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• Why Indonesia
• How to set up a business in Indonesia as a Foreign 

Direct Investment (FDI)
• Industries permitted for FDI company in Indonesia
• General overview of tax and the mandatory social 

security in Indonesia
• Where to start a business in Indonesia 

2



Why Invest in Indonesia?
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Facts and Figures why Invest in Indonesia?
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10th the world’s 10th largest 
economy in terms of 
purchasing power parity

GDP of more than $1 Trillion

The only ASEAN member in 
the G20

4th most populous country 
in the world

Rich Natural Resources

Demographic Bonus Era in 
2020 -2035
44% of Indonesians are aged 
under 25

Population of 260 million, 
with more than 50% of the 
population reside in Java

The largest economy in 
Southeast Asia

Progressive achievement for 
the Ease of Doing Business 
rank, in 2020 ranked 73th



Top 5 Sectors Receiving Investment Top 5 Countries Investing in Indonesia
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Top 5 GLOBAL Import & Export Partners (US$ Billion)
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Top 5 Imports by product Top 5 Exports by product
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How to Set up a Business in 
Indonesia as a Foreign Direct 
Investment (FDI)?
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Entities 
Eligible for 
Business 
Licensing 
Process in 
Indonesia
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Legal Entity Foreign Limited Liability Company 
(Perseroan Terbatas Penanaman Modal Asing)

Foreign Foundation

Representative 
Office

General Representative Office (KPPA)

Foreign Trade Representative Office (KP3A)

Foreign Construction Representative Office (BUJKA)

Representative Office of Foreign Electric Power Support Services

Foreign Legal 
Entity
(who conduct 
business 
activities in 
Indonesia)

Franchisers

Foreign Electronic System Operator for Private Sector

Permanent Establishment (including oil and gas sector)
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GENERAL 
REPRESENTATIVE OFFICE

(KPPA)

FOREIGN LIMITED LIABILITY COMPANY
(PERSEROAN TERBATAS PENANAMAN 

MODAL ASING/PT PMA)

A representative office (RO) is an office liaised by the 
parent company which is located outside of 

Indonesia. 

PMA is a legal entity under Indonesian Law which 
allows foreign investors to invest in the company to 

conduct the business to generate revenue in 
Indonesia.



Corporate Establishment 
Options 

General Representative Office
(KPPA)

Foreign Limited Liability Company
(PT PMA)

Setup timeline 2 ~ 4 weeks 3 ~ 4 weeks

What I can use it for Market research and scouting for 
business No limitation of business conduct

Suitable for
Liaison activities with HQ, 3 years 
and can be extended two times 

with one year each

Full or partial ownership, allowed to operate 
without any limitation of time otherwise 

regulated within the deed of establishment

Restrictions No income-generating activities Some sectors are still closed or limited 

Minimum capital none

Minimum authorized capital above 10 B IDR 
(approx. 720k USD/570k EUR)

Minimum paid-up capital above 10 B IDR 
(approx. 720k USD/570k EUR)

Pros Limited activities but no capital 
requirements Full ownership

Cons Time-based SME-prohibitive capital requirements
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What are the 
advantages of a 

PT PMA?
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• Special financial and non-financial incentives, 
particularly in pioneer industries;

• Incentives for setting up in special economic 
zones (SEZs);

• Foreign investors can own as little as one 
percent and as much as 100 percent of the 
company (depending on the industry);

• Able to participate in government-sponsored 
business tenders in the country;

• Ease of processing for business licenses;
• Ease of processing for work permits;
• Lower tax and import duties;

• Simple organization structure (requiring only 
one director, one commissioner, and two 
shareholders); and

• Ability to sponsor foreign executives.

12



“I am interested 
to do business 

and set up a PT 
PMA in 

Indonesia, what 
should I prepare 

first?

w
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A minimum of 2 shareholders 
(individual and/or entity)

Minimum 1 Director and 1 Commissioner

Minimum authorized Capital and Paid-up capital 
requirement is IDR 10 billion

Business Address in Indonesia

Business activity based on the Indonesian Standard 
Industrial Classification (Klasifikasi Baku Lapangan

Usaha Indonesia/ “KBLI”).

