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A brief country overview:  

Spread across a chain of thousands of islands between Asia and Australia, Indonesia has the world's 

largest Muslim population and Southeast Asia's biggest economy.  

Ethnically it is highly diverse, with more than 300 local languages. The people range from rural hunter-

gatherers to a modern urban elite.  

Sophisticated kingdoms existed before the arrival of the Dutch, who consolidated their hold over two 

centuries, eventually uniting the archipelago in around 1900.  
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Key Country facts 
Official Language: Indonesian, 300 regional languages 

Currency: Indonesian rupiah                                                                                    

Country dial code: +62 

Country abbreviation: id 

Statutory filing payment methods: Electronic VAT System  

National minimum wage: Established by provincial and district authorities, which vary by province, 

district, and sector; the lowest minimum wage was in the province of Central Java at rupiah 910,000 per 

month and the highest was in Jakarta at rupiah 2,441,301 per month  

Annual filing Deadline: The annual employee income tax return must be filed by March 31 of the 

following year.    

Monthly filing Deadline: The monthly Indonesian individual tax return is due for payment and 

lodgement by the 15th and 20th of the following month, respectively.  

Time Zone: WIB Western Indonesian Time UTC/GMT +7 hours 

Public Holidays in Indonesia 
 

Holidays in Indonesia 2015/16 

2015 2016  Holiday Holiday Type 

01 January 01 January New Years Day National Holiday  

03 January - Maulidur Rasul  National Holiday 

19 February  07 February Chinese New Year National Holiday 

21 March 09 March Hari Raya Nyepi  National Holiday 

03 April 25 March Good Friday National Holiday 

01 May 01 May Labour Day National Holiday 

14 May 05 May Ascension Day National Holiday 

16 May 05 May  Isra Miraj National Holiday 

02 June 21 May  Waisak Day National Holiday 

16 July - Cuti Bersama National Holiday 

17 July  07 July  Hari Raya Puasa National Holiday 

18 July  08 July  Hari Raya Puasa National Holiday 

20 July  - Cuti Bersama National Holiday 

21 July  - Cuti Bersama National Holiday 

17 August  18 August  Independence Day National Holiday 

24 September  11 September  Idul Adha National Holiday 

14 October  2 October  Muharram  National Holiday 

24 December  - Cuti Bersama National Holiday 

25 December Christmas Day  Christmas Day National Holiday 
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Lake Toba on the island of Sumatra is 

an immense volcanic lake about 100 

kilometers long and 30 kilometers 

wide. Formed by a gigantic volcanic 

eruption some 70,000 years ago, it is 

the largest resurgent caldera on 

Earth. Genetic estimates suggests 

that there were only a few thousand 

humans that survived the 

catastrophe. The island in the middle 

– Pulau Samosir – is the largest island 

within an island and contains two 

lakes. Besides visiting “a lake on an 

island within a lake on an island” 

tourist also come here to kick back 

and relax and swim in the volcanically 

warmed waters. 

The lake is 100 kilometres long, 30 
kilometres wide, and up to 505 

metres (1,666 ft) deep. Located in the 
middle of the northern part of the 

Indonesian island of Sumatra with a 

surface elevation of about 900 metres 
(2,953 ft), the lake stretches from  

2°53′N 98°31′E2.88°N 98.52°E to  

2°21′N 99°06′E2.35°N 99.1°E. It is 

the largest lake in Indonesia and the 

largest volcanic lake in the world. 

Business and culture in 
Indonesia 

What you need to know about processing 
payroll in Indonesia 

 

Establishing as an Employer in Indonesia 
 

BKPM is an investment service agency of the Indonesian 

Government created with the purpose to effectively implement 
the enactment of law on foreign as well as domestic investment. 

At the time, BKPM, chaired by Head of BKPM, is a non-

departmental government agency serving under and directly 
responsible to the President of the Republic of Indonesia.   

 
An approval in investment stage can be categorized in two main 

types: approval for domestic investment and approval for foreign 

investment. Below is the flow chart of approval in investment 
stage. 

 

Employment 
 
In Indonesia the typical working hours per week would be 40 

hours during the days of Monday-Friday, the maximum hours to 
be worked in one single day is 8 hours.  

