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Attraction Strategy
Many major emerging economies, including Indonesia, face the challenge of
transitioning from investment facilitation to proactive investment promotion. Adopting
and implementing a proactive investment promotion plan is key to attracting foreign
direct investment.

Activity Overview
An interactive workshop was held for 37 officials
(21 men and 16 women) from BKPM, the government of Indonesia’s investment agency, on the topic
of how to develop a business development plan
for proactive investment promotion. Following the
workshop, a high-level executive briefing was held
for 32 senior BKPM staff (17 women and 15 men) to
discuss the results of the workshop and how BKPM
can become more proactive in attracting foreign
direct investment (FDI). Both events were led by
Henry Loewendahl, the CEO of WAVTEQ Limited, a
leading global FDI consulting firm.

The Importance of Being Proactive
in Attracting FDI
Studies have found that investment promotion
activities can have a major impact on FDI and
deliver a strong return on investment from the budget allocated to the investment promotion agency
(IPA).1 Relevant findings include the following:
Investment promotion is more effective when it
is proactive rather than reactive.
The net present value of proactive investment
promotion is almost US$4 for every $1 spent.
A 10 per cent increase in an investment
promotion budget leads to a 2.5 per cent
increase in FDI flows.
There is a two- to five-year time lag for
the impact of increased promotion to feed
through to increased FDI, demonstrating that
investment-promotion activities need to take
place as part of a two- to three-year strategy
and evaluation cycle.
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The Challenge of Proactive
Investment Promotion

Henry Loewendahl discusses the benefits of proactive
investment promotion.

IPAs evolve over time. (See the evolution model of
investment promotion.) They typically start off as
investment-facilitation organizations, often involving one-stop-shop (OSS) services to help investors
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obtain the necessary permits and licenses needed
to invest in the country.

markets, and individual companies with which
to proactively engage in order to present specific business and investment opportunities that
Once investment facilitation services are working closely align to the FDI needs of the company. As
well, IPAs initiate activities focused on image- IPAs move to proactive targeting, they increasingly
building in order to raise general awareness within need to adopt private-sector best practices in busithe investment community. This typically involves ness development and lead generation.
advertising, public relations, videos, websites, and
investment brochures.
The fourth generation of investment promotion is
cluster development, which involves supply-chain
As the image of the country as an FDI location is development, skills and research and developbuilt up, and as the IPA gains more experience ment (R&D) upgrading, and supporting entrepreworking with foreign investors, IPAs move to the neurial start-up investment, often backed up by
third generation of investment promotion, proac- financing programs.
tive targeting. This involves identifying sectors,
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The model shows that BKPM is primarily involved
in investment facilitation and increasingly in
image-building, but is not yet focused on proactive targeting, unlike other major emerging-market
economies such as Malaysia, Thailand, and Turkey.
Making the transition to proactive investment promotion is a key challenge faced by most emerging-
market IPAs.

9. key performance indicators (KPIs) for
monitoring and evaluation;
10. action plan (short-, medium-, and long-term
actions required for each target and goal;
outline of investment-promotion tools and
budgets).
The strategic objectives for attracting FDI need
to be clearly set out, as the rest of the IPS will
be based on how to achieve these objectives.
This includes FDI targets and types of FDI to
be targeted. For BKPM, the main objective is
to attract greenfield capital flows; there is an
annual target for the volume of capital inflows to
Indonesia. BKPM does recognize that mergers
and acquisitions (M&A) is a key part of the FDI
market, and therefore the IPS should indicate
how BKPM will work with M&A investments.
The IPS should outline the key performance
indicators (KPIs) of the IPA. The following table
shows sample KPIs used by IPAs. (The table is
a compilation of information from several IPAs
and does not indicate what one IPA should
necessarily be monitoring.) IPAs are also
currently scoping out how they can introduce
sustainable development goals (SDGs) into their
investment promotion strategy and activities.
Both WAVTEQ (www.wavteq.com/publications)
and UNCTAD (www.greenFDI.org) have
published studies to help IPAs implement SDGs.
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“At this workshop, I heard many new ideas
about how to attract foreign investment
and what a country needs to do and have
in order to attract that foreign capital. I am
very interested in understanding the foreign
buyer’s mindset.”
—VALENSHIA DESTANINGTYAS
Head of Sub-Regional Cooperation Section
of ASEAN and Intra Area, BKPM
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Key Workshop Learnings
The workshop consisted of five modules. A summary of each module and its key learnings are
provided below.

