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DISCLAIMER
This publication is for general information purpose only. It does not purport to provide 
comprehensive full legal or other advice. Globalaw Ltd. and the contributors accept no 
responsibility for losses that may arise from reliance upon information contained in this 
publication. This publication is intended to give an indication of legal issues upon which 
you may need advice. Full legal advice should be taken from a qualified professional 
when dealing with specific situations.
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Dear Friends and Colleagues,

It is my great pleasure to welcome you to the 2024 Asia Pacific (APAC) 
Doing Business Guide, which has been written and produced by our 
member firms in the region*. Globalaw is an international network 
of over 80 independent law firms that provides its members with a 
global platform to serve their clients’ legal needs. 

Last produced in 2020, the APAC Doing Business Guide has 
been significantly upgraded this year and now covers a total of 
13 jurisdictions where our members are present. It serves as an 
immediate resource for clients of Globalaw firms, providing valuable 
and critical information about the different legal requirements to 
operate in these specific jurisdictions. 

The APAC Doing Business Guide addresses fundamental topics for 
any company or enterprise seeking to do business in each of these 
13 jurisdictions, including immigration law, employment law, taxation, 
intellectual property, foreign investment, and data protection, among 
other topics. 

The Asia Pacific region is of ever growing importance in the world 
economy. Today, the APAC region hosts more than half of the 
world’s population and, in 2021, accounted for around 37% of world 
GDP. This level is expected to rise up to 42% by 2040, making it the 
leading economic region in the world. China and India are they key 
economic drivers in the region and, while the region may have been 
known historically as a manufacturing and technology hub, there is 
an increasing emergence of a much wider range of industries in the 
region, such as hospitality, healthcare, waste management, and real 
estate. 

This APAC Doing Business Guide follows a long tradition of guides 
produced by Globalaw, such as the 2021 Europe and Latin America 
Guides. These guides are a testament to the individual and collaborative 
expertise of the law firms within the Globalaw network and we hope 
that they will provide an immediate roadmap to learn more about 
the fundamentals of doing business in a concise, informative and 
“desktop” format for your ready reference.

In addition to the contributing firms, I would also like to acknowledge 
the professionals at MCI for their time and effort in making this 
Guide a reality. If you would like to learn more about the resources of 
Globalaw, please visit our website at www.globalaw.net.

Yours sincerely,

Peter J. Brown   

Introduction by Peter J.Brown, 
President Globalaw

Globalaw Limited 
Avenue des arts, 47
B-1000 Brussels, 
Belgium

Tel: +32 2 320 25 03
secretariat@globalaw.net
www.globalaw.net

Information for each country may change 
over time. Please contact the primary 
contact at the respective Globalaw firm to 
confirm that country's information. Contact 
details for each firm and primary contact 
are located at www.globalaw.net.
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      KEY FACTS

•	 Strategically located in Southeast Asia at the intersection between the Pacific and Indian 
Oceans, bordering the Malacca Straits, with an area of 1.922.570 km².

•	 Practices democracy with a Republic system.
•	 Bahasa Indonesia is the national language. English is widely written and spoken especially in 

urban areas and for business.
•	 With a GDP of more than US$ 1,3 trillion in 2022, Indonesia is among the fastest- growing 

economy in Asia and the largest economy in Southeast Asia.
•	 Population of more than 275 million people and more than 175 million active internet users 

makes it one of the largest consumer markets with huge potential for growth, especially in 
the digital business and telecommunication sector.

•	 Other investment growth areas include digital business, trade, manufacturing industry, 
telecommunications, infrastructure, power, tourism, and real estate.

•	 Currency: Indonesian Rupiah (IDR or Rp).

INDONESIA

https://www.globalaw.net/
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BUSINESS PRESENCE

	• Main types of business models in Indonesia: locally incorporated companies in the form of limited liability 
companies, cooperatives, permanent establishments including representative offices, state-owned companies 
or regional-owned companies, sole proprietorships, and partnerships.

