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Chapter I. Introduction 

 

 

This study, commissioned by the EU Delegation in Jakarta and executed by the European 

Businesses Chamber of Commerce in Indonesia (EuroCham), generally aims at providing 

information that will raise awareness of the EU’s investment in Indonesia. In addition, the study 

attempts to identify, provide a comprehensive mapping, and analyse the existing situation 

concerning EU investments in Indonesia; as well as to provide the EU Delegation with 

recommendations on ways to support increasing EU investments.    

 

The major conclusion is that investors from the European Union have to date invested some 

US$ 130 billion and currently provide around 1.1 million jobs in Indonesia. Whilst this is 

impressive, it does not reflect the enormous opportunities that exist for Indonesia to attract 

much more, perhaps even double, the amount of European FDI. Clearly, finalising a 

Comprehensive Economic Partnership Agreement with the EU would facilitate such an 

increase, as would an improvement in the level of transparency and regulatory framework. 

 

The first section of the study will provide an overview of EU-Indonesia economic relations to 

date, particularly in trade and investment. This will be followed in the second section by an 

analysis of direct investment from the EU and its contributions to the Indonesian economy. 

Conclusions and recommendations to foster EU investment are provided in the final section of 

this study.  

 

I.1.  Increasing Importance of Investment to Economic Growth in Indonesia  

 

Despite the deteriorating and uncertain global economic outlook, the Indonesian economy 

has continued to exhibit robust growth. According to the Central Bureau of Statistics1, the 

Indonesian economy has grown by an average of approximately 6 percent annually over 

the past five years. In 2011, economic growth was recorded at 6.5 percent, the highest 

growth achieved since the Asian crisis (Figure I.1). Indonesia’s economy was also one of 

the top performers among the ASEAN-5 countries throughout 2007-2011. Table 1.1 

shows that Indonesia’s average GDP growth from 2007-2011 has on average exceeded 

                                                           
1
http://www.bps.go.id/tab_sub/view.php?tabel=1&daftar=1&id_subyek=11&notab=9 

http://www.bps.go.id/tab_sub/view.php?tabel=1&daftar=1&id_subyek=11&notab=9
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that of Malaysia, Philippines, Singapore and Thailand. Consumption, particularly 

household consumption, and investment are major contributors to Indonesia’s robust 

economic growth (Figure I.2). 

 

Figure I.1. Indonesia’s GDP Growth: 1991 – 2011 (in percent) 

 
Source: IMF World Economic Outlook Database, 2012.  

 

 

Table I.1. ASEAN-5 GDP Growth: 2007-2011 (in percent) 

 2007 2008 2009 2010 2011 
Average: 
2007-2011 

Indonesia 6.3 6.0 4.6 6.2 6.5 5.9 

Malaysia 6.5 4.8 -1.6 7.2 5.1 4.4 

Philippines 6.6 4.2 1.1 7.6 3.7 4.7 

Singapore 8.9 1.7 -1.0 14.8 4.9 5.8 

Thailand 5.0 2.6 -2.3 7.8 0.1 2.6 

Source: IMF World Economic Outlook Database, 2012; and Author’s computation 
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Figure I.2. GDP by Share of Expenditure (in percent): 2000 – 2011* 

  

Source: Author’s computation and Central Bureau of Statistics (BPS) 

*) Note: GDP at constant price 2000 

 

 

In contrast to the mild decline in the contribution of consumption, the investment 

contribution to GDP has continued to increase (Figure I.2). The share of investment to 

total GDP rose from approximately 20 percent (2000) to 24.4 percent (2011)2, highlighting 

the increased importance of investment as a source of economic growth in Indonesia. 

Similar to investment, net export3 has also increased its contribution to total GDP. 

Although the share of net export to GDP is relatively small compared to consumption and 

investment, statistics, Table I.2 exhibits a positive trend in the net export contribution to 

growth4. The increasing share of net export was largely due to robust export growth. 

Except for the period of global financial crisis in 2009, the value of exports has 

experienced double digit growth since 2004. In 2011, the total value of exports was US$ 

203.5 billion5. 

 

 

 

 

                                                           
2
 On average, share of investment to GDP is approximately 22 percent (period: 2000-2011) 

3
 Net export = Export of goods and services minus import of goods and services 

4
 On average, net export accounted for approximately 10 percent of total GDP throughout 2000 – 2011 

5
 Ministry of Trade.http://www.kemendag.go.id/statistik_neraca_perdagangan_indonesia/ 

http://www.kemendag.go.id/statistik_neraca_perdagangan_indonesia/
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Table I.2. Share to GDP by Expenditure: 2000 – 2011 (in percent)* 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 Average

Consumption 

Expenditure
68.2 68.4 68.5 68.3 68.2 67.3 66.3 65.4 65.3 66.3 65.0 63.8 66.8

   Private 61.6 61.6 61.2 60.7 60.6 59.6 58.3 57.6 57.2 57.3 56.5 55.6 59.0

   Government 6.5 6.8 7.3 7.7 7.6 7.7 8.0 7.8 8.1 9.0 8.5 8.2 7.8

Investment 19.9 20.4 20.4 19.6 21.4 22.5 21.9 22.5 23.7 23.4 23.9 24.4 22.0

Export of Goods and 

Services
41.0 39.8 37.6 38.0 41.1 45.3 47.0 48.0 49.6 42.8 46.4 49.5 43.8

(Less) Import of Goods 

and Services
30.5 30.6 28.1 27.2 32.8 36.5 37.6 38.6 40.0 32.5 35.9 38.3 34.0

Net Export 10.5 9.2 9.6 10.8 8.3 8.8 9.4 9.4 9.6 10.3 10.5 11.3 9.8

Source: EuroCham computation, Central Bureau of Statistics & Asian Development Bank  

*) Note: GDP at constant price 2000 

 

 

Amongst the above GDP contributors, investment has received increased attention thus 

far. According to Bank of Indonesia, over the past five years the investment flow has more 

than doubled from US$ 6.9 billion (2007) to US$ 18.1 billion (2011). Such a positive trend 

has put Indonesia back at the top of investment destinations in Southeast Asia, although 

behind Singapore. Indonesia’s share of FDI inflow compared to total ASEAN FDI inflow 

has almost doubled from 8.7 percent (2006) to 16.8 percent (2010)6. 

 

Sound macroeconomic performance is the main explanation behind the rapid increase of 

investment flow. Robust economic growth, strong private consumption, rising exports, 

sustainable fiscal position, stable inflation rate, and well maintained financial systems are 

other indicators that demonstrate Indonesia’s sound macroeconomic performance and 

attraction for FDI. Aligned with the positive economic environment, at the end of 2011 and 

early 2012, Indonesia received credit rating upgrades from two of the major international 

credit rating agencies7 - although the other (i.e., Standard and Poor) postponed such a 

decision based on, among other things, a worsening regulatory environment. The 

improved ratings further boost investor confidence and provide support for increasing 

investment flows to Indonesia. 

 

                                                           
6
UNCTAD Statistics.http://unctad.org/en/Pages/Statistics.aspx 

7
Fitch Ratings gave Indonesia BBB- ranking with outlook positive; and Moody’s upgraded Indonesia’s 

sovereign rating to Baa3 with outlook stable (Source: BKPM, 
http://www.bkpm.go.id/contents/p16/publications-statistics/17, 5 May 2012) 

http://unctad.org/en/Pages/Statistics.aspx
http://www.bkpm.go.id/contents/p16/publications-statistics/17
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The next factor in explaining the increase in investment flows to Indonesia is the large 

domestic market and growing middle income class. According to the World Bank, as a 

result of continuous robust economic growth, the number of middle income8 Indonesians 

has increased by approximately 51 percent from 89 million (2003) to 134 million (2011), or 

by an average of 6.32 percent per annum9. Consequently, this phenomenon has resulted 

in an increase in demand and has thus had a large multiplier effect on the economy. Such 

development has also increased opportunities for business and investment in Indonesia. 

 

Despite the increasing flow and growing importance of investment, the overall 

performance of inward Foreign Direct Investment (FDI) in Indonesia has remained low 

compared to that of neighbouring countries. Table I.3 shows that Indonesia’s rank in 

inward FDI performance index is lower than that of Singapore, Malaysia, Thailand, and 

Vietnam. This means that Indonesia has lost a competitive edge in attracting FDI inflow 

despite its sound macroeconomic performance, large domestic market, growing middle 

income class, abundant natural resources, and geostrategic location. This low ranking in 

the FDI performance index is reflected in the relative small size of EU investors in 

Indonesia. As shown in Table I.4 EU investment to Indonesia throughout 2000-2010 was 

relatively small compared to other countries in Asia, such as: Hong Kong, Singapore, 

China, Japan, South Korea, and Malaysia.  

 

Table I.3. Ranking of Inward Foreign Direct Investment (FDI) Performance Index in Selected 

Countries: 1990, 1995, 2000, 2005 – 2010  

 

Source: World Investment Report 2011, UNCTAD 

Note: According to UNCTAD, the Inward FDI Performance Index ranks countries by the FDI they receive 

relative to their economic size. It is the ratio of a country’s share in global FDI inflows to its share in global 

GDP. Data for 2011 is not yet available 

                                                           
8
Middle Income spend between US$ 2 to US$ 20 per day (World Bank) 

9
http://bisniskeuangan.kompas.com/read/2011/12/19/07433945/Kelas.Menengah.Tidak.Diantisipasi 

1990 1995 2000 2005 2006 2007 2008 2009 2010

Brunei Darussalam 89 3 16 71 72 111 113 57 45

Indonesia 56 53 139 74 119 119 111 117 79

Malaysia 2 11 55 73 69 71 82 123 46

Philippines 44 54 71 96 94 113 122 108 116

Singapore 1 1 6 12 9 6 61 20 9

Thailand 14 72 78 48 61 72 84 84 83

Viet Nam 17 7 53 57 68 25 20 22 22

Inward FDI Performance Index

http://bisniskeuangan.kompas.com/read/2011/12/19/07433945/Kelas.Menengah.Tidak.Diantisipasi
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Table I.4.  EU Direct Investment Outward Flows by Extra EU Country of Destination: 2000 – 

2010 (in million Euro)* 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

World 1,126,186 633,969 496,095 406,087 369,134 669,041 879,818 1,277,183 923,001 512,261 404,119

Asia 17,574 58,162 31,011 21,472 35,525 42,630 28,445 54,987 78,481 41,504 29,736

Japan 5,458 -8,875 10,193 5,585 5,814 12,328 -1,592 10,207 2,868 1,014 -2,242

China (excluding 

Hong Kong)
2,428 2,293 3,103 3,190 3,868 6,137 6,728 7,219 6,536 6,521 7,128

Hong Kong -3,364 49,115 3,314 3,769 11,334 3,781 3,557 7,184 4,932 4,074 6,083

South Korea 3,182 1,143 1,642 2,103 1,953 4,951 1,850 917 1,515 878 2,823

Singapore -1,003 9,647 7,669 2,772 2,696 -504 9,577 8,734 25,919 4,654 10,594

Indonesia 740 121 -434 1,102 204 4,130 -723 -189 -102 1,531 589

Malaysia 468 -647 308 -121 1,094 815 2,025 4,338 1,254 898 -1,299

Thailand 1,534 -398 517 314 316 240 1,182 413 627 837 335
Source: EuroStat 

*) Note: Data for 2011 is still incomplete 

 

 

Being aware of such a loss, the Indonesian government has made efforts to develop 

various policies to improve the investment climate. Key steps and actions for this effort are 

included in the investment plan (RUPM) published by the Indonesia Investment 

Coordinating Board10, which includes: developing natural resources, diversifying the mix of 

countries for FDI, developing infrastructure, strengthening human resources capacity, 

increasing policy certainty and predictability, providing fiscal and non-fiscal incentives, 

developing downstream industry for added value, and creating a knowledge-based 

economy (with globally competitive labour force and mechanism to advocate and mediate 

investment disputes). Figure I.3 shows the strategic plan and actions from Indonesia’s 

Strategic Investment Roadmap included in the investment plan (RUPM). Another effort 

made by the government is the implementation of a Master Plan for Acceleration and 

Expansion of Indonesia Economic Development: 2011-2025 (MP3EI). One of the main 

items on the agenda in the MP3EI is improvement of the investment climate. According to 

the master plan, in the short-term, improvements to the investment climate will be made 

via removing regulation bottlenecks, providing incentives and the acceleration of 

infrastructure development needed by all stakeholders.  

 

                                                           
10

The white paper on investment is a supplement document for the Long-term National Development Plan 
(RPJPN) of Indonesia’s National Development Planning Agency (BAPPENAS) 



7 

 

In addition to the factors mentioned above, liberalisation measures adopted as part of 

ASEAN initiatives (i.e. under the ASEAN Economic Community Blueprint, and ASEAN 

Comprehensive Investment Agreement) are also expected to provide further support in 

attracting FDI inflow to Indonesia. The ASEAN Comprehensive Investment Agreement 

(ACIA) aims to create a free and open investment regime in ASEAN  via: (i) progressive 

liberalisation of ASEAN Member States (AMSs) investment regimes; (ii) provision of 

enhanced protection for investors of all AMSs and their investments; (iii) improvement of 

transparency and predictability of investment rules, regulations and procedures conducive 

to increased investment among AMSs; (iv) joint promotion of the region as an integrated 

area; and (v) cooperation to create favourable conditions for investment by investors of a 

Member State in the territory of the other Member States. Comprehensive provisions of 

ACIA are expected to enhance protection of investment and improve confidence to invest 

in ASEAN11. Investment facilitation that moves toward creation of a free flow of investment 

in the region, as well as increased investment protection as offered via the implementation 

of ACIA can be expected to attract further foreign investment flows (particularly from the 

EU)12 to ASEAN Member States, including Indonesia.  