Module 1: What Is an Investment Promotion
Strategy (IPS)?
This module started with a group brainstorming
exercise to determine what should be included in
an investment promotion strategy (IPS), followed
by a presentation of an IPS best-practice template that drew on recent work done by the United
Nations Economic and Social Commission for Asia
and the Pacific (ESCAP).
Key learnings from this module include:
The structure of an IPS should have 10 core
sections:
1. vision and mission statement;
2. strategic objectives;
3. benchmarking and image-building;
4. sector and market strategies;
5. marketing and promotion;
6. product development (activities to improve
the local investment climate);
7. budgets and resource allocations;
8. organization of resources (organizational
diagram showing each department,
its functions, staff members, and their
responsibilities);
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EXAMPLES OF KEY PERFORMANCE INDICATORS2

••number of investments
••value of investment projects
••number of jobs created
••increase in tax revenue
••per capita income growth
••number of successful linkages with
domestic companies

••investors’ perceptions of the location
••investors’ rating of IPA’s services
••retention and expansion rates of
investment projects

••conversion rates of...
––contacts becoming leads
––leads making site visits
––site visitors becoming investors
••policy or regulatory improvements in the
investment environment
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••national or provincial growth rates
••sector growth rates
••quality of investments (e.g., moving up the
value chain)

••sources of investment (greater diversity is better
than reliance on one or two main sources)

••new spin-off industries
••sources of leads (forum, mailing,
advertisement, etc.)

••number of trans-national corporation
headquarters established

••number of R&D facilities established by TNCs
Module 2: What Sectors Should Indonesia
Target for FDI?
The second module began with a group brainstorming exercise to determine the sectors BKPM
should target for FDI. Mr. Loewendahl then shared
WAVTEQ’s new study How to Identify Target Sectors
for Inward Investment? Technical Methods and a New
Model Based on Revealed Comparative Advantage
[https://www.wavteq.com/uploads/target_
sectors.pdf] and discussed Indonesia’s competitive
strengths for FDI in different sectors.
Key learnings from this module include:
Identifying the target sectors for FDI attraction is
critical to successfully attracting FDI and should
drive the overall IPS. Sector strategy informs
proactive investment-promotion and leadgeneration activities. The sectors being targeted
help determine the following:
countries to target for FDI
sector marketing materials and value
propositions needed
trade shows and events to attend
overseas missions to make
overseas partnerships to create
specific companies to target
Targeted sectors should align with economic
(and sustainable) development objectives as set
out in the IPS, should be in a location that has a
competitive position for FDI, and should show
clear market demand from companies to initiate
FDI in the sector and in the IPA’s country.
When identifying target sectors, it is essential
to be as focused as possible. Most IPAs have
overly broad sector strategies, making it difficult

••

to proactively target companies. For example,
targeting the agri-business sector, the advanced
manufacturing sector, the IT sector, or the
renewable energy sector would be too broad
for an investment promotion strategy. Specific
subsectors need to be identified. The sectortargeting strategy of IPAs may not fit standard
industry classification systems. For example,
lithium batteries, cyber security, artificial
intelligence, big data, and insect farming are
among the hottest subsectors for FDI but fit no
standard industry classification. Furthermore,
many IPAs actually target business activities that
are sector-agnostic. For example, an IPA might
target R&D or business process outsourcing
(BPO) operations, which can come from multiple
industry sectors.
Most IPAs build sector teams with the right
expertise to advise companies on investing in
the country and creating local linkages with
SMEs, research institutions, skills and training
centers, and other entities, while maintaining
geographic-based teams for proactive investor
outreach in key overseas target markets.
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Participants engage in a brainstorming exercise.

