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Free Trade Areas (FTAs) offer significant opportunities for Micro, Small and Medium Enterprises (MSMESs)
by providing access to international markets without tariff barriers. However, MSMEs often face challenges
such as limited understanding of FTA regulations and difficulties in accessing global markets. This article
discusses the need to develop a global digital marketplace platform specifically designed for MSMEs with FTA
integration to address these challenges. The study uses a qualitative approach, analyzing relevant journals
and articles to identify the needs of MSMEs and how digital platforms can support them in maximizing the
benefits of FTAs. The discussion aims to provide solutions to market access limitations and information
barriers, contributing to the growth and innovation of MSMES towards a more inclusive and sustainable digital
economy.
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The Free Trade Area offers significant opportunities for SMEs to market their products without tariff barriers
thanks to FTAs. However, many SMEs face challenges such as a lack of understanding of FTA regulations and
limited access to international markets. This article aims to describe the development of global digital
marketplace platforms specifically designed for SMEs. The method used in this article is qualitative, involving
the review and analysis of relevant journals and articles to understand the needs of SMEs and how global digital
marketplace platforms can meet those needs. The discussion in this article is expected to provide solutions and
opportunities for MSMESs to compete optimally in the global market by utilizing the integrity of FTAs through
digital platforms, while also realizing an inclusive and sustainable digital economy.

Introduction

Free Trade Agreements (FTA) are agreements between countries aimed at creating broader free markets to
enhance regional economic competitiveness and expand markets for domestic products. These agreements
outline new economic directives as a collective effort to boost economic cooperation, which is intended to
accelerate economic growth and development in member countries The goal of FTAs is to eliminate tariff
barriers among countries with the vision of integrating economies into a single production base and creating a
regional market, which will be achieved through the elimination of intra-regional tariffs and non-tariff barriers
(Widyasanti, 2010). This opens up opportunities for member countries, especially Micro, Small, and Medium
Enterprises (MSMES), to grow faster. With the existence of FTAs, MSMESs have broader access to international
markets, enabling them to increase export volumes and optimize production capacities. Free trade agreements
not only provide greater market access but also open up opportunities to acquire raw materials at lower costs
and advanced technologies from partner countries (Prasetyo, 2020).

MSMEs play a crucial role in job creation, poverty alleviation, and more equitable income distribution. In
Indonesia, MSMEs contribute more than 60% to GDP and 97% to total employment (Tambunan, 2008). In
addition to job creation and GDP contribution, MSMEs also drive innovation and entrepreneurship. MSMEs
tend to be more adaptable to market and technological changes, often becoming pioneers in product and service
innovation. The presence of MSMEs also helps in more equitable wealth distribution, reducing economic
inequality, and improving the welfare of communities in various regions. MSMEs have great potential in
driving innovation and inclusive economic growth, especially in sectors that have not been widely explored by
large companies (Purnomo & Sidharta, 2016).

MSMEs face many challenges when entering international markets, including limited financial resources,
lack of knowledge about foreign markets, and difficulties in building distribution networks. These barriers can
hinder their ability to compete effectively on a global scale (Halliday & LI, 2001). MSMEs face various
challenges in entering international markets, especially under free trade agreements (FTA). One of the main
challenges is non-tariff barriers, which include stringent regulations, certification requirements, and varying
quality standards between countries. MSMEs need to deeply understand the regulations in target markets to
meet these requirements, often requiring investment in certification and quality standards. For example,
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product quality standards in the European Union may differ significantly from those in the United States or
Asia, requiring MSMEs to incur additional costs to ensure their products comply with these various standards
(Natsuda & Thoburn, 2013). To maximize the benefits of the FTA and overcome these barriers, digital
platforms play a key role in supporting MSMEs by providing platforms and services that facilitate various
operational aspects such as market information, marketing, sales, and logistics. The use of digital platforms
enables MSMEs to expand their market reach globally, optimize business processes, and increase operational
efficiency. Additionally, digital platforms can help MSMEs manage supply chains, speed up transaction
processes, and provide important data for strategic decision-making (Firdaus, 2023). Thus, digital platforms
can reduce trade barriers, enabling MSMEs to expand their customer base, enhance competitiveness, and
ultimately drive sustainable economic growth (Alam et al., 2023).

