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v Issue To Watch: The Wisdom of Yogyakarta
Commentary by Wayne Forrest

I recently spent 5 days in NY and Connecticut with the man who would be President of Indone-
sia.  Its not hard to see why so many Indonesians have backed him in past elections, espe-
cially in 1999 after President Suharto’s epic resignation. Although he is the Sultan as well as 
Governor of the Special Region of Yogyakarta, Hamengkubuwono X (HB X) projects humility, 
democratic values, maturity, gender equality, stability, and fairness.  Like his father before him 
(whose palace harbored revolutionary leaders and whose wealth underwrote Indonesia’s first 
currency) he has steadied the nation at key moments. Reluctant to talk about current politics, 
HB X focused on values, culture and sustainable devel-
opment.  Initially he was supposed to travel to the US to 
discuss educational exchanges with the Presidents of Yale 
University and Wesleyan University under the auspices of 
the American Indonesian Cultural and Educational Foun-
dation (AICEF), a small NY-based foundation begun in the 
1970’s by Pertamina and major US oil companies to assist 
Indonesians earn PhDs from US colleges. The Sultan’s 
visit grew into a major cultural mission with the addition 
of a group of 30 palace musicians and dancers.  

The November 6-11 visit was a 5 day tour de force that 
included 3 sold out performances at Yale, Wesleyan and 
Asia Society in NY; public and private business meetings 
in NY and New Haven with potential investors (hosted by 
AICC); academic seminars on the role of Islam in Javanese 
performing arts; student workshops and visits to classes; tour of archiving and digitization 
facilities; and many discussions on the future of Indonesia, Islam’s role, empowering a digital 
economy, and how to be a leader.  

The Sultan himself, although educated at one of the nation’s finest universities, Gadjah Mada, 
also embodies a traditional cosmology based on the harmony of dualities and opposites 
(God-human, good-evil, north-south, rich-poor, man-nature, perfect-imperfect).  You detect 
this the more you are with him.  For example, as we left a building on Yale’s West campus that 
houses its art restoration and digitization complex, he noticed some shiny decorative pump-
kins.  However, he wanted to know the name of the animal that had taken a large bite out of 
one of them. “Probably a squirrel”, I told him, to which he replied “every happy feeling can 
contain sadness”.  When we were sitting together watching a demonstration wayang (perfor-
mance) at Yale’s Art Gallery, he leaned over to tell me that an inconclusive battle between two 
characters was really an analog of a fierce unresolved debate within ourselves. 

How Yogyakarta built the philosophical structures for social and spiritual harmony I cannot 
answer, but that success has rewarded not just the region but Indonesia as a whole.  Stu-
dents from all over Indonesia are welcomed in Yogyakarta’s 100+ colleges. The Sultan is sure 
tolerance comes from this diversity and the values held by his people. In return for their support,
he looks to promote businesses that “look after the poor as well as the wealthy”.  HB X 
told me that he grew up in independent Indonesia and thus did not experience the colonialism 
upon which the Sultanate (created in 1755 under Dutch authority) was co-dependent. On most 
days he is Governor but can easily slip on the role of Sultan to provide heritage nourishment 
to his constituents.  Realizing the Sultanate is a two way street HB X has democratized palace 
tradition; for example, a nearby village is allowed to perform certain palace ceremonies and 
many outsiders can join temporarily as palace retainers to help with performances and other 
administrative duties. Its no wonder that this region is not only the geographic center of Indo-
nesia but also its spiritual/philosophic core. 
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v Economy and Business:
• Rubber Subsidies

President Joko “Jokowi” Widodo ordered the public works minis-
try to buy rubber directly from farmers and cooperatives to help 
prop up local prices, a statement from the Cabinet Secretariat 
said on Monday.  Jokowi said the ministry will start buying rub-
ber from farmers in December, and the commodity will be used 
as mixing material for asphalt, according to the statement.  The 
move aims to help the local price of rubber, which is currently 
around Rp 6,000 (41 US cents) per kilogram. The president has 
proposed that the ministry buy from farmers at between Rp 
7,500 and Rp 8,000 per kilogram.  “Soon, especially in South 
Sumatra, rubber will be bought by the Ministry of Public Works 
and Housing. If there’s an opportunity to raise prices [higher 
than what has been proposed], we will announce that,” Jokowi 
said in the statement. (Jakarta Globe)

