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Latest Performance 

 

The food and beverage industry has been 
growing steadily and has been a pillar of growth 
for Indonesia’s manufacturing sector. The food 
J«T MXÆX³JzX  «TÄ´º³ÉŻ´ +&; z³­Çº|  « ǎ=Ǐǐ
recorded 5.33%yoy, above the manufacturing 
z³­Çº| ­Z ǑŸǑǐӆÉ­É J«T .«T­«X´ JŻ´ +&;
growth of 5.03%yoy. Moreover, the food and 
beverage industry is still the biggest driver for the 
Indonesian manufacturing sector. The food and 
beverage industry contributed 0.37% of 5.03% 
Indonesian GDP. In addition, throughout the 
pandemic, the food and beverage industry has 
been able to grow positively above the national 
economy growth. This shows the significance of 
º|X Z­­T J«T MXÆX³JzX  «TÄ´º³É Z­³ .«T­«X´ JŻ´
economic growth. 
 

Align with the industry side, food and beverage 
consumption is also the main driver of the 
consumption GDP. In 1Q23, consumption of 
food and beverages other than restaurants was 
the second biggest driver after the transportation 
and communication component. Consumption of 
food and beverages other than restaurants 
contributed 0.69% to the household 
consumption expenditure growth, higher than 
4Q22 of 0.67%. Moreover, during the pandemic, 
the GDP of food and beverage was relatively 
more resilient than the general consumption 
level. It reflected the growth of food and 
MXÆX³JzX º|Jº ÇJ´ | z|X³ º|J« .«T­«X´ JŻ´ +&;
and household consumption throughout the 
pandemic. 
  
Nevertheless, retail sales of Food, Beverages, 
and Tobacco tended to slow down entering early 
2Q23 and rebound at the end of 2Q23. In April 
2023, the retail sales index increased by 5%yoy 
to 339. It was then followed by a downturn in 
May by -0.03%yoy to 310.8, and an increase in 
June by 12%yoy. The slowdown in sales in April 
and May was in line with the difference in the Eid 
al-Fitr celebration holiday in 2023 and 2022, 
namely in 2022 Eid al-Fitr fell in May while in 
2023 it fell in April. Sales growth retu rned to 
normal in June 2023. 
 

 

Source: Statistics Indonesia, Permata Institute for Economic Research 
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Latest Performance 

 

The footwear industry improved in the 4Q23. 

The Gross Domestic Product (GDP) Indonesiaôs 

Footwear Industry in 4Q23 recorded a growth of 

4.91%yoy, accelerated from -2.96%yoy in 3Q23. 

However, the footwear industry recorded a 

contraction of -0.34% in FY23, following the 

export demand drop since 2H22. From the 

expenditure side, after the pandemic, the growth 

of footwear product consumption has already 

returned to its pre-pandemic level. In 4Q23, the 

apparel, footwear, and maintenance services 

consumption GDP rose by 3.5%yoy, marginally 

slowing down from 3.6% and 7.0% in 3Q23 and 

2Q23, respectively. The consumption of footwear 

and apparel in 2023 grew 4.5%yoy, which 

accelerated from 4.3%yoy in 2022. This could 

indicate that the domestic market performed 

better than the export market, indicating robust 

domestic demand. 

 

After achieving its highest level in 2022, 

footwear export value and volume contracted 

in 2023, following diminished demand from 

main destination countries since 2H22. 

Statistics Indonesia reported that Indonesia 

footwear products export value amounted to 

USD6.44 billion (bn) or contracted by -16.8%yoy. 

