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The SIJORI Growth Triangle
Launched 1990 – Singapore, Johor (Malaysia), Riau (Indonesia)

Different factor endowments, single destination
 Singapore – capital- and skill-intensive

 Johor – labour- and land-intensive

 Riau Is – labour- and land-intensive

Government-led 

 Low-cost

 Quicker than FTAs

 Export-oriented – escape small domestic markets

 By-pass constraints –
 land, labour for Singapore 

 capital and technology for non-core locations

 Enable all locations to climb the value chain 3



4



5



SIJORI – Population and Income

6

GDP Per Capita (2005 dollars)

Singapore Johor Riau Islands SIJORI

1990 16,049 3,738 2,537 10,304

2012 33,989 5,081 3,650 19,202

2030 56,998 9,997 6,557 30,821

Population (millions)

Singapore Johor Riau Islands SIJORI

1990 3.04 2.14 0.56 5.75

2010 4.03 3.36 1.69 10.1

2030 6.06-6.26 4.02 (5.6) 2.77 (5.1) 12.85-13.05 (16.8)

Toh and Jiang, 2016
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Source: BPS
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Electronics firms in Batam and Johor
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Source: van Grunsven &
Hutchinson 2016
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Employment Trends
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Source: BKPM



Why?

1) Declining Attractiveness 

• wages, ease of doing business

2) Domestic Market vs Production for 
Exports

3) Profusion of veto-makers

“Investors don’t want Batam, they 
now want the domestic market”, 
industry observer, Singapore, Nov 
2016
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Singapore Batam

Labour SGD 3-5,000 SGD 400-1,500
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Immediate Challenges
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Limited number of jobs to date

Limited number of players – no investment from Jakarta-
based majors

Challenging regulatory environment

Few immediate benefits for local residents

Limited local resource base
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Life as an FTZ?
Benefits:

 Easier access to land

 Expedited processing

 Suspension of import and export duties

 Exmptn on excise tax for imported raw materials

 Exmptn from VAT and luxury excise tax

 Exmptn on income tax on imported goods

 Exmptn/relief from local taxes

 Rdtn in land & building taxes

 Rdtn in income tax (20-100%) for 25 yrs >US 73mn

 70 years
Source: EIU



Moving to an SEZ?

Law 39/2009:

- Target sectors: export processing, technology, tourism

- Requirements: boundaries; close to shipping routes or 
natural resources; have support from local gov’t; fit 
planning

- Incentives: as with FTZ, plus – investment allowance, 
accelerated amortization, waiver of tax on dividends, 
longer leases on land

- Governance: Zone Council, Administrator

- 8 SEZs in Indonesia – 6 industrial and 2 tourist (3 
operational)

- FTZs: (BBK) are eligible to be converted into SEZs, if 
not their status will lapse after the pre-determined period. 

Source: Damuri, 
Christian, Atje 2015 



Moving to an SEZ?

Issues:
Co-existing regimes (FTZ and SEZ), 70 year validity

Enclave issues: 

 Cost

 Access to ports and between zones

Access to domestic market? Legally and logistically

Skills base?

Applicability to services? Capital requirements

Custodianship – who will be the Administrator?

 BP Batam

 Batam Municipality

 BP Batam (Batam); B Muni (Re-lang)
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