Module 3: Identifying Target Markets for FDI
The third module began by asking the group to
brainstorm what markets (countries) BKPM should
target for FDI, followed by a presentation on how to
identify those target countries.
Key learnings from this module include:
Identifying target markets is a key component of
any investment promotion strategy. For imagebuilding and investment-facilitation activities,
the market strategy determines the languages
the IPA needs to publish its marketing materials
in and the country specialists needed to
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handle investor enquiries and site visits. For
marketing and lead generation, the market
strategy influences the countries where the
IPA conducts its lead generation, FDI seminars,
trade shows, sales trips, partnerships, and
overseas marketing (e.g., advertising, PR, and
social media).
In identifying markets to target for FDI, key
consideration should be given to the following:
Is the country a major source of FDI in
Indonesia’s key target sectors?
Does the country have a track record of FDI in
Indonesia or the Asia-Pacific region?
What is the size, growth, and type of FDI from
the country?
What are the distance costs (geographic and
cultural proximity)?
In addition to identifying target countries, IPAs
must consider which regions to target within
large, diverse countries like the United States,
China, and Germany. The IPA must determine
which regions are the key hubs for outward
FDI in target sectors, while ensuring any data
collected is not being ignored. For example,
FDI in aerospace and IT from the state of
Washington in the United States is very high,
but the vast majority is by just two companies,
Boeing and Microsoft. Identification of target
regions within a country will enable leadgeneration activities and overseas missions to
focus on regions containing headquarters of
companies with the best potential for FDI.
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Module 4: What’s New in Investment
Promotion?
For the fourth module, the group did a brainstorming exercise on the investment-promotion initiatives being conducted by BKPM, then heard a
presentation on the changing IPA model and case
studies of IPA best practices.
Key learnings from this module include:
Core development objectives typically include
investment, jobs, exports, value added, industry
fit, and sustainability. Governments have three
main development options for private sectorled development: attracting FDI, retaining and
growing existing businesses, and increasing
business start-ups. While IPAs have traditionally
focused on the direct impact FDI can have on

••
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achieving development objectives, they are
increasingly attracting FDI as a catalyst to grow
existing businesses and start-ups.
The traditional responsibilities of IPAs are
attracting greenfield FDI, maintaining a portfolio
of sites and properties available for inward
investors, providing grants and incentives,
providing investment-facilitation services, and
conducting mass marketing through advertising
and events. This traditional model is changing,
as IPAs move toward taking on responsibility
for different types of FDI, focusing on skills,
technology, and cluster development, involving
the private sector to help attract FDI and deliver
IPA services, proactive business development
focused on key subsectors, outsourcing of lead
generation, and concentration of account and
project management, business advisory, and
sector skills within the IPA.
Case studies of high-performing and bestpractice IPAs (including IDA Ireland, CINDE
Costa Rica, EDB Singapore, RDB Rwanda,
Invest in Canada, Czech Invest, and Louisiana
Economic Development) show that the most
successful IPAs focus on achieving FDI results
in a small number of key sectors, recruit
skilled teams, focus on business networks,
are proactive in aftercare, and provide policy
advocacy to ensure continuous long-term
upgrading of the supply-side competitiveness
of the country. These leading IPAs are also
increasing their focus on attracting FDI that will
contribute to SDGs.