 

 

Figure I.3. Indonesia Strategic Investment Road Map  

 

  Source: FDI Strategy Paper 2010, BKPM. 

                                                           
11

 ACIA came Into force in Phnom Penh, April 2012  
12

 EU has been major investor for ASEAN. Data from ASEANStat showed that FDI inflow from EU to 
ASEAN increased from approximately US$ 7 Billion (2008) to US$ 17 Billion (2010). 
http://www.asean.org/18144.htm.  

http://www.asean.org/18144.htm
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I.2.  European Union - Indonesia Economic Relations: An Overview 

 

The European Union (EU) has played a significant role in providing support to the 

Indonesian economy to date. Statistics show that the EU has consistently been one of 

Indonesia’s major trading partners. According to the UNCOMTRADE, total trade between 

Indonesia and the EU increased from US$ 7.6 billion (1990) to approximately US$ 26 

billion (2008). Following the global financial crisis, total trade declined to US$ 22.3 billion 

(2009), but it swiftly bounced back and continued to increase to US$ 33 billion in 2011 

(Table I.5). Moreover, Indonesia’s trade surplus with the EU has consistently grown 

throughout the past decade, from US$ 3.9 billion (2001) to US$ 8 billion (2011). Overall, 

the EU was Indonesia’s second major trading partner in 2011.  

 

Table I.5. Total Trade and Trade Balance Indonesia – EU: 1990 - 2011 (in US$ billion) 

Year 
ID's Export to 

the EU 
ID's Import 
from the EU 

Total Trade 
Trade 

Balance 

1990 3.2 4.5 7.6 -1.3 

1991 3.9 5.2 9.2 -1.3 

1992 5.0 6.0 11.0 -1.0 

1993 5.5 6.7 12.3 -1.2 

1994 6.1 6.7 12.9 -0.6 

1995 7.0 8.4 15.4 -1.4 

1996 8.0 9.4 17.3 -1.4 

1997 8.3 8.5 16.8 -0.2 

1998 8.1 5.9 14.0 2.1 

1999 7.4 3.8 11.2 3.5 

2000 8.9 4.2 13.2 4.7 

2001 8.0 4.1 12.1 3.9 

2002 8.3 4.0 12.2 4.3 

2003 8.4 3.6 12.0 4.7 

2004 9.1 5.4 14.5 3.7 

2005 10.6 5.9 16.5 4.8 

2006 12.1 6.1 18.1 6.0 

2007 13.4 7.7 21.1 5.7 

2008 15.5 10.6 26.1 5.0 

2009 13.6 8.7 22.3 5.0 

2010 17.2 9.9 27.1 7.3 

2011 20.5 12.5 33.0 8.0 
Source: UNCOMTRADE and Ministry of Trade 
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Animal products, vegetable fats and oils; electrical and electronic equipment; mineral oil, 

fuel, and distillation products; ores, slag and ash; footwear; apparel; rubber; furniture; and 

machinery are among Indonesia’s top ten export commodities to the EU. Meanwhile, 

machinery; electrical and electronic equipment; aircraft, spacecraft; organic chemicals; 

wood pulp, fibrous cellulose material, etc; vehicles other than railcars; plastics; iron and 

steel; and pharmaceutical products are among the EU’s top ten exports to Indonesia13. 

 

In addition to its role as one of Indonesia’s major trading partners, the EU has also been 

one of its main investors down the years. Following the Asian crisis period (1997-1998), 

the EU direct investment flow to Indonesia started to significantly increase in 2004. 

Statistics from Bank Indonesia (BI) show that the EU was Indonesia’s top investor until 

2007, though soaring investment from Singapore has seen the EU’s rank as main investor 

to Indonesia decline thereafter. In 2011, however, the direct investment flow increased 

sharply again to US$ 3.72 billion (Figure I.4). Indonesia’s positive economic development 

and a better investment climate may well result in a further boost in investment flow from 

the EU14 in the future. 

 

Figure I.4. Direct Investment Flow to Indonesia by Origin: 2004 – 2011* (in US$ million) 

 

Source: Bank of Indonesia 

*) Note: Direct investment flow in 2011 is an estimated value 

                                                           
13

Position Paper: Cross-Sectoral Working Group on Trade Facilitation. EU-Indonesia Business Dialogue, 
November 2010. 
14

According to private sector surveys conducted on foreign businesses in Indonesia via EuroCham 

Investment Survey (March 2012) 
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The significant role of the EU in support of the Indonesian economy has not been mirrored 

by the role of Indonesia in support of the EU economy. To date, the EU continues to play a 

large and important role in regard to the Indonesian economy, while Indonesia still only 

plays a limited role in the EU economy, although this is expected to change In the future 

as Indonesia’s role will likely increase. According to UNCOMTRADE, EU trade with 

Indonesia currently lags behind that with China, Japan, India, South Korea, Singapore, 

Thailand, Malaysia and (recently) Vietnam. Currently, Indonesia is ranked only 32nd of the 

EU’s trading partners.  

 

As an investment destination, Indonesia is still lowly ranked compared to other countries in 

Asia, the majority of the EU’s outward FDI flow to Asia going to Hong Kong, Japan, India 

and Singapore (Figure I.5).  

 

Figure I.5. EU-27 Outward FDI Flow: 2004-2010 (EUR billion) 

 
 Source: EuroStat 

 

The pattern of EU – Indonesia economic relations has exhibited a complementary nature 

and offered further potential benefits. Such economic relations have served as one of the 

rationales behind EU – Indonesia bilateral economic cooperation. In 2009, the EU – 

Indonesia Partnership and Cooperation Agreement (PCA) was signed. The agreement 

aims to develop trade and investment between the EU and Indonesia to their mutual 

advantage; and establish cooperation in all trade and investment-related areas of mutual 
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interest, in order to facilitate trade and investment flows, as well as to prevent and remove 

obstacles to trade and investment15.  

 

Subsequently, President Susilo Bambang Yudhoyono and European Commission 

President Barroso have agreed to examine ways to expand and strengthen commercial 

relations between the EU and Indonesia. To prepare for such actions, a Vision Group 

consisting of eminent members from Indonesia and the EU was established in late 2009 

(chaired by Dr. Djisman Simandjuntak and Dr. Jacques Pelkmans)16. The Vision Group’s 

final report recommends an ambitious bilateral agreement between Indonesia and EU 

(called the Comprehensive Economic Partnership Agreement [CEPA]) to expand 

economic relations. It is expected that the CEPA will further benefit the EU and Indonesia 

via providing stronger FDI inflow; increasing capacity building and trade facilitation to allow 

the Indonesian economy to shift towards more skill-intensive and knowledge-intensive 

products; plus cooperation in wider areas than the PCA, which may include: competition, 

Intellectual Property Rights (IPR), and sustainable development. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
15

 Including where appropriate, ongoing and future regional EC – ASEAN initiatives  
16

 Invigorating The Indonesia – EU Partnership: Towards a Comprehensive Economic Partnership 
Agreement, Delegation of the European Union & Ministry of Trade RI. 2011. 
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Chapter  II. Analysis on Direct Investment from EU Member States and 

Its Contributions to the Indonesian Economy  

 

 

II.1. Direct Investment from EU Member States to Indonesia: Trend Analysis 

 

The economic link between EU member states and Indonesia has existed for over five 

hundred years. Given such a long economic history, it is natural to argue for the 

significant role of EU investment in the Indonesian economy, particularly as EU countries 

have been Indonesia’s top investor through the years. Nowadays, there are over 1,000 

European companies (estimated) operating in Indonesia, making a significant economic 

impact in various sectors. 

 

In order to verify the significant role of EU investment in Indonesia, sound identification 

of total investment to Indonesia from data over a long period is desirable. However, 

comparable data is only available for limited periods. Currently, there are two types of 

investment data available in Indonesia: 

a. Direct Investment Flow data  

This data is released by Bank Indonesia (BI) and measures direct investment based 

on financial data and transactions recorded using the accrual method, as referred to 

in the IMF Balance-of-Payment Manual 5 (BPM 5). According to BPM5, direct 

investment is the category of international investment that reflects the objective of a 

resident entity in one economy obtaining a lasting interest in an enterprise resident in 

another economy. Bank Indonesia (BI) fully adopted the IMF BPM5 and started the 

relevant survey for direct investment flow in 2004. Consequently, the official direct 

investment flow data is only available from 2004 onwards. Direct investment flow 

data released prior to 2004 was measured using IMF BPM4, which differs from and 

is incomparable with the latest data as measured using IMF BPM517. Furthermore, 

the direct investment stock is not officially released by BI statistics. Table II.1 

provides direct investment flow data from EU member states to Indonesia, according 

to BI figures.  

                                                           
17

 Interview with Mr. Mochamad Sukarno Andy Priyanto (Balance of Payment Bureau, Bank Indonesia), 
May 2012 
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Table II.1. Direct Investment Flow from European Union to Indonesia: 2004-2010 (in 

US$ million) 

No. Country 2004 2005 2006 2007 2008 2009 2010* 2011* 

1 Austria 0 0 0 -10 -12 1 0 -1 

2 Belgium -44 5 -1 -4 5 0 67 -17 

3 Denmark 0 0 0 0 6 -1 -4 -4 

4 Finland 0 1 -1 -4 0 1 3 3 

5 France 65 280 213 383 418 257 117 131 

6 Germany 89 436 425 335 199 -89 -825 -720 

7 Ireland 0 0 0 2 1 -1 6 8 

8 Italy -2 0 0 1 2 -1 0 18 

9 Luxembourg 0 0 0 0 4 382 835 783 

10 Netherlands 1,239 673 1,340 1,750 755 -646 -534 -301 

11 Spain 0 0 0 0 18 2 9 2 

12 Sweden 0 97 -12 8 50 -10 -1 1 

13 United Kingdom 199 50 31 -52 291 402 344 3,907 

  
European 
Union 

1,546 1,543 1,995 2,409 1,737 299 17 3,811 

Source: Indonesian Financial Statistics, Bank Indonesia. 
http://www.bi.go.id/web/en/Statistik/Statistik+Ekonomi+dan+Keuangan+Indonesia/Versi+HTM
L/Sektor+Eksternal/Sektor+Eksternal.htm 
*) Note: Direct covers the initial transaction between two (countries) and all subsequent 
transactions between them between the affiliated enterprises, both incorporated and 
unincorporated. Direct investment transactions are sub-classified into: equity capital, 
reinvested earnings, and other capital (intercompany transactions). The direct investment 
flow data includes oil and gas sector. Data for 2010 and 2011 are preliminary figures. 

 

b. Foreign Direct Investment (FDI) Realisation 

This data is released by the Indonesia Investment Coordinating Board (BKPM) and 

indicates foreign investor interest over time. Other important characteristics of FDI 

realisation data are: taken from voluntary reports; orientated mainly towards real 

sectors; based on greenfield projects; not bounded by any statistical thresholds; and 

does not include the oil & gas and banking sectors18. Given such characteristics, it 

can be argued that FDI realisation data provides a clearer picture of investor interest 

and better gauges the investment climate. The FDI realisation data is available from 

1990 until 2011. BKPM compartmentalised the FDI realisation data by country of 

origin, sector and location of investment (provinces and/or islands). Table III.2 

provides the available FDI realisation data from EU Member states to Indonesia.

                                                           
18

 BKPM Strategy Paper on FDI 2010, Box 1, page 3  

http://www.bi.go.id/web/en/Statistik/Statistik+Ekonomi+dan+Keuangan+Indonesia/Versi+HTML/Sektor+Eksternal/Sektor+Eksternal.htm
http://www.bi.go.id/web/en/Statistik/Statistik+Ekonomi+dan+Keuangan+Indonesia/Versi+HTML/Sektor+Eksternal/Sektor+Eksternal.htm
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Table II.2. Foreign Direct Investment (FDI) Realisation from European Union to Indonesia: 1990 – 2011 (in US$ million)  

COUNTRY 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

1 Austria 6.5 0.0 0.0 0.0 0.4 0.0 0.0 4.0 0.6 0.0 0.2 0.5 0.0 3.5 0.0 0.3 0.4 0.1 0.2 0.3 0.1 19.7

2 Belgium 3.5 0.5 79.8 19.4 23.2 88.3 7.9 0.0 15.7 18.0 0.5 0.4 0.5 32.0 35.8 6.8 1.4 3.7 23.2 1.8 15.9 11.7

3 Bulgaria 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.5

4 Cyprus 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 10.1 0.0 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

5 Czech Republic 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0 3.3 0.0 33.4 0.0

6 Denmark 0.0 0.0 0.3 3.8 12.6 2.1 0.9 0.0 0.1 0.4 0.2 0.9 7.0 0.0 1.6 0.0 0.5 0.4 1.1 1.1 0.2 0.1

7 Finland 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.4 0.0 10.4 0.2 3.1 3.4 0.1 0.0 0.2 0.7 1.3 0.0 0.8 0.3 0.4

8 France 86.5 54.8 6.6 1.0 47.1 0.1 40.0 12.7 11.4 313.2 32.0 5.8 6.6 8.6 72.2 9.5 104.9 11.2 165.5 29.2 3.3 134.3

9 Germany 2.8 42.3 3.3 27.0 40.1 67.6 93.5 274.6 91.6 131.0 98.2 8.5 169.7 53.9 124.9 17.3 16.2 17.8 198.5 112.1 157.6 158.1

10 Greece 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 1.0 0.1 0.1 0.8 0.0 0.0 0.0

11 Hungary 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0 0.0 0.3 0.3

12 Ireland 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.4 0.0 6.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0

13 Italy 1.8 0.0 0.0 0.0 1.6 0.0 0.0 0.1 0.0 580.2 17.1 5.9 1.3 1.4 0.5 18.5 1.4 3.2 3.1 41.1 23.4 6.0

14 Luxembourg 0.0 5.1 0.0 0.0 0.0 485.0 0.0 0.0 0.6 0.0 0.0 0.0 1.4 2.7 0.0 7.6 0.0 0.8 22.1 5.6 0.0 48.3

15 Netherlands 71.0 87.7 4.8 15.2 41.7 27.7 355.0 323.5 209.7 97.9 546.1 40.4 520.1 280.9 198.9 912.2 54.7 219.2 207.6 1,194.7 608.3 1,354.4

16 Poland 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.4 1.5 0.0

17 Slovakia 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.2

18 Spain 0.0 0.0 0.0 25.3 0.0 0.0 0.0 0.0 0.0 0.0 3.0 0.0 0.7 1.0 0.5 8.6 0.0 0.3 0.5 1.2 39.2 1.1

19 Sweden 0.0 0.0 0.0 1.0 0.0 0.0 1.1 0.0 10.5 0.0 4.1 0.2 0.1 5.0 0.0 1.1 0.0 0.2 0.0 0.8 0.9 0.9

20 United Kingdom 2.0 17.8 33.8 104.0 246.0 787.2 293.7 59.9 285.3 138.3 845.6 71.5 125.5 526.6 184.7 552.7 604.8 1,580.4 140.1 288.1 276.2 419.0

TOTAL EU-27 174.1 208.2 128.6 196.6 412.7 1,458.0 792.2 678.6 635.5 1,295.5 1,547.3 137.8 836.4 915.8 619.1 1,536.2 785.4 1,839.0 766.0 1,677.3 1,160.6 2,158.0

Source: Data Information Centre (PUSDATIN), BKPM. 2012.  