	• Foreign direct investment must be established in the form of limited liability company (Perseroan Terbatas or 
“PT”) incorporated pursuant to Indonesian law and domiciled within Indonesia. A PT that has foreign participation 
in its shareholding structure is categorized as foreign investment limited liability company (PT Penanaman Modal 
Asing or “PT PMA”).

	• Establishing a representative office can also be a simple method to create a legal presence in Indonesia. In 
principle, there are 4 (four) types of representative office in Indonesia: (i) Foreign Company Representative Office 
(Kantor Perwakilan Perusahaan Asing or “KPPA”) which are utilised by foreign companies or groups of foreign 
companies for purposes of managing the interests of a company or affiliated companies and/or preparing for 
the establishment and development of a foreign investment company in Indonesia and in other countries; (ii) 
Foreign Trading Company Representative Office (Kantor Perwakilan Perusahaan Perdagangan Asing or “KP3A”) 
which are utilised to act as selling agents, manufacturing agents and/or buying agents; (iii) Foreign Construction 
Services Representative Office (Badan Usaha Jasa Konstruksi Asing or “BUJKA”) which are utilized by the foreign 
construction services company to engage in construction project in Indonesia together with an Indonesian 
participant through joint operation; and (iv) Foreign Electricity Support Services Representative Office 

	• (Kantor Perwakilan Jasa Penunjang Tenaga Listrik Asing) which are utilized by the foreign electricity support 
services company to engage on high-cost electricity support services works.

FOREIGN INVESTMENT RESTRICTIONS AND CONDITIONS

Restrictions in Shareholding Equity Participation
	• All business sectors or business categories are open to investment activities, except for business sectors or 

business categories which are expressly declared closed or open subject to certain conditions, such as 
partnership requirement with local micro, small and medium business.

	• Foreign shareholding restrictions are also imposed through relevant laws set forth in the Indonesia Investment 
Positive List (previously the Investment Negative List) issued by the government and periodically modified.

	• In general, the minimum amount of total investment (equity plus loan) applicable for a PT PMA is IDR 10 billion—
excluding land and buildings, for each of its business activity. Please note that this minimum investment restriction 
can be higher depending on the sector concerned (e.g., construction).

	• However, the minimum capital which must be injected as capital and subscribed in shares is only IDR 10 billion 
regardless of the number of activities conducted by the PT PMA.

Approvals and Licensing
	• Under the implementation of Government Regulation No. 5 of 2021 on the Implementation of Risk-based 

Licensing (“GR 5/2021”), the issuance of business license is now being carried out based on the assessment 
of the level of risk and the scale of business activity. Based on the results of a risk assessment, it can then be 
determined whether the business falls under low, medium, or high-risk business.

	• Each of every business activity is now classified under the 2020 version of Indonesia Standard Industrial 
Classification (Klasifikasi Baku Lapangan Usaha Indonesia or “KBLI»). Further, in each sector requiring risk-based 
business licensing, GR 5/2021 has provided details that need to be fulfilled and known by business actors, such as 
(i) related KBLI code, KBLI title, the scope of activities, risk parameters, risk level, business license, period, validity 
period, and business licensing authority, (ii) requirements and / or obligations for risk-based business licensing, 
and (iii) risk-based business licensing guidelines.

	• Appropriate approvals and licenses are required for the operation of most business activities. These may be 
obtained through the Online Single Submission (“OSS”) system, the relevant ministry, government agencies and/
or regional government.

https://www.globalaw.net/
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	• Under the OSS regime, all business players are required to register through the OSS system and obtain a Business 
Identification Number (Nomor Induk Berusaha or “NIB”).

	• NIB alone is sufficient to carry out low-risk businesses, whilst medium-risk businesses are required NIB and 
Standard Certificate (Sertifikat Standar). Lastly, high-risk businesses are required NIB and License/Permit (Izin) 
to be able to perform such businesses. Please note, however, that some business activities may also require the 
obtainment of a Supporting License (Perizinan Berusaha Untuk Menunjang Kegiatan Usaha or PB-UMKU).

	• Application process and prescribed fees payable vary depending on the prescribed condition for the application 
and geographical location where the activity is proposed.

