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Welcome to Indonesia
Located off the coast of mainland Southeast Asia, between the Indian and Pacific 
oceans, Indonesia’s land is vast. Rich in heritage, culturally diverse, innovative and 
progressive, it provides incredible opportunities for international businesses. 

One of the most densely populated countries in the world, Indonesia has a high-performing, fast-growing economy.  
HSBC has a long and diverse history in the country, with the Hongkong and Shanghai Banking Corporation Limited 
opening its first branch in Jakarta in 1884.

To cement our commitment to Indonesia and strengthen our local presence, HSBC Group officially integrated its HSBC 
Foreign Bank Branch in Indonesia with PT Bank HSBC Indonesia in 2017. This allowed us to expand the range of banking 
propositions and contribute directly to the growth of the Indonesian economy, connecting customers to opportunities 
through our expanded capabilities and geographic network in the country. 

Our substantial domestic footprint, alongside HSBC Group’s global network capabilities, positions us perfectly to support 
customers with best-in-class solutions both at home in Indonesia and overseas.

Get in touch to discuss how we can help you and your business embrace all that Indonesia has to offer. 

We look forward to working with you!

 Sumit Dutta
 President Director, PT Bank HSBC Indonesia

 Contact:
 Head office address:  
 World Trade Center 1, Jl. Jendral Sudirman Kav. 29-31, Jakarta 12920
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Top exports 
Mineral fuels, animal or 
vegetable fats (including palm 
oil), electrical machinery, 
rubber, and mechanical 
appliance parts3 

Top imports 
Mineral fuels, boilers, 
mechanical appliance parts, 
electrical machinery, iron and 
steel, and foodstuffs3 

Typical office hours 
8.00am-5.00pm,  
Monday to Friday  

Unemployment rate 
5.1%4 

Sources: 
1World Bank Group, 2018
2Organisation for Economic Co-operation and Development (OECD), 2017
3Central Intelligence Agency (CIA), 2017
4Trading Economics, 2018
*Map shows cities of economic significance according to the CIA, 2017

Capital city 
Jakarta 

Other major cities 
Surabaya, Medan, Bandung 

Population 
261.1 million1 

Size 
1,910,931 sq km 

GDP 
USD3,859 per capita2 

Main languages 
Bahasa Indonesian (official 
language), although English 
is widely spoken in many 
major cities 

Currency 
Indonesian Rupiah (IDR) 

Essentials

Immense market
This is the tenth largest global 
market. Indonesia is the world’s 
fourth most populous country, from 
Aceh in the west to Papua in the 
east. Consumer sentiment has also 
been hitting record highs.

Innovative, emerging economy
Indonesia is one of the top 
innovators among emerging 
economies. The country ranks 
31st and 32nd in innovation and 
business sophistication respectively.

Rich in resources
Indonesia is rich in natural 
resources including coal, tin, 
copper, nickel, bauxite, oil and gas. 
Above ground, its vast land mass 
grows palm oil, rubber, coffee, 
cocoa and rice.

Potential for growth 
There’s a reason why Indonesia 
is one of the emerging CIVETs 
(Colombia, Indonesia, Vietnam, 
Egypt, Turkey and South Africa) 
– it has incredible potential. This 
economy is projected to be the 
seventh largest in the world by 
2030.  

Embracing diversity
This vast archipelago of 17,000 
islands is home to at least 300 
different ethnic groups. This makes 
the country culturally diverse, yet 
with a distinct national identity. 

Indonesia:  
The vast archipelago 

Time zone 
UTC +7    
Indonesia spans three time 
zones: 
+7 in the west (including 
Java and Sumatra)  
+8 in the central regions 
(including Bali, Sulawesi and 
Lombok) 
+9 in the east (Maluku and 
West Papua) 

Corporation tax 
25%4 

Dialling code 
+62 

Emergency numbers 
110 (police and general 
emergencies), 113 (fire), 
118/119 (ambulance)

Jakarta
Surabaya

Semarang

Makassar

Medan
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 Country profile
Indonesia is the world’s fourth most populated 
country. It’s a vast patchwork of islands, 
peoples and economies. 

 
Indonesia, its government, private and public sectors are 
focusing on the need to boost economic growth, investment 
and job creation. The administration has also been dismantling 
barriers that have previously dampened foreign investment. 
Businesses that align with some of the macro-trends and factors 
could do well here.

Opportunities in Indonesia also extend beyond its large domestic 
market. It benefits from favourable trading terms with other 
members of the ASEAN bloc. 

There’s also now a shift in the production and manufacturing of goods from 
traditional North Asian manufacturing powerhouses, such as China and South 
Korea, to Southeast Asia, which includes Indonesia. 

ASEAN comprises 10 countries including Indonesia, 
Malaysia, Philippines, Singapore, Thailand, Brunei, 
Vietnam, Laos, Myanmar and Cambodia. This is 
a regional inter-governmental organisation that 
promotes co-operation and facilitates economic, 
political, security, military, educational and socio-
cultural integration. 

Read on to discover more about the dos and don’ts of doing business in Indonesia. 
Also find out how trading in or with the country could help boost the future growth 
of your business.



5HSBC International Business Guides | Indonesia

5 reasons to do business in Indonesia1 

01 Largest economy in Southeast Asia 
Indonesia has the largest economy in Southeast Asia and is one of 
the emerging market economies of the world.

02 Moving up the competitiveness ladder 
Indonesia has been inching its way up the ladder of 
competitiveness, according to the 2017 Global Competitiveness 
Index. It’s moved ahead five places since last year.

03 An emerging middle-income country 
This G20 member has been working to reduce poverty and map 
out impressive economic growth since the Asian financial crisis of 
the late 1990s. 

04 Reforming investment climate 
The government has been announcing policy reforms, 
dramatically reducing red tape in an effort to boost economic 
growth. This has also involved opening sectors for investment and 
reducing high logistics costs. 

05 A nation with an economic plan 
The RPJMN (Rencana Pembangunan Jangka Menengah 
Nasional), the latest five-year, medium-term plan, aims to develop 
infrastructure, education and healthcare. This provides many 
opportunities for Indonesia, its people and overseas investors.

5 key challenges2

01 Developing relationships 
It can take time to build relationships here and become a ‘trusted partner’, 
so businesses should ensure enough provision for this in their plans. 

