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Sustainable tourism: Between revenue and national heritage preservation

he Tourism Ministry has

confirmed that 12.66 mll-

lion foreign tourists vi:
the country during the period of
January to November 2024. With
December data still being tabulat
ed, the full-year numbers expect-
ed tobe released in February could
be close to 14 million, Though
this would hv short Uf the record

During the same period, Thai
land recorded 32 million and Viet-
nam 15.8 willion foreign tourist

! SE

s:
or is nearing pre-pan-
levels. Given the sector’s
critical importance to national
economies, service sector jobs, lo-
cal communities and foreign ex-
change camings, there should be
much reason for celebration.
However, celebrations are mut
ed as countries are counting the
cost of overtourism, such as ugly
and excessive construction, de;
filement of sacred monuments,
environmental degradation, gar.
. hortages and
irresponsible behaviors of tourists
whose numbers have overwhelmed
authorities and infrastructure.
Several of these probletns have
been observed in Indonesia in the
past year with stakeholders from
Bali to Lake Toba to Yogyakarta to
Manado flagging concerns.
Globally, some of the favorite

tourism nations like the Nether
lands, France, Italy and Greece
in Europe, and Japan, South Ko-
rea ar Zealand in Asia Pa-
cific and several others are voic-
ing concerns about the long-term
Tnegative impacts crested by the
current model of touriso.

Under this vast number of inter
national tourists (a huge 1.1 billic
globally from January to Novem-
ber 2024), travel to destinations
made popular through social me-
dia, articles, rankings, campaigns,
i and word-of- h.
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and a sustainability

Implementing the second
requires collaboration and effort
from “eco-stakeholders” who form
the third pillar. These include the

been bumed down in 2019. The
French people clearly believed that
the heritage valuation of Notre
Dame was much more than the

sustainable tourism development
across ts rhany magnificent des-
tinations. In my book The D.E.E.P
Framework of Sustainable Tourism
Development, | outline four pillars,
nanuely desiinaton uniqueness,

Low-cost airlines, budget hotels,
customized tour packages, mini
mal visa requirements, group Lrav-
el, conferences and events are all
contributing to the surge.

To be photographed at the
trendingdestination and count
likes and hearts seems to be the
averriding objective of most tour-
ists. Few are careful about their
“garbage footprint” and the cul-
tural etiquette of the country that
they are

With them they also carry their
peculiar habits, culinary preferenc-
es and ethnic prejudices. The result
is that tourism today is increasing
ly becoming a crowded scramble
careless revelry that is damag
ng the environment, heritage and
privacy of local communities. In
short, the current form of tourism
is not sustainable.

Indonesia has an opportunity
to distinguish itself by prioritizing

and. prorities 4nd performance.
Each pillar has five i

expert, writer and educationist

Over two and a helf decades 2o,
when I first visited Bali, hotel man

agers would proudly advise the local
trad tion that construction height
could not exceed the tallest coco

nut tree in the vicinity. Today, many
of those charming parts of Bali are
spol.ed by excessive

8

private sector, non- nearly USS1 billion that was in-

government_ organizations, local  curred to rebuild it.
communities, academic institu Indonesia must similarly under-
tions and youth. stand the value of its amazing en
In Yogyakarta and Central Jay vironmental and cultural heritage.
for example, there is increasing  Once correct value is placed on high
competition for valusble gmumi- conservation value, rain forests,
water resources between hotelsand  mangroves, waterfalls, rare species.
farmers. To prevent the issue from  like orangutans, Sumatran tigers
becoming too contentious, it is im-  and Bali starlings, as well as ancient
'Xlnanl for hotels and restaw Hindu and Buddhist temples and

mini markets and huge

which, put together, can provide a
u)uum-‘hsnswe roadmap.

L tion uniqueness empha-
sizes the importance of preserv-
ing, do(mmumg and promoting
a destination’s scientific, environ-
mental, histo ical, cultural - arid

projects putting immense pressure
on fragile coastlines.

While Bali remains the crown
jewel of Indonesian tourism and a
big draw due to its culture, people
and diverse attractions, it must re
verse previous mistakes by espe-

or ex-
ample, tourists visiting Lake Toba
need to have information and ec
cess to attractions related to the
volcanic ealdera and geo sites.

Similarly, they must experience
well-preserved icons of Batak her-
itage like traditional houses, tex-
tiles, music, language and folklore.
All these apply to Toraja also, along
with the added importance of help-
ing tourists learn about and enjoy
the wonderful local coffee heritage.
Labuan Bajo needs to showease its
environmental heritage compris:
ing unique flora and fauna.

cially the second pillar
of sustainable tourism which I call
“eco-imperatives”.

Under this critieal infrastruc-
ture (waste management, sanita-
tion, public tansport and nature

cal impor
tance, then timebound implemen
tation of sustainable tourism priori-
ties will start to fall into place.
Benchmarking is crucial because
andards are being
raised and disceming and responsi-
ble custamers are spoiled for choice,
Indonesia would do well to share
and leam from current ideas about
developing car free attractions, lim-
ng the number of tourists and re-
investing eamings to continuously
improve infrastructure.
recent visit to Nusa Penida

7 ;
(Ir'anm;, and tailets, in addition to
maximizing recycling efforts.

The pl,mic waste crisis cannot

inless youth lear and
practice responsible behaviors of
bringing their own reusable water
bottles, lunch boxes and cloth bags.
MICE events need to use water d
pensers, recycled paper packaging
and completely stop the use of Sty
rofoam and single use plastics.
The fourth pillar of “priorities
and performance” focuses on un
Under the imper

3 lop
tion of the first set of 4R principles
of refuse-redtice-reuse-recycle, de-
velopment of local supply cmms
and crow

Bali revealed broken, crater
filled roads, an absence of police
and officials to control hordes and
widely strewn litter. Such pris-

tives are heritage v.ﬂu.u-m\ pnlv~
cies and tesources, adoption of the
an set of 4R principles (recover-

italize rebrand), bench-

enhenced. A thorough c'lpamy as-
sessment of each region and refus-
al of unnecessary new construction
licenses must become the norm
rather than the excepti

tine destinations deserve much
more than just sacial media posts.

In December, the world saw a  They deserve sustainable tourism
wonderful example of this in the  development that can_ preserve
painstaking restorationof the Notre  their for

m;uhnx and capacity building.

Tourist safety should be the highest Priority o o

ceording o United Na

tions Tourism, around

14 billion internation-
al tourists traveled globally and
spent USSL.9 trillion collective
ly. The airline, travel, tourism,
hotel and restaurant industries
in many countries are
pre-pandemic levels, @ fact that
still cannot be said for most oth
7 sectors. In fact, the number
of tourists is 5o huge at many
sought-after destinations that
there are concerns and wamnings
about overcrowding.

To avoid damage to frag
ile environments, ancient heri
tage sites, traditional customs
and secluded local communities
from tourist hordes, sustainable
lwmm pullcln and practic-

ing emphasized. While

this s mninly correct, It must
understood that the founda.
tion of sustainable tourism is

tourist safety.

n;:;‘
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respansibility to regular police.
This is iresponsible, because
these brave forces become over-
stretched with an addition to
thelr normal duties, which in-
clude preventing and  tackling
crime, preserving civic

ny, handling demonstrations
and providing security for lead-
ers, ministers, officials and oth-
er VIPs. Their roles have become
even more demanding as societ-
ies grow more polarized with re-
curing instances of terrosm,
anarchy, violence, gang wars, so-
phisticaied thefs, drug dealing

i
ident, this is often not the case in
practice. Despite a return to high
ea govern.
ments across the world, includ
|ng In Indonesia, are seen to be

it comes to tourist
Safety, Wil safety 1 high and
visible at airports, train stations,
museums and high-end hotels,
it s rare to find adequate tourist
police at destinations.

In fact, it Is surprising that
most countries have not invested
in creting 4 prfessional cadre

& !

primary
responsibility is to protect tour-
Ists and safeguard destinations.

It is often seen that the mare re-
mote & world heritage site, the
less presence of tourist police to
control and

intelligence and defense ecosys
tem to provide the level of secu
tity that tourists, site operators
and residents deserve. At best,
third-party security agencies are
auseful, additional ring,

known that tourist are soft far
gets of radical extremists, gangs,
cartels, ~ cybercriminals,

officials and - uneth

ments not investing in, creating
and upgrading dedicated tourist
protection forces?

e can be 1o justifiable ex
cuse for not providing adequate,
well-trained and visible tourist
police at destinations promoted
by tourism ministries and de-
partments. Safety and protec:
tion must also have a wider re
mit, including safe infrastructure

atour
it protection force at a requisite
level has left & deadly trail in the
first.quarter of the 21 centu-
Ty; Attacks on tourists occurred
in Ball in 2002, Madrid in 2004,

ch in Moroceo in 2011,
Boston in the United States in
2013, Sousse in Tunisia in 2016,
Giza in Egypt in 2018, Negombo
in S Lanka in 2019, Re'im Esh:

It is surprising that most countries have not invested
in creating a professional cadre of tourist police
whase primary responsibility is to protect tourists

and safequard destinations. ,

While providers of profession-
al security services have stepped
ap, at best, they can only partial
Iy fill the vacuum. While securit
guards are adept at safeguard-
ing malls, concerts, conferences,
sports tournaments and cohdo-
miniums, they lack the training,

Dame cathedral in Pars, that had  to come.

have taken the
casy way out by delegating this

weay tain a
artest, counterterrorism capa
bilities and access 1o the wider

kol in Isracl fn 2025, Magdeburg
in Germany in 2024 and the lat
est horrific massacre of innocent
tourists in India-administered
Kashmir in April this year.

are just a few high
profile cases, while
many incidents of tourists
ing robbed, abducted, assaulted,
raped and killed in many parts
of the world. When it is well

Forty-nine  individuals, n
cluding tourists, were in
Buenos Alres in 2012; 25 were
killed in a 2016 train crash in
Bari, Italy; 50 were killed when a
tourist bus caught fire in Hunan,
China; 190 were killed in 2018
when a ferry sank in Lake Toba,
North Sumatra. In 2022, 22 tour
ists were killed in an air crash in
Mustang, Nepal, 135 others wher
a suspension bridge collapsed in
Gujarat, India, and 13 tourists
died when a ferry capsized in Hol
A, Vietnam,

Six tourlsts were found dead
in a Bangkok hotel in 2024, while
67 were killed in January this
year in a collision between a he
licopter and a passenger plane
In Washington, DC. In March,
six tourists were killed and sev
enl others Injured when 2 sub
marine sank near the Egyptian
resort city of Hur Ghada, and 8
few weeks later, 59 concertgoers
last their lives in a fire in Kocani,
North Macedonia.

