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Overview

Indonesia is a Southeast Asian island na-
tion located between the Indian Ocean and
Pacific Ocean. Comprised of over 13,000 is-
lands, Indonesia is the world’s largest ar-
chipelago and home to 250 million people.
The country boasts an impressive 5% GDP
growth rate and is the 10th largest econ-
omy in the world in terms of purchasing
power parity.

While recent urbanization and industri-
alization has spurred economic growth
and the rise of a middle income class, eco-
nomic inequality and regional disparities
remain.Z Almost half the population (46%
in 2010) survive on less than $3.1 per day.#
Over 100 million people in Indonesia lack
access to safe water, and approximately 50
million people do not have access to elec-
tricity.” The industrial sector accounts for
almost half of the total GDP, followed by
services (40%). Although the agricultural
sector only contributes 15% to Indonesia’s
GDP, the sector remains a significant em-
ployer (39% of the labor force).®

www.worldbank.org/en/country/indonesia/overview
www.dataworldbank.org/country/indonesia
www.adb.org/sites/default/files/related/32751/INO%20-%20IB.pdf

www.energypedia.info/wiki/Indonesia_Energy_Situation#Energy_
Situation

www.cia.gov/library/publications/the-world-factbook/geos/id.-html

o ww NS

www.indonesia-investments.com/projects/government-develop-
ment-plans/masterplan-for-acceleration-and-expansion-of-indone-
sias-economic-development-mp3ei/item306

Percentage of people living at less than
USD 1,90 and USD 3,10 (PPP)

<USS$ 1,90
15.9%

Data source: World Bank 2010 (http://wdiworldbank.org/table/2.8)

The government has committed to increas-
ing Indonesians’ living standards and cata-
lyzing further economic growth through
the Master Plan for Acceleration and Ex-
pansion on Indonesia’s Economic Develop-
ment (MP3EIl). Launched in 2011, the MP3EI
targets economic growth in the eight core
sectors of agriculture, mining, energy, in-
dustry, marine, tourism, telecommunica-
tion and the development of strategic ar-
eas. The central government implements
the MP3El in collaboration with local gov-
ernment, state-owned enterprises and the
private sector.é

Inclusive businesses can benefit from In-
donesia’s vibrant corporate social respon-
sibility culture, a growing middle-class
market segment, the abundance of natural
resources, strong economic growth and
investment, relative political stability and
the governments ambition for a more in-
clusive development of the economy:.

http://dataworldbank.org/country/indonesia (accessed: 29.01.2016)
http://wdiworldbank.org/table/2.8 (accessed: 01.02.2016)

http;//dataworldbank.org/indicator/NY.GDP.PCAP.CD/
countriesedisplay=default (accessed: 29.01.2016)

/¢ http;//dataworldbank org/indicator/SLUEMTOTLZS (accessed
29.01.2016)
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/¢ https//www.cia.gov/library/publications/the-world-factbook/
rankorder/2172rank html (accessed: 29.01.2016)

/2 httpy//hdrundp.org/en/composite/HDI (accessed: 29.01.2016)
/Zz https//www.transparency.org/cpi2014/results (accessed: 29.01.2016)

Household expenditures per month
in%

49,45 - Food

Market Data ff

Population
254.5 million 7

Population living on
less than $1.90/day
15.9% (2010) ¢

Population living on
less than $3.10/day
46.3% (2010) ¢

GDP (nominal)
$888.5 billion 7

Average GDP growth per year,
2000-2014
5.0% 7
GDP/ per capita (PPP)
$3,492"
Unemployment rate
(of total labor force) o

6.2

Giniranking
80/ 141 (2009)

HDI ranking
110/188%

CPlranking
107/174 "%

(All data for 2014

unless otherwise noted /
all sin purchasing
power parity)

-19,91 - Housing and Household Facility
------------------------- 17,92 - Goods & Services
.~ 7,52 - Durable goods

2,02 - Clothing, footwear & headgear

------- 1,65 - Taxes & insurance

J— 1,53 - Ceremonies & Parties

Data source: BPS/ Indonesian Central Agency on Statistics 2011 (http://www.bps.go.id/linkTabelStatis/view/

id/937)
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” Examples

IBEKA is a social enterprise constructing
community energy projects throughout
Indonesia. IBEKA develops off-grid electri-
cal schemes in remote areas and installs in-
come-generating hydro schemes for on-grid
communities. The finished infrastructure is
owned and managed by the local commu-
nities. To date, IBEKA has installed 61 hydro
schemes, reaching 54,000 beneficiaries and
saving 7,400 tons of CO, per year.

Bina Swadaya is a community develop-
ment agency that empowers the rural poor
through microfinancing, agribusiness, com-
munication, alternative tourism, printing
services and self-reliance training centers.
Bina Swadaya reinvests 25% of its profits in
civil society empowerment programs.
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Kopernik is a non-profit organization that
sells basic technology items. Kopernik com-
bines business and philanthropy into an in-
novative model: the NGO utilizes donations
to pay upfront costs of purchasing and ship-
ping items, then creates microbusiness op-
portunities in remote communities through
local partners. To date, the organization has
served about 300,000 people in 24 countries.

RUMA is a technology-based social enter-
prise, focused on improving the quality of
life of Indonesia’s poor through ICT kiosk
business models. Established in 2009, the en-
terprise empowers micro-entrepreneurs to
start their own kiosks by providing training,
mentoring and pre-packed kits with mobile
technology and marketing materials. Of RU-
MA’s current micro-entrepreneurs, over 85%
are women living below the poverty line.

” Trends

How is society going to
develop?

With the country’s burgeon-
ing population, extensive
natural resources and greater
democratization, Indonesia is
well positioned for sustained
growth. However, develop-
ment strategies of the past
widened economic inequality
and regional disparity in the
country. Inclusive develop-
mentis essential to address
the widespread social exclu-
sion and poverty.

Which sectors currently
offer the greatest
opportunities?

The Asian Development

Bank identified nine priority
sectors for inclusive business
developmentin Indonesia.
Fast growing sectors include:
agriculture, manufacturing,
retail and consumer goods,
housing materials, renewable
energy, pharmaceuticals, tour-
ism, education and trainings
and financial services.

Is support from the
government likely to
change?

Elected in 2014, President
Joko Widodo is a champion

of the idea that development
starts from villages and the
peripheries. He removed fuel
subsidies and channeled the
additional earnings into social
protection, health insurance,
education subsidies and rural
development—providing
necessary benefits to margin-
alized groups in Indonesian
society. Increasing support for
inclusive and green economic
growth seems likely.

What are future risks?

Corruption, lack of qual-

ity infrastructure, natural
disasters, ethnic tensions,
religious violence and cases
of inefficient governance are
key investment challenges
for Indonesia. The Asian
Development Bank considers
that access to capital, high
input costs and a poor busi-
ness climate and regulatory
environment are the biggest
barriers to growth forinclu-
sive business models.



