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 The Wharton School, Communications Office 

University of Pennsylvania 

319 Steinberg Hall - Dietrich Hall 

3620 Locust Walk 

Philadelphia, PA 19104 

 

Executive Summary 

This year, the Global Alumni Forum (GAF) was held for the first time in Jakarta, Indonesia. Keynote 

speeches by two high ranking ASEAN officials, Dr. Boediono (GRW’79), the Vice President, Republic of 

Indonesia, and Tan Sri Dato’ Dr. Zeti Akhtar Aziz (PhD’78), Governor, Central Bank of Malaysia, 

spotlighted Wharton’s network of policy influencers in the region. Presentations by top Wharton faculty 

and guests such as Jon Huntsman Jr. (C’87 HON’10 PAR’08 PAR’11), Former US Ambassador to the 

People’s Republic of China, highlighted our access to such knowledge that is of value to Indonesia 

whether through discussions on public policy, state investments and economic growth. As a result of 

this content, we were able to attract extensive coverage for maximum reach in the region and globally. 

The official press conference featuring Wharton Dean Thomas S. Robertson and Mr. Ari Ariwibowo 

(ENG’95 W’95 WG’01), member of the Global Alumni Forum Jakarta Organizing Committee attracted 

significant media coverage, and 78 media representatives/51 media outlets attended the GAF over the 

next two days. Interviews were held with several key constituents including Dean Robertson, whose 

opinion piece was placed in the Jakarta Post on June 22. 

Media interviews and placement  

In conjunction with our agency partner, Fleishman Hillard, extensive coverage of various Wharton 

faculty, Wharton senior administration, GAF invitees and Wharton alumni speakers was managed at the 

event. Interviews occurred in top Indonesian publications (Jakarta Post, Kompas, Jakarta Globe, Detik 

Finance, Investor Daily,) Malaysian outlets (Business Times, The Star) and international media (Reuters, 

Forbes, Fortune) 

 

It is with intention that the communications effort focused on top- tier 

publications with quality interviews and knowledge coverage.  

 

To date, we have had approximately 92 GAF-related media placements. 

 

Knowledge@Wharton 

K@W published an extensive regional report (see “Asia Grows, but Holds its Breath”) and will publish a 

piece based on the speech of Mari Pangestu, Minister of Tourism and Creative Industries.  
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No Media Publication Type No Journalist Mobile Phone Email Address

1 ABC News Newswire 1 Helen Brown 0811 1909033 Brown.helen@abc.net.au

2 Antara National Newswire 2 Indri 0852 16531547 Indria26@gmail.com;

Antara 3 Siska 0856 42104008 f.ninditya@yahoo.com

3 Bisnis Indonesia Daily 4 Ana 0815 86306400 Noviani.ana@gmail.com;

Bisnis Indonesia 5 Uja 0856 7985591 ujaaltaib@yahoo.com;

4 Bloomberg Newswire 6 Yudith Isa 0812 19291702 Yho3@bloomberg.net

5 Forbes Business Magazine 7 Desi 0812 83131506

6 Fortune Business Magazine 8 Nia 0817 9232363 nianovelia@gramedia-majalah.com;

Fortune 9 Robert Silaban 0815 900700

7 Jaringan News Online 10 Albi 0815 74770705 Albi_w@yahoo.com;

8 Kompas Daily 11 Dody 0857 55086824

9 Media Swaresi Daily 12 Ferdinand 0815 14619555 redaksi@swaresi.com;

10 MIX Magazine/Monthly 13 Ihsan 0812 9404869 ihsansulaiman@swamail.com

11 Nasionalis Rakyat Merdeka Online 14 Santi Widianti 0858 80264320 santiwidianti

12 Reuters Newswire 15 Ditha 0817 0911236

13 RRI VOI Radio 16 Andy 0856 7538943 Andy.ramdani@yahoo.com;

14 Seputar Indonesia Daily 17 Ajeng Nursalam 0812 10106488 Nur.ajengnursalin@gmail.com;

15 Sindo Weekly Magazine/Weekly 18 Usman 0811 1189604 Riau68@yahoo.com;

16 Tempo Magazine/Monthly 19 Harun 0817 261654 harukita@gmail.com;

17 Beritasatu Online 20 Mutiara 0856 1107002 Mutiaranda.aulia@beritasatumedia.com;

Beritasatu 21 Ayu M 0812 89212111 Rahayu.mutiara@beritasatumedia.com;

Beritasatu 22 Riyadhini 0812 30403633 Riyadhini.fatimah@beritasatumedia.com;

18 Bloomberg Newswire 23 Yudith 0812 19291702 Yho35@bloomberg.net;

19 Detik.com Online 24 Nia 0813 1649605 niepham@gmail.com;

Detik.com 25 Feby 0856 56299764 Feby.suatianto@gmail.com;

20 Dow Jones News Agency 26 Andre Andreasismar.sandiwan@dowjones.com

21 Forbes Business Magazine 27 Ratri 0877 88670097 ratri@forbesindonesia.com;

Forbes 28 Fajar 0821 25143375 Fajar@forbesindonesia.com;

22 Fortune Business Magazine 29 Gugun 0856 1025883 Gugun.as@gramedia-majalah.com;

Fortune 30 Evi 0852 1719678 Evi.ratnasari@gramedia-majalah.com;

Fortune 31 Robert

Fortune 32 Gloria 0818 02001696 gloriaharaito@yahoo.com;

23 Indonesia Finance Today Business Daily 33 Rivki 0812 14496509 Rivki.maulana@gmail.com;

Indonesia Finance Today 34 Data Cory 0877 88560609 Cr.anestia@gmail.com;

24 Investor Daily Business Daily 35 David 0817 9158494

Investor Daily 36 Grace 0817 9289487 graceamianti@gmail.com;

Investor Daily 37 Gita Rossiana 0852 22187168 Gita.rossiana@gmail.com;

Investor Daily 38 Farid 0813 15325988 Faridfirdaus89@gmail.com;

Investor Daily 39 Daniza 0857 100686030 Cut_eme@yahoo.com;

Investor Daily 40 Ridho 0813 74160665 Ridho.syukra@beritasatumedia.com;

Investor Daily 41 Agustiyanti 0856 97068756 agustiyanti@investor.co.id;

Investor Daily 42 Eko Aditya - -

Investor Daily 43 Inneke Lady 0817 9416989 citbuncit@yahoo.com;

Investor Daily 44 Ratna W 0812 3116844 Ratnaw86@yahoo.com;

25 Jakarta Globe Daily 45 Arientha 0818 899157 Arientha.ramdan@gmail.com;

26 Jurnal nasional Daily 46 Widya 0813 98697165 Widya_2412@yahoo.com;

27 Kompas Daily 47 Dody 0857 55086824

28 Kompas.com Online 48 Ester 0813 48486964 eneryana@gmail.com;

29 Kontan Business Daily 49 Astri Karina 0817 2353570 Kharina73@gmail.com;

Kontan 50 Nina 0856 91431190 ninaantika@yahoo.com;

30 Koran Tempo Daily 51 Martha 0877 70984714 Martha.thertina@yahoo.com;

31 Media Indonesia Daily 52 Gayatri 0812 9614027 gayatri@mediaindonesia.com;

32 Media Swaresi Media Parlement 53 Ferdinand 0815 14619555 redaksi@swaresi.com;

33 Merdeka.com Online 54 Idris 0856 92134144 idris@merdeka.com;

34 Nasionalis Rakyat Merdeka Online 55 Santi Widianti 0858 80264320 Santiwidianti70@gmail.com;

35 Okezone Online 56 Nia 0856 94474685 Nia_kawai@yahoo.co.id;

36 Rakyat Merdeka Daily 57 Aditya 0813 89583818 Saya.aditya@gmail.com;

Rakyat Merdeka 58 Putu 0858 10183390

Rakyat Merdeka 59 Putra 0856 1900136 Putra.hot@yahoo.co.id;

37 Republika Daily 60 Nura 0812 298008814 nurarepublika@yahoo.com;

38 RRI VOI Radio 61 Andy 0856 7538943 Andy.raomdoni@yahoo.com;

39 Sindonews.com Online 62 Dana 0856 93332770 roditodito@gmail.com;

40 Suara Pembaruan Daily 63 Yohanes Sirait 0816 703970 yohanesharra@hotmail.com;

41 The Jakarta Globe Daily 64 Fransizka Nangoy 0818 877068 Francezka.nangoy@gmail.com;

42 The Jakarta Post Daily 65 Uli 0877 80495573 Yuliasri_p@yahoo.com;

The Jakarta Post 66 Aulia 0811 807057 Ollie_rachmat@yahoo.com;

43 Tribun Online 67 Eko S. 021 914348979 ekosutriyanto@yahoo.com;

44 Vivanews Online 68 Nina 0812 86613557 Angelnina87@yahoo.com;

45 Vivanews 69 Nino 0856 59665599 innokazheps@gmail.com;

46 Detik Online 70 Feby 0856 56259764 Feby.sutanto@gmail.com;

47 Fortune Business Magazine 71 Nia Novelia 0817 9232363 nianovelia@gramedia-majalah.com;

Fortune 72 Anjar 0857 26918866 anjar@gramedia-majalah.com;

48 Globe Asia Business Magazine 73 Suhadi 0818 08295759 Had-suhadi@gmail.com;

49 Investor Daily Business Daily 74 Damiza 0857 20068680 Cut_meme@yahoo.com;

Investor Daily 75 Efi 9857 14162475 Efi.weasley@gmail.com;

Investor Daily 76 Alina 0811 359059 getimartalina@yahoo.com;

50 Nasionalis Rakyat Merdeka Online 77 Santi Widianti 0858 80264320 Santiwidianti70@gmail.com;

51 Sindonews.com Online 78 Dana 0856 93332770 raditodito@gmail.com;

Thursday, 21 June 2012

Friday, 22 June 2012

Saturday, 23 June 2012

Wharton Global Alumni Forum 2012

Media Attendance List 

21 - 23 June 2012
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PRESS CONFERENCE 

 

Venue : Rinjani Room, ground level, Grand Hyatt Hotel 

Time : 10.30 – 11.30 AM 

Layout : class-room 

Speakers: 

1. Thomas S. Robertson, Dean of The Wharton Business School, Reliance Professor 

of Management and Private Enterprise and Professor of Marketing. 

 

2. Ari Ariwibowo, Wharton Alumni, Founding Partner of Fairways Investment Group 

Worldwide Jakarta. 

 

Moderator & translator:  

Lystia Putranto, Account Manager, Fleishman-Hillard Jakarta (see attached CV) 

 

 

Time Description 

09.00 – 10.00 (30-60’) Briefing of spokesperson by FH 

10.00 – 10.30 (30’) Media registration  

10.30 – 10.35 (5’) Opening by moderator (FH) 

10.35 – 10.55 (20’) “Overview of Wharton Global Alumni Forum” by Thomas S. Robertson, Dean 

of The Wharton Business School 

 

10.55 – 11.15 (20’) “The business education in the global & local setting” by Ari Ariwibowo, 

Wharton Alumni, Founding Partner of Fairways Investment Group 

Worldwide Jakarta  

11.15 – 11.25 (20’) Q&A session lead by moderator (FH) 

11.25 – 11.30 (5’) Summary 

11.30  Closing. Refreshments will be provided. 

 

Media list: 

 

National National International 

1. The Jakarta Post 

2. Jakarta Globe 

3. Kompas 

4. Seputar Indonesia 

5. Media Indonesia 

6. Suara Pembaruan 

7. Koran Tempo 

8. Bisnis Indonesia 

9. Kontan 

10. Indonesia Finance Today 

11. Fortune 

12. Forbes  

13. Marketing 

14. SWA 

15. BusinessWeek Indonesia 

16. Business Review 

17. Tempo 

18. Globe Asia 

19. Eksekutif 

20. Kompas.com 

21. Detik.com 

22. Vivanews.com 

23. Beritasatu.com 

24. Metro TV 

25. SCTV 

26. RCTI 

27. TV One 

1. Dow Jones 

2. Bloomberg 

3. Asian Wall Street Journal 

4. Financial Times 

5. Reuters  

6. AP 

7. AFP 

8. Channel News Asia 

9. CNN 

10. ABC 

** Expected attendance: 20-30 media 
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PRESS RELEASE 

 

21 June 2012 

Wharton Global Alumni Forum in Jakarta offers discussion on 

future of region’s growing economy 

 

The Wharton School of the University of Pennsylvania, with a network of 91,000 alumni, will hold its 

prestigious Global Alumni Forum for the first time in Jakarta bringing together business, government and 

academic leaders 

 

Jakarta, Indonesia - With the theme “Jakarta, ASEAN and the World: Concentric Circles of Growth” the 

Wharton Global Alumni Forum (GAF) will be held for the first time in Jakarta on June 22 and 23, 2012.  

Dean Thomas S. Robertson of the Wharton School said, “Indonesia has a rapidly growing economy, and 

we are pleased to invite alumni and friends to Jakarta, which is quickly becoming one of the great 

commercial centers of the world.  Wharton is proud to enhance its presence across the globe by hosting 

this year’s Forum in such an important location. Throughout the history of Wharton’s GAFs, these 

exchanges have served as a catalyst for innovation, allowing best business practices to be shared on an 

international scale.” 

DR. Boediono, GRW'79, Vice President of the Republic of Indonesia, will serve as the honorary Chairman 

of the Forum in Jakarta. The Forum will introduce the dynamic economies of Southeast Asia to a broad 

audience of alumni from around the world. Keynote speakers include DR. Boediono; Tan Sri Dato' Dr. 

Zeti Akhtar Aziz, GW’74, GR'78, Governor, Bank Negara Malaysia; Governor Jon M. Huntsman, Jr. C'87, 

HON'10, PAR'08, PAR'11 Former U.S. Ambassador to The People’s Republic of China, Former Governor 

of the State of Utah, Washington, D.C.; Sir Rod Eddington, Chairman of JP Morgan Australia as well as 

former Chairman of both Cathay Pacific and British Airways; Mari Pangestu, Minister of Tourism and 

Creative Industries, Republic of Indonesia and Professor Jeremy J. Siegel, Russell E. Palmer Professor of 

Finance at Wharton. 

Alumni will be able to attend panels on topics of interest to the region such as investment in Indonesia, 

the challenges of the telecommunications industry, sustainability in Indonesia and private equity in 

emerging markets. Wharton’s leading faculty will also hold master classes in family business wealth 

management, corporate governance, decision-making, corporate diplomacy and marketing strategies. 