Furthermore, the export volume for footwear 

products in 2023 also declined by -19.4%yoy or 

reached 310 million (mn) kg from 369 mn kg in 

2022. Weaker demand from the primary export 

destinations, such as the United States of 

America (USA), China, and Belgium, become the 

main factors of the declining footwear export in 

2023. 
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Source: Bank Indonesia, Permata Institute for Economic Research 

Despite the decline in the export market, capacity utilization and business activity continued to 

increase in 1H23 due to robust domestic demand. Based on Bank Indonesiaôs Business Survey, the 

capacity utilization for manufacturing leather and related products and footwear in 2Q23 amounted to 

85, the highest level after the pandemic. This increase was driven by strong domestic demand during 

Ramadhan and Eid-Fitr, even amidst the slowdown in the export market. However, post-Eid Fitr, there 

was a decline in capacity utilization and business activity, attributed to persistently lower export demand 

that has been ongoing since the end of 2022. Moreover, the Net Weighted Balance (NWB) of leather 

and footwear manufacturing products was 0.16%, increasing from 0.09% in 1Q23. The Prompt 

Manufacturing Index (PMI) of footwear products also confirmed the increase in footwear production in 

2Q23. In 1Q24, footwear manufacturers expect their business activity to be stable or even slightly 

accelerated ï as indicated by the PMI level; it is expected to reach 59.9. Solid domestic demand during 

Eid-Fitr is one of the main reasons behind this optimism. 

Source: Ministry of Investment, Permata Institute for Economic Research 
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Despite the decline in exports, domestic and foreign footwear manufacturing investments 

accelerated after the pandemic. In 4Q23, the domestic direct investment (DDI) for footwear 

manufacturing amounted to IDR467.9 billion (bn) or accelerated by 239%yoy (annualized) after 

166%yoy growth in 3Q23. Furthermore, the footwear industry's foreign direct investment (FDI) also 

recorded a positive growth of 24%yoy or reaching USD208.2 mn in 4Q23. Looking at the spatial aspect, 

provinces in Java still become the most preferred investment destinations for the footwear industry. In 

2023, or the last four quarters, around 88.5% of FDI in the footwear industry concentrated in Central 

Java (46.3% of total FDI) and West Java (42.2%). For domestic investment, West Java became the 

leading destination (38.9% of total DDI), followed by Central Java (26.9%) and East Java (25.5%). 

Industry Landscape 

Most Indonesian footwear industry input comes from domestic resources; however, some 

crucial materials still rely on imports. Based on the 2016 Input and Output table, leather was the 

primary input for footwear manufacturing in Indonesia, signaling that leather footwear products still 

dominate the landscape. Moreover, most of the leather (75%) comes from the domestic market, while 

25% comes from imports. Following leather, basic chemicals except fertilizer and synthetic damars, 

plastic materials, and synthetic fibres were the highest input materials for the footwear industry. Around 

21% of the basic chemical materials were fulfilled from the import market, while most synthetic fiber 

materials (60%) were imported. Another material that relied on imported products was footwear, which 

indicated that Indonesiaôs footwear industry was part of the global supply chain. However, it also implies 

that global economic volatility, including its slowdown, could heavily impact Indonesiaôs footwear 

industry. 

Source: Ministry of Investment, Permata Institute for Economic Research 
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Source: Statistics Indonesia, Permata Institute for Economic Research 

Source: Statistics Indonesia, Permata Institute for Economic Research 

Building and machinery rent is the most considerable proportion of the Indonesian footwear 

industry production cost. According to the 2019 Indonesian Manufacturing Statistics, the building and 

machinery rent accounted for 40.2% of the total cost of the footwear industry. It was followed by raw 

materials cost (24.3%) and labor cost (13.9%). The high proportion of building and machinery rent out 

of the production cost also signifies that technology plays a vital role in the development of the footwear 

industry. 
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Source: Statistics Indonesia, Permata Institute for Economic Research 

