
 

 

OFFICIAL PROGRAM 

 

 

 

 

 

  

  Market Report: Indonesia 

VALUE CHAIN DIVERSIFICATION: 

INDONESIA MANUFACTURING AND 
SUPPLY CHAIN CAPABILITIES  

CHAIN CAPABILITIES 



 

      

2 

 

VALUE CHAIN DIVERSIFICATION: 
INDONESIA MANUFACTURING AND SUPPLY 
CHAIN CAPABILITIES 
 

MARKET REPORT: INDONESIA 

 

Date: 9 June 2020 

Language: English 

Number of pages: 22 

Author: SBH Indonesia 

Other sectorial Reports: Are you interested in other Reports 

for other sectors and countries? Please find more Reports 

here: s-ge.com/reports 

DISCLAIMER 

The information in this report were gathered and researched from sources 

believed to be reliable and are written in good faith. Switzerland Global 

Enterprise and its network partners cannot be held liable for data, which might 

not be complete, accurate or up-to-date; nor for data which are from internet 

pages/sources on which Switzerland Global Enterprise or its network partners 

do not have any influence. The information in this report do not have a legal or 

juridical character, unless specifically noted. 

http://www.s-ge.com/reports


 

Contents 

      

3 

1. FOREWORD____________________________ 4 

2. WHY INDONESIA? ______________________ 5 

2.1. FACTS & FIGURES _____________________ 5 

2.2. INDONESIA IS AN ATTRACTIVE INVESTMENT 

DESITINATION _______________________ 7 

3. INDONESIA’S INDUSTRIAL LANDSCAPE ___ 8 

3.1. MANUFACTURING A KEY PRIORITY IN THE 

INDONESIAN ECONOMY ________________ 8 

3.2. TRENDS AND OPPORTUNITIES IN THE 

MANUFACTURING SECTOR ______________ 9 

3.3. KEY MANUFACTURERS ________________ 10 

3.4. IMPACT OF COVID-19 ON THE 

MANUFACTURING SECTOR _____________ 12 

3.5. MAJOR GEOGRAPHICAL CLUSTERS AND 

INDUSTRIAL ZONES __________________ 12 

3.6. INTERNATIONAL RANKINGS – INDONESIA VS. 

CHINA ____________________________ 14 

3.7. INTERNATIONAL RANKINGS – INDONESIA VS. 

OTHER ASEAN COUNTRIES _____________ 15 

3.8.  INDONESIA IS AN IDEAL ALTERNATIVE TO 

CHINA ____________________________ 17 

4. CONCLUSION _________________________ 19 

5. ABOUT US AND SERVICE OFFERINGS ____ 21 

6. THE TEAM AND CONTACT DETAILS ______ 22 

 

 

 

 

 

 

 

 

 



 

      

4 

1. Foreword 

The Covid-19 pandemic has highlighted gaps and weaknesses in global supply chains. Plant closures and supply shortages in 

China have led to extended supply chain disruption. Companies with exposure to suppliers in the impacted region of China 

have to relook at the magnitude of their risk exposure and formulate alternative plans to proactively alter their supply chains. 

 

This report intends to showcase a valid alternative within the highly attractive ASEAN region – Indonesia. The country is the 

largest economy in Southeast Asia, and is en route to become the 4th largest economy in the world by 2050. With a massive 

population of over 260 million, it is the 4th most populous country in the world. 

 

Indonesia is an increasingly attractive destination for foreign investment in manufacturing, with monetisable growth 

opportunities, thanks to its young and steadily rising population, ongoing urbanisation and the roll-out of structural reforms. 

Today, its manufacturing sector is ranked as the 12 largest in the world. The country is on an industrialisation drive, with plans 

to raise the GDP contribution of the manufacturing sector from 20% in 2019 to 25% by 2025. Producing in Indonesia will also 

give Swiss businesses access to 650 million consumers within the ASEAN bloc, one of the fastest growing regions in the world. 

 

I urge Swiss businesses to read this report to learn more about the Indonesian market, its sound macroeconomic 

fundamentals, political stability, and strong potential as a manufacturing hub. The already existing SwissEcosystem with 150 

locally active companies and brands, the experienced SBH team, a professional “SwissCham” with 70+ members, and the 

newly established “Swiss Centre Indonesia” offering one-stop-solutions are here to welcome any newcomer with its 

professional networks and authentic “Swissness”. 

 

Any questions contact our Swiss Business Hub Indonesia: 

 

 
Wolfgang Schanzenbach 

Head Swiss Business Hub Indonesia 

 

Embassy of Switzerland 

Jl. H.R. Rasuna Said Blok X 3/2, Kuningan 

Jakarta 12950, Indonesia 

 

Mail wolfgang.schanzenbach@eda.admin.ch 

Phone +41 58 480 3855 

s-ge.com & eda.admin.ch/jakarta
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2. Why Indonesia?  

2.1.  FACTS & FIGURES 

 

 Indonesia is the largest economy in Southeast Asia. Its economy, 

valued at USD 1.2 trillion (CHF 1.15 trillion) in 2019, comprises 

nearly half of ASEAN’s economic output. Today, it is the world’s 

eighth largest economy in terms of purchasing power parity.   