EXCHANGE CONTROL

	• Exchange controls are governed by Law No. 24 of 1999 concerning Foreign Exchange Traffic and Exchange 
Valuation System.

	• No foreign exchange restrictions are imposed on flows of foreign exchange except with regard to offshore 
commercial loans. However, domestic transactions must use Indonesian Rupiah (IDR / Rp).

	• Bank Indonesia, the central bank of Indonesia also requires all foreign loans to be registered and reported to Bank 
Indonesia.

TAXATION

Corporate Tax
	• The Corporate Income Tax (“CIT”) rate of 22% applies to net taxable income.
	• Public companies that satisfy a minimum listing requirement of 40% and certain other conditions are entitled to 

a tax discount of 3% off the standard rate, providing an effective tax rate of 19%. 
	• Domestic corporate taxpayers with an annual turnover less than IDR 50 billion, are entitled to a tax discount of 

50% off the standard tax, imposed on their taxable income from its gross turnover up to IDR 4.8 billion.
	• Certain domestic corporate taxpayers, i.e., cooperatives, limited partnerships, firm, PT, or village-owned 

enterprises/village-owned joint ventures with gross turnover less than IDR 4.8 billion are entitled to Final CIT at 
0.5% rate.

Personal Income Tax
	• Tax obligors in Indonesia are subject to graduated tax rates from 5% to 35% on income accrued in or derived from 

Indonesia.
	• Apart from Indonesian citizen, a person is categorized as Indonesia’s tax obligor if that person resides or is present 

in Indonesia for at least 183 days in period of 12 months or is present for an entire tax year and has intention to 
reside in Indonesia.

Withholding Tax
	• Income paid by tax residents and permanent establishments to other tax residents or permanent establishments 

is subject to tax withholding of 15% of the gross amount of: (i) Dividends; (ii) interest, including premiums, discounts 
and compensation for loan repayment guarantees; (iii) royalties; and (iv) gifts or rewards.

	• Withholding of 2% of net income on gross amount estimates are required for: (i) rents of assets other than land, 
property, and buildings; and (ii) service fee for technical, management, construction, consulting and other 
services other than those received by individual taxpayers and already subject to withholding by their employers.

	• Non-tax residents are subject to a 20% withholding tax, deemed final in nature (subject to certain exceptions), 
on the following: (i) Dividends; (ii) interest, including premiums, discounts, and compensation for loan repayment 
guarantees; (iii) royalties, rents and other income connected with the use of property; (iv) compensation for 
services, work and activities; (v) gifts and awards; (vi) pensions and other periodic payments; (vii) swap premiums 
and other protected value transactions; and (viii) profits due to release of debt.

	• Taxpayers who do not have a taxpayer identification number (Nomor Pokok Wajib Pajak or NPWP) will be subject 
to 100% surcharge in addition to the standard applicable tax rate.

https://www.globalaw.net/
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Other Taxes
	• Export and import taxes are stipulated by regulations of the Minister of Finance as determined by the types and 

purposes of goods exported or imported.
	• Stamp duty is payable in nominal amounts on certain documents executed within Indonesia.

Double Taxation Treaties
	• Indonesia has signed and ratified bilateral tax treaties with the following countries: People’s Democratic Republic 