• Gasoline Subsidies
The government will compensate Pertamina up to $1.3 billion 
for fuel sales costs in 2017, in addition to subsidies, for keep-
ing domestic prices steady, a senior official at the state energy 
firm said on Wednesday.  President Joko “Jokowi” Widodo has 
promised to freeze some consumer fuel and electricity prices 
ahead of the next year’s presidential and legislative elections, 
despite climbing global oil prices and the rupiah’s depreciation. 
Jokowi raised subsidies for diesel fuel fourfold to Rp 2,000 (13 
US cents) a liter this year to keep prices unchanged, but made 
Pertamina shoulder the losses of keeping prices of RON 88 
gasoline steady.

Under the president’s order, Pertamina must also sell fuel at 
the same prices across the country, which meant more costs 
for the company.  These state policies have dented Pertami-
na’s finances and cut its means of spending on much-needed 
infrastructure.  The estimated costs Pertamina can claim from 
the government reached $1.2 billion to $1.3 billion from sales in 
2017, on top of subsidies, Pahala said at a news conference.
“Our costs are temporary, there will be repayment,” he said, 
adding that he is expecting the government to also cover Per-
tamina’s 2018 costs. (Jakarta Globe)

• Growth Falls Short
Bank Indonesia deputy governor Dody Budi Waluyo announced 
on Wednesday that this year’s economic growth would likely be 
5.1 percent, lower than the 2018 state budget estimate of 5.4 
percent.   “BI’s estimate is 5.1 percent this year,” said Dody as 
quoted by kontan.co.id when speaking as a keynote speaker at 
the Core Economic Outlook in Jakarta on Wednesday, adding 
that growth in the fourth quarter would be 5.17 percent, similar 
to growth in the previous quarter.  The Finance Ministry revised 
the 2018 economic growth estimate in July to 5.2 percent.  
Dody stressed that the figure was only an estimate and the 
official figure would be announced late November after the BI 
board of governors’ meeting. (The Jakarta Post)

• Change to Negative Investment List- Not So Fast
In the face of a widening current account deficit, reduced 
foreign direct investment, and slumping currency, Coordinating 
Economic Affairs Minister Darmin Nasution announced a plan 
last week to revise the country’s so-called negative invest-
ment list as part of the current administration’s 16th economic 
policy package.  Under the plan, the government will permit 
full foreign ownership in 25 industries to attract more overseas 
investment and prop up a weakening rupiah. President Jokowi 
has not signed off on the implementing regulations, and it looks 
like it will revised in light of sharp criticism from Indonesia’s 
private sector. 

The country’s current-account deficit widened to $8.8 billion, 
or 3.7 percent of gross domestic product in the third quarter 
this year – its biggest since the second quarter of 2014 – from 
$8 billion, or 3.02 percent of GDP, in the second quarter.   The 
government currently sets different maximum limits on foreign 
direct investment in the 25 industries, which include oil and 
gas construction, power plants with a capacity of more than 10 
megawatts, fixed and mobile telecommunication networks and 
content services, internet service providers, internet telephony 
services for public purposes and internet interconnection ser-
vices. Foreigners are not allowed to have 100 percent owner-
ship of companies in these industries to protect local players. 
Besides removing foreign ownership caps on the 25 indus-
tries, the government also plans to fully open several sectors, 
including surveying services, leasing of construction machinery 
and leasing of other machinery, such as for power plants and 
textile, metalwork or woodwork processing, which are off limits 
to foreigners.  There are also sectors currently restricted to 
small and medium enterprises, such as fabric printing services, 
and stripping and cleaning of tubers, which will be fully opened. 
Meanwhile, internet- or postal-based retail trade services will 
not require partnerships with local entities anymore. Sectors 
that will no longer require special recommendations are the 
cigarette industry, including clove cigarettes, wood processing 
operations such as wood-pellet, paper, pulp, plywood, veneer 
and wood-chip factories, and medical equipment, including 
producers of surgical masks, syringes and high-tech equipment 
such as CT scanners and MRI machines. This applies to both 
domestic and foreign investment. To take advantage of the new 
rules, foreigners must invest the equivalent of Rp 10 billion 
($690,000), which the government feels is reasonable to pro-
tect small businesses against overseas rivals. 

