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Introduction

Commercial  diplomacy  has  become  vital  in  global  relations,  driving  trade, 
investment,  and  business  development   (Kostecki  &  Naray  2007).  In  this  context, 
countries communicate and interact to meet political and security interests and develop 
and  expand  their  economic  potential.  As  part  of  diplomacy  in  general,  commercial 

Abstract:
The  increase  in  Indonesia's  footwear  export  industry  since  2019  has  become an 
important  marker  for  the  success  of  Indonesia's  commercial  diplomacy  in  the 
footwear industry. Some trade and investment collaborations organized by the state 
are believed to be the key to the success of commercial  diplomacy.  Commercial 
diplomacy, in this context, refers to the economic activities undertaken by the state  
to bolster its national economy through trade and investment partnerships. Notably, 
non-state actors have played a crucial role in enhancing Indonesia's footwear exports 
by  lobbying,  advocating,  promoting,  and  ensuring  compliance  with  international 
standards.  These  actors  have  also  contributed  significantly  to  the  industry's 
production innovation and human resource development. This research aims to show 
that  non-state  actors  have  an  essential  role  in  commercial  diplomacy  through  a 
commercial  diplomacy  model  using  the  experience  of  commercial  diplomacy 
practices  in  the  Indonesian  footwear  export  industry.  This  research  employs 
qualitative methods, including documentary studies and interviews, to illustrate how 
these non-state actors support a commercial diplomacy model. The findings indicate 
that their involvement facilitates trade and strengthens Indonesia's position in the 
global footwear market, notably as it ranks fourth among the world’s producers. By 
leveraging these collaborative efforts, Indonesia aims to capitalize on its historical 
successes  and  address  challenges  such  as  rising  labor  costs  and  fluctuating 
international demand. 
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diplomacy tends to make the state the leading actor. Meanwhile, since the end of the 
Cold War, there has been a significant shift in the paradigm of International Relations 
where countries  are  not  the only major  players  in  the global  diplomacy stage  (Lop 
2017). 

In commercial diplomacy, state actors facilitate interactions between countries, 
companies,  and  non-state  actors  in  an  increasingly  integrated  global  business 
environment (Klinkby 2013; Busschers 2011). Thus, commercial diplomacy is essential 
in promoting exports and foreign investment,  protecting national economic interests, 
and expanding global market reach for companies and non-state actors. Non-state actors 
can  play  a  crucial  role  in  opening  the  door  to  profitable  international  economic 
cooperation by having more comprehensive access to market information and a robust 
global network.

Commercial  diplomacy  also  plays  a  significant  role  in  Indonesia's  footwear 
industry. Despite fluctuations in increases and decreases, according to data from the 
Central  Statistics  Agency,  in  2022,  footwear  exports  from  Indonesia  increased  to 
US$7.42 billion, an increase of 25.15% compared to the previous year. Graph 1 shows 
data on footwear exports in Indonesia.

The data on the increase in Indonesian footwear exports indicates not only the 
importance of the state in encouraging Indonesian footwear exports but also the critical 
role of non-state actors in the Indonesian footwear industry. The Indonesian footwear 
industry  mostly  meets  the  needs  of  foreign  brands  such as  Nike  and Reebok.  This 
impacts extraordinary labor shortages because these companies locate their factories in 
Indonesia because of the availability of cheap labor. Of course, this is a warning for 
Indonesia  to  be  able  to  balance  economic  profits  while  protecting  workers.  The 
consequence is the challenge for the local shoe brand industry to gain a place in the 
international market. The success of local shoes such as Brodo, Piero, and Sagara Boots 
cannot  be  separated  from their  efforts  to  meet  global  standards  and  compete  with 
foreign brands in price and quality.

Graph 1. Indonesia Footwear Export 2012-2022 (In US$ million)
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Source: Rizaty (2023)

The situation is not easy because some raw materials still depend on imports. 
This  situation  shows  that  the  state  needs  to  be  encouraged  to  care  about  domestic 
conditions  and  not  just  serve  the  interests  of  foreign  companies  for  the  sake  of 
employing workers. In practice, many non-state actors, such as Asosiasi Persepatuan 
Indonesia  (Aprisindo)  or  the  Indonesian  Footwear  Association,  are  essential  in 
pressuring  the  government  to  issue  more  favorable  regulations  for  local  footwear 
entrepreneurs. On the other hand, several other non-state actors are trying to protect 
workers' interests, improve the quality of workers, and even penetrate the international 
market independently.

Referring to  the concept  of  commercial  diplomacy,  which tends to  be state-
centric  (Bellina 2019; Berridge & James 2001; Lee & Hudson 2004; Ruel & Visser 
2012; Ruël & Zuidema 2021).The  role of non-state actors in the footwear industry in 
Indonesia  is  important.  In  practice,  many  non-state  actor  roles  support  commercial 
diplomacy, even at the policy-making level. Wider access to market information and a 
strong global network enable non-state actors to play a key role in opening the door to 
profitable international economic cooperation. 