02 Patience and perseverance  
Dealing with government bureaucracy can also take time. GDP growth in 
Indonesia has been moderated due to a continued slump in demand for 
commodities. 

03 Labour market efficiency 
Significant advances are needed in labour market efficiency. This is 
weighed down by excessive redundancy costs, limited flexibility when 
determining wages and an under-representation of women in the 
workforce.

04 Infrastructure issues 
Despite investment, there are still some issues with the supply of 
infrastructure. The country is rated quite poorly in terms of technology 
readiness. 

05 Lack of transparency  
Business licensing processes in Indonesia can be opaque, however a 
number of projects and reforms have been initiated to combat corruption.

Sources:
1UAE Government
2TMF Group, 2017
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 Society & culture

In this section

Language
Food
Religion
Values
Customs & celebrations
Useful phrases
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 Language
Bahasa Indonesian is the official language, which is similar to Malay spoken in 
Malaysia. However, English is widely used in Jakarta and tourist centres such as 
Bali, as well as many other big cities, particularly for business. 

Bahasa is in fact the second language for many rural 
Indonesians, who use their local dialect first. 

It’s worth taking lessons in Bahasa Indonesian if you’ll be working with locals. 
People will appreciate the fact that you have taken the trouble to master even a 
few key phrases. 

 Food
Indonesian cuisine features many regional dishes and is an incredible mix of 
colours, flavours and influences. Traditional dishes such as Rendang, Nasi Goreng 
and satay have become popular globally. Eating is a social activity. Depending on 
where you live, you could be expected to eat with your fingers, using your right 
hand, while sitting on a bamboo mat, called a ‘lesehan’.

Society & culture

Indonesia stretches for 5,100 km from east to 
west and 1,800 km north to south. It crosses 
three time zones and is home to speakers of 
some 700 languages. 

The country overflows with cultures, peoples and customs. So, 
it is fitting that the national motto for Indonesia is ‘Bhinneka 
Tunggal Ika’, meaning ‘unity in diversity’.

Indonesia is the world’s most populous Muslim country, but 
it has also been shaped by many centuries of interaction with 
Buddhism and Hinduism as well as other faiths and indigenous 
animist practices. 

Only the US, China and India have populations larger than 
Indonesia’s 261.1 million, of which a quarter is under the age 
of 14. The island of Java is one of the most densely populated 
areas in the world.
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 Religion
Islam is followed by 90% of the population. Beyond the island 
of Java, Christianity is practised and almost 85% of people in 
Bali are Hindus. There are also Buddhists, Taoists and Sikhs, as 
well as many indigenous tribes practising animistic religions. 
Indonesia is also one of the most progressive and relaxed Islamic 
countries. However, Islamic customs should still be respected. 
One of the five principles underpinning the constitution (known 
as Pancasila), protects five officially recognised religions: Islam, 
Christianity, Hinduism, Buddhism and Confucianism.

Society & culture

Values 
When considering the value system of such a vast country it’s worth looking at the 
founding philosophical theory of the Indonesian state: the concept of Pancasila. 
There are five principles that are said to define the country’s nationhood, borne out of 
centuries-old traditions. They are:  

 ® Belief in the one and only God

 ® Just and civilised humanity

 ® The unity of Indonesia

 ® Democracy guided by the wisdom of deliberations among representatives

 ® Social justice for all the people of Indonesia

 
Importance is also placed on the values around family, ethnic group, hierarchy and also 
the Asian concept of ‘face’ (malu). This involves avoiding the shaming and belittling of 
others. 
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 Customs &  
 celebrations
In addition to the Islamic festivals and holidays, including the 
holy month of Ramadan and the birth of the Prophet Muhammad 
(Milad un Nabi), there are a number of other national events. 
These include Chinese New Year and Indonesia’s Independence 
Day (17th August). In true Indonesian fashion, with its 
kaleidoscope of influences, the Birth of the Buddha (29th May), 
Balinese Hindu New Year (17th March) and Christmas Day (25th 
December) are celebrated and are public holidays. 

Business visitors should avoid holding meetings or trying to 
conclude deals two weeks prior to and two weeks following the 
end of Ramadan and the Idul Fitri holiday. 

A festival takes place somewhere every 
month, from the Kuta Karnival in Bali to 
the Solo Batik Carnival in Solo City. Check 
with your local contact in Indonesia and 
ask for a calendar of events. 

 Useful phrases

 

English
Indonesian

Good morning 
Selamat pagi 

Good afternoon
Selamat siang 

Good night 
Selamat malam 
  
Welcome 
Selamat datang  
 
Goodbye 
Selamat tinggal

Have a safe journey
Selamat jalan

What time is it?
Jam berapa? 

How much is this?
Berapa harganya ini?

Society & culture

Thank you
Terima kasih  

How are you?
Apa kabar? 

Do you speak English?
Anda bisa bicara bahasa inggris?

Can you help me?
Bisakah kamu membantuku? 
  
Sorry
Maaf
 
Yes 
Ya

No 
Tidak

Help! 
Tolong! 
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The business environment in Indonesia can be quite relaxed when 
it comes to scheduling and meetings, although international norms 
tend to form Indonesia’s way of working.

Punctuality will be appreciated by your Indonesian counterparts. However, as traffic can be 
busy especially in key cities, it’s advisable to build in extra time to account for this when making 
appointments.

In Indonesia’s business culture, respect is held for the rank of individuals, with compliance and 
loyalty also crucial to relationship-building.

Businesses can be hierarchical, but this varies between organisations. Older CEOs and board 
members tend to be held in very high esteem with decisions and direction for a corporation still 
generated at the top. 

Many enterprises are still family run and working practices and values are underpinned by trust 
and familiarity, both of which take time to foster. 

It’s highly beneficial for overseas investors to have a local partner who has been carefully 
chosen. The partner will be invaluable - from dealing with local government officials to speaking 
to company representatives in Bahasa. Trust is vital and this can be more easily built through a 
local intermediary.

Working practices & values
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 Business etiquette
In this section

Greetings
Dress code
Negotiations
Business cards
Sealing the deal
Entertaining
Golden rules
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 Greetings
In Indonesia a loose, light handshake is preferable to the hard, 
determined one used in Western countries. A bow of deference is 
also popular with greetings directed to the most senior member of 
your local contact team first. These people are normally presented to 
you and greetings can be formal. Handshakes come with a sincere 
‘selamat’ meaning peace. Do not use the left hand, or reach out for 
body contact, as slaps on the back or touching is also frowned upon.   

