
West Science Law and Human Rights 

Vol. 1, No. 04, October 2023, pp. 141-148   

  

Journal homepage: https://wsj.westscience-press.com/index.php/wslhr 

The Role of Competition Law in Encouraging Innovation and 

Competitiveness of Companies in West Java 
 

Emmi Rahmiwita Nasution1, Henry Kristian Siburian2, Loso Judijanto3, Efendi Sugianto4 
1Universitas Asahan 

2Universitas Budidarma Medan 
3IPOSS Jakarta 

4IAIN SAS Babel 

 

Article Info  ABSTRACT  

Article history: 

Received October 2023 

Revised October 2023 

Accepted October 2023 

 

 This study explores the complex relationships that exist between 

innovation, competitiveness, and competition legislation in West Java, 

Indonesian businesses. West Java's varied industrial landscape makes 

it a perfect place to study how competition legislation influences 

creativity and competitiveness. Using a mixed-method approach, the 

study combines survey data that is quantitatively collected with 

qualitative information obtained through interviews. The results show 

that a sizable majority of West Javan businesses have a favorable 

opinion of competition legislation and see it as a tool for ensuring 

openness and fair competition. Notably, a significant fraction of these 

businesses also devotes a notable amount of their resources to research 

and development (R&D) and actively participate in innovation 

activities. According to the survey's findings, firms may be encouraged 

to invest in innovation by competition laws that are properly 

implemented, which is consistent with neoclassical economic theory. 

In spite of the favorable attitudes and investments in innovation, there 

are differences amongst West Javan enterprises in competitiveness 

metrics like market share and profitability. This highlights the intricate 

connection—which varies depending on the sector and industry—

between company competitiveness and competition legislation. 

Qualitative insights gleaned from interviews shed light on the 

dynamics and obstacles unique to the industry, highlighting the 

necessity of customized strategies for competition law enforcement. 

The paper also outlines obstacles, including a lack of knowledge about 

competition law among enterprises, resource limitations that 

regulatory bodies must deal with, and worries about intellectual 

property protection in very competitive markets. These results 

highlight the need of raising awareness and developing capacity 

among regulatory agencies as well as businesses. The research has 

consequences for policymaking as well, pointing to the need for 

programs to raise business understanding, provide funding to 

regulatory bodies, and create safeguards for intellectual property 

rights. The study adds to our knowledge of how competition 

legislation affects corporate behavior and offers insightful information 

that can guide regulatory strategies in developing nations like West 

Java. 
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1. INTRODUCTION  

Competition law indeed plays a 

significant role in fostering innovation and 

enhancing the competitiveness of companies. 

It does so by promoting fair competition, 

preventing anti-competitive practices, and 

safeguarding the interests of consumers and 

market participants [1]–[9]. Firstly, 

competition law encourages innovation by 

creating an environment where companies 

strive to outperform each other. This 

competition drives firms to innovate, improve 

their products and services, and find more 

efficient ways of operating to gain a 

competitive edge [5], [10], [11]. 

Secondly, competition law prevents 

anti-competitive practices such as 

monopolies, cartels, and abusive behavior by 

dominant firms. By doing so, it ensures that 

markets remain open and competitive, 

providing companies with the opportunity to 

compete on a level playing field [3], [7]. This, 

in turn, can stimulate innovation as firms seek 

to differentiate themselves and gain market 

share. Thirdly, competition law safeguards 

the interests of consumers and market 

participants. It does this by ensuring that 

companies compete fairly and do not engage 

in practices that harm consumers or other 

market participants. This can lead to a wider 

choice of better-quality products and services 

for consumers, and a more dynamic and 

competitive business environment [2], [4], [6]. 

However, it's important to note that 

the effectiveness of competition law in 

fostering innovation and competitiveness 

depends on the quality of the competition 

policy and its enforcement. The mere 

existence of rules intended to protect 

competition does not suffice to generate the 

desired results. What is needed is a "good" 

competition policy, which is effectively 

enforced and adapted to the specific 

economic, institutional, and cultural 

characteristics of each country [5], [7]. In 

conclusion, competition law plays a critical 

role in shaping the economic landscape of 

modern societies, fostering innovation, and 

enhancing the competitiveness of companies. 

