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Foreword

Indian Ambassador to Indonesia

It is my privilege to introduce apdr e s e n't the comprehensively resear
Convergence: Indladonesia Defence Partnership in a Shiftingfhdoc i f i ¢ 0 .

Our two nations are united not only by geography and maritime proximity, but also by millenia dirttytural af
and a common vision for peace, stability and prosperity in thédciflo. Today, this friendship has matured
into a Comprehensive Strategic Partnership, with defence and security cooperation at its core.

The signing of the Defence Cooperatigne@ment (DCA) in 2001 and renewal of the same in 2018 set the stage
for a broader partnershiipnoving beyond coordinated patrols and training to encompass defence technology,
industrial collaboration and joint capduityding. This publication is attesent to that progress. By mapping

our industrial ecosystems, it provides a foundation for stakeholders in both countries to identify synergies, purs
joint ventures and strengthen supply chains.

Range, scale and trajectory of Indian and Indones@arcele&fquipment are similar in many ways. Both our
countries diversified defence imports and are not reliant on one or two foreignw@bMse systems,
equipment, missiles, ships, land systems and aircraft that are Western and Eastern (Sovieit)gorigin; pos
challenges in maintenance, upgrades and supply chains. Presently, we have multiple platforms that are com
such as Sukhoi fighter a/c and Hawk Jets, to name a few; and future acquisitions of Indonesia such as Ralf
fighter a/c and Scorpene subimes are already in service with Indian Armed Forces with high amount of local
content and maintenance capabilities.

I ndi a0 sAtpanirbizauBhanas wanhsformed our defence industry into a hub of innovation and resilience.
From land sytems, naval platforms, aerospace, advanced missile systems and satellites, India is increas
designing, developing and producing capabilities that meebogletgmands while enhancing regional
security. The recent success @peration Sindoot where indigenously developed platforms proved their
effectiveness in  combat operations, stands as a clear demonstration/ testimony of the strategic-value of se
reliance.

Indonesia is advancing along a similar path, strengthening its defence industrial base thesiaditishesl|

institutions and a dynamic private sector. Together, India and Indonesia are natural partners in developing
robust, selfeliant deénce ecosystént o mbi ni ng | ndi ads -dydepmartagemant witre ¢ h n
I ndonesi ads growing strengths in shipbuilding, a

Thismonograph andirectory is more than a catalogue of companies. It is a practical roadeoapdration,
reflecting the determination of India and Indonesia to build enduring defence industrial linkages. Our partnershi
is rooted in trust, strengthened by shared interests and directed towards securing a stabkesaddmdkes

Pacific.

I commend the authors and partner instituficthe IndePacific Strategic Intelligence (I1Sl), Indonesia, and the
National Maritime Foundation (NMF), Ind@lifor their commitment to this endeavour. This directory will serve
as a valuable instrument in adwanthe Indidindonesia defence partnership and in realising our shared vision
of resilience, seléliance and regional security.

Sandeep Chakravorty




Chief of KKIP (Indonesia Defense Industry Policy Commttee

Praise be to God Almighty, for it is by lgrace that this monograph, the reswoltdiboration betweéndo-
PacificStrategic Intelligence (ISI) and the National MarFooedation (NMF) of India, entitled "Forging
Strategic Convergence: IfidiadonesidDefence Partnership in a Shifting kiixific”, has been successfully
completed.

This monograph comes at a timely moment, as the security and geostrategic dynémdiod afdifie continue

to evolve rapidly and with increasing complexity. Indonesia anddntva, leading maritime natpshare
strategic interests in maintaining regional stadtilépgthening defence cooperation, and serving as mutually
beneficial strategic partnefrough this publication, a comprehensive overview is presented on the
opportunities andhallenges ienhancing defence collaboration, particularly in the areas of maritimetisecurity,
defence industry, technology transfer, and regional security.

The monograph also thoroughly discusses the dynamics of Iiidémdisialefenceooperation amidst the
incraasingly complex and competitive hRdeific securitgnvironment. As two principal maritime states,
Indonesia and India are called upometalibrate their defence stratégibsough diplomacy, procurement
reform, and defenéedustry developméditin orde to respond effectively to regional security challenges while
reinforcing strategic autonomy.

The analysis in this monograph elaborates on four key dimensions: the trajectorpatiobstdefence
diplomacy in the 21st century, Indonesia's defencegmmaeu reform, theransformation of India's defence
industry within the framework of the Act East Policyttemdpportunities and constraints in bilateral defence
industry collaboration. The findirgghlight three main points: first, defence diplomatyfting from symbolic
gesturegowards more substantive cooperation, though it has yet to become fully institutiseedindd;
Indonesia's ambitious defence reforms continue to face structural limitatongast with India's more
directed experience; and third, the urgency of strengttiefdnge industry collaboration, despite asymmetries
and regulatory differences betweerviioenations.

For Indonesia, this publication provides highly relevant strategic insights, partishiéging defence policy

and developing the national defence industry. As the Executivef @lealidefence Industry Policy Committee
(KKIP), I view this monograph not only asesmichment of academic discourse but also as offering practical
perspectivefor policymakerén advancing Indonegidndia defence cooperation, especially in the fields of
maritimesecurity, shipbuilding, aerospace, and defence technology.

As the Executive Chair of KKIP, | also regard Indofidsidia defence cooperationratevahnot only in a
bilateral context but as bearing strategic value for building eesilaat IndePacific defence architecture.
Strengthening defence industry coopefatiparticularly through joint production, research, and technology
developmerit will provide significant contributions in advancing defenceedieliice and enhancing global
competitiveness for both nations. We warmly welcome all positive and constructiveimttatipe=paration

of this monograph, which not only presents acadeatysigrout alsaffers practical ideas for policymakers and
defence practitioners. It is our hope thatghidication will serve as a valuable reference in formulating strategic
measures to deepkonesia India relations in the years ahead.

Dr. Yoedhi Swastanto, M.B.A.
Lieutenant General (Ret.)




Indo-Pacific Strategic Intelligence Writers

It is with great pleasure to present this monograpRoaging Strategic Convergence. Indidndonesia
Defence Partnership in a Shifting IndePacific. This work represents the first dedicated study that examines
the dynamics of defence industrial cooperbgtwveen Indonesia and India, a topic that remained on the margins
of scholarly inquiry despite its growing strategic relevance.

While India and Indonesia share deep historical and cultural ties and increasingly aligned strategic interests in
Indo-Padfic, collaboration in the defence industry remains underexamined. Both nations are heirs to the principle
of nontalignment and the spirit of independence, which continue to shape their foreign policy and defence
postures. In this contestrategic convegenceshould not be understood merely as a similarity in geopolitical
outlooks, but agshared vision for resilient and secure supply chains. Accordingly, defence industrial cooperatiol
is not a departure from strategic autonomy, but rather a delitemateof cultivating sedfliance, enhancing
indigenous innovation, and reducing external vulnerabilities amid intensifyogvgraatalry.

Additionallydefence industry is about natinlding. By fostering indigenous production, creating giited

and developing supply chains, both Indonesia and India can harness defence cooperation as a tool for econo
empowerment and poverty alleviation. In this sense, the pursuitedieselé in defence is inseparable from the
broader aspiration of lifting societies and building resilient economigs.shared aspiration is reflected in

I n d Atmahnisbhar Bharan i t i at i v e Optimun Esserdiad Foecs (@agiasime, both of which
emphasise strengthening domestic defence capacite@sdatéon for national resilience and regional stability.

Equally important is the contribution such cooperation can make to regional peace. A strongliant self
defence posture enables both Indonesia and India to safeguard their sovereidstydeteleiag instability in

the IndePacific. By working together, both countries can help ensure that the region remains peaceful, open, al
inclusivé one where security is not defined by rivalry alone, but also by cooperation and mutual respect.

| am deply grateful for the dedication of colleagues from ISI and NMF, as well as the generous support of The
Embassy of India in Jakarta and the many individuals and institutions who contributed their time, expertise, at
perspectives to this project. The imsighared by policymakers, industry leaders, and practitioners have greatly
enriched this work, reminding us that behind institutional frameworks and strategic concepts lie humai
commitments to peace, independence, and dignity.

I hope this monograph wikrve not only as a reference for scholars and policymakers but also as an invitation
for further research. The subject of Indodésiza defence industrial cooperation deserves continued academic
attention, both to strengthen the theoretical undersgaofiitefence diplomacy and to contribute practically to

the advancement of bilateral.ties

It is my sincere wish that this work will inspire similar inquiries in the future and, more importantly, support the
practical steps needed to foster a strongenatuglly beneficial Indonediadia defence industry partnership

Project Manager,

Aisha R. Kusumasomantri







Executive Summary

India and Indonesia, as two pivotal maritime states in th@dediz, are increasingly compelled to recalibrate
their defence cooperation in response to evolving regional security dynamics and global power competition. Tt
research examined four inédated dimensions: (i) the trajectory of &dionesia defence diplomacy in the
twentyf i r st century, (ii) Il ndonesiads ongoing refor
I ndi a 0 dndudtriaf teamsformatioand the implicatons or it s 06 Act East Polic
objectivesand (iv) the opportunities and obstacles inherent in bilateral-tefestiéal cooperation.

The analysis yields three principal insights. First, defence diplomacy between India andas@cpesidda

beyond symbolic gestures and confidbuitéing toward more substantive forms of engagement, including
coordinated patrols, joint exercises, and defence dialogues. Yet, this cooperation refratiitioaaised

and unevenly resourceihiting its deterrent and stabilising potential. Without systematic mechanisms for
planning, evaluation, and resource allocation, defence diplomacy risks being episodic rather than transformati

Second, l ndonesi ads def e mwthambipon and gonstramé Ddspite peolgress ims
institutional restructuring, regulatory adaptation, and attempts to stimulate domestic defence industries, structu
inefficiencies persist. Reliance on foreign suppliers, bureaucratic fragmentaticak modistréal linkages
continue to under mi nreellinadnocnee s iBayd sc ognutersats tf, o rl nsdei | afé
coherent strategic vision and sustained political commitment. Through reforms in procurement, foreign direc
investmen(FDI), and defence research and development (R&D), India has incrementally cultivated an indigenot
defencendustrial ecosystem capable of both absorbing and producing advanced technologies. This experien
while still incomplete, offers relevant lesgor Indonesia, particularly on aligning political will with industrial
capacity.

Third, both countries acknowledge the strategic rationale for deflersteal collaboration, most notably in

joint production, technology transfer, anddeeelopment itiatives. Such cooperation could simultaneously
enhance strategic autonomy and mitigate dependency oregioiral suppliers. However, structural
asymmetries remain significant. India possesses a comparatively advanced, though still unavweustdafence
base, while I ndonesiads industry remains nascent
regulatory frameworks, mismatched timelines, and competing procurement priorities further complicate
collaboration. Without harmonisationataital industrial cooperation risks remaining declaratory rather than
actionable.

The findings underscore the necessity of moving beyond episodic or transactional engagement toward structur
institutionalised cooperation. Three policy imperatives stanéirst, India and Indonesia must establish
formalised platforms for deferAoeustrial coordination that extend beyond ad hoc dialogues, enabling systematic
identification of complementarities and barriers. Second, regulatory and procurement bariea@ssatitial,
particularly in aligning offsets, licensing regimes, and transparency mechanisms. Third, joint projects shot
prioritise areas of comparative advafitagh er e | ndi ads maturing ecosyst
modernisation driviesuch a maritime surveillance, shipbuilding, and aerospace components.

Ultimately, strengthening Indirdonesia defence cooperation is not merely a bilateral exercise but a regional vital
importance. As both states aspire to greater strategic autonomytrbeshpaoffers the potential to contribute

to a more resilient IndBacific security architecture. Advancing from rhetoric to institutionalised practice would
enable India and Indonesia not only to safeguard national interests but also to shapaltbedergaonidst
intensifying greqtower competition.
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DRDO Defence Research and Development Organisation
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EEZ Exclusive Economic Zone

EEL Economic Explosives Limited (Solar Group)
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FDI Foreign Direct Investment
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FPI Foreign Portfolio Investor
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Today, we hettensive discussions with President Prabowo on various aspects of mutual cooperation. To stren

in the defence sector, we have decided to work together in the areas of defence m@afactumiggt @hd supply
India, Minigry of External Affairs [MEA], 2025, para. 2)

Il ndi ads Pri me r&Madii st er

Il ndonesia considers India a very great friend:¢
committed to promotingadpseation, closer partnership with India. That is my determin
(Office of the President of Indonesia, 2025, para. 3)
I ndonesi ads President

1.1 Introduction: Three Tiers of Defence Diplomacy

The twentyfirst century marked many matltnes inInddh ndonesi a rel ations. Pres
official visit to India in January 2025 was one of them. As quoted above, President Prabowo and Prime Minist
Modi agreed to expand bilateral defence relations and cooperation. Paexpaiisisn was industrial and

technological collaboration which signified confidence of both leaders to go over and beyond what has been do
or possible in defence cooperation. Indeed, the basis for current expansion was first laid out in the 2001 Defer

Cooperation Agreement (DCA) , refl ecti n-Beijihgbadho ne s i
axiso6 idea. (Kari m, 2022) Signed on 11 January,
one, i nterest i ngupport and senvices ras well as hitaterd! pwjects relating to defence
equi pment and componentso, foll owed by O0cooperat
and technologydéd. The fourth anad ldadtnce ODhemlainst
military oOinteroperabilityédé, respectively. Likewi

defence science and technology cooperation throuc
this bilateral emphasis on the industrial, scientific, and technological aspects of defence cooperation?

We argue that this emphasis indicates bilateral motivation to move defence diplomacy beyondcibtifigence
measures. Put differently, Inttidonesia defence diplomacy is not just about nurturing mutual trust; rather, it is
about capitalising that trust into building something bigger than the sum of their individual parts. Defence
diplomacy is maturing into a collaborative, if not a coalitienalhere interoperability is no longer mutual, but

is expected to be joint. The first three priorities on the 2001 scope of cooperation appear to serve the last two.
forging a strong and close defence industrial, scientific, and technologicalticol|aber two countries can
build human resource capacity sufficient enough t
operations, joint exercises and |l ogisticsOd as ste
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But defence diplomacy does not exist in a political vacuum. It may conflate and contract according to geopolitica
dictates or leadership of the day and age. According to Andrew Cottey and Anthony Forster, defence diplomacy
means 0t he p e auseofarmadforacevangrelated infiastrecture (primarily defense ministries) as

a tool of foreign and security policyd (Cottey & F
a framework to understand the evolution of defence digl@mearding to its thréered natureConfidence

building diplomacy aims to alleviate distrust by promoting mutual transparency of intent and capabilities until

a threat from each other can be understood as neither likely nor credible. Once mutnakcsndisisured,
capacity-building diplomacy can follow to improve the ability of either or both parties in attaining shared
security objectives.Collaborative or coalition
building diplomacy focuses on promoting operation
and logistical interoperability jointly meet common
threats or challenges posed by third parties, both
and nonrstate.

Figure 1.1 Three Tiers of Defence Rimacy

Collaboration/
coalition

Figure 1.1 illustrates the three tiers as expar
balloons, with confidentriilding diplomacy at its cort
Mutual confidence is the foundation upon whietitio
other tiers are built. Lack or erosion of trust n
downgrade defence diplomacy to its previous tiers,
if both parties have become collaborative or coal
partners.

Confidence

The following sections assess the present and future

of Indialndonesi defence diplomacy using our defe
diplomacy framework. Theext section explains tha
defence diplomacy reflects compatible interests
shared priorities in foreign policies of the two countiico.
In the third section, we argue that the current staténdialndonesia defence diplomacy has built enough
confidence and capacity for collaboration, especially in maritime Becutitywe foresee industrial, scientific,

and technological collaboration as the future of defence diplomacy beyond etwiiderg: Theast section

concludes that Indian and Indonesian leaders have created sufficient political momentum to embark on a
collaborative or coalitidsuilding defence diplomacy. The strength and durability of this momentum, however,
depends on tlgjoint efforts at maintaining mutual trust so they are confident to intensify defence diplomacy.

1.2 Defence Diplomacy in Indian and Indonesian Foreign Policies

Works on Indian and Indonesian defence diplomacy have proliferated in the past denaalghbtrdizoby

Thomas classifies defence diplomacy into coercive and cooperative categories, which differ from the work of
Cottey and Forster that focuses only on the oOpeac
Thomas, 0 s imgntsiinfthie éoam opnailitary sdtion or economic sanctions for the target country if

di plomatic overtures are not complied with, o6 (Thc
I ndi ads Bal akot airstri ke i1 ng by Bakifani tefrarist graus pesm s e t
Mohammed (JeM), I ndii lai tcaamptivé adqbtrike 10 specifically tamet JeM training

camps near the town of Balakot in Pakistanc u pi ed Kashmir (Thomas, ®021).
of defence diplomacy, the cooperative one, largely characterises its approach towards Southeast Asia, includi
Indonesia (Thomas, 2021). Drawing from the work of former Indian NavAidriedlKarambir Singh, Roby

Thomas groups defence diplomacyfinbur categories below, or the four
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Figure 1.2 Four Categories of Defence Diplomacy

~
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Capacity Capability Constructive Collaborative
building enhancement engagements efforts
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] Provision of L1 Military trainin Delegation level Combined
military assets v g talks operations
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assistance bilateral level talks initiatives
development
— — @ — L
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EEZ/border exercises & .
¥ " & commemorative
surveillance coordinated
events
patrols
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S
|| HADR L | Unitfs_h!p level
visits
L L
Land/Air/Maritime
o Domain
Awareness

SourceAdapted from Thomas, R. (202ddlian defence diplomacy: A hahoibogiaph No. 74.
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The four 06 @Qdgategorisas défence wWiplemacy activities with little indication as to their ultimate
objectives. Table 1.1 below recalibratesthefor 6 Cds according to three
and stages of defence diplomacy whose activities artdgntaive distinct pillars.
Table 1.1 Nature and Stages D&fence Diplomacy Activities
Nature and Stages of Defence Diplomacy and Cooperation Activities
NATURE OF Principal PILLAR I PILLARII PILLARIII PILLARIV PILLARYV STAGES OF
COOPERATIVE |objectives DEFENCE
DEFENCE Port calls, Education & Coordinated Transfers of Defence COOPERATION
DIPLOMACY goodwill visits, training patrols, joint arms & industrial &
dialogues, & exercises, and equipment  technological
textual consensus surveys collaboration
Confidence Improve mutual ~ “Ice-breaking™: Build mutual Exclusive Maintain a Non-existent  |Probing
building transparency of  alleviate distrusts  personal and focus on each defensive
intent and professional  other to posture and/or
capabilities networks improve logistical
mutual trust  dependence
Capacity building | Increase Raise awareness of Develop joint Enable better Augment Develop Developmental
individual or common problems skills setand management national individual
mutual or threats competency  of shared ability to meet self-reliance
ability/capacity to security issues common
address shared or theatres threats
security issues
Collaboration/ Develop Plan and execute  Establish Diplomatic ~ Sustain Support combat Advanced
coalition building |interoperability ~ joint operations to common messaging to  regular joint  and logistical
based on security address common  operational  third-parties, & combined interoperability
interdependence  threats doctrines in  including state operations
specific actors
scenarios

SourceAdapted from Supriyanto (2016, p. 195)
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Indialndonesia defence diplomacy reflects their complementary foreign policy interests and priorities. On 26
January 2025, Prabowo and Modi issued a joint stat
neighbours and strategic partnaustronontinue to work to further deepen and broaden the defence cooperation
to a robust one. 6 By working towards a Orobusto o
Il ndonesia is in Indiads best esnndia aseagrustwortBypartndt ® s an
i mprove Il ndonesi acd
capabilities. To be sure, the idea

of Indialndonesia defence
industrial and technological

Figure 1.3 Share of Indian Defence Exports

Others . .
27 collaboration is not new
Sozabive (Supriyanto, 2013). In the 1950s
Mauritius and 1960s, the two countries
5.9 signed secdyi agreements
Seychelles . . .
X Myanmar between their armies, navies,
and air forces separately, which
Vitnasn included oexchange
sale, loan, and exchange of
aircraft spares, O
2013). So why and how is Irdia
Indonesia defence diplomacy
different now?

Armenia

Fi r st defehce diplomécyg
in  Southeast Asia can
substantiattNew De | hi 8s 0 AcC
East Policydéd (AEP)
SourceSIPRI Arms Transfer Database in 2014 by the Modi
government. Since then, AEP
gave rise to additional concepts, such the 2015 SAGAR (Security and Growth for All in the Region) and
MAHASAGAR (Mutual and Holistic Advancement for Security and Growth Across Regions) in 2025. A key
el ement of MAHASAGAR, according to Modi, was o0tec
News Desk, 2025). Media reportage in April 2025 indical® tHei governmentds plans
Indian arms and equipment to USD 6 billion by 2029, facilitated by offers of soft loans and adding the number
of defence attachés posted overseas (Reuters, 2025). By March 2026, at least twenty nieev guicés will
including one in Cambodia (Reuters, 2025).

SriLanka

Second, defence diplomacy has bedanéde | hi 6s t ool to expand its mili it
Sout heast Asia is an important, i f ceexgortstAseotednlyst i
Il ndi an defence anal yst Pankaij Jha, I ndia expects
integrated with [l ndian] domestic industries, o6 thi
defencemr ket of Southeast Asia, 6 (Jha, 2021). Accord
i ndustri al policies, demographic dividend, educat
ecosystem signi f i canhich gnables thetchuatry toacenfidentlyOpursyee extersat w
partnerships, o6 (Il ndian Senior Naval Of ficer, i nte
defence exports have grown over the years, much of it goes to Southeast Asi20RY M¢anmar was

Sout heast Asiads | argest i mporter, accounting for
with 7.5% as shown in Figure 1.3 below. Together,

nonSoutheast Aain recipients include Sri Lanka (19%), and simali@n Ocean nations such as Seychelles
(7.1%) and Mauritius (5.9%).
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The third reason, which is more often implied thand e expl i ci t , is Indiabs
imperatives to hedge simultaneously against China, Russia, and the West. Indian observers have described C
as the primary challenger to | ndi alibsndasyaisputesiwhich i n
triggered a wider geopolitical competition in the Indian Ocean and beyond (Kumar, 2021 & Paul, 2021). I
contrast to that of China, 01l ndi a-€ddWaaperand hasbeana g e |
gradual and nethr eat eni ng, 6 (Paul , 2021) . Further mor e, I
Dialogue, or the Quad in short, which includes Australia, Japan, and the United States. According to an Indi
senior diplomat, t her e hsa sQubaededn aamodhgyr aAdSUEBAI N wcaor unmi
because India brought developmental agendas such as science, technology, and humanitarian assistance in
grouping, softening its security image and making countries more comfortable with this foratecd!ismnil

(Indian Senior Diplomat, interview with author, 1 May 2025). India, in other words, may be seen as tailoring tf
Quad to be less about containing China and more about building-th#éitaonresilience of Southeast Asian
countries from overdepégence on China.

Interestingly, India has also used defence diplomacy to exercise some independence from and leverage over R

and the West, especially the United States, desp
military eq@ ment began to wean some countries oRuksiam heir
relations are competing in the defence arena wou
undergoing a managed devalri mdd,atduda tparnt liyn tUdk r Ma sno
confidence in some Russian military hardware, 0 (
arms imports from Russia declined from 76% in&80% 36% in 20823 (Wezeman, et aR024).

|l deol ogically, too, I ndia and Russia are sl owly d
project a worldview that is nrviestern but not explicitly aitie st er n6 whi ch oputs it
world view, and #n t of countries |like China and Iran, 6 (Ch:

allegedly also being used by Ukraine against Russia (Patel, 2025).

While ideologically India is not amestern as such, it is nonetheless quite critical\WigteEven in Russia's

war on Ukraine, Il ndia took an ambiguous position
Russian narrative of t NewDelhahas diticiged theaButogean Uklan dos the, 2
f or me r Ordenergy gnpart$ fiora Russia, thus flouting economic sanctions being placed on Moscow. With
the United States, too, India holds reservations about U.S. trade tariffs and ties with Pakistan. With over USD 1
billion worth of bilateral trade with the Udittates, including a USD 45.7 billion surplus for MeiaDelhi

mulled retaliation against U.S. import duties on Indian steel and aluminium all the while bilateral defence ties wi
expanding (Times of India, 2025). The U.S. also refused thiglive | hi 6s al | egati ons
orchestrated a terror attack i nprekicedti).B ¥asnceRli@hsome a m
moral equivalence between India and Pakistan, stating titedrikla st an war t hat egnsuec

U.S.] business,é6 (Singh, 2025).