 Dress code
The business dress for initial meetings can be quite formal. Suits and 
ties for men, skirts and blouses for women. However, as this is tropical 
Asia, the heat and humidity can be high. Jackets can be removed if 
your host is less formally dressed. 

For instance, the traditional batik shirt worn by men is commonplace in 
the office now and is considered proper business attire. Women should 
be aware of Muslim sensitivities around female attire and should not 
wear revealing clothing.

 Negotiations
Any business deals take time here. Nothing is rushed, which can cause 
frustration at times. The generally slower pace, group-thinking and the 
fact that decisions are made at the top all combine to result in a long wait 
for a deal to be concluded. Also, many negotiations and deals are done 
with so-called ‘friends’, so developing a strong bond and relationship is 
crucial before anyone will sign on the dotted line. Trust is paramount. 
Price and details are secondary to strong relationships when it comes to 
negotiations. 

 Business cards
Business cards are primarily exchanged after the initial handshake, 
introductions and greetings. As with many Asian countries, business cards 
are taken seriously. You must present them with both hands and reach out 
to your host with yours. They will be received with dignity and respect. 
It’s also good to read the business card with interest. Cards are tokens of 
prestige and should be dealt with accordingly. Do not throw them about 
with one hand or toss them over to your host. If in a meeting with a table, 
keep the cards laid out in front of you.

Business etiquette
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 Sealing the deal
Patience, patience, patience – a crucial characteristic when doing deals in Indonesia. 
Compromise is everything and everyone has to give a little. ‘Yes’ may mean ‘no’, 
so you or your counterpart does not lose face in the negotiations. There are many 
ways to say yes and no in Bahasa Indonesia. It is best to enter into deal-making once 
you’ve established a strong local bond with your business counterpart.

 Entertaining
Direct business and deals are often not discussed the first time you meet a 
prospective business partner. This ‘getting to know you’ phase also extends to 
entertaining, which usually involves a meal. Expect shared dishes eaten in a relaxed 
atmosphere at a restaurant or at a person’s home. Wait to be seated. Forks and 
spoons are often the only utensils. Hierarchy is also important at the dinner table in 
terms of who is speaking and the subject of conversation. This is a great chance to 
get to know your host and form a long-standing relationship. Expect questions about 
family and culture. Focusing on the minutiae of deals and business is not expected 
during an entertaining dinner. 

Golden rules

01 Patience is a virtue 
From deal-making to negotiations and building relationships, 
everything takes time in Indonesia. Once you’ve put the hours in you 
will reap the rewards.  

02 Be flexible with your time 
This is the Asian tropics. Business is done in Indonesian time and so 
are meetings. Don’t forget that the slower pace, group-thinking and 
the fact that decisions are made at the top can result in delay.

03 Fatalistic by nature 
Keep ‘kekuatan alami’ – that life is largely pre-determined – in mind. It 
explains the attitude of many Indonesians and carries through to the 
business environment. 

04 Hierarchy and respect 
The paternalistic concept of ‘bapak’ or ‘father’ is a reminder that 
nothing happens without the say-so of the boss. 

Business etiquette
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 Economy
In this section

Highlights
Regional economies
Exports & imports 
Currency
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 Highlights
 ® This middle-income country is the world’s 16th largest 

economy and a significant global player. By 2030 and then 
by 2050, it’s expected to rise higher up the ranks and be 
bigger than the UK or France. 

 ® The country has been showing strong growth. The World 
Bank raised the nation’s growth forecast last June by the 
most in East Asia. 

 ® Indonesia is second only to Singapore in ASEAN when it 
comes to the performance of its economy, according to the 
World Economic Forum. It has a young, vibrant population.  

Economic Structure

Services (% of GDP)  45%1

Industry (% of GDP)  41%1

Agriculture (% of GDP)  14%1

 Exports Imports
Global Ranking 304 324

Value $144 billion1 $136 billion1

Global Share  0.9%2 0.8%2

GDP (Current USD) 
$932 billion1 

Real GDP Growth  
5.07%1

GDP Per Capita 
$3,8592 

Inflation Rate  
3.4%3

Today, Indonesia is Southeast Asia’s biggest country by both the size of its 
economy and population. This lower, middle-income economy is showing 
strong growth with sound fundamentals. This has been acknowledged by 
credit rating upgrades. It’s also the only G20 member from Southeast Asia.

Indonesia has a robust macro-economic environment. Its growth is more consistent than the BRICS for 
instance. Commodity trading is strong and it produces and exports a lot of the world’s crude palm oil, 
as well as vast quantities of rubber, cocoa, coffee, gold and coal. 

Indonesia’s GDP has grown steadily throughout the late 20th Century (except during the Asian financial 
crisis) and into the 21st Century, thanks largely to a boom in commodities and a ravenous China. 

Gains in real wages have also been fuelling strong consumption in Indonesia. It must be appreciated 
that its middle class is bigger than the whole population of Australia or Malaysia, and its economic 
might should not be underestimated. All eyes are now on local elections in June and the presidential 
elections in 2019 (campaigning starts in September), as well as the changes that this will bring to the 
economy. 

Economy

Sources:
1World Bank Group, 2018
2Organisation for Economic Co-operation and Development, 2017
3Trading Economics, 2018
4World Trade Organization, 2017
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 Regional economies
Indonesia is one of the world’s largest exporters of coal and natural 
gas. It’s surrounded by economies from China to India, South Korea 
and Japan that are thirsty for natural resources. The Southeast 
Asian nation is also part of the free trade zone of ASEAN. Many 
transhipments moving in and out of the country also pass through 
Singapore.  

An export boom across Southeast Asia has been benefiting 
Indonesia. A significant amount of ASEAN business also gravitates 
around Indonesia in terms of regional economies due to its size. 
Its population is double that of the Philippines, the second most 
populous country. Indonesia makes up 40% of the region’s total 
population, while its economy is twice as big as the second largest 
ASEAN member, Thailand. Indonesia accounts for one-third of the 
region’s whole economic strength. 

 Exports & imports 
Consumption is still a dominant factor for the Indonesian economy, 
with household spending growing and buoying imports. Domestic 
consumption contributes to 56% of GDP. This helps to isolate 
the country from global economic crises. Indonesia has made 
importing easier and faster now by introducing an electronic single 
billing system. This reform applies to both Jakarta and Surabaya.

