research is unique because it explores the intersection of UU ITE, Smart Transaction
Systems, and the batik industry, in Semarang. It emphasizes the importance of providing protection and support for medium sized
enterprises (SMEs) in today’s digital era. The study highlights how technology can contribute to growth, enhance security and
promote development. By combining UU ITE with Smart Transaction Systems the research sheds light on how these advancements
can empower SMEs in Semarang batik industry. It also provides insights into the implications of these technologies and legal
frameworks. Ultimately the research benefits policymakers, entrepreneurs, and stakeholders, by creating an environment for
transactions that fosters economic growth while empowering SMEs in Indonesia.

CONCLUSION

In conclusion the introduction of Smart Transaction Systems holds significance in promoting the growth of Medium Enterprises
(SMEs), in the batik industry in Semarang, Indonesia. The study findings indicate that the existing legal framework, including laws
like the ITE Law and PSTE Regulation is well prepared to handle regulations concerning matter. For example under Article 27
Paragraph 3 of the ITE Law there are provisions for protection against distribution or transmission of derogatory content through
Electronic Information and/or Electronic Documents. Those found guilty could face imprisonment for up to four years or a fine of
IDR 750,000,000. It is also important to recognize that incorporating Smart Transaction Systems into sales transactions is crucial
due to their systems and verification processes managed by all parties involved. However there remains a need for regulations
governing the use of Smart Transaction Systems in sales processes. The requirement arises from the growing popularity of cashless
transactions each year. It emphasizes how crucial it is to provide certainty and security for both SMEs in Semarang batik industry
and consumers/buyers involved in sales transactions. The goal is to improve production processes and thereby enhance
transactions, income levels and overall transaction security, for those utilizing the Smart Transaction System.

For policymakers and those in charge it would be an idea to keep improving and revising the laws to tackle the new challenges
and opportunities that arise in the digital economy. Taking an approach, will create an environment that encourages medium sized
businesses to adopt Smart Transaction Systems, which will contribute to Indonesia’s economic growth over time. It's also
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important to run awareness campaigns and educational programs so that SMEs and consumers are well informed about the

advantages and protections offered by these frameworks. To build trust and encourage people to make use of these technologies.
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