For a similar geopolitical reason, Il ndonesia pur
Beijingd axis acknowledged I ndia alongside China
He envisaged I ndonesiads devel opment, including i
powers, for good or ill. This geopolitical cont e
Indonesia had ever signedimi s century. That the DCA was only r
interest to tap into Indiabds defence industri al n
I ndonesiads only partner in defence diplomacy.

Tablel.2 lists countries with which Indonesia have signed DCAs as of August 2025, among which half are awaiti
ratification. That ratification process took an average of five to ten years may indicate that DCA is not an urge
matter for Indonesia partly besaunany of the activities covered under the DCA are already implemented

without a treaty agreement. Indeed, as in the case of Australia and Indonesia, DCA tends to formalise ai
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¢FrofS Mo LYR2YySaAiAl Qa 5S¥Syo0oS institutionalise ~ existing  defence
of August 2025) cooperation activities rather than
starting new ones (Graham &

Year Signed Country Ratification ) . )

. . Priyandita, 2025, p. 5). But this does not
2001 India 2006 (renewed in 2024) invalidate the importance of DCAs.
2007 Singapore 2023 Il ndonesi ads DCA with
2008 China 2016 to bolster domestic political support
2010 Papua New Guinea | 2017 for bilateral defence technological
2010 Pakistan 2015 collaboration and to confirm
2010 Turkiye 2014 I ndonesi ads recogniti
2013 South Korea pending trusted arms supplier and military
2015 Thailand pending partner.
2017 Cambodia 2024 Like India, Indonesia views defence
2017 Brasil 2024 diplomacy in terms of strategic
2018 India 2024 autonomy while navigating growing
2020 United Arab Emirates | 2024 security callenges, not least from great
2021 France 5024 power cpmpetltlon. Of n.otet there are
2022 Philippines sending four main |s§ues that glye |mportan§e

: _ to defence diplomacy. First, Indonesia

2024 Australia pending is facing a range of strategic concerns.

Source: Indonesian Ministry of Defense, Badan Pemeriksa Keuar At the forefront is great power rivalry

Republik Indonesia and Australian Departmeeténce in the IndoePacific. Competmn
interests between the United States and
its allies on one side, and China and its trading partners on the other, may undermine regional stability, especial
the centrality of ASEAN asthelrBoaci fi c6s main security, isterviewwithect ur
author, 1 May 2025). While initiatives such as thethén&&. Tr ans Paci fic Partner st
Free Trade Agreement aim to foster integration, the absence of shared vision risks further regional divisions
(Gindarsah,@L5).

Second, unresolved maritime disputes, particul ar/|
territorial integrity. Securing Sea Lines of Communication (SLOCSs) between the Indian Ocean and South Ching
Sea i s vit alcurify.o)One examgl®in supporting this goal is the posting of Indonesian liaison

officers at maritime information centres like-IBR to monitor the maritime domain jointly through
surveillance data collection and coordinated responses against meaatisnsutth as piracy (Bhaskar English,
2025).

Third, military and/or nuclear modernisations of some countries in tABdaifie, such as China and North

Korea, have challenged the status quo balance of power which increases the risks of cotificylshlle
order is turning multipolar, so would the willing
project power, possibly to the detriment of the other poles.

Fourth, growing overlaps between traditional andraditional secity issues, such as piracy, climate change,
illegal fishing, and transnational crimes, require much more international collaboration than previously realised
Theadventofsoal | ed o0l awfared tactical s cenmiltaryoljectmels,er e c
such as in territorial disputes, compels targeted countries of such tactics to band together and develop
countermeasures (Bueger, et al., 2024). In this context, coordinated patrols such as the Indindo CORPAT, or the
CORPAT in shortenhance maritime domain awareness by allowing both countries to monitor, deter, and
respond jointly to illegal activities. Meanwhile, information sharing through centred@Oke dé@d enable

reattime intelligence sharing regarding suspicious \oeggelg zone activities (Sari, et al., 2018).
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Defence diplomacy is one of I ndonesiads strategic
the first i ssue, defence dipl omacy r eiorshps with alll nd o |
great powers without getting dragged into their

0Oindependent and a c talignmeat atfitocore (Sgamarp 20R2). Asyouthimédtintthe haav n
N0.17/2007 o the National Longerm Development Plan, the preservation of strategic autonomy is identified
as a core national interest in external relati on.
strategy serves two key agendas. One, ifesiitrategic engagement towards building defence ties with regional
and extraegional powers, while encouraging participation inlzasgd security order, such as compliance with

the United Nations Convention on the Law of the Sea (UNCLOS). Tsvay tports I ndonesi
modernisation and defence industrialrsktince, by obtaining some arms and technology transfer from partner
countries, possibly from India as well. These agendas are operationalised in three key objectives: (1) builc
mutual trust with partner countries through confidéndding measures (CBM), (2) harnessing military
capability through transfer of arms and military technology, and (3) develapifanselfn the defence industry
(Gindarsah, 2015).

I n this context, Il ndia has emerged as one of Il nd
dialogues, including naval diplomacy where both countriexeaveeel cooperation (Sari, et al., 2018). Indian

and Indonesian defence diplomacy are exemplified in such activities as senior official dialogues, the placemer
defence attachés in friendly countries, contact and exchange of military personndidoraedutaining,

warship visits, and military exercises (Sari, et al., 2018). As shown in Healde In8lia ranked among

Il ndonesiads top four | oi ntad23randwas pdaced fifte iR ®©rme of strategip a r |
dialogue partmén 2023. Closer defence cooperation reflects a broader convergence inIndianeséions.

The presence of l ndonesian President Prabowo Sut
celebrations marked a symbolic and strategic deagdiatgral ties. His fowlay visit culminated in the release

of the Indi&Indonesia Joint Statement which highlighted shared worldviews and national priorities between the
two Indo-Pacific demaocracies (Kharisma, 2025). Meanwhile, India positioas @delding voice of the so
called 6Gl obal Southd, calling for reforms in gl
2025). Indidndonesia defence cooperation reflects efforts of the two countries to diversify strategigpartnershi
while maintaining a naadigned stance or, as it is called today, multialignment (Indian Senior Diplomat, interview
with author, 1 May 2025).

Table 1.3 YLI2 NI F yOS 2F LYRAIFIQa 5STSy0OS 5ALX

Top military training & exercise partners (20223) Top senior defence dialogue partners (2023)
No. ASEAN "Plus" ASEAN "Plus"
1 | Malaysia 9.3 | USA 9.6 | Singapore 178 | US.A 12.1
2 | Singapore 8.5 | Australia 8.9 | Malaysia 10.8 | Australia 12.7
3 | Brunei 7.8 | Japan 8 | Philippines 7.6 | Japan 6.4
4 | Philippines 7.8 | India 6 | Brunei 5.7 | South Korea 5.7
5 | Thailand 5.6 | South Korea 5.1 | Thailand 5.7 | India 3.2
6 | Vietnam 3.8 | N. Zealand 2.7 | Vietham 2.5 | China 25
7 | Cambodia 2.4 | China 2.4 | Cambodia 1.3 | Russia 1.9
8 | Laos 2 Russia 1.3 | Timor Leste 0.6 | N.Zealand 0.6
9 Myanmar 1.6
10 | Timor Leste 1.1
TOTAL 49.9 44 52 45.1

SourceAdapted from Lowy Institute Asia Power Index and SIPRI Arms Transfers Database

India-Indonesia Defence Diplomacy in the Twenfiyst Century: Beyond Confidenebuilding? | 9



Forging Strategic Convergeihtgomadia Defence Partnerships in a Spaitifig Indo

1.3 The Current State of Defence Diplomacy

Thus far, Indidndonesia defence diplomacy aims to build mutual confidence and some capacity but with little
else. Based on Table 1.1 above, the current state of defence diplomacy exhibits characteristics of the
developmental stage across five pillaastofities. Figure 1.4 below illustrates the trend in defence diplomacy
activities between India and Indonesia within a-geaemeriod from 2017 to 2024. At a glance, it shows that
military exercises and patrols are the two major and consistent fstivityf

1.3.1 PILLAR I: Senior dialogues, textual consensus, port calls, and goodwill visits

The first pillar constitutes the basic form of defence diplomacy. India and Indonesia conduct various bilateral
senior defence and security dialogues whierelkpanded over the past seven years. Although senior dialogues

were absent in some years, it expanded in 2023. C
di al ogue partner in ASEAN wh {ABEAN toontiés @ee Wable 1.3 above).n e s |
Admittedly, neither took the other as its top dialogue partner in that year. In September 2024, one of the key
themes in the Track 1.5 Dialogue was thus owhether

Figure 1.4 Defence Diplomacy Activities betwektdonesia and India 20:2024

12 0 Others

Defense Amangement
10 . Exercises
B Education

I Dialogues
B Naval Patrol
B Visits

4
2
0
2017 2018 2019 2020 2021 2022 2023 2024
Visits Visits conducted by Indonesian officials to India and vice versa, including port calls.
Dialogues Defence dialogues held between relevant defence officials, either bilaterally or multilaterally.
g4 These usually occur alongside visits, but not all visits include dialogue.

Education of Indonesian National Armed Forces (TNI) personnel in other countries and vice
versa, such as schooling or short courses.
Joint training between TNI personnel and Indian Armed Forces of other countries, which can be
bilateral or multilateral.

Exercises

Signing of defence cooperation agreements between Indonesia and India, which may include
MoUs, DCAs, and CSPs. Defence Agreements do not include arms procurement agreements.

Defense Arrangement

Joint naval patrols conducted between the Indonesian Navy and the Indian Navy, aimed at
enhancing maritime security and cooperation.

Routine meetings, annual forums, and similar activities.

Sourcelndo-Pacific Strategic Intelligence Defence Diplomacy Dataset
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patrer s. 6 I n the field of defence cooperation at |
frequency of defence dialogues was quite inconsistentdd4017

In a trilateral format, by contrast, dialogues are becoming more freqienpast decade, the two countries

and Australia have held the Trilateral Dialogue on the Indian Ocean (TDIO) regularly, noting their sharec
maritime interest in the Indian Ocean. While India and Australia share ho maritime boundary, all three countrie
recognise the importance of cooperation in the Indian Ocean. In 2017, the Trilateral Maritime Security Worksho
was formed to be the defence and security pillar of TDIO (Parmar, 2025). In July 2025, the second workshop w
held in Kochi, India, to discus$amnmation exchange mechanisms, maritime domain awareness, maritime law

enforcement, and various maritime security issues, includingtifaelitional ones (India Ministry of Defence,

2024).

Efforts to advance bilateral dialogues are increasing. Iy 2825 Indonesian President Prabowo and Indian
Prime Minister Modi agreed to regularise their bi
ministers from each country will meet on a regular basis (India Ministry of Extern@0Bira|though both

have not disclosed when the 2+2 meeting would actually begin, this would be a significant milestone in bilate
rel ations. While I ndonesia wil/ be I ndiabds first
first Soth Asian country to be bestowed this opportunity. In 2018, the two countries issued a textual consensu
highlighting a Shared Maritime Visi®actidbdi cadaenge s
Ministry of External Affairs, 2018i. this light, the two countries established a Joint Task Force (JFT) on
Andaman and Nicobar Island&ceh Connectivity with the third meeting scheduled in 2025 (Embassy of India
in Jakarta, 2025).

In addition to senior dialogues and textual consénsuso countries have also conducted bilateral port calls
and goodwill visits which may occur simultaneously. Indian naval and coast guard ships visit Indonesia annug
and vice versa, as depicted in Figure 1.4. Although the number of visits wisteimtmtaeen 2017 and 2024,

it showed no absence even during the &@mhndemic in 2020 and 2021. After Cb2jdhe number of visits
rebounded in 2022 which, interestingly, exceeded those in subsequent years.

1.3.2 PILLAR II: Military educationaining, and academic exchanges

The second pillar concerns military personnel exchanges through education, training, and academic evel
According to one Indian senior naval officer, both Indonesia and India exchanged officers on an annual basis
several Indian and Indonesian defamcemilitary institutes (Indian Senior Naval Officer, interview with author,

1 May 2025). These exchanges exist on both strategic and operational levels. There are more exchanges &
college than university level. At the university level, Indiandanésran defence universities were established
only recently and hence, few student exchanges or academic fellowships have been arranged. The Republi
Indonesia Defense University (RIDU) was established in 2010 and is still expanding, while teéehwian D
University (IDU) has not been established despite its design having been planned for decades. Instead, In
established the Rashtriya Raksa University (RRU)
RDU, 6 (Goyat,ok08d3%.oBudbi RRErhal securitydé and op
defence and external security interests, o6 (Goyat,
study tours to India in Aptillay 2018 and the participatiorsof x RI1 DU cadets in I ndi a
January 2025 (Kementerian Pertahanan Republik Indonesia, 2025).

Instead of defence universities, personnel exchanges were more frequent among defence and military colle
I ndi ads Nati on(aNDCDe faenndc el nCloolnleesgiea 6 s St af f and Col
(TNI), as well as their counterparts at each service branch, tend to have closer relationships mainly because
are older, more established institutions than defence universities 2025, for instance, RIDU hosted a visit

by NDC in Jakarta to O0strengthen defence dipl omac
the two institutions (Universitas Pertahanan Republik Indonesia, 2025). The two militaries alsdferbange
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for regular training courses at service coll eges.
sending officers to train in Indiads Category B hy
author, LMay®25) . Category B courses comprise 0a compr el
of hydrography in a complex environment with varying seaor and oceanographic coc

Hydrographic Organization, 2017).

1.3.3 PILLAR IiCoordinated patrols, joint exercises, and surveys

Often concurrent with actiigs in Pillar Il, the third pillar of defence diplomacy involves activities in coordinated
patrols, joint exercises, and surveys. Figure 1.4 indicates that patrols and exercises involving India and Indones
occur every year in 2@24 despite there hasdm no joint survey exercise or mission as of August 2025. Since
2002, India and Indonesia have conducted biannual naval coordinated patrols along their shared maritime
boundary on the northern approach to the Malacca Strait (see Table 1.4 below). dCodéndMBD
CORPATO6, the patrols are not joint but coordinatec
boundary area. This aligns with Indiads broader 0
like the Malacca Stragtensure the safety of sea lines of communication and to project influence in the eastern

Indian Ocean (Rao S o .
( Table 1.4 Participation of Naval Units in the Indladonesia CORPAT, 2G2925
2022). In July 2025, th
44th CORPAT  |gdition|  Year Month Indian Naval Units TNI-AL "“l‘,’:l':)"’“ Navy
included a  nava 5 |55 April INS Saryu, Domnier aircraft | KRI Teuku Umar, CN235 aircraft
exercise which covere |26 2015 October INS Saryu, Domier aircraft | KRI Imam Bonjal, CN235 aircraft
an area extending fror 27 2016 May INS Karmuk, Dornier aircraft | KRI Imam Bonjal, CN235 aircraft
the Andaman Sea to th 28 2016 October INS Karmuk, Dornier aircraft | KRl Wiratno
. KRI Sutedi Senaputra, CN235
Malacca Strait. TC |2  |2017 May INS Karmuk, Domnier aircraft | aircraft
exend their operationa (30 2017 October INS Sukanya KRI Imam Bonjol, CN235 aircraft
- KRI Sultan Thaha Syaifuddin,
cov.erage, the_ CORPA 31 2018 May INS Kulish, Dornier aircraft | CN235 aircraft
series often involves & KRI Kapitan Pattimura, CN235
least one maritime 32 2018 October INS Kulish, Dornier aircraft |aircraft
. KRI Sultan Thaha Syaifuddin,
patrol aircraft from |33 5019 March INS Kesari, Domier aircraft | CN235 aircraft
either side 34 2020 June INS Kulish, Dornier aircraft | KRI Teuku Umar, CN235 aircraft
(indonesiadefense_cprr KRI Cut Nyak Dien, KRI Kapitan
i 35 2020 December INS Kulish, P-8I aircraft Pattimura, CN235 aircraft
2025)' Cooperatlve 36 2021 July INS Saryu KRI Bung Tomo
defence diplomacy ca |37 2021 November INS Khanjar, Domnier aircraft | KRI Sultan Thaha Syaifuddin
also extend beyom KRI Cut Nyak Dien, KRI Kapitan
ti trol 38 2022 June INS Karmuk, Dornier aircraft | Pattimura
routine patrois, INS Karmuk, L-58 LCU, KRI Cut Nyak Dien, KRI Kapitan
addressing nen 39 2022 December Dornier aircraft Pattimura
traditional security 40 2023 June INS Kulish KRI Teuku Umar, CN235 aircraft
h | KRI Bung Karno 369, CN235
threats. One notable 41 2023 October INS Kesari, Dornier aircraft |aircraft
example is the join KRI Sultan Thaha Syaifuddin,
humanitarian respons 42 2024 May INS Kulish, INS Chetlat CN 235 aircraft
. 43 2024 December INS Kesari, L-57 LCU KRI Bung Karno 369, CN235
to the 2004 Indian INS Saryu, L-55 LCU, KRI Lambung Mangkurat 374,
Ocean Tsunami, wher 44 2025 July Dornier aircraft CN 235 aircraft

Indian and Indonesiar
armed forces worked
alongside other regional partners in sear@dlescue missions, relief distribution, and rehabilitation efforts
(Ministry of External Affairs, External Publicity Division, 2005). The expertise of the Indian iNgwhelur
posttsunami humanitarian operation gained international attention andnediné&lavy towards the forefront

of Indian Defence Diplomacy (Gokhale, 2020).

Source adapted from Gopal & Alverdian (2021. p. 275) and Indian Ministrv of Defen
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Shown in Table 1.5 belo@aruda Shakthd Samudra Shaldature as the bilateral army and naval exercises,
respectively. Beginning in 2012, Exef@eeida Shaktivolves army special forces from both countries to
practice underwater training, cls®ye shooting, courderrorism, and operations in both amband jungle
terrain (DD News, 2024). Since 2018, the two countries have been holding a bilater@hexeatas8hakti

Table 1.5 Joint Military Exercises Involving Both India and Indonesia

(as of August 2025)

Level Bilateral Trilateral Multilateral
Ministry of Defence | n.a. n.a. ADMM Plus (est. 2013)
and/or General Super Garuda Shield (est|
Headquarters 2022)- India joins in 2025
Army Garuda Shakifest. 2012) n.a. n.a.

Navy Samudra Shakgest. 2018) | Maritime Partnership| ASEANNndia Maritime
Exercise (est. 2023 | Exercise (est. 2023)
with Australia) Milan (est. 1995)
Komodo (est. 2014)
Air force Forthcoming(est. 2025) n.a. Pitch Black (est. 1981)
Indonesia joins in 2012
and India in 2018

NOTEnN.a = norapplicable/not available

often concurrently with the CORPAT. In 2028mudra Shaikiierestingly took place in the South China Sea
where Chinaandsome ASE countries are embroiled in mariti me
Forces, 2025). Unlike the CORPAT, however, these exercises are not always held annually, but flexible enoug
suit bilateral preferences. In September 2023, Indiadanedia with Australia held the first trilateral Maritime
Partnership Exercigea joint sail north of Béliwhich involved complex tactical and manoeuvring exercises,
crossdeck visits and credeck landings of integral helicopters for crew training drahosment of
interoperability (The New Indian Express, 2023). In 2025, Indian and Indonesian air forces will inaugurate the
bilateral exercise. While the exercise is yet to be codenamed, its first iteration is likely going to take Humanitar
Assistancand Disaster Relief (HA/DR) as a theme (Indian Senior Naval Officer, interview with author, 1 May
2025).

Aside from patrols and exercises, Hmil@nesia defence diplomacy have also canvassed the possibility of a joint
hydrographic survey. Accordingthe PrabowéModi Joint Statement, the two countries have agreed to

ocommence cooperation in Hydrography and Submarin
2025) . I n July 2025, t he | ndSaadnaydkaevitg madenJPartrcalloy Ve
Jakarta to shagvwc assua veEou tetqiun g m-sacalé hydragmphis surveysofimmorts, f o
harbour s, navigational channel s/ routes, coast al a

(Defene Monitor, 2025). However, at the time of writing in August 2025, there has yet to be a joint hydrographic
exercise or missions as such. A joint hydrographic survey can aid submarine safety, especially as both Indian
Indonesian navies operate and expaubmarine fleets. In April 2021, Indonesia lost the submarine KRI
Nanggala02, which was detected and identified at a depth of over 800 meters in the Bali Sea with assistan
from the international community, notably Singapore and China (BBC Newsidn@634). While most of the
submarine remains on the seabed, the joint salvage operation succeeded in retrieving several materials.
incident underscored that submarine rescue and safety are not solely national responsibilities, but aso internati
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concerns that benefit from shared best practices and pooled rescue capacity, as demonstrated during the Nangg
recovery. For instance, the Indian Navy completed isviistescue seat certification for the South African
submarindanthatisn 2024 (ANI, 2025).

1.3.4 PILLAR IV: Transfers of arms and equipment

The fourth pillar covers a more sophisticated activity of defence diplomacy: arms and technology transfer. This
includes not only the export of defence equipment, but also related MairRapaicegnd Overhaul (MRO)
services and technical support. Under Prime Minis
only as a security provider in Asia, but also as a defence technology partner for countries in the region (IS
Secrariat, 2024). Accordingly, India seeks to shift its arms production strategy from simply replacing imports to
a more expotv r i ent ed approach (1 sl Secretariat, 2024) .
committed to raise defence spending to @f38360ss Domestic Product (GDP) by 2029 from the present 0.8%.

The increase is meant not only to pay for the importation edridglveapon systems and platforms, but also to
facilitate technology transfer as part of their offset stratggya News,®5). Offset mechanism, collectively
referred to as IDKLO olmbal Dagang, Kandungan Lokal, dé&a)fisdtof Indonesian defence procurement
policy. I't seeks to strengthen I ndonesi adelzversdef e n
tangible local benefits beyond the initial purchase in terms of local industrial capacity building, manpower skills
and infrastructure development. (See Chapter Modernising Garuda: Regulations, Institutions, and Output in
Il ndonesi adssitidbef ence Acqui

According to Figure 1.3 above (page 6), Sout heast
201'5824. Compared to Myanmar and Vietham, Indonesia imported less Indian arms given its traditional reliance
on American and Europeaupspliers as shown in Figure 1.5 below. But its diplomatic strategy to hedge against
multiple partners may spur change to this trend.
Obeyond doubtd whil e pr aifelmriceand growidgiaamn's expodse garticularlg theé n d
supersonic Brahmos missiles (Indonesian Senior Naval Officer, interview with author, 2 May 2025). Having India
as an alternative arms supplier can potentially skirt arms trade restrictions imposed byfsoml ndonesi a
partners, such as the U.S. Countering Americads A
countries importing arms from Russia (The Diplomat, 2024).

But arms i mports are only the intermediate objecti
collaboration in GO
production  with Indian

defence manufacturers. This

Figure 1.5 Indonesian Arms Import

Belgium . .
e ultimate  objective glso
2.49 , overl aps wi t h |
China unied SIS aspiration for Pillar V. For
S egoan instance, I-ndones
Gérmany owned defence company
| Pindad, specialising in land
defence systems and weapons
e systems, established a
4.1 strategic partnership with
I ndi ads Tat a Gr o
South Korea Bhukhanvala Industries (PT
B Pindad, 2018). Irali on the

Netherlands .
one hand, has proactively

offered MRO services for PT
Source: SIPRI Armiransfer Database Dirgantara Indonesia (PT
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Dirgantara Indonesia, 2025). Looking ahead, bilateral cooperation between the two countries may pave the v
for a joint sales pitch to third countries, particuladgetin the Third World, thus exposing bilateral defence

di plomacy to a multilateral audi ence. On the ot
importance of exports for growing the domestic defence industrpwBtatkenterprises suhPT Sari Bahari

have already exported aircraft munitions to Vietnam, showing interest in expanding their products beyond tt
domestic market (Indomiliter, 2025). Joint ventures with Indian defence companies could be a starting point fc
both countriesa access broader markets, particularly among fellow developing nations. This initiative could sta
from Indonesian manufacturing of Inddesigned largmalibre (155mm) artillery shells which local defence
companies have yet produced.