Note: FDI realisation data measured amount of realised investment projects in sectors excluding: banking and oil & gas sector.  
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In order to obtain an estimated amount of the total investment from EU countries to 

Indonesia to date, this study first conducted a private survey of European business in 

Indonesia. Complete discussion on methodology adopted by this study is provided in 

Annex I. The initial question in the survey asked about the total investment made thus 

far in Indonesia. Out of 105 responses received only 59 provided answers to this 

question19, with total amount of investment being US$ 9.9 billion. Should this amount be 

used as a benchmark, the estimated total investment of all European companies in 

Indonesia may be in the region of US$ 171.3 billion20. Nevertheless, a lesser number of 

companies provided responses to questions on the amount of investment in 2010 and 

201121. Most respondents (and the majority of companies contacted) argued that such 

information is extremely confidential and thus not for public consumption. 

 

In parallel with collection of primary data, this study fills some of the gaps in the current 

investment data22 by exercising trend extrapolation using time series econometrics 

method (both Ordinary Least Squares/OLS and Poison Pseudo Maximum Likelihood 

techniques/PPLM)23.  Following the presentation of a more complete database, it should 

be possible to obtain an aggregate value of investment.  

 

It was not possible to obtain any strong findings, however, by implementation of OLS 

and PPLM to gravity model using direct investment flow data in this study, the limited 

number of observations (annual data from 2004 – 2011) being the main reason. As an 

alternative to the econometrics methods, a simple average approach may be adopted to 

estimate the total investment flow. Using the average direct investment flow from 2004-

2011 as a basis for calculation, it is estimated that the amount of direct investment flow 

from the European Union to Indonesia (since 1945) has exceeded US$ 130 billion24. 

 

                                                           
19

Representing only approximately 5.8 percent of total European businesses in Indonesia 
20

This result is subject to survey results margin of error (12.5 percent) and confidence level (57 percent). 
http://www.raosoft.com/samplesize.html 
21

Out of 105 responses received only 44 answered question on the amount of investment in 2010 and 51 
answered question on amount of investment in 2011 
22

Both direct investment flow data and FDI realisation data  
23

Following Kurniati, et.al (Bank Indonesia, 2007), the model adopted for time series econometrics 
analysis in this study is the gravity model. There are two (2) estimation techniques of time series 
econometrics used: (i) Ordinary Least Square (OLS) technique, and (ii) Poison Pseudo Maximum 
Likelihood technique. Chapter II provides more detailed information on the data extrapolation method 
used in this study  
24

 Estimated using current value 

http://www.raosoft.com/samplesize.html
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In contrast to the insignificant results of OLS regression above, a much stronger result 

occurred when FDI realisation data was used to regress the gravity model25 (Annex II). 

Furthermore, the result allowed this study to estimate FDI realisation data from 1970 to 

1989. Estimation of the FDI realisation data prior to 1970 was not possible though given 

the weak statistical outcomes. In aggregate, total FDI realisation from EU countries to 

Indonesia (excluding oil & gas and the banking sector) from 1970 - 2011 is estimated at 

US$ 28.8 billion, while with the inclusion of the oil & gas, as well as the coal mining 

sector, the FDI realisation from the European Union to Indonesia for the period 1970 – 

2011 is estimated to be in the region of US$ 125 billion26. This amount may be slightly 

larger if incorporating the banking sector. However, given the lack of availability of official 

data on investment realisation in the banking sector, there is no solid basis for such an 

estimate.  

 

Regardless of the missing value from the banking sector, due to the larger number of 

observations and better estimation method, it is statistically preferable to use FDI 

realisation data to highlight the significant role of European investment to Indonesia. 

Nevertheless, the limited period of data availability (1970-2011) may not have fairly 

covered all investment flows to Indonesia.  

 

II.2. Investment Flow from European Union via Foreign Affiliates in Singapore 

(and elsewhere) 

 

Despite the significant amount of investment made in Indonesia, there has been a shift 

in the EU’s role as Indonesia’s top investor within the past decade due to the increasing 

role of East Asian investors, namely Japan and Singapore (Figure I.4). While it can be 

argued that the increase of investment flow from Japan is largely related to the existence 

of an electronics and automotive production network in the East Asia region (Thorbecke 

and Salike, 2011), the sharp increase of investment realisation from Singapore since 

2007 raises a question on investment ownership. Given the country’s status as regional 

                                                           
25

Since pervasive heteroscedasticity issue was not found in the result, the PPLM regression was not 
implemented 
26

The amount of investment realisation in the oil and gas sector from 1970 – 2011 is estimated using 
simple average method based on data from Directorate General Oil and Gas Ministry of Energy and 
Mineral Resources  
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business hub, it can be argued that a percentage of Singapore’s investment to Indonesia 

may also include investment from European companies or affiliates in Singapore.  

 

Despite the natural logic, no statistics are thus far available to provide support for the 

argument. Identification of such a hypothesis would require FDI data to be recorded 

using the Ultimate Beneficiary Owner (UBO) method27. To date, this method is yet to be 

implemented by the EU, Singapore or Indonesia. Given the lack of availability of UBO 

measured FDI data; estimation of investment from the EU to Indonesia via Singapore 

could be made by using Foreign Affiliates Statistics (FATS)28 collected with the UBO 

method. However, FATS using the UBO method is currently not yet available in Eurostat 

or Singapore's Statistics office. In the absence of this data, the closest thing one may do 

to find support for the argument is by performing a trend analysis on EU investment to 

Singapore and Singapore investment to Indonesia.  

 

According to SingStat, European Union investment to Singapore has increased 

dramatically since 2006 (Figure II.1)29. At relatively the same time (since 2007), 

investment from Singapore to Indonesia also began to increase rapidly. Although slightly 

premature, such investment patterns may suggest the presence of EU investment to 

Indonesia via Singapore branches or affiliates. According to SingStat, the investment 

flow from Singapore to Indonesia in 2007-2010 was US$ 19.8 billion. If we suppose 10 

percent of Singapore’s investment to Indonesia during that period originated from 

European affiliates, it would add approximately US$ 2 billion to the total EU direct 

investment flow to Indonesia for the period.  

 

 

 

 

                                                           
27

There are two (2) methods of collecting FDI data: firstly, the immediate host/investing country method 
that records FDI from its originating country; and secondly, the Ultimate Beneficiary Owner (UBO) method 
that records FDI according to the ultimate benefited country/investor (UNCTAD). Recently, both European 
Union and Singapore have measured FDI flow using the immediate host/investing country. 
28

The Foreign Affiliates Statistics mean statistics describing the overall activity of foreign affiliates. 
Furthermore, foreign affiliate mean an enterprise resident in the compiling country over which an 
institutional unit not resident in the compiling country has control, or an enterprise not resident in the 
compiling country over which an institutional unit resident in the compiling country has control (EuroStat, 
2007) 
29

On average, throughout 2007-2010, investment from European Union was calculated at 11.4 percent of 
total direct investment in Singapore (SingStat) 
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Figure II.1. Total Direct Investment in Singapore by Selected Country/Region: 2004-

2010 (in million US Dollars) 

  

Source: SingStat 

 

 

II.3. FDI Realisation from European Union to Indonesia: Sectoral and Location 

Analysis 

 

For the past two decades, investment realisation from the EU to Indonesia has been 

largely made in the secondary sector (Table II.3)30. FDI realisation data from 1990 – 

2011 showed that an average 57 percent of investment realisation from the European 

Union was allocated to the secondary sector, particularly the food, and chemical and 

pharmaceuticals industries. On average, realised investment in the food, and chemical 

and pharmaceutical industries was calculated to be 29 and 26 percent, respectively, of 

the total FDI realisation from the EU to Indonesia’s secondary sector.

                                                           
30

According to BKPM, primary sector includes the following sub-sectors: food crops & plantation, 
livestock, forestry, fishery and mining. Secondary sector includes the following industries: food; textiles; 
leather goods & footwear; wood; paper & printing; chemical & pharmaceutical; rubber & plastic; non-
metallic mineral; metal, machinery & electronics; medical precision. & optical instrument, watches and 
clock; motor vehicles & other transport equipment; and other industry. Meanwhile, tertiary sector 
includes: electricity, gas & water supply; construction; trade & repair; hotel & restaurant; transport, 
storage & communication; real estate, industrial estate & business activities; as well as other services 
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Table II.3. FDI Realisation from EU to Indonesia 1990 – 2011: by Sector (US$ million) 

 

Source: BKPM 

Sector 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Total 

1990-2011

Shared to 

Total FDI 

Realization 

(%)*

Primary Sector 4.2 0.8 27.8 0.6 55.4 129.8 25.7 4.4 7.2 39.9 1.3 15.0 0.0 142.0 68.2 32.4 57.6 114.9 10.2 5.4 95.1 729.0 1,567.0 7.85

   Food Crops & Plantation 0.5 0.8 21.3 0.0 29.1 129.7 25.7 0.0 7.2 39.9 1.0 10.9 0.0 135.9 64.9 24.5 57.6 29.2 8.8 0.0 92.6 190.9 870.8 4.36

   Livestock 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.0 0.0 2.3 0.01

   Forestry 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 2.3 2.5 0.01

   Fishery 0.0 0.0 0.0 0.0 18.7 0.0 0.0 0.0 0.0 0.0 0.0 1.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 20.1 0.10

   Mining 3.7 0.0 6.5 0.6 7.7 0.0 0.0 4.4 0.0 0.0 0.3 0.5 0.0 6.0 3.3 7.9 0.0 85.7 1.5 5.2 2.4 535.7 671.3 3.36

Secondary Sector 134.7 96.6 95.9 104.2 331.5 1,242.0 484.7 430.4 361.3 345.5 748.8 93.5 305.7 480.0 444.3 717.4 464.9 1,626.1 513.9 243.2 314.2 670.2 10,249.2 51.35

   Food Industry 28.2 45.1 85.5 1.2 33.9 452.0 270.4 12.5 141.5 33.8 31.9 32.2 38.3 189.7 167.0 136.0 49.1 256.2 72.7 149.1 102.3 286.9 2,615.5 13.10

   Textile Industry 0.0 0.0 0.0 5.7 5.3 13.6 0.0 7.5 11.1 7.0 1.3 2.4 22.4 2.0 77.4 12.7 307.4 15.4 37.2 16.6 6.3 9.7 560.8 2.81

   Leather Goods & Footwear Industry 15.9 0.0 0.3 0.0 15.0 0.0 0.0 1.3 12.2 0.0 0.0 0.0 12.6 1.4 0.0 0.2 15.5 0.0 0.6 38.3 0.1 2.4 115.6 0.58

   Wood Industry 0.0 0.0 0.0 3.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 8.0 0.0 70.5 0.0 0.4 0.0 0.0 0.5 0.4 0.0 0.0 83.6 0.42

   Paper and Printing Industry 52.1 0.0 0.0 0.0 202.8 485.0 0.0 0.0 0.0 0.1 361.5 0.0 23.8 0.0 12.3 0.0 0.3 0.2 0.0 0.0 3.2 0.4 1,141.6 5.72

   Chemical and Pharmaceutical Industry 18.8 4.1 1.2 58.6 5.6 224.9 62.2 315.5 54.0 154.3 258.5 26.3 123.4 70.8 143.8 494.8 53.2 1,331.6 6.7 13.5 14.6 38.6 3,475.1 17.41

   Rubber and Plastic Industry 0.0 0.0 0.0 0.0 0.0 1.1 6.2 35.6 3.6 11.7 9.6 13.0 15.0 39.2 0.6 1.8 1.8 11.8 2.0 0.0 19.7 20.0 192.5 0.96

   Non Metallic Mineral Industry 6.5 0.0 1.5 0.0 0.0 1.0 7.9 0.0 39.5 9.7 0.0 0.3 0.0 20.1 13.6 5.6 0.0 0.0 172.1 10.5 0.0 1.5 289.9 1.45

