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LEGAL NOTICE

The reproduction, adaptation, communication or sale of these materials (‘the Materials’) is strictly prohibited unless expressly permitted under Division 3 of the
Copyright Act 1968 (Cth). For permission to reproduce any part of these materials, please contact the CPA Australia Legal Business Unit - legal@cpaaustralia.com.au.

COPYRIGHT NOTICE
© CPA Australia Ltd (ABN 64 008 392 452) (“CPA Australia”), 2023. All rights reserved.
DISCLAIMER

CPA Australia does not warrant or make representations as to the accuracy, completeness, suitability or fithess for purpose of the Materials and accepts no
responsibility for any acts or omissions made in reliance of the Materials. These Materials have been produced for reference purposes only and are not intended, in part
or full, to constitute legal or professional advice. Users should seek their own independent advice prior to relying on or entering into any commitment based on the
Materials. To the extent permitted by the applicable laws in your jurisdiction, CPA Australia, its employees, agents and consultants exclude all liability for any loss,
damage, claim, proceeding and or expense including but not limited to legal costs, indirect special or consequential loss or damage, arising from or relating to acts or
omissions made in reliance and/or use of the Materials. Where any law prohibits the exclusion of such liability, CPA Australia limits its liability to the resupply of the
Materials.
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Overview

CPA Australia and the ASEAN Federation of Accountant 25 per cent of respondents held a C-suite or other senior
(AFA) partnered to conduct a survey on business sentiment level positions. Managers/supervisors or assistant
in Indonesia. This report presents the results of this survey. managers/senior associates made up another 39 per cent.

20 per cent held professional positions, with the remaining
14 per cent holding positions of junior associates, sole
proprietors or were self-employed.

The survey was conducted from 13 July to 31 August 2023.
A total of 208 valid responses were received from
accounting and finance professionals working in Indonesia.

Respondents came from a wide variety of industries, with
professional and business services (28 per cent),
government (16 per cent), education and training (14 per
cent), and manufacturing (9 per cent) comprising the largest
share.

64 per cent of respondents worked in a company with 100 or
more employees, 32 per cent worked in a company with less
than 100 employees.
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Key findings

. , ry chan n mplian Staff costs are the costs of most concern
Most respondents expect their company’s Regulatory change and compliance costs : :
. were selected as the main challenges for to businesses of all sizes, followed by
revenue to grow or remain about the ) . ) .
businesses of all sizes in. taxes and material costs.

same for 2023 and 2024.

[ d

p 1 S

The top three focus areas of Indonesian Improving key infrastructure, providing

businesses for 2023 are improving greater support for innovation and Manv believe free trade agreements such
innovation and technology, business technology, and introducing athy C?FL?I'\III?P ened F\?CEPghave c Z’Sitlfve
efficiency and cost management. upskilling/reskilling initiatives are as the a pos

: : . i i in
considered key factors to improving Impact on their business

Indonesia’s international competitiveness
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ECONOMIC SENTIMENT
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89 per cent of respondents expect Indonesia’s GDP to grow or
remain about the same in 2023

Shrink by 0.1 -_ Shrink by 2.6%
2.5% or more

0,50% 1%

Don't know
2%

Remain about

32%

Expect Indonesia’s GDP to grow by
Grow by 5% or

5% or more
Grow by 0.1 - rggor/f

2.5%
19%

. . Grow by 2.5 - 4.9%
Expect Indonesia’s GDP to remain about 38%
the same
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BUSINESS TRENDS
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89 per cent expect their company’s revenue to increase or
remain the same in 2023

Don't know
Decrease 7%
significantly
Decrease 1%
slightly

0
O Increase
significantly

. 15%
Expect their company’s revenue to ;

Remain largely the

same
19%

1 9 % Increase slightly
55%

Expect their company’s revenue will
remain largely the same
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90 per cent expect company’s revenue to increase or remain
the same In 2024

Decrease Don't know
significantly 5%
1%

Decrease
slightly
3%

(1%

Expect their company’s revenue to Remain largely starisanily

the same 0
13% 25%

O Increase slightly
O 52%

Expect their company’s revenue will
remain largely the same
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64 per cent expect their company to increase their headcount
In 2023