Safety also includes health
and well-being, with tourism
dutharities responsible for e

i bive erages being sold are hy

glenic and in compliance with
food safety standards. Tourists
are frequently falling sick on ac
count of poor hygiene at des
tinations, and their situation
Is only aggravated due to low
quality hospitals, a lack of spe
cialists and the time and cost
of evacuation,

Toarists are consuming dead
ly chemicals and microplastics
without their knowledge. Scien
tists have been warning about
the rising toxicity In tofu prod
ucts sold widely across Asi, yet
how many alerts issued to
fourists and what specific ac
tions are being undertaken to re-
verse this situation? The answer
is very few

In an age of paid influencers
and reviews, sponsored awards
and ratings, many poor safe
ty protocols and practices are
glossed over, Photoshopped im
ages and glossy advertisements
mask the reality on the ground.

Tour and attraction opera
tors have become very transac
tional in their dealings, proc
Ing tourists as if there were mere
oumbers. But all these short-
comings come apart when an
incident occurs and, in today’s
information age, its impact is
multiplied. Immediate cancel
lations occur, plunging the re
gon's tourism industry

Once shattered, tourist con
fidence takes years to rebuild, if
atall.

1t is therefore vital to accord
tourist safety the highest priori.
ty, and credibly and regularly au
dit and improve the entire safe-
ty ecasystem that tourists need
These findings should be pub-
lished to allow tourists to make
informed decisions on the non
negotiable critetia of safety.

Addressing the 41s of good corporate governance

Monday, we examined the

first two key pillars of the 41s
of good corporate governance
(GCG), namely integrity and in-
dependence. In the concluding
part we will focus on the remain-
ing pillars of institutional control
and intervention.

On Jan. 30, Indonesia’s Om-
budsman flagged poor progress
in the recovery of outstanding
Bank Indonesia liquidity support
(BLBI) dues. These are estimated
tobe near Rp 211 trillion (US$12.8
billion), a figure nearly equal to
the cost of a new Jakarta-Suraba-
yabullet train or 30 percent of the
total budget for the new capital,
Nusantara. Of the total amount
due to the country’s taxpayers, a
paltry 0.2 percent has been recov-
ered. BLBI funding was provided
asan emergency cash injection by
the central bank during the wide-
spread banking sector collapse of
1997-1998.

While the BLBI Task Force
must be held accountable by the
Ombudsman’ and redouble its
recovery efforts, this dire situ-
ation highlights the critical im-
portance of institutional con-
trol. In developing countries,
the impact of financial crises is
often amplified because the in-
stitutions designed to protect
the interests of common citi-
zens and taxpayers are found
“asleep at the wheel”.

In Part 1 of this article on

ByAmolTitus
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CEO of IndonesiaWISE and a senior
advisor, writer and visiting pr
specializing in sustainability, governance,
ethics and compliance. This is the second

rofessor

of a two-part article.

While this was certainly the
case in 1997-1998, the decades

two major institutions supervise
the banking, financial and capital
markets alongside Bank Indone-
sia, the central bank tasked with
macroeconomic management.
Institutional control is spear-
headed by the Financial Services

markets, and the Deposit Insur-
ance Corporation (LPS), which
serves as a specialized corpora-
tion dedicated to insuring de-
positor funds against potential
bank failures.

These entities are well-fund-
ed and employ some of the high-
est-paid professionals in_Indo-
nesia. Unlike in 1997-1998, they
now possess the enormous ad
vantages of technology, big data
and customized analytical tools
to stay ahead of the curve. And
yet, as recent stock market melt-
downs demonstrate, institutional
control remains inconsistent and,

at times, inadequate.

There are four specific areas
where control must be strength-
ened to achieve GCG.

First, transparency of corpo-
rate-defaulters.

Where is the easily accessi-
ble list of all corporate default-
ers from the past 30 years? We
need a public record of entities,
groups, owners and the amounts
defaulted. Such lists exist for
motorcycle loans, credit cards
and mortgages, yet they are con-
spicuously absent for major in-
dustrial houses and tycoons.
While some level of default is ex-
pected in economic activity, the
real danger is "moral hazard”,
where an owner has the ability to
pay but lacks the willingness.

Had the OJK announced at its
inception in 2011 that any en-
tity linked to a defaulted bene-
ficiary would lose the ability to
raise new loans o licenses, the
current burden on the taxpayer
would be lighter.

forget history are condemned to
repeat it” and “Leopards do not
change their spots.”

Second, eradicating opaque
ownership.

Investors remain deeply con-
cerned by obscure share struc-
tures and layered shell compa-
nies incorporated in tax havens.
It is often joked that if the same
number of chartered accoun-
tants focused on tax planning
were instead R&D scientists fo-

-cused on innovation, Indonesia

would have already caught up
with South Korea.

Regulators must crack down
on the value-destroying activi:
ties of shell companies and overly
complex layering. It is telling that
while international magazines
can estimate a tycoon’s wealth
based on ultimate ownership,
such revelations are missing from
annual reports, prospectuses, and
official websites. Identifying ul-
timate owners and their “skin in
the game” s critical, especially
when owners finance their own
equity contributions to maximize
upside while minimizing person-
alrisk.

Third, mandatory ESG dis-
closures.

Control must involve forc
ing companies to disclose acts of
omission and commission relat-
ed to Social and

Regulators must remember two
powerful adages: “Those who

Governance (ESG) issues. Lend-
ing banks and investors must

be informed of missing permits,
sanctions for illegal operations,
environmental violations and in-

ternal corruption or misconduct
by senior management.

The global standard was set
when United States authorities
imposed a $20 billion fine on
British Petroleum (BP) following
the 2010 Deepwater Horizon di-
saster, Transparency and profes-
sional compliance under close
institutional control helped BP
eventually reestablish itself.

In contrast, information re-
garding Indonesian SOEs like
Pertamina, Garuda Indonesia
and Timah often feels restrict-
ed to public relations releases.
There is little concrete informa-
tion on whether the SOEs have
learned from their previous GCG
missteps and that there is water-
tight institutional control to pre-
vent a recurrence.

For example, how will illegal
mixing of fuels (Pertalite sold as
Pertamax) be prevented in fu-
ture at Pertamina? How will fre-
quent requests for fresh capital
injection due to strategic blun-
ders be avoided at Garuda Indo-
nesia? How will fictitious broker
accounts and transfers be elimi-
nated at Timah?

The GCG practices require
proactive monitoring to pre-
vent misuse. While the Corrup-
tion Eradication Commission
(KPK) is doing a commendable
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job in prosecuting the guilty,
the regulatory institutions
must similarly ensure robust
institutional control to prevent
repeated failings.

Fourth, breaking the “cozy” nexus.

The final aspect of control in-
volves tackling financial sector
malpractices: insider trading,
round-tripping of funds and tax
evasion through intercompany
transfers. This “cozy” but dubious
nexus must be broken to create
markets that meet interational
hygiene standards.

Just as BI intervenes to pro-
tect the rupiah, regulators must
proactively intervene in the mar-
kets. Speculation-driven swings
in commodity prices (gold, nick-
el, copper) need monitoring, and
sectoral monopolies must be dis-
mantled.

Indonesia should study the re-
cent, unprecedented prosecution
of Vietnamese property develop-
er Truong My Lan in a $27 billion
scam. The seizure of assets and
harsh sentencing sends a power-
ful signal: The “business as usu-
al” merry-go-round is over.

Long-term investment capital
is increasingly seeking markets
that demonstrate the four pil-
lars of GCG: integrity, indepen-
dence, institutional control and
intervention. Indonesia’s growth
trajectory will only accelerate if
these pillars are reinforced with
steel rather than rhetoric.

Please send your articles o opinion@thejakartapost.com,
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Sustainable development helps Jakarta rise,

not sink

n a February article on this ByAmnl'mu- adverse impacts from floods. Un- material) and redirecting it
Isuhpm titled“Sustainabil- 3 - » fortunately, the rivers continue i ing of their
for Jakarta CEoo[Enwymwm:‘.-murw(MBo'y 10 be encroached upon and large  partners. Hotels can set up glass
=) management consulting group, founder of the V““"5 projects are ...'n“u’m their natural m lgh::;mwpuk &4
lmdm!oranOﬂcsandlmnumra{x:ﬂuJ These need to be use, lle takers’ can use &
. the sanc-  cyc) elec-
men,wmlcsmdﬂlﬂs)’ tity of ancient river systems must  tronics companies can i
cnumbling the conbined impact in G Rt i A
3 - to l, st
and dehutes toward the develop-  rom the top and bottom hasgiv- [T BekaslorBandung, in  ronment and Forestry aeiond o become's
National Management in-  collaborative movement.
development road map for Great- Eum of belng one ofthe worid's be en- formation System (SIPSN) in- Nlnm,tl‘:m Tevive the “revse®
erJakarta. fastest-sinking mega citie couraged to relocate such opera-  dicates that Jakarta alone con- mantra that our grandparents
Various aspects of climate  While the new capital Nusan-  ton. Acombination ofocalstall tributed 5. il toines of counscledFor generations, peo-
d-memhnnngmeamom» tara In East Kalimantan has been  or should minimize garbage in 2022, behind Central  ple
eration area hard. These inc touted as a Plan B by the govern-  need for carbon intensive and  Java, which contributed 425 mil- ture, utensils and construction
ematic rain pattems, m of ment, it Is clear that Greater fa- poll lion tonnes. Mountains of waste, materials. Reuse also supports.
frequen- na’s 25 million-plus citizens metro il cur- m’“‘ infesting bodies  major segment of the lnlonn.l
need a more sustainable road rently has a network length of  of water, heaps of electronicserap  economy, incl tailors, bag
factors  map for kilometers. In con- and teeming l\u\kymlx are in-  and electronics repmmu.m
future,’ L trast, Delhi's acclaimed metro a-.ﬂl"y cyclers and 50 on. U
pollution (vehicular, - industrial 10 well actions and d middle- and upper-class
and from power plants, most of.  strict enforcement. and continues to due to S Tesidents have been bitten by the
whkh are caal-fired), huge quan-The first is strict zoning pro- strong government, investor and _ The rivers continueto  *ourconsumption”
it ‘waste, espe. inwul- citizen support. Without a vastly  be encroached uponand  more new use now
Gally pluuc,ma excessive rather  nerable areas. Previously, several expanded il network well It Jarge construction and  Teuse. This has
than controlied cortsumption. parts of Jakarta were iden-  grated the a bigger carbon footprint, more
e ate o s evel Hs ucrons | B rilerth e SONP, DL & iy ROV fa- infrastructureprojects  Lougion ‘more
:sumb:gmnm ol‘lhe a result of weak enfc Pt Karta will continue to be a city ing their natural y There
jon are conservative-  compromises, much of this area for its 24/7 macet (wrafic) erns. is wisdom in the adage
Iy estimated to be around 4 to 6 has been bullt upon. i, while germment ofice Sowepatt more, mhﬂi';mu dhl’
millimeters per year. The situa-  Second, big is no longer beau- e to the new capital the virtue of mplk:l'ymd thrift.
tion acute when cousal . tl fo skart. There s o eed iy jfority of the popu Finally, sustainabilty is about
regions start o sink due 1o sub- for mega bu dimmor Offiarta sill iews the egaloe- lhemurgrnlpmdlk:o(lhr stakeholder _engagement.
sidence, which is estimated to  structus their well-being and it requi ‘The sustainable future of Jakarta
be around 10 to 12 centimeters es have struggled with Mhmlﬂmmnﬂ\eﬁlﬂn holitic solition including mass
per year. The main cause: of sub- qduﬂluthepoll—C(MD-W come, it is criticl  awareness campaigns, fines for
sidence in Jakarta is e>cessive phase. Demand, whethes ﬂ-mwnwolludk« complet- msorted wasie arge-scale pas-
ground water extraction. with due tie recycling and
i G o i supply. lmm clties like Rocterdam needta ment plants. Road
High-tse office bulldings, apart: Thir, the central busines dis- _ be implemented fast Clarity antie specifc imelies need (o be -
ment blocks and shoppirag malls  trct areas mustbe decongested. It projctroad map, timelnes and b
has led o massive stwess on  makes no sense for people- puts from various  stakeholders my.m ‘whie “circularity” has experts and
ground water fevels. In nvany ar been talled eout it has et tobe _ cocemed ctzens tha can ffee
eas, surface level groun< water  ing, telecommunications or infor-  Sixth, related to the seaval - serlously adopted in Indonesia k and
has not for i Jakarta can take the lead by re- !v.-ge it el i
lis have been extractirag water  this area requiring preserving i o the opealy,
from depths of 60 meterswor more.  Back offices should be moved out  network of 13 major riversin the  in collecting teir own waste (e.¢  ensure the future of Jakarta bs as-
With voleanic sol being prone to  into specially designated hubs,eg. ~ region. These can help mitigite cartons, plastic bottles, packag- sociated with rising not sinking.
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Prioritizing inclusive economic
development in RI-India ties