In 2017, Indonesia made exporting and importing easier by improving the customs services and document 
submission of the Indonesia National Single Window. Stronger global growth and rebounding international 
trade have spurred on exports. Export and import volumes have both registered double-digit growth, for 
the first time since 2012.

Crude palm oil, coal, cocoa, tin and natural gas are all strong 
Indonesian exports. Its key imports include mobile phones, machinery 
and equipment, chemicals, fuels and food.

 Currency
The currency, the rupiah, is managed by the central bank, Bank Indonesia, which has introduced a number 
of measures to control the volume of foreign exchange transactions involving the rupiah. The central bank 
is keen to stem any volatility in the currency. In 2017, interest rates were cut a number of times in quick 
succession to fuel flatlining growth. 

For the first time in 2017, the country issued its first London-listed ‘Komodo’ bond, a rupiah-denominated 
infrastructure investment product that was four times oversubscribed. Komodo bonds could be used for 
future financing of big Indonesian projects. It was named after the Komodo dragon, a large voracious lizard 
only found in Indonesia.

Indonesia’s central bank also plans to bar financial technology companies from using digital currencies.

Effective from 5th March, 2018, under a Bank Indonesia regulation, only licensed money changers and 
banks are allowed to bring into the country banknotes equivalent to one billion rupiah. To date there is no 
restriction on foreign banknotes being carried in. However, individuals must declare when bringing in more 
than one million rupiah. The regulation has been put in place to strengthen Bank Indonesia’s efforts to ban 
the use of foreign currency in local transactions. 

Economy
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 Labour & business
In this section

Highlights
Workforce
Productivity
Bankruptcy
Audit & accounts
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 Highlights
 ® Indonesia is enjoying a demographic dividend. 63% of the 

population is in the workforce and productive, spurring on 
growth and spending. 

 ® Private consumption is the backbone of the economy and 
provides employment and opportunities for businesses 
and investors.

 ® Indonesia’s labour markets are challenging in terms of skill 
levels and the business operating environment is complex. 

Population  
261.1 million1 

 

Workforce  
122 million2 

 

Human Capital Report (Rank) 
723

Unemployment Rate  
(as % of Labour Force)  
5.1%4 

Minimum Wage (Per Month)  
IDR3.35 million (Jakarta) - 
varies by province4 

Maternity Leave (Weeks)  
12 

Labour & business

The potential for Indonesia on the labour and business front is 
vast. The economy remains attractive, though at the same time 
challenging. 

The middle-class population is growing, making Indonesia a great place for consumer product 
businesses. This is also one of the fastest-growing economies within the ten-member ASEAN. 

However, there is a lack of highly educated employees. The Asian Development Bank states 
that almost 60% of workers in Indonesia have not completed high school. The United Nation’s 
Human Development Index (HDI), for instance, ranks Indonesia 113th out of 188 countries, 
indicating Medium Human Development. 

There’s also a challenging investment climate dominated by powerful domestic vested interests. 
This can make progress tough for new businesses and the bureaucracy can also be complex. 

For the next decade or so, Indonesia will enjoy a demographic dividend, whereby the majority of 
the population will be of a productive age. 

Sources:
1World Bank Group, 2018
2World Atlas, 2017
3World Economic Forum, 2017 
4Trading Economics, 2018
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Workforce
Indonesia has a vast workforce of 122 million, which is 
around half the total population. There’s a high proportion 
of working-age people, which is increasing at a relatively 
fast rate. This is a significant engine of economic growth 
now and for the future. 

According to the World Economic Forum, significant 
advances are needed in the labour market with respect to 
efficiency. 

The vast majority of the workforce doesn’t have tertiary 
education. Youth unemployment is also high and two 
million people enter the Indonesian labour market each 
and every year. Indonesia’s burgeoning middle class is 
expected to double in size by 2020.

Labour & business

 Productivity
Indonesia has to find new engines of growth to support productivity. 
Present levels are fairly low, but this is in part due to the large agricultural 
sector manned by over 40 million farmers, one-third of the workforce. 
Indonesia sits behind Singapore, Malaysia, Thailand, South Korea and 
Japan in the wider Asia region. 

Indonesia, along with other Southeast Asian nations, now has an 
opportunity to capture a bigger share of the global manufacturing industry 
at a time of increasing wages in China. ASEAN could replace China as the 
‘factory of the world’, and therefore boost its future productivity.
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 Bankruptcy
The Bankruptcy Law accounts for how insolvencies are dealt 
with in Indonesia. It’s considered by some to be creditor friendly. 
Indonesian law allows for the restructuring of debt through the 
mutual agreement between both the corporation and the creditors. 
Both formal and informal procedures are used. Creditors are ranked 
as follows: 

 ® Preferred creditors (kreditur preferen)

 ® Secured creditors (kreditur separatis)

 ® Unsecured creditors (kreditur konkuren)

 ® Shareholders

The Bankruptcy Law also allows for court-supervised debt 
restructuring. This is known as a Suspension of Debt Payment 
Obligations or ‘Penundaan Kewajiban Pembayaran Utang’ (PKPU) in 
Bahasa Indonesia. 

In terms of resolving insolvency, Indonesia is ranked 38th globally 
for insolvency resolution by the World Bank’s, Ease of Doing 
Business report, above Malaysia, China and the Philippines. The 
country has made significant improvements in this area. In 2003, the 
recovery rate was only 9.9 cents on the US dollar. This has jumped 
significantly to 65 cents in 2018. This Southeast Asian nation is 
among the world’s top ten reformers. 

Audit & accounts
The Limited Liability Company Law requires corporations to prepare 
financial statements. These are in accordance with the accounting 
standards laid out by the Financial Accounting Standard Board 
(Dewan Standar Akuntansi Keuangan). This board comes under 
the Indonesian Institute of Chartered Accountants (Ikatan Akuntan 
Indonesia). Public and private companies must comply with the 
accounting standards issued. 

Indonesia is striving to minimise the differences between its local 
procedures and the International Financial Reporting Standards 
(IFRS). There’s not yet a plan to fully adopt IFRS. All foreign 
companies whose securities trade in the domestic market here are 
required to use Indonesian national accounting standards. 

Auditing standards are upheld by the Indonesian Institute of Certified 
Public Accountants (Institut Akuntan Publik Indonesia, IAPI). 
Membership with IAPI is mandatory for all public accountants in 
Indonesia.

