
Information 
Communication 
Technology 

Indicator 2015 Source

Total size of sector ($) $30.4 billion BPS

Share of sector in the economy (% GDP) 3.8% BPS

Sector ranking in the Indonesian economy 7th largest BPS

CAGR 2010-14 (%) 2.5% BPS

YoY sector growth 2014-15 (%) -2.4% BPS

Largest company in sector PT. Telkom Indonesia AmCham 

Largest US company in sector Microsoft*** AmCham 

Size of US companies in sector ($) $1.0 billion BEA**

% share of US companies in sector 3.4% BEA**

Domestic sales by US companies in sector ($) $193.9 million BEA**

FDI (realized) by US companies in sector ($) (BEA version) $73.0 million BEA**

GoI revenue by US companies in sector ($) $17.7 million BEA

Exports of US companies in sector ($) $623.2 million US Census

Imports of US companies in sector ($) $103.0 million US Census 

Total workforce in the sector 5,106,800 BPS

Total workforce in the sector employed in US companies 4,100 BEA*

% employment of sector in total Indonesian workforce 4.4% BPS

% of workforce in the sector employed by US companies 0.1% BEA*

S 6

NOTE *2013, AS NO BEA DATA FOR 2014-15. ** BEA DATA FOR 2014. *** WHILE HEWLETT PACKARD HAS A LARGER OPERATIONAL OFFICE 

AND PRESENCE IN INDONESIA, DESPITE THE MODEST SIZE OF ITS OFFICE HERE MICROSOFT HAS GREATER TURNOVER DUE TO THE LARGER 

MULTIPLIER EFFECT CREATED BY ITS SOFTWARE SALES.  

BPS BADAN PUSAT STATISTIK / STATISTICS INDONESIA

BEA BUREAU OF ECONOMIC ANALYSIS, US DEPARTMENT OF COMMERCE

TABLE 8.6
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Sector Overview  

Indonesia has been the largest spender 

on ICT in Southeast Asia since 2011, 

with a total of about $13 billion in 

2015. Telecommunications accounts 

for the largest share, at about 25 

percent since 2011, with more than 

a 100-percent penetration rate. The 

public sector is a major consumer of 

ICT, accounting for about 10 percent 

of spending in Indonesia, with major 

infrastructures initiatives including the 

Palapa Ring Project (2016-19) and the 

ongoing National Broadband  

Plan (2015-19).

Not everyone is rushing online, 

however, with SMEs showing a slow 

take-up in utilization of ICT; 36 percent 

were still offline and 37 percent had 

only basic digital access in 2015. 

Meanwhile, Indonesia is a net importer 

of ICT services, at $480 million in 2014. 

This is due to a combination of a limited 

domestic labor force and regulatory 

barriers related to investment, 

localization and data flows, that raise 

costs and keep the country from 

becoming a regional ICT hub. Despite 

these constraints, however, several 

large-scale IT outsourcing suppliers are 

present in the country, such as Hewlett 

Packard, IBM and others. 

Some ICT services are procured 

cross-border, for example IT help-

desk services, conferencing tools, 

enterprise resource planning (ERP) 

software, and managed infrastructure 

services. With the exception of the 

government sector and companies 

in manufacturing, transportation and 

education, which prefer to use their 

own staff, most other companies in 

Indonesia tend to outsource (up to 

90 percent) of their IT functions. 

Large multi-national companies in 

Indonesia are the main buyers of cross-

border services due to existing global 

agreements with vendors, although 

local teams working for these providers 

usually support implementation. 

Another important and rapidly 

growing segment is e-commerce. 

The government’s recent move to 

relax foreign ownership rules for 

e-commerce businesses in Indonesia 

has been warmly welcomed and 

has given rise to expectations that 

the country’s major e-commerce 

companies, including foreign players, 

may seek listings on the Indonesia 

Stock Exchange as a way of boosting 

public confidence and involvement in 

the sector. With the recent openness, 

e-commerce is expected to grow 

from $18 billion in 2015, to $25 billion 

this year and then to $130 billion 

in 2017.27 However, one continuity 

uncertainty is that the industry is 

regulated by two ministries: “online 

retail” by the Ministry of Trade 

and “online marketplace” by the 

27 Bisnis Indonesia in http://www.indonesia-
investments.com/id/news/todays-headlines/e-
commerce-in-indonesia-open-to-foreign-
investment-ipos-welcomed/item6539
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Ministry of Communications and 

Information Technology, despite the 

two e-commerce spaces being almost 

indistinguishable. 