resident Prabowo Subian-

to is visiting India this

week. A highlight of the

visit will be his honor as

chief guest at India’s annual Re-

public Day parade on Jan. 26

the heart of New Delhi. This event

is not only a splendid spectacle

showcasing the professionalism

and prowess of the Indian Armed

Forces, but it is also an affirmation

of the values of democracy. feder-

alism, liberty, equality, fraternity

and secularism enshrined in the
constitution.

By giving the constitution

acy over narrow ideologi-

s, India has managed to
keep its mmplcx and diverse so-
ciety largely united and intact.
Indonesia, which - rebooted its
democracy after the collapse of
the New Order era in 1998, can
imbibe lessons as it also must
deal with growing, sometimes
conflfcting, ambitions of mul-
tiple ethnic groups across its
sprawling archipelago.

But Indonesia also has lessons
in social development that India
<an learn from. For example, the
female labor participation rate in
Indonesia is around 54 percent,
which is much higher than the
32 percent in India. The coun-
try has established a good sys-
tem of annual inflation-adjusted
minimum wages that vary across
cities and provincés, These have
ensured steadily improving pur-
chasing power, which is critical
in a consumer-driven economy.

Indonesia’s good population
management program based on
public awareness campaigns and
providing easy access to and us-
age of birth control methods, has
proved to be immensely benefi-
cial in raising standards of liv-
ing and reducing extreme pov-
erty levels. ‘Though population
growth has slowed in India, de-
cades of policy and implemen-
tation failure have resulted in
the country - overtaking China,
despite being only one-third in
terms of land size and orfe-fith
in terms of nominal gross do-
mestic product of the world’s
second superpower.

Consequently, although grow-
ing steadily India will cont
to face challenges in providing
has s (education, health care,
<water, electricity,
) and jobs

to its vast population.

This is also reflected in the big
trade imbalance between the two
countries. Indonesia recorded a
trade surplus of around US$14.5
billion with India in 2023, its
highest with any country that
vear. Given India’s huge depen-
dence on thermal coal (for cheap
electricity generation) and palm
oil (for cheap cooking oil) both
demand and the trade surplus

“Airara/Wadz MabarsR A

Indian welcome: President Prabowo Subianto (left) is greeted by
Indian State Minister for Foreign Affairs Pabitra Marghcrita on
Thursday upon his arrival at Air Force Station Palam, New Delhi.
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will continue to increase if left
unaddressed. Rectifying this im-
balance by importing more from
India, can be a smart win-win so-
lution for Indonesia.

Expansion of the newly
launched free nutritious meal
togram and revamping the
public healthcare program that
is struggling with deficits ‘are
priorities for the Prabowo ad:
ministration. India can and must
export greater volumes of food
(rice, wheat, sugar, buffalo meat,

mllk) and medi ines m Indone

existing costly imports from oth-
er countries.

Likewise, there is also poten-
tial for Indenesia to hoost ex-
ports of sustainable wood prod-
ucts, seafood, nuts and coffee
to India. More balanced trade in
agricultural products will help
boost the farming and fisheries
sectors that employ millions.

As an upper middle-income
countty targeting - developed
ccurny status by 2045, Indone-

sia

The Jakarta-based CEO of PT Indonesia
WISE and a senior strategic advisor,
writer and educationist

also help enhance governance,
seturity and capacity features
of Indonesian_stock, commod-
ity and futures exchanges to help
minimize manipulation, insider
trading and corruption. Callabo-
ration in the digital, artificial in-
telligence-and cybersecurity ar-
eas are very feasible,

While several major Indian
business houses have already
discovered the promise and pow-
er of the Indonesian economy,
Indonesian conglomerates have
remained hesitant and slow to
invest in India. There are legiti
ate concerns - regarding high
taxes, lack of clarity on incen-
tives and a web of mmplex bu-
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cies have their work cut out to
promote and execute tour pack-
ages that can satisfy the discern-
ing Indonesian traveler who is
spoilt for choice. A job-creating
tourism sector is integral to in-
clusive economic development
and must be prioritized and sup-
ported by both countries.

Large Indonesian state-owned
enterprises like Pertamina, Bank
Mandiri, Jasa Marga and AN-
TAM, to name a few, can and
must profitably participate in In-
dia’s vast and ing economy
that still has many opportuni-
ties in renewable energy, trade
and consumer finance, roadways
and mining. The joint venture
route using thoroughly vetted

artners, can help reduce risk

ing in food and beverages, mini-
markets, budget hotels and herb-
al cosmetics are likely to find a
large upside if they invest smart-
Iy and soon.

Corruption remains the Achil
les heel of both economies even
after decades of independence
and neither can aspire for devel
oped country status is fun-
damental detriment to inclusive
economic development: is not
addressed. However, Indonesia
isi making better progress than
India, in this area largely due to
the good, albeit incomplete, cf
forts of the Corruption Eradica-
tion Commission (KPK).

The KPK has jailed hundreds
of corrupt businessmen, profes-
sionals, officials and politicians,
including senior ones. Its abil-
ity to independently investigate
and prosecute in a time-bound
manner, needs to be emulated by
India where institutions tasked
with a similar mandate are badly

reaucratic at the in sto-
central and state level. . len national wealth and swift re-
Businessmen expect Chinese  covery of ill-gotten gains are key

and ASEAN levels of certainty.
‘With a large cohort of wealthy ty-
coons present it is up to India to
‘make customized industry-specif-
ic approaches and provide end-to-
end assistance in helping realize
investments beyond fust signing

expectations from  democratic
vernance in both nations.
While terms like “comprehen-
sive strategic partnership® might
gladden the "hearts of diplomats,
they mean little to ordinary citi-
2ens and organizations. until en-
translate into _better

boosted its
dxmml economy in the last de~
cade. While individual consum-
ers, including those in the lower
and ' lower-middle-class strata,
have become quue savvy regard-
ing online shopping, banking,
travel and access to government
services, the country’s micro,
small and medium enterprise
sector is lagging in utilizing. IT
solutions.

Such solutions, readily avail-
able in India, can help this vital
sector to boost productivity, im-
prove financial and manpower
control and increase marketing
reach. Indian IT companies can

and Indian travel-
ers are reshaping the tourist sec-
tor. Given their Ja;

opporturities, equitable people-
to-people excl\angc cheapu prod
uctsand i

a target of 1 million tourists from
each other should be set. Such a
number is achievable given the
wide range of enviropmentally
and culturally rich destinations.
2024 Indonesia had
achieved more than 70 percent
of this target and given the high
preference of Indian tourists for
Bali in particular, the 1 million
number should be crossed in the
next two years. Unfortunately,
less than 10 percent of this tar-
get has been achieved by India
and its tourism promotion agen-

Mulually beneficial mcluslve
economic development is the
new test for bilateral relations,
and it is also.at the center of the
partnership between these two
pace-setting nations as envis
aged first by founding fathers
Jawaharlal Nehru and Sukarno,
later by heads of state Manmo
han Singh and Susilo Bambang
Yudhoyono and more recently
between Prime Minister Nar
endra Modi and’ then-president
Joke “Jokowi” Widodo and Presi-
dent Prabowo.
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Despite shortcomings and
challenges, India and Indonesia
are both hopeful and optimis-
tic societies. Although the two
countries stem from ancient civ-
ilizations, they have very young
populations with around 65 per-
cent below the age of 35. This

Co]léﬁb?atmg to give our you
a bright and secure future

on quality, outcomes and speed
of implementation.

To get the maximum “bang for
the buck”, there is tremendous
scope for ool]nborauon in devel»

bottom of the societal pyramid
are triggering high rates.
The involvement of religious in-
stitutions and corporate social
responsxblllty programs and en-

Dp]ng curri

gies, research materials, digital
libraries and mobile, mtemet-
based and di 1

gaging

al aid sgenues and civil society

orgmnmmons are vital in com-
ing government efforts

tools. Instead of duplicating ef-
forts and wasting scant resourc-
esin reinventing the wheel every
few years, much can be gained
from sharing and utilizing local
knowledge rather than simply
copying international models.
The challenge of access is com-
mon to both countries, as tl;re is
a pressing need to make educa-
tion more egalitarian rather than
elitist by providing opportunities
to learn, improve and advance to
children and youth in second-tier

to ensure that the fundamental
right to education exists in prac-
tice, not just on paper.

The fourth aspect is alignment.
A 7-billion human population
places relentless pressure on la-
bor markets around the planet.
In the disruptive digital age, ca-
reers are getting shorter, part-
time work and remote commutes
are becoming the rule rather than
the exception, and the prospect
of human beings reporting to ro-
bots and tasks controlled by al-

Inspirational leaders are great teachers

“The mediocre teacher tells. The
good teacher explains. The superior

INSIGHT

teacher d rhe great
teacher inspires.” stated William Ar-
thur Ward,

Allthose readers aspiring to make
the transition from managers to
leaders should pause for a moment
and consider their current operating
style atwork.