   Metal, Machinery & Electronic Industry 13.2 42.3 4.4 32.2 68.8 56.6 138.0 53.6 99.2 46.4 77.1 10.0 36.2 49.9 26.7 10.8 7.3 7.4 213.2 8.5 28.6 112.1 1,142.5 5.72

   Medical Precision & Optical 

Instruments, Watches & Clock Industry
0.0 0.0 0.0 1.0 0.1 0.0 0.0 0.7 0.0 1.9 7.3 0.0 3.7 0.0 0.6 0.0 0.0 0.0 0.3 0.0 0.0 40.6 56.2 0.28

   Motor Vehicles & Other Transport 

Equipment Industry
0.0 0.0 0.0 1.7 0.0 0.0 0.0 0.8 0.0 5.1 0.5 0.0 25.2 3.0 2.0 32.3 28.2 0.0 1.9 0.3 139.1 158.1 398.2 1.99

   Other Industry 0.0 5.1 3.0 0.0 0.0 7.8 0.0 3.0 0.4 75.5 1.1 1.3 5.2 33.5 0.4 22.9 2.1 3.5 6.7 6.1 0.4 0.0 177.9 0.89

Tertiary Sector 35.2 110.8 4.9 91.9 25.9 86.3 281.8 243.9 267.1 910.0 797.3 29.2 530.6 294.0 106.7 786.5 262.9 98.2 242.2 1,429.2 751.4 758.8 8,144.6 40.80

   Electricity, Gas & Water Supply 0.0 0.0 0.0 0.4 0.0 0.0 7.9 8.5 150.1 0.3 47.7 0.0 0.0 76.7 5.2 68.7 99.2 1.0 0.0 0.8 11.0 11.6 489.2 2.45

   Construction 0.0 57.3 4.7 0.0 0.0 23.6 114.4 11.8 41.4 7.7 36.6 3.3 0.9 87.2 0.2 314.8 4.1 0.5 1.4 81.3 243.4 0.1 1,034.6 5.18

   Trade & Repair 0.0 0.0 0.3 0.0 2.7 3.8 2.2 1.1 0.6 2.0 100.5 9.9 24.4 56.7 49.0 81.3 76.8 40.3 164.8 67.3 27.4 31.5 742.7 3.72

   Hotel & Restaurant 35.2 52.3 0.0 25.3 0.0 47.0 30.9 0.0 11.8 579.2 138.6 2.1 1.2 1.2 5.2 29.2 58.6 25.1 39.1 111.7 85.2 10.4 1,289.4 6.46

   Transport, Storage & Communication 0.0 0.0 0.0 0.0 0.0 0.0 117.2 194.5 0.0 296.0 423.9 0.4 499.1 29.1 0.0 265.7 0.7 5.6 24.1 1,090.3 372.1 677.0 3,995.6 20.02

   Real Estate, Industry Estate & 

Business Activities
0.0 0.0 0.0 0.0 18.5 0.0 0.0 0.0 49.8 0.0 36.3 0.0 0.0 0.0 2.0 0.1 13.4 0.0 0.5 24.7 2.1 7.8 155.3 0.78

   Other Services 0.0 1.2 0.0 66.2 4.7 11.8 9.1 27.9 13.4 24.7 13.8 13.5 5.0 43.2 45.0 26.8 10.1 25.7 12.3 53.1 10.1 20.4 437.9 2.19

TOTAL 174.1 208.2 128.7 196.7 412.7 1,458.1 792.2 678.7 635.7 1,295.4 1,547.3 137.7 836.3 916.0 619.3 1,536.3 785.5 1,839.2 766.3 1,677.8 1,160.7 2,158.1 19,960.8 100.00
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Investment from the EU in the secondary sector has brought with it new technology. The 

positive impact from technology transfer continues to exist. A large portion of investment 

realisation in the food, and chemical and pharmaceutical industries is inexorably linked 

to the adoption of advanced and/or high technology, thus providing support for the 

technological transfer afforded by EU investment in Indonesia.  

 

Regardless of the overall dominance of the secondary sector, FDI realisation data shows 

that investment allocation to the tertiary sector has consistently increased over the past 

three years (Table II.3)31. Such a trend highlights the growing interest to invest in 

Indonesia’s tertiary sector, particularly the transport, storage and communications sub-

sectors. Indonesia’s geographic location and large population provides a great 

opportunity for growth in the transport, storage and communication sub-sectors, and 

increased investment from the EU has thus far helped them to develop. In addition to the 

transport, storage and communications sub-sectors, dominant contributions to 

investment in the tertiary sector have also been made in the hotel and restaurant, and 

construction sub-sectors32. 

 

Additionally, a geographic analysis of the investment data shows that most of the realised 

investment from the European Union has been allocated on Java Island (Table II.4). 

Throughout 1990-2011, an average of 78.3 percent of FDI realisation from the EU was allocated 

to Java33. The dominance of Java Island, however, did start to decline in 2007 as the share of 

investment realisation fell from 93.1 percent (2007) to 59 percent (2011) of the total. 

Accordingly, since 2007, FDI realisation from the EU has started to increase in other islands 

(particularly: Bali, Sumatra and Kalimantan). Moreover, increasing investment realisation 

outside Java Island supports a more balanced economic development across different 

provinces in Indonesia.  

                                                           
31

FDI realisation data from 1990 – 2011 shows several years of tertiary sector domination (for example; in 
2002 and 2005). However, the continuous high share of investment realisation in the tertiary sector has 
only been exhibited over the past three (3) years 
32

Transport, storage & communication; hotel & restaurant; and construction sub-sectors respectively 
contributed 26.2 percent, 19.4 percent, and 16.5 percent of total investment realisation in the tertiary 
sector throughout 1990-2011 (BKPM) 
33

Particularly in DKI Jakarta and West Java  
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Table II.4. FDI Realisation from EU to Indonesia 1990 – 2011: by Location (US$ million) 

 

Source: BKPM 

Location 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Sumatera 1.8 0.8 100.0 3.8 29.0 621.5 56.7 48.2 108.0 355.1 11.4 19.5 6.5 271.5 18.7 47.8 92.9 63.9 25.9 88.5 92.2 209.1

  Nanggroe Aceh 

Darussalam
0.0 0.0 0.0 0.0 29.0 0.0 0.0 0.0 0.0 30.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.7 0.0 0.0 0.8 0.3

  North Sumatera 0.0 0.8 100.0 3.8 0.0 593.3 19.8 0.0 30.8 161.0 2.5 0.0 0.0 56.2 9.2 25.6 17.0 9.7 8.7 6.3 5.5 36.8

  West Sumatera 0.0 0.0 0.0 0.0 0.0 0.0 2.5 0.0 0.0 36.1 0.6 0.0 0.0 80.6 0.0 6.2 0.0 0.0 0.0 0.0 1.4 14.1

  Riau 0.0 0.0 0.0 0.0 0.0 7.6 0.0 0.0 4.5 36.5 0.0 0.3 0.0 2.0 0.0 12.1 0.2 0.0 0.0 81.3 18.5 33.1

  Jambi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 15.2 0.0 0.0 0.0 0.0 0.0 0.0 62.7 15.5 0.0 0.0 0.1 2.0

  South Sumatera 0.0 0.0 0.0 0.0 0.0 12.9 0.0 0.0 0.4 41.8 0.0 0.0 0.0 132.7 0.0 3.9 0.0 12.8 5.6 0.0 28.8 67.4

  Bengkulu 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.5 0.0 12.5 0.0 0.0 0.0 0.0 0.0 0.0 11.7 0.0 25.0 42.3

  Lampung 0.0 0.0 0.0 0.0 0.0 3.2 22.6 28.2 26.7 24.9 0.7 5.7 6.5 0.0 0.0 0.0 8.0 23.4 0.0 0.0 6.2 1.4

  Bangka Belitung 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.4 8.2

  Riau Islands 1.8 0.0 0.0 0.0 0.0 4.5 11.8 20.0 45.6 2.9 7.7 0.9 0.0 0.0 9.4 0.0 5.0 0.9 0.0 1.0 3.4 3.5

Java 140.1 220.0 29.7 185.9 357.6 845.4 709.5 545.3 575.3 388.9 1,640.2 133.6 842.7 639.4 607.2 1,483.9 649.5 1,781.2 760.0 1,538.4 1,025.8 1,285.3

  Jakarta Capital Territory 56.4 162.8 25.8 83.4 43.0 147.4 482.7 312.3 157.8 65.1 686.3 41.2 540.5 336.5 198.8 417.8 182.9 215.1 317.4 1,272.8 434.3 754.6

  West Java 8.4 3.6 1.4 33.7 235.1 493.4 85.6 153.9 148.6 123.8 407.2 43.6 60.9 180.8 177.1 765.5 60.3 151.5 277.5 124.2 209.0 366.0

  Central Java 0.0 0.0 2.5 1.2 19.5 25.9 10.6 1.3 15.3 0.6 43.1 3.1 6.4 33.1 54.8 2.7 321.3 4.9 60.8 1.3 2.8 14.0

  Special Region of 

Yogyakarta
0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0 0.0 0.0 2.2 0.0 0.0 0.1 0.2 0.3 2.2 0.7 9.5 0.3 1.2 0.4

  East Java 52.1 0.0 0.0 23.0 48.8 103.4 85.5 22.4 99.1 68.6 371.7 35.8 43.8 63.6 43.7 185.4 28.3 1,373.3 18.9 68.4 130.9 119.1

  Banten 23.2 53.6 0.0 44.6 11.3 75.3 44.6 55.5 154.5 130.8 129.8 10.0 191.2 25.3 132.4 112.3 54.5 35.6 76.0 71.5 247.7 31.1

Bali & Nusa Tenggara 31.7 0.0 0.0 25.3 23.4 5.9 39.5 2.1 15.7 3.5 3.8 1.8 3.1 1.4 4.7 29.5 60.2 9.5 46.1 113.2 47.3 420.5

  Bali 31.7 0.0 0.0 25.3 23.4 5.9 39.5 2.1 15.7 3.5 3.7 1.8 0.9 0.6 4.7 29.0 60.0 9.4 42.8 111.7 41.7 15.3

  West Nusa Tenggara 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.2 0.8 0.0 0.5 0.2 0.1 3.3 1.3 5.4 404.9

  East Nusa Tenggara 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.2 0.3

Kalimantan 0.0 0.0 0.0 0.0 0.0 13.3 0.0 124.5 1.6 5.2 0.1 0.0 19.1 12.0 73.3 1.0 0.3 34.0 1.4 2.4 133.6 142.6

  West Kalimantan 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

  Central Kalimantan 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 32.3 1.0 0.0 83.1 101.2

  South Kalimantan 0.0 0.0 0.0 0.0 0.0 13.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.8 0.0 0.0

  East Kalimantan 0.0 0.0 0.0 0.0 0.0 0.0 0.0 124.5 0.0 5.2 0.1 0.0 19.1 12.0 73.3 1.0 0.3 1.8 0.4 1.6 50.5 41.3

Sulawesi 0.5 0.0 0.0 0.0 0.0 9.9 0.0 0.0 0.0 581.0 0.5 0.0 0.0 0.0 0.1 66.9 0.0 24.7 5.6 2.6 2.1 0.8

  North Sulawesi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 8.3 0.0 0.0 0.6 0.3

  Central Sulawesi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 579.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

  South Sulawesi 0.5 0.0 0.0 0.0 0.0 9.9 0.0 0.0 0.0 1.8 0.0 0.0 0.0 0.0 0.1 66.9 0.0 16.4 5.6 0.3 1.6 0.6

  South East Sulawesi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.2 0.0 0.0

  Gorontalo 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

  West Sulawesi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Maluku 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.8 0.0 0.0 0.0 0.0 0.0 116.9

  Maluku 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.8 0.0 0.0 0.0 0.0 0.0 0.0

  North Maluku 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 116.9

Papua 0.0 0.0 0.0 0.0 18.4 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.8 0.6 0.8 3.1

  Papua 0.0 0.0 0.0 0.0 18.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.6 0.5 2.4

  West Irian 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.8 0.0 0.3 0.7

TOTAL 174.1 220.8 129.6 214.9 428.5 1,496.1 806.0 720.6 700.5 1,333.7 1,656.1 155.0 871.4 924.3 704.0 1,630.9 802.9 1,913.7 839.9 1,745.7 1,302.0 2,178.3
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II. 4 Factors Affecting Investment from the European Union to Indonesia 

  

Despite the large investment realisation from the EU, the amount has fluctuated (Figure 

II.2). The fluctuation of FDI realisation from the EU may represent fluctuations in the 

decision making of EU investors in regard to investing in Indonesia. Based on interviews 

with the private sector and literature studies, the following emerge as the three major 

factors explaining such a fluctuation: (a) competition with other emerging economies in 

Asia (as well as Southeast Asia); (b) less strong international production network with 

the EU; and (c) series of crisis periods.  

 

Figure II.2. FDI Realisation from EU to Indonesia: 1990 – 2011 (in US$ million) 

  

 Source: BKPM 

 

a. Competition with Other Developing Economies in Asia  

The nature of limitation in the funds available for investment has forced countries to 

compete against one another to gain foreign investment. Theoretically, a decision to 

invest in economies is affected by three main factors34: (Table II.5) 

(i) Economic condition 

Market size (which includes: income level, stability and growth prospects, 

level of urbanisation, access to regional markets, and distribution and 

                                                           
34

 Lall, S. “Attracting Foreign Investment: New Trends, Sources and Policies”. Economic Paper 31. 
Commonwealth Secretariat. 1997. 
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demand pattern); presence of natural resources and geographic location, as 

well as country competitiveness (which includes: availability of skilled labour, 

cost, access to inputs, physical infrastructure and technology development) 

are amongst the economic highlights that affect the decision to invest. 