Almost all the output of Indonesian footwear products goes directly to the consumers, while a 

portion of them is used as input in other industries. The footwear industry, especially in the foreign 

market, was one of the leading industries that used the Indonesian footwear output ï signifying its place 

as a part of the global supply chain. As for the direct consumption, around 54.4% of Indonesian footwear 

output is exported as a final product. Thus, the fluctuation in demand from the export markets would 

significantly impact the footwear industry more than domestic demand. However, as displayed above, 

solid domestic demand ï especially during special occasions, could also boost the industryôs revenue, 

as 35% of its output was consumed within the domestic market. 
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Over 20 years, Indonesia could capture the global market share of footwear products. Indonesiaôs 

footwear exports in 2003 accounted for around 2.2% of the worldôs total footwear exports. It has steadily 

increased over the years, and Indonesiaôs footwear export in 2022 reached 4.4% of the worldôs footwear 

export. However, Indonesiaôs footwear product share is still below that of China, Vietnam, Italy, 

Germany, and Belgium. Looking at the export destinations, the USA still become the primary destination 

for Indonesiaôs footwear products, followed by China, Belgium, Netherlands, and Japan. Thus, economic 

fluctuations in those countries, especially the USA, would affect Indonesiaôs footwear industry. 

Source: TradeMap, Statistics Indonesia, Permata Institute for Economic Research 
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Source: Statistics Indonesia, Permata Institute for Economic Research 

Provinces in Java Island are still the main production centres for footwear products. Banten 

currently is the main center for footwear production as indicated by its footwear manufacturing GDP 

shares of 1.90%. It was then followed by West Java and Central Java with 0.65% and 0.37% of their 

GDP, respectively. Based on its output allocation, most of ï if not all ï the output of the footwear industry 

in Banten was designated for the export market. On the other hand, the footwear industry located in 

West Java, Central Java, and East Java is also marketed to domestic consumers, sheltering them from 

the impact of global volatility compared to their peers in Banten. 

Source: Statistics Indonesia, Permata Institute for Economic Research 
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Source: Statista 

Outlook 

Looking ahead, the footwear market in Indonesia is predicted to have continuous growth. 

Currently, Statista estimated that the revenue of the footwear industry in Indonesia amounted to 

USD5.19 bn and is expected to reach USD5.79 bn in 2025 as all segments of products (athletic footwear, 

leather footwear, sneakers, and textile & other footwear) grow. According to the same report, Indonesian 

consumers are shifting to more sustainable, locally-made footwear products. This trend could provide 

an opportunity for footwear manufacturers to expand their market to not only depend on the export 

market but also the domestic market. Furthermore, it also presents a chance for the manufacturers to 

become not only producers ï but also the brand owners. 

Source: Trademap 
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Export markets also provide further opportunities for Indonesiaôs footwear products to grow, as 

Indonesiaôs footwear exports to several countries are still below their potential level. According 

to Intracen, Indonesian footwear product exports still have the potential to increase in many countries, 

including China, Japan, Australia, Singapore, Hong Kong, and other Asian countries. This market would 

also allow Indonesia to diversify its export market as it exports to some main destinations, such as the 

USA, Belgium, the UK, and South Korea, already above the optimum level as displayed above. 

Nevertheless, as Indonesiaôs export value is still below its potential level, the opportunity for Indonesian 

paper products export to increase remains open. 

Source: IMF, Jan-24 World Economic Outlook; World Bank, Jan-24 Global Economic Prospect, Update; ADB, Sep-23 Asian Development Outlook; & 

OECD, Sep-23 Economic Outlook 

However, despite the opportunities, major global institutions estimated that many of Indonesiaôs 

primary footwear export destinations will experience economic slowed down in 2024 ï thus 

potentially lowering the demand for footwear products. According to the World Bank, the US GDP 

growth in 2024 is forecasted to reach 2.1% - lower than the estimated 2023 growth level of 2.5%. China, 

the second largest market for Indonesian footwear products, is also predicted to experience a slowed 

down in 2024. This slowdown in the global economy could bring some challenges to the Indonesian 

footwear industry, especially in the near term. 
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Thank you! 
 ;X³ªJºJ .«´♫ºÄºX Z­³ (N­«­ª N >X´XJ³N| 

Josua Pardede 
$| XZ (N­«­ª ´º 
¤­´ÄJŸ°J³TXTXƞ°X³ªJºJMJ«¦ŸN­Ÿ T 

 