The government apparently did not consult with the main busi-
ness associations and they raised many objections.  Hariyadi 
Sukamdani, chairman of the Indonesian Employers Association 
(Apindo) – an influential business lobby – said the government 
had done little to inform its members about the plan and that 
the organization was not asked for any input. “Overall, it is also 
not really urgent” to revise the negative investment list for for-
eigners, said the businessman, who also leads the Sahid Group, 
a local hospitality chain. He added that tax incentives are more 
likely to lure foreign investors.

Minister Nasution appeared sympathetic but reiterated the 
reasons behind the policy:  “Because there are many [sectors] 
on the list, we have to explain it one by one. This is not about 
winning or losing, it is about sharing. If you have ideas, give 
it to us and let’s discuss it, so we can review it,” he said.  “At 
present, the current-account deficit has not yet improved. 
Under the current conditions, it is unlikely to get any narrower,” 
the minister said. On 11/28 President Jokowi, who has been 
criticized for “bowing” to foreign interests, promised to keep 
micro, small and medium enterprises (MSMEs) on new negative 
investment list (DNI) that will be finalized soon.

• Jokowi Presses for Less Regulations
President Joko “Jokowi” Widodo once again warned ministers 
and local government leaders on Tuesday not to excessively is-
sue regulations. “With global changes happening so rapidly, we 
need policies that allow us to make quick decisions, not issue 
more regulations,” Jokowi said in Jakarta during Bank Indone-
sia’s (BI) annual gathering. Jokowi expressed his desire to have 
a government that can swiftly tackle challenges like startup 
companies, which have been able to experience accelerated 
growth despite a lack of clear regulations.  “There are a lot of 
what they would call companies without rules. I also want [a] 
government without many rules,” Jokowi said. He went on to 
say that too many regulations would hinder the government’s 
response to the latest developments.
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v Foreign Affairs/US Indonesia Relations:
• Jokowi Anticipates Little from G20

“The global economy at present is potential to be hit by uncer-
tainty,” President Jokowi said in a national leadership meeting 
of the Indonesian Chamber of Commerce and Industry (Kadin) 
in Solo, Central Java on Wednesday. He said the recent sum-
mit meeting of the Asia Pacific Economic Cooperation (APEC) 
showed that there has not been signs that trade war between 
the United States and China is about to end. The United States 
and China are yet to meet again in the G20 summit conference, 
but Jokowi said he did not expect much from the meeting. (He 
is not attending). It is still difficult to bring the two countries 
to a compromise, Jokowi said.  However, Jokowi said, the trade 
war also opens new opportunity. “According to Kadin and Himpi 
many foreign investors planned to relocate their factories to 
ASEAN including Indonesia,” he said.  (Antara)

• Pence Meets Jokowi
The Vice President met 1/15 with President Joko Widodo of In-
donesia to reaffirm the United States-Indonesia Strategic Part-

nership. The Vice President conveyed 
condolences for the victims and fam-
ilies of those affected by the recent 
earthquake and tsunami in Sulawesi, 
Indonesia; the United States contrib-
uted almost $12 million in disaster 
assistance for relief efforts. The Vice 
President congratulated Indonesia 
on its selection to the United Nations 
Security Council in 2019. The two 
heads of delegation agreed to strengthen cooperation across 
security and economic issues, including maintaining the North 
Korea pressure campaign, upholding freedom of navigation in 
the South China Sea, improving the humanitarian situation for 
the Rohingya, and increasing two way trade. They agreed to 
promote shared principles, values, and norms for a free and 
open Indo-Pacific based on Association of Southeast Asian Na-
tions (ASEAN) centrality, and looked forward to celebrating the 
70th anniversary of bilateral ties in 2019. (US Embassy)

v Social/Culture/Education:
• Trade Surplus for the Smelly Durian

The fact that Indonesia has been 
a net importer of durian for 
nearly a decade could ignite a 
nationalism-fueled debate in this 
campaign season. Fortunately, 
Indonesians may just be spared 
such an unfruitful wrangle after 
recent government statistics 
showed that the country is now 
shipping more of the fruit abroad 

than it is bringing in, setting it on a course to see its first du-
rian surplus in nine years.  “Exports of durian from January to 
September 2018 increased to 1,084 metric tons, while 351 tons 
were imported. So the surplus was 733 tons,” Suwandi, director 
general of horticulture at the Ministry of Agriculture said on 
Monday, citing Central Statistics Agency (BPS) data. The coun-
try recorded a 524-ton deficit last year. (Jakarta Globe)