Therefore,  this  research proposes a  commercial  diplomacy model  that  places 
non-state  actors  as  an essential  part  of  Indonesia's  footwear  commercial  diplomacy, 
referring to Indonesia's experience. This model expands the role of non-state actors in 
commercial  diplomacy  while  eroding  the  strict  boundaries  between  economic  and 
commercial  diplomacy.  Through  this  proposed  commercial  diplomacy  model, 
diplomacy for the Indonesian shoe export industry will progress further by opening up 
broader cooperation by including non-state actors in commercial diplomacy.

Methods

This study will use a qualitative approach to understand Indonesia's commercial 
diplomacy  model  in  the  footwear  export  sector.  This  approach  allows  for  a 
comprehensive  analysis  of  the  role  and  strategies  of  the  government  and  industry 
associations in increasing competitiveness and exports. In addition to using the library 
research method as data collection, this study also uses in-depth interviews to obtain 
more  accurate  data  on  Indonesia's  commercial  diplomacy  practices  in  the  footwear 
sector (Nazir 2014). Secondary data gathered from library research can be particularly 
valuable in the context of data collection methods. It includes published sources such as 
books, journals, and articles that provide insights and context for the research question. 
This data type can help researchers design their studies more effectively and provide a 
baseline for comparison with primary data collected later (Taherdoost 2021). 

In-depth interviews are qualitative research techniques to gather detailed and 
nuanced information about participants' experiences, beliefs, and perspectives (Osborne 
& Grant-Smith 2021)).  Informants are selected based on experience, knowledge, and 
viewpoints  relevant  to  the  researched topic.  In  doing so,  they can provide  in-depth 
insight  into  the  phenomena  being  explored.  Interviews  were  conducted  with  the 
Ministry  of  Trade,  represented  by  Rinaldo  Mardian  (Directorate  of  Industrial  and 
Mining Product Exports, Directorate General of Foreign Trade, Ministry of Trade of the 
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Republic  of  Indonesia)  and  Firman  Bakrie,  Executive  Director  of  Aprisindo.  The 
interview  results  were  analyzed  through  thematic  analysis,  exploring  relationships 
between themes and connecting them with the interviewees' experiences.

Literature Review

Commercial Diplomacy

Commercial  diplomacy  refers  explicitly  to  activities  carried  out  by 
representatives of countries that aim to generate commercial profits in the form of trade 
and  investment  in  and  out  of  the  country  of  origin  through  the  promotion  and 
facilitation of business and entrepreneurship in the host  country based on providing 
information on export and investment opportunities, maintaining contact with key actors 
and  maintaining  networks  in  relevant  fields  (Bellina  2019;  Ruel  &  Visser  2012). 
Commercial  diplomacy is  "the work of  diplomatic missions supporting the business 
sector, trade, and the national economy" (Ruël & Zuidema 2021). 

Meanwhile,  Kostecki  and  Naray  (2007)  define commercial  diplomacy as  a 
diplomatic  activity  that  includes  trade  promotion,  investment  promotion,  business 
advocacy, and tourism promotion, among others. Not only attracting investment and 
trade facilitation, other academics mentioned that commercial diplomacy activities also 
include activities that can encourage technology transfer (Ozdem 2009) or cooperation 
in the field of science and technology (Klinkby 2013). 

More  than  just  activities  related  to  trade  promotion,  investment  information 
services,  and lobbying,  Villanueva Lop (2017) moves commercial  diplomacy at  the 
state  policy  level.  For  Villanueva  Lop (2017),  commercial  diplomacy also  includes 
multilateral trade negotiations, trade consultations, and dispute resolution, all designed 
to influence government policies and regulatory decisions that affect global trade and 
investment. This idea is debated regarding the definitions of commercial diplomacy and 
economic  diplomacy.  For  Saner  &  Yiu  (2003)  Economic diplomacy  differs  from 
commercial diplomacy. Economic diplomacy is only concerned with the actions taken 
by different specialized ministries to influence the structure and mechanism of global 
governance in policy issues in economics and trade. Delegates' work in standard-setting 
organizations such as the World Trade Organization (WTO) is an example. 

In general, the concept of commercial diplomacy still places the state as the only 
main actor. The state is the leading actor in commercial diplomacy because the state is  
the only actor in agreements between countries. For Strange (2015), the state is the only 
actor in diplomacy because it has the power to establish and enforce laws and policies 
that  govern  the  economy and  trade.  The  state  can  influence  market  conditions,  set 
tariffs, and regulate foreign investment (Strange 2015). States are also legitimate entities 
in  the  international  system,  giving  them  legitimacy  to  participate  in  international 
negotiations  and agreements.  The state's  sovereignty  allows it  to  regulate  economic 
relations to suit its national interests (Strange 2015).

Non-State Actors in Commercial Diplomacy

Nowadays, developing access to information and networks provides non-state 
actors with more opportunities in commercial diplomacy (Pigman 2020). Although the 
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state is still the primary agent in policy-making at the policy-making level, non-state 
actors' role in commercial diplomacy can no longer be ignored. Udovič & Stjan Udovic 
(2011) put them in business diplomacy activities because they are not only related to 
business but also cooperate with interest groups, political parties, and other sub-state 
entities. Thus, cooperation between the state and non-state actors is an absolute thing in 
commercial diplomacy  (Kopp 2004) to gain trust and ensure the success of missions 
abroad.  Actors  such  as  companies,  interest  groups,  syndicates,  and  the  like  have 
considerable influence on the practice of commercial diplomacy (Saner & Yiu 2003).