1.3.5 PILLAR Veence industrial and technologicabollaboration

The fifth pillar focuses on lotgrm collaboration between Indonesian and Indian defence industries in
technological collaboration, joint research and development (R&D). Efforts to advance defence industr
coll aboration have gai ned -lmonesamefense,Industsy Exhibitfoh eum t e d
Seminaré held in Jakarta on 30 April 2024 (Embas:s
this momentum, President Prabowocognised the importance of building domestic defence supply chains
through cooperation with India as discussed during his meeting with Prime Minister Modi in January 202!
(Economic Times, 2025). Their aspiration is already echoed by some defence fcomtemiesountries. For
exampl e, Il ndonesi ads s hi p-Hewdlop mhvahsygstemsowitiplradia,ysuchiPab soRaA L
and electraptical systems, underwater surveillance, 40 mrdosinglegun systems, explosives and propellants
(AntaraNews, 2025). Similarly, Indian statmed aerospace company Hindustan Aeronautics Limited has also
prioritised Indonesia and other Southeast Asian countries in defence collaboration. With key platforms such |
Tejas and attack helicopter Rudra, the cogeaks to set up logistical bases in priority countries (Times of
India, 2025). Needless to say, many of the initiatives set forth in this pillar are still aspirational which necessita
upgrading Indigndonesia defence diplomacy to the collaboratigktionbuilding tier.

1.4 Defence Diplomacy beyond Confidenbailding

A survey of activities in all pillars above suggests thdnbhali@sia defence diplomacy is already extant but can

be expanded further. The relationship has certainly gone beyfitence building and into capabitiding,

even making some forays into collaboration building. Across the five pillars, India and Indonesia have embark
on capacity building in recognition of their shared security issues, especially in thdanmaitimctivities
expanded in the 2010s with the institution of regular exercises between individual services, including a bilatera
force exercise set to begin in 2025. But these initiatives show a developmental stage in cooperation given t
India and Indonesia had closer partnerships with other nations, especially in the areas of arms transfers a
defence industrial collaboration as outlined in Pillars IV and V.

The maritime focus of Indladonesia defence diplomacy translates into frequehpateés and exercises,
bilaterally or otherwise, but whose range and scope are still limitdthsedertivities. Given the significance

of amphibious capabilities for Indian and Indonesian militaries, it is time the two countries adaptetbéseir exerc
accordingly. I ndonesi ads exercises with other par
amphibious shifp-shore manoeuvres. However, such manoeuvres are noticeably absent in Indonesian exerci:
scenarios with India desgitdr e | a t t18 and kKsavabhAaMpXibious exercises in the Andaman and Nicobar
Islands. Joint amphibious assaults and landings by sea and/or by air should thus be pai$afthdnacXhakti.

In addition to amphibious scenarios, the two countriesotiaorate closer in the underwater realm. By
instituting joint hydrographic surveys, Indian and Indonesian navies can aid submarine safety alongside jo
exercises in submarine rescue while sharing lessons from past submarine accidents invot/iathéeir a
navies. One example is Exercise Pacific Reach whi
escape rescue capabilities by conducting simulated submarine rescue missions utilizing the Submarine Re
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Diving Recompression SystemBnde s sur i zed Rescue Module, 6 (Gool ey,
to some extent, even-host, a similar exercise with other navies in the Indian Ocean.

After thirteen years, the bilateral army exe@aseda Shalghould likewise adjust &volving operational

demands of the two militaries. While the I ndian ar
includingitslow yi ng coast al |l andscape, the I ndonesian ar
evenAlpinel i ke, conditions at high altitudes. I ndonesi e

t he ar my 0 sKopapsasgdiothdr unitsdront r®ning its skills in unfamiliar climatic conditions. Such
skills are critical for the army as it conductsapératist operations in the highlands of West Papua, which are
similar in some ways to what their Indian counterpart®iag ldgh up in the Kashmiri mountains. These
exercises may also practice associated tactics, weapons, and equipment, such as the use of artillery, close air col
support, and unmanned systems.

Noteworthy is the bilateral attention devoted to Pillaentl/V regarding arms sales and defence industrial
collaboration as the focus of the 2001 Agreement. These pillars are important to sustain activities in the othel
pill ars. Il ndi ads growing interest i n nd éfpate and e X p «
technol ogi cal manufacture. As detailed in the nex
harness this opportunity. However, this sale should only be the start of a wider bilateral collaboration in these twc
pillars. Weamn system integration, radar and sonar surveillance systems, and rocket/missile propellants are but
some areas of collaboration where Indonesian defence industry and academic research can explore further wi
Il ndia. I ndonesi ads eanebnacsessa dloarp atnod sJ aspaa ne eovfe nr ardeafr ¢
as a model Indonesia could apply (Dominguez, 2025). Perhaps, India and Indonesia can leverage a trilater
arrangement with Japan for the supply and maintenance of shipborne communisatizeilmte systems in
l'ight of I ndonesi ad 8Mogamildase frigatsst Taklerl.6 petow summariseg predeat@mrdn 0
potenti al defence diplomacy activities, including
andIindonesia.

I ndia and I ndonesia share a common interest in the
along the @legree channel between the Weh and Nicobar Islands. A joint surveillance system akin to the
IndonesieSingapore reéime surface picture along the Singapore Strait could be one opportunity for

coll aboration. Il ndonesi ads ap mimationnrasion Ceotiie Indian n a v a |
Ocean Region (IFHODR)in Gurugram can also support this initigéh, 2025). In spite of defence diplomacy,
Il ndonesia is unlikely to accept |l ndi ads participa

Malaysia, Singapore, and Thaflaadonsistent stance adopted since MSP began in 2004. Oneaimdené&si

naval officer suggests that India should state publicly its formal request for participation during one of the official
dialogues rather than asking any of the Southeast Asian states conveying thisNexwuest athi 6 s b e h
(Indonesian Senidtaval Officer, interview with author, 2 May 2025). Even so, this does not mean that the
Sout heast Asian partners have removed t he-ittoralconcel
state but its participation could, in the wordsssfangapor ean of fi ci al, opolitic
on antipiracy and robbery at sea towards the geopolitics of potentially blockading Chinese maritime access fron
and into the Indian Ocean (Singaporean Defence Official, conversatioriheithMay 2025). As noted by

Indian analyst and retired naval offitee AdmiraPr adeep Chauhan, l ndonesi ads

to join could set a precedent for other external powers, particularly China to request similar access, potentiall
complicating the security dynamics of the Strait (Chauhan, interview with author, 8 May 2025). Relatedly, while
Indialndonesia final delimitation of their shared Exclusive Economic Zone (EEZ) boundary is still pending, it
does not stop the two countrfesm conducting CORPAT and joint military exercises. By the same token, the
absence of I ndiads participation in the Mal acca St
defence diplomacy with Indonesia in the CORPAT and othes pflactivities (Rao, 2022, p. 83).
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None of these initiatives would be possible without deepening trust between the two countries. Trust, howeve
does not only come from shared interests but al
Chinese military and maritime ambitions in the Indian Ocean are well known to Indonesian officials. While
Chinese activities are expanding in the Indian Ocean, they concern Indonesia less than India. As Indonesi
anal yst Waf f aa Kh dialridenesa defence ollabotation mustnbg framed not as a
counterbalance to China, but as a contribution to strengthening regionallsélfance and r esi | |
Research Foundation, 2025). In 2024, Indonesia and China started bilategere?faliowing President

elect Prabowao's official meeting with President Xi. After the dialogue, the two countries resumed their bilater:
exercise albeit at a lower scale than that oflftbaesia. While Siladonesian military exercises will likely

focus on confidendauilding for years to come, the possibility of testing Hikale arms, such as the Brahmos,
during Indonesian livfire drills with China could givew Delhi some cause for concern. Although India

i mposes no 0ussaigeeh,r eosnter il mtdii ams G eand or naval of fi
judgment 6 to refrain from using sensitive I ndi
with Pakistan (Indian Senior Naval Officer, interview withraythol May 2025) . ol f
adds, othey will be addressed diplomatically.
Table 1.6 Five Pillars of Indladonesia Defence Diplomacy
Pillar Bilateral Trilateral Multilateral
Pillar | 1 Reciprocal visits by Indiarl 1 Trilateral Dialogue of { Indian Ocean Rim

Port calls, goodwill
visits,seniorofficial
dialogues & textual

and Indonesian naval
warships
1 IndiaIndonesia Security

the Indian Ocean

9 Trilateral Maritime
Security Workshop

Association (IORA)

9 Indian OceaNaval
Symposium (IONS)

Military education,
training, and academic
exchanges

StaffColleges
9 NDC and Sesko TNI
9 Hydrographic training
course

consensus Dialogue { Information Fusion Centres
1 Joint Defence Cooperatio in Singapore and India
Committee Meeting 1 ADMM Plus
Pillar 11 1 Army, Navy, and Air Forc{ n.a. 1 IndePacific Maritime Domai

Awareness
9 Subsea infrastructure resilig

Pillar 111

Coordinated patrols,
joint exercises, and
surveys

9 Indindo CORPAT

1 Ex. Garuda Shakti

9 Ex. Samudra Shakti

1 Joint hydrographic survey

9 Submarine rescue and
safety

1 Trilateral Maritime
Partnership Exercise

1 Ex. Milan

9 Ex. Komodo

9 ASEAN-India Maritime
Exercise (AIME)

Pillar IV
Transfers of arms and
equipment

q Indian sale of Brahmos m|

n.a.

Pillar V

Defence industrial and
technological
collaboration

1 Supersonic technology
9 MRO for aircraft and misg
1 Weapon system integratid

9 Sonar and electromagnet
systems
9 Underwater surveillance

1 Missile propellants

9 Shipborne Radar Sy
with Japan

1 Indialndonesia joint researc
ceproduction of weapon syq
e.g. land attack cruise and/
ballistic missiles

1 Indialndonesia joint arms s
3rd countries, e.gclaiyee
artillery shells

NOTE : Italics potential activities of defence diplomacy; n.a. =applicable/not available
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1.5 Conclusion

India and Indonesia defence relations are expan

What began as a modest confiddniieling measure |ND|A AND INDONES'A
is maturing into a&ollaborative, if not a coalitione DEFENCE RELATIONS ARE EXPANDING

artnership. The evolution of this partnershi
P P P P What began as a modest confidence-building measure is
anchored by frameworks such as the 2001 Def maturing into a collaborative, if not a coalitional, partnership

Cooperation  Agreement, which prioritis
collaboration in defence equipment, industry,
technology, therefore layinget groundwork for
deeper collaboration in resource development
operational interoperability. Today, both countries
seeking to leverage industrial and technolo
cooperation to develop capabilities that serve |
term strategic interests.

Both India and Indonesia rely on defence diplorr ?
as a core instrument of their foreign policy. B The evolution of this partnership is anchored by frameworks
pursue strategic autonomy while navigating ( such as the 2001 Defence Cooperation Agreement
power rivalry in the IndBaci fi c. I FIVE PILLARS OF COOPERATION
diplomacy, anchored in its Act East Policy, is bar g a0 b TR R
by anadvanced indigenous defence industry base l ,! | z ‘ .h"
emphasises sophisticated defence exports, ca Q«Q > =Raa “""‘w‘

building, and the deepening of ties with South PERSONNEL DEFENCE
J P g :,_?é',};,f:,:} EXCHANGE&  ADVANCED ' \\pijcTRIAL  TECHNO-

Asi a. l ndonesi ads app EDUCATIONAL INTEGRATION  co) | pgoparion LOGICAL N d
. . . . COLLABORATION COLLAB-

leverages their geographic centrality in the- I ORATION

Pacific thoth Its hedgmg strategy In efforts Together, these approaches pave paths for mutual

attracting diverse partnerships, while modernisin reinforcement where Indonesia can benefit from

military, and strengthening domestic defeiice

industries. Together, these approaches pave paths for mutual reinforcement where Indonesia can benefit fron
I ndéemaPdsrti se in defence technology, while I ndia g¢g:
and stewardship of ASEAN.

Indialndonesia defence diplomacy is upheld by five pillars. The first pillar emphasises deepening political
alignment thragh senictevel dialogues, warship port calls, and textual consensus like Shared Maritime Vision.
The second pillar reflects growing personnel exchanges and educational collaboration. The third pillar highlight:
advanced interoperability through the IddIEORPAT, joint exercises sucGasuda ShakindSamudra Shakti

as well as upcoming joint surveys. The fourth pillar shows a growing potential, ranging from arms transfer to co
production ventures to reinforce supply chain diversification and ahauogtiernisation. The fifth pillar refers

to long term industrial technological collaboration, with joint R&D, and exploration of advanced systems such as
naval sensors and supersonic missile technology.

Looking forward, beyond these pillars, ghdanership has plenty of space for expansion in domains that
consolidate strategic trust and operational depth. In the maritime sphere, cooperation can extend to amphibiou:
exercises and underwater domain, such as submarine rescue and safety. biaaewdit@sgs can include
high-altitude warfare training and more complex multilateral formats. Defence industrial collaboration could also
expand to nexgeneration technology, such as unmanned systems and artificial intelligence. Ultimately, India
Indonesia defence diplomacy is no longer about gradual phases of cooperation, but about creating a strategi
trajectory that expands across the HRdcfic, marking a shift from mutual interoperability to a
collaborative/coalitional tier where joint operat@nstechnological collaboration become the norm.
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2.1 Modernising Garuda

Il ndonesiads military modernisation trajectory, e
spanned the 2042024 timeframe. However, by the end of its implementation cycle, the programnigeiiad real
fewer than 70 per cent of its projected force development objectives (Sembiring, 2024). In 2024, Preside
Prabowo Subianto introduced a successor strategic concept termed the Optimal Essential Force (OEI
(Medcom.id., 2023). This initiative seeke-¢mergise the broader defence transformation agenda. To underpin
this ambition, the new administration has proposed an increase in defence expenditure to 1.5 per cent of grc
domestic product (GDP), while simultaneously targeting an annual econatinicaggaoi 8 per cent (BPS
Statistic Indonesia, 2024).

The OEF is not the first major defence planning |
tenure as Minister of Defence (&2124), he proposed tRerisai Trisula Nusar{far@dipelagic Trident Shield,

ATS), a comprehensive letegm force modernisation plan, projected to require fiscal outlays amounting to IDR
1.7 quadrillion (approximately USD 125 billion) (Chairil, 2021). While ATS was commended for its strategi
ambition, 1 also faced significant scrutiny regarding its feasibility, financial governance mechanisms (Koali
Masyarakat Sipil untuk Reformasi Sektor Keamanan, 2021) and lack of institutional transparency (Saputra, 2(
Transparency International Defence & Sgc@020). On the other hand, proponents also contend that even the
proposed resource envelope falls short of meet i n
existing capability shortfalls (Noor et al., 2021; Nurita & Adyatama, 2021).

Despite the articulation of both ATS and OEF, neither initiative has been codified into a strategic planning
document. This has fuelled concern among security analysts that Indonesia continues to exhibit characteristi
of ounder bal afcimgar ({ Gkndard2H )& and ounderinves
capability development. Rather than facilitating transformative modernisation, current investment levels are larg
confined to platform maintenance and incremental upgrades g@ginfl&riamarizki, 2021). This is seemingly
counterintuitive in the face of unstable geopolitical conditions and the rising average global defence budget (SIP
2025).

Integral to the discourse on force modernisation is the strategic objeddfencé industrial se#fliance
(kemandirigra recurring theme in Indonesian defence policy circlesli&sie is increasingly relevant amid
global economic and technological decoupling as well as unilaterally implemented barriers to nitigaty techno
such as CAATSA (Countering American Adversary Through Sanction Act). Since the issuance of Law N
16/2012 on the Defence Industry, a parallel nafiative c apsul at ed i n t hefseakxi m 0

1 This is a daunting task, considering the current the economic growth is only 4.95% at the third quarter of 2024

2 Previously, MEF document was issued via Defence Minister Regulation No. 19/2012 on MEF and aligned with Defence Minister
Regulation No. 39/2015 on MEF of TNI and Defence Minister Regulation No. 6/2019 on Alignment of MEF.
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to reconceptualise arms expenditure agéomginvestment by prioritising domestic research, development, and
indigenous procurement. Within this framework, foreign military acquisitions are positioned as a measure of las
resort and must be coupled with mandatory industrial offsets througtritet@ale, Local Content, and Offset
mechanism (collectively referred to as IDKLOmral Dagang, Kandungan Lokafsdian

This chapter seeks to provide an overview of the
longterm procuement trends and the evolving regulatory landscape, including key legislation and subordinate
regulations at the ministerial level. Employing a imi@&ttbds approach, this chapter draws on both primary

and secondary sources. Primary data, includingl offizilations and interviews with key stakeholders, are used

to map institutional processes and deemiking structures. Secondary data from the Stockholm International
Peace Research Institute (SIPRI) and the 1ISS Military Balance+ databasecate atalys assess | n
defence spending, procurement trends, arms inventory, and-iheliestcal cooperation.

This chapter is structured as follows. Section One examines the strategic drivers of Indonesian military
modernisation, focusing on threatqeptions, defence planning, and the defence economic context. Section Two
outlines the institutional architecture of arms procurement, including key stakeholders and procurement
mechanisms. Section Three analyses procurement patterns. Finally ethprapeges developing a stronger

bil ater al defence industry and technology cooper al
acquisition strategy.

2.2 The Limited Impact of the Past Military Modernisation on the Age of Weapon Systerddtan
Composition

I ndonesiads ambition to modernise its armed force

2000s. Following the launch of the Minimum Essential Force (MEF) roadmap during President Susilo Bambang
Yudh oy o n oréation, sulostaritial fissltresources have been allocated to replace or upgrade legacy system:
However, the strategic impact of these investments remains contested, particularly in terms of improving the ag
of weapon systems and the level offgk#inceas well as operational readiness and deterrence.

According to |1 I1'SS Military Bal ance 2002009),thamean dur
age of the TNIOs major weapon systems wdkoWidpdpr o x i m
(20192 02 4) , this had decreased to roughl yo2039 theg ear s .
reduction was margifiabnly 0.7 yeaiisindicating limited momentum for modernisation during that period.

This is caused by CAATSA whicmiper at least four procurement contracts with Russia, and-tfeaffive
Defence Strategic PldReficana Strategis Pertahanammegastta Hanneg) which has been amended twice
within five years, delaying the implementation of the defence develofamembcjuding procurement.
Furthermore, the maintenance and repair of all weapon inventory of Russian origin must be postponed, forcing
essential capabilities like fighter jets and helicopters to be gfounded.

Among selected eight major conventionak arategories (see Figure 2.1 Age of Weapon Systems in Eight
Categories), armoured fighting vehicles account for the largest share of equipment aged over 30 years (27%
followed by naval vessels (20%) and artillery systems (16%). In contrast, newaresygstarastrated in the
aerospace domain, with fixgohg aircraft representing 27% of systems under 30 years of age, followed by
helicopters (18%) and air defence systems (15%). Notably, several naval platforms have exceeded 50 years
service. Thesediude Germabuilt Parchirclass corvettes, Teluk Gilimamlkss and Teluk Cirebolass

landing ships, and Dutomanufactured Van Speglass frigatésall of which are legacies of Cold \&far

31t is unclear exactly how marSukhoi fighter jets and Mi7 helicopters are operationally viable, let alone batéady. The IISS
Military Balance 2025 still lists them in the Indonesian Air Force's inventory.

26 | Chapter Modernising Garuda: Regulations, Instigity 8 = | YR hdziLddzi Ay LYyR2ySail Qa
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transfers. The modernisation effort appears uneven, vaiipaer assets experiencing comparatively greater
renewal than ground or naval forces.

As of 2024, 35 out of 129 major weapon system categories (approximately 27%)-bemndemndsitions.

These include platforms sourced through surplus sales doidhetlequipment, notably from European and
Russian inventories. The persistence of séemublsystems and the modest decrease in average platform age
suggest enduring structur al constraints iedfisdalnd on e
space, technological dependency, and high maintenance requirements.

Figure 2.1 Age of Weapon Systems in Eight Categories
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An analysis using 1ISS Milbal+ data found that Indonesia is the depsnident in terms of weapon types
among ASEAN countries (Savitri, 2023). However, it is not yet known for sure the extent of local content is
across all defence and security products (Sabana et al., 2023) and the maintenance conducted in the nati
defence industry. By 2018, around 49.8% of arms procurement is claimed to be sourced darsiggtitiafint

jump from 12.75% in 2010.

The number of registered defence companies is growing each year. As of 2024, Data from the Ministry of Defen
revealsttat 206 companies have business licenses in the defence sector, consisting of eight state owned enterpl
(Badan Usaha Milik Negara, BUMN) and 198 private enterprises (Badan Usaha Milik Swasta, BUMS). Followi
the issuance of Government Regulatiorbhdd 2022, 5 (five) BUMN merged under the defence industry holding
company with the name DefendID. Previously in 2018, several verified BUMS formed an association calle
Pinhantanas to pursue a joint interest (Hidayat, 2018).

The main characteristics ofdbnesia’'s national defence industry are as follows. First, most of the defence
industry is engaged in shipbuilding. Second, only a few companies have the competitiveness for exports, sucl
BUMN PT DI, PT Pal, and PT Pindad. However, currently BUM&#irgsto be able to export by filling in

niche markets such as Infoglobal (manufacturer of old aircraft avionics) and Sari Bahari (manufacturer of Sukt
Training bombs). Third, most companies in the maintenance sector focus on aircraft (20 cochmariyes) an
one company dedicates operation on naval maini@iraacelition to the lead integrator that usually provides
maintenance service for its own product and licensed import.

HPo S5NAOSNAE 2F LYR2ySaAiAl Qa aAfAlGrFrNEB a2RSNYAa

Indonesia's defence modeation is primarily driven by strategic vulnerability, with internal threats historically
being the primary concern. However, in recent years, external threats have emerged, including disputes over E
delimitation i n the Somadstlsignfitantstrategis ehallenges m &€hing, withwhoan e
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the country has seen heightening tensions after its controvdeshl lthe claim made in 2009, which
ambiguously includes Indonesian waters. Furthermore, there is a major challenge ftegidloesipetition

between China and the United States, which places Indonesia in a precarious position where any regional confli
could directly impact its vital sea lanes and airspace (Laksmana, 2021; Pratama & Maharani, 2024).

A key f oc u sdefente strategy cc marisme aapability, particularly the "Large Island Defence" concept
introduced in 2021 (Matthews et al., 2025). This strategy emphasisesseli ci ency f or | ndon
enabling them to defend themselves without ekteupport. It requires enhanced logistics, connectivity, and
defence infrastructure. Papua and Kalimantan Islands have been prioritised for defence upgrades, with Papu
facing insurgency and bordering Papua New Guinea, and Kalimantan being thesittefdnda 6 s nhew ¢
ONusantaradé. Jakarta also aims to bolster defence
South China Sea.

2.4 Defence Economy

Since the presidency of Susilo Bambang Yudhoyoné2@00Y the Indonesian goveemnhhas consistently
articulated its ambition to increase defence spending to 1.5% of GDP. However, this goal has remained
unattainable, primarily due to persistent economic challenges, with GDP growth averaging between 4% and 5%
well below the nationaédr e | opment target of 7% As of the | ates
stands at approximately 0.8% of GDP (Tian et al., 2024), a figure considerably lower than both the global averag
of 2.3% and the regional average for theReaidc, which is 1.7%.

A more significant concern is the structure of |In
military modernisation (Laksmana et al., 2020). On average, only 18% of the defence budget is allocated to capit
expenditure for the procurement of new military assets, with the remaining funds directed towards personnel
sal aries and operational costs. I ndonesiads ar ms ¢
of domestic and international Ieaifhe state budget, denominated in Rupiah, is typically used only for down
payments, which represent approximately 15% of the total procureméntiaabee.arms procurement from

abroad relies mainly on foreign loans.

In 2021, Prabowo Subianto as Mar of Defence requested an estimated US$125 billion to fund the PTN
programme over the next 25 years. This figure includes US$79.1 billion for military hardware, US$32.5 billion for
contingencies and maintenance, and US$13.4 billion to service imteregjroloans over the financing term.

After becoming President, Prabowo Subianto increased the 2025 defence budget sharply from IDR 166.1 trillion
in 2024 to IDR 242.5 trillion (Madjid, 2025). This significant increase is primarily intended far#meepitoc

and maintenance of defence equipment, as well as the construction of official residences for soldiers.

2.5 Arms Procurement Regulations, Actors, and Mechanism

2.5.1 Regulations

I ndonesi ads defence acgqgui sspdctrum of tha praciremenrs Ifeciiofore e nc o

articulating user requirements to the final delivery of materiel and services. This process is synchronised with th
five-year Strategic Defence Plan (Rencana Strategis Pertahanan Negara, Renstra HannegalaDdfthrea

Work Plan (Rencana Kerja Pertahanan Negara, Renja Hanneg). Following Presidential Regulation No. 16/201;
on Public Procurement, Article 90 stipulates that the acquisition of armaments is to be conducted in line with

regulations specific toetlilefence sector.