Module 5: Developing BKPM’s Annual
Business Development Plan
This final module focused on best practices in
developing a business development plan for an
IPA, emphasizing that a “one size fits all” approach
does not work and that each market targeted for
FDI requires a customized approach. The module concluded with participants being formed
into teams and asked to develop a draft business
development plan for BKPM. Their results were
then discussed and consolidated into a group plan.
Key learnings from this module include:
Proactive investment promotion involves leadgeneration activities, where the IPA proactively
identifies and engages with well-researched
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•5•

••

target companies. This engagement generates
new FDI opportunities and helps ensure that
the country gets on the “investor’s map” of
high-quality companies and is considered in
their long and short lists of location options.
Lead generation also enables the IPA to build
a relationship with the company to help ensure
that FDI interest is converted into announced
and realized FDI projects.
The key types of lead-generation activities
IPAs conduct to proactively target foreign
investors include:
desk-based, multi-touch investor outreach
campaigns utilizing e-mail, social media,
and extensive telephone calls with potential
inward investors;
road shows to overseas markets to meet
the key decision-makers of potential investor
companies at their headquarters. These
companies should be pre-qualified as having
strong opportunities for FDI in the country. A
road show is typically one week in duration
and involves eight to 12 meetings with highquality, pre-qualified potential investors;
attending trade shows in target sectors to
identify and meet with potential investors. The
typical target is five to 10 meetings per day at
the show and a minimum of 10 to 15 meetings
in total;
organizing special events overseas, either FDI
seminars or larger-scale full FDI events (e.g.,
an “Invest in Indonesia seminar”). A seminar
should be attended by 10 to 60 companies,
depending on whether it is a short roundtable
event or a half-day seminar. A one-day event
should be attended by 100 to 200 companies.
The focus should always be on quality, not
quantity. It is essential that a program of oneto-one strategic meetings is conducted at and
around the special event, in addition to media
activities.
Delivering the above lead-generation activities
requires extensive capabilities, skills, and
resources. Because of these requirements,
many IPAs outsource their lead-generation
activities to specialist FDI consulting firms,
especially when planning activities in regions
where language, time zone, and cultural
differences make it challenging to do so from
the IPA’s home country. Larger IPAs often have

––
––
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their own in-market representatives overseas,
either as salaried employees or outsourced
representatives provided by specialist FDI
consulting firms. This enables continuous
follow-up with potential investors in-market, and
is the preferred model where resources allow
and a clear return on investment is achievable.
However, having one or two people in a market
is unlikely to be sufficient for an IPA to deliver
an effective lead-generation program. For this
reason, and to ensure value for money, some
IPAs, like Invest Hong Kong, use a blended
model, where they have their own full offices
and teams in their major core markets (e.g.,
the United States and United Kingdom) but
outsource their lead generation and in-market
representation in other markets (e.g., Korea
and India).
An annual business development plan for
proactive investment-promotion activities
should typically have the following structure:
key sectors to be targeted, categorized into
priority, secondary, and “watching brief”
sectors;
key markets to be targeted (countries, and
regions within countries for large markets like
the United States and China), categorized
into priority, secondary, and “watching brief”
markets, with a clear plan outlined for each
country based on the most effective methods
for that country (e.g., special events are very
effective in Japan, but not in Germany, while
trade shows are very effective in Germany but
not in Japan);
list of strategic target investors worldwide to
be targeted by the IPA;
conferences/trade shows that will be
attended;
road shows (sales missions to meet investors
one-on-one) to be conducted overseas;
FDI promotion seminars and other special
events to be held overseas;
FDI conferences to be held in the home
country;
marketing and communication activities;
a clear schedule of when activities and events
will take place;
KPIs (FDI and activity targets). Examples of
KPIs include:
ºº number of investor meetings

––
––

––
––
––
––
––
––
––
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ºº number of high-quality FDI prospects
ºº number of announced FDI successes within
the next 24 months
ºº jobs and capital investment announced for
the next 24 months.

Similar feedback was given by participants at the
executive briefing. All respondents rated the briefing as at least “good,” and 58 per cent said they
would use the information either “very frequently”
or “frequently.”

“The workshop given by TPSA and WAVTEQ
was very relevant for BKPM and to the
nation-branding activities of the eight
Indonesian Investment Promotion Center
(IIPC) offices overseas.”
—ANDRE H. WIBISONO
Directorate of Business Empowerment, BKPM

Discussion at the executive briefing.