Company name consist of 3 words
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What is the next step after 
I prepare the requirements above?

7  Working Days

• Establish a legal
entity with the
company’s activities
stated in the Deed of
Establishment (this
must be done with a
local notary and the
Deed of
Establishment will
have to be ratified by
the Ministry of Law
and Human Rights)

2 Working Days

• Obtain a taxpayer
identification number
from the local tax
office and domicile
letter from the district
government
(businesses
establishing in
Jakarta do not require
a domicile letter);

1 Working Day

• Obtain a Business
Identification Number
(NIB) by applying
through the Online
Single Submission
(OSS) system. The
NIB applies as the
company’s import
identification number,
customs ID, and
registration
certificate. Further,
the NIB will also
automatically register
your company under
the government’s
health and social
security scheme;

7 Working Days

• Obtain a tax
registration certificate
through the tax office
where the business is
domiciled

• Can be done in
parallel after the
Company has
obtaining its NIB &
Tax ID

Vary 
(depending on the 

business license type)

• Some companies
may need to apply for
additional business
licenses (such as for
mining and fintech).
Business licenses will
now be issued based
on the assessment of
‘business risk level’
determined by the
scale of hazards a
business can
potentially create.
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Industries Permitted for Foreign 
Direct Investment (FDI) 
in Indonesia
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IDENTIFY THE 
INDUSTRIAL 
CLASSIFICATION 
BUSINESS CODE

(Klasifikasi Baku 
Lapangan Usaha 
Indonesia/KBLI)

Identify the most relevant Industrial Business Classification
Code (KBLI) for your intended business activities in
Indonesia, the information regarding the KBLI code can be
accessed through:
https://oss.go.id/portal/referensi/content/list_kbli

Once the KBLI Code has been successfully identified,
company should first check whether the chosen KBLI Code is
open 100% for foreign capital ownership or should it subject
to certain restriction/requirements under the new Positive
Investment List.

The KBLI Code will also be used to assess the risk
level of such business activities and will affect the
business licensing process.
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What is KBLI Code?
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KBLI Code, consists of 5 digits
Business activities that can be conducted under such KBLI Code



Negative Investment List vs. Positive Investment List
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Source: Kementerian Investasi/BKPM



List of Closed Business Activities

Source: Kementerian Investasi/BKPM
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New Category: Priority Business Activities
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Source: Kementerian Investasi/BKPM



Business Activities Allocated to, or Requiring Partnership with, Cooperatives 
and MSMEs

Source: Kementerian Investasi/BKPM
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Business Activities with Certain Requirements
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Source: Kementerian Investasi/BKPM



Business 
Activities 

Reserved for 
Domestic 

Capital
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Examples of Business Activities Open with Certain Requirements
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For the full list of business 
activities open with certain 

requirements, you may access 
our publication through the 

following link:

https://www.aseanbriefing.com/
news/indonesias-omnibus-law-
the-positive-investment-list-and-

the-liberalization-of-business-
sectors/



Risk Level and 
Licensing Requirements
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Assessment 
of potential 

hazards

Hazard level 
assessment

Identification 
of business 

activities

Determination 
of risk level 

and business 
scale rating

Determination 
of the 

business 
licensing type
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FACTORS ASSESSED BY THE CENTRAL GOVERNMENT IN DETERMINING THE RISK LEVEL



LICENSING REQUIREMENTS BASED ON THE RISK LEVEL
Low Risk

• Business Identification
Number (NIB) for operational
and commercial activities.

• NIB also serves as: Importer
Identification Number,
Customs Access Right, Halal
Guarantee Statement (only
for low-risk small and medium
enterprises), Environmental
Management and Monitoring
Capability Statement Letter
(for low-risk only).

• Example: wholesale
distributor

Medium-low Risk

• Shall obtain a NIB and
Standard Certificate before
commencing the business
operation.

• Standard Certificate is a
statement and/or evidence of
the fulfilment of certain
business implementation
standard.