One  non-state  actor  with  significant  economic  power  that  can  influence 
diplomatic relations between countries is the Multinational Corporation (MNC). Not 
infrequently  working with  diplomatic  missions,  trade  promotion agencies,  and local 
business networks, MNCs strive to overcome trade barriers and regulatory challenges to 
reach  new customer  segments  in  various  countries.  Not  only  that,  but  MNCs  also 
navigate political and economic risks and are responsible for initiating Corporate Social 
Responsibility  (Busschers  2011) through  networking  with  external  stakeholders, 
competitive  intelligence,  corporate  reputation,  and lobbying  (Egea,  Parra-Meroño & 
Wandosell 2020).

In  addition  to  MNCs,  actors  such  as  interest  groups,  syndicates,  and  non-
governmental  organizations  influence  commercial  diplomacy  considerably  (Saner  & 
Yiu 2003; S. Strange 1992). They help companies and countries conduct trade abroad 
and convince foreign companies of the benefits of investing in their home countries 
(Mercier  2007).  Likewise,  associations and chambers  of  commerce have an equally 
important influence. These organizations advocate for the interests of their members in 
trade  negotiations  and  international  business  affairs,  work  to  influence  policies, 
regulations, and agreements that impact their industries, and seek favorable conditions 
for market access, investment opportunities, and business growth (Gençtürk & Kotabe 
2001; Saner & Yiu 2003).

Baidoo, Méral, & Ongolo (2023) found that the rosewood trade between Ghana 
and  China  since  2019  has  been  carried  out  by  Chinese  entrepreneurs  sporadically 
without going through formal channels. Meanwhile, Jordhus-Lier et al. (2024) show the 
significant  influence  of  labor  unions  in  encouraging the  achievement  of  the  energy 
transition in Norway so that Norway can succeed in meeting the target even though 
Norway is dependent on the petroleum industry's emissions. Likewise, institutions such 
as FairTrade USA have succeeded in making an essential contribution to the tuna trade 
through market access and certification (Wiranthi, Toonen, & Oosterveer 2024). 

In commercial diplomacy, which stresses interstate negotiations, non-state actors 
such  as  private  companies,  trade  associations,  NGOs,  and  labor  unions  often  have 
minimal formal influence. However, growing challenges in global trade, particularly in 
areas  such as  poverty,  labor  rights,  innovation,  and market  access,  mean that  these 
entities must take a more active role. This shift marks a complex and vital development 
in Indonesia's footwear export industry as it faces increasing competition, technological 
changes, and global consumer trends that demand ethical production practices. Despite 
limited recognition within the framework of traditional  commercial  diplomacy, non-
state actors have become indispensable players in Indonesia's footwear export strategy. 
In simple terms, Figure 1 shows some important non-state actors in the practices of the 
footwear industry in Indonesia.
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Figure. 1 Indonesian Footwear Commercial Diplomacy

Information: This model shows that non-state actors, shoe companies, domestic 
associations, unions, MNCs, and NGOs influence commercial diplomacy
1. Non-state actors such as Aprisindo, manufacturing companies, and Labor Unions 

have a close relationship with supporting shoe exports. Manufacturing companies, 
directly  or  through  Aprisindo,  influence  the  government  in  determining  raw 
material import policies, local shoe export policies, and collaboration with foreign 
brands. Good relations between manufacturing companies and Labor Unions also 
determine foreign confidence in investing in the footwear sector. Meanwhile, the 
government executes several trade policies.

2. Even though it is part of the government, BPIPI supports non-state actors in the 
Indonesian shoe industry to improve shoe quality and human resources, 

3. MNCs and  NGOs influence  the  country's  government  and  non-state  actors  in 
production, standardization, market supply chains, and worker protection.

Result and Discussion

Indonesia's Footwear Export Industry: An Overview

The  footwear  industry  is  a  sector  that  produces  various  types  of  footwear, 
including shoes,  sandals,  and other  related  products.  The  industry  covers  the  entire 
process  from design  and  production  to  distribution  of  footwear  to  consumers.  The 
footwear  industry  contributes  a  considerable  amount  to  Indonesia's  total  exports.  In 
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2022, the value of footwear exports peaked, contributing to Indonesia's market share of 
global footwear exports,  which grew from 2.2% in 2003 to 4.4% in 2022  (Permata 
Institute  for  Economic Research 2024).  The  country's  footwear industry is  the third 
largest exporter in the world, after China and Vietnam. China controls 63.8% of the 
world footwear market share, Vietnam at 9.5%, and Indonesia at 3.2%. These three 
Asian  countries  collectively  account  for  over  three-quarters  of  footwear  exports 
worldwide (Graph. 2).

Graph.2 Top 10 Footwear Exporters (Quantity) 2023
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The footwear industry in Indonesia mainly serves the needs of foreign brands. 
About 54.4% of the total output of the footwear industry is exported as final products, 
which indicates that most of the production is intended for the international market. 
Meanwhile, about 35% of the footwear industry's output is consumed in the domestic 
market, which means that only a tiny part of the total production serves local brands 
(Permata  Institute  for  Economic  Research  2024).  Indonesia's  footwear  industry  has 
experienced quite good growth in recent years, with the main export markets being the 
United States, Europe, and East Asia (See Graph. 3). Even during the global economic 
downturn triggered by COVID-19, Indonesia's footwear sector has survived. In 2022, 
exports have recovered significantly, surpassing pre-pandemic levels to reach more than 
$5.1 billion (Permata Institute for Economic Research 2024).