(ii) Host country policies 

In order to attract foreign investment, it is desirable for the host country to 

have: macroeconomic policies that promote management of crucial macro 

variables; policies that provide incentives to businesses (via promotion of 

private ownership, clear and stable policies, easy entry/exit policies, and 

efficient financial market); policies that promote trade and industry (trade 

strategy, regional integration and access to market, ownership controls, and 

competition policies); and policies to promote FDI that are transparent and 

stable.  

(iii) Multi National Enterprises (MNE) strategies 

MNE strategies in determining FDI flow are largely affected by their 

perception of country risk and company strategy on location, sourcing of 

products / inputs, integration of affiliates, strategic alliances and technology.  

 

Table II.5. Determinants of FDI in Developing Host Countries 

   

Economic 

Condition 

Market Size: income level, urbanisation, stability 

and growth prospects, access to regional 

markets, distribution and demand pattern 

Resources Natural resources, location 

Competitiveness Labour availability, cost, skills, trainability, 

managerial technical skills, access to 

inputs, physical infrastructure, supplier 

base; technology support 

Host Country 

Policies 

Macro Policies Management of crucial macro variables, 

ease of remittance, access to foreign 

exchange 
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Private Sector Promotion of private ownership; clear and 

stable policies, easy entry/exit policies, 

efficient financial market, other support 

 

Trade & Industry Trade strategy, regional integration and 

access to market, ownership controls, 

competition policies 

FDI Policies Ease of entry, ownership, incentives, 

access to inputs, transparent and stable 

policies 

MNE Strategies Risk Perception Perception of country risk based on 
political factors, macro management, 
labour markets, policy stability 

 
Location, Sourcing, 
Integration 

Company strategies on location, sourcing 
of products/inputs, integration of affiliates, 
strategic alliance, training, and technology 

Source: Lall, S. “Attracting Foreign Investment: New Trends, Sources and Policies”. 
Economic Paper 31.Commonwealth Secretariat. 1997. 

 

 

Discussions with European business representatives reveal that compared to other 

countries in East and Southeast Asia, Indonesia is lagging behind in attracting 

foreign investment. It can be argued that this factor provides the main explanation 

behind fluctuation in EU investment to Indonesia. European countries prefer to 

allocate their investment to Singapore, Malaysia, Thailand or (increasingly) Vietnam 

rather than Indonesia35. This argument finds support from UNCTAD FDI Potential 

Index36. Table II.6 shows that Indonesia’s attractiveness to foreign direct investment 

has improved since 2005, although it remains low compared to its neighbours. Risk 

perception of investors, technological capabilities, and availability of modern 

information and communication infrastructure are amongst the variables of FDI 

Potential Index on which Indonesia scored low. In addition, some uncertainty related 

to government policies (including in investment, export/import, mining, oil and gas, 

labour, transportation, and agriculture) both at local and regional level, issues on 

                                                           
35

Data from SingStat shows that EU investment to Singapore for the past decade has been more stable 
and tending to increase over time 
36

 The Inward FDI Potential Index captures several factors (apart from market size) expected to affect an 
economy’s attractiveness to foreign investors. It is an average of the values of 12 variables, namely: GDP 
per capita, the rate of GDP growth over the previous 10 years, the share of exports in GDP, the average 
number of telephone lines and mobile phone per 1000 inhabitants, commercial energy use per capita, 
share of R&D spending in GDP, share of tertiary students in the population, country risk, world market 
share in exports of natural resources, world market share of imports of parts and components for 
automobiles and electronic products, world market share of exports of services, and share of world FDI 
inward stock (UNCTAD, http://archive.unctad.org/Templates/WebFlyer.asp?intItemID=2470&lang=1) 

http://archive.unctad.org/Templates/WebFlyer.asp?intItemID=2470&lang=1
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infrastructure and corruption also negatively affected the investment climate and thus 

were disincentives for European investors.  

 

Table II.6. FDI Potential Index Ranking: 1990, 1995, 2000, 2005-2009 

  
Inward FDI Potential Index 

1990 1995 2000 2005 2006 2007 2008 2009 

Brunei Darussalam 31 33 36 52 48 52 53 45 

Indonesia 45 54 89 102 99 96 89 84 

Malaysia 34 32 30 39 41 38 37 35 

Philippines 85 64 68 78 80 78 81 82 

Singapore 9 3 2 2 2 2 2 3 

Thailand 40 45 52 64 63 62 63 56 

Viet Nam 76 86 75 80 77 79 77 73 

China  42 49 48 34 33 32 30 27 

Source: UNCTAD 

 

b. Less Strong International Production Network 

Another factor that may explain the fluctuation in EU investment to Indonesia is the 

relatively weak international production network. Foreign investment from East Asian 

countries to Indonesia (particularly Japan) is very much related to the existence of a 

strong international production network in East Asia. Thus, the positive trend of 

Japanese investors towards Indonesia may largely be explained by the existence of 

such a production network37.   

 

According to Kimura and Obashi (2010), Asian countries (including Indonesia), have 

participated in an international production network to a highly significant degree. The 

expanded transactions in machinery parts and components38 among Asian countries 

(which later leads to the increased importance of parts and components in the 

region’s intra-regional exports and imports) demonstrates the strength of such links 

in international production. In addition, Indonesia has also started to increase intra-

regional exports of finished ICT products. Indonesia’s participation in this process 

                                                           
37

According to the Survey Report on Overseas Business Operations by Japanese Manufacturing 
Companies 2011, Indonesia ranked 5 as most promising investment destination. There are five (5) 
reasons behind Japanese interest for investing in Indonesia: (i) future growth potential of local market; (ii) 
inexpensive source of labour; (iii) current size of local market; (iv) supply base for assemblers; and (v) 
base of exports to third country (Japan Bank for International Cooperation, December 2011) 
38

Including ICT components  



26 

 

may indicate the potential importance of the intra-regional market as an ultimate 

source of demand for exports of machinery39. 

 

Such a pattern of production networking has not occurred in the relationship between 

Indonesia and the EU. According to Navaretti, et.al (2003), EU member states are 

involved in a production network of parts and components between themselves 

(intra-EU) and with the USA, but not so much with Southeast Asian countries, 

particularly Indonesia.  

 

c. Series of Crisis Periods  

A third factor that may contribute to the fluctuation in EU investment to Indonesia is 

the series of crisis periods that both have undergone. Over the past two decades 

there have been significant global and regional economic crises, the global economic 

downturns in 1991, 2001 and 2008-2009, plus the Asian financial crisis in 1998 being 

among them. During global and regional economic downturns, exchange rates can 

be expected to fluctuate, thus affecting the decisions of firms to invest.  

 

Slower economic growth in the EU (during global crisis periods) and a weaker Euro 

to USD may have affected the behaviour of European firms in making investments 

by encouraging them to expand their investments and look for new market 

opportunities. Such explanations do correlate with the periods of global economic 

crisis. Such crises, although firstly reducing the amount of available capital from the 

EU, are always followed by increasing FDI to Indonesia later (excluding the 2001 

global economic crisis)40. During the latest crisis period, EuroStat announced that 

despite the impact of crisis, total FDI outflow to developing countries have continued 

to increase (2011).  

 

 

II.5. Benefits of Direct Investment from the European Union to Indonesia  

  

 As host economy, Indonesia has received various benefits from EU investment. The 

main benefits of EU investment to Indonesia include: (a) technology transfer and 

                                                           
39

Kimura and Obashi (2010) 
40

Paulsen and Hufbauer, 2011 
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creation of value added; (b) labour absorption and human capital development; (c) 

environmental benefits; and (d) social benefits. 

 

(a) Technology Transfer and Creation of Value Added 

Economic literature identifies technology transfers as perhaps the most important 

channel through which foreign corporate presence may produce positive externalities 

in the host developing economy (OECD, 2002). For the past two decades, the 

contributions of European investment to technological development have continued 

to exist, particularly in the manufacturing sector. It can be argued that the dominant 

allocation of investment to the food, chemical and pharmaceutical, metal, machinery 

and electronics industries, as well as the transport, storage and communications 

sectors has spilled over into a wider technological transfer as these industries largely 

adopt advanced and/or high technology techniques.  

 

Moreover, this technological transfer has helped Indonesia to develop its own food, 

chemical and pharmaceutical, metal, machinery and electronics industries, as well as 

the transport, storage and communications sectors. It can be further argued that 

development of these sectors has created additional added value to the economy 

and thus supports economic growth.  

 

(b) Labour absorption and Human Capital Development 

The next important benefit of European investment in Indonesia is labour absorption 

and human capital development. According to the compilation of labour absorption 

statistics from BKPM, data from the Ministry of Manpower and Transportation, data 

from literature studies, and information from the EuroCham private sector survey, it is 

estimated that to date European investment in Indonesia has created 1.1 million 

jobs41 and thus supports and/or positively affects the lives of approximately 4.4 

million Indonesian42. Furthermore, European investment to Indonesia has also 

helped to develop human capital via various training schemes and programmes, 

thus, providing support to increase the volume of skilled labour in Indonesia. 

 

                                                           
41

 Approximately 695,000 directly employed and 485,000 indirectly employed. Indirect employment in this 
study is defined as employees hired via third parties or outsourced  
42

 Assuming 1 household consists of 4 family members 
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(c) Development of Local Market 

In conducting primary business activities, European business in Indonesia has 

engaged with local producers. Often, this increases competition among local 

producers, the result of which leads to higher productivity, lower prices and a more 

efficient resource allocation in the local market43.  

 

(d) Environmental benefits 

The environmental benefits that the EU brings to Indonesia largely come from the 

adoption of green initiatives in the core business activities and the implementation of 

Corporate Social Responsibility (CSR) programmes in respect of business 

environments. The EU is one of the world leaders in green initiatives and their 

implementation in Indonesia may help to increase awareness on environmental 

issues in the country. Details of benefits from the CSR programmes may be found in 

the successful CSR stories i later in this report.  

 

(e) Social benefits   

The social benefits that EU investment brings to Indonesia again largely come from 

the CSR programmes that companies run. Using the simple average method on the 

survey result, it is estimated that European companies have spent US$ 500 million 

on CSR programmes in 2011 alone44. From the various success stories received by 

EuroCham, social benefits from CSR programmes may come in the form of 

increases in educational opportunities, Small and Medium Enterprises development, 

and empowerment of women.  

 

      ________________________________________________________________________ 

Box 1. CSR Success Stories from Selected Companies  

 

1. Arthur Guinness Fund: From one to many – creating opportunities for 

communities 

In Indonesia, there are currently more than 51 million small, medium and 

micro businesses, from selling meatballs to marketing mobile phone 

covers. However, an entrepreneur whose main business is to fix social and 

                                                           
43

 OECD, 2002 
44

 The EuroCham investment survey asked its members how much they spend on CSR / community / 
charity support annually  
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ecological problems in the community – now that would be novel! Community entrepreneurs 

solve social problems through creative business innovations. While their numbers are 

growing in Indonesia, there could be many more with improved business support and 

access to capital. 

Guinness Indonesia with its Arthur Guinness Fund and in collaboration with the British 

Council launched the AGF-BC Community Entrepreneurs Challenge in March 2010.  The 

Arthur Guinness Fund has provided £230,000 of funding to identify and provide incentives 

for social entrepreneurs with the skills and support required to deliver measurable, 

transformational change to communities around the world: doing good business by doing 

good. 

The aim of AGF-BC Community Entrepreneurs Challenge is to develop a more sustainable 

support system for people who have succeeded in applying innovative business models that 

solve social and environmental problems and those who aspire to do so. Their individual 

efforts are seen as instrumental to developing sustainable solutions for the many problems 

faced by Indonesia and other countries.  

“From one to many – creating opportunities for communities” are the words of Arthur 

Guinness, a visionary who has a long history of community and society empowerment 

throughout the world. The programme objectives are to: 

• Develop a network of 30 established community-based entrepreneurs and 120 early-

stage community-based entrepreneurs 

• Deliver tangible social benefits to 10,000 people in up to 20 communities in 2 years 

• Develop and deliver capacity building mechanisms for early-stage and semi-established 

entrepreneurs 

 

The AGF-BC Community Entrepreneurs Challenge has been a great success with the 

development of two nationwide competitions (CEC Wave I and Wave II) designed to identify 

and support semi-established, early-stage and potential community enterprises. The fund 

has set up knowledge sharing, mentoring and training opportunities with fellow 

entrepreneurs (professional and business practitioners), academic institutions and financial 

institutions at national and international level. The programme has also seeded partnership 

funding to assist semi-established community entrepreneurs who have achieved a scalable 

and replicable business model, as well as to assist early-stage community entrepreneurs in 

starting their enterprises.  

To date, the AGF-BC Community Entrepreneurs Challenge has supported 14 communities 
and directly impacted 8,154 individuals. Past winners include Komunitas Hong, Institut 
Pluraslisme Indonesia, Wangsa Jelita, CV Fruitanol and Aliansi Pro Petani Pakpak Bharat.  
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2. Focus “Meet A Need” - Indonesia  
 

Introduction 
Jebsen & Jessen (SEA) is committed to managing and 
responding to the environmental and social impact of its 
activities. The Group’s vision of corporate responsibility is that it 

stands as a constant part of what any organisation should do. Business Principles 
document the expectations Jebsen & Jessen (SEA) has of its corporate behaviour. 
Environment, health and safety policies and procedures provide a structure for action 
throughout all businesses. The Group’s community activities create connections with the 
people in the region. 
 