of Algeria; the Republic of Armenia; Australia; Republic of Austria; People’s Republic of Bangladesh; Republic 
of Belarus; Kingdom of Belgium; Brunei Darussalam; Republic of Bulgaria; the Kingdom of Cambodia; Canada; 
People’s Republic of China including Republic of China (Taiwan); Republic of Croatia; Czech Republic; Kingdom  
of Denmark; Arab Republic of Egypt; Republic of Finland; French Republic; Federal Republic of Germany; Hong 
Kong Special Administrative Region of People’s Republic of China; Hungarian People’s Republic; Republic of India; 
Italian Republic; Islamic Republic of Iran; Japan; Hashemite Kingdom of Jordan; Democratic People’s Republic 
of Korea (North Korea); Republic of Korea (South Korea); State of Kuwait; the Lao People’s Democratic Republic; 
Grand Duchy of Luxembourg; the Federation of Malaya (Malaysia); Republic of Mauritius; United Mexican States; 
Mongolia; Kingdom of Morocco; Kingdom of the Netherlands; New Zealand; Kingdom of Norway; Islamic 
Republic of Pakistan; Independent State of Papua New Guinea; Republic of Philippines; Republic of Poland; 
Portuguese Republic; the State of Qatar; Romania; Russian Federation; Kingdom of Saudi Arabia; Republic of 
Serbia; Republic of Seychelles; Republic of Singapore; Slovak Republic; Republic of South Africa; Kingdom of 
Spain; Democratic Socialist Republic of Sri Lanka; Republic of Sudan; Republic of Suriname; Syrian Arab Republic; 
Kingdom of Sweden; Swiss Confederation; the Republic of Tajikistan; Kingdom of Thailand; Republic  of Turkey; 
Republic of Tunisia; Ukraine; United Arab Emirates; United Kingdom of Great Britain and Northern Ireland; United 
States of America; Republic of Uzbekistan; Socialist Republic of Vietnam; Bolivarian Republic of Venezuela; and 
the Republic of Zimbabwe.

Value Added Tax
	• Value Added Tax (“VAT”) is an indirect tax imposed on all goods and/or services, unless stipulated otherwise. At 

the moment, the VAT rate is 11%. However, by 1 January 2025 at the latest, the rate will be increased to 12%.
	• However, a VAT rate of 0% is applied to the following taxable events:

	○ (i)	 Export of taxable tangible and intangible goods; 
	○ (ii)	Export of taxable luxurious goods; and
	○ (iii)	Export of taxable services.

TAX AND INVESTMENT INCENTIVES

General
	• The Indonesian government provides facilities to investors who undertake business expansion or conduct 

new capital investments which fulfil one of the following criteria: (i) absorb a large amount of labor; (ii) include 
high priority scale investments; (iii) include development infrastructure; (iv) implement technology transfers; (v) 
conduct pioneering industries; (vi) are located in remote/isolated areas, underdeveloped areas, border areas or 
other areas which are deemed necessary; (vii) protect environmental preservation; (viii) implement research, 
development and innovation activities; (ix) partner with micro, small, medium or cooperative businesses; or (x) 
involve industries which utilize capital goods or machines or equipment which are produced domestically.

	• Types of facilities which are to be granted to investors may take the form of: (i) income tax reduction; (ii) exemption 
or relief/reduction from import duties on capital goods, machines or equipment for production requirements 
which are not yet capable of being produced domestically; (iii) exemption or relief/reduction of import duties on 
basic commodities or auxiliary materials for production requirements for certain periods of time and on certain 
conditions; (iv) exemption or postponement of value added tax on imports of capital goods or machines or 
equipment for production requirements which are not yet capable of being produced domestically for a certain 
period of time; (v) accelerated depreciation or amortization; and/or (vi) relief/reduction from tax on land and 
buildings especially for certain business sectors, in certain territories or regions or zones. 

https://www.globalaw.net/
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Special Economic Zones
	• Special Economic Zones (Kawasan Ekonomi Khusus or “KEK”) are designated areas where certain economic 

activities are encouraged and facilitated by the government. 
	• There are currently 20 (twenty) KEK in Indonesia, located in various regions of the country, including Sei Mangkei, 

Batam, Bintan, and Karawang. 
	• The government offers various facilities for companies operating in KEK. Said facilities shall consist of fiscal 

facilities in the form of taxation, customs and excise, regional taxes and regional levies, and non-fiscal facilities, in 
the form of goods traffic, licensing, immigration, land and spatial planning, investment, and employment facilities, 
as well as other facilities and eases that can be provided in the zones within the KEK. 

	• The fiscal facilities in the form of taxation provision are: (i) income tax reduction for the investors; (ii) elimination 
of value added tax and/or sales tax on luxury goods and/or import taxes and/or regional taxes and/or regional 
levies fiscal; (iii) exemption of import duties and no import tax on imports of capital goods for the purpose of the 
construction of business facility; (iv) exemption of excise; and/or (v) other taxation provision.