Like the majority of managers, do
you simply tell instructions and de-
‘mand cbedience based on your posi

{ authority? Explaining tas
is also not enough. If you have de
oped standard operating procedu
it is, of course. your role to familiar-
ize and clarify them to your employ-

people development. If your operat-
s just focus i
not enough and you are certainly not
ready for leadership roles. And your
organization is losing out if it has put
you into such roles.

A good beginning for both the or-
sanization and the aspiring manager
is to first understand that contempo-
rary leadership now requires a seri-

ous commitment to teaching or to
use corporate speak coaching related
skills development activities. The na

tre of business complexities s such
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that employees need to constantly re-
fresh, upgrade and re-orient

Unfortunately, most companies

opt for the easy way out on this. Cit-
ing time and priority issues, the;
pect mdmdmk to develop (hmu;:‘\
self-learning, or they outsource
management development by send-
ing employees to seminars or train
ing programs often on ad hoc basis
Worse still, no meaningful training
or development is carried out under
the misguided excuses of cost con
trol or competitive pressures.

Senior managers cannot become
effective teachers when they them
selves have stopped learning. At times
bossiness is all too evident not just
from the command and control styles
adopted but also from the egoistic at-

titude of the pompous “Mr. Know It
AII", In Indonesia, another commonly
observed reason is the preference for
status quo, According to John Gard-
ner “one of the reasons mature people
stop learning is that they become less
and less willing to risk failure”.

While retreating into the comfort
zone might be beneficial to the lazy
manager, such a retreat can spell
disaster for companies that are con-
stantly facing ferocious headwinds
of change.

With business cycles, consumers,
competitors, technology and risks
all changing organizations have no
choice but to create the buzz of learn-
ing and development inside their
boundary walls. Each day should em-
body a serious new learning experi
e culture should
cterized by open knowledge
transfer and sharing Seniors should
spend less time in cabins and offices
on paperwork and more at the front-
line and factory floors observing, lis-
tening and suggesting.

“We are drowning in information
burt starved for knowledge” is the
astute observation of John Naisbitt,
and when corporate training does
take place often participants are
seen drowning under an informa-

tion overload. Meetings and pres
sentations are only a first step. What
is more critical is a laser like focus
on the objective of teaching, its co-
relation to the strategy or business
transformation taking place and
time bound follow up to monitor be-
havior change and action. Teaching
concepts like six sigma, governance,
supervisory skills or customer rela-
tionship management is good, but
what is more critical is how the con-
cepts are customized and applied to
the specific situation of the industry
and company.
This is where the “demonstra-
tion"™ aspc« of teaching comes into
y. Superior teachers and manag-
ers have a passion for demonstrating.
They roll up their sleeves, dive into
projects and activities and like to ex-
periment. Their energy is infectious
following develops when
's see seniors in action. This
is particularly important when com-
panies are facing major technical
challenges, targets are stiff and the
external environment is uncertain.
Inspirational leader mize
first and foremost that they are what
Peter Drucker termed “Knowledge
Workers”, According to Drucker,
“Knowledge work requires con-

tinuous learning on the part of the
knowledge worker, but equally con-
tinuous teaching on the part of the
knowledge worker” Thus, inside
the organization, there is a positive
circulation of ideas, transfer of best
practices and continuous improve-
ment of processes, products and ser-
vices. Such activity does not happen
inisolation but itis demanded by the
organization. Training s a right not
a favor and teaching is a duty not an
option. When leaders start to be held
accountable for skills development

and our exchanges enriched them
1 wanted everyone to push back and
challenge”

In doing 5o, he set an example of
great leadership imbibing the es-
sence of inspirational teaching.

Apart from internal teaching
there are also plenty of opportunities
for corporate leaders to engage w
academic institutions and teach uni-
versity and school students. It is un-
fair to expect ready-made pipelines
of talent without getting involved,
helping impart key concepts and

and knowledge-driven ¢
advantages then they give the activ-
ity the seriousness it deserves.

Like Jack Welch, who writes in
his book Jack Straight from the Gut
— “When all is said and done, teach-
ing is what I try to do for a living
Truth s, I've always liked teaching.”

His passion resulted in the com-
pany's training and leadership
development center, Crotonville,
becoming a hub of GE's energy
and drive. Welch was a regular at
Crotonville claiming “I loved the
wide-open exchanges. The students
taught me as much as I taught them
I became a facilitator, helping every-
one learn from one another. 1 had
ideas that I brought to every class,

ping critical in
graduating students.

Inspirational teaching, like inspi-
rational leadership, is about sharing
lessons from the past, showing how
to excel in the present and prepar-
ing individuals well for challenges
of the future. The lessons taught
by such business leaders continue
to define the successful journeys of
their onganizations long after their
tenures have ended

The columnist is president

director of strategic advisory firm

IndonesiaWISE and a senior
visiting faculty at leading academic
institutions in the region
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from a demographic drag.

To realize a demographic divi-
dend, there needs to be an over-
haul of education policies and
delivery using what I call the “4A.
Overhaul”. The 4As are Alloca-
tion, Access, Affordability and

ignment.
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The diversity of intelligence

The most well rounded defini
tions of intelligence describe it as a
of ability, learning and

understanding. They also refrain
from compartmentalizing intel-
ligence narrowly as simply being
numerical or verbal or technical
abilities

is much more multi-
faceted, continuously evolving and
capable of rring various dimen-
sions of development. The contem-
porary information age has also
highlighted the compl and

tation, this is not seen to be the
case in terms of housing, health-
care and education. Specifically
in education, there has been a
mushrooming of expensive pri-
vate schools and colleges that
place a substantial burden on
‘working-class parents.

I , they offer and, at

In terms of Indiais
allocating around 3.6 percent of
its GDP to education and Indo-
nesia, 3.3 percent. Given the de-
mographic challenges, both gov-
ernments should ideally target
4.5 percent with a sharper focus

times, deliver better outcomes
that can translate into social and
ic mobility. dabi
ity is critical because econom-
ic hardships faced by large seg-
ments of the populations at the

presents a great opportunity in  townsand cities, ruraland remote  gorithms is a very real likelihood,
terms of the “demographic divi- areas. Here, technology isbecom-  not science fiction.
dend”, but also presents the risk  inga major game changer. ‘While continuing to stmngth
of a “demographic drag”. According to a study by the en theoretical
The former is the opportuni- Global System for Mobxle Com- education must ‘also prepare
ty that a fit and i wm'k- (GSMA), dent ith qu:
force ind an bil (technical and soft s'husa)x;d covﬁ-
ic gmwth and helping the natxon smartphone p ion in Indo- ies, profi %
compete more: eﬂepctxgely inanin- nesia is expected to increase from ues.'Stude'nts need to be readied
ingl, petitive globalized 52 percent in 2016 to 67 percentin  both for Job§ and life through
world. They can boost demand for 2020, and in India fmmZBpement proper 9oachmg, counseling and
goods and services, shore up na-  to49 percent. E driven el thgt tra-
tional savings and contribute to by smart devices has already dis- dmong.l .tgac_llmg methods. Some
social healthcare programs. rupted the traditional retail sector good initiatives are upder way
The latter refers to a scarysce-  based on bricks-and-mortar out- in Indonesia and India related
nario in which weak, inconsistent lets, and a similar disruptionisex- to industry-academia linkages,
and uneven economic growth pected in the education sector. including vocational trammg.
is unable to absorb the millions However, to make technology teacherup-skillingby %
joining the labor marketannually. - effective, much work needs to and sponsored innovation hubs
‘Around 10 million young Indians  be done on the quality,rigorand and labs. q
and 2 million young Indonesians ~ delivery of education through Both President Joko‘ ‘Jokowi”
_pom the labor market each year smart devices and distance Widodoand Prime 1 Nar-
with their dreams of starting a learningtools. Some good initia- endra Modi are passionate abput
career and obtaining sustainable tives, programs and apps have education and have tngd to im-
employment. been developed already and can  prove the scale and quality of edu-
If these dreams are dashed, be shared and enhanted. cation in their first terms. Several
frustration can easily set in with Affordability in education re- initiatives are being i 2
a potential for social unrest. The ~mains elusive and this is surpris-  ed that have overlap and applica-
coming decade is crucial, as it ing as although contemporary tionsinboth countries.
will determine whether India India and Indonesia seem to be A major outcome of improv-
and Indonesia will benefit from faring better in providing afford- ing bﬂaleral hes could be sxmuﬁ
ademographic dividend or suffer  able food, clothing and cantl;

y
education, with txngble pro_]ects
identified for

richness of diversity
In a seminal work in 1983 How-
ard Gardner explained that there are
seven distinct kinds of intelligence
— linguistic, logical-mathematical,
spatial (space related), bodily kin-
esthetic (movement related), inter-
personal, intrapersonal (individ

in both countries. If such educa-
tional collaborations can help im-

prove allocation, access, afford-
abxhty and alignment, then the

a
e pause and look around
us it becomes clear that there are
great examples of intelligence to
learn from — the farmers creating
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diplomatic careers are built around
high interpersonal  intelligence
Creative individuals in music, art,
dance, writing, etc. embody one or
more of the above intelligences
ihou!dmre.ligu\c:sbt ompared

For example, who s greater Mozart
(musical intelligence) or Einst
(logical-mathematical), Gandhi (in-
terpersonal) or Yeats (linguistic),
Mother Teresa (intrapersonal) or
Norman Foster (spatial). Trying to

intelligences being extolled while
others are downp d and shown
inadequate respect

The obsession with logical- math”
ematical intelligence has resulted
in disproportionate appreciation of
enginee vestment bankers, pro-
grammers who are considered to
be superior to say teachers, interior
designers, physiotherapists or even
gardeners. Why?

The inability to understand the
diversity of intelligence and build it
into the functioning balance of mod
have devastating
es as we have seen with
edented Wall Street col-
lapse collectively caused by those
whose logical-numerical ir
gence was assumed to have predict-
ed, calculated and mum.m-d every
quantifiable risk possible.

Worse the one dimensional im-
balance perpetuates a herd mental
ity, absence of sufficiently robust
contrarian views and erosion in
curiosity and questioning without
which no enterprise is sustainable

In order for an organization to
progress there must be development
of six key offshoots of intelligence
— business, market, technological,
customer, creative and- practical
Business intelligence relates to the
ability of the company’s think tank
10 be entrepreneurial, identify op-
portunities while balancing risks,
read trends and develop a strategi-
cally viable business model.

This is an important intelligence
and often a key differentiator be-
tween proactive companies shead
of the curve and the slow moving
followers.

Market mtcll\gtncr relates to
expertise and know-how — the
exhaustive knowledge of a sector,
competition (existing as well as
future), regulation and the inher.
ent volatilities and vulnerabilities
ss to funding, export
raw material supplies, etc.)
ed but requiring a distinct
ncy is technological intelli-
his requires managements
abreast of the daunting pace

profic
gen
to keep

lutely critical and despite it being
touted in words it is often inconsis-
tently practiced.