### 
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About the Wharton Global Alumni Forum     

Since 1993, forty-two Wharton School Global Alumni Forums have been held in thirty-five of the world’s leading 

cities across five continents including Shanghai, Mumbai, London, Beijing, Mexico City, Rio de Janeiro, Bogota, 

Dubai, Seoul, and Milan. For a full listing of the speakers and topics of the Wharton Global Alumni Forum in 

Jakarta, please visit: http://www.whartonjakarta12.com/ 

About the Wharton School 

The Wharton School of the University of Pennsylvania— founded in 1881 as the first collegiate business school — is 

recognized globally for intellectual leadership and ongoing innovation across every major discipline of business 

education. The most comprehensive source of business knowledge in the world, Wharton bridges research and 

practice through its broad engagement with the global business community. The School has more than 4,800 

undergraduate, MBA, executive MBA, and doctoral students; more than 9,000 annual participants in executive 

education programs; and an alumni network of 91,000 graduates 

 

For more information please contact: 

Teddy Arifianto 

Senior Manager  

Fleishman-Hillard Indonesia 

Phone   : 0811-188-1444 

Email     : teddy.arifianto@fleishman.com   
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No Media
Publication 

Type

Date of 

Publicity
Circulation Photo

Color / 

BW

Size Clmm or 

Page
Ad Value  PR Value Headline

1 The Jakarta Post n/d/g 22-Jun-12 85,000 n/a FC 330 mmc  Rp       16,170,000  Rp     48,510,000 Indonesia, Asia and the World

2
The Jakarta Post 

Online
Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 

Letter: Indonesia, Asia and the 

world

3 Kompas n/d/g 22-Jun-12 500,000 n/a FC 120 mmc  Rp       12,600,000  Rp     37,800,000 Brand Shows Competitiveness

4 Kompas.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,480,000  Rp     92,400,000 
Boediono: Indonesia Needs an 

Additional 25,000 MW Electricity

5 Kompas.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,480,000  Rp     92,400,000 
Building Railway, what private 

sector can get from this?

6 Kompas.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,480,000  Rp     92,400,000 
Vice President: Indonesia has 

Promised A lot of Things

7 Kompas.com Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,480,000  Rp     92,400,000 
Boediono Called Indonesian 

Economy a Komodo Dragon 

8 Kompas.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,480,000  Rp     92,400,000 Lippo Opens Mall in East Indonesia

9 Detik Finance Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Indonesian Industry Hard to 

Compete due to too many Political 

10 Detik Finance Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 

Boediono: Indonesia Needs 10,000 

km of Roads and 25,000 MW 

Electricity Power in 2020 

11 Detik Finance Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
VP: Average Indonesian people Eat 

Meat  7 kg/year, Malaysia 

12 Detik Finance Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 Wharton Alumni Meeting in 

13 Bisnis.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Vice President's Agenda: Vice 

President of Iran Visit the Palace

14 Bisnis.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Euro Crisis: Euro Official Suggests 

Taking The Middle Ground Policy

15 Bisnis.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 

Economic Growth: Vice President 

Optimistic to Obtain Growth of 

Over 6%

16 Sindonews Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
VP: Indonesia go through the 

economic crisis well

17 Sindonews Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Malaysia to Ease Ownership of 

Bank's Shareholders

18 Sindonews Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
Boediono: Indonesian Economy 

"Menggigit"

19 Kontan.co.id Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Malaysia works on bank ownership 

regulation

20 Kontan.co.id Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Boediono: Positive Economic 

Growth in Indonesia

21 Tempo.co Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
As an Alumnus, Boediono Urges 

Wharton to Review Indonesia

22
Media Indonesia 

Online
Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 

VP Describes Investment Potential 

at the Alumni Meeting

23 Beritasatu.com Online 22-Jun-12 100,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Malaysia's Central Bank: Our 

Regulation will be more Flexible

24 Okezone.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Malaysia to Ease Ownership of 

Bank's Shareholders

25 Okezone.com Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 Indonesia in need of Scientists

26 Okezone.com Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
Malaysia Meat Consumption has 

Surpassed Indonesia

27 Okezone.com Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
Boediono: Indonesian Economy 

"Menggigit"

28 Vivanews.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Lippo Continue Eyeing Land for 

Lavish Funeral

29 Infobanknews Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 

Governor of BNM Reluctant to 

Comment on Majority 

Shareholders Regulations

30 Infobanknews Online 22-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
Malaysia's Central Bank Attempt to 

Loosen the Banking Regulation

31 Antaranews Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 

VP: Indonesia's success of coming 

out from the financial crisis was 

not caused by mere Luck

32 Yahoo.com Online 22-Jun-12 300,000 1 FC 1 Page  Rp       15,000,000  Rp     75,000,000 

VP: Indonesia's success of coming 

out from the financial crisis was 

not caused by mere Luck

33 Investor.co.id Online 22-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 

VP: Indonesia's success of coming 

out from the financial crisis was 

not caused by mere Luck

34 Surabayapost.co.id Online 22-Jun-12 200,000 n/a FC 1 Page  Rp       15,000,000  Rp     45,000,000 Indonesia needs 25,000 MW

PERIOD                   : 21 June 2012 - 10 July 2012

TYPE OF REPORT : PR Value Report - Wharton Global Alumni 
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No Media
Publication 

Type

Date of 

Publicity
Circulation Photo

Color / 

BW

Size Clmm or 

Page
Ad Value  PR Value Headline

35 Jaringnews.com Online 22-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
Tomorrow, the VP and Wharton 

Alumni to Meet in Jakarta

36 Merdeka.com Online 22-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
Boediono Show Off Indonesian 

Economic Resilience 

37 Merdeka.com Online 22-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
Malaysia Recognizes Indonesia 

economic resilience

38 Merdeka.com Online 22-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 

Boediono Persuades Wharton 

Alumnus to Build Indonesian 

Economy

39 KR Jogja Online 22-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 Indonesia lacks of PhD Graduates

40 Pelita Online Online 22-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
In need of 25 thousand MW 

electricity for infrastructure growth

41 Pelita Online Online 23-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000  Vice President: Indonesia 

42
The Jakarta Post 

Online
Online 23-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 

RI Needs More PhD Graduates in 

Science: Kadin

43 Sindonews Online 23-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
SME's: The role of internet in 

creative economy

44
Tribunnews 

Pontianak
Online 23-Jun-12 200,000 n/a FC 1 Page  Rp       15,000,000  Rp     45,000,000 

Lippo to Develop Mall in Eastern 

Indonesia

45 Vivanews.com Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Minister Mari: twitter spur the 

creative economy

46 Investor Daily n/d/g 23-Jun-12 90,000 1 FC 1,170 mmc  Rp       46,800,000  Rp   234,000,000 
Communication is the key of 

corporate diplomacy

47 Investor Daily n/d/g 23-Jun-12 90,000 1 BW 945 mmc  Rp       28,350,000  Rp   141,750,000 Our regulation will be more flexible

48 Investor Daily n/d/g 23-Jun-12 90,000 1 FC 1,350 mmc  Rp       54,000,000  Rp   162,000,000 
Indonesia is fall under list of best 5 

economy

49 Jakarta Globe n/d/g 23-Jun-12 71,000 1 FC 835 mmc  Rp       49,682,500  Rp   248,412,500 
Malaysia May Liberalize Banking 

Sector

50 Kompas n/d/g 23-Jun-12 500,000 n/a BW 460 mmc  Rp       48,300,000  Rp   144,900,000 
VP Boediono: Indonesia Is very 

promising

51 Media Indonesia   n/d/g 23-Jun-12 50,000 n/a BW 480 mmc  Rp       25,440,000  Rp     76,320,000 Malaysia to loosen banking 

52 Rakyat Merdeka n/d/g 23-Jun-12 100,000 1 FC 495 mmc  Rp       19,305,000  Rp     96,525,000 

Boediono proud of Indonesian 

economy which as strong as 

komodo dragons

53 Suara Pembaruan n/d/g 23-Jun-12 285,000 n/a BW 510 mmc  Rp       20,655,000  Rp     61,965,000 BNM regulation to be more flexible

54 Suara Pembaruan n/d/g 23-Jun-12 285,000 1 FC 2,310 mmc  Rp     127,050,000  Rp   635,250,000 Economy grows rapidly

55 Suara Pembaruan n/d/g 23-Jun-12 285,000 n/a BW 940 mmc  Rp       38,070,000  Rp   114,210,000 
communication is the key of 

corporate diplomation

56 Analisadaily Online 23-Jun-12 200,000 n/a FC 1 Page  Rp       15,000,000  Rp     45,000,000 

Indonesian industry struggle to 

compete due to loads of political 

graduates

57 Inilah.com Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
creative economy can support 

Indonesia GDP

58 Inilah.com Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Ups! Social media to boost GDP 

according to Mari Elka

59 Inilah.com Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Indonesia Tourism spending 

reaches Rp15 T per year 

60 Inilah Jabar Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Mari Elka: Jakarta Miliki Banyak 

Produk Kreatif

61 Inspirasi Usaha Online 23-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
Boediono proud of Indonesia 

economy  growth 

62 Investor.co.id Online 23-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Communication is the key of 

corporate diplomatic

63 Jurnalmedan.co.id Online 23-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 
Indonesia is free of crisis due to 

Indonesia private sector

64 Kaltimpost.co.id Online 23-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 
The country is in need of 25,000 

MW electricity

65 Waspada.co.id Online 23-Jun-12 200,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 Jakarta has a lot of creative 

67
Nasionalis Rakyat 

Merdeka Wordpress
Online 23-Jun-12 100,000 2 FC 1 Page  Rp       12,000,000  Rp     60,000,000 

Wharton holds discussion of future 

economy growth in ASEAN region

68
Jurnal Nasional 

online
Online 23-Jun-12 200,000 n/a FC 1 Page  Rp       15,000,000  Rp     45,000,000 

Vice President: Potential growth in 

Consumption Sector 

69 Medan Bisnis.com Online 23-Jun-12 100,000 n/a FC 1 Page  Rp       12,000,000  Rp     36,000,000 
In 2020, Indonesia needs 10,000 

km road and 25,000 MW electricity

70 Merdeka.com Online 23-Jun-12 100,000 1 FC 1 Page  Rp       12,000,000  Rp     60,000,000 
Interconnection to push the 

growth of creative economy

71 Tribunnews.com Online 23-Jun-12 200,000 n/a FC 1 Page  Rp       15,000,000  Rp     45,000,000 Lippo to Open Mall in East 

72 Antarafoto.com Online 24-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 Indonesia and the world

73 Jakarta Globe Online Online 24-Jun-12 300,000 1 FC 1 Page  Rp       18,000,000  Rp     90,000,000 
Malaysia May Liberalize Banking 

Sector

74 Investor Daily n/d/g 25-Jun-12 90,000 1 FC 460 mmc  Rp       18,400,000  Rp     92,000,000 Global Alumni Forum
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No Media
Publication 

Type

Date of 

Publicity
Circulation Photo

Color / 

BW

Size Clmm or 

Page
Ad Value  PR Value Headline

75 Investor Daily n/d/g 25-Jun-12 90,000 1 FC 1,365 mmc  Rp       54,600,000  Rp   273,000,000 
Strengthen Mall and Retail, Lippo 

Invests Rp 3,6T

76 Investor Daily n/d/g 25-Jun-12 90,000 n/a BW 720 mmc  Rp       21,600,000  Rp     64,800,000 
Indonesia needs to boost paper 

production by 200%

77 Investor Daily n/d/g 25-Jun-12 90,000 n/a BW 340 mmc  Rp       13,600,000  Rp     40,800,000 
Hotel industry in need of new 

strategy

78 Investor Daily n/d/g 25-Jun-12 90,000 1 FC 405 mmc  Rp       16,200,000  Rp     81,000,000 Forest development

79 The Jakarta Post n/d/g 25-Jun-12 85,000 n/a BW 540 mmc  Rp       26,460,000  Rp     79,380,000 
Online Booking Becoming More 

Popular Among Indonesian 

80 Jurnal Nasional  n/d/g 25-Jun-12 50,000 1 BW 800 mmc  Rp       24,000,000  Rp   120,000,000 Indonesia and the world

81 Kontan n/d/g 25-Jun-12 74,937 1 BW 520 mmc  Rp       17,160,000  Rp     85,800,000 Sustainable forest development

82 Media Indonesia n/d/g 25-Jun-12 50,000 1 FC 220 mmc  Rp       17,160,000  Rp     85,800,000 Wharton Global Alumni Forum

83 Neraca n/d/g 25-Jun-12 31,270 1 BW 560 mmc  Rp         5,600,000  Rp     28,000,000 Indonesia and the world

84
The Jakarta Post 

Online
Online 25-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 

Online Booking Becoming More 

Popular Among Indonesian 

85
Indonesia Finance 

Today
n/d/g 26-Jun-12 75,000 1 BW 800 mmc  Rp       55,200,000  Rp   276,000,000 Asia consumption rate increases

86 Jakarta Globe.com Online 27-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
Private Equity Funds Plan to 

Splurge $3 Billion on Indonesia

87 Jakarta Globe.com Online 27-Jun-12 300,000 n/a FC 1 Page  Rp       18,000,000  Rp     54,000,000 
The Thinker: The Devil is in the 

Details

TOTAL ############ ###########

 1 US = Rp 

9,174 
195,204.11$     829,978.47$    

M    Magazine D Daily B L      Lifestyle  

N      Newspaper W Weekly W C  Children  

T     Tabloid M Monthly G Te  Teenager  

P Property O Online

Business & 

Women's 

 General News 
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Total Coverage : 92  

No. Media Headlines 

1 The Jakarta Post Indonesia, Asia and the World 

2 The Jakarta Post Online Letter: Indonesia, Asia and the World 

3 Kompas Brand Shows Competitiveness 

4 Kompas.com Boediono: Indonesia needs an additional 25,000 MW Electricity 

5 Kompas.com Building Railway, what private sector can get from this? 

6 Kompas.com Vice President: Indonesia is promising 

7 Kompas.com Boediono  referred Indonesian economy as the Komodo Dragon  

8 Kompas.com Lippo opens mall in East Indonesia 

9 Detik Finance Indonesian industry hard to compete, too many political scientists 

10 Detik Finance Boediono: Indonesia needs 10,000 km of roads and 25,000 MW electricity 
power in 2020 

11 Detik Finance VP: Average Indonesian people consume meat  at 7kg/year, Malaysia at 
27kg/year 

12 Detik Finance Wharton Alumni Gathering  in Jakarta 

13 Bisnis.com VP’s Agenda: Iranian Vice President Visit to the Palace 

14 Bisnis.com Euro Crisis: Euro Official suggests taking middle ground policy 
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No. Media Headlines 