Historically, commercial diplomacy has been the domain of government actors. 
The  Ministry  of  Foreign  Affairs,  the  Indonesian  Embassy,  the  trade  attaché,  the 
Ministry of Trade, and the Ministry of Industry have spearheaded efforts to open market 
access,  establish  cooperation  through international  trade  agreements,  negotiate  tariff 
reductions, and foster bilateral relations that facilitate export growth. The Ministry of 
Foreign Affairs and the Ministry of Trade play an active role in opening access to the  
international market through several cooperation explorations and trade promotions. 
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Graph 3. Indonesian Footwear Export Destinations 2022
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The opening of  market  access  continues  to  be  carried out  by Indonesia,  for 
example,  through the  negotiations  of  the  Indonesia-European Union Comprehensive 
Economic Partnership Agreement (IEU-CEPA). The IEU-CEPA agreement is expected 
to be able to resolve various trade barriers between Indonesia and the European Union, 
including shoe products. If the negotiations for 9 years are successful, then the shoe 
exports to Europe will become duty-free, just like Vietnam (Arief 2024). IEU-CEPA is 
expected to follow the IJEPA's (Indonesian-Japan Economic Partnership Agreement) 
success,  which  succeeded  in  lowering  the  preferential  tariff  to  0%.  The  decline 
succeeded in increasing shoe exports to Japan in 2024 to reach US$369.99 in 2023. In 
2019-2022, it experienced a decline due to the impact of the COVID-19 Pandemic. 

In addition to IJEPA, which provides Japan with access to Indonesian footwear, 
RCEP  (Regional  Comprehensive  Economic  Partnership)  also  opens  up  better 
opportunities.  Not  only  to  Japan  but  through  the  RCEP  signed  by  Indonesia  on 
November 15, 2020, it allows Indonesia to have a broader range of partners, including 
China, South Korea, Australia, New Zealand, and India. Through the RCEP, about 92% 
of goods traded between members will be tariff-free, including fuel products, plastics, 
chemicals,  and food/beverages in  critical  markets  such as  China,  Japan,  and Korea. 
More straightforward and flexible Rules of Origin allow businesses to take advantage of 
preferential  market  access  and regional  accumulation provisions  to  support  regional 
supply chains. Simplified customs procedures and trade facilitation will speed up the 
issuance of goods, especially for fast delivery and perishable goods. RCEP also includes 
increased  commitments  in  various  sectors,  such  as  professional  services,  logistics, 
research,  and  e-commerce.  The  provisions  prohibit  performance  requirements  for 
investors,  protect  against  future  policy  changes,  and  cover  new  areas  such  as 
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competition  policy  and  intellectual  property  rights  (Free  Trade  Agreement  Center 
2023).

According to Firman Bakrie, RCEP participating countries are significant export 
destinations for the Indonesian footwear industry. In 2020, exports to RCEP countries 
reached 29 percent of Indonesia's total shoe exports, with a value of US$1.39 billion out 
of  total  exports  of  US$4.80  billion.  RCEP  countries  are  the  second  largest  export 
destination after the European Union (30 percent), followed by the United States (27 
percent) (Timmoria 2021). China, as one of the largest footwear exporters in the world, 
has also experienced an increase in the value of footwear imports from Indonesia. WITS 
noted  that  the  volume of  footwear  imports  to  China  increased  by  US$ 186,833.84 
million in 2020, to US$ 237,373.21 million in 2021, US$ 221,257.67 million in 2022 
and to US$ 692.07 million in 2023 (Statista 2024a). Given RCEP countries' significant 
contribution to exports, RCEP ratification is vital for Indonesia's footwear industry to 
expand its market share and strengthen its competitiveness.

In addition to the agreement, the country is also actively promoting trade and 
investment (Naray 2011; Okano-Heijmans 2011). Countries often organize trade shows 
and missions to promote products,  provide relevant information, and build networks 
between  domestic  companies  and  potential  partners  abroad  and  investment 
opportunities.  IJEPA,  for  example,  encourages  participation  in  exhibitions  and 
programs that can help Indonesian shoe manufacturers market their products in Japan, 
such as virtual exhibition facilities and the Designer Dispatch Service (DDS) (Wati et al 
2023). 