Decrease by 5-

10%
Decrease by 0 503/0

O more thoan 10% Don't know
4% 8%
Decrease by
less than 5% Increase by

. 30 more than 10%
Expect their company’s headcount to 15%

by more than 10%

1.9%

Expect their company’s headcount will - A
decrease 16%

Increase by 5-10%
33%
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/5 per cent of respondents expect their salary to increase In
2023

36%

Increase by more than 10%

3 6 O/O Increase by less than 5%

Expect their Sa|ary to by Remain about the same [ 22%
more than 10%
Increase by 5-10% _ 16%
J 1%
| 1%
| 1%

23%

Decrease by 5-10%

2 2 % Decrease by more than 10%

] ] Decrease by less than 5%
Expect their salary to remain the same
Don't know . 2%

| am not currently working | 1%
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Regulatory change and compliance costs are the top
challenges for both small and large firms

OL"a” Small businesses (fewer than 100 employees)

Regulatory change and compliance 38%
Increasing competition 28% @ @ @
Inflation 26%
cash flow difficulties ||| GGG 222

Geopolitical tensions _ 22%
Weak demand _ 15%
Difficulty expanding into new markets _ 15%

Rising energy costs ||| G 15% Large businesses (100 employees or above)
Supply chain disruptions _ 13%
Talent shortage _ 13%
Rising use of Al _ 13%
Higher interest rates _ 11%

Problems accessing finance - 7%

Increasing rent . 3%
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Staff costs are the top cost concerns for both small and large
businesses

OL"a” Small businesses (fewer than 100 employees)
Staff costs 23% @ @ @
Taxes 14%
Materials 14%

Utility costs - 13%
Fuel for vehicles, machinery etc. - 9%
Borrowing costs - 8%

Large businesses (100 employees or above)

No cost increase will be detrimental to
my business
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Many businesses intend to focus on innovation and
technology in 2023

Innovation and technology including digital transformation 43%
Improving business efficiency 37%

Cost management 28%

Expanding into new markets _ 22%
customer toyary | -
Improving customer satisfaction _ 20%
Environmental, social and governance initiatives _ 20%
Introducing a new product or service _ 15%
Attracting, retaining and developing talent _ 13%
Cyber security/data governance _ 13%
Improving supply chain management _ 7%

Question: Which of the following best describes what you expect to be your company’s key strategic focuses for 2023?
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Many small and large businesses have placed an emphasis
on innovation and technology this year

Businesses with fewer than Businesses with 100 or more

100 employees employees

Innovation and technology including Innovation and technology including

0 0
digital transformation 36% digital transformation 47%
Cost management 31% Improving business efficiency 42%
Improving cash flow 31% Cost management 28%
improving business eficiency - | 0% srronment atues oo e | I >0
initiatives
Expanding into new markets _ 28% Expanding into new markets _ 19%
Improving customer satisfaction _ 25% Improving customer satisfaction _ 19%
Introducing a new product or service _ 19% Improving cash flow - 17%
Customer loyalty _ 17% Cyber security/data governance - 17%
Environmental, social and governance _ 0 - 0
initiatives 16% Customer loyalty 16%
Attracting, retaining and developing talent _ 13% Attracting, retaining and developing talent - 14%
Cyber security/data governance - 9% Introducing a new product or service - 14%
Improving supply chain management - 4% Improving supply chain management - 8%
Question: Which of the following best describes what you expect to be your company’s key strategic focuses for 2023?
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CPA Australia & ASEAN Federation of Accountan

ts

INTERNATIONAL
COMPETITIVENESS
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54 per cent of respondents believe improving key infrastructure
will iImprove Indonesia’s international competitiveness

Improve key infrastructures (internet connectivity, transport, ports,

utilities etc.) 54%
Greater support for innovation and technology 40%
Introduce upskilling/reskilling initiatives to improve the labour quality 28%

Expand international economic and trade connections _ 26%
Increase focus on environmental, social and governance (ESG) initiatives _ 23%
Strengthen cooperation with the rest of ASEAN _ 18%
Provide incentives to key industries _ 17%
Reduce taxes on companies _ 15%
Strengthen the banking/finance sector _ 13%

Increase support for emerging industries - 9%

Reduce interest rates to attract foreign investment - 7%

Increase incentives to attract talent - 6%

Questions: Which of the following do you believe the government should implement to improve Indonesia’s international competitiveness?
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Impact of ASEAN
economic integration
on business profitability

60 per cent of those surveyed said their
business experienced an increase in
profitability from ASEAN’s economic
integration.

