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EXECUTIVE SUMMARY 

The Indonesian toy industry is rife with opportunity. Demographic trends, growing local 

demand, and production capacity show the industry’s potential in Indonesia. Yet, there remains 

difficulties in sourcing raw materials and costly compliance procedures, causing efficiency 

loss. This study surveys the Indonesian toy industry’s emerging issues and potential for growth. 

Further, it lays out the strategy needed to overcome the existing challenges and accelerate the 

growth of the Indonesian toy industry.  

The Indonesian toy industry has great potential as a strategic commodity and to contribute 

significantly to the national economy. First, Indonesia’s demographics show an increase in 

productive population, indicating considerable future market potential for the local toy 

industry. Second, interviews with local toy manufacturers suggest that there is growing local 

demand as a proportion of total demand and the interest in buying local products is predicted 

to increase. Third, there is still room to increase production capacity to meet these growing 

demands. Fourth, mandatory SNI policy is already in place to ensure the safety of toys 

distributed in Indonesia. Fifth, specific trade cooperation has offered a framework to help 

source raw materials. Local manufacturers need to capture this opportunity in order to be able 

to compete with foreign manufacturers. The Indonesian government and manufacturers 

therefore need to design an appropriate strategy to boost the industry’s growth and increase its 

competitiveness both in the national and international markets. 

Despite the opportunities, there are several challenges facing the toy industry. First, the 

procedure and cost to obtain the Indonesian National Standard (Standar Nasional Indonesia, 

or SNI) certificate for toy products is deemed complicated and expensive, particularly harming 

small and medium sized manufacturers. Second, illegal imported toys are smuggled through 

the black market, thereby harming compliant toy companies. Third, there is no industrial cluster 

for toy manufacturing. A specialized industrial cluster could improve the industry’s production 

efficiency. There is also a lack of an industry-specific policy for the toy industry. Fourth, the 

global economic slowdown caused a slight decline of international demand for domestically 

manufactured toys. In this climate, Indonesian local manufacturers can experience difficulties 

exporting due to requirements and standards in export destination countries. Importantly, the 

trade balance does remain positive over the past five years, and the trade surplus in 2015 is 

higher than it was in 2010. Fifth, local manufacturers produce only a limited variety of toys. 

There is also a growing interest in and demand for digital games. Unless manufacturers work 

to make digital toys complementary to digital games, digital games will hamper the growth of 

the traditional toy industry. Lastly, local manufacturers are concerned about costs and skills. 

They share the concern that the high cost of attending toy exhibitions limits market-reach. 

Further, they are worried about increasing labor costs and their ability to meet international 

standards with the current skill level of their labor.  

This study will: i) analyze the market structure and performance of Indonesia’s toy industry; 

ii) assess the capacity of domestic toy production to meet national demand; iii) examine 

Indonesia’s trade (export and import) in the toy sector; and iv) analyze the supply chain of the 

toy industry in Indonesia. In conclusion, this study will offer recommendations to improve the 

industry’s performance. 
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