In addition to increasing the number of Indonesian exports, the promotion also 
increases  the  value  of  an  investment  in  the  footwear  industry  in  Indonesia,  which 
continues to grow. Statista (2024b) noted that 2019 foreign investment in the footwear 
sector reached 188.3 million US$. Foreign investment continued to grow to 214 million 
US in 2020, 485.5 million US in 2021, 630.4 million US, and 782.5 million US in 2023.  
The increase in investment is inseparable from investor confidence, which continues to 
be maintained by Indonesia.  This was admitted by Firman (2024),  especially in the 
export-oriented footwear industry (global brand), in an interview by stating that,

‘This group usually has brands that are already accessible to outsourcing, so 
the most appropriate treatment to attract this investment is to attract buyers. 
Buyers  are  susceptible  to  policies  and  prices,  so  when  the  competitive 
investment  climate  and  existing  industries  grow and  develop,  they  will 
automatically invite investment. So, there is no need to promote anywhere; 
just  tell  stories  about  existing  industries  that  can  develop  in  Indonesia. 
Currently,  the  total  may  be  90%  of  Indonesia's  total  exports.’  (Firman 
Bakri, Personal Communication, 2024)

Nike, for example, has made Indonesia one of their largest production centers, 
reflecting its confidence in the market potential and quality of production in Indonesia. 
In addition to the availability of labor, the Indonesian government also provides services 
to  support  industrial  development,  including  incentives  for  investment  and  the 
development of better infrastructure (The Conference Board of Canada 2018).
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In addition, the government is also active in improving the quality of domestic 
footwear  by  organizing  various  trainings  and  standardization.  Balai  Pemberdayaan 
Industri Persepatuan Indonesia (BPOPI or Indonesian Footwear Industry Empowerment 
Center) organizes multiple efforts to improve the quality of the Indonesian footwear 
industry, including footwear business incubator assistance, integrated assistance, quality 
system assistance, footwear quality testing through BPIPI laboratories, and partnerships 
business. Rahma et al. (2024) claimed that BPIPI contributes to creating an ecosystem 
that supports the growth and development of the footwear industry in Indonesia. 

These foreign brands often utilize production facilities in Indonesia for several 
reasons. Trade Facilitation Office Canada and The Conference Board of Canada (2017) 
consider several essential factors. First, Indonesia has a significant production capacity 
in the shoe industry and has become one of the largest shoe exporters in the world. 
Second, despite the challenges in terms of the quality of domestic raw materials, many 
factories  in  Indonesia  are  known to  have  high-quality  production  processes.  Third, 
despite rising wages in Indonesia, labor costs are still  relatively lower than those in 
developed countries  (On the  contrary,  MNC is  advantageous  for  Indonesia  because 
footwear products are classified as a labor-intensive industry). Fourth, with a strategic 
geographical position and favorable trade agreements, Indonesia provides good access 
to  global  markets  (Trade  Facilitation  Office  Canada  and  The  Conference  Board  of 
Canada 2017).

However,  relatively high wages compared to China and Vietnam are another 
challenge to the high absorption of workers. Although wages are not the only factor 
determining the price of shoes, they play an essential role in consumers' cost structure 
and purchasing power, which can affect prices in the shoe market (Liu 2021). China and 
Vietnam have  lower  wages  than  Indonesia.  According  to  data  from the  Indonesian 
Footwear Association (Aprisindo or Asosiasi Persepatuan Indonesia), the average wage 
of workers in Indonesia reaches US$ 179 per month, while the wage of workers in 
China  is  US$  159  per  month,  and  in  Vietnam,  the  wage  is  US$  95  per  month  
(Abdulkadir,  Afriana,  &  Azis  2020).  As  a  result,  the  average  price  of  Indonesian 
footwear is higher than that of Chinese footwear. In addition to wages, the high cost of 
production in Indonesia, raw materials, energy, and logistics costs have resulted in the 
price of footwear being higher than in China and Vietnam (Nurkomariyah & Sutjiatmo 
2023). Meanwhile, Permata Institute for Economic Research (2024)1 noted that building 
and machinery rent controls 40% of total production costs, raw materials 24.3%, energy 
8.7%, wages 19.3%, and other expenses cover 13% of the total production cost.

However, the increasing complexity of global trade regulations, rising concerns 
around  environmental  sustainability,  and  increased  scrutiny  of  labor  practices  have 
created new challenges for the industry. As a result, Indonesia's footwear exports are 
now  influenced  by  factors  beyond  price  competitiveness,  including  production 
standards,  ethical  sourcing,  and  CSR  initiatives.  These  challenges  require  the 

1 Permata Institute for Economic Research (PIER) started in April 2014 and has been providing various research products such as daily 
market updates, analysis of the macroeconomic conditions, and strategic industries in Indonesia, including manufacturing, retail, mining and 
agriculture, tourism and services. See https://www.permatabank.com/en/pier/ 

https://www.permatabank.com/en/pier/
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involvement of non-state actors who have particular expertise to address these diverse 
issues, but their role is often sidelined in traditional commercial diplomacy.

Aprisindo And Indonesia's Footwear Industry

As argued by (Gençtürk & Kotabe 2001; Mercier 2007; Saner & Yiu 2003; S. 
Strange 1992) interest groups, syndicates, and non-governmental organizations can help 
companies and countries in foreign trade and investment with advocacy, business, and 
policy negotiations. Aprisindo is a non-state institution whose members are Indonesian 
Footwear  Companies.  Aprisindo is  one of  the crucial  actors  in  the Indonesian shoe 
industry. Trade organizations have an essential role in advocating for the interests of 
their  members  in  trade  negotiations  and  international  business  affairs,  working  to 
influence policies, regulations, and agreements that impact their industries, as well as 
seeking favorable conditions for market access, investment opportunities, and business 
growth (Gençtürk & Kotabe 2001; Saner & Yiu 2003).  With policy engagement, they 
interact  with  government  officials,  policymakers,  and  diplomatic  representatives  to 
advocate  for  policies  that  benefit  their  members  and  participate  in  commercial 
diplomacy discussions to shape trade agreements and regulatory frameworks (Klinkby 
2013).  Gençtürk & Kotabe (2001) show that  business  associations can help resolve 
trade  conflicts.  In  the  case  of  trade  disputes  or  commercial  conflicts,  business 
associations can play a role in facilitating dialogue, mediation, and dispute resolution 
between the business world, government agencies, and foreign partners.