 
Carbon Neutrality  
Chairman Heinrich Jessen’s background in environmental science provides the bedrock for 
the ambitious vision of carbon neutrality. Staff time is designated to implementing the 
initiatives required to turn vision into everyday business practice. Jebsen & Jessen (SEA) 
participates in a global footprint-measuring scheme, providing a structure for monitoring and 
reporting. Subsequently, the Group implements initiatives to reduce emissions and 
ultimately, invests in offsetting projects to achieve carbon neutrality.  
 
“Meet A Need” programme 
Since 2007 this in-house CSR programme has organised hands-on trips targeted at a 
defined need, in communities across ASEAN. Staff members from all parts of the Group are 
encouraged to join, creating a diverse team of volunteers who learn not only about the lives 
of the wider community but about each other as colleagues. Jebsen & Jessen (SEA) 
connects with projects that support local needs through adopted charities the World Wide 
Fund for Nature (WWF) and World Vision International (WVI).  
 
How it works 
Jebsen & Jessen (SEA) sponsors two “Meet A Need” trips annually. Each trip is funded with 
SGD 100,000 and all confirmed staff members are encouraged to join. An ASEAN group, 
Jebsen & Jessen (SEA) exclusively sponsors projects within the ASEAN region. To fulfil its 
responsibility towards the community and the environment, one trip is targeted to meet a 
social need, the other to meet an environmental cause.  
 
Before each trip, a total of 12-15 volunteers are selected via random ballot. As a trip usually 
takes five working days, these employees take 2.5 days from their annual leave and Jebsen 
& Jessen (SEA) sponsors the remaining 2.5 days. The company also bears the cost of 
transportation to the work site, board and lodging, insurance, work equipment and similar. 
These costs are deducted from the SGD 100,000 and remaining sum is donated to the 
project.  
 
Since the “Meet A Need” programme was launched in 2007, more that 1,800 staff members 
have submitted their interest and over 100 volunteers have been able to join a trip.  
 
“Meet A Need” trip to Ujung Kulon National Park, Indonesia, July 2010 
From July 18-24, 2010, 12 Jebsen & Jessen (SEA) volunteers travelled to Ujung Kulon 
National Park (UKNP) in Java, Indonesia, to support the Javan rhino conservation efforts 
by the National Park authorities and WWF.  
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Mysterious, rare and largely unheard of, the Javan rhino hovers on the brink of extinction. 
Historically hunted for its horn and devastated by the destruction of its habitat, the Javan 
rhino population is now distressingly small. With an estimated population of just 50 
individuals in UKNP, the Javan rhino is among the world’s most endangered species. 
 
Jebsen & Jessen’s (SEA) volunteers arrived in UKNP on the evening of July 19, 2012. Over 
the following two days, they ventured into the jungle and followed the National Park officers 
to track the rhinos. At several locations, they installed video surveillance, built observation 
tree-houses, cut the arenga palm, a plant invasive to the rhino’s staple diet, and assisted the 
National Park team with a topographical survey. 
 
After two days in the jungle, the team travelled to a tiny island within the National Park. The 
surrounding reefs have been heavily damaged and many of the fish have disappeared. 
Together with WWF, the team planted soft corals in the sea and mangroves around the 
island. 
 
At the end of the trip, the group of volunteers travelled to Taman Jaya, a village on the 
outskirts of the UKNP and spent a magnificent evening enriched with local culture at the 
Taman Jaya Elementary School. On behalf of Jebsen & Jessen (SEA), the team handed 
over a donation of educational books and stationery to the pupils. 
 

 
3. L’Oréal Indonesia as an Exemplary Citizen 

L’Oréal always seeks to go beyond economic success. To be 
one of the companies that have the greatest respect for the 
planet and caring towards the community, is part of its 
constant goals. At L'Oréal, the belief of being part of the 
community in which it operates is fundamental. 

 
As the world’s leader in beauty that places research and innovation at the heart of its 
activities, L’Oréal anywhere around the world is committed to being a good corporate 
citizen, by promoting educational opportunity, women in science, and community solidarity.  
 
In Indonesia,  L’Oréal has consistently been supporting the areas of science and education 
since 2004 through various Corporate Social Responsibility (CSR) programmes including 
the L’Oréal-UNESCO For Women In Science, L’Oréal Girls Science Camp, and the L’Oréal 
Science Discovery Lab. L’Oréal Indonesia’s employees are also exemplary citizens by 
voluntarily participating in various company initiatives such as tree-planting and donating 
blood. 
 
For this sustained commitment, L’Oréal Indonesia has received prestigious accolades from 
the Indonesian Asia Responsible Entrepreneurship Awards in 2009 in Community 
Engagement category and the Caring For Education Awards (Anugerah Peduli Pendidikan) 
from the Minister of National Education in 2010, both recognising the Company’s dedication 
in supporting the areas of education and science in Indonesia.  
 
L’Oréal Indonesia believes each of its CSR programmes provides meaningful impact on the 
development of Indonesian society, especially in promoting science amongst Indonesian 
women. 
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L’ORÉAL-UNESCO FOR WOMEN IN SCIENCE 

 

Established in 1998, L'Oréal–UNESCO For Women In 
Science (FWIS) programme is a unique collaboration 
between the private sector and inter-government 
institutions, to support women in science, advance 
science, and increase its development globally. The 
programme aims to bridge the gap between the number 
of male and female scientists globally.  

 

Over the past 14 years, L'Oréal FWIS has recognised more than 1.250 women scientists 
from 106 countries, of which 72 have been awarded as L'Oréal-UNESCO Award Laureates. 
Two of them have also been awarded Nobel prizes. 

 

In Indonesia, this programme has been conducted since 2004 in cooperation with the 
Indonesian National Commission for UNESCO (KNIU) and the Ministry of Education and 
Culture. Each year, L'Oréal FWIS is awarded to five young Indonesian women scientists, 
whose projects have the potential to be developed in Indonesia, through “L’Oréal Indonesia 
Fellowships For Women In Science” scholarship worth IDR 70 million each. 

 

Up to 2012, this prestigious award has been granted to 25 young women researchers, 4 of 
whom have been recognised internationally. 

 
    

 

      L’ORÉAL GIRLS SCIENCE CAMP 

 

As part of the For Women In Science National programme, 
L’Oréal Indonesia holds L’Oréal Girls Science Camp, a 
prestigious scientific competition for female Indonesian students 
that has been held every year since 2005. Collaborating with 
Indonesian National Commission for UNESCO (KNIU), the 
competition provides an opportunity for the students to delve 
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deeper into science through a simple scientific and environmental preservation project.  

 

L’Oréal Girls Science Camp programme involves the L’Oréal–UNESCO For Women In 
Science scholarship recipients (fellows), the Indonesian young women researchers who 
excel in life science and material science. These fellows act as mentors and also judges for 
this Science Camp programme.  

 

Female high school students are expected to be inspired and motivated by Fellows who 
have excelled in science in Indonesia, through various important research projects that will 
prove useful for this country in the future. 

 

With a different theme being presented each year, 22 teams consisting of three female high 
school students vie to win the L’Oréal Girls Science Camp, with their various innovative 
science projects. These winners are eligible for a trophy, certificate, bank deposit prize, and 
a collection of science books for their school. 

 

 

 

L’ORÉAL SCIENCE DISCOVERY LAB 

 

  

To mark the 100 years anniversary, of L’Oréal, the Group has 
decided to provide a different meaning by commemorating with 
generosity. Rather than conducting a traditional celebration, L’Oréal 
is launching 100 projects around the world targeted at offering both 
support and efficient solutions to communities in need.  

 

L’Oréal Indonesia has chosen to launch a generosity project that 
focuses on promoting the enthusiasm for learning science 
amongst underprivileged high school students. Therefore, L’Oréal 
Indonesia has launched L’Oréal Science Discovery Lab to support 
10 selected underprivileged senior high schools throughout 
Indonesia each year, focusing on promoting the learning of 
science subjects (Biology, Chemistry, and Physics) among 
underprivileged students. 
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Being in partnership with Radani Tunas Bangsa, an expert educational organisation to 
implement and monitor the project, and National Commission for UNESCO (KNIU), the 
Ministry of Education and Culture to ensure the alignment with the government’s initiatives 
plus monitoring the progress in each of the recipient schools, L’Oréal Indonesia contributes 
a total of IDR 700 million to build L’Oréal Science Discovery Lab in 10 schools each year. 
Through this programme, L’Oréal Indonesia has to date contributed to 30 underprivileged 
high schools throughout Indonesia.  
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Chapter III. Conclusions and Recommendations 

 

III.1. Conclusions 

 Currently, there are two types of investment data sets available for Indonesia: (i) 

direct investment flows released by Bank Indonesia (data available from 2004); and 

(ii) Foreign Direct Investment realization data45 released by Indonesia's Investment 

Coordinating Board (BKPM) (data available from 1990). Data on the stock of EU 

investment to Indonesia is not currently available46.  

 Using the available direct investment flow data, the current study estimates that the 

total amount of direct investment flow from the EU to Indonesia since 1945 has 

totalled some US$ 130 billion47. This amount might even be higher, however, due to 

investment made by European affiliates or branches in Singapore.  

 For over two decades, FDI realisation from the EU to Indonesia has been largely 

made in the secondary sector48, particularly in the food, chemical and 

pharmaceutical industries, thus supporting Indonesia's technological development.  

 A geographic analysis of FDI realisation data reveals that most of the investment 

from the EU was allocated to Java Island. However, the dominance of Java Island 

has been declining since 2007.  

 Indonesia has benefitted from the EU investment. The main benefits of the EU 

investment to Indonesia include:   

(a) Technology Transfer and Creation of Value Added 

 FDI from the EU has brought with it an associated technology transfer as 

European companies routinely use the most modern technology available in the 

world. For example, a company in Bandung formed a partnership with Airbus and 

now produces locally in Indonesia the wing struts for the Airbus A380. 

                                                           
45

 Excluding banking and oil & gas sectors 
46

 According to UNCTAD standard, source of the investment stock data is the International Investment 
Position (IIP). Despite the availability of the IIP data, classification by country is not available (only 
available in aggregate total).  
47

 Current Value 
48

According to BKPM, primary sector includes the following sub-sectors: food crops & plantation, 
livestock, forestry, fishery and mining. Secondary sector includes the following industries: food; textiles; 
leather goods & footwear; wood; paper & printing; chemical & pharmaceutical; rubber & plastic; non-
metallic mineral; metal, machinery & electronics; medical precision. & optical instruments, watches and 
clock; motor vehicles & other transport equipment; and other industry. Meanwhile, tertiary sector 
includes: electricity, gas & water supply; construction; trade & repair; hotel & restaurant; transport, 
storage & communication; real estate, industrial estate & business activities; as well as other services 
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(b) Labour absorption and Human Capital Development 

 EU companies in Indonesia employ around 1.1 million people and thus support 

the livelihood of approximately 4.4 million Indonesians. Furthermore, the 

investment from the EU has also helped to develop human capital in Indonesia 

via various training programmes carried out by European companies in 

Indonesia. 

(c) Development of Local Market 

 As a result of increased competition, the domestic market enjoys higher 

productivity, lower prices and a more efficient resource allocation49.  

(d) Environmental benefits 

 The environmental benefits from the EU investment to Indonesia come from the 

adoption of green initiatives in the core business activities and the 

implementation of Corporate Social Responsibility (CSR) programmes.  

(e) Social benefits   

 The social benefits of the EU investment to Indonesia also largely result from the 

CSR programmes the companies have introduced. It is estimated that European 

companies spent US$ 500 million on CSR programmes in 2011 alone50.  

 

III.2. Recommendations 

To reap the full benefits of the investment from the EU, as well as to attract more FDI 

from the EU, EuroCham recommends the following actions be undertaken: 

 Strengthening EU – Indonesia economic cooperation 

 To promote foreign direct investment from the EU, the completion of the EU – 

Indonesia Comprehensive Economic Partnership Agreement is recommended. The 

CEPA would increase trade and investment between the EU and Indonesia, which 

will support the shift of Indonesia's economy towards more skill-intensive and 

knowledge-intensive products51. 

 Improving Regulatory Framework  

Indonesia needs to improve its attractiveness to FDI by creating a more transparent, 

coherent and consistent regulatory environment for investors. Additionally, the 

                                                           
49

 OECD, 2002 
50

 EuroCham asked its members how much they spend on CSR / community charity support annually   
51

 67 percent of EuroCham survey respondents felt that the EU – Indonesia CEPA would provide further 
incentives to increase investment flows to Indonesia  
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consolidation of the rule of law and further implementation of good governance 

practices are also recommended.  

 Lifting Limitations on Foreign Ownership 

For investors, all equity caps and joint-venture requirements are considered as 

impediments. Therefore, a regular review of the Negative Investment List, with 

relaxation of investment caps in some sectors, is recommended as a means of 

attracting greater foreign investment to support Indonesian economic development.  

 Providing an Easier Licensing Process for Foreign Company Establishment  

European companies would also recommend simplifying the process for establishing 

a new company (including licensing)  
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Annexes 

 

Annex 1. Methodology 

 

Publications relating to EU investment and its impact on the Indonesian economy are thus far 

severely limited. Moreover, the available investment data in Indonesia also lags behind. Given 

such limitations, the study adopted both quantitative and qualitative research methods in order 

to provide a comprehensive mapping and analysis of EU investment in Indonesia. A qualitative 

research method was undertaken via collection of primary and secondary data, as well as 

interviews with European companies in Indonesia. Meanwhile, a quantitative research method 

was used via adoption of an econometric model in order to estimate total FDI inflow to 

Indonesia. Figure 1 provides a description of the adopted research methods in the study.  