STAMP DUTY

	• Stamp duty is payable in the amount of up to IDR 10,000 on documents such as agreements, notarial deeds, 
invoices, and statement letters.

EMPLOYMENT LAW

	• Law No. 13 of 2003 on Manpower (“Manpower Law”) and Law No. 2 of 2004 on Industrial Relation Dispute 
Settlements are the general rule of thumb of manpower regulations in Indonesia. While, both: (i) Government 
Regulation No. 35 of 2021 on Employment Agreement for a Specified Period of Time, Outsourcing, Working 
Time and Rest Time, and Termination of Employment; and (ii) Government Regulation No. 36 of 2021 on Wages, 
are the major implementing regulation of the aforementioned primary manpower/industrial relation laws.

	• Employment relationships exist because of a work agreement between an employer and its workers. The 
Manpower Law separates employment relationships into two categories: (i)	 Employment Agreement with 
an Unspecified Period of Time (Perjanjian Kerja Waktu Tidak Tertentu); and (ii) Employment Agreement with 
a Specified Period of Time (Perjanjian Kerja Waktu Tertentu or “PKWT»). Please note that PKWT can only be 
performed for particular work, namely: (i) work that is completed at once; or (ii) work that is temporary.

	• Normal working hours include: (i) seven hours per day and 40 hours per week for a six-day work day week; or (ii) 
eight hours per day and 40 hours per week for a five-day work day week.

	• Employees are entitled to statutory benefits which include rest days, public holidays, annual leave, maternity 
leave, Employee Social Security Program (Badan Penyelenggaraan Jaminan Sosial Tenaga Kerja or “BPJS Tenaga 
Kerja”) and termination benefits. 

	• Minimum wage differs from one region to another as determined by the respective local government.
	• Every employee/laborer has the right to form and become a member of an employee/laborer union.
	• Employees/laborers may perform strikes provided that they are conducted without contravening the law with 

a prior written notice to the entrepreneur/employer and the local of government within not less than seven 
business days.

	• Each company employing no less than 10 workers is obliged to create a set of company regulations. Company 
regulation is a set of rules and regulations made in writing by an entrepreneur that specifies work requirements, 
disciplinary requirements, and code of conduct of a company. Company regulation must be registered to the 
manpower office, and the validity of a company regulation shall last for no longer than 2 years and be subjected 
to revision upon its expiration.

https://www.globalaw.net/
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INTELLECTUAL PROPERTY

	• Intellectual property protection in Indonesia is comprised of copyrights, industrial designs, integrated circuits 
layout designs, patents, trademarks, trade secrets, geographic indications, and protection of plant varieties.

	• Copyrights, industrial designs, integrated circuits, patents, trademarks, trade secrets and protection of plant 
varieties may be transferred by inheritance, gift/donation, testamentary disposition, written agreement, and 
other manner in accordance with the prevailing law.

	• In 1979, Indonesia ratified the Paris Convention for the Protection of Industrial Property. Subsequently, Indonesia 
withdrew its reservations relating to Arts. 1–12 of the Paris Convention while still maintaining its reservation with 
regards to Art. 28 paragraph [1] of the Paris Convention in 1997.

	• In 1997, Indonesia has also ratified the Patent Cooperation Treaty and its Regulations resulting from the State 
Members of the World Intellectual Property Organization meeting in Washington on 19 June 1970 with 
reservations as to Article 59 of the treaty.

	• In its development, Indonesia has further ratified the Agreement Establishing World Trade Organization (“WTO 
Agreement”) and has adopted the Agreement on Trade-Related Aspects of Intellectual Property Rights, including 
Trade in Counterfeit Goods (TRIPS) as part of the WTO Agreement.

	• In 1997, Indonesia has accepted the Trademark Law Treaty dated 27 October 1994 as drawn up by the State 
Members of the World Intellectual Property Organization in Geneva, Switzerland.