Digital platforms play a crucial role in realizing an inclusive and sustainable digital economy. With these
platforms, individuals and MSMEs can more easily connect with global markets, access information, and
obtain various services that were previously difficult to reach. This supports economic inclusiveness by
providing more equal opportunities to all segments of society (Setiawan & Putri, 2022). Digital platforms such
as e-commerce, marketplaces, and social media facilitate MSMES to engage in cross-border interactions more
efficiently and effectively. Digital technology eliminates many traditional barriers, such as geographical
boundaries and high transaction costs, allowing MSMEs from various countries to compete in international
markets. Digital platforms not only provide access to global markets but also support MSMEs with business
management tools, data analysis, and access to financing services (Sugiharto & Wahyuni, 2019). However,
providing these platforms presents challenges that need to be addressed, including technology compatibility,
data security, and high implementation costs to create a stable platform (Haryanto, 2021). These challenges are
also influenced by the digital divide between developing and developed countries, which can hinder effective
system integration in the context of free trade. To address this issue, it is important to adopt technological
approaches and strengthen international cooperation in data security standards and system integration
(Nurhayati & Wijaya, 2020).

Research Method

This research uses a qualitative approach aimed at analyzing the role of FTAs and digital platforms in
supporting Micro, Small, and Medium Enterprises (MSMES) with the goal of creating a sustainable economy.
The data used in this research is obtained through a literature study that includes various scientific articles,
journals, reports, and other relevant official publications related to the research topic. The data is then
thematically analyzed to identify the challenges and opportunities faced by MSMEs in leveraging FTAs
through Digital Platforms. This research aims to provide solutions for MSMEs to better utilize FTAs and
minimize existing barriers.

Result and Analysis

In the era of globalization and free trade, Micro, Small, and Medium Enterprises (MSMES) play a crucial
role in both national and international economies. However, to maximize their potential, MSMEs must be able
to overcome various challenges arising from competition in the global market. Free Trade Agreements (FTAS)
provide significant opportunities for MSMESs to expand their market reach and increase competitiveness.
However, behind these opportunities, there are significant barriers such as regulatory complexity, export-
import requirements, and limited access to global market information.

1. Advantages and Disadvantages of FTAs for MSMEs

The advantages of FTAs for MSMEs include broader market access, opening doors for MSMES to enter
international markets without tariff barriers, making their products more competitive abroad. Furthermore,
benefits include tariff barrier elimination, the removal or reduction of import/export tariffs helps MSMEs lower
operational costs, increase profits, and expand their customer base. Additionally, there is the opportunity to
access a broader range of raw materials and technologies: MSMEs can import raw materials and advanced
technologies at lower costs from FTA partner countries, which can enhance production efficiency and product
innovation.

On the other hand, the disadvantages of FTAs for MSMEs include more intense competition. The opening
of global markets requires MSMEs to compete with foreign companies that may have larger production
capacities and more extensive resources, which can pressure their market position. Moreover, there are
regulatory standards for each FTA member country, where each country has different regulations and
standards, which can confuse and burden MSMEs, especially if they lack the resources to understand and
comply with these requirements. The stronger interest in foreign products also poses a disadvantage for
MSMEs: local communities who are more interested in buying foreign products may cause a decline in the
local economy of MSMEs in the area.
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2. Digital Platforms in a Sustainable Global Economy

Digital platforms play a crucial role in realizing a sustainable global economy, particularly in supporting
Micro, Small, and Medium Enterprises (MSMESs). With these platforms, MSMEs can reduce operational costs,
optimize inventory management, and improve more targeted and environmentally friendly marketing
strategies. Digital platforms also empower the local economy by encouraging innovation and entrepreneurship,
through the provision of business management tools, data analysis, and financing, enabling MSMEs to develop
new products and adapt to market changes. Additionally, digital platforms can be a solution to reducing carbon
footprints by optimizing logistics and better distribution, making shipments more efficient and environmentally
friendly. According to (Maghfiroh et al., 2023) digital platforms minimize market access barriers and enable
economic actors from various levels to participate in the global market, contributing to inclusivity and a
sustainable economy, where small business actors can compete in the global market without sacrificing
environmental aspects.

Based on the journals and articles researched, several findings related to the advantages and disadvantages of
digital platforms for MSMEs were identified. The advantages of digital platforms for MSMEs include the ease
of accessing markets, high operational efficiency and flexibility, easy receipt and exchange of information, and
the acceleration of transaction processes.