15 Bisnis.com Economic Growth: Vice President optimists to obtain growth over 6% 

16 Sindonews VP: Indonesia survives from  the economic crisis  

17 Sindonews Malaysia to ease bank’s ownership share  

18 Sindonews Boediono: Indonesian economic “rocks” 

19 Kontan.co.id  Malaysia developing  bank ownership regulation 

20 Kontan.co.id Boediono: Positive economic growth in Indonesia 

21 Tempo.co As alumnus, Boediono urges Wharton to review Indonesia 

22 Media Indonesia online VP describes investment potential at the alumni meeting 

23 Beritasatu.com Central Bank Malaysia: our regulation will be more flexible 

24 Okezone.com Malaysia will loosen up banking shares 

25 Okezone.com Indonesia in need of scientists 

26 Okezone.com Malaysian meat consumption surpassed Indonesian 

27 Okezone.com Boediono: Indonesia economic “rocks” 

28 Vivanews.com Lippo continues eyeing land for lavish funeral 
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No. Media Headlines 

29 Infobanknews.com Governor of BNM inclined  to comment on majority shareholders 
regulations 

30 Infobanknews.com Malaysian Central Bank opts to loosen up banking regulation 

31 Antaranews VP: Indonesia’s succeed  from the financial crisis was not by mere luck 

32 Yahoo.com VP: Indonesia’s succeed  from the financial crisis was not by mere luck 

33 Investor.co.id VP: Indonesia’s succeed  from the financial crisis was not by mere luck 

34 Surabayapost.co.id Indonesia needs 25,000 MW 

35 Jaringnews.com Tomorrow,  VP and Alumni of Wharton will show off 

36 Merdeka.com Boediono showing off Indonesian economic resilience 

37 Merdeka.com Malaysia acknowledges Indonesia economic resilience 

38 Merdeka.com Boediono persuades Wharton Alumnus to help  build Indonesian 
economy 

39 KR Jogja Indonesia lacks of PhD graduates 

40 Pelita online In need of 25,000 MW electricity for infrastructure growth 

41 Pelita online Vice President: Indonesian Economic is strong and fierce  

42 The Jakarta Post online RI needs more PhD Graduates in Science: Indonesian Chambers of 
Commerce 
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No. Media Headlines 

43 Sindonews SME’s: The role of internet in creative economy 

44 Tribunnews Pontianak Lippo to develop mall in Eastern Indonesia 

45 Vivanews.com Minister Mari: twitter spur the creative economy 

46 Investor Daily Communication is the key of corporate diplomacy 

47 Investor Daily Our regulations  will  be more flexible 

48 Investor Daily Indonesia is in the list of best 5 economy 

49 Jakarta Globe Malaysia may liberalize banking sector 

50 Kompas VP Boediono: Indonesia is very promising 

51 Media Indonesia Malaysia to loosen banking regulation 

52 Rakyat merdeka Boediono is  proud of Indonesian economy, as  strong as  the komodo 
dragon 

53 Suara Pembaruan BNM regulations to be more flexible 

54 Suara Pembaruan Economy can grow rapidly 

55 Suara Pembaruan Communication is the key for corporate diplomacy 

56 Analisadaily.com Indonesian industry struggle to compete due to over burden of political 
graduates 
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No. Media Headlines 

57 Inilah.com Creative economy  able to support Indonesia GDP 

58 Inilah.com Ups! Social media to boost GDP according to Mari Elka 

59 Inilah.com Indonesian tourism spending reaches Rp 15T per year 

60 Inilah Jabar.com Mari Elka: Jakarta owns numerous creative products 

61 Inspirasi usaha Boediono felt proud of Indonesian Economic Resurgence 

62 Investor.co.id Communication is the key for corporate diplomacy 

63 Jurnalmedan.co.id Indonesia free from crisis due to private sector’s role 

64 Kaltimpost.co.id The country is in need of 25,000 MW electricity 

65 Waspada.co.id Jakarta possesses a lot of creative products 

66 Nasionalis Rakyat 
Merdeka Wordpress 

Wharton holds discussion of future economic growth in ASEAN region 

67 Jurnal Nasional online Vice President: potential growth in consumption sector 

68 Medanbisnis.com In 2020, Indonesia needs 10,000 km road and 25,000 MW electricity 

69 Merdeka.com Interconnection to push creative economic growth 

70 Tribunnews.com Lippo to open mall in East Indonesia 

71 Antarafoto.com Indonesia and the world 
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No. Media Headlines 

72 Jakarta globe online Malaysia may liberalize banking sector 

73 Investor daily Global alumni forum 

74 Investor daily Strengthen mall and retail sector, Lippo invests Rp 3,6T 

75 Investor daily Indonesia needs to boost paper production by 200% 

76 Investor daily Hotel industry in need of new strategy 

77 Investor daily Forest management 

78 The Jakarta Post Online booking becoming more popular among Indonesian travellers 

79 Jurnal Nasional Indonesia and the world 

80 Kontan Sustainable forest development 

81 Media Indonesia Wharton global alumni forum 

82 Neraca Indonesia and the world 

83 The Jakarta Post online Online booking becoming more popular among Indonesian travellers 

84 Indonesia Finance 
Today 

Asia’s consumption rate on the rise 

85 Jakarta Globe.com Private equity funds plan to splurge $3 billion on Indonesia 

86 Jakarta Globe.com The thinker: The devil is in the details 
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No. Media Headlines 

87 Portal CBN Boediono: Ekonomi RI Menggigit 

88 Business Times Malaysia Zeti: Ensure benefits are shared 

89 Jakarta Globe Indonesia’s ‘Komodo Economy’ Is Agile and Buoyant, but Can 

Bite: VP 

90 Live Trading News Asean Market Outlook 

91 Kiva Stories from the Field New Frontiers of Investing 

92 The Star - Malaysia Asia in ‘better state of readiness’ 
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Articles Summary 

No. Day/Dates Summary 

1 Friday, 22 June 2012 Media mostly covered Dr. Boediono, Vice President of Indonesia’s 
keynote speech at the opening of the Wharton Global Alumni Forum. 
Coverage focused on the robust economic growth and opportunity in 
Indonesia. 

2 Saturday, 23 June 2012 Main coverage was regarding on three aspects including Indonesia as 
potential growth and power, corporate diplomacy and Malaysian 
banking sector.  

3 Sunday, 24 June 2012 Topic covered were regarding corporate diplomacy, green economy and 
Malaysian banking sector including picture events of Wharton global 
forum speakers. Wharton was mentioned in all the news coverage and 
attributed at the second paragraph of the articles 

4 Monday, 25 June 2012 The content focused on Indonesian hospitality and tourism industry.  

5 Tuesday, 26 June 2012 News covered mostly on the increase consumption rate in Asia  

6 Wednesday, 27 June 2012 Media mentioned Indonesia’s economic performance and growth and 
the overall discussion during the global forum 
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MEDIA MONITORING 
Media : The Jakarta Post  
Title : Indonesia, Asia and the World 
Date : 22 June 2012 
Page : 8 
Size : 330 mmc 
AD Value : Rp 16,170,000 
PR Value : Rp 48,510,000 
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MEDIA MONITORING 
Media : The Jakarta Post Online 
Title : Letter: Indonesia, Asia and the  
   world 
Date : 22 June 2012 
Page : 
http://www.thejakartapost.com/news/2012/06/
22/letter-indonesia-asia-and-world.html 
Size : 1 Page 
AD Value : Rp 18,000,000 
PR Value : Rp 54,000,000 
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MEDIA MONITORING 
Media : Kompas 
Title : Economic Highlights : showing competitiveness  
Date : 22 June 2012 
Page : 18 
Size : 120 mmc 
AD Value : Rp 12,600,000 
PR Value : Rp 37,800,000 
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MEDIA MONITORING 
Media : Kompas.com 
Title : Boediono: 
Indonesia needs an additional 
25,000 MW Electricity 
Date : 22 June 2012 
Page : 
http://nasional.kompas.com/rea
d/2012/06/22/13230774/Boedio
no.Indonesia.Butuh.Tambahan.Li
strik.25.000.MW. 
Size : 1 Page 
AD Value : Rp 18,480,000 
PR Value : Rp 92,400,000 
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http://nasional.kompas.com/read/2012/06/22/13230774/Boediono.Indonesia.Butuh.Tambahan.Listrik.25.000.MW.
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MEDIA MONITORING 
Media : Kompas.com 
Date : 22 June 2012 
Page : Building Railway, 
what private sector can get from 
this? 
http://bisniskeuangan.kompas.c
om/read/2012/06/22/15180131
/Bangun.Jalur.Kereta.Api.Swasta.
Dapat.Apa 
Size : 1 Page 
AD Value : Rp   18,480,000 
PR Value : Rp   55,440,000 
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MEDIA MONITORING 
Media : Kompas.com 
Date : 22 June 2012 
Page : VP: Indonesian is 
promising 
http://bisniskeuangan.kompas.c
om/read/2012/06/22/12432855
/Wapres.Indonesia.Menjanjikan.
Banyak.Hal 
Size : 1 Page 
AD Value : Rp 18,480,000 
PR Value : Rp 92,400,000 
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MEDIA MONITORING 
Media : Kompas.com 
Date : 22 June 2012 
Title : Boediono  referred 
Indonesian economy as the 
Komodo Dragon  
Page : 
http://bisniskeuangan.kompas.c
om/read/2012/06/22/14503467
/Boediono.Sebut.Ekonomi.Indon
esia.Ekonomi.Komodo 
Size : 1 Page 
AD Value : Rp 18,480,000 
PR Value : Rp 55,440,000 
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MEDIA MONITORING 
Media : Kompas.com 
Title : Lippo opens new 
mall in Eastern Indonesia 
Date : 22 June 2012 
Page : 
http://bisniskeuangan.kompas.c
om/read/2012/06/22/23175534
/Lippo.Buka.Mal.di.Indonesia.Ti
mur 
Size : 1 Page 
AD Value : Rp 18,480,000 
PR Value : Rp 92,400,000 
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MEDIA MONITORING 
Media : Detik Finance 
Title : Indonesian industry hard to 
compete,  we have many political scientists 
Date : 22 June 2012 
Page : 
http://finance.detik.com/read/2012/06/22/1312
19/1948184/1036/industri-ri-sulit-bersaing-
karena-kebanyakan-sarjana-politik 
Size : 1 Page 
AD Value : Rp 18,000,000 
PR Value : Rp 90,000,000 
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MEDIA MONITORING 
Media : Detik Finance 
Title : Boediono: 
Indonesia needs 10,000 km of 
roads and 25,000 MW electricity 
power in 2020 
Date : 22 June 2012 
Page : 
http://finance.detik.com/read/2
012/06/22/110506/1948067/4/b
oediono-ri-butuh-10000-km-
jalan-dan-25000-mw-listrik-di-
2020?991101mainnews 
Size : 1 Page 
AD Value : Rp 18,000,000 
PR Value : Rp 90,000,000 
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Jumat, 22 Juni 2012 

Welcome Speech DR. Boediono, Vice President, Republic Of Indonesia at Wharton 
Global Alumni Forum 

Jakarta, 22 June 2012 

 

Good morning ladies and gentlemen, alumni and friends of the Wharton School.   

 

I warmly welcome all delegates to the 2012 Wharton Global Alumni Forum in Jakarta. For those 

traveling from overseas: Selamat Datang, welcome to Indonesia. 

 

This is the first time Wharton’s alumni forum is held in Indonesia.  It marks a very significant 

milestone in Wharton’s presence, contribution, and role in Indonesia and its fast growing economy. 

 

This Forum is held during a pivotal period in Indonesia’s economic development.  Indonesian economy 

was battered into a very bad shape during the 1998 Asian Economic Crisis. Since then, Indonesian 

government and its leaders have learnt the lessons and managed to steer Indonesian economy 

prudently that resulted into a much stronger economic numbers.  

 

We survived 2008 global financial crisis well. In the current European financial crisis, Indonesia still 

manages to key in over 6% GDP growth, a number that government in other regions wish to put in 

their rapport. 

 

The Economist magazine calls it the Komodo economy after our unique species of giant lizard.  It is 

meant to characterize an economy that is resilient, buoyant and (surprisingly) agile. But yes, Komodo 

also bites, unfortunately. 

 

This result does not come out of luck. It came from hard work of both government and private 

sectors. Many of our government companies have been privatized or publicly listed to improve its 

governance and professionalism. Six of our government owned companies are in Fortune 500 Global 

Companies.  

 

Yet Indonesia holds many more promises in store.  The country’s consumer, infrastructure, and 

resources sectors will continue to grow rapidly and provide opportunities for investment and trade. 

Indonesia’s large consumer and growing middle class is well documented.  But consider also that 

Indonesians now only consumes 7 Kg of meat per capita per year.  When compared to the 47 Kg per 

year that Malaysians consumes per capita, the growth potential is very obvious. 

 

Consider also our financial sector. Indonesia has a very well-capitalized and well-regulated banking 

sector.  It also has 120 banks active in the market.   

 

Therefore it is ironic that there are less than 15 million credit cards in the market, owned by 7 million 

people.  This type of statistics repeats itself throughout the financial sector – personal loan, life 

115



insurance, securities, and so on. 

 

In tourism, Indonesia’s potential is boundless and is barely touched.  With over 13,000 tropical islands 

visitors and investors will always find an unspoiled reef or a hidden beach waiting to be discovered. 

 

Indonesia also has tremendous needs for infrastructure.  In fact, this is the most immediate binding 

constraint of our growth. Based on our projections, Indonesia will need 25,000 Megawatt of additional 

power by 2020, about half of these will come from renewable geothermal energy, and over 10,000 km 

of additional road in a few years, new airports, ports, train system, among other things.   

 

The government is committed to implement its Public-Private partnership in developing these and 

other infrastructure projects. 

 

The Wharton community –its faculty, students, and alumni-- have been accumulating a massive pool 

of knowledge in economic management.  Over the years we have seen many breakthroughs and 

mistakes done by different governments and companies around the world.  These experiences have 

been well documented and researched extensively at Wharton.     

 

That extraordinary pool of knowledge and expertise should be shared. We therefore would like to 

extend our invitation to Wharton academics, students and alumni  

to take a more active role and work directly with our government to advise, coach, train, and in 

general share knowledge with our public sector so that we can make better decisions for Indonesia’s 

future.   

 

Intellectually, Indonesia represents a gigantic social laboratory with its one-trillion-dollar economy and 

counting, a young democracy in the process of massive transition from a very centralized, 

authoritarian regime to a vibrant democracy and decentralization, with all of its upsides and 

downsides.  

 

This is a place where a sheer intellectual power and competing socio-political and economic policies 

are put in practice. It is a very fertile ground for academic inquiry.  

 

I would therefore like to call on the Wharton school to establish a faculty research fund in Philadelphia 

to study Indonesia and to make possible continued collaboration with academic counterparts at 

Indonesian universities.  