 

 Indonesia has sustained average economic growth rates above 

5% since 2000. Expected to become the world’s fourth-largest 

economy by 2050, the country displays impressive long-term 

growth prospects. 

 

 With over 276 million people, Indonesia is the world’s fourth 

most populous nation. It has a rapidly urbanising population 

and a large and abundant supply of young labour. Efforts have 

also been made to improve the education and skill levels of 

workers through policies focused on higher education and 

vocational training.  

 

 Over the past five years, Indonesia has demonstrated its ability 

to withstand international shocks and has one of the lowest debt-

to-GDP ratios in the world. Its macroeconomic fundamentals 

remain robust despite the short-term shock brought on by 

Covid-19. While the International Monetary Fund (IMF) has 

lowered its 2020 GDP growth projection for Indonesia to 0.5%, 

it expects growth to bounce back to 8.5% in 2021, the highest 

rate since 1995. 

 

 In April 2019, credit rating agency S&P upgraded Indonesia’s 

sovereign ratings to ‘BBB with a stable outlook’, from ‘BBB-’, 

mainly due to the government’s policy measures and the 

economic growth prospects of the country.  

 

 Indonesia is well positioned as a regional hub and is also 

emerging as a global market economy. It is an ideal production 

base for Swiss manufacturers to serve domestic and export 

markets.  

 

 Indonesia and Switzerland have established strong trade and 

investment relations. Indonesia has a well-established 

SwissEcosystem, with 150 Swiss companies & brands employing 

more than 50,000 people in the country.  

 

 The growth of its large domestic market combined with the 

‘Making Indonesia 4.0’ initiative is turning the country into a 

regional and international manufacturing powerhouse, 

presenting countless opportunities for Swiss companies and 

investors. 

Trillion 

GDP 

5th highest number  

of internet users globally 

EODB ranking has 

improved significantly  

Sovereign credit rating 

continues to trend higher 

4th most prospective  

investment destination 

Population of 276 mn,  

with 44% under 25 

Nominal GDP of more 

than USD 1 trillion $1 
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 In December 2018, Indonesia and European Free Trade 

Association (EFTA) countries signed the Indonesia-EFTA 

Comprehensive Economic Partnership Agreement (IE-CEPA), 

which is currently being ratified by the countries.  

 

 In the last four years, the Indonesian government has released 

sixteen Economic Reform Packages, which are intended to 

stimulate investment, including foreign investment. 

 

 To boost investment, the government is considering enacting an 

Omnibus Law, which will reform a total of 80 laws and 1,201 

articles that are believed to hamper business. The omnibus law 

will amend the current Income Tax Law, Value Added Tax Law, 

and General Tax Provisions and Procedures Law. A highlight will 

be the new and improved ‘tax holiday’ policy that increases the 

tax holiday period if the investment is higher. 

 

 Business licensing applications between ministries are being 

expedited, synchronised, and integrated into an Electronic Single 

Submission System (OSS), making it easier for businesses to 

process applications and renewals of licenses and permits. 

 

 The government’s efforts to prioritise infrastructure and 

development are gaining the confidence of global and local 

investors. The Banten-Jakarta-West Java corridor is being 

developed to boost exports, while the Palapa Ring8 project 

demonstrates the government’s commitment in enhancing 

Indonesia’s nationwide 4G infrastructure. Some high profile 

projects include the recently launched first phase of Jakarta’s 

Mass Rapid Transit system, and the Jakarta-Bandung High 

Speed Railway, which is currently under construction. 

 

 

 

Did you know that… 
 

 

 
 

 
 

 

 

 

 

 

 

IE-CEPA will create 

new trade & investment 

opportunities 

 

Access to a large  

workforce and a giant 

domestic market 

Relaxing rules for foreign 

ownership & tax holidays  

for foreign investors 

Access to ASEAN 

market of 650 million 

and GDP of $2.9 trillion 

Creative Economy 

Creativity and innovation are 

helping boost the manufacturing 

sector by disrupting traditional 

supply chains. B2B platforms are 

connecting manufacturers with 

input suppliers, distributors and 

end-customers, enabling them to 

discover new growth opportunities. 

Digital logistics solutions are being 

used to address infrastructure and 

communication gaps. 

 

Unicorn Start-ups 

Traditional business is being 

revolutionised by the country’s 

‘unicorns’  (companies valued 

above CHF 957 million), which 

include  on-demand transport and 

logistics service provider Go-Jek, 

hotel and flight booking platform 

Traveloka, digital payment service 

company OVO, and two B2B/B2C 

online marketplaces, Bukalapak 

and Tokopedia.  

 

Digital Money 

The value of e-money transactions 

has skyrocketed, from CHF 756 

million in 2017 to CHF 8,870 

million in 2019, a development 

with positive spillover effects for 

SMEs and manufacturing 

companies.  As of April 2020, there 

were 47 licensed e-money 

operators, divided into two major 

categories of solutions: digital 

wallets and payment gateways.  
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2.2.  INDONESIA IS AN ATTRACTIVE INVESTMENT DESITINATION 

 
Indonesia has continuously improved its sovereign credit rating, and today the country is considered investment grade, by all 

the major international rating agencies, facilitating its establishment as a leading recipient of FDI.    