 

Figure 1. Study on EU – Investment in Indonesia: Research Methods 

 

Source: EuroCham 

 

1. Qualitative Research Method 

 

A. Collection of Primary Data 

In order to obtain the primary data, EuroCham conducted an on-line survey from 12 

January to 5 May 2012. The targeted respondents were European companies in 

Indonesia. The on-line survey was distributed to all EuroCham members, embassies, and 

other European businesses in Indonesia. A printed version of the questionnaire was also 

circulated during all EuroCham Working Group meetings throughout January and 

February 2012. 

Qualitative Research Method  

• Private Sector Survey 

• In-depth Interviews 

Quantitative Research Method 

• Secondary Data Collection from official sources  

• Econometric Estimation 
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The private sector survey aimed at gathering the following information: amount of total 

investment flow to Indonesia thus far, amount of investment in 2010 and 2011, number of 

direct and indirect employees, amount of budget allocated for company’s Corporate Social 

Responsibility (CSR) programme, and number of people benefiting from company’s CSR 

programmes. Based on these expected outcomes, the questionnaire was divided into four 

(4) sections: 

a. General Information 

This part asked for information on firm’s name and nationality (or location of 

headquarters) 

b. Investing in Indonesia 

This part aimed at identifying total investment flows, recent investments made, and 

tendency towards future investment in Indonesia. A question related to the role of EU – 

Indonesia Comprehensive Economic Partnership Agreement (CEPA) in determining 

future investment was also included in this section 

c. Employment 

Questions under this section aimed at identifying the number of direct and indirect 

employees, as well as the estimated number of their dependants 

d. CSR and Community Support  

Finally, this section aimed at recognising the amount of money allocated by European 

business in Indonesia to support community programmes.  

   A complete version of the questionnaire is available in Box I below.  

 

From around 850 European companies surveyed, 105 companies from 14 EU member 

states provided their responses, thus making response rate approximately 12.3 percent 

(Table 1). Although the number of respondents remains far below the actual population of 

European businesses in Indonesia, it is statistically acceptable having surpassed the 

minimum requirement of a sample of 30 to proxy normal distribution52.  

 

 

 

 

 

                                                           
52

According to statistic theory, sample size greater than 30 is sufficient to approximate normal distribution 
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Table 1. Survey Responses by Firm’s Nationality  

No. Country 

Number of 

Responding 

Firms 

1 Austria 4 

2 Belgium 7 

3 Denmark 11 

4 Finland 9 

5 France 12 

6 Germany 16 

7 Italy 7 

8 Netherlands 7 

9 Spain 3 

10 Sweden 22 

11 United Kingdom 7 

 

TOTAL 105 

Source: EuroCham 

 

_______________________________________________________________________ 

Box.I. Questionnaire for Private Sector Survey 

 

A. General Information 

1. What is your company name? 

2. Where are your headquarter located? OR What is your nationality? (Applicable for 

individual investor) 

B. Investing in Indonesia 

3. How much is your company’s total investment in Indonesia from establishment up to 

now? (in USD) 

4. How much did your company invest in Indonesia in 2010? (in USD) 

5. How much did your company invest in Indonesia in 2011? (in USD) 

6. Will you increase your investment in Indonesia within the next 24 months? 

7. Would an ambitious Bilateral Trade Agreement, a so called Comprehensive 

Economic Partnership Agreement (CEPA) between EU and Indonesia that includes 

areas such as liberalization of goods, services and direct investment; IPR protection; 
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lowering of tariffs; improved competition policy; opening up of possibilities in public 

procurement etc; incentivize you to make additional investments in Indonesia?  

C. Employment 

8. How many people does your company directly employ in Indonesia? 

9. How many people does your company indirectly employ (including outsourced and/or 

sub-contracted) in Indonesia? 

10. How many dependents do you estimate that your company supports? 

D. CSR and Community Support 

11. How much does your company annually spend on CSR / community support / 

charitable causes? (in USD)  

________________________________________________________________________ 

B. Interviews 

 In order to further understand how investment flows from the EU to Indonesia and to gain 

greater understanding of the CSR programmes and their impact on the community, this 

study conducted interviews with several European companies. Interviews on investment 

flows were guided by the Survey Questionnaire (Box I), while interviews on the CSR 

programmes were guided by the questions in Box II: 

 

 ________________________________________________________________________ 

 Box II. The Success Story of CSR Programme: Guideline Questions 

a. How many CSR programmess does your company have?  

Please choose one CSR programme (most successful) and answer the following 

question: 

b. Please provide brief introduction of the CSR Programme! 

c. How is the CSR programme aligned with the company’s vision and mission? 

d. How has your company benefitted from the CSR programme? 

e. Thus far, how many people have benefitted from the CSR programme? 

________________________________________________________________________ 
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2.  Qualitative Research Method 

 

A. Collection of Secondary Data 

In order to complement the survey results, secondary data on investment flow and stock; 

amount of labour absorption, as well as information related to the number of European 

businesses in Indonesia was collected from the following official sources: 

 Indonesia Investment Coordinating Board (BKPM) 

The Data Centre and Information (PUSDATIN) of BKPM provided the following 

statistics:  

(i) FDI realisation from individual EU Member States (by sector and by location) from 

1990 to 2011 

 In order to record FDI data, BKPM relies on monitoring activity. Thus, the FDI 

realisation data indicated foreign investor interest over time. Such an approach is 

different from the Balance-of-Payments (BoP) method, which records FDI inflow as 

recorded mby Bank Indonesia (BI). Other important characteristics of FDI 

realisation data are: taken from voluntary reports, orientated mainly towards real 

sectors, based on greenfield projects, not bounded by any statistical thresholds, 

and does not include oil & gas and banking sectors53. Given such characteristics, it 

can be argued that FDI realisation data provides a clearer picture of investor 

interest and better gauges the investment climate. The FDI realisation data is 

available from 1990 until 2011. Furthermore, BKPM has compartmentalised the 

FDI realisation data by country of origin, sector and location of investment 

(provinces and/or islands) 

(ii) Labour absorption data from 1990 to 2011 

 In addition to the FDI realisation data, BKPM has also released labour absorption 

data, which measures the number of jobs created from direct investment to 

Indonesia. This data is available on an annual basis from 1990 to 2011. It is 

worthwhile noting that the labour absorption data is based on voluntary reporting 

and is recorded at the beginning of an investment project54. Despite its limitations, 

the BKPM labour absorption data provides the only available official statistics for 

job creation from FDI inflow to Indonesia. The number of Indonesians working for 

                                                           
53

BKPM Strategy Paper on FDI 2010, Box 1, page 3  
54

Thus, there is a strong possibility that the actual number of jobs created is greater than recorded 
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foreign companies (Penanaman Modal Asing / PMA) has never been 

systematically recorded by any institution to date.  

(iii) Top 10 or top 20  investors from EU member states in Indonesia (2007-2011) 

 List of companies from EU member states that have invested in Indonesia is 

available from BKPM. Such raw data is extremely confidential and very rich in 

nature. Given the difficulties in collecting numbers for jobs creation and total 

amount of investment, it was useful to obtain a list of the top ten or top 20 

companies or investors in order to gather information on the above mentioned 

statistics.  

 

 Bank Indonesia (BI) 

Bank Indonesia (BI) uses the method from IMF Balance-of-Payment Manual 5 (BPM5) 

to record FDI inflow, thus measuring direct investment based on financial data and 

transactions recorded using the accrual method. According to BPM5, direct investment 

is the category of international investment that reflects the objective of a resident entity 

in one economy obtaining a lasting interest in an enterprise resident in another 

economy. Furthermore, the BPM5 states that direct investment comprises not only the 

initial transaction establishing the relationship between the investor and the enterprise 

but also all subsequent transactions between them and among affiliated enterprises, 

both incorporated and non-incorporated. Bank Indonesia (BI) fully adopted the IMF 

BPM5 and began the relevant survey for direct investment flow in 200455. 

Consequently, the official direct investment flow data is only available from 2004, plus 

is only classified by country. Direct investment flow data released prior to 2004 was 

measured using IMF BPM4, which differs and is incomparable with the latest data 

measured using IMF BPM556.  

 

 

 

                                                           
55

Interview with Mr. Mochamad Sukarno Andy Priyanto (Balance of Payment Bureau, Bank Indonesia), 
May 2012 
56

According to IMF BPM 5, the data of direct investment provides total assets and total liabilities that are 
later classified into equity capital, re-invested earnings, and other capital. This means that the direct 
investment flow data measured using IMF BPM5 includes statement on stocks of external assets and 
liabilities. It thus contains additional information on the market value of financial assets / liabilities at the 
beginning and end periods, changes due to exchange rate movements, price movements and other 
factors (Bank Indonesia, 2005)  
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 Ministry of Manpower and Transmigration 

Directorate General of Foreign Workers Supervision (PPTKA) and Research 

Development Bureau (Balitbang) of Ministry of Manpower and Transmigration provided 

supporting information on the number of Indonesians working for European companies 

(or companies with European ownership) in Indonesia. Raw data was collected directly 

from the Foreign Workers Supervision (PPTKA) form. Given the nature of the form, the 

raw data collected is largely exposed to human error and thus needs to be cross-

checked. In this study, raw data from PPTKA form was cross-checked with information 

from interviews, various news reports and company profiles.  

 

 Ministry of Energy and Mineral Resources 

The Data Centre and Information (PUSDATIN) – Ministry of Energy and Mineral 

Resources provided information on investment realisation in the oil and gas sector. The 

data is only available from 2004 and is not classified by country of origin. In order to 

identify the share of European investment in the oil and gas market in Indonesia for this 

study, officials from the Ministry of Energy and Mineral Resources were interviewed 

and information gathered from various literature sources.  

 

 Central Bureau of Statistics 

Central Bureau of Statistics supplied dependency ratio data and other economic data 

that provided support for this study. Dependency ratio is the ratio of population of 

unproductive age (< 15 years and > 65 years) and population of productive age (15 – 

65 years). Dependency ratio is particularly important in calculating the number of 

workers’ dependants.  

 

 Bilateral Chambers of Commerce: Directories of Business and Various Literature 

Sources and Information from Electronic Media and Websites  

Business directories from bilateral European chambers have been used to gather 

supplementary information on European businesses in Indonesia, particularly on 

businesses that have not yet been identified in the EuroCham “Eurobusiness” 

Directory.  
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B. Econometric Estimation 

The main challenge to a study on EU investment in Indonesia is the availability of data. 

There are large gaps in Indonesia’s investment flow data. However, the recent FDI 

realisation database from BKPM covers a longer time period, although it excludes 

investment realisation from the oil & gas and banking sectors. Thus, the FDI realisation 

data did not cover all economic sectors.  

 

In order to provide a better estimation of EU investment in Indonesia, this study attempted 

to firstly fill the data discrepancies by estimating gravity model with two time-series 

econometric techniques: Ordinary Least Squares (OLS) and Poison Pseudo Maximum 

Likelihood (PPML). Once a database with a longer observation period is constructed, then 

an aggregate value of investment may be obtained.  

 

Originally, the gravity model was used to explain bilateral trade flows between countries. 

According to the gravity model, the pull forces for bilateral trade flows are size of 

economies concerned, distance, transportation cost or transaction cost. The basic 

theoretical model for the gravity model takes shape in the following equation:  

 

 

   ………………. (i) 

 

With Fij = trade flow, Mij = the size of economies concerned and Dij = distance between the 

concerned economies.  

 

The selection of the gravity model in the study was largely based on the argument of trade 

and FDI being complementary (Fukui, 2010) 

 

Despite there being various adaptations of the gravity model, this study adopted a basic 

version following Kurniati, et.al (Bank Indonesia, 2007): 

 

Ln FDIij = β0 + β1lnGDPj + β2lnPOPj - β3lndistij + εij ….. (ii) 

 

FDIij = Foreign Direct Investment from country i to country j; 



49 

 

GDPj = Gross Domestic Product country j; 

POPj = Population of country j; 

distij = Distance between country i and country j 

 

The result of OLS regression to gravity model can be followed with adoption of Poison 

Pseudo Maximum Likelihood (PPLM) regression57. The original purpose of adopting the 

PPML method was to address the pervasive heteroscedasticity problem that usually 

occurs in the gravity equations (Silvan and Tenreyro, 2005). 

 

Later, the best result from the gravity model regression was used to estimate FDI realisation 

prior to 1990. Given the limited number of available observations, the result of the gravity model 

regression was only able to provide a plausible estimation of FDI realisation from 1970 to 1989. 

The estimated FDI realisation values (1970-1989) were then used to construct a FDI realisation 

database from 1970-2011. Finally, the aggregate value of FDI realisation from the database 

provided an estimate of the amount of investment realisation from the EU to Indonesia 

(excluding the oil & gas and banking sectors). 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
57

Fukui and Lakatos (2010) 
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Annex 2. Result of OLS Regression for Gravity Model with FDI Realisation Data  

  

 

 

 

 

 

 

 

 

 

 

 

Perintah: reg lfdi lgdp_id lpop_id ldist, vce(robust) 

Output: 

 
Linear regression                                      Number of obs =     208 

                                                       F(  3,   204) =   20.58 

                                                       Prob > F      =  0.0000 

                                                       R-squared     =  0.2507 

                                                       Root MSE      =  2.2429 

 

------------------------------------------------------------------------------ 

             |               Robust 

        lfdi |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

     lgdp_id |  -.1808235   .5363793    -0.34   0.736    -1.238382    .8767345 

     lpop_id |   -.968926   3.599013    -0.27   0.788    -8.064959    6.127107 

       ldist |   22.95599   3.494567     6.57   0.000     16.06589    29.84609 

       _cons |  -192.2663   78.31607    -2.46   0.015     -346.679   -37.85352 

------------------------------------------------------------------------------ 
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Annex 3. Recap of EuroCham Private Sector Survey Result  

 

 

 

  

No. Question
Number of 

Responses
Details 

1

How much is your company's total investment in 

Indonesia from establishment up to now? (in 

USD)

59 9,938,211,237

2
How much did your company invest in Indonesia 

in 2010? (in USD)
44 839,245,871

3
How much did you company invest in Indonesia 

in 2011? (in USD)
52 771,808,014

Will you increase your investment in Indonesia 

within the next 24 months?