The more direct “face-to-face
customer time” is logged by the
management (especially middle
to upper) the more the chances of
a company being in tune with dy-
namic customer demands, trends,
options and preferences

Given the high turnover rates in
Ccompanies it is vital that there is an
institutional capture of this infor-
mation and knowledge in generat-
ing and periodically refreshing the
“customer portrait”. Nothing irri-
tates a customer more than having
to repeat again and again to corpo-
rate marketers their requirements
and hi

C

o
“reative intelligence determines
which companies are truly innova-
tive — across all functions — and
are able to create a culture in which
ideas can blossom. Again contradic-
tions abound when senior managers
extol the creativity seen externally
but appear obsessed with the “lack
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s will find impacts that are
ying to customers
a focus on linguistic

and y
far more s;
than simply
intelligence.

Another mindser issue is that all
eas must trickle from the top -
nuthm;, could be far from the truth
No one is a sole repository of all wis
dom or ideas.

Finally, practical intelligence is
about the workforce “thinking on its
feet” when responding to peak level
pressure, extraordinary requests,
competitive curve balls and unex:
pected crisis.

Practical people are solutions and
jons driven and can often
ate the bureauc nd pro-
cedural gridlocks that deter most
employees. The higher the practical
intelligence the more responsive is

The diversity of intelligence in-
spires s as it shows us the limitless
potential of the human mind and
the range of trail blazing efforts built
around these varied intelligences
By recognizing and imbibing these

much talked-about “demograph- the beautiful and eco friendly rice  debate this is pointless as each left in the long run oftechnological change thatimpacts  of English proficiency” inside their  in i 601 rate !n‘.“xp}\ we \Lmd}
ic dividend” could well become paddies in Bali demonstrate their  an indelible mark in history due to  Within the context of manage-  not just products and processes but  offices. ) much better chance of coping and
: spatial intelligence; great business  the full blooming of his or her spe and pro- . increasingly delivery channels,com-  Why? Lack of English has not  winning
a reality that can transform both leaders turned philanthropists often  cial intelligence. And yet unfortu- ssitate the tion, supply chains and alli- vented the Chinese, Koreans,

countries. display a sense of awareness built on ‘competi- ances, Japanese, Brazilians, Vietnamese g
intrapersonal intelligence; whiz kids — stoked part from the standard Being “tech-savvy” isincreasingly  or Russians from becoming world The columnist is CEO of interna
behind the Internet revolution are  in equal dubious degree by parents,  ve ical and emotional i a mandatory competency not just a  beaters in several fields. Find ways ent consulting firm
LN 9 clearly strong in logical-mathem: academia and then the corporate telligence that companies appear to  nice to have 0 unleash the power of creative In cted
The writer is a recognized, ical intelligence while successful  world — results in certain types of  be reasonably with Customer intelligence is abso-  donesians within your workf Dindonesiawise.com

in Jakarta.
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Dawn of the smart
SME - Part1

s the sweeping changes of glo
balization and social connectivity
driven information age continue to
redraw the corporate landscape of
nations, one segment that stands to
benefit is the smart \l“.l“ and me-
dium enterprise (SME

Tradition; MEs have been
outmuscled by larger corporations

both public and private — that
have erected artificial barriers based
upon privileged access to licen
resources, funding and knowledge.

While these still exist and con
lomerates across most emerging
markets continue to remain a formi-
dable force, there does exist great
that possess agility,
taking ability and willingness to
improve their business model.

Definitions of SMEs vary and cri-
teria on sales turnover, number of
ptaff, manufacturing capacity, etc.
pre used to classify them. By some
pecounts Indonesia has over 30 mil-
Jion SMEs, including many individ-
wally run and operated businesses.
¢ more accurate number of
SMEs based on the conventional
definition of a corporate enterprise
fis perhaps closer to a third of this
figure or 10 million.

If one compares this figure with
{the 400 or so listed companies on
Ithe IDX it huumc« clear that Indo-
SME country and
e the real d

Y,

[these companie:
of the economy.

They are all around us in the form
of the supply chain, distribution, lo-
igistics, service providers, vendors,
traders and collaborators.
ile the activities of large cor-
porations might dominate the me-
dia, it is the mood and condition of
the millions of SMEs that ultimately
|determines the sentiment of the do-
|mestic industry.

Odds have always been and con
tinue to be stacked against SM

espite their numbers, policymak-
ers inexplicably devote the bulk
of their time and attention to large
corporations.

Look at the disproportionate time
and effort spent on large bailouts
with taxpayer funds as opposed to
ensuring better funding support, tax
incentives and preferential tariffs on
inputs like electricity and water
for SMEs.

Banks and financial institutions
have also been lagging behind, pre-
ferring to finance motorcycles, con-
sumer goods and credit cards as op-
posed to genuine funding of SME
needs related to expansion, technol-
ogy upgrade and routine operational
working

The sorry state of the country’s
garment industry bears this out
SMEs also bear the brunt of infra-

vers
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structure issues. While lange com-
panies can set up captive power
units, SMEs are vulnerable to power
blackouts or voltage issues. Simi-

:ongestion and con-
s also impair their fi-

issue:
nancial health,

While several despair, the smart
SME finds ways to survive and
even thrive despite these difficul-
ties. They do so by creating a nimble
business model.

Under this the SME is clear about
its specific niche that will enable it
to survive.

This specific niche arises from
four aspects. The first is a fresh en-
trepreneurial idea.

An SME promoter might visual-
ize an opportunity, identify an un-
met gap in a product or service cat-
egory or he might want to quickly
copy and introduce an idea seen to
be working elsewhere.

The second prospect of a niche is
n effective linkage with an estab-
hed larger company. Most large
companies are now obs
lean operations and kecn to out-

The most important of this is how
the business model is constructed.
Often SMESs get this wrong by over-
estimating demand, not inv
in qualified manpower, buying sub-

standard technology which in turn

produces substandard quality and

mismanaging cash flow.

Promoters do not develop proper
procedures, standards and systems
that are crucial for consistency of
performance and for taking the
business to the next stage.

Thinking through the business]
critical and getting the foun-
dations right even after a few mis-
steps is vital for long-term viability.

Unfortunately, media glorifica-
tion of the rich and super rich is set
ting a bad precedent, with patience,
hard work and planning being sacri-
ficed for short-term gains and cor-
ner cutting.

Smart SMEs avoid these pitfalls
by observation, learning and emula-
tion from the several good role mod-
els that exist in most sectors. This
helps them adopt acceptable criteria
on quality, efficiency, delivery and
service from the beginning.

The trump card of the smart
SME is responsivenes by being
available 24/7 to its “big fish" cus-
tomers, bringing ideas to the table,
demonstrating energy and network.
ing constantly.

By doing so the SME occupies
aposition — even ifit is adot — on the
radar screen. If it has achieved this
and can stay there then its business
model has a chance of succeediny

Ironically, as big corporations be-
come too impersonal and individual

urce and externally
mart SM dcurmmcawn) tolink

The third opportunity for grab-
bing a niche comes from local
knowledge. Beneath the four to five
national noodle, food or beverage
brands are hundreds of brands built
on local knowledge of needs, tastes
and price points.

The fourth opportunity arises
from change. [n fast-growing coun-
tries like Indonesia the business land-
scape is experiencing rapid change.

Monopolies are being broken,
the economy is opening up under
free trade agreements and the In-
ternet has brought buye:
ers together and made avai
amounts of information
drasti
curve. New avenues for business
such as e-commerce and franchising
have become prominent,

Together these factors constitute
the dawn of the smart SME. There
are some important 1lll\hulm that
can shape and differentiate the
smart SME from the rest.

that are
Ily shortening the learning

it is the responsive SME that can
form the engaging link in the rela-
tionship chain

SMEsS are
vulnerable to
power blackouts
or voltage issues
Similarly, gridlocks,
congestion and
connectivity issues
also impair their
financial health.

The columnist is CEO of interna-
tional management consulting firm
IndonesiaWISE that also special-
izes in SME advisory. Part I1 of this
series will highlight other qualities
that define smart SMEs




For decades Amol Titus has given expression to his thought leadership through his
insights, columns and opinion pieces that are widely read

JANUARY 2011

Amol Titus

flate it has become fashion-
Oable for diplomats to talk

about "soft power" implying
the power of cultural affinity to
boost bilateral ties. While there is
no doubt that historical and cultur-
al factors play a critical role, the
development priorities of emerging
nations such as India and Indone-
sia necessitate that the foundation
of such ties firmly rests on win-win
economic and trade realties. This is
aptly underlined by the ten-fold
increase in bilateral trade between
the two countries since the turn of
the century. During this period
Indian businesses have discovered
two excellent business drivers in
Indonesia.

The first is that the country can
provide a secure and lasting supply
chain for minerals and agri-
resources. India is today a major
market for Indonesian coal, copper
and other ores, Similarly, it is the
largest market for CPO while also
consuming vast quantities of
Indonesian agricultural products
like wood based pulp, cocoa, nuts
and spices. Since these supply
chains are closely linked with
India's core energy and food secu-
rity priorities, Indonesia will fea-
ture prominently as a source of
resources. Geographical proximity
and the absence of security risks
will enhance its importance. As far
as energy is concerned there is also
another as yet untapped resource -
natural gas. For decades Indone-
sian natural gas has been exported
to East Asian markets. As the coun-
try accelerates its development of
its vast reserves (approximately 98
trillion cubic feet) there will be
potential for greater exports to
India. Indeed, policy makers
should seriously evaluate options
like a dedicated LNG terminal at
Andaman & Nicobar Islands in
maritime terms a stone’s throw
away from Aceh province or a
pipeline from Sumatra to Chen-
nai.

== Volcano prone Indonesia also

has the world's largest geother-
mal resources (40 percent of the
world's enough to produce
28,100 megawatts over 30 years)
and Indian companies can bid for

these projects to cater to the coun-
try's growing domestic demand as
well as make a profitable play
under CDM or other mechanisms
in future. Already the country’s
“resource pull" has drawn groups
like Tata Power, Adani, Essar and
others who have made firm invest-
ments while others like NALCO
and Reliance are at advanced
stages of finalizing investments.

( With India having \
infrastructure
development plans
exceeding USD 500
billion and Indonesia
exceeding USD 150 }
{ billion, over the
medium term, there is
sufficient space for
both private and public
sedtor playersto
\  potipe

Keen to arrest declining oil vol-
umes Indonesia is also keen to
jump start its oil and gas business
and India's public sector oil majors
have an opportunity to actively
participate in bidding for new oil
blocks.