 

 
 

 

 

 

  

Figure 5: Indonesia is Now Fully Rated as Investment Grade Country  

Source: BKPM 
 

Figure 4: Do You Expect to Investment in the Following Economies? % of Yes  

Source: The Economist Asia Business Outlook Survey, 2019 
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Figure 4: Indonesia Enjoys Large Investments Relative to Peers within the Region  

Source: World Economic Outlook Database, October 2019 
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Figure 4:Indonesia is among the Top 20 FDI Recipients, (2017) and 2018  

Source: UNCTAD World Investment Report, 2019 
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Figure 4: Which Country Has the Most Promising Business Prospects? % of Answers 

Source: JBIC Outlook for Japanese Foreign Direct Investment (30th Annual Survey) 
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3. Indonesia’s Industrial Landscape  

Indonesia’s manufacturing sector is buoyant as it benefits from the rare combination of an abundant workforce with low labour 

costs and increasing domestic consumption driven by its growing middle-class. One of the government’s top priorities is to 

upgrade and diversify the manufacturing sector through the ‘Making Indonesia 4.0’ initiative, while increasing FDI and 

modernisation efforts will support the sector’s growth. Currently, the manufacturing industry contributes 78.96% to national 

exports. 
 

3.1.  MANUFACTURING A KEY PRIORITY IN THE INDONESIAN ECONOMY  

 

 

         20% 
      

 
    

 
 

25% 
   

  
   

 

 79% 
    
   

 
 

 4% 
    
   
  

 Indonesia is still dependent on natural resources extraction. However, the 

government is imposing regulations to push developments towards local 

manufacturing with higher adding-value creation and vertical integration. 

 

 The manufacturing industry registered IDR 147 trillion (CHF 10 billion) in 

investments from January to September 2019. 

 

 Indonesia has ambitious plans to propel the country into the top 10 biggest 

economies in the world by 2030, and aspires to match up to China as a 

production base. Its goal is to push the contribution of the manufacturing 

sector to 25% of the nation’s economy by 2025, up from the current 20%. 

 

 The ‘Making Indonesia 4.0’ roadmap is designed to enhance connectivity 

and digitisation of the manufacturing sector, and promote export-

competitive industries. It includes labour-intensive industries, such as food 

& beverages and textile & garment, as well as capital-intensive industries 

such as automotive, electronics, and chemical products. 

 

 The government aims to increase employment in this sector to 20% of the 

total workforce by 2024 through the export of more high-value and complex 

manufactured goods.  

 

 Indonesia plans to open up more sectors to foreign investors and reboot its 

stringent labour laws to become a regional manufacturing powerhouse. A 

new measure launched in March 2020 allows global investors to utilise 

global and domestic custodian banks for investment activity in Indonesia. 

 

 Given Indonesia’s determination to improve its manufacturing productivity 

and to further open the economy to foreign businesses, the country arguably 

has the most growth potential out of all the ASEAN countries. An increasing 

number of foreign investors, including Swiss companies, are benefitting 

from higher value-added activities in the country, by catering to the lucrative 

domestic and export markets, as well as integrating into the regional supply 

chain.  

 

Current manufacturing 
share of GDP - 2019 

Targeted manufacturing 
share of GDP - 2025 

Manufacturing industry’s 
contribution to exports 

CAGR in manufacturing 
Sector between 2016 - 2019 
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3.2.  TRENDS AND OPPORTUNITIES IN THE MANUFACTURING SECTOR 

 

The manufacture and export of higher value-added products sits at the heart of Indonesia’s strategy to climb up global 

manufacturing supply chains. The United Nations Industrial Development Organization (UNIDO ) estimates that the growth of 

manufacturing value added (MVA) in Indonesia was 5.6% in 2019,    

 

Five manufacturing sectors show particular promise under the ‘Making Indonesia 4.0’ plan: automotive, chemicals, electronics, 

food and beverage, and textile and garment. In 2019, these sectors outgrew the rest of the Indonesian economy. They represent 

interesting opportunities for foreign investors as they rely on strong competitive advantages relating to resources, existing 

supply chains and growing demand, and stand to benefit greatly from the adoption of key technologies and digitalisation.   
 
Figure 6: Growth in Key Manufacturing Sectors in Indonesia in 2019  

 
 

 

 

 

 
 

 

Table 1: Key Trends and Opportunities in Selected Sectors 

 Key trends Opportunities 

Automotive  The largest automotive market and the second 

largest automotive producer in Southeast Asia 

 Domestic production of EVs to start in 2021 

 Switch to engines powered by fuel cells, biofuels, 

ethanol and flexible fuels 

 Growing local content requirements 

 Manufacturing automotive parts and components 

 Participating in the local/regional value chains for 

electric, hybrid and autonomous vehicles 

 Building of infrastructure to charge EVs 

 New automotive technologies 

Chemicals  Universal health insurance coverage leading to an 

increased demand for healthcare 

 Expansion of agricultural activities and industrial 

production, coupled with a lack of domestic 

production capacity of chemicals, has led to high 

dependency on imports of raw materials 

 Major chemical companies have expanded their 

production capacities to meet growing demand 

 Increase in demand for generic drugs, and 

expansion of pharmaceutical product range used 

 Growing demand for agricultural chemicals 

 Gap has led to opportunities and strong growth in 

FDI in paints, coatings, additives and adhesives; 

basic chemicals, pharmaceutical preparations, 

and agricultural chemicals 

Electronics   Availability of advanced telecommunication 

infrastructure such as 4G, leading to growing 

smartphone demand and sales 

 Small but growing domestic industry producing 

parts & components 

 Sharp and LG setting up operations in Indonesia. 