   Yes 53 67.09 Percent of Respondents

   No 14 17.72 Percent of Respondents

   Don’t Know 12 15.19 Percent of Respondents
Would an Ambitious Bilateral Trade Agreement, a so 

called Comprehensive Economic Partnership 

Agreement (CEPA) between EU and Indonesia that 

includes areas such as liberalisation in goods, services 

and direct investment; IPR protection; lowering of 

tariffs; improved competition policy; opening up of 

possibilities in public procurement etc. incentivise you 

to make additional investments in Indonesia?

   Yes 52 66.67 Percent of Respondents

   No 14 17.95 Percent of Respondents

   Don’t Know 12 15.38 Percent of Respondents

6
How many people does your company directly 

employ in Indonesia? 
70 55,843

7

How many people does your company indirectly 

employ (including outsourced and/or sub-

contracted) in Indonesia? 

65 183,023

8
How many dependents do you estimate that your 

company supports?
58 557,778

9

How much does your company annually spend 

on CSR/community support/charitable causes?  

(in USD)

54 26,710,250

4

5
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Annex 4. More CSR Success Stories 

 

1. Sustainable Sourcing: Making a difference on sustainable sourcing through community 

engagement 

 

Unilever Indonesia has become part of life for Indonesian people 

more than 78 years.  The company believes to continue a long term 

business growth-it will depends whether all resources as fuel for 

growth can be managed in sustainable manner.  

 

We acknowledged that people is the crucial element to ecosystem, therefore Unilever 

Indonesia  engage with farmers as an integral part within value chain of Bango brand  

which its social mission is to improve farmers livelihood.  Before the program - black soy 

bean was limited in supply and not popular amongst farmers due to lack of knowledge in 

agriculture practice, no market guarantee, lack of capital, moreover as smallholder 

farmers - most did not own the land.  On the other hand the business expansion required 

bigger and more sustainable supply. 

 

Therefore, Black Soybean Farmer’s Development program entails the holistic approach 

of various stakeholders with different expertise like University and NGO for research and 

field assistance on best agriculture practices, the business to provide market guarantee 

and financial access, government who support us on policy at national level as well as 

endorsement for field alignment with local office. Of course - the Foundation acts as 

catalyst and most importantly the farmers as center of gravity. This collaborative model 

was relatively new back then in early 2000, with only 12 farmers. As program began to 

show success, especially after the new Mallika black soy bean prime seed launch as the 

fruit from collaboration between Gadjah Mada University and Unilever which gives 

higher productivity. It boosted up farmer’s confidence and complemented further with 

Cooperatives capacity building and Women Farmer empowerment.  Now, in 2012 the 

program has grown tremendously and more than 7,000 farmers enjoy better livelihood, 

women are even more empowered to take part in family socio economic development, 

furthermore business could sustain and obtain mutual benefit of healthy business growth 

with sustainable source of raw material.  Undoubtedly, community engagement is 

essential as way forward for a win-win model of holistic partnership. The challenge 
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would be to leverage the model to other commodities in various area of the country with 

faster development to meet the business needs and spur growth for local economy. 

 

2. Klik Hati, a CSR Story of PT Merck Tbk 

 

 

 

 

 

 

PT Merck Tbk has three kinds of CSR programs: Klik Hati; Youth Take Action (YTA); 

and Free Health Consultation. One of its most successful CSR program is Klik Hati.  

In early 2010, PT Merck Tbk encouraged innovation in social education by initiating the 

Klik Hati program in order to support people to live a better life. The program is designed 

to recognize outstanding social media initiatives in promoting community-based social 

and community development programs.  

 

The Klik Hati program continued in 2011, with five organizations received support of IDR 

100 million. The winning organizations includes: Akademi Berbagi, Bale Bengong, 

Indonesia Bercerita, Indonesia Berkebun and Yatim Online. Later in May 2011, Akademi 

Berbagi and Indonesia Bercerita were announced as the two best innovators 

 

PT Merck Tbk is committed to serve and create value for all stakeholders, including 

members of broader community. Through Klik Hati program, PT Merck Tbk supported 

various communities in Indonesia to live a better life. Further, the program has also 

allowed PT Merck Tbk to communicate and closely engage with public. Hence, it 

increases company’s positive image. The Klik Hati program has also increased number 

of visitors to PT Merck Tbk corporate website. 

 

From December 2010 to May 2011, Klik Hati has reached around 2.4 million readers 

from different social media networks. The number is expected to increase in the future, 

as number of Twitter and Facebook users in Indonesia continue to grow.  
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3. Clariant Indonesia Sustainability activities 

 

 

a. Internship of High School / University Students 

During 2011, Clariant Indonesia gave 128 High School and University Students a 

2-3 month Internship (Practicum). The students are 

coming from our neighbourhood. We give the 

students the opportunity to know us as Clariant 

Indonesia, being trained in our office, laboratory, 

warehouse, engineering and production facilities.      

 

b. Scholarships to Poor Children 

Over the last years, in cooperation with the Sampoerna Foundation, Clariant 

Indonesia sponsored 134 scholarships to children at 

all educational levels. These children are coming 

from very poor families and have single, or no 

parents anymore. Their financial status would not 

allow them to finish any educational grade. 

 

During our ‘Clariant Indonesia Responsible Care – 

Open Day’ in June 2011, we committed to sponsor 

an additional 33 children to participate in our 

Scholarship program. 

   

c. Responsible Care Gold Award 

In July 2011, Clariant Indonesia was audited and got the Responsible Care 

verification.  On October 25, 2011 during the Asia Pacific Responsible Care 

Conference, Clariant Indonesia received the honourable ‘Responsible Care Gold 

Award 2011’ for its Tangerang and Cilegon sites.  
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4. PT Mazars Indonesia – Paper Neutral Audit Tree Planting & Tree Adoption 

 

Name of policy or project: 

Paper Neutral Audit - Tree Planting & Tree Adoption 

Program 

 

Short description: 

Company staff participated in the tree planting and tree adoption in Gunung Gede 

Pangrango  

 

Date: 

June 6, 2009 (World Environment Day) 

 

Participants: 

Mazars’ staff and volunteers 

 

 

Number of trees planted: 

400 

 

Area covered: 

1 hectare (10,000 sqm) 

 

Collaborators: 

Conservation International, National Park of Gunung Gede Pangrango, West Java. 

 

About the program: 

Mazars, an international company, is truly concerned about the environment and its 

responsibility to be a good corporate citizen in giving back to the environment what is 

has contributed to taking away. 

 

Mazars felt that paper consumption in its operations must somehow impact on the 

environment, particularly in respect of trees.  
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As an accounting and consulting firm and major paper consumer, Mazars has asked 

Conservation International (CI) to calculate the effect of its paper consumption on the 

environment, and specifically the amount of paper trees it takes to produce the paper it 

uses with the intention of replanting and supporting an equivalent number of trees as 

part of a causal CSR program. 

 

Mazars is a pioneer in this paper neutral audit tree planting and tree adoption program.  

 

Mazars calculated all forms of paper consumed by the company from 2003 through 

2008. 

 

These forms of papers included letterhead, various print and photocopy papers, 

envelopes, books and writing pads, cartons, even 4-ply computer paper for payroll. 

 

When the calculation was completed, Mazars had used almost Rp. 400 million (exact 

amount Rp. 396,582,870) worth of paper for its day-to-day operations over the past six 

years. 

 

Conservation International (CI) was then requested to assist in converting this total cost 

of paper being used by the company to the equivalent number of trees to be planted. 

Based on one ton of paper requiring approximately 17 trees of a height of 12 meters and 

diameter 15-20 cm,  CI concluded that Mazars paper consumption over the past 6 years 

was more or less equal to 400 trees.  

 

Mazars contributed in the procurement of seedlings and transportation, including 

covering the expenses to supporting these trees during their first year after being 

planted. All Mazars staff members were invited to participate in planting the trees. 

 

Mazars and CI chose the Bodogol area inside the National Park of Gunung Gede 

Pangrango as the location to plant the trees. The location is a two-hour drive from 

Jakarta and the area is also part of the CI’s Green Belt program to reverse land 

degradation and deforestation. 
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On Saturday morning June 6, 2009, which was also World Environment Day, five buses 

carried almost two hundred staff and executives of Mazars to the National Park Gunung 

Gede Pangrango in West Java. 

 

Mazars agreed with CI’s suggestion to plant trees of mixed types, most being fruit trees. 

These particular trees have the advantage of being easy to grow, simple to maintain, 

have high resistance to pests, and produce fruits for the local people in the area.  

Therefore, these trees will not only be able to accelerate the recovery of land 

degradation in the area but also have the greatest potential to survive. 

 

It was a clear and sunny day and the group completed planting the trees in four hours, 

covering an area of 10,000 square meters. A large signboard was then erected on top of 

the hill facing down the valley where the 400 seedlings had been freshly planted, on 

which the words “Mazars Block” were printed. It was a day where everyone felt proud of 

their efforts. 

 

These planted and adopted trees will become part of the 10,000 hectares Green Belt 

managed by Conservation International and the National Park Authority. 

 

While the number of trees planted was small in comparison to the total area of 

degradation, the cause and reasons for the paper neutral audit, which drove this tree 

planting and tree adoption have inspired the awareness of Mazars staff towards nature 

and the environment, and also have created a sense of pride and ownership in taking 

part and contributing to this responsible action. 

 

Impact on Business Success: 

- Successfully managed to establish an image of being an environmentally friendly 

company. 

- Excellent material for the company publication and campaign at national, regional 

and global level. 

- Stronger image and visibility of company brand. 

- Increased environmental awareness and care among staff. 

- Reduction in the amount of paper wasted, hence greater efficiency in operational 

cost. 
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5. A Glimpse of Aqua Clean Water Project in Cipatat Village - Now the water is clean 

and fresh  

  

Mrs. Rohayati (35 yrs) has enjoyed direct flow of clean water 

to her house for about a year. Living in Kampung Cipatat - 

Pasanggrahan, Cisalak, Subang,  Rohayati is one of the 

citizen who received benefit from AQUA clean water project. 

The mother of three children said that now she can directly 

get the water in her house. Things have certainly improved 

compared to a few years back.  

Before the clean water project started, Rohayati and her 

family were accustomed to use muddy water from rice field 

near her house to bath. While, to drink and cook she had to 

take water from a spring which located 1 km away by 

walking or using ojek service with the cost of Rp. 5,000 to 

carry one large can and Rp. 2,000 to carry one small can. 

The wife of Mr. Unang (38 yrs), had to spend up to Rp. 8,000 daily to get clean water.  

Now, Mrs Rohayati’s family only need to spend Rp. 8,500 – Rp. 11,500 monthly, to use 

average of 10 m3 clean water. According to her, this improvement has helped to lower 

her monthly household expenditures.  

Further, according to her, the clean water management in her village has worked well 

allowing the water to flow smoothly to her house. Should there is any repair or 

maintenance to the clean water distribution system, the management committee will 

informed her in advance thus allowing her to stock clean water in her house.  

The clean water project in Cipatat Village was a 

part of efforts to increase access to clean water in 

three villages around Pasanggrahan area. Other 

villages included are: Cikaret and Cipondoh. Clean 

water system in the three villages in total served 

253 households or 859 people. The project started 

in 2010 and was completed in 2011. The three 

villages were selected based on size of needs for 

access to clean water for daily activities.  

Throughout the preparation and implementation of 
the project, the community was accompanied by 
Pesat Organization; a social organization 
specialized in community building. The project 
adopted participatory approach, where community 
actively involved in all activities. As an illustration, 

Mr. Sowa, head of RW 01 Cipatat, 

Pasanggrahan village, in front of a 

water tank in his village. He leads his 

community to work together with AQUA 

in building the Cipatat Village clean 

water system. 

Mrs. Rohayati, stands near 

the water gauge on the side 

of her house, now she is 

able to ejoy clean and fresh 

water flowing to her house  
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Mrs. Rohayati stated that she and her colleagues helped out the construction process by 
carrying sands and cleaning up the road after the pipeline was excavated. Mr. Unang, 
who worked daily as a driver, also supported the construction of water tank and 
installation of distribution pipe. In addition to her involvement in the construction of clean 
water infrastructure, Mrs. Rohayati also participated in the Clean and Healthy Lifestyle 
Training (Perilaku Hidup Bersih Sehat/PHBS). The training teaches her and other 
women in the village various things related to clean and healthy lifestyle.  The most 
memorable lesson for her was the food and beverages preparation.  
 
The clean water system built in Cipatat Village a combination of pumps and gravity 
force. Source of water came an upstream small river which later circulated to the tank 
below Cipatat Village. From this tank, the water being pump into another water tank 
located at the highest part of Cipatat Village, then passes through all houses via a 
distribution pipe. A water gauge is used to determine the amount of water consumed by 
the household.  

 
The Clean Water Management System Committee, which consists of leaders and 

members of the community, was established prior to the construction. The Committee 

involved in the preparation, construction and continuation of the project. The committee 

also received technical training and organizational management from Pesat Foundation, 

to ensure sustainability.  

Overall, AQUA have implemented project on access to clean water, sanitation and 
hygiene in 10 districts since 2007 and have benefited more than 70,000 people. For the 
future, AQUA will developed this program further in order to make more housewife, like 
Mrs. Rohayati, says “now just turn the faucet for clean and fresh water”.  
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