However, the effectiveness of competition law 

in achieving these goals depends on the 

quality of the competition policy and its 

enforcement. This research embarks on a 

comprehensive examination of the intricate 

relationship between competition law and its 

effects on the innovation and competitiveness 

of companies operating within the dynamic 

business environment of West Java. 

West Java, an economic powerhouse 

in the center of Indonesia, is distinguished by 

a thriving business ecosystem and a wide 

range of sectors. The area is home to a diverse 

range of businesses, from huge corporations 

to small and medium-sized firms (SMEs) 

operating in several industries [12]–[14]. The 

region's economic growth and development 

are greatly aided by these enterprises, which 

makes it the perfect place to look into how 

competition law affects their business 

practices [15]–[17]. 

The goal of competition law is to 

protect market participants from unfair 

restrictions and anti-competitive actions 

while promoting fair and transparent 

competition [10], [18]–[20]. It aims to 

safeguard consumers from monopolistic or 

anticompetitive behaviors while striking a 

balance between encouraging innovation and 

competition. The importance of competition 

legislation in creating an atmosphere that 

encourages innovation and competitiveness 

cannot be overstated as businesses compete 

for market share and look for new growth 

opportunities. 
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Innovation and competition law have 

a complex interaction. On the one hand, in 

order to keep ahead of the competition, 

businesses are continuously looking for 

methods to improve their operations, 

services, and products. However, strict laws 

governing competition may discourage 

businesses from spending money on 

innovation and research and development 

(R&D) out of concern that their trade secrets 

may be revealed. Finding the ideal balance is 

important and varies between sectors, 

industries, and geographical areas. 

Because of its specific economic 

environment, West Java provides an excellent 

opportunity to learn about the workings of 

competition law in a developing country, 

where companies frequently confront 

different possibilities and problems than 

those in more developed markets. Examining 

how competition law affects innovation and 

competitiveness in this particular setting will 

not only further knowledge of the impacts of 

competition law but also offer valuable 

information for policymakers in West Java 

and elsewhere.  

 

2. LITERATURE REVIEW  

2.1 Theoretical Frameworks 

Economic theory serves as the 

foundation for competition law, sometimes 

referred to as antitrust law in some 

jurisdictions, which places a strong emphasis 

on the role that competition plays in 

promoting innovation and maintaining 

market competitiveness. Fundamentally, the 

goal of competition law is to stop anti-

competitive behavior that stifles innovation 

and warps markets.  

According to conventional 

neoclassical economic theory, competition 

encourages businesses to innovate. 

Businesses are motivated to invest in research 

and development (R&D) in order to obtain a 

competitive edge as they fight for market 

share. This paradigm demonstrates how 

innovation and competition are positively 

correlated. The theory of "creative 

destruction," first put out by Joseph 

Schumpeter, contends that innovation is 

essential to economic expansion. This process 

can be aided by competition legislation, which 

prohibits monopolistic behavior that prevents 

new players from entering markets. With an 

emphasis on the legal and regulatory 

framework, this viewpoint emphasizes how 

competition law influences consumer 

behavior. It highlights how effective antitrust 

regulations foster an atmosphere that is 

favorable to innovation. 

2.2 Empirical Studies 

The relationship between competition 

law enforcement and innovation is indeed a 

complex one, with various factors influencing 

its effectiveness across different sectors and 

regions. 

Empirical studies often find a positive 

association between competition law 

enforcement and innovation. For instance, 

Buccirossi et al. (2019) found that robust 

competition law enforcement in the European 

Union was linked to increased innovation 

among firms. This is supported by a study 

that found overwhelming evidence that 

increased competition leads to higher 

productivity and economic growth, and that 

competition law enforcement promotes 

productivity and economic growth [21]. 

However, the impact of competition 

law varies across sectors and industries. 

Industries with high levels of technological 

dynamism, such as the technology sector, 

tend to benefit more from competition law in 

terms of innovation [22]. On the other hand, 

sectors like the air transport sector during the 

Covid-19 crisis faced unique challenges due to 

the stringent EU competition law regime [23]. 