China-based electronic components 

manufacturers moving to Indonesia 

 A lucrative domestic market for electronics is a 

key driver for investment 

 Strong government support for growing 

production and exports of higher value-added 

electronic products 

 Easy integration into the regional supply chain 

(electronics is the region’s largest export sector, 

accounting for 25% of total goods exports) 

F&B  Growing health consciousness 

 Expansion of the modern grocery retail channels 

 Demand for health and wellness packaged food 

(organic, free from, better for you, fortified, etc) 

Automotive 6.3% Chemicals 11.5% Electronics 8% F&B 6.8% Textile & 

Garment 19% 
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 Local food manufacturers adopting to modern 

technology to produce more food and improve 

efficiency and quality 

 Locally produced food processing machinery 

mostly simple technology and local suppliers are 

unable to fulfil the demand from large local F&B 

manufacturers 

Textile & 

Garment 

 Recorded US$ 35 billion (CHF 33.6 billion) in 

exports in 2019; aims to double this by 2030  

 Benefiting from the shift out of China  

 Building sophisticated capabilities, with vertical 

operations of spinning, weaving, printing and 

garment plants  

 Needs investments in new technology and 

‘Industry 4.0’ machinery to improve productivity 

and cost efficiency 

 Foreign investors with the expertise to facilitate 

more value-added production techniques in high 

demand 

 

3.3.  KEY MANUFACTURERS  
 

Major multinational companies have long established plants in Indonesia, attracted by the huge population and domestic 

consumption base, as well as for its increasingly dynamic business environment. 

 
Table 2: Key Manufacturers in Selected Sectors 

 

 

 

 

 

 

 

 

 

  

 

  

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

   

 

 

  

 

 

 

 

Chemicals 

Electronics 

F&B  

 

Automotive  
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Thanks to low labour costs and growing integration with foreign markets, Indonesia has emerged as a compelling alternative to 

China for multinationals shifting their manufacturing activities as well as for companies looking to diversify their supply 

chains. Some notable examples include:    

 

 In 2019, the Taiwanese electronics manufacturing giant Pegatron Corporation established its Indonesian subsidiary PT 

Pegatron Technology Indonesia, opening a factory at the Batamindo Industrial Park in Batam, Riau Islands, worth USD 40 

million. The facility, which can host 1,800 workers over a 1-hectare plot of land, inaugurates Pegatron’s first operations in 

South East Asia. The Pegatron factory has capabilities to produce 2,000 pieces of miniature circuit breaker (MCB) per day. 

 

 In May 2020 it was reported that Indonesia is preparing a 4,000-hectare industrial complex in Brebes, Central Java, for a 

US pharmaceutical company relocating from China. The Jakarta Globe linked this decision to a recent meeting between 

the Indonesian president Joko Widodo and his American counterpart Donald Trump. The chairman of the Industrial 

Estates Association (JKI), confirmed the news, saying that state-controlled Kawasan Industri Wijayakusuma industrial 

estate in Brebes would soon welcome the as-yet-unnamed company. 

 

 

Textile & Garment 

Packaging 

Assembly & Factory 
Automation 

Machine Tools 

Tetra Pak 
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3.4.  IMPACT OF COVID-19 ON THE MANUFACTURING SECTOR  

 
  

As the Coronavirus Disease 2019 (Covid-19) outbreak continues to have enormous social and economic impact worldwide, its 

repercussions on the Indonesian manufacturing sector have been particularly severe, with manufacturing activities dropping in 

March 2020 as the government imposed stricter measures to contain the disease. In April, IHS Markit announced that 

Indonesia’s Purchasing Managers Index (PMI), which gauges the level of manufacturing activities, recorded the worst figure in 

the survey's nine-year history.  

 

Industry Minister Agus Gumiwang Kartasamita acknowledged in a press statement that several manufacturing sectors were 

enduring production drops of nearly 50%. The automotive industry, for instance, has seen significant disruption. Car 

manufacturers PT Suzuki Indomobil Motor and PT Honda Prospect Motor temporarily stopped their production activities in 

an effort to curb the spread of the virus. The Minister announced various fiscal and non-fiscal stimulus measures to counter the 

negative impact of worldwide lockdowns on the local and global market. The measures also aim to ease raw material imports 

and reduce both corporate and personal income taxes. 

 

However, Swiss companies should not forget that even if the situation in Indonesia is challenging, it also presents significant 

opportunities. For instance, the Health Minister said the outbreak has created an opportunity to boost local production of 

pharmaceuticals and vaccines, as well as expand the use of local inputs in the manufacturing process. Given Indonesia’s 

nascent medtech sector, the crisis also represents an opportunity for Swiss medtech companies with innovative products to 

join the fight against Covid-19 in the country.  