The disadvantages of digital platforms for MSMEs include the lack of knowledge related to Technology,
intense competition, high dependency on Platforms, and Data Security issues. Digital platforms create many
new opportunities for MSMEs, playing a crucial role in supporting a sustainable global economy. With these
platforms, MSMEs can access wider markets, reduce operational costs, and increase efficiency and flexibility
in running their businesses Digital platforms also enable rapid information exchange and simplify transaction
processes, allowing MSMEs to respond more effectively to market demands. The adoption of digital
technology encourages innovation in product and service development, ultimately increasing the
competitiveness of MSMEs in the global market. However, there are challenges that MSMEs must face in
utilizing digital platforms, such as the lack of knowledge and technological skills, which often become barriers
for many MSMEs that may not fully understand how to maximize the potential of digital platforms. High
dependency on platforms can pose risks if there are policy changes or technical disruptions, as well as data
security issues, given that MSMEs often lack resources to protect their business information from cyber threats.
The increasingly intense competition in digital markets also requires MSMEs to continuously improve their
strategies and innovations to remain relevant and competitive. Therefore, it is important for MSMES to develop
appropriate strategies in facing the challenges of the globalization era.

3. Integration of FTA Country Systems and Information in Creating a Platform that Supports MSMEs

System and information integration between countries involved in free trade agreements (FTA) plays an
important role in supporting the development of Micro, Small and Medium Enterprises (MSMEs). This
integration allows FTA countries to create a more effective platform in expanding market access, increasing
transparency, and facilitating cross-border trade for MSMEs. According to (Sedyastuti, 2018), to increase
competitiveness, collaboration is needed between the government as a policy maker and accompanying
institutions, especially microfinance institutions, to facilitate credit access and expand marketing information
networks.

The need for increased market access and operational efficiency. With system integration between FTA
countries, MSMEs can access real-time market information, which allows them to be more responsive to
changes in demand and global market trends. According to (Rufaidah, 2024), an integrated information system
also helps MSMEs identify export opportunities, manage supply chains more efficiently, as well as reducing
operational costs through eliminating bureaucratic obstacles and optimizing logistics. With easier access to
data and information, MSMEs can make more precise and strategic business decisions, which ultimately
increases their competitiveness in international markets.

The digital platform developed within the FTA framework provides solutions for MSMEs to carry out
international trade more easily. Through this global platform, MSMEs can connect directly with international
buyers, access information related to export-import regulations and requirements, and utilize safe and efficient
cross-border payment facilities. This digital platform also allows MSMEs to present their products to the global
market without having to go through complicated distribution channels, thereby speeding up the trading process
and expanding their market reach.

Pay attention to MSME Data Security on the FTA Digital Platform. Data security is an important aspect
and must be considered in Digital Platforms (Suryawijaya, 2023) especially with platforms that are integrated
with FTA. FTA member countries must work together to establish complex technology standards and strong
data security to ensure digital platforms can be accessed by MSMEs from various countries, regardless of the
level of technological development in their home countries. It aims to create a global digital economy that is
inclusive and equally sustainable. Developed countries play an important role as partners in providing technical
assistance and resources necessary for the stabilization of the FTA Digital Platform.
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To maximize the benefits of FTAs, member countries also need to develop integrated digital platforms that
combine API, Blockchain and 10T technologies. This integrated platform will make it easy for MSMEs to
access various services such as logistics, payments and marketing through one interface, thereby reducing
operational costs and increasing their operational efficiency in international markets. According to (Ali, 2023)
shows that the application of 10T, Blockchain, and API is very important in the development of e-commerce
because it can increase transparency, security, and efficiency in digital transactions.

Conclusion

The integration of systems and information between countries in Free Trade Agreements (FTAS) plays a crucial
role in supporting the development of Micro, Small, and Medium Enterprises (MSMES) in the global market.
Through system integration, MSMEs can access broader markets, reduce trade barriers, and increase their
competitiveness in international markets. Digital platforms are also an important key in the globalization era,
providing MSMEs with tools and services that facilitate various business aspects such as information exchange,
marketing, and sales. The advantages of digital platforms include high efficiency, broader market access, and
the ability to respond quickly to market changes. However, MSMEs must also overcome various challenges,
such as lack of knowledge, competition, and data security issues. Therefore, efforts to optimize the utilization
of digital platforms and system integration in FTAs must continue, with the aim of creating an inclusive and
sustainable digital economy that can benefit all segments of society.

Recommendation

This article is very limited to the concept of the method used, namely by reviewing the study of documents and
research results on FTA. In the future, it is possible to conduct an in-depth study of FTA regulations in various
countries and a study of differences that can be used as opportunities for economic development and FTA
implementers who are also interested in being involved in economic transfers.