It is encouraging to note that only 3 per
cent of businesses experienced a

decrease in profitability.
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No impact
14%

Decreased slightly
3%

Decreased
significantly

o \

Remained largely the
same
14%

Increased slightly
33%

Increased
significantly
27%
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Impact of ASEAN
economic integration
on business profitability
— by business size

Larger businesses tended to be more
affected by ASEAN economic integration
regardless of increased or decreased
profitability.

Companies that experienced a decrease
in profitability could be due to being
domestically focused and as a result
struggle when exposed to increased
competition.
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33%
Increased slightly

33%

29%
Increased significantly
13%
Remained largely the same
18%
8%
No impact
15%
13%
Decreased slightly
J
o 4% Businesses with 100 or more
Decreased significantly . employees
1% m Businesses with fewer than 100
employees
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Impact of the
Comprehensive and
Progressive Agreement
for Trans-Pacific
Partnership (CPTPP)
on business

Overall, 48 per cent of those surveyed
said that the CPTPP will have a positive
impact on their business.

It is encouraging that only 2 per cent of
businesses expect CPTPP to have a
negative impact on them.

This data indicates that many Indonesian
businesses in Indonesia are ready to take
advantage of multilateral free trade
agreements to positively impact their
business operations.

CPA Australia & ASEAN Federation of Accountants Business Sentiment Report - Indonesia 202

My business is not
affected by the
CPTPP

18%

A negative impact
on the business
2%

Uncertain about the
potential impact on
the business
33%

A positive impact
on the business
48%
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Impact of the CPTPP
On bUSInesseS _— by Uncertain about the potential on my

. . business

32%

Respondents from small businesses are
more likely to believe that the CPTPP will
have a positive impact on their business. 29%

This could be because smaller A positive impact on my business

opportunity to expand into new markets. It

0
could also be because the Agreement 46%
may give them improved/cheaper access
to products and services from other - 17%
My business is not affected by the
markets. CPTPP
2%
A negative impact on my business _ _
Businesses with 100 or more
1% employees
m Businesses with fewer than 100

employees
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Impact of the CPTPP
on businesses — by
business profitability

57 per cent of respondents who reported
their profits have increased stated that
the CPTPP had a positive impact on their
business.

53 per cent of respondents who reported
their profits remained the same or
decreased are uncertain about the impact
of CPTPP has on their business.
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A positive impact on my business

Uncertain about the potential on my
business

My business is not affected by the
CPTPP

A negative impact on my business

1%

6%

21%

57%

53%

28%

19%

14%

Profits remained largely the same
or decreased

m Profits increased
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Impact of the Regional
Comprehensive
Economic Partnership
Agreement (RCEP) on
business

Overall, 51 per cent of those surveyed
said that the RCEP will have a positive
impact on their business.

It is encouraging to note that only 1 per
cent of businesses expect RCEP to have
a negative impact on them.

34 per cent of businesses are uncertain
about the impact RCEP will have on their
business.
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My business is not
affected by the RCEP
13%

A negative impact on
the business
1%

Uncertain about the
potential impact on
the business
34%

A positive impact on

the business
51%
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Impact of the RCEP on
bUSInesseS — by A positive impact on my business
business size

51%

54%

Smaller businesses were slightly more

likely to state that the RCEP will have a

positive impact on their business, likely 34%
exposing them to new markets. Uncertain about the potential on my

business
Around a third of both small and large 36%
businesses are uncertain about the
potential impact of RCEP. Given that it is Y
5 . g 0
still a fairly new trade agreement this o _
could Change over time A negative impact on my business
10%
14%
My business is not affected by the
RCEP Businesses with 100 or more
0% employees
m Businesses with fewer than 100
employees
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Impact of the RCEP on
businesses — by
business profitability

61 per cent of respondents who reported
their profits have increased stated that
the RCEP had a positive impact on their
business.