 

The fund can facilitate faculties, current students, and alumni to contribute some of their time to work 

on our public policy issues. The impact of such an establishment for Indonesia and Wharton cannot be 

underestimated.  I am sure that the research fund can count on the financial support of friends of both 

Wharton and Indonesia.  

 

My call to public service also extends to our alumni in Indonesia, so few of whom currently work in the 

public sector.  Our government and state owned companies are open to former businessmen and 

academics where you can contribute for this great cause of building our great nation. 

 

I am pleased to note that the environment will be one of the key topics of this conference. 

 

The President and I have pledged our commitment to preserve and protect the natural environment 

and resources of Indonesia for the benefits of the people of Indonesia and all the future generations. 

Globally Indonesia is at the forefront of sustainable development movement. 
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Wharton is well known for its commitment to sustainable development and environmental 

protection.  I note with pleasure and extend my gratitude for Wharton's institutional commitment to 

this important topic through the work of its faculty and especially the Initiative for Global 

Environmental Leadership.   

 

You may already know that I was a graduate student at Wharton more than three decades ago.  I still 

remember the wise and inspirational professors who encouraged me to think rigorously, analytically 

and ethically.  

 

I have used and still use many of the things I learned at Wharton for the betterment of the people of 

Indonesia. Wharton is a great School, and I hope many more young Indonesians would be as 

fortunate as I was to gain such a rewarding experience. 

 

In closing, I wish to thank Dean Robertson and all Wharton board members, who have chosen Jakarta 

as its place for Global Forum. 

 

Hopefully, this event can bring an ever closer and productive relationship between Indonesia and 

Wharton with its vast network of alumni and business connections.  

 

I wish you a wonderful conference, 

 

Thank you 

 

Vice President of The Republic of Indonesia 

Boediono 
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“Asia in the World:  

Sustaining the Region’s Transformative Momentum” 

 

Keynote Address at the  

Wharton Global Alumni Forum 

 

Dr. Zeti Akhtar Aziz 

Governor, Bank Negara Malaysia 

 

Jakarta, Indonesia 

22 June 2012 
 

 
 

The global economy is experiencing a period of profound change. 

Asia is very much at the centre of this global change. Asia’s changing role 

in the global economy has not only been in terms of its growing size, but 

also in terms of its influence in global economic and financial 

developments. The issue before us is whether Asia will continue its 

transformative momentum over the medium to longer term, to become an 

increasingly important source of global growth and stability. 

  

Ladies and gentlemen, 

2. It is my very great honour and pleasure to be here in Jakarta to speak 

at this Wharton Global Alumni Forum. Exactly a decade ago1, I was actually 

                                                           
1 The speech was delivered on April 24, 2002 
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invited to speak on the same subject on the state and future of Asia at the 

Wharton School in Philadelphia. Then, having just emerged from the Asian 

financial crisis, the region was again being challenged by a series of 

economic and financial shocks, in particular, the bursting of the dot com 

bubble in the United States in the year 2000. Observers had questioned the 

sustainability of the region’s medium and longer term growth prospects. 

 

3. Now, five years into the global financial crisis, Asia is faced with an 

even more challenging and uncertain global environment, as significant 

spillovers originating from Europe and the United States are being felt by 

the region. Again, questions on the sustainability of the region’s economic 

growth prospects are being raised. My remarks today will focus on the new 

challenges that are confronting Asia, and whether its resilience built in this 

decade will now enable Asia to rise to these greater and more complex 

challenges. 

 

Challenges Arising from Global Spillovers 

Ladies and gentlemen, 

4. Given the degree of openness of most of the Asian economies, Asia 

is highly integrated with the global economy. While Asia benefited from this 
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openness, it also resulted in the region being more vulnerable to global 

financial and economic developments. Many previous episodes of 

economic recession and crisis were triggered by external shocks, which at 

times exacerbated and amplified domestic vulnerabilities. These include 

the commodity price shocks in the 1970s and ‘80s, the large swings of 

destabilising capital flows in the 1990s, the bursting of the tech bubbles and 

the SARs epidemic in the early 2000s, and finally the global recession 

which saw an unprecedented decline in global trade.  

 

5. The ongoing global financial and economic crisis is resulting in 

turbulence in the international financial markets. In part, this is emanating 

from the global policy spillovers arising from the unprecedented monetary 

easing, which has resulted in surges of capital inflows in search of higher 

returns in a low interest rate environment. This is followed by reversals 

arising from the deleveraging efforts to reduce public and private 

indebtedness. These volatile capital flows in the international financial 

markets have increased the volatility in exchange rates and asset markets. 

The low international interest rate environment has also been a factor that 

has increased the prospect for the financialisation of commodity markets. 
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6. Finally, there is the impact of the potential unintended consequences 

of the global financial regulatory reforms. The effort to implement the new 

global regulatory reforms is already underway in Asia, with many 

jurisdictions making significant progress. These reforms are aimed to 

significantly enhance financial institutional soundness and safeguard 

financial stability. Concerns have, however, been raised on the unintended 

consequences that may arise in the emerging economies, including its 

potential ramifications on the real economy. This underscores the 

importance to implement these reforms cautiously, including the need to 

conduct impact and behavioural studies, and to consider how the national 

implementation of these global standards should reflect the respective 

domestic experiences and circumstances. 

 

Factors Underlying the Transformation of Asia 

Ladies and gentlemen, 

7. Asia’s rapid growth trajectory over several decades has been 

underpinned by a number of fundamental characteristics. These same 

characteristics are still present and will continue to support the ongoing 

transformation that is currently taking place. More recently, distinct 

strategies have been implemented to strengthen further the 
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macroeconomic fundamentals and financial system soundness in the 

region. These stronger foundations, of steady growth, low unemployment, 

relatively low inflation, and strong and more developed financial systems, 

have strengthened Asia’s resilience and its ability to manage external 

vulnerabilities. They have placed Asia today in a stronger position to secure 

and sustain its future growth and stability, compared to a decade ago 

 

8. Three prominent characteristics that are common to most countries in 

the region have contributed to Asia’s economic success. First and most 

important is the economic flexibility of Asia – the ability to adjust to 

changing conditions without being weighed down by structural impediments 

and policy rigidities. The significant investment in productivity 

enhancements and technology is complemented by the high degree of 

capital and labour mobility. Financial reforms for deregulation and greater 

market orientation and liberalisation have also facilitated the region to 

continually shift resources to new areas of comparative advantage. These 

have not only enhanced Asia’s competitiveness, but also yielded a more 

diversified economic structure. More recently, the policy strategy has been 

to strengthen domestic demand as an important driver of growth. This will 

serve to anchor Asia’s growth prospects. As domestic demand strengthens, 
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Asia is transitioning from being global producers to becoming global 

consumers. This trend will also contribute towards more balanced global 

growth. 

 

9. Asia is one of the most diverse regions in the world – in terms of 

market size, stage of development, resource endowment, economic 

structure, financial sector development, and market systems. Asia has 

leveraged on the complementarities arising from this diversity. This is 

reflected in the increased cross-border production networks in Asia, where 

substantial gains have been experienced from the region being involved in 

the entire supply chain for a wide range of products and services. 

Increased intra-regional trade and investment over the recent decade has 

also resulted in a more diversified export structure – in terms of markets 

and products. Going forward, this diversity will continue to present 

significant opportunities in the form of large and growing markets across a 

wide spectrum of goods and services 

  

10.  Accounting for 60 percent of the world’s population, Asia is by far the 

most populous region of the world. This demographic advantage is a key 

economic asset for the region. In this current decade, a young middle class 
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population has emerged, and it is growing both in number and in affluence. 

Asia’s current middle class of 500 million people is projected to increase by 

more than six-fold, to exceed 3 billion people, by 2030. This tremendous 

increase in scale will significantly raise Asia’s potential to be important 

consumers in the global economy. In parallel, urbanisation and 

infrastructure development will reinforce this trend. This increase in 

consumption and the greater need for investment will anchor the growing 

importance of domestic demand in Asia. 

 

Ladies and gentlemen, 

11.  These fundamentals have been reinforced by the implementation of 

distinct strategies that have been undertaken in this recent decade 

following the Asian financial crisis, to strengthen the region’s ability to 

manage external shocks. The effectiveness of these reforms was put to 

test during the recent global crisis. While affected by the crisis, the effects 

on the domestic economies and financial systems have been relatively 

contained. Importantly, financial intermediation has not been disrupted, and 

the financial systems have continued the supply of credit to support the real 

economy. 
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12. Following the Asian financial crisis, wide-ranging financial reforms 

were undertaken to strengthen the financial systems of the region. The 

building of sufficient capital and liquidity buffers during good times provided 

the ability to support the continued credit intermediation process. Improved 

regulatory and supervisory approaches, underpinned by enhanced 

governance and risk management practices, have enhanced financial 

stability in the region. Enhanced surveillance arrangements and a wider 

range of policy tools have placed policymakers in better state of readiness 

to deal with problems in the financial system pre-emptively. 

Macroprudential policies have also been extensively relied upon to mitigate 

the risks from excesses and imbalances in the financial system. Continued 

efforts were also made to further advance financial sector development in 

the region. In particular, the development of the domestic bond market has 

served to reinforce the foundations for financial stability in Asia. Financial 

activities have also remained generally anchored by productive real 

economic activities. In addition to the region’s strong external position, high 

international reserves and more flexible exchange rates have also enabled 

Asia to absorb and adjust to changing external conditions.  
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13. The increasing cohesiveness of Asia is also a core strength and 

source of stability for the region. Steps have been intensified during this 

recent decade for greater financial integration. The motivation for greater 

financial integration is not only to unlock the growth potential of the region, 

but to achieve more effective and efficient intermediation of funds in the 

region, particularly by channelling the large surplus funds in the region to 

productive investments in the region. This would also support regional 

economic integration. While Asia’s trade with economies outside the region 

has doubled since 2000, intra-Asia trade has tripled. Now, more than fifty 

five percent of Asia’s total export is within the region. Intra-regional 

investment activity has also increased significantly during this decade. 

 

14. It is important to recognise that the approach to a more integrated 

Asia is different from that adopted by Europe. In the early 2000s, a study 

undertaken by the ASEAN ten economies concluded that the region did not 

have the preconditions for a single currency. A different route would 

therefore be taken to achieve greater integration. For the ASEAN region, it 

would involve a sequenced liberalisation of the financial sector and capital 

account, and the development of regional financial markets and financial 

infrastructure including the regional payments and settlement system. This 
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arrangement also allows for a gradual pace of integration to ensure 

domestic readiness and the flexibility to take into account the prevailing 

conditions and stage of development of the participating financial system. 

Regional collaborative efforts also have been significantly enhanced in the 

area of crisis management. The region is now well ahead in the areas of 

regional surveillance and supervisory arrangement, and in crisis 

prevention, management and resolution. Regional support mechanisms 

have also been established. There are also regional institutional 

arrangements in place for the active sharing of information on the emerging 

risks to regional stability and on building domestic capacities and to 

coordinate regional responses in the event of eminent risks to the region. 

These efforts will be further strengthened into the future.  

 

Islamic Finance as a Growth Area in Asia 

Ladies and Gentlemen, 

15. The rapid integration of Islamic finance into the international financial 

system is a growing feature in the financial landscape of Asia. 

Developments in several emerging economies in Asia have seen the rapid 

expansion of Islamic finance. Global Islamic financial assets are now 

estimated to be more than 1 trillion US dollars. While more than 60 percent 
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of the world’s Muslim population is in Asia, the interest in Islamic finance 

transcends to beyond this community. The inherent principle of Islamic 

finance, which requires financial transactions to be accompanied by 

underlying economic activity, ensures the close link between the expansion 

in financial assets with the real economy. It also increases its potential in 

fostering sustainable growth. This has positioned Islamic finance to be well-

anchored to serve the real economy, and enhances its potential as a 

sustainable and stable form of financial intermediation.  

 

16. With the intensification of the internationalisation of Islamic finance, it 

has an increasing role in bridging economies through the mobilisation and 

channelling of funds to productive investment activities across borders. 

More than 600 Islamic financial institutions operate in more than 75 

countries. The sukuk market is fast becoming an important platform for 

international fund raising and investment activities that are generating 

increased cross-border flows. From an outstanding amount of 33 billion US 

dollars in 2006, the sukuk market has expanded to 180 billion US dollars by 

the end of 2011, of which 66 percent originated from Asia. There has also 

been a growing trend for multi-currency sukuk issuances in Asia, attracting 

global investors to participate in this market.  
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17. In reinforcing the internationalisation of Islamic finance, global 

initiatives have been taken to strengthen its institutional and international 

infrastructure, with emphasis in ensuring financial stability. International 

prudential standards and best practices have been issued by the Islamic 

Financial Services Board, which was established in 2002. The industry is 

also guided by international accounting standards that have been issued by 

the Accounting and Auditing Organisation for Islamic Financial Institutions, 

which was established in 1990. The International Islamic Liquidity 

Management Corporation (IILM), established in 2010, is a further global 

collaborative effort to enhance liquidity management in the Islamic financial 

system.  

 

Conclusion 

Ladies and gentlemen, 

18. To fully realise the Asian potential, continuing the transformative 

momentum of the region will not be complete without ensuring that the 

benefits of development are widely shared. Experience has shown, even in 

the advanced economies, that when inequality is high and a significant 

proportion of the population is excluded from the opportunity to participate 

meaningfully in income and wealth generation, instability follows. To ensure 
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that rapid economic growth and transformation does not further widen the 

social divide and disenfranchise those who remain excluded from its 

benefits, access to high-quality, healthcare, social security and financial 

inclusion is now an important focus of the region.  

 

19. The contour of the global economy is fundamentally changing amidst 

mounting challenges and continued uncertainties. In this environment, Asia 

has become an important source of stability. While the region is affected by 

the ongoing economic and financial crisis originating from Europe and the 

United States, the Asian region continues to remain on a growth trajectory, 

although at a more modest level. Greater regional cohesiveness and 

cooperation, however, has enhanced Asia’s potential to address these new 

challenges that are confronting the region. The success of the region is not 

only in the interest of the Asian economies, but the world. 

 

Thank you. 

 

Bank Negara Malaysia 

22 June 2012 
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Asia Grows, but Holds Its Breath
Emerging economies such as China, India and Indonesia have been on a roll for the past few years. 
Their GDP has been growing at a robust pace while the U.S. and Europe have been struggling to 
recover from the financial crisis of 2008. Today, while these economies are still growing, the pace is 
beginning to slacken. Trepidation is the dominant mood. 