Labour & business



HSBC International Business Guides | Indonesia 21

Taxes & wages
In this section

Highlights
Corporate taxes
Individual tax 
Withholding taxes
Indirect tax 
Foreign-owned enterprise tax
Tax incentives
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 Highlights
 ® Indonesia is currently carrying out a number of tax reforms, 

specifically in terms of what it collects and from whom. The 
country is looking to widen its tax base with an amnesty to 
boost coffers.   

 ® Out of a workforce of 122 million only 30 million people are 
registered with the tax authorities and just 10 million actually 
file a tax return. 

 ® If you invest in pioneer industries, i.e. those that have a 
transformative effect on the Indonesian economy, there 
are both tax exemptions and holidays depending on the 
investments made.

The Indonesian government has set challenging tax revenue 
targets for 2018 in its budget, in a bid to fund social and 
infrastructure spending. Tax compliance in the country has 
risen after a tax amnesty in 2017. Efforts to increase tax 
collections have been stepped up. There has also been a 
stepping-up of efforts to increase tax collections. 

Yet Indonesia’s VAT is still a major source of revenue, while the manufacturing 
sector is a significant contributor to corporate income tax revenues, as is the oil and 
gas industry. The World Bank has called on Indonesia to implement more structural 
reforms to broaden the tax base and improve the efficiency of tax collecting. 

Despite current tax reforms, Indonesia is ranked 114th globally for updating its tax 
code and practices in The World Bank’s Ease of Doing Business Index 2018. 

Taxes & wages

Sources:
1World Bank Group, 2018
2PwC, 2018
3Deloitte, 2017

Ease of doing business – 
Paying Taxes (Rank) 
1141 

Corporate Income Tax 
(Rate)  
25% (flat rate)2

Personal Income Tax (Rate)  
5-30%3 

 

Value Added Tax (Rate)  
10%2
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 Corporate taxes
There is a flat rate of 25% for corporations operating in 
Indonesia, while public companies are entitled to a discount of 
5%. Foreign companies are subject to the same tax burden as 
domestic companies if they carry out their operations within 
Indonesia.  

There are concessions based on the size of a business. If the 
annual turnover is less than IDR50 billion, a 50% tax discount 
is applied. This is imposed proportionally on taxable income, 
based on a gross turnover up to IDR4.8 billion.   

 ® Normal rate          25%

 ® Public corporations with more than  20% 
40% shares traded on the IDX 

 ® Corporations with a gross turnover  12.5% 
below IDR50 billion     

 ® Corporations with a gross turnover  1% 
below IDR4.8 billion  

Following the tax reforms of 2017 and proposals in the 2018 
budget, the government has made paying taxes easier by 
promoting online filing of returns. It has also introduced 
an online system for filing and paying health insurance 
contributions. Taxes have also increased due to the new 
pension contribution at a rate of 2% paid by employers.

 Individual tax
Indonesian residents are subject to tax on their worldwide income. If you are resident for 
more than 183 days in a 12-month period, you also qualify as a tax resident, while non-
residents have to pay a 20% withholding tax on their Indonesia sourced income. The rates 
are as follows: 

2017/18 Annual income tax rates for residents

Taxable Income Band   National Income Tax Rates
IDR1 – 50 million   5%
IDR50 million – 250 million   15%
IDR250 million – 500 million   25%
IDR500 million+   30%

A taxpayer who has income derived outside Indonesia that is subject to taxation abroad is 
entitled to a credit, not to exceed the local tax payable on the foreign income. Indonesia 
has also entered into double tax treaties with 65 countries. 

Indonesia’s tax ratio, which is at roughly 10%, is one of the lowest in Southeast Asia. 

Taxes & wages
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Withholding taxes
A significant proportion of an individual’s income tax is collected 
through withholding by employers. For instance, employees' 
contributions for old-age security savings payments (BPJS 
Ketenagakerjaan) now stand at 2% of a person’s monthly salary, 
while employers must contribute 3.7% of monthly salary. Employees' 
contributions for the Health Care programme are 1% of a monthly 
salary, while employers contribute 4%. Employers must also make 
contributions to accident and life insurance benefit programmes. 
Expatriates are also required to contribute if they work in Indonesia 
for more than six months. 

Withholding taxes are accounted for in the Income Tax Law (Pajak 
Penghasilan). If you are a non-resident taxpayer, the withholding tax 
is 20% on your gross salary. 

 Indirect tax
The VAT rate in Indonesia stands at 10%. Most goods and services are subject to this rate, both 
tangible and intangible products. This is also placed on the import of taxable goods. The export 
of intangible goods and services though is not subject to VAT, although certain limitations apply. 
In addition to VAT, there is also a luxury-goods sales tax (LST). This takes into account high-end 
apartments, houses and luxury vehicles, which are subject to extra taxation. This can vary between 
10 and 125%. These tax liabilities tend to be one-off payments. 

 Foreign-owned enterprise tax
It doesn’t matter if a company is 100% or 1% foreign-owned, if it has overseas shareholders, it’s 
in effect a foreign-owned company. A PT PMA stands for a limited liability company with foreign 
direct investment (or Penanaman Modal Asing in Bahasa Indonesia). 

Permission to operate must be obtained from Indonesia’s Investment Coordinating Board (BKPM 
or Badan Koordinasi Penanaman Modal). All investments must be reported through an Investment 
Activity Report submitted to the BKPM.  

The proportion of a company’s shares that can be owned by foreign companies varies from 
industry to industry, with different rules for every sector of the economy from the automotive 
industry to fruit cultivation.

Taxes & wages



25HSBC International Business Guides | Indonesia Taxes & wages

Tax incentives
If you are engaged in what the government calls ‘pioneer 
industries’ and you invest the equivalent of USD80 million (IDR1 
trillion) there is a potential tax exemption holiday for between 
five and 15 years. The government has also provided tax 
reductions (tax holidays) since 2016 ranging from 10% to 100% 
for companies that meet specific requirements. Please check 
BKPM, the Indonesian investment agency. The pioneer industries 
are in the following sectors of the economy: 

01 Basic metal industries

02 Oil refinery industries

03 Basic organic chemicals from natural oil and gas

04 Machinery industries

05 Communication devices industries

06 Agricultural processing

07 Marine transportation

08 Manufacturing industry in special economic zones 

09 Economic infrastructure projects 

These industries are those that ‘have wide relevance, give added value and high 
externality, introduce new technology and have strategic value for the national 
economy’, according to the Ministry of Finance. The government is also offering 
tax incentives for labour intensive industries that boost exports and innovative 
products, with a major focus on manufacturing, which is a key contributor to 
Indonesia’s GDP.
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 Highlights
 ® Indonesia is one of the top 10 reformers worldwide according 

to the World Bank's Ease of Doing Business Index 2018, 
although it needs to go further with critical structural reforms. 