To protect the footwear industry in the country, Aprisindo is trying to influence 
the  government  to  enforce  rules  that  can protect  the  interests  of  domestic  footwear 
companies. For example, Aprisindo urges the Indonesian government to include illegal 
imports  as  an  extraordinary  crime  because  it  threatens  the  domestic  industry  and 
establishes  an  Illegal  Import  Eradication  Commission  to  stop  this  practice  (Nurdifa 
2024). Unfortunately, the flood of illegal products continues to occur. According to the 
Central Statistics Agency (BPS), data on Indonesia's imports from China was US$484.3 
million in 2022. Meanwhile, ITC data shows that China's footwear exports to Indonesia 
are worth more than US$1.2 billion (Nurdifa 2023).

However,  this  does  not  mean that  Aprisindo has  failed to  join  the  footwear 
industry in eliminating export obstacles. Aprisindo continues to criticize burdensome 
policies for entrepreneurs, such as additional taxes on imports of cloth as raw materials 
in 2019-2022. This policy was later removed, but a still considered burdensome policy 
has emerged, namely the obligation to verify industrial capabilities before importing 
raw materials. This verification process often causes several companies to experience 
production delays. Several companies still surviving in export need this convenience to 
remain competitive (Firman Bakri (Direktur Eksekutif Asosiasi Persepatuan Indonesia) 
2024).

Aprisindo's role in removing obstacles for the footwear export industry was also 
acknowledged by the Ministry of Trade in an interview representing the Ministry of 
Trade, stating that, “In essence, when business actors convey problems to Aprisindo, 
and they propose solutions, we discuss this problem with related sectors, including the 
Ministry of Industry, to find solutions that benefit all parties” (Rinaldo Mardian 2024).

Aprisindo can  even collaborate  with  partners  abroad to  develop exports  and 
promotions. One of the collaborations is the MoU between Aprisindo and international 
associations, such as the Footwear Distributors and Retailers of America (FDRA) in 
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2011. Aprisindo's collaboration with FDRA aims to expand the market for Indonesian 
footwear products, especially to the United States, one of the largest markets, through 
exchanging knowledge, technology, and product development support (Yunika 2017). 

Multinational Corporation and Domestic Footwear Company

MNCs  wield  significant  economic  power  and  are  crucial  in  promoting 
diplomatic  relations  between  countries.  They  often  collaborate  with  diplomatic 
missions,  trade  promotion  agencies,  and local  business  networks  to  overcome trade 
barriers  and  regulatory  challenges,  expanding  their  customer  base  across  various 
countries. Multinational corporations engage directly in diplomatic action by lobbying 
local governments and decision-makers to protect their business interests. This involves 
negotiating requirements, seeking favorable regulations, and building connections that 
facilitate their operations in foreign markets. Moreover, MNCs navigate political and 
economic risks and are at the forefront of Corporate Social Responsibility initiatives 
(Busschers 2011).

Through  proactive  lobbying  and  advocacy,  MNCs  can  significantly  shape 
economic and trade policies in the host country. They can influence governments to 
create policies that support exports, such as tariff reductions, tax incentives, or free trade 
agreements. Several MNCs like Nike can monitor their supply chains quite well. They 
use an advanced supply chain management system to monitor every production stage, 
from raw material procurement to distribution, allowing them to identify problems in 
real  time.  They  regularly  conduct  supplier  audits  to  meet  quality  standards,  ethics, 
working conditions, and environmental compliance (The Conference Board of Canada 
2018). Monitoring the supply chain makes the footwear export industry very dynamic. 
Changes in political and economic conditions that can disrupt their supply region have 
prompted the relocation policy of factories, such as what happened in the relocation of 
Nike from Indonesia to Vietnam (Sandi 2022; Suhendra 2019)

In Indonesia,  almost 90% of the footwear industry is an industry that serves 
foreign brands such as Nike, Adidas, New Balance, Reebok, etc. These companies work 
for brands that already have a name and a market. In addition to the market and brand, 
their  power  to  absorb  the  workforce  and  their  interests  are  the  main  things  that 
determine  the  direction  of  commercial  distribution.  To attract  foreign  investors,  the 
Indonesian government offers tax incentives, simplified licensing, foreign investment 
protection, training of local workers and R&D, innovation in design, and production 
technology (The Conference Board of Canada 2018).