 

 

3.5.  MAJOR GEOGRAPHICAL CLUSTERS AND INDUSTRIAL ZONES 

 
Indonesia has seen the number of its industrial clusters increase from 74 to 87 between 2014 and 2017, as the government has 
been supporting the creation of industrial parks to foster productivity gains and attract foreign investments. As part of these 
policies, 12 special economic zones (SEZs) were created to promote investment across the country. In addition, the government 
is looking to inaugurate seven new SEZs this year.  
 
Key benefits of SEZs to companies that relocate include: 
 

 Access to the best infrastructure and facilities in the country. 

 Easier rules for payments of export, import, luxury and value added tax. 

 Regulations on foreign workers are also more relaxed compared to outside of the zones. 

 

 
Figure 7: Indonesia’s 12 Special Economic Zones 

Source: Badan Koordinasi Penanaman Modal (BKPN) 



      

13 

The manufacturing sector is concentrated on the main island of Java where manufacturers can benefit from more efficient and 

developed logistics and transport infrastructure on the island.  

 
 

Figure 8: Map of Java 

Source: Google Maps 

 
Table 3: Indonesia’s Top 4 Manufacturing Clusters 

 

 West Java Central Java East Java Banten  

Economic weight of 

manufacturing   

 60% of 

Indonesia’s 

manufacturing 

activities 

 30% of Central 

Java’s GDP 

 Largest 

shipbuilding yard 

and cement 

factory in 

Indonesia 

 Resource-rich 

province (gold, 

phosphate, etc.)  

 Major steel 

industries 

Top sectors  Electronics, 

automotive, 

machinery 

 Textiles, food and 

wood processing 

 Food industry, 

machinery, 

furniture 

 Chemicals, 

automotive, food 

and beverages 

Examples of leading 

players  

 Samsung 

Electronics, 

Suzuki, 

Mitsubishi 

 Sritex, Indesso, 

Kutai Timber 

Indonesia 

 Cargill, Heinz, 

Tropica 

Furniture, 

Kubota 

Machinery 

 Dover Chemical, 

Lotte Chemical, 

Dolphin Food & 

Beverages 

Industry 

FDI and DDI in 2019  USD 2.2 billion  USD 1.2 billion  USD 732 million  USD 732 million 

Opportunities  Livestock and 

agricultural 

equipment  

 Modernisation of 

textiles 

manufacturing 

 International 

airports and 

seaports 

 Manufacturing 

parts for 

shipbuilding 

 Export-driven 

food industry   

 Export-driven 

processing 

industries  

 Access to the 

country’s largest 

international 

airport  
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3.6.  INTERNATIONAL RANKINGS – INDONESIA VS. CHINA 

 

Comparing Indonesia with China on a variety of parameters to evaluate the attractiveness of the two countries, the latter 

emerges higher on a majority of measures. However, Indonesia is an emerging market, on its way to become the fifth-largest 

world economy by 2030, according to PricewaterhouseCoopers. It has demonstrated sustained economic growth, supported by 

one of the largest domestic markets in the world and competitive labour costs.  

 

With a democratic system and notable pluralism in politics and the media, Indonesia performs much better on freedom 

indices, compared to China, where the Chinese Communist Party has been tightening its control over the state bureaucracy, the 

media, online speech, religious groups, universities, businesses, and civil society associations. Indonesia scored 61 out of 100 

on Freedom House’s Global Freedom Scores 2020, while China scored a lowly 10. In the 2020 Press Freedom Index from 

Reporters Without Borders, Indonesia was ranked 119th, while China was placed in the 177th position out of 180 countries.  

 

In line with the above, Indonesia displays significantly higher level of economic freedom, as seen from the Heritage 

Foundation’s Index of Economic Freedom 2020. It is classified as moderately free, with the administration continuing efforts 

to encourage more private investment in infrastructure and manufacturing. China’s ranking suffers due to widespread theft of 

foreign-owned intellectual property, government ownership of all land, policies favouring non-transparent state-owned 

enterprises and a top personal income tax rate of 45%. In contrast, in Indonesia, private ownership of land is recognised, the 

judiciary is more independent and the top individual income tax rate is 30%.  (See Page 18 for the criteria for International 

Rankings.)  

 
Table 4: Indonesia vs China 

Parameter Measure Indonesia China 

Economic growth 
Average real GDP growth rate over past 5 
years (2014-2019) 

5.0% 6.6% 

Market size 
Total consumption expenditure in current 
USD billions (2018) based on World Bank 
estimates 

687 7,260 

Competitiveness 
The World Economic Forum’s Global 
Competitiveness Index 2019 

50/141 28/141 

Economic freedom 
The Heritage Foundation’s Index of 
Economic Freedom 2020 

54/180 103/180 

Doing business 
The World Bank’s Ease of Doing Business 
Index 2020 

73/180 31/180 

Corruption 
Transparency International’s Corruption 
Perceptions Index 2019 

85/183 80/183 

Logistics 
The World Bank’s Logistics Performance 
Index 2018 

46/160 26/160 

Labour market 
INSEAD’s Global Talent Competitiveness 
Index 2019 

67/125 45/125 

Sources: Heritage Foundation; INSEAD; International Monetary Fund (IMF); Transparency International; World Bank; World Economic Forum 
Note: Average real GDP growth rate over past 5 years (2014-2019) is a Compound Annual Growth Rate (CAGR) of constant prices GDP between 2014 and 2019. 