 ® In the same index, Indonesia is ranked 72nd overall. This is 
above the regional average for East Asia and the Pacific, and 
above China.

 ® Indonesia has been gradually moving up the competitiveness 
ladder. Southeast Asia’s biggest nation is also one of the top 
innovators among the world’s emerging economies.  

Investment & trade

The government under President Joko Widodo, widely known as ‘Jokowi’, 
has tried to prioritise both domestic and foreign investment, in a bid to buoy 
Indonesia’s economic growth. In 2017 Indonesia continued a strong agenda 
of reforms to improve its investment climate. 

Despite being one of the top reformers globally, as measured by the World Bank, Indonesia’s rankings in 
terms of trading across borders, starting a business, enforcing contracts and registering property are lower 
than other competitive Asian counterparts. 

However, the government hopes its reform agenda will boost inward investment and trade. It has done 
this through deregulation and cutting the number of permits needed by investors in an attempt to reduce 
bureaucratic barriers. 

The government has also formed a “one-stop-shop” (OSS) for permits and licenses at the Investment 
Coordination Board (BKPM). Various licensing and non-licensing activity once managed by a variety of 
government agencies have been adopted by BKPM to speed up the process.

The drop in FDI in recent years shows that further reform is needed before overseas players, particularly 
foreign private sector companies, invest heavily in Indonesia, especially in the infrastructure sector, where 
investment is sorely needed.

Sources:
1World Bank Group, 2018
2World Economic Forum, 2018

FDI Net Inflows  
(Current USD) 
$4.14 billion1 

Ease of doing business 
- Trading across borders 
(Rank) 
1121

Ease of doing business  - 
Starting a business (Rank)   
1441 

Enabling Trade Index 
(Rank) 
702
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 Ease of doing  
 business 
In the World Bank’s Ease of Doing Business Index 2018, 
Indonesia ranks 72nd, over the regional average for East Asia and 
the Pacific, and above China. The country has been reforming; it’s 
now less costly to start a business with the authorities reducing 
the start-up fees for limited liability companies to 10.9% of 
income per capita, from 19.4%. 

In 2017, the country also made it easier by creating a single form 
to apply for the company registration certificate and trading 
licence. It’s also abolished the minimum capital requirement for 
SMEs and there is now an online system to reserve company 
names.

In the last decade or so, Indonesia has reformed the most in 
terms of starting a business, with eight reforms since 2003, 
according to the World Bank. Start up a new business in Jakarta, 
the capital, and it will now take you 22 days not 180 or so, which 
was the case back in 2003. 

However, further reforms are still needed. The procedures 
required to register a new business remain high, at 11, which 
compares with five procedures in high-income OECD economies.

 Foreign investment 

The attraction of Indonesia is obvious. This is an enormous market. The country has a vast number of 
people of earning age. An ambitious USD350 billion infrastructure programme is also much needed.

Therefore, the opportunities are there. However, so are the issues for foreign investors. There have 
been calls to further simplify the investment process. The economy also remains hampered by what 
one rating agency has called ‘structural weaknesses’. Foreign direct investment remains sluggish. 

The World Bank has said that Indonesia needs to ease rules that require foreign companies to use 
locally produced materials if they want to spur foreign direct investment.

There is a reform agenda in place to boost foreign investment. For instance, Indonesia has 
strengthened minority investor protections by increasing shareholder rights and their role in major 
corporate decisions. Businesses also now require greater corporate transparency. 

The Indonesian government is also amending ownership rules in partly or fully closed sectors of the 
economy. In a bid to boost more foreign investors, the transport sector has been earmarked too. 

With growth stuck at around 5%, the aim is to increase this with more investment from overseas. The 
president of Indonesia is finding it difficult to deliver a campaign promise to lift growth to 7% during 
his term in office, which ends in 2019.

Investment & trade
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 Government incentives
Many government incentives and activities are now channelled through Indonesia’s 
Investment Co-ordinating Board (BKPM or Badan Koordinasi Penanaman Modal). 
The government has certainly opened up the number of industrial sectors that 
foreign investors can plough money into, including logistics, the digital economy, 
energy, pharmaceuticals, the film industry and tourism. 

There are tax holidays and tax incentives to spur on investment, as well as import 
duty exemptions for those companies using locally produced machinery. BKPM has 
a set of new priority sectors now including manufacturing, infrastructure (including 
power plants), agriculture, the maritime sector, tourism, special economic zones 
(SEZs) and industrial estates. 

The Indonesian government has a plan to spend USD400-450 billion between 2015 
and 2019 to deliver major infrastructure projects, including rail and road. A number 
of these will be through Public Private Partnerships (PPP).  

Investment & trade

 Competitiveness
Indonesia is ranked 36th in the World Economic Forum's Global 
Competitiveness Index for 2018. In the East Asia and Pacific region 
it is around the middle of the table, and behind the regional average. 
In terms of Southeast Asia, Indonesia is less competitive than 
Singapore, Malaysia and Thailand, but above Brunei, the Philippines 
and Vietnam. 

Indonesia has been gradually moving up the 
competitiveness ladder, elevating five places 
since last year.

Indonesia has, in fact, been improving its performance across all 
measures, based on this index and is one of the top innovators 
among the world’s emerging economies. The size of the market 
and the relative robustness of the macro-economic environment 
help. It also scores 31st and 32nd place respectively with regards to 
innovation and business sophistication. 
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 Capital markets  
 & banking
Financial markets have exhibited a strong recovery from the 
Asian Financial Crisis that hit in the 1990s. The Jakarta Composite 
Index, the country’s benchmark is buoyed by the cyclical prices of 
commodities, on which the economy is dependent. 