4Since 2020, foreign currency reserves have been restricted from asesprocurement, having been reprioritised for emergency
national needs. Interview with senior officer at Baranahan Bagpenasn May 2025.
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At the legislative tier, two foundational statutes define the legal framework for defence procurement: Law Nc
16/2012 on the Defence Industry and Law No. 11/2020 on Job Creation. The Defence Industry Law establishe
a clear preferencerf@ourcing defence equipment from domestic producers. In cases where domestic
procurement is unfeasible, foreign acquisition is permissible but subject to binding obligations for IDKLO. The
Job Creation law paves the way for private companies to bd thetgator of weapons systems and allows
foreign investment in the Indonesian defence industry.

At the ministerial level, Minister of Defence Regulation No. 14/2020 delineates the comprehensive procedure
governing the procurement of major defence sydtanboth the Ministry of Defence and the Indonesian
National Armed Forcedé¢ntara Nasional IndonENid. This is further reinforced by Minister of Defence
Regulation No. 07/2022, which defines the methodology for establishing operational recfoirelefamse

and security materiel. Most recently, Minister of Defence Regulation No. 06/2024 formalises the implementatio
mechanism for mandatory IDKLO in the context of foreign arms acquisition.

2.5.2 Actors, Roles, and Responsibilities

In the past, tere were six stakeholders in defence planning and budgeting: the Ministry of Defence, the TNI,
BappenasBadan Perencanaan PembangunaiNatiasiah&levelopment Planning Agency), the Ministry of
Finance, the Legislative Body (DPR), and the Defencarnnéwlicy Committee (KKIP). In the future, the

DPN (Dewan Pertahanan Nadlatiahal Defence Council) is projected to play a major role.

The Ministry of Defence (Kemhan) is central in Indonesia's arms procurement process. It assesses milita
capability requirements proposed by the TNI through the Directorate General of Defence Power (Kuathan)
which produces the Renbut (requirement pligmed with the strategic and annual defence plans (Renstra and
Renja). Kemhan also formulates the defence budget proposal (DIPA) and coordinates procurement financin
Supplier evaluation is managed by the Defence Facilities Agency (Baranahan)sighilés aigsted in the

Table 2.1 Stakeholder in Defence Planning and Budgeting

Stakeholder Budgeting ‘
Kemhan 1. Central coordinator of defence planning and procurement, assess TNI proposal via
Kuathan
2. Prepare Renbut, Renstra, Renja, Draft budget (DIPA)
3. Manage procurement financing to evaluation via Baranahan
4. Oversight by Inspectoral General
5. Technology and dlustry development via Balitbang dan Ditjen Pothan
TNI Proposes Renbut, input operational needs into planning cycle
Bappenas Design multiyear funding frameworks, review procurement priorities, issue Green Book
Kemkeu Issue Blue Book with finAinding options, determine financing sources (PSP)
DPR Approve budget via BANGGAR, perform oversight, can amend/adjust funding proposal,
limited to top-line allocations
KKIP Coordinate defence industrial policy, led by President
DPN 1. Strategic level authority, led by President

2. Set high level guidance for defence posture and procurement priorities
3. Integrate geostrategy, geopolitics, geoeconomic analysis
4. Will absorb some Bappenas functions, coordinate across ministries and TNI
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InspectorGeneral. Additionally, defence technology development and industrial policy are handled by the
Research and Development Agency (Balitbang) and the Directorate of Defence Technology and Industry (Dit
Tekindhan), under the i@ctorate General of Defence Potential.

The National Development Planning Agency (Bappenas) and the Ministry of Finance are integral to defence
budgeting and loAgrm procurement planning. Bappenas formulatesyeatiunding frameworks aligned with
procurement priorities proposed by TNl and Kemhan. Mediegm m s hopping | ists mu
approval, after which a O0Oblue bookd is issued to ¢
the Ministry of Finance, which also issuesrthkedetermination of funding sources (PSP).

The National Defence Council (DPN), established by Presidential Decree No. 202/2024|es ¢hettapegic

body for defence planning, led by the President. It includes key ministers, TNI leaderstaprelrdanit state

officials. The Council is supported by a secretariat and three deputy positions focused on geostrategy, geopolitic
and geoeconoriytasked with integrating national interests into procurement decisions. The strategic mandate
of the DPNi as outlined in its founding regulafioris to provide highevel guidance on defence posture,
capability development, and lkbegn national security planning. DPN will assume a decisive role in setting
procurement priorities and funding plans, takingsowee functions previously handled by Bappenas.

2.5.3 Defence Planning and Budget Cycle

Il ndonesi ads defence planning and budgeting system
operates on 2@ear, fivegyear (Renstra Hanneg), and anfRenja Hanneg) timelines. The annual defence budget

is formulated through a structured tkpbase process: the indicative ceipagy indikatih MayJune, the
temporary ceilingpégu sementtobowing the issuance of the financial nod¢éa(keungan and the definitive

ceiling pagu definififom July to October. The final phase involves negotiations between the executive and the
legislature, culminating in parliamentary (DPR) approval and formal adoption through the Law on the State
Budget U APBN). This staged approach ensures legislative oversight and legal legitimacy for all defence
spending.

I ndonesi ads parliament plays a critical rol e in de
plan and approving shoaind medim-term programmes. The parliament is mandated with three core functions,
namely legislation, oversight, and budgeting. Through its Budget Committee (BANGGAR), composed of
representatives from political parties, the DPR can amend, reject, or propgensliharing budget
discussions. However, its access is limited téekiglhallocations and does not extend to detailed expenditure
categories. Budget impasses between the government and DPR are typically resolved through political negotiatic
and lobbing rather than technical deliberation.

Funding for defence procurement is sourced from both domestic {Rerpiaminated) and foreign currency
mechanisms. Domestic sources include pure Rupiah (Rupiah Murni), domestic loans (Pinjaman Dalam Neger
PDN), and accompanying domestic budgets. Fdirgageing primarily comes through foreign loans (Pinjaman

Luar Negeri, PLN). The legal basis for these financing mechanisms is set out in Government Regulation No.
10/2011 on the procurement of defence equipment using foreign loans and grants, andre&egalation

No. 54/2008 on domestic lod@ndoth of which are currently under review for potential revisions.

2.5.4 Determination of Capability Requirements Planning (Renbut)

The formulation of I ndonesi ads Wieiftez of Dafence Rggadidn! i t y
No. 07/2022. Planning documents, collectively referred to as Capability Requirements Planning (Renbut), are
structured into three temporal categories:temng (20 years), mediderm (5 years), and shtatm (1 year).
Thelongterm plan comprises seven core elements: types of requirements, operational requirements, technica
specifications, estimated costs, technical assessments, procurement schemes, and a list of potential suppliers. -
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medium and shorterm plans incli@these elements, along with quantitative requirement estimates and logistical
support needs.

At the Ministry of Defence, responsibility for drafting the Renbut lies with the Bureau of Planning and Finance
under the Secretariat General. At the TNI Headggathis function is undertaken by the Directorate of Strategic
Policy and General Pl anning. At the same ti me, a
staff. All Renbut submissions are channelled through the DirectoratedsBafemice Power (Ditjen Kuathan)

before receiving ministerial approval. The drafting process follows the same planning horizons across all lev
and is centrally coordinated by Ditjen Kuathan.

The longterm Renbut outlines four procurement pathwaydofagstic procurement contingent on miktary
standard worthiness certification; (b) foreign procurement with mandatory implementation of IDKLO; (c)
domestic production based on certified R&D outputs, including design certification or first articlasnspectio
and (d) procurement via domestic or foreign financing. The supplier list comprises potential vendors invited t
present their proposed systems for evaluation based on four performance metrics: reliability, adaptabilit
durability, and interoperabiltyth existing TNI assets. Ditjen Kuathan oversees these evaluations.

The implementation of the Renbut planning process involveagetey coordination among the Ministry of
Defence, TNI Headquarters, individual service branches, and the DefengePotlagtCommittee (KKIP).

These stakeholders operate through a working group established by the Minister of Defence. Final approval
the Renbut lies with the defence minister, who also holds discretionary authority to reteisa phats in
respons¢o changing strategic conditions, technological advancements, or national emergencies such as arn
conflict, natural disasters, or pandemics.

2.5.5 Countertrade, Local Content, and Offset (IDKLO)

The Defence Industry Law mandates the requirement forQD¥hile the detailed implementation mechanism

is governed by the Minister of Defence Regulation No. 05/2024. The minimum value of the IDKLO obligation
is set at 85% of the total contract value, with a minimum of 45% allocated explicitly to locahd¢aftset a
component8.The IDKLO contract is structured as a standalone agreement that forms an integral part of the
main procurement contract. To date, the countertrade component of the offset mechanism has never bee
operationalised.

The formulation o DKLO proposals involves multiple stakeholders, including the KKIP, the Ministry of
Defence, the Headquarters of the Armed Forces and individual services, the domestic defence industry, and ot
relevant parties as deemed necessary based on procucgrnenmtenets.

The most recent regulatory amendments to the IDKLO framework introduced two notable changes: (1) the
eligibility of secondary education institutions as recipients of local content and offset benefits, and (2) th
prohibition against convertilBKLO obligations into direct cash payments. However, suppliers are now
permitted to channel funds intended for infrastructlaged offset projects through Baranahan, which is
authorised to execute such projects via its internal units.

2.5.6 Arms Proc@ment Procedure

According to Permenhan 16/2020, there is only one institution entitled to the defence budget (Budget Authority
PA): the Minister of Defence (Menhan). However, there are five organisations entitled to utilise the budge
(Budget User Prox)KPA): Kemhan, the Indonesian National Armed Forces (TNI) Headquarters, and the
headquarters of each of its serfiicksny (AD), Navy (AL), and Air Force (AU). The five are also referred to

as Organisational Unitgn(it Organisasio).

5The original percentage of offset is 35%. The Law stipulated that the percentage must increase by 10%eeeaysfiv
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The procurement press begins with the PA/KPA formulating a general defence procurement plan, which
includes the budget, based on the Renbut and the APBN. The general plan includes activities such as the Tern
of Reference, which contain an analysis of requirements, pakrr@gjoirements, technical specifications, price
estimates, program details, and time, as well as feasibility study results. PA / KPA does not openly invite all
vendors but sends exclusive invitations directly to prospective vendors. There are tfreetj@@ssms for

selecting vendors: direct appointment, special selection, or direct purchase.

There are five units involved in the procurement process. First, officers who are responsible and accountable fo
budget utilisation (KPA). Second, the TeehSpecification Evaluation Team (TES) was created by the user to
analyse and evaluate technical specifications that require validation. Third, Commitment Making Officer (PPK).
Fourth, the Procurement Evaluation Ted@im (Evaluasi PengadBaR), createlly the Minister of Defence,

provides recommendations regarding the PA's authority to determine the winning bidder. Consideration from the
TEP is required when the price of the equipment exceeds 100 billion Rupiah. Sixth, Committee to receive
procurement lts (PPHP).

The following are the stages of the general weapons procurement process, as outlined in the previous Defenc
Minister Regulation. The stages are as followprdparation starts from the first month with reference to
procurement, which cadets of a directive from the Budget User/PA, supporting documents, determination of
funding sources using foreign loan from foreign private creditors and Export Credit Guarantee Agency (LPKE),
List of Priority Domestic Activityp@ftar Kegiatan Priori@ar® NegebDBKPDN) for arms procurement using
domestic loan, DIPA on arms procurement using pure Rupiah, and other supporting documents. Preparation
continues from the third month, focusing on determining the provider selection mechanism, priceardtimates,
procurement documents. Next is provider selection, which is carried out between months five and seven, starting
with a prequalification invitation to request proposals, followed by shortlisting and final provider selection.
Contract formulation andtavation follow, providing selection, which runs between months six and nine, starting
with contract formulation, contract signing, issuance of L/C, and the contract is declaredréfigityivihe
implementation and delivery span from the provikdiigery to PPK, including the issuance of maintenance and
aftersales service guarantees, to the handover from PPK to the user.

2.6 Defence Acquisition Strategies

Law on Defence Industry essentially paves the way for multiple dedeigigon strategies. Article 48 stipulates

that defence industry management can be conducted via international partnerships based on mutual benefits ar
national interest. The objective of cooperation is to expedite the technology mastery and iadR&®cos

The scope of cooperation includes education, training, technology transfer, R&D, engineering, production,
marketing as well as financing. International cooperation must secure approval from KKIP.

KKIP implements selfeliance in arms procurembmgitencouraging partnership with both domestic and foreign
partners. There is awareness that the state will not be able to control 100% of defence technology and suppl
chain, especially critical technofof§g.a complementary strategy, KKIP encouraggsational partnership

between national defence companies and foreign partners via mandatory IDKLO. Table 2.2 below shows the
implementation of diverse strategies in the 10 national programs as mandated by Decision of Head of KKIP No.
7 Year 2014 and Rident Decision No 8 Year 2021 on General Defence Strateg}02026t least three
strategies have been used: joint development, offset from arms import, and domestic consortium.

6 Highrvalue critical technology can be defined differently across countries Some countries, like Australia, focu on criticiiggchno
with military value for superiority such as nuclear power submarine. Some
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Table 2.2 Arms Procurement Strategies in 10 National Program

1  Fighter jet 4.5 Gen KEL PT DI KAI (South Korea) Joint development

2  Submarine (Scorpene) PT PAL Naval Group (France) @ Offset

3 Propellant PT Dahana N/A N/A

4 | Rocket (Rhaii22) LAPAN N/A National Consortium
5 Missile PTDI/LEN N/A National Consortium
6 Radar (GCI) PT. LEN Thales (France) Offset

7  Military Satellite LAPAN Offset

8  Medium Tank (Harimau) PT. PINDAD FNSS (Turkiye) Joint development

9 Unmanned aerial vehicl@B4) PTDI (Tarkiye) Offset

10  Underwater detection N/A N/A N/A

Following the issuance of Law on Job Creation in 2019, there is a redefiniticgliahselfThe Law introduces

a different politics in defence industry management via liberalisation, in which private companies can become
lead integrator in defenc@guction and foreign investment is no longer banned. This move aims to encourage
domestic industry to be part of the global supply chain.

2.7 The Ongoing and Intended Procurement

Although a formal replacement for the MEF as a modernisadidmap has yet to be issued, both new and
seconeéhand arms acquisitions continue to proceed. Table 2.3 below outlines approximately 28 procurement cas
from 2019 to 2024. They are at varying stages of government commitment, ranging from exprésssns of in
reported in the media (such as a proposed aircraft carrier from Italy) (Sutrisna & Belarminus, 2025) to ful
delivered platforms (such as th&30J transport aircraft from the United States).

The degree of governmental commitment varies congid€@binstance, of the nine planned procurements
from France, the largest arms supplier during the period, only 78% have progressed to contract activation. In t
case of Italy, five procurement initiatives have been identified, yet only 40% hatbeeastiegtt activation

stage. From the United States, three procurement cases are recorded, with only one (approximately 30%) ha
reached an active contract status; the remainder are still at the Memorandum of Understanding (MoU) stage, s
as the @nned acquisition of 15 fighter aircraft. As for Turkiye, although five procurement contracts have been
awarded, only one (20%) is currently active as of March 2025. This refers to the Kaplan medium tank, a join
developed platform between FNSS (Téjkind Pindad (Indonesia), which has progressed to the production
stage.
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Table 2.3 List of New Arms Procurement in Different Stage of Commitment, 2@1@

1 G130J TransportAircraft | USA 2019 5 | Delivered New

2 |ASTROS 2 Multiple Lauch Brazil 2019 27 | Delivered New
Rocket System

3 H225M Caracal Transport France 2019 8 | Delivered New
Helicopter

4 Pandurll Armoured Vehicle | Czech 2019 22 | Delivered New

5 Kaplan/ Harimau Medium Tank Tarkiye 2019 18 Delivered New

6 RAT31DLM Radar Italy 2020 1 | Delivered New

7 MHVW-60 MCM Vessel Germany 2020 2 | Delivered New

8 ' FREMM Class | Frigate Italy 2021 6 | Contract not yet Active Seconéhand

9 Maestrale Class Frigate Italy 2021 2 | Contract not yet Active Seconehand

10 A400M Transport Aircraft  France 2021 2 On Production New

11 FMP Frigate Indonesia 2021 2 | On Production New

12 KHAN Ballistic Missile  Turkiye 2022 2 batt  Contract not yet Active  New

13 Hisar O Air DefenceSystem Tirkiye 2022 N/A | Contract not yet Active New

14 Hisar U Air Defence Systei Tirkiye 2022 N/A | Contract not yet Active New

15 Rafale F4AR Fighter Aircraft France 2022 48  On Production New

16 Falcon 7X VIP Aircraft France 2022 1 | Delivered Seconehand

17 Falcon 8X VIP Aircraft France 2022 2  Delivered Seconehand

18 GM-403 Radar France 2023 13 | On Production New

19 F15EX Fighter Aircraft USA 2023 24  MoU New

20 S70M Blackhawt Transport USA 2023 24 |MoU New
Helicopter

21 AnkaS UAV Tarkiye 2023 12  Contract not yet Active New

22 Mirage 20065 Fighter Aircraft Qatar 2023 12 Contract not yet Active  Seconehand

23 SRW Mk 3 Submarine Rescue UK 2023 1 | On Production New
Vessel

24 Thaon di Revel OPV Italy 2024 2 ActiveContract New

Class

25 Garibaldi Class Aircraft Carrier Italy 2024 1 | Intention Seconehand

26 Scorpene Evolve Submarine France 2024 2 | Contract not yet Active New

27 FDI Frigate France 2024 N/A  Intention New

28 H145 Transport France 2024 4 OnProduction New
Helicopter

Source: Indé’acific Strategic Intelligence, 2025
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2.8 Opportunity and Challenge in Developing Cooperation with India

Indonesia and India have maintained a long history of interaction in the domains of religion, language, art, al
architecture for centuries. In the early era of independent states, both countries faced similar challenges ¢
hardships due to colonialisshwc h | ed to cl oser cooperation. This
Di pl omacyd, which pledged to send 500.000 tons of
the 1947 Asian Rel ati ons CdawdharlaldNehcuevoided the oppostionftd r s
Dutch military aggression in Indonesia (New York Times, 1947). By 1950, the strong bond between India an
Indonesia was formalized and cooperation spurred in other sectors. In defence cooperation, Indizsand Indo
held their first naval exercise in 1960 (Bajpaee, 2016). The bilateral relationship soured during the height of -
Cold War.

The end of the Cold War provided a new opening for bilateral defence relations. This significant policy chang
marked India participation in the ASEAN Regional Forum in 1996. India also held the MILAN naval exercise
in the Bay of Bengal with Indonesia and other ASEAN members since 1997. The formal defence cooperatic
between India and Indonesia was established with the®€@operation Framework Agreement in 2001 and
further enhanced with the Defence Cooperation Agreement (DCA) in 2018 (Hakim, 2018). However, defenc
cooperation remains underexplored, as it is mainly limited to meetings, visits, and exerciseqdnstatdnce i
cooperation, there is a sole case between Pindad and Tata Motors for the joint production of water cannc
(Sawiyya, 2018).

Indonesia and India share many similar characteristics when it comes to defence acquisition. First, their ar
procuremenpolicies are based on the need forrekdince, which stems from independent foreign policies
(0bebas aktifé for I ndonesia and Ostrategic aut ol
stability in the Indéacific and concern withe unfolding conflict in the South China Sea.

Second, the interpretation of strategic autonomy involves a combination of arms diversification and the
development of indigenous arms production capability and capacity. India has been the largest customer
Russian arms, now diversifying its sources to the West. While Indonesia is not dependent on a single supplier
any type of its weapon systems, it is diversifyin
fall victim to CAATSAIn which India shows better success in mitigating its impact and potentially be a source
of lessons learned for Indonesia.

The incentives to improve bilateral defence ties are abundant. Under Prime Minister Narendra Modi's leadersh
India has reinvigaed its Look East Policy to position itself not only as a net security provider in the Indian
Ocean but also as a crucial partner in defence technology in Southeast Asia. India has the potential to becc
Il ndonesi ads partner |lndiaoffered help in the reseue bfrNangdmtipyesian | n 2
submarine that eventually sunk to eternal patrol. President Prabowo Subianto also shows interest to elev
defence cooperation with India, as shown by his appearance as the chief guest indree N&@nal Day

(Person, 2025). The momentum is further cemented with the ratification of the 2019 DCA by Indonesian
parliament in 2024, paving the way for the full implementation of bilateral commitment.

Bilateral defence and industry cooperat®made possible duecimmplementarity of the defence industries.

India is more advanced in several technologies, such as missile (BrahMos, Akash), naval combat system (fri
corvette), UAV and electronics. Indonesia showed great interest in the Brahmos missile system (Saputra, 20
for which Indonesia has experience operating its Russian counterpa80@h@ritks. For Indonesia, India
presents a more neutral alternative partner fewastern technology, compared to China. On the other hand,
Indonesia is quite competitive in landesyst shipbuilding, and transport aircraft. One potential to explore is
collaboration between Pindad and OFB India on ammunition or armoured vehicles.
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Bilateral industry collaboration can be directed to penetrate theSBlabaharketin Africa, South sia, and
ASEAN (Savitri, 2025). Together, Indonesia and India, can market their product at more competitive price
compared to western technoloigyther tailored to the affordability of the targeted countries.

Another commonality shared by both countsidbe need for thmaintenance and upgradingof Russian
origin weaponry. India possesses MRO capabilities to support the maintenance and readiness of Indonesia
defence equipment, including3Buighter jets and Mi7 helicopters.

Both countries hawmbraced international partnershipso expedite selkliance via technology transfer and
joint production. Whilboth operate offset policy in arms importindia has more experience with private and
foreign investment in defence production. India hagscastleast 19 foreign entities operating in defence
producti on, ¢ omp ainmafreds im préparidgotire érst joiat Gesturevbetwden Len and Thales
from France (BératBudreau et al., 2020). This is another area in which Indonesi&fiaindpetndia.

Along with the potential of cooperation, are challenges. Differences in regulation and procedures are among the
most important homework for both governments to understand and to find middle ground. Furthermore, there
is gap in industrighpacity and technology readiness level which can affect the symmetry of bargaining position.
Also, risk of technology secrecy and IPRs embedded in-eevetsé neer i ng or overdepen:
core components need to be anticipated througtr asteair arrangement. Lastly, the two governments face
limitations in finance and political support for{@mm commitment, thus calling for creative financing such as
governmento-government loan or barter.

To fortify the groundwork of bilateral usdrial and technological cooperation, India should not view Indonesia
merely as an arms market, but as a technology partner. Establishing such a partnership will facilitate understandi
of the stakeholders, mechanisms, and technological requiremeits ért/, providing a foundation for
identifying mutually beneficial areas of cooperation.

This chapter recommends several strategic actions to be taken in short, medium, and long term. First, to
institutionalise cooperation through the creation ofritngah Defence Industry Cooperation Meeting (DICM).
Second, to prioritise areas that deliver quick win such as ammunition, MRO, or military communication systems.
Third, to formulate a loAgrm roadmap for research collaboration and strategic technalelpprdent.

Fourth, to maintain reciprocity throughout cooperation, including in offset and technology transfer. Fifth, to
engage private sectors and R&D institutions to boost innovation.
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3.1 Introduction

Over the past decade, the Indian defence industry has nedgetgmsformative shift, aimed at achieving greater
indigenisation in domestic production and emergin
shift has been primarily driven by the twin imperatives of attaining manufactigimgerasd bolstering national
security in an increasingly uncertain strategic environment. Consequently, the urgent need to expand indigen
defence production has acted as a catalyst for reducing dependence on foreign military hardware and for nurtut
the domestic defence industry through policy reforms, manufacturing incentives, and the promotion of
partnerships between the public and private sectors, including joint ventures (JVs) with foreign companies.

Through policies such as the Defence Atiguistrocedure (DAPJ020, the issuance of positive indigenisation

lists, the liberalisation of FDI norms, and the sefpngf dedicate®efence Industrial Corrido(®ICs), the

Indian government has sought to foster an ecosystem that encouragesninmidvate investment, and global
competitiveness. While staia behemoths such as Hindustan Aeronautics Limited (HAL), Bharat Electronics
Limited (BEL), Bharat Dynamics Limited (BDL), and the Defence Research and Development Organisatior
(DRDO) contine to dominate defence production, private sector majors as welups $tave proven to be
agile and responsive to the demands of the gl obal
exports (Ministry of Defence, 2025a).