 

Legend 

Top      Intermediate     Can be improved  
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3.7.  INTERNATIONAL RANKINGS – INDONESIA VS. OTHER ASEAN COUNTRIES 

 
Comparing Indonesia with four other emerging ASEAN economies, on a variety of parameters to evaluate their attractiveness 
as a manufacturing destination, Indonesia emerges as comparable to its neighbours on most measures, while surpassing them 
all by significant distance in terms of domestic market size.  

Indonesia’s rankings on competitiveness, economic freedom, ease of doing business, logistics and labour market are similar to 
those of Thailand, which has one of the strongest manufacturing bases in the region. With its robust democratic political 
system, Indonesia appears to be better in economic freedom and corruption than Thailand, where the army exerts significant 
influence over the government. Moreover, Thailand has an ageing population, while in Indonesia more than 40% of the 
population is under 24 years of age.  

Meanwhile, looking at Indonesia’s scores/rankings vs those of Vietnam, which has been a favoured destination of companies 
seeking to diversify their manufacturing operations beyond China, Indonesia outperforms Vietnam in competitiveness, 
economic freedom and the labour market. On the ease of doing business and logistics, the two are comparable.   

Malaysia ranks higher on a number of parameters, compared to its ASEAN neighbours. However, it should be noted that its 

domestic market is the smallest among the five countries.  

 

Table 5: Indonesia vs Rest of Southeast Asia 

Parameter Measure Indonesia Malaysia Thailand Vietnam Philippines 

Economic 

growth 

Average real GDP growth 

rate over past 5 years (2014-

2019) 

5.0% 4.9% 3.5% 6.7% 6.3% 

Market size Total consumption 

expenditure in current USD 

billions (2018) based on 

World Bank estimates 

687.161 248.743 327.734 181.561 283.763 

Competitiveness The World Economic 
Forum’s Global Compe-

titiveness Index 2019 

50/141 27/141 40/141 67/141 64/141 

Economic 

freedom 

The Heritage Foundation’s 

Index of Economic Freedom 

2020 

54/180 24/180 43/180 105/180 70/180 

Doing business The World Bank’s Ease of 

Doing Business Index 2020 
73/180 12/180 21/180 70/180 95/180 

Corruption Transparency International’s 
Corruption Perceptions 

Index 2019 

85/183 51/183 101/183 96/183 113/183 

Logistics The World Bank’s Logistics 

Performance Index 2018 
46/160 41/160 32/160 39/160 60/160 

Labour market INSEAD’s Global Talent 
Competitiveness Index 2019 

67/125 27/125 66/125 92/125 58/125 

Sources: Heritage Foundation:  INSEAD; International Monetary Fund (IMF); Transparency International; World Bank; World Economic Forum 
Note: Average real GDP growth rate over past 5 years (2014-2019) is a Compound Annual Growth Rate (CAGR) of constant prices GDP between 2014 and 2019. 

 

Legend 

Top      Intermediate     Can be improved  
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Criteria for International Rankings 
 

Table 6: Thresholds used to categorise countries into the ‘Top’, ‘Intermediate’, and ‘Can be improved’ categories 

Parameter Measure Top Intermediate 
Can be 

improved 

Economic growth Average real GDP growth rate over past 5 years (2014-2019) >6% 4%-6% <4% 

Market size 
Total consumption expenditure in current USD billions (2018) 
based on World Bank estimates 

<200 200-500 >500 

Competitiveness The World Economic Forum’s Global Competitiveness Index 2019 <30 30-75 >75 

Economic 
freedom 

The Heritage Foundation’s Index of Economic Freedom 2020 <30 30-75 >75 

Doing business The World Bank’s Ease of Doing Business Index 2020 <30 30-75 >75 

Corruption Transparency International’s Corruption Perceptions Index 2019 <30 30-75 >75 

Logistics The World Bank’s Logistics Performance Index 2018 <30 30-75 >75 

Labour market INSEAD’s Global Talent Competitiveness Index 2019 <30 30-75 >75 

 

The table above presents the ranges used for categorising the countries into ‘Top’, ‘Intermediate’ and ‘Can be improved’ 

categories. For the benchmarking exercise of Indonesia vs China, two exceptions have been made to the specified criteria: 

 

 Market size: For the comparison of Indonesia with other South East Asian countries, we believe USD 500 billion is an 

appropriate benchmark for a country to enter into the Top category. But China’s consumption is more than 10 times that 

of Indonesia. To ensure that this difference in scale is highlighted, we have categorised China as Top and Indonesia as 

Intermediate. 

