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All APEC Member Economies endeavour to achieve “free and open trade and investment in the Asia-Pacific”, commonly referred to as the Bogor Goals, signed in Indonesia in 1994.  Ultimately, the Bogor Goals should be fully realized, no later than 2010 for industrialised economies and 2020 for developing economies.

Each APEC Member Economy has offered its own Individual Action Plan (IAP) to be externally reviewed.  According to approved terms of reference, the review considers specific issue areas affecting an economy’s IAP, citing progress made, best practices and challenges to achieving goals within the cited timeframe.  

This sheet provides a synopsis of some of the areas considered in the IAP Peer Review Study Report of Indonesia, prepared by independent analysts.

A full report is available after the Senior Officials’ Meeting on 16 February 2009 at: 
http://www.apec.org/apec/iapreport_id.html
Tariffs

Despite a long history of import substitution and selective industrial promotion, Indonesian markets today are quite open. Throughout the slow recovery from the 1997-98 financial crisis, Indonesia avoided significant new protectionist measures and in fact reduced its simple average MFN applied tariff from 13 percent in 1996 to 8 percent today.  Moreover, a substantial share of imports now falls under an expanding network of free trade agreements focused on ASEAN and its major trading partners, so that the applied rate including preferential agreements is less than half as high. In 2008, 82 percent of Indonesia’s MFN tariffs are no higher than 10 percent and only 2 percent exceed 35  percent. 

Non-Tariff Measures
The use of NTMs in Indonesia has declined since the 1990s, as the number of tariff lines subject to import restrictions, prohibitions and special licensing has fallen. The Government is committed to limiting the use of such measures to cases related to human health, hygiene and sanitation, animal and plant life, environmental conservation and security.  Since the last IAP review, Indonesia has continued to reduce the use of NTMs by exempting from non-tariff measures several important groups of products.  These measures were undertaken unilaterally and had not been included in Indonesia’s Uruguay Round commitments.  

Services

According to World Bank statistics, the service sector accounts for around 40 percent of Indonesia’s GDP.  Under the WTO framework, Indonesia follows the development of GATS negotiations.  On the other hand, RTA/FTAs (as part of ASEAN and signed individually) provides a greater range of possibilities in terms of exploring service sector liberalization, Indonesia benefits from its engagement in APEC as a non-binding forum in addition to WTO and FTAs.

Investment
Investment Coordinating Board (BKPM) is the government agency that is responsible for coordinating all government procedures related to investment.  BKPM has been in existence since 1973 and the scale and operation of BKPM grows as Indonesia gradually moves along the path of investment liberalization.  The Indonesian government has been especially focused on investment liberalization in recent years.  For example, the latest batch of policies was put in place in February 2006 in the form of a Presidential Instruction to improve the investment climate in five areas including general provisions, customs, labour, taxation and small and medium-sized enterprises. In addition, the new investment law of March 2007 is aimed to protect foreigners’ property rights, reform the bureaucratic process for investment applications, simplify the tax regime and open more sectors to foreign investment. 

Standards and Conformance

Indonesia has worked closely with the APEC’s Sub-Committee on Standards and Conformance and with the Specialist Regional Bodies (SRB) that help to coordinate standard setting in the Asia Pacific region.  Indonesian standards are formulated by the National Standardization Agency (BSN) in cooperation with the Indonesian Standardization Community (MASTAN), a network of approximately 1,000 stakeholders, whose 6746 standards have been approved as National Standards of Indonesia (SNI).  Of these, 3.5 percent were mandatory and approximately 30 percent have been harmonized with international standards.  Internationally, Indonesia participates in the International Organization for Standardization/International Electrotechnical Commission (ISO/IEC) and other bodies. 
Customs Procedures
Having identified this agency as a priority area for reforms, The Ministry of Finance (responsible for customs administration) introduced new leadership and operating principles, and carried out large-scale personnel changes to ensure that staff were committed to implementing the new processes. Electronic processing methods were expanded to reduce opportunities for corruption while compensation scales were raised and strong incentive systems—involving both improved compensation and stricter punishments—were introduced to align the interests of officials with the vigorous performance of their duties.  These reforms can be seen to have reduced the time required to clear customs and limited opportunities for improper or illegal charges.
Intellectual Property Rights
Indonesia is signatory to several international IP conventions and the older version of IPR Law has been revised over the last few years. At the same time, intellectual property rights are currently under reform and a new set of IPR laws is in place to provide better legal foundation for IPR protection and government enforcement. Currently, Indonesia has seven IPR laws.  A minister-level National Intellectual Property Task Force coordinates government actions and Indonesia has also passed a new Customs Law granting Customs officers the authority to seize goods that constitute intellectual property rights violation. Commercial Courts act as judicial authorities in handling IPR civil cases.  IPR infringements in Indonesia include mainly copyright piracy, counterfeiting of trademarks, and patent infringement. The Government recognizes the seriousness of these violations and actions have been taken to improve IPR protection.