Thegravi ng i nternational demand for I ndiabds fl agshi
system, offshore patrol vessels (OPVs), fast interceptor craft, and unmanned aerial systehes rigafigct
confidence i n t hectuwingucapdcitieg dnd caphkilities (Teedconoait Tirhes, 2025). With
exports valued at approximately USD 2.7 billion in Financial Year (F23,208# is consolidating its position

as an emerging player in the global arms market (Ministry of D#2B6eg, In this context, forging strategic
partnerships with likeinded countries in Southeast Asia, and with Indonesia in particular, is critical. As both
India and Indonesia share the objectives of achieving greagdiagel in defence productanmd enhancing

exports, their partnership holds the potential to evolve into a mutually beneficial collaboration through technolog
transfer, calevelopment of cuttingdge technologies, and joint manufacturing.

This chapter traces the evolution of ldadsa def ence i ndustry, examining t
factors that have shaped its trajectory. Focusing on the key policy reforms undertaken to indigenise defen
production and increase exports, it identifies factors that contributdditaal® s r educed depeni

aimsi | essons that could offer insights for Indones
strategic objectives in Southeast Asia and potential areas for defence industry collaboratioesiathltindon
concludes with reflections on Indiads experience

efforts to develop a se#liant defence industrial base (DIB).
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The founddbns of the Indian defence industry were laid with 18 cadomiaidnance factories that the State
inherited at the dawn of independence (Behera, 2016, p. 3). The Revised Industrial Policy Resolution of 1956 le
to the reservation of the arms and amtimmindustry exclusively for the State (Behera, 2016, p. 3). Some of

the key Defence Public Sector Units (DPSUs) were established during this period. In the aeronautics sector, th
merger of Hindustan Aircraft Limit8d set up by industrialist Walcha#icachand in 1948 and Aeronautics

India Limited led to the establishment of Hindustan Aeronautics Limited (HAL) in 1964 (Hindustan Aeronautics
Limited, n.d.). Bharat Electronics Limited (BEL) was set up with assistance from France in 1954 (Behera, 2016
p. 3). This was followed by the formation, in 1958, of the Defence Research and Development Organisation
(DRDO) through the wunification of the I ndian Ar my:
merger of the Directorate of Technical Dewelent & Production (DTDP) and the Defence Science
Organisation (DSO) (Ministry of Defence, 2003, p. 58). To bolster shipbuilding, the Indian government
nationalised Mazagon Dock Limited and Garden Reach Workshops Private Limited in 1960, and Hindustan
Shipyard Limited in 1961 (Ministry of Defence, 2003, pp1%0

The 1962 war with China, foll owed by the war wi t h
industry and drove home the lesson of achievingléaifce in defenpeoduction. These conflicts provided the

impetus for diversifying defence industry partnerships and reducing dependence on foreign suppliers. As a resul
the Department of Defence Production (DDP) was set up under the Ministry of Defence (MoD) imis@§2 (Mi

of Defence, 2003, p. 41). Following the 1965 war with Pakistan and the US arms embargo, India turned toward:
the Soviet Union and dependence upon Soviet arms imports increased substantially from hereon, reaching arour
70 per centoy 1980 (Beherd,0 1 6 , p. 7). The Soviet Uni on@s will
beginning with the licensed production of MilGn 19621 and its acceptance of payments through exports in

the form of industrial consumer goods proved more favourableidathad the conditionalities attached to
Western defence deals (Unnikrishnan and Dutta, 2023).

Over time, the Indian government realised the need tagdatigenoufkesearch and DevelopmeR&D)

capabilities and, in 1983, invested in the Integ@atittd Missile Development Programme (IGMDP) to
develop a range of indigenous missile systems. These includetbsunfiaoe ballistic missiléxithviand

Agn), surfaceo-air missilesTgishuland Akash, and anttank missileNag (BrahMos Aempace, n.eh).

However, given the extended time period required to progress from the design stageate |angduction for
operational deployment, the government also adopteddbaeatopment and garoduction model with foreign

partners. A notdéexample was the establishment of BrahMos Aerospace in 1998 as a joint venture (JV) between
DRDO and Russiaf6s Joint Stock Company oOMilitary I
Aerospace, n-ad).

At the turn of the century, additadmeforms were introduced to allow private sector participation and encourage
foreign direct investment (FDI) in defence production and technology development. To maximise the benefits of

these refor ms, several c h a n gduse werenintrodbced tgsopp@trprivate n t 6
sector involvement and gradually create aplayéig field between the DPSUs and private defence entities
(Behera, 2016, p. 10). Il n 2005, the oOoff st8% c | aus

of the total value of higéalue contracts (worth INR 300 crore or more) back into Indian defence enterprises
(Ministry of Defence, 2007, p. 59), in order to aid the development of the domestic DIB. However, owing to
persistent systemic inefficiescand bureaucratic hurdles, these reforms could not be effectively implemented,

which | imited the private sectords ability to com
p. 13). Moreover, it was found that the offset clause hiaerhedt to substantial technology transfer nor the
expected rise in domestic defence production and

remained high (Behera, 2016, p. 113). In its 2012 report based on the audits of sever#faoffsetheon
Comptroller and Auditor General (CAG) of India highlighted the lack of uniformity in the interpretation of offset
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provisions, foreign investment oO0in kindd without

selection of inelig IOPs, and ineffective monitoring mechanisms, as the primary issues (Comptroller and
Auditor General of India, 2012, pp-25). In addition to these reforms, the government also sought to reduce

I ndi ads dependence upon eRhpswith@untriesiniie Wéstyduridg thiseperisd f y
(Behera, 2017, p. 14).

These factors laid the groundwork for a comprehensive set of reforms introduced by the Narendra Mod
government from 2014 onward. With the launch obthea k e i initiativer abupleddwith the call for

a ¢ h i eatmanirlhadta (-reliancef) in manufacturing, including in defence production, the new government
set about simplifying industrial licensing requirements, easing approval mechanisms for defenecé exports, ¢
raising the FDI limits in the sector (Behera, 2016, p. 14). In the decade since, these reforms have yielded tang
results and, as of 2023, approximatehe66enpf the defence equipment used by the Indian armed forces was
manufactured domestiga{Ministry of Defence, 2024b). In FY 2023 domestic defence production was
valued at INR 1,27,265 crore (approximately USD 14.53 hillimayking an increase of & cenbver the

defence production witnessed in FY 2ZIA{Ministry of Defenc@024b). The participation of private defence
enterprises has also grown and defence exports have witnessed a significant rise.

odo {UNMzOGdzNB 2F LYRAIFQa 5STFSyO0S al ydzfFl OG dzNA y

The Indian defence industry primarily comptises categories of stakeholders, namely, the Ministry of Defence
(MoD), Stateowned Defence Public Sector Undertakings (DPSUs), and private sector companies (including th
Indian subsidiaries of foreign Original Equipment Manufacturers [OEMS]).

3.3.1 Tle Ministry of Defence (MoD)

The MoD is responsible for overseeing all matters related to the armed forces, defence production, and R&D
India. It formulates policies on defence and seceldted issues, which are implemented through the Service
Headyjuarters, InteBervice Organisations, Production Establishments, and R&D organisations (Ministry of
Defence, n.d.). The Ministry comprises five departments, namely, the Department of Defence (DoD), the
Defence Research and Development Organisation (DRi2@epartment of Defence Production (DDP), the
Department of Military Affairs (DMA), and the Department eE&wicemen Welfare (DESW).

3.3.2 Defence Public Sector Undertakings (DPSUSs)

The DDP supervises the 16 DPSUSs, including the seven newlshestalitities formed in 2021 through the
corporatisation of the erstwhile Ordnance Factory Board (OFB) and the merger of 41 ordnance factorie
(Department of Defence Production, +&d. TheDPSUs manufacture a diverse range of products, including
arms ad ammunition, aircraft, helicopters, warships, submarines, tanks, radars, missiles, personal protection ge
special alloys, and electronic and communication equipment (Ministry of Defence, 2023a, p. 64). They inclu
key industry players such as HAL|.B&hd MDL, which were featured in the Stockholm International Peace
Research I nstituteds ( S| FpRduting2ar®d niitary sarmides congpanes in theh e
world (Stockholm International Peace Research Institute, 2024). Defemctgoprbg DPSUs, other public

sector undertakings (PSUs), and their JVs, was valued at nearly INR 100,760 crores (approximately USD 1
billion) in FY 20224 (Department of Defence Production Dashboardah.during this period, DPSUs
accounted for 79 per centof total domestic defence production and contributed neggr4@nd f | ndi a G
defence exports (Department of Defence Production, 2025; Ministry of Defence 2024c).
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Figure 3.1 Organisational Structure of the Ministry of Defence, Governnwdrindia

The Ministry of Defence (MoD)

A 4 A 4 A 4

Def R h and Department of Defence
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Young Scientist DPSUs)
Laboratories)
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Department of Military Affairs (DMA)
(Coordination amongst the three Services;
headed by the Chief of Defence Staff
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Headquarters through the Headquarters,
Integrated Defence Staff (HQ IDS)

Department of ExServicemen
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(Matters pertaining to the
welfare and pensions of retired

service personnel)

Source Ministry of Defence (MoD), Government of India (Ministry of Defence, n.d.)

3.3.3 Private Sector Companies

In 2001, privatsector companies in India were permitted to participate fully in defence manufacturing through
licensing, which had previously been reserved for the public sector (Ministry of Defence, 2019c). The defence
private sector comprises over 430 licensed companies and nearly 16,000 micro, small, and medium enterpris
(MSMESs) (Ministry of Defence, 20290)FY 202324, private sector companies accounted fop20d&nbf

Il ndi ads total defence production, valued at | NR 2
Defence Production Dashboard, ad.Their contribution to defence expaltiring this period stood at nearly

60 per cenbof the total (Department of Defence Production Dashboareh)nld. recent years, major private
companies such as Tata Advanced Systems Limited (TASL), Larsen & Toubro (L&T) Limited, and Mahindra
Defence $stems Limited, have delivered advanced platforms, equipment, systems, and services to the Indiar
armed forces, whilealso exporting sutystems, sdmodules, components and spares to foreign OEMs
(Jayakumar, 2025).

3.4. Recent Policy Reforms and Gowment Initiatives to Enhance Domestic Defence Production
and Exports

A steady shift in Indiab6s policy stance, favourin
growth of Il ndi ads domesti c denkseTodhis emrpolidiesdelineating a n d
procedures concerning public procurement, indigenisation, offsets, technology innovation, and export promotion
have been either redrafted or substantially amended.

odn®d®m t NPOdzZNBYSYy (i wST2RIOSRAMNEDTFRY @5 STFOH OE&NSE Of§ fizh a |
Since t he first 6Def ence Procur ement Procedur ed

procurement policy has been revised periodically to support the development of the domestic DIB (Ministry of
Defence, 2020b). In DPEO6, a separate procurement procedure was introduceddavl tnékcatapory,
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which addressed the acquisition of defence equipment designed, developed, and produced in India, and was ai
at encouraging the Indian industrytodgvel® hi gh t echnol ogy compl ex syste

In DPP2013, thé pr ef err ed or dfrdefenfe procareneegt wasispeaified far thé first time,
with the highest priority accordeddtdB uy (I ndi an) 6 a n dcateagd@iesyandihe \bavdsteo ( | 1
0Buy ( @Vinstoyaof Defénce, 2013, p. 9). This edition of the DPP alsotstighkt if the preferred

order was not followed by the armed forces when seeking Acceptance of NecesBityh@approval of the

Defence Acquisition Council (DAC) for a capital acquiBitiardetailed justification would have to be provided.
Notably,93 per cent of the AoNs (by value) during FY -2@d18nd FY 20145 were accorded to these two
prioritised categories, compared to 47 per cent in the preceding three years (Behera, 2006, p.11).

DPP-2016 also introduced a new category of procuréméreo Bu y  (IDDMdindigemously Designed,
Developed, and Manufacturédijhich was accorded the highest priority for procurement, and also specified the
indigenous content (IC) requirements for the various procurement categories (Ministry of Defgnzet 2019

2). In addition, thé Ma KPmdedure was simplified and/ a-k @.e., Governmerfinded) projects became
eligible for funding up to 90 per cent of development costs, capped at INR 10 Crore (approximately USD 11.4
million) and disbursed in agded manner (Ministry of Defence, 2019b, p3)201

In 2020, the DPP was revised once again and the
2020. This is the current procurement procedure. However, it has undergone multiple arseraments
release and is due for a comprehensive review in 2025 (Ministry of Defence, 2028620 APdown the
procedure and guidelines to be followed for the procurement, acquisition, leasing, and design and developm
(D&D) of defenceitemsunderCa pi t al @migty of Defende,2028ad. It enhanced IC requirements

for the existing categories and introduced a new cdiegoBuy (AGMarbwafl a ¢t u rwmbichiwas | n d i
aimed at encouraging foreign vendors to manufacture via sabsidladia (Ministry of Defence, 2020b).

¢FrofS odm / 2YLI NR&2Y 2F LYRAISy2dza /2y iSyd oL/ 0 wSl dzA
YR d.dz2 |yR al 1 S&£01pandBAR82 2F (KS 5t t

(1) Buy(Indiant Indigenous Design Min 40per cent Min 50per cent
Development and Manufacture [IDDM]

(2)  Buy (Indian) Min 40per cent Indigenous design: Min 5fer
cent
Otherwise: Min 60%

(3) Buy and Make (Indian) Min 50per centof Make Min 50per centof Make

(4) Buy (Globat Manufacture in India) T Min 50per centof Buy plus
Make

(5) Buy (Global) T Min 30per centfor Indian
vendors

SourceMinistry of Defence, Government of India (Ministry of Defence, 2020b)

Additi onal categories of acquisition, such as t
Partnership Model 6 ( SPRORQ (Mnsgry af Dedehce, 2020anpp)|Airst,dheéd i n
OLeasingd cat egor ywedfarprodunerhentohobugh thedeasing of eqaipmerat &ntl systems
from both domestic and foreign vendors in order to avoid time delays and substantial outflows of capital (Ministr
of Defence, 2020a, p. 5). The énbldeghe gcquisiton af eqgDigme | o p
and systems developed by the DRDO and DPSUs, with then o f otranslating th
technol ogi cal c a(pMibniilsittryy ionft oDesfyesntceems 62020 a, p .
Partnership Mode, 6 whi ch was first noti fi e e020 and Waa gimed t1 7 ,
increasing the participation of the private sector in the production of key defence platforms and equipmen
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namely, aircraft, helicopters, submarines, and armahimies (Ministry of Defence, 2020a, p. 479). It
encouraged Indian defence entities, especially private sector players, to partner with foreign OEMs to receive
technology transfers, and acbasy st e m i bytestaplishang a domesiic amanufagusupply chain

involving a network of partners, vendors, and suppliers, including micro, small, and medium enterprises (MSMES
(Ministry of Defence, 2020a, p.-809. To avoid delays in procurement, the trials and evaluation process was
simplified throgh integrated singd¢age progressive trials (Ministry of Defence, 2020a, p. 380).

Another major reform in DAR020 was the revision of the offset clause, wherein the requirement for offsets in

0 a | -ihitio &ihgle Vendor Cases, including procurerhasési on IGA [integovernmental agreement)/FMS

[ forei gn warelreambvad (Minissnadf Refeidce, 2020a, p. 108). In addition, the offset threshold was
increased from the initial INR 300 crore (approximately USD 68.96 million [average catedrsi2f05: 1

USD = 43.5 INR]) stipulated in D05 to INR 2000 crore (approximately USD 269.18 million [average
conversion rate in 2020: 1 USD = 74.3 INR]) in 2820 (Ministry of Defence, 2020a, 108). Further, under

the IGA, ceproduction ofd e gnoent pr assemblies/salgsemblies/spares of equipment in service with the

Il ndi an Armed Forces O wa-substitutibnamientbkeilndid ar Jeobabdb/ spgi
for manuf act u(MiaigtriMd® Defeacp, 202@aspd 60). BinBIAR-2020 also addresses defence
shipbuilding and includes a detailed section on the acquisition of naval warships of indigenous design by the
Service Headquarters (SHQ) to be constructed by public or private Indian shipyards (Ministry of Defence, 2020a
p. 636). In 2022, DARP020 was amended to stipulate that imports of foreign defence equipment and platforms
should be undertaken as an exception and would require the approval of the DR&kshthant(Defence

Minister of India) (Ministry of Defee, 2022).

3.4.2 Reforms for Enhancing Indigenous Production and Defence Exports

As would be surmised from the foregoing paragraphs, a series of reforms and measures have been introduced |
the Government of India to spur indigenous defence produstimgse private sector participation, and boost
defence exports. The 0 Mak e 6-20p6randswhsequendy,streimlined overithe t r ¢
years, aims to facilitate the development of critical technologies by domestic entitiesf (Mifestce, 2025c¢).

It is divided i n4(Goverrmerd a1 na atde -t Gndustdykatkred Md k é -lll and 0O |
(Manufactured in India through Transfer of Technol
145 projectshddle en t aken up by 171 -lebntpirtoijeesc,4 $co nipdrh jsé khagls e
oMakkel 6 projects (Ministry of Defence, 2025¢c) .

With regard to the licensing regime, the number of items requiring an industrial license has beethreduced, wi
parts and components excluded in 2019, so as to invite greater investment in the sector. The validity of industrie
licenses was extended from three years to fifteen years, with an option for further extension up to eighteen year:
and over 700 licendesve been granted to 436 defence entities as of April 2025 (Ministry of Defence, 2025c).

I n August Re20anthéno$elati ves through Joint Acti o
(Ministry of Defence, 2025c¢). Since then,theGD®h not i fi ed five O0Positive | nc
the SRIJAN portal (Ministry of Defence, 2025c¢). These lists include items such as Line Replaceable Units (LRUs
assemblies, sglystems, spare parts and components, which are to be pbyctredDPSUs and Service
Headquarters (SHQs) solely from indigenous sources, in accordance with the provisions of the DAP 2020
(Ministry of Defence, 2022a). Additionally, five PILs have been notified by the Department of Military Affairs
(DMA). Thus far, wer 3,000 items have been successfully indigenised from among the 5,000 initially notified
(Ministry of Defence, 2025c). Notably, these include complex systems such as ammunition, radars, sensors, ar
weapon systems.

The Government of Indiahas alsoestabhed t wo oO0Def ence | ndustri al Cor
fi one in the Indian state of Uttar Pradesh (with nodes in Agra, Aligarh, Chitrakoot, Jhansi, Kanpur, and
Lucknow), and the other in the Indian state of Tamil Nadu (with nodes in Chaintzat&e, Hosur, Salem,
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and Tiruchirappalli). As of February 2025, investments of over INR 8,658 crore (approximately USD 988.
million) have been made, with 253 Memoranda of Understanding (MoUs) already signed (Ministry of Defenc
2025c). In additionhé FDI limit was raised from 26 per cent to 49 per cent under the automatic route in 2015
(Behera, 2016, p. 15). This included investments by foreign portfolio investors (FPIs) and foreign institutione
investors (FlIs). In 2020, the limit was furtheedais 74 per cent through the automatic route, and up to 100
per cent under the government route, with higher multipliers offered to encourage ToT and investment in defenc
production (Ministry of Defence, 2022c).

In addition to these reforms, the di@defence Production and Export Promotion POI&PEPP) of 2020
envisions the establishment of a Project Management Unit (PMU), with representation from the three Service
to facilitate the management of contracts (Department of Defence Productigm, @020also proposes the
formation of a Technology Assessment Cell (TAC) to evaluate the Technology Readiness Levels (TRLS) in t
Indian industry for the design, development, and production of major systems and platforms, and to provids
advisory inpufor the initiation of the AoN proposals (Department of Defence Production, 2020, p. 6). To
enhance the operational efficiency of the DPSUs, the policy mandateatioptiafiinventory management,
increased vendor outsourcing at all levels, adoptimatustry 4.0 technologies, upskilling of the workforce, and
improved projeetnanagement practices (Department of Defence Production, 20205)pp.oSsimplify testing

and quality assurance procedures, it allowspénigd certification in specific easand ensures that testing
infrastructure with public sector defence organisations is accessible to private industry on an equal ba
(Department of Defence Production, 2020, p. 16). For the promotion of exports, the Export Promotion Cell
(EPC), Defencéttachés (DAs), and major events such as Defence Expo and Aero India, are intended to be
|l everaged so as to endorse Indiabds defence manuf a
Production, 2020 pp. 178 ) . Moreover | tEhk@odOpdencGaseda (OGEL)
utilised to facilitate defence exports of selected items to specific friendly foreign countries (Department of Defenc
Production, 2020 pp. 18). Moreover, the process for obtaining the export authtasagen digitalised, and

the Standard Operating Procedure (SOP) for export
Chemicals, Organisms, Materials, Equipment, and Technologies (SCOMET) has been made available on the D
website (Minisyrof Defence, 2019a). In FY 2@} a total of 1,762 export authorisations were gfantéd2

per cent higher than in FY 2628 and the total number of defence exporters rose by 17.94 per cent during
the same period (Ministry of Defence, 2025a).

3.43 Reforms for Facilitating Innovation and Indigenous R&D

I n 2016, the MoD |l aunched the 6Technol ogy Devel oy
grantsin-aid of up to INR 10 crore (approximately USD 11.42 million) and mentoring suppmbartandustry

playergi particularly MSMESs, starnps, and research institutiéingo design and develop current or futuristic
defence technologies not presently available within the Indian defence industry (Ministry of Defence, 2023k
Subsequently, i®2L 8 , t h ®RakshdGysrsShaktn( MRGS) was | aunched to en
intellectual property rights (IPR) and to increase the number of indigenous IPRs filed by the Indian defenc
industry (Department of Defence Production,-ai.dThe sheme was preceded by the establishment of an
Intellectual Property Facilitation Cell (IPFC) under the supervision of the &tieggtareral of Quality
Assurance (DGQA), which was tasked with training nearly 10,000 personnel of DPSUs to suppanthe filing
management of IPRs (Ministry of Defence, 2018). As of July 2025, a total of 6,635 IPRs have been filed unc
MRGS, of which 3,129 were successfully granted (Department of Defence Production Database, 2025).

This was foll owedDebfye ntchee Tlesurnohgp dfnfrletoucture |
establishing six to eight Greenfield deféggténg infrastructure facilities, in collaboration with the private sector
(Ministry of Defence, 2021a). The scheme was designedup sestieg infrastructure across the country and

to reduce the testing expenditure incurred by smaller private firms. Of the total outlay of INR 400 crore
(approximately USD 45.69 million), 75 per cent was to be contributed by the governmernasdyreutid
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the remaining 25 per cent was to be raised through the creation of a Special Purpose Vehicles (SPVs) involvir
private Indian companies and state governments.

Thedlnnovations for Defence Excelle@¢®EX) initiative was launched in April 2018 withtitap of INR

498.78 crores (approximately USD 57 million) (Department of Defence ProductipnSpeahrheaded by the

Defence Innovation Organisation (DIO), it aimed to provide grants of up to INR 1.5 crore (approximately USD
171,000 laterincreasddo | NR 10 crore (approxi matelfiytodwdhiad 11. 4
300 Indian MSMEs and stagis. The initiative was supported by 20 partner incubators to facilitate the
development of innovative indigenous technologies which could bepdatetioption by the Indian defence
forces. The initiative is suppouped@halhrengdsd h@EeDIs:
00Open Challenged mechanism under the oO0OSupport for
Thei DEX scheme is supplemented by the O0Acing Deve
(ADITI) sub-scheme, which spans the period from-2d28 202586, and is aimed at innovation in critical and
strategic defence technologies, including satelitenunication applications, advanced cyber technology,
autonomous weapons, nuclear technologies, artificial intelligence (Al), and quantum technologies (Department o
Defence Production, nd). In comparison with iDEX, the ADITI scheme provides granip td INR 25

crore (approximately USD 2.9 million) or 50 per cent of the Project Development Budget (PDB), which could be
raised to INR 50 crore (approximately USD 5.8) or more. As of February 2025, 400 contracts had been signec
under iDEX, including 31rpcurement contracts collectively valued at nearly INR 1,567 crore (approximately
USD 178 million) have been signed with winners from various iDEX challenges (Ministry of Defence, 2025b).