• For medium-low risk
business, the Standard
Certificate is in the form of a
self-statement.

• Example: Consulting activity
and the design of Internet of
things

Medium-high Risk

• Shall obtain a NIB and an 
unverified Standard 
Certificate before 
commencing the business’ 
preparation stage. 

• The Government Agency will 
verify the Standard 
Certificate, whether the 
business has fulfilled specific 
business standards.

• After a verified Standard 
Certificate is issued, the 
business is allowed to 
commence its 
operation/commercial 
activities.

• Example: Freight forwarding, 
building construction

High-Risk

• NIB for preparation stage.
• Licenses, in the form of

approval by the Central or
Regional Government for the
implementation of business
activities.

• The license will be issued
after the satisfaction of all
requirements for the relevant
business activities has been
verified (e.g. Environmental
Impact Analysis – AMDAL),
and thus may commence its
operational and commercial
activities.

• Please note that for some
business activities, a
Standard Certificate may also
be required

• Example: web portal/e-
commerce platform operator
for large business scale
(minimum authorized capital
IDR 10 B/USD 720,000),
private hospitals
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Note: the categorization of business and its risk level are listed under annexes of GR 5/2021



• Land acquisition
• Building construction (after the environmental license has been issued)
• Procurement of tools or facilities
• Recruitment of manpower
• Fulfilment of business standards
• Conducting feasibility studies
• Financing operations during the construction phase

Preparation Stage

• Production/provision of goods/services
• Logistics and distribution of goods/services
• Marketing of goods/services
• Other operational and commercial stage activities

Operational & 
Commercial Stages
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General overview of tax and the 
mandatory social security in 
Indonesia
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Indonesia’s Major Taxes
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Corporate Income Tax (CIT)
• 2022 : 22%

Value-added Tax (VAT)
• As of April 2022: 11%, imposed on most manufacturers, retailers, wholesalers & importers

Personal Income Tax (PIT)
• Applies on worldwide income of Indonesian tax residents
• Non-resident taxpayer is liable for income earned in Indonesia

E-commerce Tax
• Applies to international and domestic entities engaging in e-commerce activities
• Foreign e-commerce businesses or internet companies having significant presence in Indonesia 

is deemed as an Indonesia tax residence



Social Security (BPJS) Contribution Rates
(Mandatory)
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BPJS Contribution Rates
Employer Employee

BPJS Employment – Death 0.3% /

BPJS Employment – Accident 0.24 – 1.74% (depending on the 
industries and risk level)

/

BPJS Employment – Retirement 3.7% 2%

BPJS Employment – Pension 
(Maximum threshold is IDR 9,077,600 
(USD 634), since March 2022)

2% 1%

BPJS Health (Maximum threshold is 
IDR 12,000,000 (USD 840)

4% 1%
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Where to 
start 

a business 
in Indonesia?
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Human Resource Infrastructure Real Estate

Supplier and
Customer Market

Cost

Living Environment Legal & Regulatory
Environment

Operating 
Environment

Location
Factors

Locations Factors
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Special Economic Zone

There are 15 regions that are 
registered as SEZs, which are:

• SEZ Tanjung Lesung
• SEZ Morotai
• SEZ Mandalika
• SEZ Kendal
• Etc

Free Trade Zone

There are 4 Free Trade 
Zone Regions in Indonesia, 
which are:

• Bintan
• Batam
• Sabang
• Karimun
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Fiscal and Non-Fiscal Incentives for SEZ

Fiscal Incentives
• Income Tax Facilities
• Value-added Tax Facilities
• Import tax and customs facilities 
• Regional taxes

Non-Fiscal Incentives
• The ease of getting license
• Special regulation for employment 
• Immigration facilities
• Infrastructure facilities
• Environment 
• Many more



Tax Holiday
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Tax Allowance
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Contact us
indonesia@dezshira.com

tsamaratul.qolbi@dezshira.com

Please feel free to drop us a message if you wish to have 
a free consultation regarding your expansion plan into 

Indonesia, and need help to determine the KBLI Code for 
your intended business activities. 

mailto:indonesi@dezshira.com
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