In developing regions, competition 

law may face unique challenges. Limited 

resources, institutional capacity, and 

awareness of the benefits of competition law 

can affect its effectiveness in promoting 

innovation [24]. For instance, in the case of 

Indian competition law enforcement, it was 

found that the governments lack in promoting 

sustainable economic growth through 

competition reforms, due to capacity building 

issues, institutional reforms, and roles to be 

played by various stakeholders [24]. 
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Similarly, in post-conflict societies like 

Kosovo and Serbia, the application of 

competition rules is limited due to clear 

market interests of all local, regional, and 

global powers [25]. 

In conclusion, while competition law 

enforcement can foster innovation and 

competitiveness, its impact is influenced by a 

multitude of factors including the nature of 

the industry, the socio-economic context, and 

the institutional capacity of the region. 

Therefore, it is crucial to consider these factors 

when designing and implementing 

competition laws to ensure their effectiveness 

in promoting innovation and 

competitiveness. 

 

3. METHODS  

This study adopts a mixed-methods 

research approach, combining quantitative 

and qualitative methodologies to provide a 

comprehensive understanding of the complex 

relationship between competition law, 

innovation, and competitiveness in West Java. 

The choice of mixed methods allows us to 

triangulate findings, validate conclusions, 

and capture both quantitative trends and 

qualitative insights. 

3.1 Data Sources 

Quantitative Data: The quantitative 

component of this study involves a survey of 

a representative sample of firms in West Java. 

A structured questionnaire will be used to 

collect data on perceptions of competition 

law, innovation strategies, and 

competitiveness indicators. The survey 

instrument will be developed based on 

existing literature and pilot tested to ensure its 

reliability and validity. 

Qualitative Data: Qualitative insights 

will be collected through in-depth interviews 

with key stakeholders, including 

representatives from the Competition 

Supervisory Commission (KPPU), legal 

experts, and business leaders. These 

interviews will provide a deeper 

understanding of the challenges and 

opportunities presented by competition law 

in the context of West Java. 

3.2 Data Collection 

Survey Design and Administration 

A random sample of companies from 

various sectors in West Java was selected for 

this survey. The survey was conducted both 

online and face-to-face, taking into account 

the preferences of participating companies, a 

total of 150 samples were involved in this 

study. Face-to-face interviews will be 

conducted if respondents prefer face-to-face 

interaction. The survey will cover areas such 

as: 

1. Perceptions of competition law and its 

enforcement. 

2. Innovation and investment activities, 

including research and development. 

3. Competitiveness indicators, including 

market share, profitability, and market 

growth. 
3.3 Interviews 

In-depth interviews with key 

stakeholders were semi-structured and 

conducted in person or through 

telecommunication platforms. The interviews 

explored participants' perspectives on the 

impact of competition law on their sector, the 

challenges they face, and the steps taken to 

foster innovation and competitiveness. The 

qualitative data collected will be transcribed 

and thematically analyzed. 5 informants were 

involved in this study. 

3.4 Secondary Data 

Complementing the primary data, 

secondary data sources, including legal texts, 

policy documents, and economic reports, will 

be reviewed to provide context and 

strengthen the findings. 

3.5 Data Analysis 

2.5.1 Quantitative Data Analysis 

Quantitative data collected from the 

survey was analyzed using SPSS statistical 

software. Descriptive statistics, such as 

means, frequencies, and correlations, will be 

used to provide an overview of the survey 

responses. Inferential statistics, including 

regression analysis, will be used to identify 

relationships between variables and to test 

hypotheses. This will help us understand the 

effect of competition law on indicators of 

innovation and competitiveness. 
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3.5.2 Qualitative Data Analysis 

Qualitative data from the interviews 

will be analyzed using thematic content 

analysis. Transcripts will be coded, 

categorized, and organized into themes. This 

analysis will reveal nuanced insights into the 

role of competition law in West Java, its 

challenges, and its implications for innovation 

and competitiveness. 

 

4. RESULTS AND DISCUSSION  

Present the results of our research, 

combining both quantitative data from the 

survey and qualitative insights from the 

interviews. These findings shed light on the 

role of competition law in fostering 

innovation and competitiveness among 

companies in West Java and provide valuable 

insights into the local business landscape. 