The I ndian Navyds oO0ONaval | nmm& at NlolnO)andt dondi gasnip
promoting innovation. Its annual exhibittams e mi Swavlamlidad has facilitated t|
prototypes in air and surface surveillance, autonomous systems in surface, aerial, and underwater domains, #
and quantum technologies, and has fostered collaboration with MSMEs-aps stater iDEX (Ministry of

Defence, 2024a). Similarly, BAMARTHYAOI ni t i ati ve demonstrated I ndi abd
and defence manufacturing at the Aed@laxhibition in 2025 (Ministry of Defence, 2025c). It featured 33 major
successfully indigenised items developed by the DPSUs, DRDO, and the Indian Navy, along with successfu
projects under the iDEX initiative. These included the IndiarTidigperaturédlloy (IHTA), naval anship

missile (shomt ange) , RudraM |1 mi ssil e, and -diiveh &Rlyticaly st em
platforms, nexgjeneration surveillance systems, quasggare communication technologies, and cednatiee

measure . 0

344LYRAI Qa4 2y3A2Ay3 GNIXyairAdAaAz2y FTNRY Fy WEN¥a AYLRZNIG

While I ndiads defence industry made significant s
al so remained the w@NMetechdnsP.Dl Bjakig &asotge, Blussain, & Wereroan,tSer r,
2024). It is primarily over the last decade that India has simultaneously emerged as a global arms exporter. In F
202425, India registered defence exports worth USD 2.7 billion to around 8e@sowiitrithe government

targeting approximately USD 5.8 billion (INR 50,000 crore) in defence exports by 2029 (Ministry of Defence,
2025a). Over the past ten years, they have increased more tHaldthiging sharply from INR 686 crore
(approximatelySD 78.3 million) in FY 2043 to INR 23,622 crore (approximately USD 2.7 billion) in FY
202425 (Ministry of Defence, 2025c). In terms of decadal growth, India achieved cumulative defence exports
worth INR 88,319 crore (approximately USD 10.08 biltidhg 201424 period, marking a-2dld increase in
comparison to INR 4,312 crore (approximately USD 492 million) in the preceding decade;1¢e., 2004

Si multaneously, the countryo6s arms i mportis204ec!l i n
(World Bank, n.d.), with 65 per cent of the defence equipment now manufactured domestically (Ministry of
Defence, 2024b). In FY 2028, the domestic industry was awarded 177 defence contracts, which accounted for
92 per cent of the total numbdramntracts and 81 per cent of the total contract value (Ministry of Defence,
2025c). For FY 202%, nearly 75 per cent of the modernisation budget has been allocated for procurement
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through domestic sources, of which 25 per cent share has beenfalt@zafeisition through private enterprises
(Ministry of Defence, 2025e).

The Government o &tmanirbhebia a (felantqf unsdefende onmranufécturing through the
aforementioned policy reforms and schemes have played a pivot#hibeimevement. As a result of these
reforms, the private sector in India, in particular, has played a critical role in increasing defence exports. In F
202425, private enterprises accounted for nearly fpdr4®nbof total defence exports (MinistrfyDefence,

2025a). Key private industry players include Tata Advanced Systems Limited (TASL), Larsen & Toubro (L&
Limited, Kalyani Strategic Systems Limited (KSSLYMhdop Alpha Design Technologies Private Limited
(ADTPL), Mahindra Defence Systenmitad, and Economic Explosives Limited (EEL) (a part of the Solar
Group). They have exported not only-sytems and components but also complete weapon systems and
platforms (Philip, 2024). Notably, TASL has emerged as a subcontractor for promineati€EAMsAirbus,

Boeing, Lockheed Martin, and Dassault Aviation, supplying aerostructure assemblies, composiesiia@d aero
components (Tata Advanced Systems, n,d,). In October 2024, the Tata Aircraft Complex was inaugurated
Vadodara, India, to mafiacture 40 out of the 56295 aircraft in collaboration with Airbus (Ministry of Defence,
2025c).

Table 3.2 An lllustrative List of the Defence Items Exported by India

(D] MKU Limited; TASL Limited; SMPP Limited

@)

Bulletproof Jackets anidelmets

Armoured and Troop Mobility Vehicles TASL; Mahindra Defence Systems Limited; Bhar
Forge Limited; Ashok Leyland Limited; Force

Motors Limited

TASL; L&T Limited; Bharat Forigepnomic
Explosives Limited (EEL) (Solar Group)

3) Artillery

(4) Drones and Countedrone Systems ideaForge; TASL; Gurutvaa Systems Private
Limited; Asteria Aerospace Private Limited; Para

Defence and Space Technologies

®)

Radars and Sensors; Electronics and Elemttics;

Communication Systems; Surveillance Systems
Simulators

(6)
@)

Naval Platforms (Offshore Patrol Vessels; Fast

Bharat Electronics Limited (BEL); L&T Limited,;
Alpha Design Technologies Private Limited (AD1

Zen Technologies Limited

MDL; GRSE; Goa Shipyard Limited (GSL); L&T

Limited
HAL

AttackCraft; Interceptor Boats)

Aircraft [Light Combat Aircraft (LCA) Tejas;
Advanced Light Helicopter (ALH) Dhruv; Light
Combat Helicopter (LCH) Prachand, Dor228
matritime patrol aircraft; Chetak hebpters]

(8)

©)
(10)

BrahMos missile system BrahMos Aerospace

Lightweight torpedos; Akash SAM system and
Astra AAM system

Bharat Dynamics Limited (BDL)

SourceDepartment of Defence Production, Ministry of Defence, Government of (B#ipartment of Defence
Production,n.dO0 T ! dzG K2NR&a 5F Gl otk as

In FY 202324, the US, France, and Armenia emerged as the top destinations for Indian defence exports (Minist
of Defence, 2025c). The US impoigdiems, subystems, components, and special alloys from India, led by
Boeingds JV wifit Taa Boeieg Ag@raspaae Ligited (TBARhilip, 2024)rance primarily
imported software and electronic equipment (Bhaswar, 2024). Armenia, on the other hand, imported finishe
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platforms and weapon systems, including the Advanced Towed Artillery Gun Syst@@s4nd the MArG

155 mm artillery systems from KSSL (ET Manufacturing, 2025), as welPiaakiftdulti-Barrel Rocket
Launcher (MBRL) System supplied by L&T, TASL, and EEL (Pubby, 2022). In 2022, L&T delivered five High
speed Patrol Boats to Vietnavhir(istry of Defence, 2022d), and BrahMos Aerospace signed a USD 375 million
deal with the Philippines for supplying three batteries of tshigntruise missiles (Reuters, 2022), signalling a
growing engagement with Southeast Asian defence marketechtuhg, in 2024, TASL secured a contract to
supply 150 units of the Wheeled Armoured Platform (WhAP) 8x8, jointly developed with DRDO, to the Royal
Moroc@anArmy (Kunde, 2025).

odp LYRAFQ&a W' Ol 9Fraid t2tA08Q FYR 5STFSyO0S LYyRi

0 Pp dm tlagdreiObjeztives{in Southeast Asia

Il ndi ads OAct East Policy,® | aunchednnaeact2i0Mi4t, y ,haco!
c u | t(Mimserybof External Affairs, n.d.) to include defence industry and maritime securityaoageiayi

el ements of the diplomatic-Pagehdad &as 1 nhdi atembe

6 ASEAN centrality® emer ged -Pacffic visiangMirastry of Bxternahpdfairea, p i |

2018b). To support thisrteality in strategit rather than merely geograghiterms, ensuring regional stability

and promoting maritime security have become criti

immediate security interests in the Andaman S&attheai t o f Mal acc a, and the co
also for securing its trade interests as well as International Shipping Lanes (ISLs) traversing through the Sout
China Sea and various chokepoints in the region.

As 1 ndi ads ¢emdnufgcrinng angd expbe ¢apanity expanded in the past decade, it began seeking
partners for arms exports, and Southeast Asia eme
defence budgets and the need for modernisation, the reflatdabdity and quality of Indian defence platforms

and equipment is arguably the driver of the rising demand for them (Atri, 2025). As emerging economies,
Southeast Asian nations also possess the purchasing power to invest in advanced platformsrarsdigguipm

as LCA Tejas and BrahMos cruise missiles. Exporting such platforms is essential for India to meet its defenc
export target of approximately USD 5.8 billion (INR 50,000 crores) by 2029 (Ministry of Defence, 2025a). In
addition to strengtheninggienal security through defence exports, India seeks to improve its strategic posture
in Southeast Asia. Moreover, fostering shared defence capacities in the neighbourhood would not only lead tc
enhanced interoperability but also significantly reducaititemance and repair timelines.

3.5.2 Potential Areas of Cooperation with Indonesia

As maritime neighbours with extensive coastlines, India and Indonesia have long recognised the criticality of
bilateral cooperation in ensuring holistic maritimeityetuthe region. The formal agreement on Defence
Cooperation was first signed in 2001 and renewed in 2006 (Embassy of India, Jakarta, Indonesia. n.d.). With th
signing of the MoU on Defence Cooperation and the elevation of bilateral ties to a Csingpi®inategic
Partnership in 2018, defence cooperation received a boost (Ministry of External Affairs, 2018a). The India
Indonesia Coordinated Patrol (INRDO CORPAT) has been conducted regularly since 2002, and the bilateral
maritime Exercise SAMUDRA B8HKTI has been held since 2018 (Embassy of India, Jakarta, Indonesia. n.d.),
demonstrating the growing maturity of the maritime security partnership. A notable example of this cooperation
was the I ndian Navyods sear cleep&ubdergenrcesRescee VEsSeA(RJRV)a s s
when the | ndonesi aNangdhamas refosged miasmgnm2021 (Ministy RfIDefence, 2021b).

More recently, during Indonesian President ®%rabow
Indialndonesia Joint Defence Cooperation Committee (JDCC) meeting in May 2024, maritime security and
defence industry <cooperation emerged as priority

Cooperationd6, 20249ns Bafi |tdh en gJ GC-hdotelsiaDefemcelmigstiy al 0
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ExhibitonrcumSe mi nar 6 was organised by the Embassy of |
Jakarta, Indonesia, 2024).

I n terms of l ndonesi sndss,ddfhen coePriersd usetnrtii all rReeqguiil |
of State Defence20200 246 outl i nes ten priority programmes a
industry, which include radars, fighter aircraft, submarines, UAVs, guided anibsilederwater surveillance
technologies (Caroline & Priamarizki, 2024). India has offered a wide range of platforms and systems, such as
BrahMos cruise missile system, fighter aircraft, munitions and shells, advanced electronics, and n&val platform
Indonesia, and seeks to increase defence exports in this direction (Siddiqui, 2024). In the past, Munitions In
Limited (MIL), formerly under the Ordnance Factory Board and now a DPSU, has exported ammunition to
Indonesia (Department of Defence Puiitun, n.dc). In 2022, L&T secured a contract to supply two units of

the Teevrd0 mm naval gun to the Indonesian Navy, to be manufactured in Indonesia in collaboration with the
private defence firm PT BTI Indo Tekno (BTl Defence, 2022).

Overtheyears, ndonesi ads defence industry has benefitte
the joint production of advanced military platforms, includingNkHg85aircraft (produced by PT Dirgantara
Indonesia and CASA, SpaBllGMAClasswarshipshdonesi ads PT PAL and the L
and theHarimaume di um tank (I ndonesiads PT Pindad and FN
(Hakim, 2025). As both India and Indonesia aim to achieve greegtase# in defence prodoctj they could

pursue the models of joint production through technology transfigyelopment of technology, licensed
production, along with exports of platforms and equipment, for a mutually beneficial defence industrial
partnership. Leveraging theecoompetencies of the Indian defence industry, the two industries should aim to
collaborate on naval shipbuilding, electronics and electronic warfare (EW) systems, radars and sensors, unmar
systems (UAVs and UUVs), missiles, air defence systemsll#edectinology. Reportedly, prominent Indian
shipbuilding firms such as MDL were seeking to partner with PT PAL in the manufacg&rorgéitass
submarines, considering their requisite expertise in buildadyailass $corpgrmbmarinefor the Indian

Navy in the past (Kunde, 2024).

odpdo LYRAFQa LYRAISYyAaldAzy FyR 583FSy0S 9ELRNI {

In its journey towards indigenisation, India has strategically utilised the transfer of technology (ToT) model t
develop donstic supply chains and build corresponding expertise in the production of advanced military
platforms and equipment. Beginning in the 1960s, ToT was largely confined to the licensed production of Sovi
aircraft such as the MiZA and MiG27 and aito-air missiles (KL3),alongside Frenebrigin helicopters such

as the Alouette Il (Chetak) and the Aerospatiale LAMA SA 315 B (Cheetah), produced by HAL (Hindustan
Aeronautics Limited, n-H; Hindustan Aeronautics Limited, +aj.India also assembled Sawiain battle tanks

such as the-T2 and 190 Bhishma at the Heavy Vehicles Factory in Avadi which is now a part of Armoured
Vehicles Nigam Limited (AVNL) (Katoch, 2024).

A major milestone was the signing of th8BMKI deal with the Russian Federation in 1996, which included
phased ToT and local assembly by HAL. Similarly, the acquisition of the Bofors 155tBriiBWitzers from

Sweden in 1987 led to the developmethiedhanusb55mm artillery gun, led by the erstwhile Ordnance Factory
Board (OFB) (Chand, 2020) . Recent successful col |
DRDO and Russiands NPO Mashi ng,the8MBlySanthntantry GoBbata h Mo s
Vehicle (1 CV) (I ndiabds Ordnance Factory Medak, no
the R75Scorpéseu b mar i nes (I ndi ads MDL and Franceds Naval

For many of these platforms and equipment, haiagradually transitioned from importing fully assembled
platforms and equipment to assembling-Beotked Down (SKD) and Completely Knocked Down (CKD)

kits, and eventually, to licensed production. Over time, the use of indigenous content ofoimesdata#iso

i ncreased. Unde&r ctanegboWMake which promotes manuf ac
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OEMs, a minimum of 60% indigenous content (IC) is mandated (Ministry of Defence, 2025c). However, access
to core technical knowledge tigatarly for critical components such as engines and radar systems, has remained
a challenge. In the case of theB3@WMKI deal, for instance, Russia provided limited ToT and withheld key
technical i nformati on r e g aeabdingrnegtricted to intagratiag CKD &d 3KDo | o ¢
kits3Q oMkl 6Mi st aked: |l essons | earnedo, 2025) . O
assembled in India was much higher than directly importing it from Russia and the indigamcarsconted

to only 13per cenby value.

In contrast, BrahMos Aerospace, set up as a JV between India and Russia in 1998, with a shareholding ratio
50.5 per cent (India) to 49.5 per cent (Russia), exemplifies the benefits of deep technatatync(Blediov os
Aerospace, n-@d). The project has come to be regarded as a symbol of India's emerging domestic defence
industrial base, having substantially improvetebkaifce in critical defence technologies while simultaneously
boosting exports. ntia how manufactures around (#§ cento f BrahMos missile sys
indigenously, and aims to achievep@#d@entndigenisation (Atri, 2024). The JV has also enabled private industry
players in India to benefit from technology transfersngt@ance, Solar Group, a leading private defence firm,
began supplying indigenous booster systems to BrahMos Aerospace in 2022, after it received relevant technologi
from Russia in 2018 (Arya, 2025). Moreover, feveigrplatforms procured for the liath armed forces now

feature significant indigenous content. NotablyTiNS&jlthe latesTalwaClass frigate, which was built at the

Yantar Shipyard in Russia and commissioned into the Indian Navy in December 2024, incorporafee nearly 25
centindian components, including weapon systems, sensors, and communication systems (Shankar, 2025).

3.6 Conclusion

I ndi ads experience in progressively building an i
the latter seeks to strengthisnown domestic defence manufacturing capacities and capabilities. The lessons
from Indiads trajectory underscore the criticalit
support, and the development of a dynamic industrial ecoslyat supports both the dominant DPSUs and a
growing private sector . | ndifaénsomuassimgeprodueementyFDt, andt e s
support for domestic R&R can effectively reduce dependence on foreign arms imports while sinsljtaneo
enhancing export potential. For both India and Indonesia, enhancing defence industrial and technological
collaboration presents a strategic opportunity in times of growing geopolitical uncertainty and evolving strategic
dynamics, which increasinglye#iten national security priorities. Therefore, a resilient bilktiEnate
partnership rooted in joint production-dmvelopment, and technology transfer could serve theeidong

strategic interests of both countries. Such collaboration would rezha@myge their respective goals of strategic
autonomy but also contribute to an improved regional security environment in-Brelificlo
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4.1 India and Indonesia Strategic Security Needs: How it Affects the Defence Industry

India and Indonesia share a notabstélarity in their foreign policy orientatidrimth have historically avoided

formal military alliances with major powers, instead pursuing a strategic autonomy that enables flexibility
navigating great powerakconipa(tdoifercecboen vebhdobdboesi gas pl
the early years of its independence, emphasizes active engagement in international affairs while avoid
entanglement in binding alliances (Sabir, 1987; FGD Participant 1, personal communication, 25)March 20
Similarly, India played a pivotal role in the formation of theANgmed Movement (NAM) in 1961 (Gupta,

1987; Upadhyaya, 1987), which sought to maintain independence from Cold War power blocs. In the prese
geopolitical landscape, this traditiomarfralignment has evolved into a pragmatic {aligiment strategy,
allowing both countries to maintain constructive relations with suppliers from the East and the West (Bandonc
Bastari and Suharyo, 2021).

Both I ndonesia and | nadrallg @re dirdceed te becable tp address thedr mespedtive
strategic challenges. For Indonesia, its strategic needs are shaped by both domestic and external sec
challenges. Domestically, the government continues to addietaisity separatiinsurgency in Papua, which
requires persistent counterinsurgency, intelligence, and stabilization measures (Lowy Institute, 2021). Externz
rising tensions in the South China Sea (SCS) present a latent threat. Although Indonedi@inwatrste,

its North Natuna Sea-DagsérilLameowici ai @i nadAdy @&Nicraé¢
spill over effects, compromising | ndiaespesialyagiventiiee r r i
strategic importance of its Aratlggic Sea Lanes (ASL) to global shipping routes (Kusumasomantri, 2018).
Indonesia has tried to adapt to the contemporary geopolitical challenges by announcing Perisai Trisula Nusant
(TPN), a strategy that combinessénivice military operations (Witgaand Maulana, 2025). This strategy will
require capacity building, supporting infrastructure, and adequate technologies to be implemented in Indonesi

Il ndi ads strategic imperatives, by «c¢ont rloagstandingar e
rivalry with Pakistan, coupled with an unresolved territorial dispute over Jammu and Kashmir, remains a persist
flashpoint. Furthermore, the protracted border dispute with China along the Line of Actual Control (LAC) has
intensified, culmating in repeated confrontations and an armed clash in 2025 (Bahera, 2021; Tran, 2023). The
security concerns are compounded by broader strategic competition with China, not only-Ratiéidriud

also in third regions such as Africa and thernnQOieean. To safeguard its strategic autonomy, the Modi
administration has pursued an O0OAct East Policy, 6
part of a broader effort to counterbald®Nwaee202).i nad

Security challenges of Indonesia and India have driven both countries to procure arms and develop their defer
industries to adhere to their needs.
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Over the past decade, I ndi ads def enc wvoflagsdippelicyr y h a
frameworks: Make in India and Atmanirbhar Bharat Abhiyan. These initiatives have targeted the dual goals of
reducing dependence on imports and expanding the

ecosystem now integga Defence Public Sector Undertakings (DPSUSs), an extensive private vendor network,
and a growing number of joint ventures with foreign OEMs. As of 2025, the Ministry of Defence lists at least 408
active defence production facilities, distributed at@oDBSUs, 322 private enterprises, 14 joint ventures, and

4 foreign subsidiaries, with a combined workforce exceeding 160,000 personnel (India Ministry of Defence, 2023
Il ndia Ministry of Defence, 2024) . spacd eavabshighaildingh o f
missile systems, radar and sensor manufacturing, propulsion technologies, and complex systems integration (FG
participant 2, personal communication, 25 March 2025). This structure provides India the economies of scale
multr-domain production capability, and institutional experience to undertakertontargescale defence
programs.

India has produced flagship products that are heavily influenced by its domestic and regional strategic need:
Currently its defence industry heet around #35% of the domestic arms needs and has successfully exported
to other states (FGD patrticipant 2, personal communication, 25 March 2025).

¢F-ofS ndm LYRAFQa Cfl 3AKALI 5S5FSyO0S t NBR

Aircraft Carrier (INSikrent) Cochin Shipyard Power projection, developing a
blue-water navy capability

Nuclear Powered Submarines Shipbuilding Centre (SBC), DRDC Power projection, deterrence,

(Arihant, Arighat, Aridhaman) andDepartment of Atomic Energy maintaining regional stability,

(DAE) developing bluenater navy

capability

Missiles (BrahMos, Akash, Astra, BrahMos Aerospace (joint Deterrence, force multiplier for

Nag) development with NPO military capabilities

Mashinostroyeniya), DRDO, Bharz
Dynamics Limited

Light combat aircraft (Tejas) Hindustan Aeronautics Limited,  Airpolicing, close air support, and
Dornier GmbH (transformed into  reconnaissance
DASA Dornier, Fairchillornier)

Utility aircraft (Dornier D&288) Hindustan Aeronautics Limited, Military functions (cargo, disaster
FairchildDornier relief, humanitarian aid, logistics)

Light Utility Helicopter HindustanAeronautics Limited Reconnaissance, combat, and
humanitarian operations

Main battle tank (Arjun) DRDO Main offensive weapon in land
warfare

Multi-barrel rocket launcher DRDO Fire support, land to land strike

system (Pinaka) capability

Advanced Towed Alltery Gun + NA2dza O2 YLJ yA Mobilewarfare support, deep

System (ATAS technology) strike capability, versatility of
deployment

Advanced heavyweighttorpedo . K N} G 5@yl YA Oa Deterrence, undersedominance,

(Varunastra) technology) enhancing reattack capability,

enhancing strike precision

Source: Processed from Various Sources
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By

contrast, l ndonesi
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ads

def ence

i ndustry

has a

archipelagic geography, regional sea@eds, and the Minimum Essential Force (MEF) doctrine. According to
the KKIP database, Indonesia counts 275 active defence companies, with 91% privately ownedireb state
enterprises (SOESs), and the remainder joint ventures or foreign sulit&liartemesia, 2024). The sector has

a distinctive composition: a significant proportion of firms operate in 'indirect-usedsegmeritssuch as

textiles, simulation and training, ICT, and medical equipment | e

6directo

weapon

account for approximately ongearter of the total (1SI, 2024; Perwita, 2021). In 2024, 28%eoVize major

defence equipment was locally produced (SIPRI, 2024; ISI Indonesia, 2024). The shipbuilding sector is the m
mature, with 31 shipyards operatiationwide, led by PT PAL Indonesia, which has delivered Landing Platform
Docks (LPDs) and surface combatants both for domestic use and export markets (e.g., the Philippines and UA
(Suryohadiprojo, 2007; Laksmana, 2016; ISI Indonesia, 2024).

Aiming toreduce its reliance on imports for critical-kiggh subsysteffissuch as propulsion, advanced sensors,
and combat management systepresently Indonesia is establishing eleven strategic projects in the defence
industry to create flagship products (Indondsiestry of Defence, 2024), both domestically and through joint
production with partner states.

‘ Product

¢l oftS

ndoH LYR2YyS&AlLl

Producers

Qa

Strategic Purposes

Electric Diesel Submarine PT. PAL, Daewoo Shipbuilding, and N¢ Power projection, sea denial, sea

(Nagapasa Class, later
Scorpene Class)
Fighter Jet (KFX/KIX)

Propellant

Guided Missile

Rocket

Radar

Medium Tank (Harimau
Tank)

Unmanned Automated
Vehicles

Military Satellites

Underwater Sensing

Group

PT. DI, Korea Aerospace Industries

PT. DAHANA, PRINDAD

PT DI, PT LEN, PT Mulatama, PT
Infoglobal, PT Dahana, PT Aero Terra,
and PT Pindad

PT Pindad, PDahana, and PT DI

PT LENhdustri, PT RTI, PT Infoglobal
Teknologi Semesta, PT LAPI ITB, and
Panorama Graha Teknologi

PT. PINDAD, FNSS

t¢cd 5L O06AGK . wLb
t¢d [ 9b O06AGK . wLl
PT. LEN

Source: Indonesia Ministry of Defence, 2024

control, and strike

Power projection, deterrent air
superiority

Ensuring the sustainability of supply
chain of small calibre munitions

Main component of modern weapon
systems, striking power of various
weapon platbrms (fighter aircratft,
warships, and submarines)

Strike capability, both in land and sea
warfare. Nommilitary purposes such a
meteorology and aerospace.