51 per cent of respondents who reported
their profits remained the same or
decreased are uncertain about the impact
of RCEP on their business.
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A positive impact on my business

Uncertain about the potential on my
business

My business is not affected by the
RCEP

A negative impact on my business

4%

1%

15%

10%

30%

29%

51%

61%

Profits remained largely the same or

decreased
m Profits increased
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Respondents believe
that the technology and
e-commerce industry
has the greatest growth
potential in the next 5
years

Overall, 50 per cent of those surveyed
said the technology and e-commerce
sector has highest growth potential in the

coming years.

This ties with respondents stating that
infrastructure and greater support for
innovation and technology can improve

Indonesia’s international competitiveness.

Given the Indonesian government’s focus
on sustainability, the growth potential of
this sector should increase in the coming
years.
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Technology and e-commerce

Hospitality and tourism

Sustainability linked (EV battery production,
wind, solar etc.)

Consumer products

Professional and business services (e.g.,
consulting, auditing, and research etc.)

Trading and logistics

Property and construction
Agriculture

Mining

Manufacturing

Healthcare

Financial services and insurance
Education and training

Retail

Art, entertainment, and recreation

34%

25%

20%

18%

17%

15%

13%

13%

12%

11%

1
1

5%

50%
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ENVIRONMENTAL, SOCIAL
AND GOVERNANCE



Ethics and compliance policy 26%

Ethics and compliance

1 Public disclosure of business practices and
policy was the top ESG results 23%
pra(i\'tlce b‘::JS(;nesseS Staff health and safety policy 22%
p Environmental Management System (EMS 19%
adoption) 0
23 per cent of respondents also stated
that public disclosure of business Adoption of green and sustainable finance _ 18%
. opportunities
practices and results was an ESG
practice for their business. supply chain sustainability _ 18%
Only 10 per cent of respondents stated
their business will not spend any time and Carbon emissions monitoring _ 18%
resource on ESG in 2023.
Energy and water use monitoring _ 16%
Business diversity and inclusion policy _ 14%
Community and volunteering programs 11%

My business will not spend any time and

0
resources on ESG practices in 2023 10%

9%

Renewable energy investment
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ESG practices implement by businesses in 2023 — by
business size and profitability

ESG practices implemented in 2023 - small v large business

Ethics and compliance policy

Public disclosure of business practices and results
Staff health and safety policy

Supply chain sustainability

Environmental Management System (EMS adoption)

Carbon emissions monitoring

Adoption of green and sustainable finance
opportunities

Energy and water use monitoring
Community and volunteering programs
Business diversity and inclusion policy

Renewable energy investment

My business will not spend any time and resources
on ESG practices in 2023

Greater than 100 employees

29%
I 21%

I 13%

21%
I 24%

20%
I 5%
19%
I 19%
18%
I 16%

17%
I 2296

17%
I 0%
14%
4%
12%

I 19%
10%
I 7%
8%
I 15%

26%

m L ess than 100 employees

ESG practices implemented in 2023 — profitable v not profitable
businesses

Carbon emissions monitoring

Staff health and safety policy

Business diversity and inclusion policy

Environmental Management System (EMS adoption)

Energy and water use monitoring

Public disclosure of business practices and results

Renewable energy investment

Adoption of green and sustainable finance
opportunities

Community and volunteering programs

Supply chain sustainability

Ethics and compliance policy

My business will not spend any time and resources
on ESG practices in 2023

m Profits increased

I, 2790
26%

I, 2490
17%

I, 2290
6%

I 0%
I 0%
15%

I 209
19%

I 169

17%
I 0%
I (0%

4%
I 0%
13%

B 0o

17%

I 209
21%

28%

21%

Profits remained the same or decreased
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Recommendations |
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Recommendations

» Develop and implement a digital transformation strategy to assist in improving business efficiency and cost management.

» Develop strategies to take advantage of regional trade agreements. Further, measures should also be in place to mitigate possible
negative impact of trade agreements as well.

« Conduct regular internal reviews to ensure that products/services are compliant with regulatory changes

Business operation
Both smaller and larger businesses should enhance their ESG practices. This is increasingly important especially for firms

involved in international trade.
As headcount is expected to increase, a managing staff costs must be a key focus for both smaller and larger businesses as
we move into 2024.

Government support
. Allocate appropriate resources to raise awareness of opportunities from free trade agreements.

« Consider measures to reduce regulatory burden and improve the design and implementation of new regulation.

. Develop key infrastructure, provide upskilling/reskilling programs and innovation and technology support for businesses
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