Participant Feedback
BKPM staff were provided with 40 pages of FDI and
location data to support the workshop’s exercises,
and showed a high level of ability in analyzing the
data and drawing conclusions and implications for
BKPM’s investment promotion strategy.
The participants greatly appreciated having access
to comprehensive data so that their strategy development could be more fact-based, but would have
preferred to receive the data before the workshop
so they could have had more time to review it.
Overall, participants were satisfied with the training
activity: 61 per cent of respondents indicated the
training was “excellent” or “very good” and 35 per
cent called it “good.” All respondents reported
that their knowledge had increased as a result of
their participation in the training, including 27 per
cent who reported it had “increased significantly.”
Most (78 per cent) reported that they expect to use
their new knowledge and skills “very frequently”
or “frequently.”

At the executive briefing, the WAVTEQ and TPSA
consultants provided a summary presentation
of the previous day’s workshop, focusing on the
results of the exercise that asked participants
to create an annual business development plan
for BKPM. The briefing involved a lively discussion about the target sectors and countries BKPM
should be focusing on and the progress it is making
toward more proactively attracting FDI. The group
also discussed the challenges of developing and
implementing a full annual business development
plan, including the financial challenges posed by
the lack of sufficient resources for a comprehensive
lead-generation program.
There was strong consensus from participants
at both the training workshop and the executive
briefing that BKPM needs to shift from focusing
primarily on investment facilitation, with limited
image-building activities, to proactively targeting investors. To assist them in making this shift,
BKPM suggested that guidelines for developing
an investment promotion strategy, in particular
around proactive lead-generation activities, would
be beneficial.

At the end of the workshop, participants had a
clear understanding of why Indonesia is seeking to
attract FDI, and most of the team had a good awareness of BKPM’s FDI targets, indicating that BKPM is
becoming more of a results-focused organization.
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Participants at the workshop on strengthening BKPM’s FDI attraction strategy.

About the TPSA Project

The expected immediate outcomes of TPSA are:
improved trade and investment information
flows between Indonesia and Canada,
particularly for the private sector, SMEs, and
women entrepreneurs, including trade-related
environmental risks and opportunities;
enhanced private sector business links between
Indonesia and Canada, particularly for SMEs;
strengthened analytical skills and knowledge
of Indonesian stakeholders on how to increase
trade and investment between Indonesia and
Canada;
improved understanding of regulatory rules and
best practices for trade and investment.

TPSA is a five-year C$12-million project funded by
the Government of Canada through Global Affairs
Canada. The project is executed by The Conference
Board of Canada, and the primary implementation partner is the Directorate General for National
Export Development, Ministry of Trade.
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TPSA is designed to provide training, research, and
technical assistance to Indonesian government
agencies, the private sector—particularly small and
medium-sized enterprises (SMEs)—academics, and
civil society organizations on trade-related information, trade policy analysis, regulatory reforms,
and trade and investment promotion by Canadian,
Indonesian, and other experts from public and private organizations.
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The overall objective of TPSA is to support higher
sustainable economic growth and reduce poverty in Indonesia through increased trade and
trade-
enabling investment between Indonesia
and Canada. TPSA is intended to increase sustainable and gender-responsive trade and investment
opportunities, particularly for Indonesian SMEs, and
to increase the use of trade and investment analysis by Indonesian stakeholders for expanded trade
and investment partnerships between Indonesia
and Canada.

••
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For further information, please contact the
Project Office in Jakarta, Indonesia:
Mr. Gregory A. Elms, Field Director
Canada–Indonesia Trade and Private Sector
Assistance (TPSA) Project
Canada Centre, World Trade Centre 5, 15th Floor
Jl. Jend. Sudirman Kav 29–31 Jakarta 12190,
Indonesia
Phone: +62-21-5296-0376, or 5296-0389
Fax: +62-21-5296-0385
E-mail: greg@tpsaproject.com
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