Supporting CONOPS, Surveillance,
Maintaining air superiority and
territorial control

Utilising archipelagic geographical
landscape for land defeeq(in line
with Trisula Nusantara programme)

Modernising surveillance, intelligence
counterinsurgency, territorial control

Intelligence, navigation, military
communication, deterrence

Maritime defence, nommilitary use
(research and industry)

{GN)YG§S3IA0O 5SFSyO0S
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4.2 Diversifying Defence Partnerships Beyohahditional Western Suppliers

From a defence industry perspective, I ndia and | ni
diversification of arms suppliers, technology sources, and industrial partnerships. In the context of Indonesia,
diversification reduces vulnerabilities that might arise from embargoes or political conditionalities often attached
to defence exports fromegt powers (Saptohutomo, 2023; Swastanto, personal communication, 28 April 2025).
For India, its arms procurement follows a pragmatic approach. Limited support from the US and UK, which
prioritized Pakistan, pushed India toward the Soviet Union afé§dtdefeat to China. As a result, much of its
arsenal remains rooted in Segrettechnology (Kokhar, 2020).

Figure 4.1. Indonesia and India Arms Diversifications 2024

Lb5hbo{L!Q{ ! wa{ 5L+Oow5LLALY{!l ¢ Lwhab{ 5L +

M United States M Soviet/Russia M United Kingdom M Russia MFrance M United States W Indigenous M Others

W France M Indigenous W Others

Source: IISS Military Balance

Il ndi ads hi st or-origin plagolnm8 ante exceaaling 8804 of gsimajor combat systems fleet in
the late Cold War peridvas the prduct of geopolitical alignment and Western technology denial during the
196081980s. This dependence covered critical domains such as fighter airegdft NB=29, StBOMKI),
armoured vehicles-6Eries tanks), and submarine fleets-¢kiks) (Per2019; Tellis, 2022; SIPRI, 2024; SIPRI,
2025). Over the past two decades, India has gradually diversified its procurement, widhigRusgsigorts
falling to around 36% of total arms imports by 2025. This shift has been driven by a combinatisn of facto

1 The opening of Western technology channels following tBnti&Civil Nuclear Agreement (2008);

T I'ndiads pursuit of Makedhing@@ nous production under

9 Diversification into Israeli, French, and U.S. platforms (e.g., RataleGlGbemasterApache

helicopters, Bardgkair defence systems); and
i The integration of domestic platforms like the Tejas Light Combat Aircraft into frontline service.

However, diversification in supplier nationality has not eliminated the underlying problem ofyteohirolog
vulnerabilities. In many cases,ighl ue systems acquired from Western
box6 subsyst e md whefhdr a mear psouelsing mdd@denalectronic warfare suite, or engine
componerii can be subjetd export licensing, conditional argkr agreements, or outright denial. Examples
include the UKO3s -Bakefajestian seats for Tejaswvariants enterded fot Argentina (due to
Londonds dispute with BueaashandWS$. restrictionswreactive efearonfealy k |
scanned array (AESA) radar modules and advanced electronic countermeasure pods for certain Indiar
programmes ( Meht a, 2017 ; Tel l i s, 2020; T eels haves |, 20
diversified geographically, its supply chain remains exposed to functional chokepoints controlled by a limited se
of advanced technology holders.
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Indonesia has faced even more acute vulnerability. TB2AE®PY.S. arms embargo, imposed in resdon
alleged human rights violations in East Timor, disrupted operations across multiple Indonesian Air Force
squadrons equipped with Wo8gin aircraft such as thelb. The embargo halted the supply of spare parts,
technical manuals, and factoeytfied maintenance support (Anwar, 2003; Suryohadiprojo, 2007; Sukma, 2011,
Laksmana, 2016). The knackeffects were severe:

1 Operational readiness for certain fighter units dropped below 50%;

1 Aircrew training pipelines slowed, as operational jets wabaliseuh for parts; and

1 Force modernisation plans were postponed or reoriented toward suppliers less likely to apply condition:

embargoes (notably Russia and South Korea).

This episode entrenched a structural caution in Indonesian procurement peEcgidaaigquisitions from any
single source would be balanced with secondary supply lines, and contracts with major suppliers would priorit
technology transfer, g@ooduction rights, and local assembly to createcanritry sustainment base.

Both case highlight thatliversificationthis context cannot be reduced to increasing the number of foreign
vendors. It is not sufficient to buy a Rafale alongsid&@ Suto introduce a Korean submarine next to a
German one, if each still depends on ari@tapy control module from a single, sangirone source. True
strategic diversification requires engineering out-giigiedependencies, especially in subsystems whose
absence can render an entire platform inoperable. This entails:

T Il'denti f yibngvud hieerabi |l i ties at the component a

propulsion control units, seekers);
1 Building redundancy through multiple qualified suppliers or domestic replication; and
1 Negotiating ugront access to source codes, dafihis, and interface documentation.

From a strategic studies perspective, this aligns with the concept of supply chain resilience in military capabi
development, where the objective is to design force structures that can withstand politicalpecondiuic,

induced disruption in any one supplier relationship. For both India and Indonesia, cooperation offers ar
opportunity to move from reactive hed@irsgrambling for alternative parts after a disruptiorproactive
insulation, embedding resilietiic the design and production phases of future joint systems.

Table 4.3 Strategic Diversification Risk and Mitigation

Vulnerability lllustrative Case Joint Mitigation Pathway
Western export UK block on Tejas ejectiot Integration delays, Joint R&D for embargeesilient
controls seats; U.Sadar/EW certification risks components; licensing from

restrictions neutral third countries
Political embargo U.S. embargo on Indonesi Fleet availability drop, Dualproduction lines; mirrored
(199%;2005) operational gaps MRO capacity in both countries
Overdependence on Sukhoi fleet (Indonesia); = Sanctions exposure under Incremental retrofitting with
Russian tech legacy Indian dependence CAATSA,; spares bottlenec Indian/third-country
subsystems
Singlesupplier Limited submarine engine Cost escalation; delivery | Joint procurement and pooled
leverage suppliers slippage vendor qualification
Lack of regional Concentrated assembly  Disruption from disasters = Distributed finalassembly and
redundancy or politics testing
Blackbox tech No source code for key Upgrade and Joint design authority with
systems interoperability limits shared IP clauses

Source: ISI Internal Analysis
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To operationalise diversification, both countries could adopt a set of coordinated iFiesisueEetablish a
SanctionfResilient Component List, a jointly managed catalogue identifyirigkhsginsystems that require
immediate localisation or alteiveasourcingSecond implement Sphsite Production to ensure that no single
jurisdiction controls all stages of manufacturing. This means tooling, quality assurance, and intellectual propert
are mirrored in both India and Indoneskird, develop Exp-Ready Joint Variants by pairing proven Indian
subsystems with Indonesian platforms, tailored for ASEAN and Indian Ocean Region destothepsirsue
Il ntegrated Financing and Offsets, c o mbitynto abgorbl ndi a
offsets as a unified maregttry strateg¥ifth, agree on a Governance Architecture witdgfiaed intellectual
property and interface standards, minimising the risk of downstream integratiorFilisplyteonduct regular
ScenarioPleni ng t o test resilience against potenti al d
scenario, for instance, can be in forms of:
1 Western subsystem embargo: Shift to an hdéisigned suite on an Indonediaitt hull; regional trials
to oeed acceptance.
1 Russian supply disruption: Retrofit with locally produced ecthindry parts; surge MRO in Indonesia.
1 Assembly site disruption: Activate mirrored production in partner country; maintain operational
continuity.

4.3 Complementary Strengtda 2F LYR2ySaAl YR LYRAIFIQ& 5S¥FSyQ

The bilateral defendedustrial cooperation between India and Indonesia can be underlined by a distinct pattern
of strategic complementarity. This complementarity derives from the asymmetry of theie redpstiiai
strengths, whic¢hrather than creating competifionpens avenues for mutually reinforcing collaboration. The
strategic complementarity between the two countri e
1 India: depth in subsystem gugtion (radars, seekers, avionics, propulsion), missile design and
manufacturing, complex systems integration, extensive MRO networkscal@rgedustrial
organisation, and an established export credit infrastructure.

1 Indonesia: hull andirframe manufacturing, amphibious and littoral platform expertise, distributed
small/mediurmscale manufacturing, proven offset angbroduction record, and ASEAbased
operational legitimacy.

Table 4.4 Capability Mapping by Domain

Missiles & Air Akash SAM family, Platform integration, Integrate Indian missile

Defence BrahMos cruise missile coastal defence CONOPS systems orindonesiarbuilt
(exportproven), high naval and coastal platforms fo
indigenisation rate ASEAN markets

Aerospace HAL aircraft (Tejas, Dhruv, PTDI Cheries transport Codevelop light/medium
LCH), strong private tier  aircraft, MRO and transport or maritime patrol
2/3 suppliers sustainment for regional variants with shared

fleets production

Naval MDL and private yards for PT PAL LPDs and frigates, Joint export of Indonesian hull:
complex warships, combat proven export record fitted with Indian combat
system integration systems andensors

Land Systems Advanced electronics, Armoured vehicle families = Jointly develop upgrade kits
optics, FCS, weapon (Anoa, Komodo, Harimau), (RCWS, countddAS) for
stations munitions regional customers

Source: ISI Internal Analysis
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This asymmetry means cooperation can be genuinely mutually reinforcing rather than competitive, enabling c
development and gpr oducti on model s t hat -tdchnalegy sulpsystéms camda 6 s
I ndon e s imdabricatignlarad trefianal positioning.

I ndi ads use of industrial of fsets has been systerl
lines, and subsystem manufacturing, particularly in aircraft, missiles, and propulsion (Melite,|I20EnR). T
approach linking highvalue technology transfer to large procurement brdéfess a template for joint India

I ndonesia acquisitions that simultaneously feed b
to Southeast Asia, Wda, and Latin America, supported by EXIM Bank financing (e.g., USD 300m credit to
Vietnam) and marketing of higfldigenougontent systems (India Ministry of Defence, 2024).

I ndonesi ads ASEAN member shi p and ddcteanzed at regionablfufers r
wary of gregpower entanglements. Additionally, Indonesia has demonstrated the ability to evolve transferrec

technology into exportable product s, as seen in
platforms (I8 , 2024) . This creates a natur al 6l earning
production for export markets. Bot hbeloasktifanrt ¢ i les diean

multialignment doctrine align in their shared t diversify defence partnerships and reduce strategic
dependence (Sukma, 2011).

4.4 Decisive Factors for Defence Industry Cooperation

4.4.1 Industrial and Technological Factors

Both Indonesia and India share an aspiration to achieve gedfaidiance in defence production while
maintaining operational effectiveness and strategic autonomy. These factors encompass 1) product quality -
performance; 2) comprehensive and sustainable offset; 3) the provisionsafesfteervices through
Maintenance, Repair, and Overhaul (MRO) partnerships.

First, the product quality and performance. l ndone
operational effectiveness, adaptability to tropical maritime conditions, and ease of integeatistngnto
platforms (FGD Participant 3, personal communication, 25 March 2025). This aligns with its MEF program,
which emphasizes domestic capabilitiling and defence industrial modernization. For instance, Indonesia
selected the Martadinatass frigte$i built under a transtef-technology (ToT) agreement with the
Netherlanddased Damen Schdaid® ensure modular construction at PT PAL in Surabaya, reflecting both
adaptability and ease of integration.

India, on the other hand, placed quality of tleelyrt and interoperability as the priority for its defence
procurement (Kumar, personal communication, 8 May 2025). This is reflected in initiatives such as the Integrat
Capability Development Plan (ICDP), which aligns procurement decisions withnapeeatiirements by
prioritizing indigenous systems like the Akash and BrahMos missile families, as well as networked surveillar
platforms such as the Akashteer systermder scor i ng | n dreliaméesandtinee@perallityo g i
focus (Indian ess and Information Bureau, 2022).

Ultimately, decisions on defence acquisitions ultimately hinge on assured quality, adherence to national &
international standards, and legn operational reliabifityfactors that could serve as a foundation for
potential collaborative procurement or industrial partnerships.

Second Il ndi ads Defence Offset Policy is designed f
domestic industrial growth by mandating that overseas vendors reinvest a propioetiocoofract value in
I ndia. Applicable to o0Buy (Global)dé and o0Buy and
exceeding INR 300 crore, the policy requires foreign suppliers to invest 30% of the cofitracthefioeeign
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exchange ecoponent i n 0 Bu§ inta thed Indislra deferce seéotoa Mendors can meet offset
obligations through several aspects, including 1) Foreign Direct Investment (FDI), 2) joint ventures, 3) technology
transfer, and direct investments in Indian defemspanies.

In ToT, specifically, Defence Research and Development Organisation (DRDO) playing a central role.
Domestically, DRDO has actively facilitated the transfer of defence technologies to local industries in order to
expand the manufacturing base metilice dependence on imports. For example, the Vehicle Research and
Development Establishment (VRDE) has transferred technologies for nine defendg isgtieiing the

CBRN Recce Vehicle, Mounted Gun System, andl émtirist Vehiclg to ten Indian firmsln 2024 alone,

DRDO signed over 2,000 technology transfer agreements and issued 200 production licenses (Times of India
2024). These efforts extend into critical and strategic domains such as satellite communication, artificial
intelligence (Al), and quam technology, supported by schemes like Innovations for Defence Excellence
(iDEX). Internationally, India has pursued collaborative technology transfer projects, notably with France on the
development of an engine for the Advanced Medium Combat Autkrait which reportedly includes the
potential for 100% technology transfer (The Strategist, 2024).

For Indonesia, offset also becomes one of the prerequisites for major defence aajaisitiaitth counter

trade and domestic component i@vih the gal of enhancing local manufacturing capacity in Indonesia (J. P

Ate, 2025). Offset mechanisms in Indonesia have taken three main forms: 1) license procurement, 2) co
production, and 3) edevelopment (Muradi, 2008; FGD participant 3, personal communiatiterch 2025).

The implementation of defence offset mechanisms for the procurement of military equipment in Indonesia dates
back to the early 1960s, although it became more effectively applied ri#1@snichen IPTN, PT PAL, and

PT Pindad began dslighing cooperation with foreign arms manufacturers and strategic industries that
encompassed a diverse range of defence and strategic products, including light weapons, rockets, helicopters, f
attack craft, corvettes, and aircraft (Muradi, 2008).

Inr ecent practice, of fset in I ndonesia is Boeingi
particularly in technology and education, as part of the offset arrangement for the procuremdritof 24 F
fighter aircraft (Marison, 2025). In jointduration initiatives, Indonesia has partnered with foreign defence firms,
such as Daewoo International, tepecoduce defence equipment. Licensing arrangements have also played a role
in capability building, as detoeRFNE assalt rided fromyFabfglie Pi n
Nationale Herstal (FNH) of Belgium. Furthermore, PT Pindad has engaged in joint development projects,
including the P1 and P2 pistols, in collaboration

However, the practice of defence offseti n | ndonesi a has yet to compreh
armament needs due to several constraints, including the readiness of human resources, budgetary limitations, &
the availability of essential materials such as steel and other sa@ffgatitmechanisms have not been fully
capable of supporting the nationf6s critical def en
acquired through offsets often do not correspond to the most urgent operational needs, suchrasafighter ai
frigates, or tanks. Consequently, defence offset practices in Indonesia have largely remained supplementary
nature, serving as partial support rather than as the mainstay of defence procurement (Muradi 2008).

Third, sustaining defence platfotim®ughout their operational life cycle constitutes a decisive factor in shaping
defence industry cooperation between Indonesia and India. For both countyess Keppoii including
maintenance, repair, and overhaul (MiR®)s strategically sigmifit as initial acquisition, particularly within

the broader framework of their respective arms diversification strategies. MRO for diversified fleets presents
i nherent complexity, involving the i ndfiatgroperabilitpy n o f

i ssues that extend across naval, air, and | and p
developmental phase, with gradual advances in serviciagchagsets such as jet engines, missile guidance
systems, and relvcombat management software (Maharani & Matthews, 2022). India, in contrast, possesses a
more established MRO ecosystem, anchored bgwtetd enterprises such as Hindustan Aeronautics Limited

68 | Bridging Capabilities: Indidndonesia Defence Industry Cooperation in the Inéacific



Forging Strategic Convergeshtgomadia Defence Partnerships in a Spaitifig Indo

(HAL) and Bharat Electronics Limited (BEL), as well astgsrctor shipyards experienced in comprehensive
life-cycle management and platform upgrades (Kumar, personal communication, 8 May 2025). These asymmet
create both opportunities and constraint sgrowingndi ad
infrastructure, but differences in standards, technical protocols, and logistical frameworks will directly influenc
the scope, efficiency, and sustainability of bilateral coop@tzisaan be implemented through a Joint Venture

(JV) for MRO écilities in Indonegiasuch as a partnership between PT Dirgantara Indonesia (PTDI) dhd HAL
focused on shared platforms like th@@tiawk aircraft or selected naval systems, that could serve as a practical
mechanism to build indigenous-tifele supportapabilities and generate skilled employment in both countries.

Lastly, military and technical training exchanges, along with broader knehdehgeprogrammes, constitute

a foundational dimension of bilateral cooperation (FGD Participant 1, pensonahication, 25 March 2025).
Building human capital is a prerequisite for the effective absorption, adaptation, and eventual indigenisation
transferred technologies. For Indonesia, participation in Indian military education institutions and specialise
technical training centres provides access to operational doctrines and engineering expertise developed i
comparable postcolonial and rescumestrained context. Conversely, India benefits from engagement with
Indonesian personnel who operateacras®e of t he worl dds | argest archi g
into maritime domain awareness and littoral warfare. These exchanges facilitate interoperability as well as cree
a pool of skilled professionals capable of sustaining jouregentanaging technology transfers, and supporting
longterm industrial partnerships.

4.4.2 Economic and Procurement Considerations

Economic factors play a decisive role in shaping defence procurement strategies and cooperation between In
and Indoneia. Both countries operate within distinct budgetary environments that influence their procurement
priorities, choice of suppliers, and willingness to engage in collaborative projects. While strategic imperatives di
the demand for advanced military medbgies, fiscal realities often determine the scale, scope, and nature of
cooperation.

The cost of military platforms and technologies is not limited to acquisition expenses but also intdudes long
life-cycle costs, such as maintenance, upgrades,eanaal replacement. For Indonesia, with a 2024 defence
budget of approximately USD 8.5 billion or around 0.7% of its total GDP (Stockholm International Peace
Research Institute [SIPRI], 2024). While the government proposes to increase the amefartaef ggethding

to 1,5% of its total GDP, cost saving is a critical factor due to competing domestic priorities in infrastructure an
social welfare. TNI must therefore balance capability enhancement wittectostness, making offers that
include cometitive pricing, favourable financing, and bundled maintenance packages more attractive (FGC
Participant 3, personal communication, 25 March 2025).

India, with a 2024 defence budget exceeding USD 74.4 ljllkoing it among the top three global defence
spenders (SIPRI, 20#4has greater fiscal flexibility in procurement. However, India also manages high
expenditure commitments towards personnel costs and indigenous defence manufacturing. For both countrie
procurement decisions increasingly considésttiiecost of ownership rather than initial purchase price alone,
which incentivises cooperation in joint production and shared R&D to reduce dependencpsnilmigbrts

(Kumar, personal communication, 8 May 2025). Given this context, pricingsstretegieegrate IHeycle

supporii such offering defence systems with domestic assemblyfoptiarencourage bilateral defence ties.

Additionally, budgetary constraints often determine the feasibility of defence acquisitions. Sustaining defen
platforns over their life cycle is as critical as the initial procurement, particularly given the significant cost
involved in maintenance, upgrades, and eventual replacement. For Indonesia, where military expenditure accol
for around 0.7% of GDP and onlydl3% of this is allocated to defence modernisation, pricing acytlife
costs are decisive factors (Ate, 2025; FGD participant 3, personal communication, 25 March 2025). With a 20
defence budget of approximately USD 8.5 billion (SIPRI, 2024), cordpetiesgtic prioriti€s such as
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infrastructure and social welfargecessitate procurement strategies that balance capability enhancement with
costeffectiveness. Indonesia is also beginning to develop national strategic projects and explore opportunities fol
defence exports, which could make it an attractive partner for India in seeking more affordable and politically
aligned suppliers (Ate, 2025; Kumar , per sonal co
capabilities remain in development, paatigifor advanced systems such as jet engines, missile guidance systems,
and naval combat management software (Maharani & Matthews, 2022). In contrast, India has greater fisce
flexibility but still faces high commitments to personnel costs and donfestie denufacturing. For both
countries, procurement increasingly prioritises total cost of ownership over initial purchase price, incentivising
joint production, shared R&D, and bundled maintenance packages to reduce dependemmostoimipigiis

(FGD Participant 2, personal communication, 25 March 2025).

The cost limitation for Indiendonesia cooperation, however, can be mitigated through the mechanisms that
allow both countries to procure defence technologies from each other. For example, Iretid J8Dvid0

million Defence Line of Credit (LoC) that offers a flexible alternative to traditional suppliers by providing
financing options that may be more adaptable to I
goals. To ensure the LaCuitilised effectively and remains consistent with the principles of strategic autonomy
and noralignment, its implementation can be integrated into existing bilateral mechanisms rather than pursued
through ad hoc arrangements. Specifically, alignmernth&vif025 Indi@ndonesia Defence Cooperation
Agreement (DCA) and the Joint Committee/Higlrel Committee on Defence Cooperation would allow both
countries to manage the LoC within an already recognised institutional framework (Bagchi, 2018).

Converselylndonesia does not yet possess a comparable financing mechanism for the export of defence
equipment. This difference highlights the divergent stages of development and approaches in the defence expo
policies of the two countries, as well as the exjstingetween them. It also raises an important question for
future discussion: whether Indonesia should consider adopting a similar mechanism to facilitate smoother arm:
transfers and better support its deféndastrial development.

4.4.3 Regulatory andBureaucratic Easeness

One of the decisive factors influencing defence industry cooperation between India and Indonesia lies in their
respective national export contr ol regi mes and r
regulated throtgthe SCOMET List (Special Chemicals, Organisms, Materials, Equipment, and Technologies)
under the Directorate General of Foreign Trade (DGFT), alongside guidelines issued by the Ministry of Defence
(MoD) (India Ministry of External Affairs, 2025), aimimdalance export growth with nproliferation

commi t ments and safeguard national security. l ndor
of Defence and governed by Law No. 16/2012 on the Defence Industry, which mandatesqrriofitisati
domestic production and requires parliamentary approval for major foreign procurement contracts (Indonesia
Ministry of Defence, 2012). Differences in these regulatory systems, combined with varying levels of bureaucrati
complexity in export licenginprocurement approvals, and technology transfer clearances, can directly affect the
pace and predictability of collaborative projects.

Equally important are intellectual property rights (IPR) arrangements and security classification protocols, whict
det¢e mi ne how sensitive technol ogies are protected,
Acquisition Procedure (DAP) 2020 generally retains IPR with the original equipment manufacturer (OEM) unless
ot her wi se negot i aegaldramewmorkeempghasises lechrblogy enastey @rgl lotal content,
often leading to protracted negotiations over ownershipdevetoped systems (India Ministry of Defence,

2020). Furthermore, both countries maintain stringent security classificatieinsg technologies such as

stealth materials, electronic warfare systems, and cryptographic communidatieni¢hol$ misaligned, may
constrain the scope of joint R&D and maintenance, repair, and overhaul (MRO) operations. As such, the
compatibility ofliese legal, procedural, and security frameworks forms a core determinant of the feasibility, scope,
and sustainability of bilateral defence industrial cooperation.
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4.5 Challenges in Inditndonesia Defence Industry Cooperation

In previous chapters, variquentials and opportunities in the defence industry cooperation between Indonesia
and India have been discussed. Despite the significant prospects, this bilateral cooperation also faces a numb
challenges that require careful attention and deelysisatteensure the partnership can operate optimally. This
subchapter discusses several key challenges in implementing defence industrial cooperation between Indor
and India. These challenges are categorized into two main areas: technicalwhalleaddsess issues such

as Transfer of Technology (ToT), Transfer of Knowledge (ToK), and Technological Absorptive Capability (TAC)
and politicaf i nanci al chall enges, which address issues ¢
issues

4.5.1 Technical Issues

One of the main issues in the context of major defence equipment procurement is the requirement for knowledg
transfer (ToK) and technology transfer (ToT), which often constitutes a strategic demand by the importing
country. The pmary objective of such requirements is to strengthen the domestic defence industry and close th
gap in military technology mastery. However, the implementation of ToK and ToT is often far from
straightforward. Producer countries tend to restrict the s€dpchnology transfers to preserve their strategic
advantages and safeguard national security interests. On the other hand, recipient countries may lack
institutional readiness and industrial capability necessary to absorb and further devalwietred tr
technologies. This issue also constitutes one of the main technical challenges in the defence industry coopera
between Indonesia and India.

Although the Government of India does not impose restrictions on ToT or ToK to Indondeavasdhe
mechanism entirely to businsbusiness negotiations among industrial players, this does not automatically
guarantee the effectiveness of the technology transfer process, especially given the existing technological (
between the two courgs.