Conversely, multinational corporations can also be subject to diplomatic action 
when  governments  or  diplomatic  institutions  conduct  negotiations  to  support  their 
national business. For example, a country may use commercial diplomacy to promote 
its  multinational  companies in the international  market,  representing the interests  of 
those companies in global negotiations. In this context, multinational companies benefit 
from the support and advocacy provided by their home country (Sevin & Karaca 2016). 
Rinaldo Mardian (2024) stated that at the Sydney Global Sourcing Expo 2024, various 
footwear products supported the increase in Indonesia's exposure. Likewise, the Indo 
Leather & Footwear Expo 2024 involved 350 participants, including 70 UMKM (Usaha 
Mikro Kecil dan Menengah/Micro, Small and Medium Enterprises) from 9 countries, 
including India, Italy, China, Korea, Taiwan, Japan, Singapore, Indonesia, and France 
(Wiyono 2024).
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Another practice of commercial diplomacy is through direct meetings with the 
government, such as the meeting between the Indonesian government, in this case, the 
Minister of Trade, with the Vice President/General Manager of Nike UK and Ireland, 
Sarah Hannah,  and Nike's  Director of  Government Affairs,  International  Trade,  and 
Customs,  Ingrid  Van  Laerhoven,  in  London  to  discuss  some  matters.  During  the 
meeting,  they discussed Nike's  investment in Indonesia and a more environmentally 
friendly industry (Santia 2023). Business meetings are also an opportunity for MNCs to 
discuss many matters with the government, such as those held by Adidas through the 
Adidas  Global  Partner  Summit.  During  the  meeting,  both  parties  addressed  the 
sustainability of investment and a supportive business climate (Kencana 2023).

Local footwear companies,  like MNCs, are significant players in commercial 
diplomacy, but they confront unique challenges. When pitted against global behemoths 
like Adidas and Nike,  local  brands struggle with limited resources,  technology,  and 
distribution networks. They often lack access to the latest innovations and technologies 
that could enhance product efficiency and quality. Capital constraints impede expansion 
and investment in research. Moreover, government regulations on wages, occupational 
safety, and the environment can be burdensome for small companies. Building reliable 
supply  chains,  brand  awareness,  and  adapting  to  changing  trends  and  consumer 
preferences pose significant challenges (Goni & Kadarusman 2015; Hidayat 2024).

Private companies are pivotal to the Indonesian footwear industry, serving as 
producers and innovators in the production process and sustainability. These efforts are 
crucial  for  Indonesia’s  competitiveness  in  a  global  market  that  increasingly  values 
sustainability. Several local brands, including Piero, League, Compass, Sagara Boots, 
Thanksinsomnia,  and  Brodo,  have  successfully  penetrated  the  international  market. 
They continue innovating their products and designs, striving to reach the global market  
through international exhibitions like MICAM (Milano), Footwear Expo, Pitti Uomo, 
and  collaborations  with  international  brands  (Kusumawardani  2021).  Meanwhile, 
brands like Speed started their sales by sponsoring local football matches. CEO Speed 
admitted that bold sales and promotions through sponsorship media helped them reach 
overseas  markets  (Haerudin  2023).  Local  footwear  brands  adhere  to  international 
certifications and standards such as ISO 9001 for quality management and ISO 14001 
for environmental  management systems to ensure their  products are accepted in the 
international  market.  They leverage social  media and storytelling strategies to boost 
sales and foster strong relationships with global distributors like FDRA.

Local footwear companies can independently carry out commercial diplomacy 
functions such as trade and investment promotion  (Kostecki & Naray, 2007; Okano-
Heijmans,  2011).  Their  independence  in  accessing  information  and  markets  is  the 
primary support for commercial diplomacy Udovič & Stjan Udovi (2011).

Labor Unions and Global NGO

Labor  Unions  are  another  critical  group  of  non-state  actors  in  the  footwear 
sector.  Jordhus-Lier  et  al.  (2024) found  that  labor  unions  influence  market  and 
government policies in the energy transition.  Labor unions represent their  members' 
interests in trade negotiations and global business matters, striving to shape policies, 
regulations, and agreements that affect their industries (Gençtürk & Kotabe 2001; Saner 
&  Yiu  2003). They  commonly  collaborate  with  international  NGOs  to  pressure 
companies and countries to care more about workers' conditions. Their influence must 
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undoubtedly be considered in commercial diplomacy because their bargaining position 
is quite strong in determining production.

Labor Unions in Indonesia have been pushing for improved wages and working 
conditions  for  a  large  workforce  in  the  industry,  advocating  for  fair  treatment  and 
compliance  with  national  and  international  labor  laws.  Through  some  worker 
associations such as the National Labor Union (SPN or Serikat Pekerja Nasional) or the 
Federation of Textile, Garment, and Leather Workers' Unions (FSPTSK), they negotiate 
several rights and obligations as workers both under export-oriented national private 
companies and MNCs operating in Indonesia. For companies, workers are the principal 
capital related to human resources and skills, and companies value their contributions 
with decent wages. The worker will sue the company or strike if the contribution does 
not  receive the appropriate  award.  This  will  affect  the company's  performance.  Not 
infrequently, if the company ignores these demands, workers will take to the streets to 
demonstrate, as workers of Nike and Adidas companies have done (Asmalyah 2019).

