
Pharmaceuticals, 
Healthcare & Life 
Sciences  

Indicator 2015 Source

Total size of sector ($) $9.2 billion BPS

Share of sector in the economy (% GDP) 1.2% BPS

Sector ranking in the Indonesian economy 9th largest BPS

CAGR 2010-14 (%) 10.2% BPS

YoY sector growth 2014-15 (%) 0.2% BPS

Largest company in sector Kalbe Farma AmCham 

Largest US company in sector Pfizer AmCham 

Size of US companies in sector ($) $265.6 million BEA*

% share of US companies in sector 3.1% BEA*

Exports of US companies in sector ($) $172 million US Census

Imports of US companies in sector ($) $93.4 million US Census 

FDI (realized) by US companies in sector ($) $322.8 million BI

GoI revenue from US companies in sector ($) $1.1 billion BEA**

Exports of US companies in sector ($) $713 million US Census 

Imports of US companies in sector ($) $22.1 million US Census 

S 9

NOTE *BEA DATA FOR 2014.

BPS BADAN PUSAT STATISTIK / STATISTICS INDONESIA

BEA BUREAU OF ECONOMIC ANALYSIS, US DEPARTMENT OF COMMERCE
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Sector Overview  

For the first time, this year’s AmCham 

Investment Report includes a chapter 

on pharmaceuticals, healthcare and 

life sciences. Life sciences companies 

are defined as those operating in three 

medical-related business activities: 

manufacturing, wholesale distribution 

and research and development, and 

overlaps to a large degree with the 

pharmaceuticals sector. 

Indonesia’s pharmaceuticals, healthcare 

and life sciences sector is still relatively 

minor compared with other countries 

in the region and Indonesia has 

consistently spent less than all its 

ASEAN peers (with the exceptions 

of Lao PDR, Myanmar and Brunei) on 

public health. As a result, low per capita 

incomes, subsidies, and low penetration 

and access to healthcare have kept 

spending low. Indonesia has lower 

numbers of hospital beds, doctors, 

nurses and midwives per 1,000 people 

than most of its ASEAN peers, and also 

still has a maternal mortality rate that is 

among the highest in the world.44 

The International Pharmaceutical 

Manufacturers Group (IPMG) in 

Indonesia represents 34 international 

pharmaceutical companies in Indonesia. 

IPMG members have invested over $1 

billion in large capital investment and 

clinical research in Indonesia in recent 

years. Member companies, including 

US companies, generate annual sales of 

roughly $1.0 billion from an estimated 

total market of $3.0 to $3.5 billion, 

representing only one third of the 

market. Furthermore, this market share 

has been eroded from about half over 

the past decade, proof that Indonesia 

is a challenging environment for 

international pharmaceutical companies.

However, the sector is now in transition 

and could offer better prospects 

for expansion in the coming years, 

driven by the roll-out of the universal 

healthcare program to the entire 

population by 2019, through the new 

Social Security Agency (BPJS) and 

national health insurance (JKN). Touted 

as the largest health insurance system 

in the world, the JKN will not only 

cover all Indonesians, but also cover 

foreigners who have worked in the 

country for a minimum of 6 months. 

Private companies in the sector are 

well placed to fill the gap in Indonesia’s 

medical system, which continues to 

suffer from an uneven distribution of 

resources. Pharmaceutical companies 

have the potential to increase market 

share by facilitating a shift in patient 

flows away from public hospitals - likely 

to become overloaded with demand 

created by the JKN - towards private 

hospitals. At the same time, with a 

supply of new hospitals coming online, 

private sector healthcare companies 

can try to capture the trust of middle- 

44 EY. 2015. Ripe for investment: the Indonesian 
health care industry post introduction of universal 
health coverage. 
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to upper-class Indonesians who have 

often chosen to seek quality healthcare 

treatment in Malaysia, Singapore  

and Thailand.    

Government spending accounts for 

about 40 percent of total healthcare 

spending in Indonesia, with the 

remaining 60 percent going to the 

private sector. In the pharmaceutical 

segment, Indonesian companies 

account for about 70 percent of the 

market, while foreign companies 

provide the remaining 30 percent. 