 
Government office hours are variable, but are generally 8am to 

4pm Monday to Friday (with a break for Friday prayers from 
11.30am to 1.30pm), and 8am to noon on Saturday. Go in the 

morning if you want to get anything done. 

 
Private business offices have staggered hours: 8am to 4pm or 

9am to 5pm Monday to Friday, with a lunch break in the middle 
of the day. Many offices are also open until noon on Saturday. 

 

 

http://tools.wmflabs.org/geohack/geohack.php?pagename=Lake_Toba&params=2.35_N_99.1_E_
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Getting down to business  
In Indonesia greetings can be rather formal as they are meant to show respect, a handshake is the most 

common greeting accompanied with the word "Selamat". Many Indonesians may give a slight bow or place 

their hands on their heart after shaking your hand. If you are being introduced to several people, always 

start with the eldest or most senior person first. Also titles are important in Indonesia as they signify 

status. If you know of any titles ensure you use them in conjunction with the name. 

  

Some Indonesians only have one name, although it is becoming more common for people to have a first 

name and a surname, especially in the middle class. Many Indonesians, especially those from Java, may 

have had an extremely long name, which was shortened into a sort of nickname for everyday 

conversation. There are several ethnic groups in Indonesia. Most have adopted Indonesian names over the 

years, while some retain the naming conventions of their ethnicity. 

 

Visas and work permits in Indonesia  

Work Visas 

Navigating through Indonesian bureaucracy can be a confusing process. First of all, it is important to know 

that you cannot apply for a work visa on your own. It is up to your future employer to obtain one for you. 

Thus, it is virtually impossible for expats to find work in Indonesia without the help of a potential 

employer. 

Before a company can hire foreigners, they need to obtain a special work permit called an IMTA. This work 

permit can only be obtained if the company can prove that foreign nationals are needed to fill certain 

positions, as the Indonesian government has a policy of prioritizing local applicants. 

The company can then submit an application for a limited stay visa (VITAS) on your behalf. First, your 

future employer will need to gain approval for your application from the Ministry of Manpower. They will 

then send a letter of recommendation to the General Directorate of Immigration in Jakarta. At this point, a 

decision will be made concerning your application, and if it is approved, a limited stay visa will be issued by 

your nearest Indonesian representation overseas. 

Residence and Work Permits 

Once you have arrived in Indonesia, you have seven days in which to report to the regional immigration 

office with your passport and embarkation card in order to get yourself fingerprinted and exchange your 

visa for a limited stay permit card (KITAS). It usually takes about two weeks for this card to be issued. The 

original KITAS permit is valid for one year and can be renewed annually for up to five years. After five 

years you can apply for a permanent stay permit card (KITAP). 
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Along with your KITAS card, you will also be issued a Foreigner’s Control and Supervision book (POA). This 

book tracks any changes in your immigration status, such as change of address, job, marital status, etc. 

Any dependents that move with you to Indonesia will also be issued a KITAS card and a POA book. 

Additionally, within 30 days of receiving your KITAS permit, you must register at the local police 

headquarters. 

After you have received your KITAS card, you can obtain your expatriate work permit (IKTA). Before this 

can be issued, the Skill and Development Fund (DPKK) fee must be paid. This is an annual fee of USD 

1200 that companies employing expatriates must pay, which is used for the training of Indonesian citizens. 

A receipt of payment of the DPKK and your company’s IMTA must be submitted with your IKTA 

application. 

 

Tax & Social Security 

Tax 
 
Residents A resident tax subject is defined as any individual present in Indonesia for more than 183 days 

in any twelve month period, or any individual present in Indonesia and intending to reside in Indonesia. 

Resident individuals are taxed at the normal rates on taxable income, being world-wide gross income less 
allowable deductions and non-taxable income. Individual income taxes in Indonesia are levied only at the 

national level.  
 