• Report Heresy Via a Smart App
A new Indonesian government app that lets the public report 

suspected cases of religious heresy is drawing fire as rights 
groups warn it could aggravate persecution of minorities in the 
world’s biggest Muslim-majority nation.  Users of the app can 
report groups practicing unrecognized faiths or unorthodox 
interpretations of Indonesia’s six officially recognized religions, 
including Islam, Hinduism, Christianity and Buddhism. 
“Smart Pakem”, which was launched Sunday and is available 
for free in the Google Play store, was created by the Jakarta 
Prosecutor’s Office, which said it would help educate the public 
and modernize the current reporting process.
The app will also list religious edicts and blacklisted organiza-
tions and will allow users to file complaints instantaneously, 
instead going through the often cumbersome process of sub-
mitting a written accusation to a government office.
“The objective...is to provide easier access to information about 
the spread of beliefs in Indonesia, to educate the public and 
to prevent them from following doctrines from an individual 
or a group that are not in line with the regulations,” Nirwan 
Nawawi, a spokesman for the prosecutor’s office, told AFP in a 
statement. “This is going from bad to worse -- another danger-
ous step to discriminate religious minorities in Indonesia,” said 
Human Rights Watch researcher Andreas Harsono.  (France 24)

v Politics, Law and Security: 
• Candidate Prabowo Speaks About Tolerance

Seeking, perhaps, to improve his image as not beholden to 
Muslim hardliners, Presidential candidate Prabowo Subianto 
promoted Indonesia as a safe destination to the Singaporean 
business community on Tuesday, claiming it is a moderate 
Muslim nation despite recent developments that might suggest 
otherwise.“I am sure the majority of Muslims in Indonesia are 
moderate,” Prabowo said in his keynote speech at the World 
2019 gala dinner organized by The Economist in Singapore 
on Tuesday evening.  Prabowo explained that a lot of ulema 
had been labeled radical even though most of them condemn 
radicalism and teach peace.“They are so tired of being accused 
of [being in a] radical political group, but this should be the 
responsibility of the country’s leader: to educate the people 
and embrace the ulema so they won’t turn radical,” said the 
Gerindra Party chairman.  “But I am optimistic because I saw a 
lot of religious leaders in Indonesia condemning radicalism and 
Islamic teaching has emphasized this.” Political communications 
observer Hendri Satrio of Paramadina University in Jakarta said 
Prabowo aimed to paint himself as a moderate leader while 

insinuating that the current administration led by his rival 
President Joko “Jokowi” Widodo had failed to maintain religious 
harmony. “He wants to show that he is open to all Muslim 
groups, that he is different from Jokowi because he will be able 
to embrace both conservative and moderate Muslims,” he said.
Jokowi has been using similar rhetoric, particularly in global 
forums, he said. (Jakarta Post)

• Graftbusters
The Corruption Eradication Commission (KPK) has apprehend-
ed a judge and other court clerks in South Jakarta for alleged 
bribery.  At least six individuals were apprehended during an 
operation launched by graft busters from Tuesday night to 
Wednesday early morning, KPK spokesman Febri Diansyah said. 
“The arrest was related to a case handled in the South Jakarta 
District Court,” the spokesman said on Wednesday.  However, 
he refused to disclose the identity of the apprehended individ-
uals, as they are still undergoing further questioning.  Inves-
tigators also seized money amounting to at least S$45,000 
(US$32,654) during the operation.



OUTLOOK INDONESIA       MONTHLY UPDATE- PAGE 4

v Charts:

Outlook Indonesia: Weekly Update is published by the American Indonesian Chamber of Commerce, All Rights Reserved, 
Editor: Wayne Forrest, 521 5th Avenue, Suite 1700, New York, NY 10175  (212) 687-4505 email: director@aiccusa.org

Dollar in Rupiah

Jakarta Stock Exchange Index

Inflation