 

 Logistics: China is ranked in the 31st place, while Indonesia is 73rd in the World Bank’s Logistics Performance Index 2018, 

placing the two at almost opposite ends of the Intermediate 30-75 range. We have categorised China as Top and Indonesia 

as Intermediate to highlight the difference between the two. 
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3.8.  INDONESIA IS AN IDEAL ALTERNATIVE TO CHINA  

 
International companies have accepted the reality that a truce between US and China will not materially improve the lay of the 

land for their Chinese-based operations. The manufacturing exodus from China is due to a confluence of factors: rising labour 

costs, a head-spinning regulatory environment, the ever-looming threat of more and higher tariffs, along with a sharp increase 

in the perception of risk associated with living and working in China. Indonesia stands out as an attractive alternative 

destination, given its improved regulatory environment, cost-effective workforce, and large domestic market. 

 

 
  

Why Act Now? 
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Indonesia is an attractive investment destination as it is the most populous country in Southeast 
Asia and boasts the largest market in the region. The majority of the population are young people 
under 30 years old, who are technologically-savvy and very receptive to new solutions. The 
consumer market is on an upward trajectory and the country holds significant growth potential. 
2020 is the right time to invest in Indonesia and to seriously consider this country in your 
internationalisation strategy. 
  

Anton Santoso 
President Director PT SANTOSO TEKNINDO 

 

Indonesia’s economic potential is confirmed! With steady GDP growth of 5%, a market with over 
260 million people, growing government support and improving investment climate, investing in 
Indonesia, e.g. in industrial manufacturing products & solutions, could not be more attractive than 
it is today. There is no reason why Indonesia should not be one of your focus countries. 
 

Henry Chia 
President Director PT Endress+Hauser Indonesia  

& Vice Chairman of SwissCham Indonesia 

Thanks to its huge domestic market, Indonesia is the right place to expand and grow our 
alternative machine production. We successfully sell to local customers but also capitalise on our 
presence in Indonesia to export directly to Chinese, ASEAN, American and European customers. 
 

Erwin Spichtig 
CEO of PT Sandmaster Asia based in Jakarta & Zofingen 

Due to its growing & affluent middle class population and rising demand for high quality healthcare 
services, Indonesia is a compelling manufacturing base for medical technologies, including 
innovative medicines, medical devices/instruments as well as digital health solutions. Now is the 
right time to make a move and invest into this highly promising market”. 
 

Luthfi Mardiansyah 
Chairman of Swiss Indonesian Chamber of Commerce – SwissCham 

Testimonials from Key Opinion Leaders 

 

“ 

“ 

“ 

“ 
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4. Conclusion 

Projected to become the world’s fourth largest economy by 2050, Indonesia represents an opportunity that Swiss companies 

cannot afford to ignore. Today, the country is emerging as a key target on the radar of companies looking to diversify their 

supply chains, thanks to a number of strategic advantages such an enormous labour pool, contained labour costs, and a vast 

wealth of natural resources. For Swiss companies looking to complement operations in China, Indonesia offers an immense 

market with substantial room for continued growth. 

 

Some of the country’s most notable characteristics include: 

 

 Indonesia’s economy, valued at USD 1.2 trillion (CHF 1.15 trillion) in 2019, comprises nearly half of ASEAN’s economic 

output, and is the world’s eighth largest economy. Thanks to the Indonesian government’s policy measures and the 

economic growth prospects of the country, Indonesia is considered ready for investment by all the major international 

rating agencies. The country has become a leading recipient of FDI, ranking among the top 20 recipients worldwide, with 

investments making up over 33% of its GDP.  

 

 Currently, Indonesia’s manufacturing industry is ranked as the 12 largest in the world. The inflow of investments is 

contributing to an upgrade and diversification of the country’s manufacturing sector, which benefits from an abundant 

workforce with low labour costs and increasing domestic consumption driven by its growing middle-class. In addition, the 

Indonesian government is strongly promoting higher value-added manufacturing and vertical integration.  

 

 Wages in Indonesia are fairly low, though there is considerable variation across regions. The minimum wage in Yogyakarta 

is IDR 1,705,000 (CHF 115), while in Jakarta, it stands at IDR 4,200,000 (CHF 284) per month. As of the third quarter of 

2019, average monthly wages in the manufacturing sector across Indonesia stood at about IDR 2,704,000 (CHF 183). 

 

 Today, there are already 150 Swiss companies operating in Indonesia, employing more than 50,000 people, and a strong 

SwissEcosystem. Business between the two countries will be further facilitated by the Indonesia-EFTA Comprehensive 

Economic Partnership Agreement (IE-CEPA).  

 

 Swiss businesses should take note of the country’s industrialisation plan, known as ‘Making Indonesia 4.0’, which targets 

the promotion of key export-competitive industries, such as automotive, electronics, food & beverage, chemicals (including 

pharmaceuticals), and textile and garments. These industries hold significant opportunities as they rely on strong 

competitive advantages relating to resources, existing supply chains and growing demand, and stand to benefit greatly 

from the adoption of key technologies and digitalisation. Some interesting opportunities include: 

 

o Indonesia is the largest automotive market, and the second largest automotive producer in Southeast Asia, 

offering an ideal base for the production of parts and components. Swiss companies are advised to consider 

participating in the local/regional value chains for electric, hybrid and autonomous vehicles as well as building of 

infrastructure to charge EVs, whose domestic production is set to start in 2021.  