Personal tax rates are:  

Income (IDR)                                                      Percentage (%)  
Up to Rp 50,000,000                                                     5%  

From Rp 50,000,001 to Rp 250,000,000                         15%  
From Rp 250,000,001 to Rp 500,000,000                       25%  

Above Rp 500,000,000                                                 35%       

 
Non-residents A non-resident individual, being an individual present in Indonesia for less than 183 days 

with no intention to reside, is deemed to be a non-resident tax subject under the law if he or she receive 
or accrues any income from Indonesia. Payments to non-resident individuals in the form of dividends, 

interest, royalties, rents for property, prizes or awards, and payment for technical, management and other 
services wherever performed are subject to a 20% withholding tax, subject to any reduced rates under an 

applicable tax treaty. 

 
The Standard Rates of USC 

USC Thresholds 2015 
2015                                                                       Rate 

Income up to €12,012.00                                                                        1.5%  

Income from €12,012.01 to €17,576.00                                                    3.5%  
Income from €17,576.01 to €70,044.00                                                    7%   

Income above €70,044.00                                                                       8% 
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The Reduced Rates of USC 

 
USC Thresholds Individuals aged 70 years or over whose aggregate income for the year is €60,000 or less. 

   
Individuals (aged under 70) who hold a full medical card whose aggregate income for the year is €60,000 

or less.  

 
2015                                                                                                             Rate  

Income up to €12,012.00                                                                          1.5%  
Income above €12,012.00                                                                         3.5% 

 

Social security  
 

Indonesia has introduced a new regime of national social security. Under the new regime, there are two 

social security administrators, which are the Manpower Social Security Administrator (BPJS of Employment) 
and the Health Social Security Administrator (BPJS of Health). Answerable to the President of the Republic 

of Indonesia, both administrators commenced their operations on 1 January 2014. 

Key changes under the new regime include: 

 The BPJS of Employment administers work accident, old age, pension and death benefits. This role 
was previously carried out by, amongst others, PT Jamsostek Persero. 

 The contribution amount payable to the BPJS of Employment is the same as the contribution 
amount under the old regime calculated by reference to an employee’s wage. The contributions are 

calculated as follows: 

BENEFIT PROVIDED 
% OF MONTHLY SALARY 
CONTRIBUTED 

PAID BY 

Occupational accident 

between 0.24% to 1.74%, 

depending on the type of 

business of the employer 

employer 

Death benefit 0.3% employer 

Old age benefit 5.7% 
 3.7% by the employer; and 

2% by the employee. 

 

 The BPJS of Health administers health benefits that were previously administered, amongst others, 

by PT Jamsostek Persero and further enhances Indonesia’s health benefit system. 

The idea is for the Social Security Administrators Law to replace the Jamsostek Law, although it is not 

entirely clear when this will happen. Our initial view is that the Jamsostek Law will effectively be replaced 
by the Social Security Administrators Law (and will no longer prevail) as of 1 July 2015. 

Tax reporting year 
 

The tax year in Indonesia is the calendar year, ending on the 31st December.  
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Payslips 
 

Employers must provide employees with a payslip each month. Each month, the payslip should include a 

detailed list of all deductions to the employee’s salary including taxes, social insurance and voluntary 

contributions.  
 

Compliance 
 

 

Employer Registration  
The main sources of employment law in Indonesia are: 

 Law No. 13 of 2003 (March 25, 2003) on Manpower (the Manpower Law), as amended by 

Constitutional Court decision No. 012/PUU-I/2003 of October 28, 2004; 

 Law No. 2 of 2004 (January 14, 2004) on Industrial Relations Dispute Settlement (Law No. 2); and 

 Law No. 21 of 2009 (August 4, 2000) on Labour Unions (Law No. 21). 

 The Manpower Law protects all employees which is any person working in return for a salary or 

compensation in another form. Certain rights, such as overtime pay, are not available to manager-
level employees.  The statutory minimum termination benefits are not payable to an employee 

who is a shareholder (excluding employees holding shares due to employee stock benefit plans). 

Starters/Registration 

Only fixed-term employment agreements have to be in writing and in the Indonesian language. If there is 

a written employment agreement, it must at least contain the following: 

 name, address and type of business of the company; 

 name, gender, age and address of the employee; 

 position or type of work; 

 place of work; 

 amount of salary and method of payment; 

 employment conditions containing employer and employee’s rights and obligations; 

 commencement date and term of effectiveness of employment agreement; 

 place and date of the employment agreement was made; and 

 signatures of the parties to the employment agreement. 