Similarly with India having
infrastructure development plans
exceeding USD 500 billion and
Indonesia exceeding USD 150 bil-
lion over the medium term there is
sufficient space for both private
and public sector players to partici-
pate in these projects. But any such
foray must be based on through
market and regulatory knowledge,
developing trustworthy local part-
ners and realistic business models
that take into account hurdles
faced by late entrants especially in
the form of entrenched competi-
tion.

While India has made com-
mendable strides in achieving food
self sufficiency through successive
phases of green and white revolu-
tions, Indonesia is still dependent
on food imports principally wheat,
rice, dairy, sugar and meat.

Depending on domestic demand

and surplus situations some of

these commodities can be
exported to Indonesia. But these
will also require concerted lobby-
ing since the Australia-New
Zealand producers that have
penetrated the lucrative food
business. Indonesia is keen to
develop its food processing
industry and has recently
announced tax incentives for
palm oil processing plants and
this is another area where Indian
companies can penetrate the

o Bambang Yudhoyono

conomic foundations are
a base for bilateral ties

prospective Indonesian economy.
While bilateral trade of approxi-

mately USD 10.8 Billion is to be

celebrated it is still far too slgmhv

delegations the non commodity
majors such as Indofood, Astra
International, Bank Mandiri, Cipu-
tra, Adhi Karya, Para Group,
Bakrie, Lippo, Garuda Foods and
others can be expected to intensify
efforts to gain overdue footholds.
As G20 neighbors with chal-
lenges of ushering inclusive devel-
opment amid at times chaotic dem-
ocratic frameworks, India and

Indonesia can also share learning
and experiences from their eco-
nomic experiments. For example,
the busmess Iandscape of both

d by small

cantly skewed by
ented trade and this makes [he

and medlum enterprises. Shan.ng

trade
cyclical volatilities as well as shon
term opportunisms. There is need
to diversify the trade basket and
this can be achieved by targeting
the complementary strengths of
the two economies. Indian IT,
pharmaceuticals, ~ engineering,
automotive, healthcare and servic-
es firms can not only export prod-
ucts but consider long term invest-
ments in the country. Groups such
as Aditya Birla and Indorama who
were pioneering investors from the
1970s onwards have systematically
and profitably growth their opera-
tions and are well respected. More
recent arrivals such as TVS, Bajaj,
State Bank of India, Bank of India
and Tata Consultancy Services are
making good progress and putting
building blocks in place for long
innings.

It might come as a surprise to
Indian readers that the Indonesian
Stock Exchange is been one of the
best performers in the last few
years and part of its sustained
growth is due to the professional
excellence acquired by Indonesian
blue chips. Unlike Korean, Chi-
nese, Japanese and Malaysian
companies these have been slow
off the mark regarding investments
in India to participate in the coun-
try's booming domestic economy.
However, this trend is changing
and with the acceleration in high
level ministerial visits and business

on these SMEs with cap-
ital, access to markets and manage-
ment tools would be beneficial. As
would be a understanding of each
other's regulatory mechanisms
especially those linked to inde-
pendent market oversight and gov-
ernance. Indonesia's progress with
road connectivity and privatization
of retail sector has some notewor-
thy lessons for India. Likewise
Indonesia can emulate India's grass
roots cooperative movements,
management of capital markets
and expansion of railway networks
including achievements like the
Delhi Metro.

In this knowledge transfer Indi-
an corporate professionals can play
an important role since several of
them are also holding senior posi-
tions in companies, MNCs and
international bodies in Indonesia.
However, this know]cdge transfer
must be two way and it is vital to
listen to the Indonesian perspective
with respect and patience. For it is
only when both countries aspire to
forging economic and investment
ties as equals that the true potential
of this relationship can be realized.
As the new decade commences
there is much to look forward from
these rising giants that are finally
dancing in sync.

(The writer is CEO of a
consulting firm and secretary
general of the Economic Associa-
tion of India and Indonesia)

Wall Street's Body Blows to the Millenium Development

Goals

Amol Titus | 15 September 2008

An assessment of the carnage on Wall Street and its still painfully reverberating consequences

on the

rest of the world, particularly third world countries like Indonesia, highlights the

severity of the "body blows" this bastion of modern capitalism is dealing to the millennium

development goals.

As losses due to the sub- prime crisis mount-some analysts have

estimated a whop- ping USS7 trillion loss due to global stock market declines and others

have estimated a direct hit to international banks,

insurance companies

and other

entrenched players of over US$500 billion-attention of key stakeholders (governments,

financial institutions, regulators, media,

ordinary consumers) has shifted away from

pressing development issues to this costly and messy distraction that could take years to

clean up.

Nelson Mandela’s lessons for
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eran Institusi Keuangan
alam Keberlanjutan
orporat

PENULIS ADALAH CEQ
INDONESIAWISE SEBUAH
PERUSAHAAN KONSULTAN
STRATEGIS INTERNASIONAL
MEMBANTU MEMELOPORI
INISIATIF KEBERLANJUTAN DI
NEGARA-NEGARA PASAR
BERKEMBANG. KOLUMNIS JUGA
DOSEN TAMU SENIOR DI SBM ITB
DAN BINUS INTERNATIONAL.

Sebuah perusahaan yang berkelanjutan  pialang sekuritas dan juga institusi pasar modal

adalah yang dapat berlangsung hidup dalam  seperti Bursa Efek Indonesia jika mercka
Dalam

tradisional, kelangsungan hidup didefinisikan

jangka waktu yang lama. artian  perusahaan terdaftar. Kebanyakan perusahaan

memiliki hubungan dengan bank dan beberapa

lebih ke dalam pengertian parameter keuangan  dari mercka  membutuhkan  semacam

seperti pertumbuhan pendapatan, keuntungan,  pembiayaan oleh bank atau lainnya. Hal ini

dan pangsa pasar. Hal ini masih kritikal, namun  dapat berupa pinjaman untuk proyek, operasi

dalam konteks modern bukanlah satu-satunya  atau peralatan atau perdagangan keuangan

Hari

perusahaan diharapkan mempertunjukkan

kriteria atas keberlangsungan. ini, rterkait impor, ekspor atau penjualan dan

pembelian lokal.

keberlanjutan dan hal ini menyiratkan sejumlah Karena prosedur internal mereka dan

tanggung jawab terkait kode etik, operasi yang  regulasi dari Bank Indonesia, bank mengambil

aman, praktik buruh yang progresif, pemberian  sebuah proses due diligence yang detail sebelum

kembali kepada masyarakat dan kesadaran ~ mercka setuju untuk membiayai sebuah

keberadaan bersama dengan lingkungan.  perusahaan. Surat persetujuan mercka juga

Perusahaan yang berkelanjutan dapat  mengandung sejumlah persyaratan dan kondisi

menciptakan nilai bagi ekonomi sebuah negara,  dimana salah satunya adalah review tahunan atas

sementara yang tidak berkelanjutan dapat  pinjaman yang disetujui. Biasanya, proses due

menghancurkan nilai seringkali dengan  diligence ini berfokus pada kinerja keuangan

konsckuensi yang luas. perusahaan dengan petugas bank menelusuri

Terlepas dari pemangku-kepentingan inter-  dengan detail neraca keuangan, keuntungan &

nal — pemegang saham, manajer senior dan  kerugian dan parameter keuangan lainnya.

karyawan — pemangku-kepentingan cksternal  Kredit yang aman adalah dimana terdapat

maka

juga tertarik dengan keberlanjutan korporat.  kepastian arus  kas, rtanpanya

Satu kelompok penting pemangku-kepentingan  keberlangsungan di masa depan tidaklah
cksternal adalah institusi keuangan. Perusahaan  mungkin.
berurusan dengan sejumlah institusi keuangan Disinilah keberlanjutan masuk. Dilihart

seperti bank, dana pensiun, perusahaan asuransi,  dengan cara yang berbeda, keberlanjutan sama

SEKTOR KEUANGAN ADALAH PILAR KRITIKAL DARI EKONOMI
DAN HAL INI ADALAH ALASAN MENGAPA SEKTOR INI
MENDAPATKAN SEMUA PERHATIAN DAN DUKUNGAN KETIKA
MASA-MASA SULIT. SEKTOR INI DI NEGARA SEPERTI INDONESIA
YANG MENGHADAPI TANTANGAN LINGKUNGAN, SOSIAL DAN
TATA KELOLA SERIUS HARUS MENJADI INSTRUMEN PERUBAHM.
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Competency of

INSIGHT

Some years ago, Peter Brabeck-
CEO of Nestle, issued a
locument titled “Qualities of a Nes-
le " This concise docu-
e competencies (in
fessional education,
| experience) that
ere pre-requisites for carcer pro-

‘change management”
f not most of these also
»pear in the corporate manuals of
any companiés. But also listed was
riteria of “international expe-
ence and understanding of other
iltures”, In doing so, Brabeck-Let-

ncy of intercultural mansgement
pecially crucial in the 21" century,
Toyota’s International Guid-
g Principles require managers to
:spect the culture and customs
every nation” where it operates,
rile diversified Indian giant Reli-
ce Industries lists “global mind.
* as a core competency or a must
all managers. The five qualities

ited as part of "GE businesspeo-
~ include the trait of being “exter-

v focused and able to read mar

s and situations™, And yet most

Amol Titus A‘_

companies end up paying lip service
to this vital competenc
mating its complexity

of challenge. They e

ing
naj
ger

tion,

Just as social scientists or anthro-
spend their lives stud
ying a few facets of culture, s0 t00
must managements be prepared to
devote time and effort to figure out
what constitutes culture and how
it relates to their business strategy,

pologsts ca

intercultural man
e, simplistic, st

zed terms wi
tion to cross-cultural communica-
tion, weak management of diversiy
and cosmetic gimmicky that they
to pass off for cultural customiza-
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product proposition and consumer
uying behavior. According to Wal-
ter Lippmann, “culture is the name
for what people are interested in
- their thoughts, their models, the
books they read and the speeches
they hear, their table talk, gossip,
controversies, historical s
scientific training, the
appreciate, the quality of
admire. All communities have cul
ture. It is the climate of their civili
zation” This complex amalgam can-
not be reduced to bullet points on a
call report to HQ after a fiying visit
toa country’s capital
Companies engaged in interna-
tional marketing need to go through
three phases of intercultural man-
agement - adaptation, socialization
and application. A central tenet of
adaptation is open-mindedness. The
world (not just your home base) is
your “oyster” and a healthy respect
for different perceptions, points
of view, perspectives and diversity
needs to be developed. Rather than
imposing practices or transplanting
solutions, diversity can be used to
successful corporate advantage. U
der the charismatic Carlos Ghosn,
of Brazilian and Lebanese descent
who has skillfully adapted to both

French and Japanese cultures, Nis-
san has made diversity a key area of
focus advocating an internal slogan
‘nA\-er\ Y is Our Advantage, Diver-
My Advantage”. The company
h ieves that “it is not reasonable
10 expect one particular age group
or cultural group to have all the an
swers about what it takes to appeal
to customers around the world. The
richest solutions are found when di-
verse groups of people work togeth
er to address needs or develop in-
novative solutions. Solutions come
from using the talents of both men
and women, young and old, from all
levels in the organization or from
different cultures.