The Labor Union is affiliated with Aprisindo to bridge the relationship between 
workers  and  the  company.  Relatively  cheap  labor  prices  are  one  of  Indonesia's 
advantages  in  attracting  international  shoe  entrepreneurs  to  produce  their  shoes  in 
Indonesia. However, low wages do not provide welfare for workers. Although it does 
not  directly  contribute  to  footwear  exports,  the  presence  of  the  Labor  Union  and 
Aprisindo  is  a  forum  for  negotiations  that  positively  contribute  to  Indonesia's 
commercial  diplomacy activities.  One of the agreements is  establishing a Collective 
Labor Agreement (Mahfudhi et al. 2022). 

The  labor  union  collaborates  with  Aprisindo  and  partners  with  non-profit 
organizations such as the Clean Clothes Campaign (CCC), Asia Floor Wage Alliance 
(AFWA), and Fair Labor Association (FLA). The collaboration with CCC revealed that 
the shoe manufacturer Adidas has performed discriminatory and exploitative practices 
against  footwear  workers  (Gabungan  Serikat  Buruh  Indonesia  2023;  OECD Watch 
2002).  FLA  found discrimination against workers in the shoe industry in Indonesia, 
including in  the context  of  large companies  such as  Nike.  Research and reports  by 
Connor & Dent (2006) and the Fair Labor Association (2017) show that workers in this 
sector often face unfair working conditions, including significant wage disparities and 
unequal treatment based on gender or other factors. FLA provides economic assistance 
to garment workers and/or those affected by COVID-19 to help workers overcome wage 
problems.

The international community has considerable influence over MNCs, especially 
in developing countries like Indonesia, to increase transparency in the Global Supply 
Chain. Setiawati (2021) found that OXFAM's documentation reports on workers' rights 
abuses can be used to pressure MNCs to comply with better work standards by showing 
concrete evidence of the negative impact of their practices. International attention to 
related  companies  increases  when nonprofit  organizations  such as  CCC (2024)  and 
OECD Watch (2002) reveal poor working conditions and force the company to comply 
with  higher  international  standards  (Fair  Labor  Association,  2017;  Connor  & Dent, 
2006). 

Nonprofits  that  advocate  for  workers'  rights  often  influence  global  public 
opinion about big brands. Oxfam, for example, educates consumers about bad practices 
carried out by MNCs. Thus, Oxfam can influence consumers' purchasing decisions. If 



Iva Rachmawati, Sri Issundari, Dyah Lupita Sari

15      POLITIKA: Jurnal Ilmu Politik  XX (X), 202X   ⎢

consumers choose not to buy products from companies that do not comply with good 
work standards, MNCs will feel the financial impact which can encourage them to make 
changes (Connor & Dent 2006; Setiawati 2021). Through campaign materials, such as 
leaflets and ethical shopping maps, CCC seeks to change consumers'  perceptions of 
clothing purchases, making it a political act with public significance (Balsiger, 2010).

International  non-governmental  organizations  can  also  influence  investors  to 
decide to invest in MNCs. CCC, for example, seeks to raise awareness among investors 
about the reputational risks associated with companies that do not comply with ethical  
standards in production. By disseminating information about poor working conditions 
and human rights abuses in factories, CCC encourages investors to consider the social 
impact  of  their  investments.  Oxfam  publishes  a  report  documenting  the  abuses  of 
workers' rights and the adverse effects of certain business practices. Investors use these 
reports  to  evaluate  the  reputational  and  financial  risks  associated  with  investing  in 
companies involved in such violations (Setiawati 2021). In Nike's case, the demand of 
70 of its investors to pay garment workers in its supply chain $2.2 million in additional 
wages highlights the magnitude of the influence that investors can have on corporate 
actions  (Clean Clothes Campaign 2024).

Conclusion

This  paper  underscores  non-state  actors’  unique  and  multifaceted  role  in 
bolstering Indonesia's commercial diplomacy within the footwear export industry. The 
findings reveal that while the Indonesian government has made significant efforts to 
promote economic activities  through diplomatic channels,  the active involvement of 
private companies, industry associations, and non-governmental organizations (NGOs) 
is indispensable for navigating the complex challenges that the sector faces.

The research demonstrates  that  non-state  actors  are  not  passive recipients  of 
government initiatives;  they are proactive and vital  players in advocating for policy 
reforms that align with the interests of various stakeholders, including businesses and 
workers.  Their  lobbying  efforts  help  shape  a  regulatory  environment  conducive  to 
growth and competitiveness. Additionally, these actors play a crucial role in promoting 
Indonesian footwear products in international markets, enhancing brand visibility, and 
facilitating access to new consumer bases.

Additionally,  non-state  actors  play  a  key  role  in  ensuring  compliance  with 
international  standards,  a  crucial  requirement  for  accessing  global  markets.  Their 
involvement  promotes  ethical  and  sustainable  production  practices,  aligning  with 
increasing consumer demand. These actors also contribute to innovation and human 
resource  development  within  the  industry.  By  fostering  partnerships  and  training 
programs, they drive advancements in sustainable practices and enhance the workforce's 
skills.

While  non-state  actors  offer  significant  contributions,  their  potential  remains 
untapped within the current commercial diplomacy framework. The paper advocates for 
a  more  integrated  approach that  leverages  the  strengths  of  both  state  and non-state 
actors. This collaborative model can enhance Indonesia's competitiveness in the global 
footwear market, promote sustainable practices, and improve labor conditions. It also 
serves as a model for other sectors seeking to navigate international trade.
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