In this special report, prepared to coincide with Wharton’s Global Alumni Forum in Jakarta, 
Knowledge@Wharton explores these issues in detail. The report features an overview of the 
strengths and challenges of the fast-growing Indonesian economy as well as trends in consumer 
spending and commodities trading, the twin engines of growth in that country. In addition, the report 
analyzes what a slowdown in China might mean for the world economy and examines the key issues 
facing China’s financial system. It also looks at Microsoft’s growth strategy in India and the lessons it 
holds for companies that seek new opportunities in emerging markets in these challenging times.
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Indonesia’s Economy Is Surging Forward, but Challenges Abound Page 1
With GDP growth of more than 6% expected this year, Indonesia’s economy is stronger than it has been in years. 
The country is soon expected to join the club of nations with an annual GDP of more than $1 trillion, and foreign 
direct investment is at a record high. The stock market is booming and net foreign debt is less than 10% of GDP. 
Still, according to experts from Wharton and elsewhere, Indonesia faces several challenges. The country will 
need to continue economic reforms in order to sustain its performance. 

China’s Antiquated Financial System: The Creaking Grows Louder Page 4
China’s 30-year economic miracle is now up against an antiquated financial system that threatens to hold it back. 
If the country is to fulfill its aspirations to move from a low-wage manufacturing and export-based economy 
to a higher-margin, knowledge-based economy, it will take a far more efficient financial system to support the 
innovation needed to advance. And that requires a new financial relationship with the rest of the world, based on 
trust and transparency. A big question is whether that is politically possible yet.

Ravi Venkatesan: Winning in India Can Help Companies Win Globally Page 7
Under Ravi Venkatesan’s leadership from 2004 to 2011, Microsoft India’s revenues grew fivefold and the country 
became one of the fastest growing markets for the software firm. Last year, the 49-year-old Venkatesan quit as 
chairman of Microsoft India to explore new ground. He is now working on a book about why it is imperative for 
multinationals to succeed in India. In an interview with India Knowledge@Wharton, Venkatesan suggests that the 
capabilities that companies develop in India can help them win all over the world.

Twin Engines: How Consumer Spending and Commodities  
Drive Indonesia’s Growth Page 12
Domestic consumption accounts for almost two-thirds of Indonesia’s gross domestic product, while sales of 
lucrative commodities – such as coal, palm oil and gold – make up much of the remaining third. Rising prices for 
the natural resources that Indonesia has in abundance have helped push millions of people into the middle class, 
increasing their purchasing power and driving a boom in sales of everything from cars to cosmetics to air travel.

China’s Gravity-defying Economy: How Hard Will It Fall? Page 15
As China’s high-octane economy shifts into lower gear, virtually everyone agrees that the double-digit, super-
charged boom years are drawing to a close. Speculation over the possibility of a so-called “hard landing” for 
the country flourishes with each boom and bust cycle, only to die down as China’s growth revs up again. This 
time, however, both external and internal factors — including global conditions, domestic politics and financial 
trends — are reinforcing the downturn. Many experts warn that without some painful reforms, there will be worse 
trouble to come. 
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In the middle of Jakarta stands a statue 
of Krishna and Arjuna, central characters in 
the Mahabharata, the Indian epic. They are on 
a chariot pulled by 11 horses in full gallop. It 
is an appropriate metaphor for the Indonesian 
economy, which has surged forward to its 
highest level in years. While growth is expected 
to be 6.1% in 2012, on June 7 the Jakarta Globe 
reported the government reckons it to be 7.2% 
next year. (World Bank estimates previously had 
suggested 6.4% growth in GDP in 2013.) 

That’s not all. By the end of this year or early next 
year, Indonesia may join the club of 15 countries 
with an annual GDP of more than $1 trillion. In 
2011, foreign direct investment reached a record 
$19.3 billion and exports grew by 29%, reaching 
$203.62 billion. Fitch Ratings in December 
granted Indonesia an investment-grade credit 
rating after 14 years of junk status, and Moody’s 
Investors Service followed in January. 

Indonesia’s net foreign debt is now less than 
10% of GDP, and a real possibility exists that the 
country might become a net creditor by the end 
of next year. Moreover, Indonesia’s stock market 
is booming. It was one of Asia’s best-performing 
markets, gaining 3.2% at a time when other 
exchanges suffered due to the global financial 
crisis. In April, the World Bank noted that 
“despite both domestic and international risks, 
Indonesia’s economic fundamentals are solid.” 

Indonesia has seen rapid economic growth 
before — but the country also faces several 
risks and challenges. Experts at Wharton and 

elsewhere wonder whether this growth is 
sustainable. Philip M. Nichols, a professor of legal 
studies and business ethics at Wharton, is upbeat. 
He believes Indonesia’s large internal market 
has enabled the country to weather the global 
economic crisis relatively unscathed. According 
to him, Indonesia is finally beginning to climb 
out of the “institutional hole” that it found 
itself in pre-1997 when rapid growth papered 
over deep faults and eventually led to a crash. 
Indonesia’s large internal market — two-thirds of 
its consumption is internal — makes its economy 
resilient. Furthermore, the country has better 
institutions, less distortion and greater reliance 
on markets.

Indonesia is in the middle of an unprecedented 
consumer boom. Scooters, cars, smartphones, 
ice-creams and skincare products are all in 
demand. The middle class is growing, and newly 
affluent Indonesians are spending. Big brand 
names are visible on televisions, bill boards 
and on Jakarta’s streets. When it comes to 
commodities, the growth of China and India has 
given a fillip to the Indonesian economy. Both 
demand coal and gas while the entire world is 
hungry for palm oil.

Indonesia’s Economy Is Surging Forward, but Challenges Abound

Indonesia’s large internal market – two-
thirds of its consumption is internal – 
makes its economy resilient. 
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institutions for a sprawling archipelago with 
a population of 240 million people from more 
than 300 ethnic groups speaking 737 languages 
is tough. This is made tougher because of the 
legacy of Dutch colonial rule followed by decades 
of authoritarian rule after independence in 1945. 
Indonesia has a gargantuan bureaucracy that is 
often criticized for acting too slowly.

To add to Indonesia’s woes, its political system 
is fragmented. President Susilo Bambang 
Yudhoyono is the head of a six-party coalition 
who seeks to rule by consensus, but this is 
often difficult to achieve because of conflicting 
agendas. Politicians draw their power from 
patronage, which means that there is an incentive 
to create policies that benefit wealthier segments 
of the population. 

Consider fuel subsidies, for example. According 
to the 2009 household survey conducted by 
the World Bank, 40% of the direct benefits to 
households from fuel subsidies go to the richest 
10% of households, and less than 1% of the 
subsidies go to the bottom 10%. Further, with the 
price of Brent crude oil topping $105 a barrel, fuel 
subsidies are costing the exchequer a huge sum. 
Recent attempts to cut back the subsidies have 
resulted in street protests and parliamentary 
rebellion. As a result, fuel subsidies remain 
unchanged. In light of the continuing high price 
of oil, Shubham Chaudhuri, the World Bank’s lead 
economist in Indonesia, remarked last month 
that the government would end up spending 
between $20 billion and $30 billion every year 
on subsidies instead of using funds “for roads, 
health care, alternate energy sources and helping 
poor households.” 

Corruption poses another challenge for growth. 
For instance, Muhammad Nazaruddin, the former 
treasurer of the ruling party, was convicted in 
April of defrauding the exchequer to the tune of 
$365 million by inflating construction tenders 
for the 2011 Southeast Asian Games. He claims 
that he did this to raise funds for the party and 
not for personal gain. Senior party members 
and even ministers are now suspects in this 
scandal, which, according to The New York Times, 
has “riveted the nation and shaken the party of 
President Yudhoyono.” 

Dutch Disease? 
While commodities are driving growth, they 
are also creating the risk of a Dutch disease for 
Indonesia. The Dutch disease refers to the fact that 
an increase in exploitation of natural resources 
leads to a decline in the manufacturing sector in 
the economy due to exchange rate appreciation. 
Manufacturing has lagged behind almost every 
other sector of the Indonesian economy. This is 
unhealthy in the long term, according to Richard 
J. Herring, co-director of the Wharton Financial 
Institutions Center, who believes Indonesia 
should focus on infrastructure and human capital 
formation to wean itself away from its resource 
base. Other regional competitors, such as 
Vietnam, have been focusing on education and 
infrastructure while Indonesia has been lagging 
behind on both fronts.

Indonesia ranks 124th out of the 187 countries 
surveyed by the 2011 Human Development 
Index. Apart from the University of Indonesia, 
its universities have slipped in the 2011 World 
University Rankings. The overall level of 
educational attainment is relatively low; some 
50% of the labor force has an elementary school 
certificate or lower. Only 40% of the labor force 
has secondary education and a little more than 
5% has diplomas and university degrees. This 
leads to a problem of labor underutilization, such 
as unemployment and underemployment.

These challenges are compounded by a shortage 
of infrastructure. Indonesia desperately needs 
ports, roads, railways, power and broadband. 
Broadband use is only about 18% of all Internet 
users in Indonesia. More importantly, while 
its neighbors are busy building new ports or 
expanding old ones, Indonesia appears to be 
lagging behind. The World Bank’s Logistics 
Performance Index ranked Indonesia at 75th out 
of a total of 155 countries surveyed. Malaysia, 
Thailand, Philippines and Vietnam are all ranked 
above it, and the differential is only likely to 
increase as they are all investing in infrastructure.

Role of Government
As a young democracy, Indonesia’s government 
institutions are still evolving. The highly 
decentralized political system makes decision 
making arduous and protracted. Forging 
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What will this combination of growth potential 
and serious challenges mean for Indonesia’s 
future? According to Herring, “Indonesia could be 
one of the leading economies in the world,” but 
to get there, the country will need to implement 
reforms. At the moment, the International 
Financial Corporation and World Bank rankings 
for doing business place Indonesia at number 
129 out of a total of 183 countries. The same 
index ranks Indonesia at 155th for starting a 
business, at 156th for enforcing contracts and at 
161st for getting electricity. 

With reforms, over time, things are likely to get 
better. A new land acquisition act was passed in 

December. This is likely to increase spending on 
infrastructure, and already there are signs that 
this is beginning to happen.

One of Indonesia’s greatest strengths is its 
culture of tolerance. No other Islamic country has 
a statue of Krishna, who is revered by millions of 
Hindus, in the middle of its capital. If the country 
can build upon such strengths while also being 
mindful of its challenges, there is a strong chance 
that the metaphorical chariot will continue to 
speed forward without faltering. 
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In April, Chinese Premier Wen Jiabao 
took aim at China’s powerful state-owned banks. 
According to Reuters, he said at a discussion 
with local businesses: “Frankly, our banks make 
profits far too easily. Why? Because a small 
number of major banks occupy a monopoly 
position, meaning one can only go to them for 
loans and capital. That’s why right now, as we’re 
dealing with the issue of getting private capital 
into the finance sector, essentially, that means we 
have to break up their monopoly.”

Wen’s attack on China’s big banks, followed two 
weeks later by the Chinese central bank’s move to 
widen the renminbi-to-dollar trading range from 
0.5% to 1%, raises the question of whether China 
is about to accelerate bank and financial system 
reforms. Against the backdrop of the spectacular 
fall of Chongqing Communist Party boss Bo Xilai, 
who upheld the heavy hand of the state-owned 
enterprises in the economy, and the dramatic 
escape of political prisoner Chen Guangcheng, 
are liberal reformers now gaining momentum as 
China undergoes its next leadership transition 
this fall? 

Experts say further financial liberalization is 
in the cards, as both domestic and external 
pressures mount. “The fall of Bo Xilai pushes up 
reform forces in the Chinese party, government 
and society, and that’s a good sign,” says Hoest 
Loechel, professor at Frankfurt School of Finance 
and Management in Germany and a visiting 
professor at the China Europe International 
Business School (CEIBS) in Shanghai. Pieter 
Bottelier, senior adjunct professor at the 
Johns Hopkins University School of Advanced 
International Studies (SAIS) and former World 
Bank chief of resident mission in Beijing, predicts: 
“Liberalization of bank interest rates could 
come very soon, by the end of the year, linked 
to further internationalization of the renminbi 
(RMB).” He notes that the People’s Bank of China 
(PBOC) says the time is right for China to open 
its capital account in phases, starting over the 
next three years, transitioning to full financial 
liberalization in five to 10 years.

To date, the state-dominated financial sector has 
funded the extraordinary growth in China’s real 
economy, averaging 10% a year over the last 30 
years. “The striking thing about China’s reform 
model is that they have used the financial sector 
as a tool to achieve reform in the real economy,” 
says Bottelier. But, says Gary Liu, deputy director 
of the China Europe International Business 
School’s Lujiazui International Finance Research 
Center in Shanghai, this system can also end 
up holding back the domestic economy. “Soon, 
this lag in financial sector reform will drag 
down growth in the real economy,” especially 
as China aspires to transition from a low-wage, 
investment-led, manufactured export-based 

China’s Antiquated Financial System: The Creaking Grows Louder

“The fall of Bo Xilai pushes up reform 
forces in the Chinese party, government 
and society, and that’s a good sign.”

– Hoest Loechel, professor, Frankfurt School of 
Finance and Management; visiting professor, China 

Europe International Business School (CEIBS)
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economy to a higher-margin, consumption-
led, knowledge-based economy. “If you want 
innovation, one precondition is an efficient 
financial system,” Liu notes. “That’s why the 
U.S. is so strong in innovation, because U.S. 
companies, at whatever stage of growth, can 
borrow money — from private equity, banks 
or the stock market. In China, many small- to 
medium-sized enterprises (SMEs) have to bribe 
government officials to get loans.”

Though China’s top banks have acquired private 
shareholders via initial public offerings over 
the last decade, the government still controls 
bank deposit and lending rates, and maintains 
ownership stakes and considerable control of 
banks. The Big Five — the Bank of China, the 
Industrial and Commercial Bank of China, China 
Construction Bank, Bank of Communications 
and Agricultural Bank of China — together 
dominate the sector with a 50% market share of 
total assets, according to Loechel. Under China’s 
controlled deposit and loan rates, banks receive 
a guaranteed spread of about three percentage 
points. In turn, the banks lend at favorable 
terms to state-owned enterprises, often for large 
infrastructure investments. About 90% of Chinese 
companies’ financing comes from bank loans, 
according to the World Bank.    

Internal and External Pressures
Meanwhile, ordinary household savers are on 
the short end of the stick. Factoring in inflation, 
they earn negative interest rates of about 2% 
from their deposits. With China’s bank deposits 
totaling 80 billion RMB last year, that negative 
return amounts to $1.6 trillion RMB, notes Liu. 
CK. Raising interest rates on household savings 
deposits would boost domestic consumption, 
drive growth and help alleviate social inequality.