For permanent employment, the Manpower Law simply requires an employer to issue a letter of 
appointment as an employee (article 63 of the Manpower Law). 

Leavers/De-registration  

There are minimum terms and conditions set down by law regarding mandatory termination benefits. 

Data Retention  
 

A company must retain data for up to five (5) years all regulated documentation, either in hardcopy or 

electronic. 
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Statutory Absence/Payments 

Annual leave 
 

Workers are entitled to 12 days of paid time off for annual leave after 12 months of continuous 

service.  Arrangements for annual leave may be specified in work agreements, company regulations or 

collective agreements. 

 

Maternity leave 
 

Women are entitled to receive full wages during maternity leave, including 1.5 months before the birth and 

1.5 months after the birth, as certified in writing by an obstetrician or midwife. 

In the event of a miscarriage, the worker is entitled to 1.5 months of paid leave or as certified in writing by 

an obstetrician or midwife. 

The duration of leave for giving birth (before and after) and miscarriage can be extended subject to 

recommendation by a doctor. 

Employers must provide opportunities and special facilities for mothers to breastfeed their infant during 

working hours. 

 

Sickness  
 

Absence from work due to illness or injury should not deduct the workers’ days of annual leave. 

Employers must provide continuous leave to workers who are ill if they provide a written statement from 

their doctor. The wage received by the workers should be as the following: 

 

Percentage of wages to be paid Period of absence 

100% The first 4 months 

75% The second 4 months 

50% The third 4 months 

25% Subsequent months 

 

Female workers are entitled to paid leave on the 1st and 2nd days of menstruation, if they are ill and they 

cannot perform their work. 

 

Personal Leave  
Employers must provide paid time off for personal leave as follows: 

Reason for Leave Days of Paid 

Leave 

Worker’s marriage 3 days 

Marriage of worker’s child 2 days 

Son’s circumcision 2 days 

Child’s baptism 2 days 

Wife gives birth or has a miscarriage 2 days 
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Death of worker’s spouse, child, child-in-law, parents or 
parents-in-law 

2 days 

Member of worker’s household dies 1 day 

Religious Holiday Allowance (Tunjangan Hari Raya or “THR”):  The THR payment is payable to employees 

who have worked for at least three consecutive months.  The THR is paid prorata if an employee has 
worked for three months but less than 12 months.  If an employee has worked for 12 months, he/she will 

get the full THR payment in the amount of 1 month salary (basic salary plus fixed cash allowances); 

 

Benefits  
Pensions  

Jamsostek Pension Fund  can be withdrawn at the age of 55 or any time after an employee quits from a 

company, provided his/her enrollment in Jamsostek has already been a 5 year minimum.  

Expatriates:  

Accommodation   

Expats moving to Indonesia can rest assure that they will have no problem in finding comfortable and 

affordable accommodations while in Indonesia. 

Generally, condominiums are most popular with expats in Indonesia, especially those who work in Jakarta, 

as they are secure, and often boast highly sought-after amenities, such as gyms, swimming pools, and 

even tennis courts.      

Transportation   

While city public transportation is generally still in poor condition in Indonesia, there are always taxis and 

premium cabs available at reasonable rates.   

Food   

There are many restaurants that serve a fine range of cuisine from across the world. Within most of these 

cuisines there are good selections of restaurants, from low-cost to expensive. Or if you have the urge to 

cook your own food, you can always find your ingredients in some specialty grocery stores.  

If you like to try local foods, you can find a wide range of local foods from different ethnic backgrounds in 

Indonesia. Restaurants featuring Indonesian cuisine can be found all over Jakarta and other urban centres. 

Many regional dishes are popular far from home, including the spicy hot Padang food, delicious chicken 

from Kalasan in Central Java, grilled fish from Ujung Pandang, and delicious Chinese seafood dishes. A 

good place in Jakarta to get a quick introduction to Indonesian cuisine would be at a mall food court. Here, 

you can actually see the various dishes being prepared and sample different specialties until you discover 

your favourites. 

 

 