Contrast this with _struggling
US. automaker Ford which when
launching its Escort model in India
in the mid 1990s touted ads claiming
it as “Britain's best loved car”. The
response from many potential con-
sumers was “So what?" The chal-
lenge for global companies - wheth-
er airlines, banks, consumer goods,
telecom, hotels or automotive - is
to create and constantly reinforce
relevance in vastly different cultural
settiny

Consumers might initially be at-
tracted to international standards

but if the products and services are
not tailored to their cultural prefer-
ences the chances of enduring suc
cess are remote. The process of so-
cialization helps o determine this
degree of relevance.
Footwear giant Bata is a good
example of cultural socialization,
especially in its association with
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intercultural management

application and in this phase t
company has to entrench itself as a
integral participant within a cultur.
milieu, Toyota's success with its K
jang model in Indonesia with sev
eral generations of consumers sinc
its launch in 1977, Nestle's succes
in making Milo the national healt
drink of Malaysia or Gillettes cleve

values in
different emerging markets. Within
the same “value for money” demand
pull, Bata cleverly adjusts colors,
motifs, festival related promotions
and trend-based appeals to working
men and women. Korea Inc’s suc-
cessful penetration of Indian mar-
kets in less than two decades is also
a good example of socialization as
firms like Samsung, LG and Hyundai
spent considerable time and energy
absorbing regional, ethnic, religious
and lifestyle patterns on the sub-
continent. Over time they honed in
on Bollywood (in its popular “Next
is What" campaign Samsung uses
iconic actor Aamir Khan who is
well known for path-breaking roles
to highlight its claim for innovative
products), et, music and the as-
pirations of consumers in secondary
and tertiary towns.
But the proof ultimately lies in

of its basic shavin
products in different cultural “mal.
facial hair” contexts are examples o
well-executed applications. In suct
companies the quest for high intel
ligence and emotional quotients i
iven an added edge by the develop
ment of strong "cultural quotients™

Application highlights to what ex
tent the competency of intercultural
management has been internalized
by organizations. Those with low
CUkurel quodents struggle to un-
derstand existing let alone evolving
cultural patterns and are rendered
peripheral

0 u] IndonesiaW-
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g

manth’ Insight continaes the, explo
ration of cultural application.

Wednesday. February 11,2009

PAGE

The Jakarta Pon

Need for

ethics-

oriented
management

The New Zealand Teachers
Council has adopted a detailed Code
of Eth for Registered Teach-
ers which states that “teachers are
ed by the public with trust and
bility together with an ex-
pectation that they will help prepare
students for life in society in the
broadest sense™.

Anmn;,, the several obligations
to society the Code of Ethics states
that teachers will strive to “teach
and model those positive values
which are widely accepted in soci-
ety and encourage learners to apply
them and critically appreciate their
significance.”

As we are prepared almost daily
by politicians, economists and busi
ness leaders that the “worst of the
recession is yet to come” and
forced to sift through the Wall Street
triggered economic catastrophe, iti
clear that business schools have also
ailed to sufficiently instill the “posi
tive values” in their batches of high-
flying graduates, many of whom
were directly or indirectly complicit
in the shenanigans that have led to
the second great depression.

Apart from having the odd rudi-
men core program or elective

1
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Amol Titus

and supportive of women in man-
agement and expose corporation:
operating as quasi colonial entiti
If you are teaching selling skills,
help students understand the value
and responsibility behind customer
If you are teaching produc-
tion management, highlight the un-
intended consequences of i
accidents and dis
developing countries.

Third, the much vaunted case
teaching methodology must also be
reviewed to ensure only ;,gnmm-
long-term corporate tra
that can be independently ve
showea sed as exampl w)f“ln'

and excelle

in “bu "
schools .|uu.\]|y have let their in-
dependence get eroded and were
content to become talent producing
assembly lines for the corporate sec-
m| primarily banks and the finan-
tor that tend to absorb over
%U pcn ent of the intake.

The problem with reducing high-
er education to an assembly line
s that the products turn out to be
of the one dimensional conformist
variety. Lacking the courage of con-
viction or moral fiber to internally
challenge or reverse the corrosion
caused by greed, self interest, cor-
ruption and gambling with the trust
of customers, employees, regulators
and society at large. Corporate ex-
like grossly speculative and
mmhlu investment banking
e ba u\l\my practices, ap-
pear to have been paing on for vears

ss schools must stop cclubmlr
ing the wealth of promoters, salaries
of CEOs or short-term stock market
spurts.

The healthy skepticism and sense
of balance embodied by the wider
society toward $uch behavior or
“achievements” should be incul-
cated among students. The purpose
of management education must be
more substantive than just blindly
cheerleading paper wealth creation.

Finally, the progression of stu-
dents through a management pro-
gram should not just be on the basis
of performance in class or group ac-
tivities or exams. Grade the demon-
stration of values and competencies,
especially integrity, judgment, in-
dependent thinking, conscientious-
ness and a sense of team-oriented
#nlav

A Year of Reckoning for

Indonesia’s Economic Resilience

Amol Titus*

N the 1997/98 Asian financial crisis Indonesia was one

of the worst-hit ASEAN economies with several predic-

tions of prolonged doom and gloom. Yet in the follow-

ing decade the country has shown a remarkably stable
growth trajectory. There is even cautious optimism that it
will survive the current Wall Street-triggered global eco-
nomic crisis relatively well.

In fact 2009 could turn out to be the first true test of
whether the various economic, institutional and policy re-
forms initiated since 2000 have actually taken hold suffi-
ciently so that they can help the nation survive the severe
buffetings that lie ahead. The year, which will also see gen-
eral elections, will also highlight the degree to which key
economic issues can be managed within a sometimes messy
democratic context.

There is no doubt that growth will slow and a 4 percent
GDP growth rate appears likely. Though below the 6 per-
cent growth rate of previous years and well below the 7-8
percent needed to seriously dent rising poverty levels, the
reduced rate if achieved would not be bad given the global
meltdown.

During the past few years the commodity bubble had be-
come a distraction hogging planning, forecasts and media
attention. While the abundance of resources is a blessing,
the fact remains that there is a substantial exploitative com-
ponent linked to them. Due to fancy corporate structuring,
inter-company diversion of funds, lack of transparency and
weak enforcement of tax and royalty laws, the wider popu-
lace did not benefit to the extent it should have during from
the commodities boom.

This distraction also meant that not enough policy sup-
port was given to critical manufacturing sectors which em-
ploy millions but remain largely shunned by banks. As a
result many units are reeling as export orders reduce and
productivity becomes critical for survival. In terms of pro-
ductivity the absence of bank funding has meant outdated
machines; and rigid labor laws have meant lack of flexibility
in adapting to change. Agriculture has also been neglected
and prices and availability of food grains remain conten-
tious issues.

Although commendable efforts were made to attract FDI,
the majority of the MoUs promising billions of dollars in in-
vestments remain on paper only. SOE reform, especially of
key players has also not been sufficiently robust and these
organizations remain a burden on the exchequer with poor
return on taxpayer capital.

The banking sector which required a “generational fund-
ing dose” of around US$60 billion from taxpayers in the af-
termath of 1997/98 remains vulnerable as the saga of Bank
Century has shown. However, better internal governance at
some of the larger banks and avoidance of exposure to some
of the toxic aspects of the global financial sector has helped
avert a more serious situation.

However, the Finance Department and central bank must
act proactively to prevent banks from entering into their
“risk-averse comfort zone” under which they stop lending to

needy and vulnerable segments like SMEs, proprietors and
micro projects as well as to struggling sectors like textiles,
tourism and infrastructure development. If banks simply
stop or reduce lending and park funds in SBIs or inter-bank
lending, the economy will be dealt serious internal shocks.

Despite election-year posturing the financial, economics
and industry team must remain focused on shoring up the
country's economic resilience by coordinating five urgent
actions. First, there is need to announce a fiscal stimulus
package of around US$10 billion that supports domestic in-
frastructure overhaul. By kick starting certain critical por-
tions the government will send a message that it is commit-
ted to long-term infrastructure development and hopefully
attract some serious partners.

Unemployment must be the second policy focus. There is
real danger of unemployment rising to around 15 percent.
The return of workers from ASEAN and East Asian coun-
tries due to the slowdown will aggravate the problem. A
comprehensive employment generation program must be an-

broad

Specific steps should include labor law reforms, tax incen-
tives for companies demonstrating net workforce increases,
negotiating with muitilateral funding agencies for support
of large capital projects, and support for the services sector
that has the potential to provide at least short-term contract-
based employment. Without seriously addressing the unem-
ployment issue revival of domestic consumption will remain

a pipe dream.

The third policy focus must be inflation. The reality re-
mains that the cost of basics like food, medicines, educa-
tion, housing, electricity and transport remains high even
relative to other developing countries. While there has been
good progress at macro inflation targeting, the government
has been lax in dismantling inefficiencies at micro sector
levels that have resulted in the country becoming a high-

cost economy.

Fourth, Java-centric policymakers must realize that for
the economy to fire on all cylinders they must accelerate
infrastr_ucture improvements and spending in other key

zones like Kali

by the first quarter of 2010.

Riau, Bali, Sulawesi and

Papua. Despite their importance it is shocking to see the
neglect of basic infrastructure, Underdeveloped infrastruc-
ture breeds inefficiencies, facilitates rent-extorting mafia
and hampers the cause of sustainable development.

Finally, Indonesia must review the extent of its economic
openness which is much more than even developing coun-
tries that it seeks to emulate. Unfortunately, free markets
are not self-regulating as is mistakenly assumed and the in-
stitutions tasked to police these have proven to be negligent,
incompetent and impotent.

2009 could prove to be a defining year for Indonesia’s eco-
nomic revival. The promise of resilience is there but it needs
concerted policy reform and far-sighted action that tran-
scends short-term election-year politicking.