Indonesian shares have been affected positively by optimistic views 
about the Indonesian economy with the government working hard 
on reforms, such as removing fuel subsidies. The country has 
an investment grade rating from S&P, which it achieved in 2017 
leading to a flood of foreign investment into the nation’s bond 
market. Currently, Moody’s Investors Service gives the country a 
Baa3 rating with a positive outlook. Fitch has also upgraded the 
country’s rating.

The Southeast Asian nation’s strong reliance on external foreign-
currency denominated borrowing and funding, with a need to move 
towards more domestic sources of financing. For instance, foreign 
investors own more than one-third of government bonds.

There’s also now a focus on Islamic finance in Indonesia, which the 
country is hoping to tap into. This includes Islamic bonds, or Sukuk. 
The fact that Indonesia has the largest Muslim population in the 
world, and an underdeveloped Islamic finance market, means this 
sector has incredible potential.

 Intellectual property rights

Indonesia is a member of the World Trade Organization (WTO), and has ratified the 
TRIPs Agreement (Agreement on Trade-Related Aspects of Intellectual Property). 
Indonesia has also signed the Paris Convention. The country is bringing its IP regime in 
line with international standards.

However, protection is still an issue, and this is also true of maintaining intellectual 
property rights. A lack of public awareness and enforcement is part of the picture. It’s 
difficult to monitor infringements over a territory as large as Indonesia. 

The Asia Business Law Journal puts the financial cost of IP infringements to the 
economy at up to 6.5 trillion rupiah (USD487 million). 

Investment & trade
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 Highlights
 ® Past under-investment in infrastructure is changing for the better, 

but Indonesia needs to spend USD1.5 trillion to catch up with other 
comparable emerging economies. 

 ® A number of new infrastructure projects are due to come online in the 
coming years, from light-rail to mass rapid transit systems in Jakarta 
and Surabaya. More infrastructure is being built than ever before.

 ®  There are more mobile phones in Indonesia than there are people. 
Three telecoms players dominate mainly in Java. Connecting telecoms 
and ICT infrastructure is a challenge in an archipelago of such size.

Railway Network 
8,159 km1

Quality of Overall 
Infrastructure (Rank) 
682 

Quality of Roads (Rank) 
642 

Quality of Railroad 
Infrastructure (Rank) 
302

Quality of Port Infrastructure 
(Rank) 
722 

Quality of Air Transport 
Infrastructure (Rank) 
512

ICT Infrastructure – Network 
Readiness Index (Rank) 
802

Inland Waterways 
21,579 km1

Motorway Network  
34,628 km1

The Indonesian government says it’s on track to complete the 
largest amount of infrastructure ever built in the country in a five-
year period. Constructing roads, railways and ports is a priority. 

Indonesia’s capital Jakarta is getting a mass rapid transit system, the first for the G20 
nation. The $3 billion railway is expected to start running in 2019, which is when a light rail 
transit system will also open with a rail link to the city’s airport. 

The World Bank has said that Indonesia needs to spend USD1.5 trillion to catch up with 
other comparable emerging economies. Part of the issue is that private sector companies 
have not had a chance to tender for infrastructure initiatives. These projects have mainly 
gone to state-owned enterprises. The private sector is estimated to be handling only one in 
five projects.

Infrastructure

Sources:
1Central Intelligence Agency, 2017
2World Economic Forum, 2018
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 Digital infrastructure 

Indonesia is the fourth largest mobile market in the world and features in the 
global top ten 3G markets.

Three telecommunication network and services providers, Telekomunikasi 
Indonesia (Telkom), XL Axiata and Indosat dominate the marketplace, which is 
worth over USD14 billion, according to IDC. Although there is competition on 
the main and most populated island of Java, Telkom dominates elsewhere and 
this leads to higher rates in rural and more remote areas. 

President Widodo has set an ambitious goal to bring about further connectivity 
across the sprawling archipelago by 2019. Under-served regions include 
Sumatra, Kalimantan and Sulawesi. The high costs of building the telecoms 
network to connect thousands of islands is the biggest issue. 

Transport  
infrastructure 
Over 2,600 km of brand new roads and seven entirely new airports 
have been built since the current president took office in October 
2014. This is a country that already has close to 500,000 km of 
roads. However, with 17,500 islands, the function of air transport is 
significant. 

The densely populated island of Java, with 7% of Indonesia’s land 
area, but nearly two-thirds of the population, accounts for a quarter 
of the country’s road network. There are four unconnected rail 
networks on Java and Sumatra. These are focused on transporting 
bulk commodities and long-distance passenger traffic. 

There are also more than 10,000 km of navigable waterways along 50 
river systems. The country has over 300 public ports scattered over 
the archipelago, which stretches for over 5,000 km. 

Jakarta’s main airport Soekarno-Hatta is the 
18th busiest in the world and handles over 
50 million passengers a year. 
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Major infrastructure projects in Indonesia:

 ® Jakarta-Surabaya rail project

 ® Jakarta-Bandung rail link

 ® Soekarno-Hatta Intenational Airport Rail Link (SHIARL)

 ® Soekarno-Hatta International Airport terminal expansion

 ® Jakarta Mass Rapid Transit

 ® Bandung Light Rail Transit

 ® Surabaya Mass Rapid Transit

 ® Kertajati (West Java) Airport

 ® Kulonprogo (Yogyakarta) Airport

 Infrastructure   
 investment 
For all the talk about infrastructure investment in Indonesia, too 
few diggers have been scraping up the dirt, even though the 
president has outlined a need for USD450 billion in infrastructure 
investment up to 2019. 

The infrastructure needs in Indonesia’s fast-growing, rapidly 
urbanising economy are huge. Years of under-investment have 
led to a large infrastructure deficit. The World Bank says this is 
constraining Indonesia’s growth and limiting the pace of poverty 
reduction.

The government is taking this seriously and allotted around $72 
billion in infrastructure spending in 2017. This includes capital 
injections to state-owned enterprises and another $30 billion was 
earmarked for 2018. Boosting the participation of the private sector 
in infrastructure development will be crucial.

Bonds could help. Four Indonesian firms are issuing the country’s 
first rupiah-denominated globally-focused bonds, which have been 
called ‘Komodo bonds,’ in order to pump fresh funds into new 
infrastructure.
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 Highlights
 ® Adjusting to the world’s largest Muslim country, its 

tropical Asian culture and ways of doing things can 
take some time. 

 ® Jakarta, the country’s capital is ranked 143rd behind 
Xian, China and Hyderabad, India on Mercer’s quality 
of living index. It’s the most popular relocation 
destination. 