 

o Universal health insurance coverage has led to increased demand for medical technologies, generic drugs, and to 

the expansion in the range of pharmaceutical products used, creating significant opportunities in the sector. 

Moreover, the Covid-19 outbreak has created an opportunity to boost local production of pharmaceuticals and 

vaccines, as well as expand the use of local inputs in the manufacturing process.  

 

o The country offers a lucrative market for electronics, and the government supports the growing production and 

exports of higher value-added electronic products. Swiss companies are advised to take into account that this 

sector is integrated into the regional supply chain, which is responsible for one-quarter of Southeast Asia’s 

exports.  
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o The food and beverage sector in Indonesia offers vast opportunities. In addition to a growing demand for 

processed food, there is also the opportunity to offer modern food processing equipment and technology as local 

manufacturers strive to increase production as well as improve efficiency and quality.  

 

o The textile & garment industry is benefiting strongly from the relocation of manufacturing activities out of China, 

and targets to record US$ 75 billion (CHF 71.9 billion) worth of exports by 2030, up from US$ 35 billion (CHF 

33.6 billion) in 2019. Swiss companies can offer technology for higher-value products to help local players build 

up more sophisticated capabilities.   

 

 On a final note, when considering Indonesia as a strategic location for establishing manufacturing plants, Swiss companies 

are advised to take into consideration the country’s industrial clusters and 12 special economic zones, which offer the best 

infrastructure and facilities in the country and have more relaxed regulations and lower value added tax.    
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5. About Us and Service Offerings 

As a non-profit organisation granted a mandate by the Swiss Confederation (State Secretariat for Economic Affairs, SECO), 

Switzerland Global Enterprise (S-GE) helps Swiss companies to export and do business internationally.  Our organisation acts 

as a first point of contact to deliver professional advice, and supports Swiss businesses in finding contacts and partners, and 

identifying new business opportunities into global markets. 

 

S-GE is represented abroad in 27 locations by Swiss Business Hubs (SBH) and Trade Points, and located in the Swiss 

Embassies or Swiss Consulates-General.  

 

As part of the Embassy of Switzerland in Jakarta, Swiss Business Hub Indonesia (SBH Indonesia) is uniquely positioned to 

support a variety of business requirements, especially SMEs from Switzerland and Liechtenstein in their market entry into 

Indonesia.  

 

Amongst the SwissEcosystem in the market, the Swiss Indonesian Chamber of Commerce called “SwissCham” and the Swiss 

Centre Indonesia “SCI” are strategic partners of the SBH Indonesia.  

 

With an excellent network of contacts and industry experts in the market, SBH Indonesia will help Swiss companies 

understand on how to do business in Indonesia, decide on a suitable market strategy and connect with suitable local business 

partners. Based on a client-centred attitude and catered to specific requirements approach, these are typical service packages 

rendered by the SBH Indonesia and its expert partners:  

 

 Market intelligence  

 Legal and regulatory clarifications 

 Distribution partner search 

 Tailor made fact finding trips 

 Trade Fair participation  

 

If you are interested and require further information, SBH Indonesia can be of assistance. Please do not hesitate to contact us.  
  

https://www.s-ge.com/en/home
https://www.swisscham.or.id/
http://swiss-indonesia.com/
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6. The Team and Contact Details 

 

Switzerland Global Enterprise | Headquarters 

Stampfenbachstrasse 85 | CH-8006 Zurich | T +41 44 365 51 51 | s-ge.com 

 

  

 

ANGELA DI ROSA 

Senior Consultant South East Asia 

adirosa@s-ge.com 

T +41 44 365 54 73 

M + 41 79 680 08 44 

 

 

 

                 

ALAIN GRAF 

Senior Consultant Asia  

S-GE Renens office  

agraf@s-ge.com 

T +41 21 545 94 97 

M + 41 79 634 2057 

 

 
 

MONICA ZURFLUH  

Head S-GE Southern Switzerland 

mzurfluh@s-ge.com 

T +41 91 601 86 85 

M +41 79 220 40 71 

 

         

    

 

 

 

 

 

 

Swiss Business Hub Indonesia 

c/o Embassy of Switzerland | Jl. H.R. Rasuna Said | Blok X 3/2 | Kuningan | Jakarta 12950 | Indonesia 

  

 

 

WOLFGANG SCHANZENBACH 

Head Swiss Business Hub Indonesia 

wolfgang.schanzenbach@eda.admin.ch 

T +41 58 480 38 55 

M +62 811 870 9013 

 

 

FERANICA SUSANTO 

Senior Trade Officer 

feranica.susanto@eda.admin.ch 

T +41 58485 0466 

M +62 812 953 7355 

 

 

 

 



 

 

 

ExportHelp 
s-ge.com/exporthelp 

exporthelp@s-ge.com 

T 0844 811 812 

 

 

Switzerland Global Enterprise 

Stampfenbachstrasse 85 

CH-8006 Zürich 

T +41 44 365 51 51 

 

Switzerland Global Enterprise 

Corso Elvezia 16 – CP 5399 

CH-6901 Lugano 

T +41 91 601 86 86 

 

Switzerland Global Enterprise 

Ch. Du Closel 3 

CH-1020 Renens 

T +41 21 545 94 94 

 

s-ge.com 