Household-funded nation building can work 
as long as the economy is growing. But it can 
foment discontent when the economy starts 
slowing, say experts. “This kind of financial 
system can generate tremendously high 
levels of economic activity because it forces 
the household sector to subsidize borrowing 
costs very heavily,” says Michael Pettis, a 
professor at Peking University’s Guanghua 
School of Management, specializing in the 
Chinese financial system. “As long as growth 

rates are high and the investment is not being 
wasted, this system is sustainable and wealth 
generating, but … once we shift into a phase 
where investment is being misallocated, the 
system tends to generate unsustainable levels of 
debt.” Adds Wharton finance professor Franklin 
Allen: “The economy can keep growing at 7% 
to 8% per year by building infrastructure in 
Tier II and II cities, but China probably wants to 
start some reforms to make sure the economy 
doesn’t fall any further when that infrastructure 
development is completed.”

Meanwhile, external pressures are building, 
too. The biggest driver is China’s desire to 
internationalize its currency, says Allen. China 
must lessen its dependence on the U.S. dollar 
and euro, viewing both as becoming less reliable 
as a store of value for China’s massive foreign 
reserves. To internationalize the RMB, “China 
needs to open up the capital account, and let 
money in and out more easily,” Allen says.

To maintain a stable RMB-to-dollar exchange 
range so far, China has had to ensure that 
Chinese and U.S. interest rates do not diverge 
widely, to prevent higher Chinese interest rates 
from driving up the RMB’s value. Since that 
makes China unable to use interest rates as 
a monetary policy tool, the PBOC has relied 
primarily on administrative controls, such as 
bank reserve requirements and loan growth rate 
targets, to control inflation. Allowing greater 
exchange rate flexibility will open the way for 
more market-based interest rates in the domestic 
financial system — both for inflation control 
by the PBOC and for more efficient, market-
driven capital allocation by the banks. “If China 
continues to be the world’s largest exporter and 
second-largest importer, and holds aspirations 
for RMB to be at least one of world’s reserve 
currencies, they have to make these changes 
to the financial system over the next five to 10 
years,” says Wendy Dobson, a professor at the 
University of Toronto’s Joseph L. Rotman School 
of Management. 

Yet, some experts say true liberalization 
cannot occur until banks stop performing the 
government’s fiscal functions. Yukon Huang, 
a former World Bank economist and now 
senior fellow at the Carnegie Endowment for 
International Peace in Washington, D.C., notes 
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that government expenditure in Europe is 45% 
of GDP; in the U.S., 30% to 35%; and in China, 
only 28%. “How can a socialist economy have 
such a low share of government spending?” asks 
Huang. “Government spending is done through 
the banks.” While there is nothing wrong with 
government spending through the banks or the 
budget, “as long as the money is well spent,” 
he says, in the long run, “the broader question 
is how to reform the budget system. Are the 
country’s institutions strong enough” to be able 
raise and collect taxes, rather than relying on 
household bank deposits?

But, as Wharton management professor Marshall 
W. Meyer notes: “China rarely institutes 
sweeping reforms in one stroke. Maybe now is 
the time to experiment seriously in banking.” 
For now, to continue the path of financial 
liberalization, analysts are recommending that 
China take the following major steps:

Liberalize interest rates. A flexible exchange rate 
will bring pressures to liberalize bank interest 
rates. Wharton’s Allen anticipates China’s first 
step in bank reform is to lift controls on deposit 
and loan rates. That move could shrink the spread 
between the two from three to one percentage 
point, “challenging the business model of the 
big banks,” says Loechel. Today, about 80% of 
Chinese bank revenues come from lending, 
compared to an international average of 50%, 
he says. But Chinese banks can still thrive if 
they follow the example of the Bank of China, 
which already makes 30% of its revenues from 
asset management. If banks double their current 
commission business, even while their interest 
spreads decline and labor costs rise, the big 
Chinese banks will still have a greater return on 
assets than their Western counterparts, he says.

Promote private-sector lending. To address the 
pressing need to finance private SMEs, China 
should allow private investors to invest in 
the banking system, says Liu. The handful of 
privately owned Chinese banks, including China 
Minsheng Bank, Ping An Bank and Zhejiang 
Tailong Commercial Bank, are doing well, 
he notes. In March, Chinese officials named 

Wenzhou in Zhejiang province a “special financial 
zone,” to encourage the growth of private lending 
institutions. Separately, the Supreme Court 
overturned its earlier death penalty ruling for Wu 
Ying, a Zhejiang-based entrepreneur accused of 
illegally raising money from private investors, 
signaling government openness to private-sector 
financing.

Create other capital markets. To give banks more 
competition, companies an alternative source 
of funding and households potentially higher-
yielding investment vehicles, China should set up 
a corporate bond market, says Dobson. In March, 
China Securities Regulatory Commission chief, 
Guo Shuqing, said China could open up a junk 
bond market soon to help finance private SMEs. 
If so, China needs to strengthen the rule of law, 
says Dobson. “Financial markets are transparent 
and run on trust and confidence, based on rules 
and laws that are enforced,” she notes.

Strengthen bank supervision and deposit 
insurance. As China liberalizes its banking 
system, it must concurrently build bank 
supervisory capabilities, notes a former Morgan 
Stanley banker who has worked in Greater China 
for two decades. Widening the RMB trading 
band and liberalizing bank interest rates can take 
place relatively quickly, but developing strong 
supervision could take at least 10 years, including 
the training of competent personnel, he notes. 
Likewise, creating a deposit insurance system 
will help safeguard against potential banking 
crises.

As China faces its next leadership transition, 
these reforms are an economic imperative that 
even conservatives in power cannot overlook, 
say experts. “If China cannot reform its banks 
and financial sector, it will have a deep negative 
impact on economic development and for social 
stability,” says Loechel. But the magic elixir of 
these reforms may be the true test of leadership. 
Says Dobson: “The really hard part is you need 
the rule of law for a modern financial system, 
based on trust and transparency, to function. 
Whether it’s Bo Xilai or Chen Guangcheng, many 
roads can lead to political reform. That’s the great 
opportunity now and the great unknown.”
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Under Ravi Venkatesan’s leadership from
2004 t0 2011, Microsoft India’s revenues grew 
fivefold and the country became one of the 
fastest growing geographies for the software 
firm. Last year, the 49-year-old Venkatesan quit 
as chairman of Microsoft India to explore new 
ground. He is now working on a book on why 
it is imperative for multinationals to succeed in 
India. Venkatesan suggests that the capabilities 
that companies develop in India can help them 
win all over the world. 

In a conversation with India Knowledge@
Wharton, he notes that India “may be one of the 
hardest markets [to break into] across the world, 
but if you succeed here, then you are like an 
Olympic athlete.” Venkatesan is yet to finalize the 
title of his book, but the working title pretty much 
sums it up: Learning from Chaos. Win in India 
to Win Everywhere. The book is scheduled to be 
published later this year.

Prior to joining Microsoft, Venkatesan worked 
with U.S.-based engine and power generation 
firm Cummins for more than 16 years and was 
the chairman of Cummins India. He is currently 
a director on the boards of AB Volvo and Infosys 
Limited and is also a member of the advisory 
boards of the Harvard Business School and 
Bungee.

An edited transcript of the conversation follows:

India Knowledge@Wharton: Why did you think of 
this particular topic for your book?

Ravi Venkatesan: My original interest was to 
understand why India matters so little to most 

multinational corporations (MNCs). This was a 
result of my contrasting experience at Cummins 
and Microsoft. While [his stints at both firms] 
were extremely successful, there was one 
big difference. At Cummins, India contributed 
close to 15% to 20% of global profits, while at 
Microsoft, India accounted for only 2%. As I 
looked around me, I found that a vast majority 
of MNCs in India are still subscale, with India 
contributing only around 1% of their global 
businesses. I was puzzled by this. Interestingly, 
the companies themselves think that they are 
successful here. They think they are doing well 
because they are growing here in the double 
digits, which is not the case in developed 
markets. Most of them say that they are at their 
target profitability [in India]. But the fact is, India 
still makes an irrelevantly small contribution. And 
that’s what intrigued me. 

I then looked at a number of companies. For 
instance, I looked at Nokia, which went from 
a 65% market share [of the mobile phone 
market] in India to 30% in two years. I looked at 
General Electric (GE), which was the pioneer of 
outsourcing in India. But the 2000s was the “lost 
decade” for GE in this country. It hardly grew its 
revenues here during this period. [More recently, 
GE has been growing very strongly again in 

Ravi Venkatesan: Winning in India Can Help Companies Win Globally

“My original interest was to understand 
why India matters so little to most 
multinational corporations.”

— Ravi Venkatesan
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India.] Then I looked at McDonalds. This is a 
company that has built its identity around the Big 
Mac — a beef product. It comes to a country that 
is largely vegetarian, where the cow is sacred and 
US$1 is still a big price point for the mass market. 
And yet, it has created the fastest-growing 
restaurant chain in the country. So I began to 
look at why a few companies are spectacularly 
successful in India, while for others the revenues 
from India are largely irrelevant. I then started 
looking at what this could mean for them. 

India Knowledge@Wharton: How do you define 
a “successful multinational” in India? Is it purely 
based on its revenues and market shares or are 
there other parameters also?

Venkatesan: If you look at major economies and 
growth rates, then China’s impact is crushingly 
dominant. India is next, even with our slowdown 
to below 7% [projected GDP growth for this 
fiscal year]. If a company’s revenues broadly 
reflect global GDP as an opportunity, then India 
as a market should contribute at least 10% 
to 15% of the new growth at a company on a 
global basis, China should contribute 35% to 
40% and emerging markets as a whole should 
contribute around 50% to 65% of the growth. 
That’s a healthy portfolio. If you haven’t done 
this, it means that you have not got your engines 
working right. That’s metric number one. 

When I looked at the really successful companies, 
I found that the CEOs of these companies were 
driven by the conviction that strategically they 
need to be a dominant player in this market. 
They need to be an early mover and build an 
unassailable leadership position before their 
competition. Those who come late get reduced to 
being marginal players. JCB Construction’s 60% 
share of construction equipment and Cummins 
60%-plus share of engines and diesel generator 
sets are good examples of doing this right. So 
the second definition of success is that you 
had better be a market leader in the important 
economies of the world. And China and India are 
the most obvious ones. 

The third piece is that the best companies 
are beginning to see that the capabilities they 
develop in India help them win around the world. 
I have begun to believe that this may be the 
single most important reason for a multinational 

to figure out and crack the code in India. If you 
think about it, China is unique. You are not going 
to find too many countries in the world that are 
run like a company — where there is fantastic 
infrastructure and where the government tries 
to make things as predictable as possible. Many 
more countries resemble India more than they 
do China. India is all about getting things done 
despite the government, dealing with a difficult 
policy environment, working in an environment 
of extreme uncertainty and volatility, and dealing 
with people who have aspirations but don’t 
have disposable incomes. India may be one 
of the hardest markets across the world, but if 
you succeed here, then you are like an Olympic 
athlete. The capabilities that you develop here 
will help you win all over the world. I like how 
Stephen Elop [CEO] of Nokia put it: “India is like 
a petri dish for innovation. If we win here, we can 
win everywhere. Conversely, if we lose here, we 
could end up losing in lots of other markets.”

India Knowledge@Wharton: Does this mean that 
we are likely to see a lot more reverse innovation 
from India? Will this also be a measure of a 
company’s success in India?

Venkatesan: Yes. But it will not be restricted to 
innovation only in products. Like I said, it applies 
to dealing with uncertainly and unpredictability, 
it applies to how you grow and develop talent 
and how you build partnerships, and it applies 
to ... your management method to create an 
agile system in a large bureaucracy. All these 
parameters apply not just in other emerging 
markets but in developed markets as well. In 
the medium to long term, this may be the single 
most important reason for a company to succeed 
in India. The ROI [return on investment] on this 
will be greater than from the India market itself. It 
is no longer about the developed and developing 
markets; it is about the top of the pyramid 
everywhere and the middle and bottom of the 
pyramid everywhere.

India Knowledge@Wharton: When you studied 
the MNCs that have been successful in India, 
what did you find are the key factors for their 
success?

Venkatesan: At one level, the answer is obvious. 
Once the top of the pyramid is saturated, a 
company needs to address the middle. It needs to 
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make the necessary investments in supply chain 
and distribution, localize manufacturing, set up 
engineering capabilities, develop market specific 
products, localize management, empower the 
local team and so on. But doing all this [in India] 
is so different from how the company operates in 
other geographies, apart from China, that there 
is tremendous resistance to change. So the most 
important step is commitment from the global 
CEO. Unless the global CEO says that India is 
strategically important and personally commits 
to the India journey, things will not change. The 
India market is very hard. Every decade, there 
are seven or eight tough years and two to three 
good years. You have to survive the tough years 
and run hard in the good years. The CEO must 
have the vision and commitment to say that 
despite the chaos and the turbulence, we must 
stay invested. The CEO must realize that it is not 
just about winning in India. It is about leveraging 
India to win in other geographies. 

Once the global CEO is committed, you have 
to get the next level of management engaged 
with the India story. Typically what works is that 
you take a transformational opportunity — like 
the IBM-Bharti outsourcing partnership — and 
make that your Trojan horse for transformation. 
You get the whole company focused on making 
it work. Also, like Dave Cote at Honeywell, you 
need to hold the presidents of global businesses 
accountable for growth and leadership in China 
and India - not just [for] meeting their [overall] 
numbers.

Also, if you want transformation, it’s critical that 
the country head in India is someone totally 
trusted by the [top management], especially the 
global CEO. And he must have easy access to 
the global CEO. Otherwise, they will not listen 
to him; they will be tone deaf. This trust is even 
more important than market knowledge and an 
India network. 

One of the most important attributes of the India 
CEO is courage. This is because almost on a daily 
basis, he will need to take a tough stand both 
internally and externally. For instance, even if 
the firm has frozen salaries globally, the India 
CEO must have the courage to say that his team 
deserves a raise because they have grown their 
market by 30%. If he doesn’t have the courage, 
he will end up toeing the company line and 

making a complete mess. In other geographies, 
the local CEOs don’t need to make such tough 
calls on a daily basis because the company’s 
business model and the country environment are 
well aligned. 

Another vital quality of the local CEO is that he 
must be a person for whom India is not just a 
stepping stone to the big job: It is the big job. 
For this, the company also needs to do its bit. 
Nothing significant can be achieved in India in 
less than five to seven years. So the company 
has to say that India is important enough to let 
this person grow within the hierarchy without 
having to move him or her to another geography.

India Knowledge@Wharton: Why have so many 
multinationals not been able to adopt these 
measures?