4.1 Perception of Competition Law 

The survey revealed that 75% of the 

surveyed companies in West Java hold a 

positive perception of competition law, 

viewing it as a crucial mechanism for 

ensuring fair and transparent business 

practices. In interviews with key stakeholders, 

several participants cited competition law's 

role in fostering a level playing field. For 

instance, one respondent mentioned, 

"Competition law ensures that no one has an 

unfair advantage, which encourages us to be 

more innovative and competitive." 

The overwhelmingly positive 

perception of competition law among 

companies in West Java aligns with the 

theoretical framework that suggests 

competition promotes innovation. This is an 

encouraging sign for policymakers and 

indicates that businesses in the region 

understand the importance of a competitive 

environment. 

4.2 Innovation Activities and 

Investments 

Our survey found that 60% of the 

surveyed companies actively engage in 

innovation activities, allocating an average of 

10% of their annual budget to research and 

development (R&D). During interviews, a 

number of participants highlighted the 

importance of innovation for staying 

competitive. One interviewee stated, 

"Innovation is key in our industry, and we 

invest significantly in R&D to ensure we stay 

ahead of the competition." 

The survey results suggest that a 

significant proportion of companies in West 

Java actively invest in innovation. The 

allocation of budgets to R&D supports the 

idea that companies respond to competitive 

pressures by innovating and enhancing their 

products and processes. 

4.3 Competitiveness Indicators 

Competitiveness indicators, 

including market share, profitability, and 

market growth, vary among the surveyed 

companies. Some firms report substantial 

growth, while others face challenges in 

maintaining market share and profitability. 

Interview responses revealed that competitive 

dynamics differ across industries. For 

instance, a participant from the technology 

sector mentioned, "Our industry is highly 

competitive, and market share fluctuates 

rapidly. It's a constant challenge to stay 

competitive." 

The variation in competitiveness 

indicators supports the notion that 

competition law may have different effects on 

companies in different sectors and contexts, as 

highlighted in the literature. This reinforces 

the importance of sector-specific analysis 

when considering the impact of competition 

law. 

4.4 Challenges and Opportunities 

Interviews with key stakeholders 

provided insights into the challenges and 

opportunities presented by competition law 

in West Java. Challenges included limited 

awareness among businesses about their 

rights and obligations under competition law, 

resource constraints faced by regulatory 

bodies like the KPPU, and concerns about the 

protection of intellectual property in highly 

competitive environments. The challenges 

identified in the interviews underscore the 

importance of awareness and capacity 

building, not only among companies but also 

among regulatory bodies. These findings 

emphasize the need for tailored approaches to 
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competition law enforcement in developing 

regions like West Java. 

Implications for Policymaking 

The results and discussions have 

several important implications for 

policymakers. Effective competition law 

enforcement should be complemented by 

efforts to enhance awareness among 

businesses, provide resources to regulatory 

authorities, and establish mechanisms to 

protect intellectual property, especially in 

innovation-intensive industries. 

Contributions and Future Research 

This study contributes to the existing 

body of knowledge by providing insights into 

the interplay between competition law, 

innovation, and competitiveness in a dynamic 

and evolving business landscape like West 

Java. The research findings offer valuable 

lessons for other developing regions, 

demonstrating the multifaceted role of 

competition law. Future research in this area 

could delve deeper into sector-specific 

analyses, explore the impact of competition 

law on SMEs, and investigate how external 

factors, such as global economic trends, 

influence the effectiveness of competition law. 

 

5. CONCLUSION 

In conclusion, our research on "The 

Role of Competition Law in Encouraging 

Innovation and Competitiveness of 

Companies in West Java" provides valuable 

insights into the complex dynamics of 

competition law in a dynamic and evolving 

business landscape. The findings affirm that, 

in West Java, competition law is perceived 

positively by a significant majority of 

businesses, underscoring its importance in 

ensuring fair competition and transparent 

market practices. Moreover, the research 

demonstrates that competition law has a 

motivating effect on innovation activities 

among companies in West Java. A substantial 

proportion of these companies invest in 

research and development (R&D), signaling 

their commitment to staying competitive and 

innovative. This aligns with neoclassical 

economic theory, which postulates that 

competition stimulates firms to innovate. 
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