*Amol Titus is a senior management professional and

writer based in Jakarta.
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Keys to business survival
in inflationary times

Amol Titus

t was not very long ago t

the term “double whammy"

conjured a sense of foreboding
among  businesses fearing the
impact of two unexpected or
uncontrotlable factors. In the last
decade we heard about “triple”
even “quadruple” whammies with
the rise of even more inexplicable
and volatile variables. As oil
prices hover around US$140/bar-
rel, commodity prices (copper,
zine, lead, coal, cash and food
crops, even scrap and waste) reach
record highs, inflation and unem-
ployment hit double digits and the
distinctions between demand and
speculation blur, it's welcome to
the time of “multiple whammies”

For domestic market oriented
companies in Indonesia this repre-
sents a particularly challenging
period. At the input end costs of
production are rising significantly
while at the sales end customers
are becoming more careful, choosy
and demanding. Caught between
commodity cartels and opportunis-
tic punters, and product value and
bargain hunters, managements are
understandably concerned and
wondering what's within their
power to control and improve

The previous two Insight
columns addressed the challenges
of managing the supply chains
(input end) and distribution and
availability (customer end). With
bargaining power resting with raw
material suppliers and close link-
ages to global commodity fluctua-
tions companies have limited con-
trol over supply stability and raw
material prices, Proactive contract
management and hedging should
be pursued, but these cannot
reverse or reduce the seemingly
relentless cost inflation

Similarly, deft segmentation,
well researched product position-
ing and tactical campaigns are
only able to drive marketing
strategies up to a point. Product
push in Indonesia nowaday:
requires a slew of incentives in the
form of discounts, gifts, vouchers,
cash back schemes, fee and charge
waiv introductory offers and
[ree trials

Cutthroat pricing and value for
valime and

maner are the antia
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undet nding and dissecting the

“market pie” c anies are not

tations of at least 10 to 15 percent.
If the cost of public holidays
(among the highest in the world),
work disruptions due to natural
causes, compulsory bonus pay-
ments, rising cost of health cover-
age and real (though seldom
understood) costs of absenteeism
and transportation gridlocks is
added up, companies need a com-
mensurate increase in productivity
of at least 25 percent per employee
or risk negative correlations where
costs rise faster than revenues and
bottom line contribution becomes
a moving target.

And yet few companies develop
lhmr olg.muatmnal DNA along

ators like profit per empl

menters. These companies ¢
sciously turn implementation i
their competitive advantage
hiring and grooming expe
equipping them with resour
and decision-making autho
and maintaining an unrelent
focus on execution even dur
cyclical downturns. Teams av
re-inventing the wheel, are qu
to imbibe best practice and ¢
time develop implementat
track records in testing th
world environments. Excuses
generally not brooked and lau
or completion dates are con:
ered sacrosanct.

Contrast Jakarta's inconsiste
ly pr Busway with

completely sure about or diligent-
ly lr'ukm;, their internal PIE quo-
tients. sult, policy shifts get
more attention than productivity,
internal meetings elbow out actu-
al implementation drives and
earnings data replace efficiency
stats on the top of in-trays. Infla-
tionary times call for a recalibra-
tion of emphasis on the three PIE
constituents.

Productivity has assumed criti
cal significance in Indonesia. Pre-
viously, due to a mix of entry bar-
riers and patronage, competition
was limited in several sectors and
companies could get by with low
and flat productivity. For example,
in the garment business those on
the quota gravy train were assured
a recurring annuity business and
profitability, With quotas disman-
tled, orders are chasing productive
factories and repeat business will
depend on how local worker skills
and output benchmarks against
Vietnamese, Sr Lankan and
Bangladeshi counterparts

With an abundance of young
talent in the country, the produ
tivity challenge for companies
relates to two important aspects.
First, this requires striking the
right worker-automation balanc
While there is a labor cost advan-
tage in emerging market coun-
tries, this is increasingly being
offset by rapid technological
improvements .

Instrumentation, robotics, mini-
aturization and the outsourcing of
development and design necess
tate a need to enhance the effec-
tiveness of traditional labor-inten-
sive  manufacturine models bv

incremental sales per team,
increased market share per busi-
ness unit or contribution per new
production line.

Developing smart workers 1s
important, but so is creating smart
working conditions in which such
workers can excel and be produc-
tive. Expecting people to commute
long distances and then perform
in cramped offices with aging s
tems, paper intensive procedures
and a politicized environment is
totally unrealistic

ikewise, overly layered or
hierarchical structures end up
masking duplication and suffocate
a free flow of ideas, creativity and
innovation.

Pioneering companies  like

Apple, Nike, Infosys and Google to
name a few have invested in creat-
ing smart working environments
that mirror flexible college cam-
puses more than stuffy office
blocks. As a result, they have ben-
efited from high employee morale,
energy and innovation-led pro-
ductivity. If the world is indeed
flat companies need to get flatter
— lean, seamless, knowledge-
sed and ideas-driven,
Weak implementation, of which
the Jakarta Busway is a telling
ymbol, is one of the major causi
behind the premature death of
bright ideas. In addition budgets
are overshot, project milestones
get deferred and organizational
potential remains only partially
tapped. The end result is unful-
filled customer expectations, dilu-
tion of focus and a low return on
investment

Missed opportunities can come

mammoth infrastructure cre
for the Beijing Olympics, comp
ed almost a year ahead of schec

a testimony to the impleme:
tion prowess of the organizers
the very many contractors
have combined to deliver the
ished project with a strong s
of pride.

If implementation helps ¢
struct a particular business m
or infrastructure it is efficic
that helps maximize the v:
from it. Efficiency differenti
winners from losers by aimin
extract the best out of resou
available — people, machi
inputs, systems and processes. |
a shop floor engineer obse
with fine tuning, an effec
leader needs to constantly ¢
the efficiency mantra — raw m
ral usage, inventory managen
headcount deployment, en
savings, cost reductions, pre
re-engineering, waste tre
and recycling and measuremer
quality parameters. All shoul
quantified and tracked, leavin
room for subjectivity.

The efficiency discipline
helps periodically trim the org
zatiohal flab that invari
builds up during periods of
booms as was experienced du
2006-07. While blame car
passed around to opportun
suppliers, cutthroat compet
or fickle customers, as reg
efficiency the buck stops wit!
management

Inflationary times are hei
stay and over the next 12 t
months these will test the met
companies. Make no mistake
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Bali07 is a good starting point for
companies to understand the seriousness
of climate change issues and their significance

for Indonesia’s future. flask

tainly do
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s true and is  proven fact
the

The noble but challenging goal of
service quality needs 1o be based
on an understanding of 50

the inherent characteristics
erentiate services from produ

that di

Leadership success on
the wings of inspirationa

communication

authenticity of the message
and  sincerity of  the
messenger
Empathy with the target
audience is the third princi-
ple of communication. A good
example of this was how
Obama communicated his
vision for affordable univer-
sal health ¢ a hot button
issue — to voters. Apart from
the technicalities of the plan
he reminisced about  his
mother dying of cancer but
having to battle insurance
ympany bureaucracies over
claims, Many in the audience
a“Bush third term”or accept  could relate 1o this and
“more of the same”. And as  cheered at his vision for pro-
the momentum grew his opti-  viding ordinary citizens the
mism that “change was com-  same quality of health care as
ing to America” was met with s being received by members
tent to settle for the world as  an enthusiastic*Yes we can'™  of Congress
who have courage to which also became a simple Empathy was enhanced by
nake the world as it should  vet universally appealing  Obama’s  clearly  evident
be."This quotation highlights  campaign slogan interpersonal ski ngag:
how he communicated his g g T SRR
message of “hope” to millions
of Americans collectively
fatigued by prolonged war,
partisan politics and econom-
ic collapse
But in most countries vot-
ers — like employees in many
corporations are fatigued
and likely switched off the
ame old rhetoric, talk and
follow sounding promises. So
the challenge for Obama was
to energize his core support-
s, make the doubters pause
ind give him a chance and  The
more strategically expand his  that genuine passion and
base by appealing to the sentiment is what distin
undecided. In doing so he guishes sincere communica-
demonstrated an amazing tion from mere spin. “T will
mastery over some core prin- never forget that the only stently on display not just
ciples of communication, reason I'm standing here under the glare of cameras
The first principle is that is because somebody and publicity. These also
only uplifting and positive ewhere stood up for me  shone through during times
messages resonate over a when it was risky. Stood up  of pressure — serutin of his
length of time. Achieving this  when 1t was hard. Stood up  past assoctations with Rev
Is not easy given the negativ-  when it wasn't popular. And Wright and Bill Avers as well
ity all around us and the per-  because that somebody stood s during the tough negotis
vading sense of cynicism + stood up. And ns surrounding the W
Ru!i;vl than waging a losing then a few thousand stood  Street bailout package. As a
battle vfnr:' the s, up: and then a few million result he looked presidential
ama reached out to a  stood up; and standing up. to the neutrals in contrast to
prospective constituency with courage and clear pur- his opponent, who at times
voung voters below age 30. pose, they somehow managed appeared surly and overl
And the message to this gen- to change the world " Such reactive : o
eration was that “change stirring oratory left few “The fifth principle of effcc-
doesn't come from Washing- unmoved, largely also due to tive communication is smart
ton, change comes to Wash- the fact that there was also  usage of the various forms of
mgton” His signal was clear no disconnect ween the  contemporary media ,»\y-).u(

Amol Titus

hether  Barrack g
Obama becomes
succossful U

president and visionary glob-
al leader is a question the
future will decide. But we are
11l fortunate to be wit
one of the most ch
and effective communicators  §
'neration and a pow
ful exampie of how leader-
ship success is propelied on
the wings of inspirational
communication

“Hope is the bedrock of
this nation; the belief that our
destiny will not be written for
us, but by us; by all those men
and women who are not con-
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voung voters had a his-
toric opportunity to prevent

The first principle is that only uplifting
and positive messages resonate over
a length of time. Achieving this is not easy
given the negativity all around us and the
pervading sense of cynicism.

second principle is ing. connecting,
smiling and reass
was forceful vet polite, tough
yetrespectful, intellectual yet
accessible. These were con-

listening,
ing. He

fra his stirring spec
smart interviews and careful
ly choreographed TV O
made excellent use of online
communication through the
Internet. He used the Net ln
connect  with
youngsters, garner Mr
through an extensive c-col
tion drive as well as dr
youth into his campaign, phi
losophy and “change
sion”. Podcasts, blc
Tube, test messages
variety
communicate the core themes

Finally. for communication
to create u lasting ir
it must have subst B
amount of style can mask
mediocy
a skille

millions

tools were used

Obama is
so adept in written commu
nication and in The Audacity
of Hope he lays out succinet

ly the case for reject
extremes and adopting

middle path 1 am con
vinced that when
exaggerate or demonize
oversimplify or overstate our
case, we lose. Whenever we
dumb down the political
debate, we lose. For it's pre

cisely the pursuit of ideolog:
cal purity, the rigid ortho
doxy the sheer pre-
dictability of our current
political debate that keeps us
from finding new wavs to
meet the challenges we face

It's what keeps us locked ir
el thinking the
notion that we can only have
big government or no gover
ment; the assumption th
must either tolerate fo
million without health insur-
ance or embrace ‘socialized
medicine”

The opportur
and change, Obama made the
had to come from the
mml('r ate muddle. And largely
in part due to his outstanding
communication ability 1t did

her/or

ope

The columnist is a senior
management  professional
and writer based in Jakarta
Next month’s Insight contin
ues the discussion on commu
nication principles and their
application in the lo
porate context

al ror

For event speaker and guest lecture arrangements or
a book compilation of the articles of Amol Titus
contact information@indonesiawise.com
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