Competition Policy
In maintaining fair competition, the Commission for the Supervision of Business Competition (KPPU) employs a market surveillance unit to monitor market irregularities.  Where behaviour is deemed a violation of the law - for example, in cases of price fixing or exclusive agreements that may lead to cartel or monopolistic practice - the KPPU may impose an administrative sanction as the punishment.  Conversely, objections may be filed against the KPPU’s decision to the District Court and the Supreme Court.  Government participates significantly in the economy and this gives context to Indonesia’s competition policy.  Competition policy is an emerging issue on Indonesia’s reform agenda.  
Government Procurement

In practice, the National Agency for Government Procurement Policy currently assumes the responsibility of coordination and basic formats of procurement methods are not too different from the practices around the world.  There are four types of procurement processes in Indonesia. "Public tenders" are the open invitation to all qualified bidders and seeks to attract the maximal number of capable bidders to compete.  "Limited tenders" must have at least five qualified bidders solicited through public announcements. Smaller contracts (Rp. 15 million - 50 million) may be subject to “direct selection” in which prices and technical offers of three or more bidders are drawn from a List of Capable Contractors and compared.  The final price can be reached by negotiations.  Procurements under Rp. 15 million are reserved for small, economically weak groups of contractors and cooperatives.  Only SMEs can bid on this type of projects and the procurement team may directly award the tender after determining that the bid is fair and reasonable.  

WTO Obligations

Committed to the implementation of the Uruguay Round, Indonesia is introducing legislation to align national laws with WTO practices and has already implemented wide-ranging reforms to meet its Uruguay Round obligations.  Since 1996, it has bound 95  percent of tariff lines; reduced simple average tariffs to 8  percent; removed extensive import surcharges; eliminated local content requirements in the automotive sector; discontinued non-tariff barriers on various agricultural products; modernized the legal foundations of its IPR regime; and expanded access to foreign participation in its financial, telecommunications and transport sectors.  Indonesia’s efforts to streamline its trade policies continue.  The current phase of the Tariff Harmonization Program, to be completed by 2010, will shift many tariff lines into fewer, lower bands. By 2020, virtually all Indonesian MFN tariffs lines will be subject to rates no higher than 10 percent, in line with the Bogor Declaration’s commitment to free and open trade in the region.

Dispute Mediation

The 1999 Law on Arbitration and Alternative Dispute Resolution serves as a framework for Indonesia’s dispute mediation. The system is facilitated by the Indonesian National Board of Arbitration (BANI), which has assembled a panel of accredited arbitrators and signed cooperation agreements with similar centers in other Asia Pacific economies.  Several other institutions are also available to facilitate mediation and processes are governed by the rules of BANI or by internationally accepted norms such as the UNCITRAL Arbitration Rules of 1976.

Transparency

The Internet has greatly reduced the costs of transparency and is increasingly used by the Indonesian government to improve the climate for doing business. At the same time, the wide availability of online information has created high standards for judging the transparency of government policies.  A considerable amount of information is available now online, but Indonesia – like other governments – will need to improve the “user friendliness” of its sources in the future.  

FTAs and RTAs

Indonesia’s regional trade policy has been anchored on its participation in AFTA, but Indonesia has also pursued separate bilateral agreements as well as participating in agreements concluded by ASEAN with other trading partners. In the context of Indonesia’s relatively liberal trade regime, these agreements have generated new opportunities for Indonesian exporters while helping to provide additional motivation for an open trade policy. The reduction of tariff protection within AFTA is now almost complete; Indonesia has reduced 11,034 tariff lines facing other ASEAN economies to under 5  percent and has no products on the temporary exclusion list. NTMs are being eliminated through three annual work programs beginning with 2008, and Indonesia reports meeting the schedule so far. 

For more information, contact:

Carolyn Williams at (65) 9617 7316 or at cdw@apec.org
Anita Douglas at (65) 9172 6427 or at ad@apec.org
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