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Indonesia’s Economic Development and Japanese Companies
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This paper examines Japanese companies’ involvement in Indonesia’s economic development pri-
marily from the viewpoint of technology transfer. Japanese companies have been active in Indonesia
since its era as a Dutch colony, but their actions until the end of the Asia-Pacific war were not commend-
able. During the post-war reparations, Japanese companies constructed large projects such as dams and
power plants in Indonesia, but there was little influential technology transfer. Unlike the preceding
Sukarno era, under the Suharto regime Indonesia promoted exports as an industrialization strategy, and
Japanese companies responded by investing there. Although it was expected that Indonesia would absorb
Japanese management systems and technology, few such activities took place. Japanese companies’ in-
volvement in Indonesia reduced during the reforms following Suharto’s resignation in 1998, and Singa-
pore and China emerged as major investors and trading partners. There was little possibility that Japa-
nese companies’ contribution could have contributed to Indonesia’s economic development. This may be
due to the lack of Indonesia’s acceptability of management and technology. Despite long-term relation-
ships with Japanese companies, Indonesia’s entrepreneurs could not take advantage of Japanese manage-
ment and technology. As Indonesian government'’s effort to foster indigenous entrepreneurs could not
have helped putting stress on balancing the economic powers between overseas Chinese and Pribumi, it
could not have distributed the resources to international transfer of technology and management. Thus,
taking care of potential entrepreneurs will remain a major challenge for Indonesia’s future economic de-
velopment.
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