There are several concerns currently 

holding ICT back. In order to address 

these issues it will be important for 

Indonesia to move towards a more 

competitive domestic environment, 

together with the liberalization of 

cross-border ICT services and  

data flows. 

One issue is Government Regulation 

(PP) No. 82/2012, which requires ICT 

operators providing public services 

to set up data centers and disaster 

recovery centers in Indonesia. The 

term “public services” is vaguely 

defined and has caused confusion and 

led to many companies shunning the 

adoption of cross-border ICT services 

to avoid potentially violating the 

regulation. This has meant that while, 

on average, companies in Indonesia 

spend 1.85 percent of their revenue 

on ICT, only about 15 percent of this is 

spent on cross-border services, even 

though these are often more cost-

effective and technically advanced. 

The biggest impact is felt by companies 

in financial services, oil and gas, 

and the public sector. While already 

issued, the regulation has yet to be 

enforced, although enforcement is due 

to start in August 2016. Those who 

fear that forced localization of data 

centers will raise costs and damage 

competitiveness hope the regulation 

can be revised to heed industry 

concerns and define terms more clearly 

to avoid further uncertainty. 

There are also misperceptions in 

Indonesia that cross-border ICT 

services are more costly than domestic 

alternatives, and that there are major 

security concerns related to cross-

border services. Compliance with on-

shore data center requirements will add 

to costs and will not guarantee higher 

data security. In fact, storing data in 

Indonesia may entail higher risks. The 

Coordinating Minister for Political, 

Legal and Security Affairs has said 

Indonesia faces over 50,000 cyber-

attacks daily and is the most targeted 

nation in the region after Vietnam.  In 

addition, broadband infrastructure 

in Indonesia still suffers from limited 

bandwidth, international connectivity 

and domestic availability. 

Another major issue is local content 

requirements. In such a fast-

moving and globalized industry, 

imposing rigid local content quotas is 

counterproductive: not only does it 

encourage ICT manufacturers to move 

The Coordinating Minister 
for Political, Legal and 
Security Affairs has said 
Indonesia faces over 50,000 
cyber-attacks daily and is 
the most targeted nation in 
the region after Vietnam.
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While Indonesia has huge potential 
to become an attractive global ICT 
service hub, the issues mentioned 
above - poor infrastructure, regulatory 
restrictions and data on-shoring, 
together with a shortage of skilled 
local manpower - hold the sector back 
from having an enormous impact 
across the entire economy.

elsewhere (there is evidence of several 

US companies operating in Indonesia, 

opting to manufacture in Vietnam due 

to the local content rules in Indonesia), 

but it also fails to take into account the 

huge potential multiplier effects  

of looking beyond the fixation  

on local content.   

Indonesia’s ICT infrastructure will 

need to be expanded and improved if 

it is to keep up with rapidly growing 

demand. It will be crucial for the 

government to ensure that the national 

Broadband Plan 2015-2019 is rolled 

out without delay. One problem 

is the lack of widespread stable 

electricity supply, which slows down 

broadband adoption. The World Bank 

has calculated that Indonesia’s fixed 

broadband subscription rate in 2014 

was only 1.2 percent. In addition, 

Indonesia was ranked 12 out of 14 Asia 

Pacific countries in 2014 in terms of 

cloud readiness.28 In the absence of 

reasonably high bandwidth, stable 

internet connections and good 

submarine cable systems, the benefits 

of cross-border ICT services will be 

limited and hinder adoption. 

One other issue concerns Over-The-

Top (OTT) operators in Indonesia, 

which comprise social media and 

app-based service providers such 

as Facebook, Google, Uber, Twitter, 

Instagram, etc. Efforts are currently 

afoot to require such foreign operators 

to establish formal businesses in 

Indonesia, if they have not done so 

already, with a view to charging VAT on 

sales. Such a move is not necessarily 

opposed by the industry but the details 

are unclear. Also of great concern 

is the risk of censorship on content 

should companies set up shop in the 

country. This would set off alarm bells.  

Finally, while SMEs are a major 

contributor towards the Indonesian 

economy, ICT adoption rates in SMEs 

are low due to lack of awareness. This 

can be corrected through workshops, 

conferences and networking events.  

While Indonesia has huge potential 

to become an attractive global ICT 

service hub, the issues mentioned 

above - poor infrastructure, regulatory 

restrictions and data on-shoring, 

together with a shortage of skilled local 

manpower - hold the sector back from 

having an enormous impact across the 

entire economy.  

28  Asia Cloud Computing Association. 2014. The Asia Clud Computing Association's Cloud Readiness Index 2014.
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The Role of US Companies in the  

ICT Sector  

While the size of the US-company 

presence in the ICT sector in Indonesia 

is modest, at just 3.4 percent, with 

total US economic activities of $1 

billion in 2015, a wide range of US 

companies are operating in Indonesia. 