DISPUTE RESOLUTION

Litigation
	• Civil disputes in the first instance may be heard at the District Court. Cases may go on appeal to the High Court, 

cassation at the Supreme Court and then for Supreme Court Judicial Review.
	• Employment disputes are heard in the Industrial Relations Court.
	• Alternative Dispute Resolutions and Arbitration
	• Alternative Dispute Resolution (“ADR”) is available and includes out of court settlement through consultation, 

negotiation, mediation, conciliation, or expert evaluation.
	• Disputes subject to settlement through arbitration are only those disputes in the trade/commercial sector 

concerning rights which according to prevailing laws and regulations are fully controlled by the parties to the 
dispute, which include, among other fields: (i) Matters arising in the field of trade and commerce; (ii) banking 
matters; (iii) finance matters; (iv) investment matters; (v) industrial matters; and (vi) intellectual property rights.

	• The District Court has no authority to adjudicate disputes arising between parties who are already bound by 
arbitration agreements.

	• Indonesia has the Indonesian National Board of Arbitration (Badan Arbitase Nasional Indonesia or “BANI”), an 
independent institution which provides various services relating to arbitration, mediation, and other forms of out 
of court dispute resolution.

	• The cost for BANI arbitration varies depending on the value of claims in dispute.
	• Enforcement of Foreign Arbitral Awards
	• Central Jakarta District Court is the only court that is authorized to enforce and execute foreign arbitral award, 

after the following prerequisites is fulfilled.
a. �was rendered by arbitrator or arbitral tribunal in a country which is bounded, either bilaterally or multilaterally, 

with Indonesia through an agreement, on the recognition and execution of foreign arbitral award;
b. is still within the scope of trade;
c. is consistent with the public order of Indonesia;
d. has secured the exequatur from the Chief of Central Jakarta District Court; and
e. �foreign arbitral award which involves the Republic of Indonesia as one of the disputing parties, may only be exe-

cuted after securing the exequatur from the Supreme Court of the Republic of Indonesia which will be delegated 
to the Central Jakarta District Court.

https://www.globalaw.net/
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IMMIGRATION PROCEDURE

Passport and Visa Requirements
	• Every person who enters the territory of Indonesia is required to possess a valid passport. Foreigners entering 

Indonesia may also be required to possess a visa, to obtain a valid entry permit and to enter and exit through 
examination by immigration officials at immigration check points.

	• Application for a visa is submitted to the head of representative of the Republic Indonesia abroad or to officers 
in other places as stipulated by the government of the Republic of Indonesia.

Professional’s Passes and Work Permits
	• A visit visa may be issued to foreigner who visits Indonesia for business purposes for a maximum of 60 days (for 

residing) and 180 days (for pre-investment visit) from the date of grant of an entry permit.
	• Every employer who employs foreign labour must apply expatriate utilisation plan (Rencana Penggunaan Tenaga 

Kerja Asing or “RPTKA”) from the Minister of Manpower or an authorised official. Once approved, the RPTKA will 
constitute as validation to recruit expatriates and is one of the bases for the issuance of KITAS.

	• Limited Residence Permit or Izin Tinggal Terbatas or “ITAS” may be issued to a foreigner who visits Indonesia for 
the purpose of investing or working in Indonesia for a maximum of 5 years and can be renewed once (entire stay 
is not more than 10 years).

	• Representatives of foreign nations are exempt from the obligation to possess a written permit for utilisation of 
foreign labour as diplomatic and consular officials.

Special Permanent Residency or Other Permits
	• Visit permits may be converted to become ITAS on the basis of application by the foreigner and his/her sponsor 

with the condition that he/she is already present in Indonesia for the purpose of, among others, investing or 
working as an expert or company manager.

	• ITAS are issued to foreigners to reside in the territory of Indonesia for a limited period of time. The status of ITAS 
may be converted to become permanent residence permits or Izin Tinggal Tetap “ITAP” based on application by 
the foreigner with condition that he/she has already been present in Indonesia for at least 3 continuous years for 
the purpose of, among others, investing or working as an expert possessing unique qualifications or as a high-
ranking company officer.

	• Permanent residence permits are issued for foreigners to reside permanently in the territory of Indonesia.
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