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v Issue To Watch: Rays of Hope
Commentary by Wayne Forrest

We’re close to America’s Independence Day, typically a time of public celebrations, parties, 
and mass gatherings.   Of course, this year these events honoring the birth of our democ-
racy are severely hampered by the pandemic.  Indonesia modeled its Republic on ours, but 
only in part.  After starting as a federal republic, Indonesia rejected it in favor of a unitary 
state, ascribing most powers to the central government.  Further along in its history (late 
1950’s) it jettisoned important democratic institutions, such as press freedom, free elec-
tions and term limits, rule of law, separation of powers, and open political parties.  After 
1998, free speech returned, the nation rebooted, and began returning to its democratic 
roots. Its democracy remains a work in progress but clearly much has been accomplished 
that would make the Founders proud.   Though Indonesia is still a unitary state, a few el-
ements of federalism crept in through a series of decentralization laws and direct elections 
of provincial and regional leaders.  But, the essential core remains a centralized bureau-
cracy, budget authority, security apparatus and judicial system.   For example, unlike the 
US, Indonesia has one police academy for the whole country.   Similarly, local taxation 
is extremely limited, the courts are centrally managed,  and there is basically one health 
bureaucracy for the entire nation. 

Perhaps these differences partially explain why Indonesia, with about the same population 
as the US (267 million vs 332 million) as well as the same starting date for the appearance 
of COVID-19 cases (late February),  has not been affected as drastically.   It is remarkable 
that the US had about as many new COVID-19 cases on July 1 (54,357) as Indonesia has had 
since the beginning of the pandemic, 60,695.   The differences in deaths is just as striking: 
US (128,783) vs Indonesia (3036).   It does seem at times here in the US that we have 50 
republics each with their own approach to the pandemic; Indonesia basically has one, with 
some local variations. Certainly, Indonesia hasn’t been perfect in its approach and the rate 
of infections continues to steadily grow. But, the growth rate, unlike ours, is modest and 
arithmetic, hovering around 15% on a 7-day average.  I am not suggesting the US become 
a unitary republic, but we’re going to need more of a top down approach like Indonesia’s 
now and in the future if we are going to handle this enormous public health challenge from 
an adversary that sees no borders. 

Other rays of hope can be detected and celebrated on this auspicious day:
• Relocations:   In a variation of “If you build it, he will come”, the other worldly 
voice in Kevin Costner’s head in “Field of Dreams”,  Indonesia has allocated land on the 
north coast of Central Java for an industrial estate in Batang catering to “refugees” from 
China.  Although there hasn’t been public confirmation yet, apparently 7 companies, repre-
senting $38 billion in investment, have decided to move production facilities to the yet-to-
be-completely estate.  President Jokowi traveled to Batang last week and appeared quite 
determined to go beyond this group to gain as many of a projected 112 exiting companies 
as possible.  The wise deputy chair of Indonesia’s Chamber of Commerce, Shinta Kamdani, 
warned against complacency: “This is a great development for Indonesia as we’ve been 
waiting for foreign investment to arrive in our country. We have to realize these [invest-
ment] commitments”.  I would add that the President should expend the large amount of 
political capital he has earned and push through reforms to the archaic labor law, currently 
stalled because of resistance in his own party.  Along with several other key hurdles, this 
law has stymied investment in labor-intensive industries.    
• Mining Law Revision: Approved in May, the new Mining Law, appears to be have 
solved a dilemma for local coal companies whose Contracts of Work were about to expire 
but appears to give more security to new foreign entrants.  The new law, technically an 
amendment to the 2009 Mining Law, gives coal operators legal certainty as they conform 
to the 2009 provisions. Some provisions should be of help to foreign mining companies 
such as one that gives them 20 rather than 10 years in their initial license with legal cer-
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v Economy and Business:

• BI Won’t Buy Zero Coupon Bonds

The government has stated it will not sell sovereign debt papers 
with a zero coupon rate to Bank Indonesia (BI) as part of its ef-
forts to close the widening state budget deficit despite pressure 
from lawmakers to do so.