These include well-known names such 

as: Accenture, Apple, Cisco, Google, 

HP, IBM, Microsoft, Oracle, Motorola, 

Dell and Uber. These companies have 

helped Indonesia by introducing the 

very latest technology and aiding the 

multiplier effect across other sectors. 

In addition, the presence of Google 

has dramatically changed the way 

in which Indonesian students now 

learn, Uber has introduced new ways 

of commuting and urban travel, and 

Microsoft has revolutionized the  

office environment.  

While investments in the sector by US 

companies remain relatively modest, 

Indonesia’s rapidly developing ICT 

sector holds vast potential for future 

investments as long as the sector is 

properly regulated by the government. 

The concern, however, is that the 

government’s  somewhat overweening 

ambition to force greater investment 

into the sector – especially in hardware 

and factories -- could easily backfire, 

resulting in US and other tech 

companies pulling out of Indonesia. 

The government’s ambitions for the 

sector demonstrate clearly however, 

that Indonesia no longer wants to 

be treated as simply a market. As 

such, US tech companies should rise 

to the challenge of finding creative 

partnerships with government and 

actively assisting the government in 

regulating the sector. Companies must 

look at serious investment initiatives in 

Indonesia should they wish to continue 

to operate in the longer term. Big 

names such as Apple are looking to 

invest in research and development 

facilities in Indonesia, consistent with 

other global initiatives. 
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+ The government 

should continue 

to discuss with 

stakeholders the issues 

surrounding Government 

Regulation (PP) No. 

82/2012 on data 

localization with a view 

to revising the regulation 

to make it clearer and 

less restrictive.  

+ Indonesia could 

consider using a well-

recognized international 

standard such as ISO 

27018, which protects 

all personally identifiable 

information on the 

public cloud. This should 

go hand in hand with 

efforts to educate local 

companies about the 

standard in order to 

address misconceptions 

about cross-border data 

transfer and storage. 

By adopting such a 

standard, Indonesia will 

be a more attractive 

destination for cross-

border ICT services.  

+ Indonesia could also 

consider ensuring 

cross-border data 

security by adopting 

cloud security gateways 

such as tokenization, 

which replaces sensitive 

information with 

surrogate values in a 

“token.” Only tokens 

are transferred when 

there is a need to do 

so, while the original 

information is retained 

by the company, 

which has access to 

the cloud security 

gateway that returns 

original information 

from the token. If a 

cross-border service 

provider’s systems 

are compromised by 

hackers, only the useless 

tokens are stolen. 

+ The government’s 

SME Indonesia Bisa 

(SIB) initiative, launched 

in 2013 and intended 

to raise ICT awareness 

in SMEs, should be 

extended and improved. 

+ OTT services are 

inherently global. Any 

attempts to localize OTT 

could result in Indonesia 

becoming alienated 

from advancements in 

global technology and 

information. Requiring 

OTT services to have 

some “local presence” 

is plausible, but in order 

to do so the government 

must first develop a 

complete understanding 

of the sector. The 

government should 

actively consult with 

industry in preparing 

regulations and keep in 

mind that no country 

in the world (including 

the US) has succeeded 

in fully defining the ICT 

sector.

+ E-commerce is also 

global and attempts to 

localize e-commerce will 

only exclude Indonesia 

from global trade. Tough 

restrictions may result 

in foreign companies 

hesitating to invest 

and Indonesian traders’ 

losing access to the 

global market. While still 

upholding principles such 

as consumer protection 

and taxation, the 

government might focus 

on building e-commerce 

infrastructure, 

such as payment 

systems, logistics and 

delivery services. The 

government might also 

consider educating 

traditional SMEs in the 

use of digital marketing. 

Finally, as with OTT, 

the government should 

avoid attempting to 

draft any e-commerce 

related regulations alone, 

but instead should work 

closely with industry 

players and draw on their 

expertise.

+ While requiring a 

certain degree of local 

content is desirable, 

Indonesia needs to 

move up the value chain 

rather than becoming 

overly obsessed by 

local content in the 

traditional manufacturing 

sense. Rather than 

imposing tough local 

content requirements, 

the government should 

consider providing 

incentives for companies 

willing to invest in 

Indonesia. Options 

for investing should 

also be more flexible 

and better adapted to 

business needs and 

the country’s industrial 

capability. Requiring 

companies to have some 

local content is not 

necessarily opposed by 

US companies, but the 

government should be 

more flexible.

Ideas for Incentivizing Growth 

in the ICT Sector 
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