To implement ToK and ToT effectively, certain prerequisites must be fulfilled to enable optimal technology
absorption. This is known as Technological Absorptive Capability (TAC), the ability of a country, organization
or company to receive, comprahanaster, adapt, and apply externally sourced technology for the development
of its internal capabilities, particularly in the context of the defence industry (Balakrishnan & Lazar, 2022). The
is no universal indicator for TAC, as each country oftg@tsatioown classification method to assess readiness

or absorption capacity. Nevertheless, the most commonly used models are the Technology Readiness Level (T
and Manufacturing Readiness Level (MRL) developed by the United States, which areieftan swtdihe
respective national interests and needs, including Indonesia (KKIP, 2022).

The TRL and MRL frameworks serve to measure the readiness levels of technology and production capabiliti
in a countryods def ence eimathbdssdiffergnces ifr capabilitydetweendiyyer and h r
seller countries can be identified, enabling the determination of a feasible middle ground for conducting ToT ar
ToK. Meanwhile, India had its own assessment methods by forming an ad hoc tetatioal teaan for each
procurement involving technology transfer (Kumar, personal communication, 8 May 2025). This team typicall
consists of subjeatatter experts relevant to the acquisition, such as naval engineers, maritime weaponn
specialists, and ritane security practitioners, in the case of warship procurement.
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Figure 4.2 TRL and MRL (US DoD, 2011)
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In the context of Indonesdbhndi a defence i ndustri al cooperation,
must be considered by both pattiparticularly since Indonesia mandates the inclusion of ToK and ToT.
According to interviews conducted by the author, both Indonesian and Indian stakeholders acknowledged the
presence of a capability gap, both in terms of technological expertisenaadirthistrial capacity (Kumar,
personal communication, 8 May 2025; Swastanto, personal communication, 28 April 2025). For instance, in th
planned procurement of the BrahMos missile system, Indonesia will probably only be able to optimally absorb
the techology related to its storage system.

4.5.2 Political and Financial Issues

In addition to technical challenges, the defence industry cooperation between India and Indonesia must alsc
consider several aspects related to the political and economicopdiimiiecountries. The author identifies
several key political and economic issues that require fudiagthimnalysis:

4.5.2.1 Inconsistency in Financial and Political Commitment

India and Indonesia have accumulated extensive experience in theotlomeimational defence industry
cooperation, encompassing joint production, joint ventures, and joint development. While certain projects have
culminated in tangible achievements, others have encountered limitations and, in some cases, outright failur
India has successfully established defence industry cooperation through the joint venture and production of the
BrahMos supersonic cruise missile with Russia (BrahMos Aerospace, n.d.). Meanwhile, Indonesia has PTD
which has developed an internationalutetjpn as an aerospace subcontractor to original equipment
manufacturers (OEMs), such as Airbus. The Indonesian strategic aerospace industry has developed the CN2:3
transport aircraft in collaboration with CASA of Spain, as well as the indigenoudity Zi&natft (Matthews

& Maharani, 2022).

In the case of setbacks, India has been observed both at the technical level, such as in the instance of the IN
Kalvari, and at the politiestrategic level, where cooperation was disrupted due to partn@r statesa b i | i t
uphold commitments under conditions of armed conflict. Meanwhile, Indonesia has also encountered several
unresolved issues stemming from previous defence industry collaborations. These issues require comprehensi
evaluation and follewp inorder to prevent them from becoming obstacles to the advancement of future strategic
cooperation. One such case is the cooperation with South Korea, where Indonesia has engaged in two majo
defence industry programs: the development of the Chang Boga$talzss submarines and the X/H- -
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X fighter jet. Both projects encountered significant challenges that serve as important lessons and areas
improvement in future defence industrial partnerships.

The Chang Bogo submar i n esfirptdeiegce mdustryelmbortioms with a foreigno n €
country after the political reform era. The program faced two critical issues: a trust deficit among key stakehold
and financial commitment problems (Ryvantya, 2024). PT PAL was reportedly meabkiadéoquality control
standards set by Daewoo Shipbuilding & Marine Engineering (DSME) during the submarine production proces
which | ed DSME to hesitate in directly involving
hand, Indonesm anal ysts noted that the submarines produ:
initial technical expectations (Gyeong & YoungKeun, 2022). Additionally, some Indonesian commentators
guestioned Sout h Kor e aiiies, paticuanyaafter theesinking af thei KRl Nanggalac a |
in 2021, which had been previously refitted by DSME in 2012 (Broad & Laksmana, 2023).

Moreover, the Indonesian government failed to fulfill a payment of USD 74 million (approximately 10% of the
totd contract value), which caused the second contract to remain inactive for three years after its signing (L¢
2022). In the meantime, DSME had alreadpprel er ed mat eri als for the sub
April 2019, which raised concernSanth Korean media about potential financial losses should Indonesia choose
to cancel the contract (Gyeemin & YoungKeun, 2022). After years of deliberation and review, the Indonesian
government ultimately decided to seek alternative partners toenhatetréhneeds of its submarine fleet.

The KFX/IF -X fighter jet project similarly faced two major obstacles: technology transfer issues and funding
problems (Ryvantya, 2024). From the beginning, disagreements emerged over access to criticalachnologie
several core components, such as advanced radar systems, jammers, tracking, and targeting mechanisms,
not be produced by either South Korea or Indonesia and thus needed to be sourced from the United States (Bro
& Laksmana, 2023). However, th8.Uefused to authorize the transfer of these technologies due to national
security concerns, despite South Korea being a close ally (Kusumadewi, et al, 2016). This refusal had a signifi
impact on Indonesia, which did not have a specific bilateramagt with the U.S. Even after trilateral
negotiations, Indonesia was still unable to obtain access to the required technologies (Ali, 2021).

I n addition to the technology issues, the projec
financal contribution. Although the Indonesian government recognized the strategic value of the cooperation foi
bilateral relations, it was perceived as lacking the political will to fulfill its financial commitments. Since 201
Indonesia has reportedly failedulfill payment obligations totaling approximately USD 700 millionni8geok

2021; Seungoo, 2022), raising speculation about a potential withdrawal from the project. In 2018, Indonesia
proposed renegatiating its funding share from 20% to 15% (©kta0@1l), partly due to not receiving the
promised technology access. These financial difficulties were further worsened by tHE @aniBmic,

which led to a reallocation of national funds to address the crisis. Payments resumed only in November 20z
followed by a pledge to settle outstanding payments 023 dYurhwan, 2023). However, Indonesia once
again failed to meet its obligations, prompting another round of renegotiation.

After longstanding disputes over funding and technology accessK@eattand Indonesia reached an
agreement during the Indo Defence 2025 Expo & Forum held in Jakarta on June 13, 2025. They finalized a revi:
deal on the K21 Boramae fighter jet project, with Indonesia committ8@p billion (approximately USD
423444million), a significant reduction from the original pledgeld trillion. Of this new commitment, about

400 billion (roughly USD 2&296 million) has already been paid, while the remai@d@ billion (roughly
USD 148148 million) is pending undercheduled payment plan (Jeong, 2025). Both countries also agreed to
revisit the scope of technology transfer afterthe KF0 s dev el opment i s compl et
requests a prototype aircraft (Kim, 2025). Additionally, both sides exipegsisgeintion to expand cooperation
into ground and naval systems, and rXfightef jét projestd t h
with Korea Aerospace Industries (KAI) and PT Dirgantara Indonesia continuing close collaboration on
produdion and marketing efforts.
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Based on these two earlier defence industry cooperation projects, Indonesia must strengthen both its financie
capacity and political commitment before pursuing more ambitious and diverse collaborative initiatives. Without
addrasing these fundamental shortcomings, Indonesia risks undermining its credibility as a reliable partner in
defence industrial cooperation and further widening the gap in acquiring crigoal teighnologies. Interviews
conducted by the research teaghlight institutional authority as one of the underlying challenges. The National
Defence Industry Policy Committee (Komite Kebijakan Industri Pertahanan, KKIP) implementation team was
perceived as relatively weak and lacking parity with its Indian pestsmtevhich hampered the effective
implementation of bilateral projects.

KKIP, positioned under the Ministry of Defence, is designed to act as a central coordinating body that brings
together government, military, and industry stakeholders to aligicgieies, partnerships, and {wrg
industri al pl anning. In practice, however, KKIPO&s
and weak institutional standing. India, by contrast, does not rely on a single coordinatirigsiedyd operates

through a multiiered institutional framework under its Ministry of Defence. At the core of this framework is the
Department of Defence Production (DDP), responsible for industrial policy and production, supported by
complementary itisutions such as the Defence Acquisition Council (procurement priorities), the Integrated
Defence Staff (intexervice and policy integration), and the Defence Innovation Organisation/iDEX (innovation
and technology development). This distributed yetustrd system provides India with a more empowered and
coherent institutional architecture for advancing its defence industrial cooperation agenda.

Beyond these two lessons, Indonesia has emerged as one of the countries that has successfullfeastblished de
industry cooperation and has gained an international reputation as an aerospace subcontractor for origina
equipment manufacturers (OEMs). Drawing upon this experience, Indonesia holds the potential to become a
producer of defenaelated componentshis potential is further reinforced through collaboration with India, a
country that has already established itself as a producer of defence equipment.

As for India, it is necessary to prepare alternative options or partner countries to undertaicom doopesting
the requirements for defence equipment and related industrial components. A failure to secure these supplie

could trigger a domino effect on Indiads defence
may serve as opnéthe preferred partners for cooperation, particularly in supplying components that cannot be
provided by Indiabds traditional partners or its df¢

4.5.2.2 The Potential Imposition of An Embargo

Defence industrial cooperation betwledlonesia and India also carries the potential risk of challenges similar to
those encountered in the #HAF -X fighter jet project, concerning the embargo of key components. Inthe KF

X/IF -X project, Indonesia was unable to obtain access to certaihteciicologies due to restrictions imposed

by the United States. Although the U.S. allowed the sale of specific components to Indonesia, it still blocked the
transfer of core technologies essential for the full development of the system.

A similarriskexst s i n potenti al cooperation with I ndiads
I ndi ads key defence components are stildl i mported
namely Israel and Russia. Indonesia does naaimdormal bilateral relations with Israel and has historically

had strained ties due to the Isédaliestinian conflict. The majority of Indonesians perceive the conflict as an act

of aggression, making future collaboration with Israel politicadiycaadty unlikely.

In contrast, Indonesia maintains relatively good relations with Russia and has engaged in various cooperativ
efforts. However, as a result of the Rég&iaine conflict, Russia is currently subject to international sanctions,
including he Countering Americads Adversaries Through S
in 2017, CAATSA is intended to impose sanctions on Russia, Iran, and North Korea due to perceived threats to
U.S. national security interests. The law afgttp the imposition of secondary sanctions onghitgl states,

including U.S. allies that purchase defence systems or engage in strategic cooperation with those targeted countri
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Both countries have previously faced issues relatedGouherildgme r i cads Adversaries
(CAATSA). Indonesia experienced pressure and the threat of sanctions when it planned to procu#5Sukhoi Su
fighter aircraft from Russia (Dangwal, 2024). The deal was eventually called off and replacedtavith plan
purchase alternative aircraft, including the Dassault Rafale from France and thd BieXifrpia the United

States. Meanwhile, India faced similar pressure when purchasi@g theusnf air defence system from Russia.
Despite the potential risk U.S. sanctions, India proceeded with the acquisition (Economic Times, 2025). One
of I ndiads defence systems of interest to I ndones:s
Russia. In an interview with Indian stakeholders, fiveedfthat the acquisition of the BrahMos missile system
would not trigger any CAATSAlated embargoes or sanctions. Nevertheless, the Indonesian government must
carefully evaluate all possible risks, especially if it plans to expand defencedngesatiahcwith India.

India itself has prior experience with component embargoes, as seen in the attempted export of its Tejas figh
jet to Argentina. One of the components, the MBaiker MK16 IN16 GS ejection seat, produced in the United
Kingdom,tr gger ed a r est r i cRalklamads Wary1®82)} aoms entbargo WK ArgentimaoAs &
result, the British government blocked the export of any defence product containagutaCtured
components, including Tejas. In response, India annouaned@replace the British ejection seat with the
Russiarmade Zvezda 486, either domestically produced or imported (Sharma, 2023). Hindustan Aeronautics
Limited (HAL) is committed to providing a fully figritish variant of Tejas to comply with Argemtins
procurement regulations.

This case demonstrates that while India is aware of the risks posed by embargoes due to foreign compon
dependencies, it also shows a clear commitment to mitigating these risks by developing or sourcing substit
componentdndia maintains positive relations with major global defence producers, including the United States
the United Kingdom, Israel, and Russia, which provides it with flexibility in replacing embargoed components.

4.6 Conclusion and Recommendation

Indonesidlndia defence cooperation embodies a strategic convergence that transcends transaction:
procurement, reflecting a broader alignment of national interests in tiadifido For Indonesia, Indian
defence technolggoffers the advantage of partnering with a supplier outside the immediate sphere of South
China Sea rivalries, thereby mitigating the risks of geopolitical entanglement. For India, collaboration wit
Indonesia provides a strategic gateway to Southeast #si e x pandi ng def ence mar Kk
reinforcing the objectives of its Act East policy.

However, the cooperation should transcend beyond market expansion and maritime cooperation. While tf
current emphasis on naval and maritime securitypésaiive, both sides would benefit from a calibrated
diversification into land systems and emerging technologies. This may include exploring joint production c
licensed manufacturing of Indian artillery subsysteuth as Pinaka mtitrrel rocket lauher components

or Advanced Towed Artillery Gun System (ATAGS) madalesvell as collaboration in unmanned aerial vehicle
(UAV) technologies, particularly in avionics, ground control stations, and communications systems. Broadeni
the scope of cooperationn t hi s manner would strengthen the re:
contribute to wider strategic autonomy.

When framed within a wider In#facific resilience strategy, such cooperation has the potential to strengthen
regional capacityitiwout creating perceptions of blugsed confrontation. Joint ventures in military technology
could also position both countries as competitive exporters to third markets in the Global South, advancing the
shared goal of strategic-selfance while &lancing their credibility as middle powers capable of shaping regional
security architecture on their own terms.
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Turning this vision into reality requires alignment at the domestic level. While having a shared gltahod self

in defence productionaec h country has their own domestic i ndus
Dal am Neger. ( TKDN) and I ndiads Make in India pro
production. A coordinated approach could allow joint projestgishy both policy requirements, generating
political and economic benefits for each side. For example, a jointly produced patrol vessel could integrate ar
Indonesiarbuilt hull, qualifying under TKDN, with Indiamanufactured combat systems, meeting iMakaia

targets. Such integration would send a strong signal to the Global South that credible, affordablgraet non
alternatives exist beyond the Western and Russian defence markets.

However, realising this potential will require overcomingusafuconstraints, including limitations in
manufacturing infrastructure, skilled human resources, and the research and development ecosystem. Th
effectiveness of transfer of knowledge (ToK) and transfer of technology (ToT) arrangements will depend on a
bal anced interplay between the producerds willingn
manage, and optimize it. Additionally, divergent export control regimes present another decisive factor shaping
bilateral cooperation. Delagssecuring clearances for sensitive technélaglieb as missile guidance systems

or advanced radarcan hinder the pace of joint production and technology transfer. While harmonisation of
export licensing procedures through governtoegdvernment agreente could improve operational
efficiency, political sensitivities and entrenched institutional practices may limit the extent of alignment.
Furthermore, trudtuilding measures will be critical to sustainingtéomg cooperation. These include
transparentontractual frameworks, mutual recognition of security classification standards, and strong intellectual
property rights (IPR) protection mechanisms.

To address concerns above and move towards more advanced defence cooperation, it is recomm@anded that Ind
and Indonesia establish a Joint Defence Industrial Cooperation Committee (JDCC). This body would serve as
dedicated platform to harmonise regulatory and legal discrepancies, thereby safeguarding the strategic ar
commercial interests of both parti€kis mechanism would ensure that future technological collaboration
remains both mutually beneficial and strategicall:
providers in the Ind®acific. Meanwhile, within the existing structhee establishment of a working group

under the JDCC would provide a practical mechanism to assess project feasibility, harmonise financial procedure
and align Lo&upported initiatives with national procurement regulations and industrial partidijestiives

in both countries. Such an approach would enhance transparency and promote more sustainable outcomes i
bilateral defendadustrial cooperation.
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Conclusion

This research on Indiads defence industrial base
centrality of strategic coherence, institutional reform, and sustained political commitment ih ¢hd¢fersce
selfr el i ance. Il ndi ads trajectory from heavy relianc

and increasingly expaniented industry illustrates that defence industrial development is neither linear nor solely
techndogical, but deeply political and institutional. Its experience demonstrates that structuiiabuetoiass
liberalising procurement processes, enabling {s@cite participation, recalibrating the role of-stated
enterprises, and incentivisingagsh and development (R&Dnust be pursued in tandem with strategic vision

and bureaucratic coordination.

Indonesia, in turn, provides a case of both opportunities and constraints. On the one hand, the establishment
stateowned defence enterprises espnts a strong industrial foundation with potential. On the other, recurring
challenges of fragmented institutional authority, dependence on offset arrangements, limited capitalisation, &
i nconsi stent political S u ptpaostate indugirial sambition into diratedio n e s
autonomy. The comparison with India illustrates that without sustainéeliorgmmitment to ecosystem
developmerit including stable funding, coherent procurement planning, and a framework to integrate private
sector capabilitidsindonesia risks perpetuating dependency cycles despite rhetorical commitments to self
reliance.

Bilateral cooperation between India and Indonesia reveals a pragmatic avenue to bridge these structural g:
Il ndi ads ac c uimndibemisatod, jomtventerest andstachnology transfer offers a pathway for Jakarta
to strengthen its defence industrial capabilities. Joint traiqimggleotion, and coordinated maritime security
initiatives could serve as immediate confidmiitkng measures, while deeper integration of supply chains and
collaborative R&D could generate meditonlongterm benefits. Importantly, such cooperation transcends
narrow transnationalism: it reflects shared strategic imperatives as maritime deémdceatnel®Pacific

seeking to diversify partnerships, reduce reliance on great powers, and collectively enhance regional resilienc

At the regional level, the convergence of Indian and Indonesian approaches holds broader significance. Bc
states confrdnthe challenge of securing strategic autonomy amid intensify@iginelSivalry and the
weaponisation of supply chains. By advancing bilateral defence industrial cooperation, New Delhi and Jakarta
only strengthen their national security architediutedso contribute to the shaping of an alternative model of
middlepower agency in the In®Racific. This model privileges collaboration, cajpaidlidyng, and technological
innovation over dependence, thereby reinforcing the stability of regisitglesesugements.

In sum, this research affirms three overarching findings. First, defence industrial transformation requires mol
than procurement reform: it demands ecosystemic change encompassing political leadeishgb dastin,

and industrial dynamism. Second, bilateral coopdiatiwhen grounded in complementarities and mutual
strategic intere§it can accelerate indigenous caphaitgling while diversifying strategic dependencies. Third,
Indiadindonesia coopetian in this sphere carries implications beyond the bilateral, serving as a demonstration
of middlepower agency and as a stabilising factor in the widdPdniic security architecture. For Indonesia,

the policy lesson is clear: strategic consisterctya nst i t ut i onal consolidation
be indispensable to realise its vision of a resilient and autonomous defence industry.
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Documentation of Indonesidndia Cooperation from Time to Time (194%present)

3 S —— » o »
Y /S fsik N :

President Sukarno visited India, his first trip abroad, January 24, 1950
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Indian Prime Minister Mrs. Vijaya Laksmi Pandit Indira Gandhi in 1955 was welcomed by President Soeke
Merdeka Palace in Jakarta.
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. e President Suharto receives credentials from Inc
Indian Prime Minister Indidandhi arrives in Indonesia for as Ambassador Nedyam Malachandrian Menon. Ja
visit. Jakarta, June 28, 1969 August 13, 1970

President Soeharto received a visit from the Inc President Soeharto received a visit from the Chief of Staff
parliamentary mission led by Dr. G.S. Dhillon at Indian Navy, Admiral SM Nanda, at his residence on !
Jakarta Palace, September 16, 1970. Cendana, Jakarta, on March 12, 1971.

President Suharto received Indian Foreign Minis. Handing over the credentials of the Extraordinary an
Swakan Singh at the Merdeka Palace, Jakarta, Au p|enipotentiary Ambassador of India to President Suhar
1971. April 1977

President Suharto's visit to India, December 1, 1980 Indian PM Indira Gandhi's visit to
Indonesia, September 24, 1981.
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President Susilo Bambang Yudhoyono's visit to India was welcomed by Indian President Pratibha Patil and
Minister Manmohan Singh. January 25, 2011

AP Archive. (2011ndonesia president SBY visits, nféeted}atlouTubehttps://www.youtube.com/watch?v=iKr DGTgCC4A

President Susilo Bambang Yudhoyono's visit to India was welcomed by Indian President Pratibha Patil and
Minister Manmohan Singh. January 25, 2011

AP Archive. (2011ndonesia president SBY visits, nféeted}atlouTubehttps://www.youtube.com/watch?v=iKr DGTgCC4A

President Susilo Bambang Yudhoyono received a visit from Indian PrimeN#inistginan Singh at the Merdek:

Palace, Jakarta, September 11, 2013.
Merdeka.com. (n.d.). Presiden SBY sambut PM India di Istana. Retrieved October 22, 2028.//inamv. merdeka.com/foto/peristiwa/262454/2013101120450:

presidersbysambupnrindiadi-istanaD02debby. html

Okezone.com. (2013, October 12)Iridia kerjasama berantas korupse&dana alam. Okezone Newps://news.okezone.com/read/2013/10/12/411/880680/ri
indiakerjasaméierantagorupsibencansalam
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President Joko Widodo visited India and held a bil  President Joko Widodo welcomed Indian Prime Minis
meeting with Prime Minister Narendra Modi. Decel Narendra Modi at the Merdeka Palace in Jakarta or

12, 2016 Wednesday, May 30, 2018. This was Maosli'sifit to

Tuwo, A. G. (2016, December 12). PM India sepakati peningkatan kerj Indonesia.

keamanan dengan Riputan6.com
https://www.liputan6.com/glob&lkead/2676418/pmindiasepakati
eningkatakerjasamiéieamanaengari

Office of Assistant to Deputy Cabinet Secretary for State Documents & Transli
(2018, May 30president Jokowi welcomes Indian PM at Mdideks Reésse].
Sekretariat Kabinet Republik Indon s://setkab.go.id/en/presidefipkowi

welcomesndianpm-atmerdekepalace/

President Joko Widodo held a bilateral meeting v President Joko Widodo and Indian Prime Minister Nare
Indian PrimeMinister Narendra Modi on the sidelin Modi held a bilateral meeting on the sidelines of the (
of the G20 Summit in La Nuvola, Rome, Italy, Octc Summit in Elmau, Germany, Monday, June 27, 202:

31, 2021.
Sekretariat Kabinet Republik Indonesia. (Betdemu PM Modi, Presiden J . . . . .
bahas kerja sama kesehatan hingga pemuliframekonomi Sekretariat Kabinet Republik Indonesia. (2022, JuReeafjen Jokowi dan PM Mod
https://www.presidenri.go.id/siargrers/bertemepm-modipresiderjokowi penguatan kerja sama frregmTeleaséltps:/www.presidenri.go.id/siaran
bahaskeriasamakesehatahin emuliharekonomi/ pers/presidetjokowidanpm-modibahagenguataierjasamepangan/

The ADMM-PLUS EWG on HADR Table Top Exercise (TTX) and Field Training Exercise (FE€X3jreal by
Indonesia and India, was held from 15 until 20 October 2023 in Yogyakarta, Indonesia.
(Indonesia MoD Docummentation)
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Prabowo Meets Indian Ambassadddiscuss Defense Cooperation and Regional Stability
(Indonesia MoD Docummentation)

Indonesidndia Bilateral Meeting (Indonesia MoD Receiving the Indian Ambassador, Defense Minister ¢
Docummentation) Says: Indonesia Will Sendamtingent to the Indian
Republic Day Parade (Indonesia MoD Docummentatis

Secretary General of the Ministry of Defense Recei Deputy Defense Minister of the Republic of Indonesia
Courtesy Call from Vice Admiral M.A. Hampiholi, PV! Herindra Receives Courtesy Visit from Delegation of t
AVSM, NM, (FoGin-C) Southern Naval Command, Ind Republic of India, Discusses Defense Cooperation
Navy (Indonesia D Docummentation)
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