 ® Don’t underestimate the time it takes to get a work 
visa. To get a KITAS (limited stay visa) does take time, 
effort and relevant documentation. 

Moving to Indonesia involves many months of planning. You need to make 
sure you have the right working visas and find the accommodation to suit 
your lifestyle.

As this is a majority Muslim country, the reality of a more conservative way of life in the tropics can take 
some adjustment. Road congestion in Jakarta is one of the biggest challenges facing many people who 
relocate here. This will determine where you rent an apartment and where you locate your offices.

Indonesia is relatively strict about foreigners being employed in Indonesia. It takes time, effort and 
documentation to obtain a limited stay permit commonly used by expats employed in Indonesia, 
generally called a KITAS. 

Your corporation will need to justify why the position you are applying for needs an overseas specialist. 
The Ministry of Manpower can reject applications if they find your company already has too many 
foreigners, usually if it’s over 20% of the staff headcount.

Cost of living

Sources:
1Numbeo, 2018
2Mercer, 2018
3Property Rights Alliance, 2017

Cost of Living Country Index (Rank)    
871 

Quality of Living City Index - Jakarta (Rank)   
1422  

International Property Rights Index (Rank)   
683
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 Relocation 
Relocate to Indonesia and you will experience a land of 
contrasts, anything from laid-back luxury, surrounded by lush 
rainforests and idyllic beaches, to the frenetic pace and endless 
urban sprawl of the country’s capital.

Many expatriates and foreign workers live in Jakarta. This is the 
economic, business and cultural hub of Indonesia. Here you 
can enjoy highly developed infrastructure and amenities of an 
international standard. 

However, overpopulation, crowding and traffic are an increasing 
problem, and the associated issues of pollution and congestion 
can affect the quality of life. However, this is more than made 
up for by the low cost of living, superb housing options and 
delectable local cuisine.

Education is taken very seriously in Indonesia and the country 
has a literacy rate of around 93%. Expatriate children can enrol 
in public schools, but the majority go to international schools. 
There are a number of high-quality schools in Indonesia, most of 
which are in Jakarta.

Cost of living

 Quality of life
Certainly, the cost of living in Jakarta or Surabaya, as well as other cities, differs greatly to Indonesia’s rural 
areas. The cost of living here, even in the capital, is relatively low when compared with other cities in Asia 
such as Singapore, Hong Kong or Tokyo. Costs are also more equitable than other Western countries, too. 
Food prices are competitive and so are those for public transport. However, healthcare and schooling can 
be relatively expensive. 

Expatriates should look at central Jakarta if they are relocating on their own or as a couple if only to 
counter the traffic. Relocating families prefer Pondok Indah, which is near international schools and offers 
larger multiple occupancy apartments and houses. The eastern suburbs of Menteng, Kemang Kebayoran 
Baru, and Kemang also have excellent housing options, which are close to amenities.

Prices vary widely for accommodation. The issue is payment upfront for a lease on a property regardless of 
the length of stay.  

 Commercial real estate
There’s been a continual influx of new office space in Jakarta and there is potential to take advantage 
of low rents in the capital. Many options exist for new tenants looking for space at competitive prices, 
especially new buildings. The central business district (CBD) area is growing in size with increasing supply.

Increasingly, there is an emergence of co-working spaces and business offices. This trend allows you 
to take on short-term tenancies in a shared block. The rise of this sector is due to the uncertainty in the 
market, which requires long-term contracts to be signed. Many businesses aren’t willing to sign. The 
greatest density of co-working spaces can be found in Jakarta’s CBD.
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 Highlights 
HSBC has had a long and established presence in Indonesia for more 
than 130 years, with 96 branches in 29 cities across the country.

HSBC Indonesia has an unparalleled track record across all debt 
products for Indonesian clients and we are at the forefront of key 
market trends, notably liability management exercises, conventional 
and sukuk issuance. 
 

 Profile
HSBC Indonesia commands a strong position in the local market, with 
a combination of local knowledge, banking capabilities and global 
expertise in terms of execution and product diversity.

Employing more than 4,000 people, HSBC Indonesia offers a range of 
products and services in commercial, wholesale, retail banking and 
wealth management.

 Key products & solutions
 ® Investment Banking: Financing Solutions; Capital Markets; M&A Advisory

 ® Global Markets

 ® Transactional Banking: Global Liquidity and Cash Management (GLCM); Global Trade 
and Receivables Finance (GTRF); Securities

 

 Next steps
If you have any questions relating to our services or would like any further information: 

 ® Speak to your HSBC Relationship Manager

 ® Visit www.hsbc.co.id

 
To view the HSBC International Business Guides landing page and explore other 

countries please visit www.business.hsbc.com/business-guides

HSBC in Indonesia

This document was last updated in August 2018



40HSBC International Business Guides | Indonesia

DISCLAIMER

This document is issued by PT Bank HSBC Indonesia (“HSBC”). We make no representations, warranties or guarantees (express or 
implied) that the information in this document is complete, accurate or up to date. We will not be liable for any liabilities arising under 
or in connection with the use of, or any reliance on, this document or the information contained within it. It is not intended as an offer 
or solicitation for business to anyone in any jurisdiction. The information contained in this document is of a general nature only. It is 
not meant to be comprehensive and does not constitute financial, legal, tax or other professional advice. You should not act upon the 
information contained in this document without obtaining your own independent professional advice. The information contained in this 
document has not been independently verified by HSBC. 

This document contains information relating to third parties. The information does not constitute any form of endorsement by these third 
parties of the products and/or services provided by HSBC or any form of cooperation between HSBC and the respective third parties. 

Under no circumstances will HSBC be liable for (i) the accuracy or sufficiency of this document or of any information, statement, 
assumption or projection contained in this document or any other written or oral information provided in connection with the same, or 
(ii) any loss or damage (whether direct, indirect, consequential or other) arising out of reliance upon this document and the information 
contained within it.

HSBC does not undertake, and are under no obligation, to provide any additional information, to update this document, to correct any 
inaccuracies or to remedy any errors or omissions. 

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, 
mechanical, photocopying, recording or otherwise, without the prior written permission of HSBC and the third-party contributor. Any 
products or services to be provided by HSBC in connection with the information contained in this document shall be subject to the terms 
of separate legally binding documentation and nothing in this document constitutes an offer to provide any products or services.  
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