References

Alam, S., Ramadhani, W. P., & Patmaniar, P. (2023). Transformasi Digital UMKM Di Indonesia Selama
Pandemi. Journal Social Society, 3(2), 140-156. https://doi.org/10.54065/jss.3.2.2023.344

Ali, S. A. (2023). Designing Secure and Robust E-Commerce Plaform for Public Cloud. He Asian Bulletin of
Big Data Management.

Firdaus, T. I. (2023). Representation of the Hedonism of the Main Character in Kevin Kwan’s Chinese Novel
Rich Girlfriend. Syntax Idea, 5(7). https://doi.org/10.46799/syntax-idea.v5i7.2416

Halliday, T., & LI, Y. (2001). Small and medium-sized enterprises and internationalization: An overview of
the literature. International Small Business Journal.

Haryanto, A. (2021). Tantangan dan Strategi Implementasi Teknologi Digital pada UMKM. Jurnal Sistem
Informasi Bisnis.

Maghfiroh, F. M., Natalina, S. A., & Efendi, R. (2023). Transformasi Ekonomi Digital: Connection
Integration E-Commerce Dan S-Commerce Dalam Upaya Perkembangan Ekonomi Berkelanjutan.
Proceedings of Islamic Economics, Business, and Philanthropy.

Natsuda, K., & Thoburn, J. (n.d.). Industrial policy and the development of the automotive industry in
Thailand. Asia Pacific Business Review, 2013.

Nurhayati, A., & Wijaya, T. (2020). Keamanan Data dalam Integrasi Sistem Perdagangan Digital. Jurnal
Teknologi Informasi Dan Keamanan Siber.

Permadi, R. N. (2022). Pemanfaatan Media Sosial Sebagai Platform Utama Pemasaran Produk UMKM.
Avant Garde, 10(1), 15. https://doi.org/10.36080/ag.v10i1.1695

Prasetyo, E. (2020). The impact of free trade agreements on SMEs” export performance. International
Journal of Business and Economics.

Purnomo, M., & Sidharta, I. (2016). Potensi dan Strategi Pengembangan UMKM dalam Meningkatkan Daya
Saing Perekonomian Nasional. Jurnal Ekonomi Dan Pembangunan Indonesia.

Rufaidah, E. (2024). Dinamika Ekonomi Internasional: Perubahan, Ketidakpastian, dan Peluang di Era
Society 5.0. Penerbit Adab.

Sedyastuti, K. (2018). Analisis Pemberdayaan UMKM Dan Peningkatan Daya Saing Dalam Kancah Pasar
Global. INOBIS: Jurnal Inovasi Bisnis dan Manajemen Indonesia, 2(1), 117-127.



The 7t International Seminar on Business, Economics, Social Science, and

Technology (ISBEST) 2024
e-ISSN 2987-0461
Vol 4 (2024)

https://doi.org/10.31842/jurnal-inobis.v2i1.65

Setiawan, A., & Putri, D. (2022). Platform Digital dan Inklusivitas Ekonomi: Memberdayakan UKM dan
Individu dalam Ekonomi Global. Jurnal Ekonomi Dan Bisnis Digital.

Sugiharto, T., & Wahyuni, S. (2019). Peran Platform Digital dalam Mendukung UMKM di Era Industri 4.0.
Jurnal Sistem Informasi.

Sukmana, S. (2019). Perjanjian Negara-negara ASEAN dalam Pembentukan Kawasan Perdagangan Bebas
ASEAN (Asean Free Trade Area). PALAR | PAKUAN LAW REVIEW, 5(2).
https://doi.org/10.33751/.v5i2.1188

Suryawijaya, T. W. E. (2023). Memperkuat Keamanan Data melalui Teknologi Blockchain: Mengeksplorasi

Implementasi Sukses dalam Transformasi Digital di Indonesia. Jurnal Studi Kebijakan Publik, 2(1), 55-68.
https://doi.org/10.21787/jskp.2.2023.55-68

Tambunan, T. T. H. (2008). Trade liberalization effects on the development of small and medium-sized
enterprises in Indonesia: A review. Asia Pacific Development Journal.

Widyasanti, A. A. (2010). Perdagangan Bebas Regional dan Daya Saing Ekspor: Kasus Indonesia. Buletin
Ekonomi Moneter dan Perbankan, 13(1), 5-22. https://doi.org/10.21098/bemp.v13i1.251

Yuliawati, A. K., & Aryanti, A. N. (2023). UMKM Unggul dengan Pemasaran Digital dan Co-Creations.
Penerbit Andi.