The pharmaceuticals segment was 

worth IDR 77.6 trillion in 2015 ($5.8 

billion) and this is expected to grow to 

IDR 85.6 trillion ($6 billion) in 2016, a 

9.3 percent increase in rupiah terms. 

Meanwhile, the healthcare segment 

accounted for IDR 328.1 trillion in 2015 

($24.5 billion) and is forecast to grow 

by 9.3 percent in rupiah terms in 2016, 

to IDR 358.6 trillion ($25.1 billion).45   

Despite double digit growth over the 

past few years, 2015 proved to be 

a challenging year due to continued 

rupiah depreciation, higher inflation 

putting pressure on margins, and 

slower economic growth. However, 

2016 is expected to see a modest 

recovery on the path back to double-

digit growth, especially as the JKN 

starts to gain traction. Furthermore, 

BPJS, which administers the JKN, 

has realized deficits mainly due to 

higher-than-expected claims of 104 

percent vs. a budget of 90 percent.46 

Given the government’s strong 

support for the JKN scheme, it is 

likely that government spending will 

rise in the coming years, while the 

insurance premiums for BPJS are 

expected to go up this year in order 

to reduce the government’s exposure. 

In addition, the growing middle class 

will support increases in the sector, 

given the expected increase in non-

communicable diseases driven by the 

rather unhealthy lifestyles led by many 

Indonesians. For instance, 67 percent 

of adult Indonesian males smoke. The 

WHO predicts that by 2030, lifestyle-

related diseases will account for 87 

percent of deaths in Indonesia.47 

The potential exists for investors to 

make a major difference in the health 

sector through strategic investments, 

bringing expertise, innovative solutions 

and the foundations of a robust 

healthcare system for the future. 

However, growth and investment 

have been undermined by regulatory 

challenges, long delays in drug 

approvals, the depreciation of the 

rupiah, lack of strong intellectual 

property enforcement, unethical 

practices and pricing controls. 

There are several areas in which 

investors can seek opportunities. 

First, the private sector can help to 

broaden healthcare coverage and 

quality. A major problem in Indonesia 

is the severe lack of qualified medical 

practitioners, especially in rural areas. 

Unfortunately, the government has 

introduced new non-tariff barriers to 

protect the monopoly of local doctors. 

However, Indonesia is likely to open 

medical practice to foreigners as part 

of the implementation of the ASEAN 

Economic Community (AEC). Second, 

while margins are under pressure 

due to low JKN rates that are often 

below cost, many Indonesians using 

the JKN system are confronted with 

lack of choice, long waiting times 

and overcrowding. This provides 

the private sector with an excellent 

opportunity to develop creative, 

flexible and attractive packages 

to attract these patients back into 

private healthcare. For example, some 

operators have developed “tandem” 

hospitals offering both private and 

JKN healthcare, to share equipment, 

facilities and management expertise. 

Third, in addition to the shortage of 

experienced medical personnel, the 

Indonesian healthcare system is also 

short of good management teams. 

Foreign expertise is well placed to add 

value here and increase profitability. 

Lastly, the pharmaceuticals segment 

stands to benefit from the expansion in 

healthcare as up to 50 percent of the 

revenues of hospitals come from the 

sale of medicines to patients, while the 

medical equipment industry can also 

benefit by entering the medium- to low-

end product segments.  

In terms of the biopharmaceutical 

industry, Indonesia could do more 

to encourage the expansion of the 

industry and help make Indonesia a 

hub for research and development on a 

par with Singapore. However, in order 

to achieve this goal, the government 

will need to ensure that the industry 

can operate in an open market and 

is protected with strong intellectual 

property enforcement regulated by an 

45 https://www.giiresearch.com/report/bmi177846-pharmaceutical.html

46 EY. 2015. Ripe for investment: the Indonesian health care industry post introduction of universal health coverage.

47 World Health Organization. 2014. Indonesia Non-Communicable Diseases Profile. 
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