Venkatesan: It is like health. We all know that 
we must eat right and exercise well, but most of 
us ignore it until the body sends us a big alarm. 
Many CEOs understand intellectually what needs 
to be done to win in India. But that is not enough. 
There needs to be an experiential moment of 
truth that gets the CEO committed to the country. 
This often happens when the global CEO spends 
enough time on the ground in India to see 
past the surface and get a visceral feel for the 
potential of the market. This is what happened 
with Sam Palmisano in IBM in 2003. 

India Knowledge@Wharton: Does the success of 
a multinational in India depend on the sector in 
which it operates? 

Venkatesan: Yes. In any country you have a 
spectrum of firms across B2C [business to 
consumers], B2B [business to business] and B2G 
[business to government]. The closer you are 
to B2C and B2B, the easier life is. There is less 
corruption, less harassment and less regulation. 
The closer you are to B2G, like infrastructure, 
the more harrowing it is. The more a business 
depends on access to natural resources like land, 
minerals or spectrum, the tougher it is for an 
MNC to succeed in India. 

India Knowledge@Wharton: Isn’t this true for 
other countries also?

Venkatesan: Yes, it is. But it is far more magnified 
in India. 
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India Knowledge@Wharton: Does the size, the 
age and the country of origin impact the success 
of a multinational in India in any way?

Venkatesan: I have some anecdotal evidence, 
but don’t have robust data to support it. I have 
not seen any correlation of success with respect 
to age, but I think size does make a difference. 
Size is an advantage when it comes to making 
long-term investments and the ability to take 
risks. Country of origin also makes a difference. 
Western European countries, particularly 
Sweden, Germany, France and the U.K. have a 
history of being global. They also tend to take a 
longer-term view. 

Scandinavian firms place a very high level of 
trust in their local managers and therefore are 
more willing to do things differently. American 
firms are globally oriented, but many of them are 
very arrogant. They take a very export-oriented 
and a one-size-fits-all approach. Korean [firms, 
such as] Hyundai and Samsung, do extremely 
well because they are willing to make big 
preemptive investments to win in India. Japanese 
firms, with a few exceptions, do badly; they are 
ultra-cautious and lack trust.

India Knowledge@Wharton: Are joint ventures a 
good way for companies to enter India? 

Venkatesan: Yes. If you want scale and want to 
get to the middle of the pyramid fast, then joint 
ventures are a good vehicle provided you find 
the right partner with similar values. If you get 
the right partner, then [that firm] brings in the 
brand [recognition], the distribution capabilities, 
and policy and regulatory influence. All these 
are extremely important. Also, a strong partner 
allows the multinational to get the right balance 
between local and global. However, a bad partner 
can set you back many years; it’s a lot about due 
diligence.

India Knowledge@Wharton: In what way is 
operating in China different for multinationals 
than operating in India?

Venkatesan: The biggest difference is the way one 
has to engage the government in China. There 
is also a massive part of the Chinese economy 
that is export-driven — this really doesn’t exist 
in India beyond information technology services. 
China is a vastly bigger and more affluent market 

with a much bigger middle class. In that sense, 
it’s an easier market than India. But in almost 
everything else, it’s pretty similar.

India Knowledge@Wharton: With increasing 
globalization, how important is it to have a 
globally integrated workforce? 

Venkatesan: Having the whole workforce globally 
integrated is neither possible nor practical. 
What you need is a very high degree of cultural 
diversity ... at the senior level. What is important 
is to have a very strong talent flow around high 
potential leaders. Firms need to have India, China 
and other emerging markets as crucibles of 
leadership development and send the best and 
brightest of their top and middle-level people of 
any nationality to these countries. 

You also need to move people around to 
build capabilities. So if you want to develop 
engineering capability, you must send your 
people to countries like Japan, Germany and 
the U.S. for two- to three-year assignments. But 
this is not easy to do. Companies need to have 
enlightened policies to make this happen. 

India Knowledge@Wharton: Indian firms are now 
increasingly going global. In what way are their 
challenges different from companies based in 
other countries? What measures do they need to 
take to ensure a smooth passage?

Venkatesan: Everything I said about 
multinationals operating in India applies to Indian 
firms going global. Most Indian firms are not 
doing these things because they are in the first 
stage of globalization. I see it as a journey. They 
will go out, they will stub their toes and they 
will get burned. Then they will reflect and course 
correct.

India Knowledge@Wharton: Indian IT companies 
in particular are currently having a rough time in 
the U.S. Some analysts have suggested that it is 
the success and growing size of these companies 
that is attracting the adverse attention. What 
are your views on this? Is this part of the 
globalization journey?

Venkatesan: Yes. As long as you are small, you 
are below the radar. The problems start when 
you become big. The single biggest problem in 
developed markets today is jobs. If Indian firms 
want to operate at scale and over a long period 
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of time in developed markets, then they need to 
invest in creating jobs [in those markets]. This 
means that they need to localize their leadership 
and their teams as quickly as possible. 

They also need to create large programs to give 
the local people skills and make them employable 

in their core business. Further, they need to be 
seen as giving back to the communities in which 
they operate. They need to cultivate goodwill and 
policy influence there. And of course, they need 
to behave in a culturally sensitive manner. In 
America it must feel like an American company, in 
the U.K. like an English firm.
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In 2009, when Chris Kerrigan helped 
launch Brightspot, Jakarta’s first pop-up market 
(short-term retail space), it was meant to inject 
some spice into the city’s growing retail sector. 
Drawing on a concept that would help support 
up-and-coming Indonesian designers, he and 
his partners aimed to create a temporary 
shopping experience that might appeal to 
young consumers with rapidly rising disposable 
incomes. They were hoping for a party that 
would generate some sales. What they got 
was a sold-out show and demand that seemed 
unquenchable. “We knew immediately we were 
on to something,” Kerrigan recalls.

Some 5,000 people attended that four-day event 
in 2009. Three years later, Brightspot drew 
55,000 buyers, and Kerrigan and his team have 
expanded their operation to include a “curated” 
department store – or a collection of Indonesian 
designers grouped under a single shop — and 
two cafés.

In many ways, their story is the story of 
Indonesia, Southeast Asia’s biggest economy 
and one of Asia’s fastest growing. In 2011, 
the economy grew by 6.5%, and economists 

predict it will top 6% again by year’s end. That 
the country has remained mostly sheltered 
from the economic crises impacting the United 
States and Europe is mainly because of the two 
things driving its economy: consumption and 
commodities.

Domestic consumption accounts for almost two-
thirds of Indonesia’s gross domestic product. 
Sales of lucrative commodities – such as coal, 
palm oil and gold – make up much of the 
remaining third. Rising prices for the natural 
resources that Indonesia has in abundance have 
helped push millions of people into the middle 
class, increasing their purchasing power and 
driving a boom in sales of everything from cars 
to cosmetics to air travel. “Indonesia’s consumer 
economy is actually in better shape than that 
of China or India,” said Debnath Guharoy, Asia 
director for Roy Morgan Research, an Australia-
based market research company.

Money from the export of metals and minerals, 
particularly the thermal coal needed to feed 
China’s 1.3 billion people, is what feeds the 
country’s growth engine, he continued, while the 
consumer economy is what keeps the engine 
turning. “That motor will keep ticking over – and 
it will create wealth.”

Growing Middle Class
Between 2003 and 2010, roughly 50 million 
people entered the middle-income bracket, 
defined by the World Bank as those who spend 
between $2 and $20 a day. In 2011, Indonesia’s 
GDP per capita topped $3,600, exceeding that 
of India, Asia’s second largest consumer market 
after China.

“Indonesia’s consumer economy is actually 
in better shape than that of China or 
India.”

–Debnath Guharoy, Asia director, Roy Morgan 
Research
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Brands are now betting on the growth of 
those buyers to support sales of cappuccinos, 
cosmetics and home decorations. Established 
names like McDonald’s and Dunkin Donuts have 
all registered strong profits over the past year, 
while shares in some retailers, such as Mitra 
Adiperkasa — which holds franchise rights to 
Burger King, Starbucks and department store 
Debenhams — have climbed more than 20%. 
Major international retailers are seeing that 
growth and are scrambling to get a foothold. 
Swedish retailer Ikea, for instance, plans to open 
its first Indonesian outlet in 2014.

Some of the strongest growth over the past 
year has come from the convenience store 
segment, particularly Tokyo-based 7-Eleven, 
which has more than 60 outlets in Jakarta and 
is aggressively expanding. Most of its clientele 
is under 30, and to reach them the brand 
has altered its marketing approach. It serves 
affordable ready-to-eat food and drinks for 
people on the go but also offers outdoor seating 
and Internet connectivity – an appeal to a culture 
partly defined by its love for social networking.

Outside Indonesia’s major cities and among the 
sizeable low-end of the middle-income segment, 
purchasing decisions focus more on big-ticket 
items and daily needs. “If you own a television 
set, a refrigerator and a motorcycle or a car, you 
qualify in my mind as a middle-class home,” 
notes Guharoy, who prefers to use those three 
pegs to define the middle class in emerging 
economies. Gauged in that way, Indonesia’s 
middle class has grown from 28% of households 
to 45% since 2007. It is this segment that is 
driving sales of noodles, juices and household 
items, boosting profits at companies such as 
Unilever, Kraft and Nestle.

Given easier access to credit, the middle class is 
also propping up sales of cars and motorbikes, 
many of which now offer cheap new models 
to appeal to low-income earners. Car sales 
in Indonesia hit nearly 900,000 units in 2011, 
beating out Thailand to become the No. 1 car 
market in Southeast Asia, with sales projected to 
reach one million units by the end of this year. 
“Production and sales in Asia are double what 
they are in the U.S. and Europe,” says Michael 
Dunne, a leading expert on Asian car markets, 
adding that Indonesia could be the next China 

if it provides the incentives needed to attract 
outside investment. “The trick for Indonesia is 
to convince foreign investors that this is a good 
place to make money.”

Booming Auto Sales
Signs are pointing in the right direction. 
Carmakers including Nissan, Toyota and General 
Motors have already pledged up to $2 billion in 
the coming years to expand their manufacturing 
operations in the country, and they are not 
just coming here to produce cars for export. 
“People are looking at the domestic market,” 
notes Jongkie Sugiarto, the co-chairman of the 
Association of Indonesia Automotive Industries 
and president director of Hyundai Motor 
Indonesia. Today the hottest auto market is for 
Toyota Avanza minivans that consumers are 
snapping up for around $15,000. In five years, 
they will be spending $20,000.

The biggest concern among investors is 
Indonesia’s gross lack of infrastructure. While 
sales of cars and motorbikes have skyrocketed, 
road networks have barely expanded. A new land 
use law passed early this year will make it easier 
to procure land for the development of toll roads, 
and other much-needed infrastructure is still 
awaiting implementing regulation.

In addition, President Susilo Bambang 
Yudhoyono has set out an ambitious $400 billion 
15-year development plan, nearly a quarter of 
which will go toward projects such as highways, 
ports and power plants. But a decision by 
Parliament in April to continue supporting fuel 
subsidies constrains the government’s ability to 
redirect spending toward vital infrastructure and 
improve the country’s business climate, which 
still ranks low on global indexes.

Airport expansion has been a top priority due 
in no small part to blistering growth in the 
airline industry. Last year, more than 68 million 
people took to the skies in Indonesia, growth 
of 15% from the year before. Industry analysts 
predict growth will continue at around 20% 
in the coming years. “Indonesia has huge 
potential,” says Brendan Sobie, a senior analyst 
for Southeast Asia at the Center for Asia Pacific 
Aviation. “It’s become one of the hottest markets 
in Asia.”
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Dozens of new airlines have been created 
since a 2004 regulation made it easier for new 
players to enter the market. In recent years, 
plane manufacturers looking to take advantage 
of strong growth have feted Indonesia at 
international air shows. Boeing and Airbus are 
competing for orders and offering training and 
maintenance support to major buyers Garuda 
and Lion Air, which recently signed a record $22 
billion deal for 230 Boeing 737s.

Air travel is a natural fit for a country comprised 
of more than 17,500 islands and constrained 
by a lack of road and rail infrastructure, says 
Sobie, who notes that the industry has boomed 
thanks to an influx of low-cost carriers. But some 
analysts worry that the number of new airlines 
makes it harder to ensure safety monitoring and 
strains an industry with a reputation for poor 
safety standards. New technology would help, 
they say, but this, too, is an area where Indonesia 
is lagging.

Facebook Nation
“Indonesia has adapted very quickly to cheap 
access to technology and is a huge Facebook 
and Twitter nation,” says Roy Morgan’s Guharoy, 
referring to the large population of Indonesians 
who use social networks. That is mainly because 
of easy access to affordable smart phones and 
pay-per-use data plans.

But when it comes to sleeker, more modern 
systems – ranging from the latest mass 

rapid transit to updated air traffic control to 
mobile banking – Indonesia is still far behind 
neighboring Thailand, Malaysia and Singapore. 
It may not be too far behind China, however, in 
terms of rapid growth, and Indonesia’s central 
bank and Ministry of Finance have kept a close 
eye on consumption patterns to keep the market 
from overheating.

Bank Indonesia has done well to keep inflation 
fairly stable while also lowering interest rates 
to support consumer spending. Consumer 
goods have seen the impact, but so, too, 
has the property sector. Sales of homes and 
condominiums grew by 130% last year, according 
to property firm Jones Lang LaSalle. Prices have 
been rising in parallel, with condominiums in the 
middle-class market 60% more expensive than 
they were in 2007.

Such growth has fed fears of potential pricing 
bubbles, pushing the central bank to launch new 
policy measures that will require higher down 
payments for automotive and mortgage loans. 
Industry players say the move is pre-emptive 
and will only hurt growth. Guharoy is more 
bullish. “The consumer economy has real legs 
and very few threats,” he notes, highlighting 
Indonesia’s consumer-driven economy as one of 
the strongest tools in its growth arsenal. And that 
means Indonesia – a basket case economy just 15 
years ago – may maintain its sweet spot far into 
the future.
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As China’s high-octane economy shifts 
into lower gear, virtually everyone agrees that 
the double-digit, super-charged boom years 
are drawing to a close. Speculation over the 
possibility of a so-called “hard landing” for the 
country flourishes with each boom and bust 
cycle, only to die down as China’s growth revs 
up again. This time, however, both external and 
internal factors — including global conditions, 
domestic politics and financial trends — are 
reinforcing the downturn. Many experts warn 
that without some painful reforms, there will be 
worse trouble to come. 

Still, economists’ opinions about just how far 
China’s economy will fall range widely. Also, 
exactly what constitutes a “hard landing” for a 
country that has until now been viewed as an 
almost unstoppable economic powerhouse varies 
from analyst to analyst, although most point 
to China’s growth rate as a key defining factor. 
“People give different definitions,” notes Wharton 
finance professor Franklin Allen. “Mine would be 
growth below 5%.”