PT. Bank Permata TBK 
;X³ªJºJ.«´ ºÄºX Z­³ (N­«­ª N >X´XJ³N| 

A| ´ T­NÄªX«º  ´  ´´ÄXT MÉ (N­«­ª N >X´XJ³N| & Æ ´ ­«ŵ ;AŸ #J«¦ ;X³ªJºJŵ AM¦Ÿ Ǝ;X³ªJºJ#J«¦Ə Z­³  «Z­³ªJ ­«
J«T °³ ÆJºX N ³NÄӃJ ­« °Ä³°­´X ­«ӃÉŸ .º T­X´ «­º N­«´ ºÄºX J«É ­]X³ŵ °³­°­´JӃŵ ³XN­ªªX«TJ ­« ­³ ´­Ӄ N ºJ ­«
º­ J«É °X³´­« º­ X«ºX³  «º­ J«É º³J«´JN ­« ­³ JT­°º J«É |XTz «zŵ º³JT «z ­³  «ÆX´ºªX«º ´º³JºXzÉŵ «­³ T­X´  º
N­«´ ºÄºX J«É°³XT N ­« ­Z Ӄ ¦XӃÉ ZÄºÄ³X ª­ÆXªX«º  « ³JºX´ ­³ °³ NX´ ­³ J«É ³X°³X´X«ºJ ­« º|Jº J«É ´ÄN| ZÄºÄ³X
ª­ÆXªX«º Ç ӃӃ «­º XÈNXXT º|­´X ´|­Ç«  « J«É  ӃӃÄ´º³J ­«Ÿ  ӃӃ ³XJ´­«JMӃX NJ³X |J´ MXX« ºJ¦X«  « °³X°J³ «z º| ´
T­NÄªX«ºŵ «­ ³X´°­«´ M Ӄ ºÉ ­³ Ӄ JM Ӄ ºÉ  ´ JNNX°ºXT Z­³ X³³­³ŵ ­ª ´´ ­«´ŵ «XzӃ zX«NXŵ J«TƄ­³  «JNNÄ³JNÉ ­Z ZJNº ­³
Z­³ J«É ­° « ­« XÈ°³X´´XT |X³X «Ÿ 8° « ­«ŵ °³­¤XN ­« J«T X´ ªJºX´ J³X ´ÄM¤XNº º­ N|J«zX Ç º|­Äº «­ NXŸ
;X³ªJºJ#J«¦ J«TƄ­³  º´ ªXªMX³´ ­Z #­J³T ­Z & ³XNº­³ J«T $­ªª ´´ ­«X³´ŵ Xª°Ӄ­ÉXX´ŵ JiӃ JºX´ŵ JzX«º´ J«TƄ­³
 º´ JTÆ ´­³´ T ´NӃJ ª´ J«É J«T JӃӃ ³X´°­«´ M Ӄ ºÉ ­³ Ӄ JM Ӄ ºÉ ³XӃJ «z º­ ­³ ³X´ÄӃ «z Z³­ª º|X Ä´X ­Z º| ´ T­NÄªX«º´
Ç|Jº´­XÆX³ Ç| N| ªJÉ MX M³­Äz|º JzJ «´º ­³ ´Ä]X³XT MÉ J«É °X³´­« J´ J ³X´ÄӃº ­Z JN «z  « ³XӃ J«NX Ä°­« º|X
Ç|­ӃX ­³ J«É °J³º ­Z º|X N­«ºX«º´ ­Z º| ´ T­NÄªX«ºŸ H­Ä J³X JTÆ ´XT º­ ªJ¦X É­Ä³ ­Ç«  «TX°X«TX«º ¤ÄTzªX«º
Ç º| ³X´°XNº º­ J«É ªJÀX³ N­«ºJ «XT |X³X «ŵ MÉ ZÄӃӃÉ JÇJ³X ­Z J«É N­«´X²ÄX«NX´ ­MºJ «XT ­« ´J T ¤ÄTzªX«ºŸ  
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