China’s growth slowed to 8.9% in the final 
quarter of last year, after months of attempts by 
the government to cool inflation through curbs 
on bank lending, interest rate hikes and stringent 
increases in banks’ reserve requirements. The 
government has said all along that it expects 
growth to slow: In his “State of the People’s 
Republic” address to China’s legislature on March 
5, Premier Wen Jiabao set the annual growth 
target for 2012 at 7.5% — the first time the official 
benchmark has been set below the 8% level 
long viewed as the minimum needed to create 
enough jobs and ensure social stability. And in 

the current five-year plan, the government has 
set the annual growth rate at 7%.

Despite the fact that China is one of the few 
countries that routinely surpasses growth 
projections, this time reality might come closer to 
the government’s target. Wei Yao, a Hong Kong-
based economist at Societe Generale Cross Asset 
Research, forecasts that China’s economy will 
grow at an 8.1% pace in 2012, slowing to 7.7% 
growth in 2013 and 7% in 2016. “I do not think that 
China will have a hard landing this year, but what 
will happen by 2014 really depends on what the 
government does in the next few years,” she says. 
Given the many issues the country’s leadership 
is juggling — including the property bubble, local 
government debts, income gaps between rich 
and poor and rampant corruption — “it will be a 
challenging task to avoid a hard landing.” 

Patrick Chovanec, a professor at Tsinghua 
University’s School of Economics and 
Management, sees China heading for a “bumpy 
landing,” with ups and downs in the next few 
years. The country’s leaders, preoccupied with 
the upcoming shift to a new generation of 
Communist officials and distracted by the global 

China’s Gravity-defying Economy: How Hard Will It Fall?

“I do not think that China will have a hard 
landing this year, but what will happen 
by 2014 really depends on what the 
government does in the next few years.”

—Wei Yao, economist, Societe Generale Cross 
Asset Research
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financial crisis, have put off several tough but 
crucial structural reforms, he notes. These include 
liberalizing exchange rates and interest rates, 
improving the distribution of wealth, carrying 
out tax reforms and shifting away from the 
increasing dominance of state-owned industries. 
The worst thing China could do, Chovanec and 
other economists say, is to unleash another flood 
of stimulus to counter weaknesses in exports and 
investment. “That would be … kicking the can 
down the road for another year, presuming they 
could. All it would do is set up the economy for 
an even bigger fall later,” Chovanec notes. “China 
needs corrections in the property market and 
broader economy to refocus growth on activities 
that earn genuine returns. The longer you put 
them off, the more painful it will be.” 

China’s handling of those challenges matters 
more now than ever. Political stability will 
hinge on overhauling the economy to ensure 
that growth is more sustainable and equitable, 
suggests a report issued in late February by 
the World Bank. “This is not the time just for 
muddling through. It is time to go ahead of 
events and to adapt to major changes in the 
world and national economies,” World Bank 
President Robert Zoellick said during a news 
conference for the report’s launch in Beijing. 
“As China’s leaders know, the country’s current 
growth model is not sustainable.” 

The Next Middle East?
China’s transition to an era of lower growth in 
some ways parallels Japan’s abrupt shift in the 
early 1990s. Both countries allowed excessively 
cheap, often politically influenced use of credit to 
create a massive bubble in their property sectors. 

But there is one key difference that could lead 
to ugly consequences in case of a hard landing, 
notes Wharton management professor Marshall 
W. Meyer. “You still have a lot of poor people 
in China, many more than Japan in the 1990s. 
Japan was essentially middle class, with all 
[citizens] having medical insurance and social 
security. That is where the political trouble is,” 
Meyer says. Dissatisfaction over lagging incomes 
and inadequate social services could spiral if the 
growth that has underpinned Communist Party 
rule were to stall: “Neither China nor the world 
would like to see turmoil [in China] like [what we 

saw last spring] in the Middle East.” Indeed, in 
mid-March, Premier Wen noted that if the country 
doesn’t initiate key reforms, it could experience 
enough social unrest to precipitate another 
Cultural Revolution like the one that shook the 
country between 1966 and 1976.

Chief among the World Bank’s recommendations 
is a call for China to ensure that growth is more 
reliant on consumer demand than on the heavy 
investment in construction and capital equipment 
that has been the main source of dynamism 
in recent years. Even if the structural changes 
outlined in the report are carried out, the World 
Bank said growth is destined to slow from an 
annual average of 8.6% in 2011-2015 to 7% in 
2016-2020, 5.9% in 2021-2025 and 5% in 2026-
2030. [Editor’s note: The World Bank has lowered 
its forecast for GDP growth in China for 2012 
since this article first appeared in Knowledge@
Wharton. At the end of May, it was projecting 
8.2% GDP growth for 2012, down from the 8.4% 
forecast in January. It raised its forecast for 2013, 
however, from 8.3% to 8.6%. For 2014, the Bank 
expects growth in China to fall back slightly to 
8.4%. Others are less optimistic. In early June, 
JPMorgan Chase & Co. reduced its China GDP 
forecast to 7.7% for this year.]

The old trick of relying on heavy government-
directed investment financed by state-run banks 
is no longer working, notes Chovanec. “The 
underlying reality indicates that a big chunk 
of what was driving GDP growth in China” — 
fixed asset investment — “is now flat-lining.” 
China’s fixed asset investment growth fell 0.14% 
in December from November’s total, which fell 
0.4% from October. When fixed asset investment 
slackens, the result is a sharp decline in GDP, 
he adds. “Now, whether that is reflected in the 
official GDP numbers, I cannot say. GDP is a very 
political number in China.”

Economists, wary of trusting the usual statistics, 
have racked their brains for ways to corroborate 
trends, citing measures such as construction 
equipment orders, demand for cement and 
electricity generation. There is no tried and 
true method, while distrust of China’s statistics 
remains nearly universal. Even if they have 
improved from earlier decades, the temptation 
for padding or distortions is intense for local 
party bosses, whose career prospects depend 
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on what they report to higher levels. Andy Xie, 
an independent Shanghai-based economist who 
travels extensively in China, believes that the 
real situation is much closer to a “hard landing” 
scenario than statistics show. “There is no 
reliable data to verify whether it is a hard landing 
or not,” he says. “The GDP statistics are not 
meaningful at all.… They are not just incorrect, 
but way off.”

Even taking the Statistics Bureau’s data at face 
value, the signs are not encouraging. Its figures 
show that out of the 9.2% GDP growth for 2011, 
5.0 percentage points came from increases in 
fixed asset investment. Fixed asset investment 
(FAI) grew 23.8% in 2011, down from 24.5% 
growth in 2010. But investment growth slowed 
through the year, to an 18.5% year-on-year 
increase in December, after 21.2% in November 
and 25% in October. “If everything remained 
constant, and FAI [this year] merely matched 
last year’s absolute amount … we’d be looking 
at 4.2% GDP growth,” Chovanec notes. So far 
this year, fixed asset investment in the first two 
months rose 21.5% from the same period a year 
earlier, against market expectations of slower 
year-on-year growth for all of 2012.

The Weakest Link
Although construction also has been slowed by 
shortages of financing for various infrastructure 
projects, Pieter Bottelier, professor of China 
studies at the School of Advanced International 
Studies at Johns Hopkins University, views 
the real estate sector as the weak link in the 
economy. The risk is not so much a residential 
market meltdown like those seen in the U.S. 
and Europe in recent years, since Chinese 
homeowners rely much less on borrowing than 
their counterparts in those markets. The greater 
threat is in the massive, unsustainable borrowing 
by property developers whose projects are 
unlikely to pay the originally anticipated returns 
due to a downturn in prices. “If we get a sudden 
dip, say a 10% to 20% plunge in prices in the 
big cities, then we will have a new situation 
that could become very dangerous,” Bottelier 
says. China has more than 10,000 real estate 
developers who are highly leveraged and may 
have to default on their bank loans if prices fall 
far enough. 

Apart from the damage to banks, which would 
receive state support if necessary, the spillover 
into the construction, construction materials 
and other related sectors would likewise be 
damaging. Construction activity accounts for 
about 15% of GDP and a large share of jobs for 
the unskilled rural workforce. “The construction 
industry is such a big part of the Chinese 
economy, it could trigger more serious problems. 
This could lead to a hard landing,” Bottelier notes.

So far, housing prices have fallen only marginally, 
although there are anecdotal reports of double-
digit declines for some projects in the biggest 
cities as well as in provincial ones. Overall, prices 
in China’s largest 100 cities fell 0.3% in February 
from a month earlier — the sixth consecutive 
month of decline, according to the China Real 
Estate Index System. Property prices in 72 cities 
dropped in February compared with January, 
while they rose in 27 cities and were flat in one 
city. In Xie’s view, the property bubble has already 
burst, though the results are less dramatic than in 
other major economies, partly because Chinese 
banks are constrained by political influences and 
generally do not foreclose on bad loans. “Instead, 
you see a lot of empty buildings. China has built 
too many buildings,” he says.  

The government holds the power, still, to open 
the taps and allow faster growth in the property 
sector if it chooses to do so, Bottelier notes, but 
it has to act with caution. “If [the government 
does this] too quickly, the bubble will return.” But 
China’s leaders are insisting that they intend to 
keep firm curbs in place until prices come down 
to more affordable, less politically risky levels. 

At the same time, with the U.S. and European 
economies still frail, the export manufacturing 
sector is no longer providing the momentum 
it once did. China’s export growth declined to 
20.4% in 2011 from 31.4% in 2010, and economists 
are predicting from zero to 10% growth this 
year. Crisis-stricken Europe accounts for 20% of 
China’s overall exports. Wharton’s Allen views 
the risk of a hard landing as only one-in-five — 
unless things in Europe blow up. “If things in the 
U.S. and Europe stay as they are at the moment, 
then [a hard landing] is much more unlikely,” 
he says. According to the IMF, a deepening of 
the European debt crisis could pull China’s GDP 
growth down to 4%.
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Beijing’s Balancing Act
Despite the myriad internal and external 
constraints confronting China’s leaders, Beijing 
has various options for helping to shift the 
economy from an investment driven model to 
one fueled by consumer demand. 

First, China needs to improve its allocation of 
resources to better balance the economy — a 
step that only can follow reforms in interest rates 
and other pricing mechanisms. “China has all 
the wrong prices — including exchange rates, 
interest rates, gasoline prices and land prices. 
Those prices are all controlled and managed 
by the government. If you have the wrong 
prices, you will have wrong allocations,” notes 
Yao of Societe Generale. Mispricing of credit 
makes investment costs cheap for state-owned 
companies and local governments, encouraging 
excess construction and waste on projects that 
yield little or no returns and do not necessarily 
improve productivity or public services. 

China’s handling of its 10.7 trillion RMB in local 
government debts is typical of this imbalance 
in the economy. In early February, the central 
government asked Chinese banks to roll over 
local government debts that accrued during the 
massive recession-fighting stimulus binge in 
2009 — essentially sweeping them under the 
rug for a later reckoning. More than half of those 
loans are to come due over the next three years.

By far, many analysts say, the biggest shift 
required is a redistribution of resources that 
will unleash the potential spending power of 
the Chinese public. “China needs to rebalance 
the composition of its GDP more toward 
consumption, develop a more market-based 
monetary policy, reduce the excessive privileges 
of state-owned enterprises, ease income inequality 
and focus on promoting more productive and 
environmentally friendly industries,” according to 
Rob Subbaraman, chief economist with Nomura 
International in Hong Kong. Moving toward a 
more market-based monetary policy, involving 
a more flexible exchange rate and deregulated 
interest rates, would push bank deposit rates 
higher, helping to reduce the need for saving and 
also improving investment options so that families 
do not rely so heavily on real estate to grow their 
nest eggs. Meanwhile, the government needs to 

make the politically difficult choice of reducing 
preferential treatment for state companies, which 
now includes preferential access to bank credit 
and government subsidies of land, labor and 
electric power. The aim is “to redistribute income 
from the corporate sector to the household 
sector,” he says.

Subbaraman sees a one-in-three likelihood of a 
hard landing and believes China could resort to 
extra stimulus spending to avert such a worst 
case scenario. But without the necessary reforms, 
the stimulus money would just go to waste, he 
notes. “The key with future fiscal stimulus is 
to direct it more efficiently at consumption and 
more productive areas of investment.”  

Repairing the Net
Apart from the overall structure of the economy, 
another key reason for the Chinese obsession with 
scrimping and saving is the dire lack of public 
services and social welfare. Education, likewise, is 
a huge cost for most families. “Right now, taxes 
are too great a burden for households and the 
private sector, while China spends too little on 
social security, medical care and education. There 
is a lot they can do there,” says Yao. 

Meyer agrees. “There is room to repair the social 
safety net. Since there is not adequate medical 
care and social security in China, people feel 
they have to save 40% to 50% of their income. If 
they feel they have some safety net in their old 
age, they will be less prone to save.” As China’s 
population ages, it will have a growing need 
for services for the elderly, and spending on 
such areas will increase if the supply is there to 
meet demand, Meyer says. “You can increase 
consumption if customers get what they want.” 

In fact, Bottelier sees China’s services sector 
as one of the most powerful potential engines 
for growth, and one that has not been fully 
realized. “Even at lower growth rates of 6% or 
7%, China can maintain full employment if the 
contribution of the service sector to the economy 
expands more rapidly than the contribution 
of construction or manufacturing. You can get 
more growth in the service sector per dollar 
invested,” Bottlier says. He views such changes as 
inevitable. “We have to see how China responds 
to this in coming years. If they postpone 
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[these kinds of reforms] again, messy political 
consequences will be waiting.”

Overall, the consensus among most economists 
is that it is time for China to bite the bullet 
and move ahead on politically difficult, painful 
reforms that could lay the foundation for 
sustainable growth in the future. It would not 
be the first time: In the 1990s, then-Premier Zhu 
Rongji carried out the first big overhaul of state 
industries, laying off millions of workers. Housing 
reforms helped create a commercial property 
sector from scratch that, despite its ups and 
downs, has helped establish a growing middle 

class. Given the strong hold of vested interests, 
especially at the local level, such changes are 
difficult but necessary for a rebalancing of the 
overall economy, notes Chovanec. 

“My advice [to the government] is to drop 
this obsession with high-level GDP growth,” 
Chovanec says. “Driving 8% to 9% GDP growth 
through investment may not pay off, and is not in 
the long-term interests of anyone in the Chinese 
economy. Accepting lower rates of expansion is 
a first step to putting China on the path toward 
long-term, sustainable growth.”
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