Finance Minister Sri Mulyani Indrawati said the government and 
the central bank were still discussing instruments that could be 
used to step up the country’s response to the pandemic, adding 
that this did not include zero-coupon bonds.

The instruments would have to allow BI to “share the burden, 
but in the medium [and] long term we still continue to maintain 
the credibility of fiscal and monetary authorities in managing 
macroeconomic discipline in Indonesia,” Sri Mulyani said as 
quoted by Reuters June 23.  (Jakarta Post)

• Corporate Tax Rates Coming Done
Some of Indonesia’s listed companies will enjoy a lower income 
tax rate of 19 percent this year and next year, with a further 3 
percent cut starting in 2022 that would make the rate low-
er than Singapore’s corporate income tax rate, the Finance 
Ministry said last week.   The government has already lowered 
the income tax for companies to 22 percent last month as part 
of its stimulus package to ease the impact of the Covid-19 
pandemic to Indonesia’s economy.    The government said only 
listed companies with more than 40 percent free float — the 
proportion of the companies shares that the public can trade 
in the stock exchange — can enjoy the tax cut.  Also, those 
companies have to ensure that at least 300 separate parties 
own the companies shares — with ownership not exceeding 5 
percent each and not affiliated to each other nor the companies 
in question.

• Factory Relocations
Seven companies from Japan, South Korea, Taiwan, and the 
United States set to begin plant construction at Batang industri-
al estate (just west of Semarang on the north coast of Central 
Java) with a total investment of $850 million, as Indonesia fi-
nally reap some benefit from multinational companies relocation 
from China.  These companies are part of a growing number 
of multinational corporations seeking to move out of China to 
strengthen their supply chain amid growing tension between 
China and the United States, higher wages in China, and se-

vere disruption brought by the Covid-19 pandemic.  Last year, 
President Joko “Jokowi” Widodo saw 33 companies ignored 
Indonesia and moved their factories to the neighboring coun-
tries. Since then, he has vowed not to miss such an opportunity 
again.

Among the seven companies that were relocating their facto-
ries from China to Batang was South Korean electronic giant 
LG Electronics, CDS Asia, the subsidiary Alpan Lighting, a 
solar-powered garden lights manufacturer from the US. Three 
Japanese firms were also moving their plant to Batang, in-
cluding electronic component manufacturer Sagami Electric, 
automotive parts maker Denso, and electronics giant Panasonic.
Audio and video equipment maker Meiloon and tire maker Ken-
da Tire, both from Taiwan, are also joining the moves. (Jakarta 
Globe) (Editor’s Note: these relocations have not been inde-
pendently confirmed by the companies themselves.  Ground 
only recently was broken on the Batang Industrial Estate.)

• IMF Predicts 2020 Economic Contraction
The International Monetary Fund has cut its projection for the 
Indonesian economy while predicting the global economy would 
slump into a deeper recession this year.  The IMF now says the 
largest economy in Southeast Asia would shrink by 0.3 percent 
in 2020, before rebounding to a 6.1 percent growth in 2021. 
The world economy is likely to see a 4.9 percent contraction 
this year, the IMF said, 1.9 percent lower than its April projec-
tion.  The global economy would enter a U-shaped recovery 
with a 5.4 percent expansion in 2021, according to the Fund.

• World Bank Upgrades Indonesia to Upper Mid-
dle Income
July 1, the World Bank had upgraded Indonesia’s status from a 
middle-income country into an upper-middle income country, 
a decision based on the WB’s assessment on Indonesia’s 2019 
GNI per capita from USD3,840 to USD4,050. This classification 
is not only used as an internal reference for the World Bank 
but is also used by international organizations as operational 
guidelines. These classifications are also used as a reference 
for a country’s qualification to use certain products and facili-
ties provided by the World Bank, which includes loan pricing.  
Indonesia’s Finance Ministry reacted with the following state-
ment: The ministry’s head of communication and information 
bureau, Rahayu Puspasari, said that the country’s economic 
security is what the government always tried to maintain for 
the past several years.  “This is the result of the hard work by 
members of society and the Indonesian government is pushing 
for an inclusive economic growth that also has the quality and 
is sustainable.”

• State Banks to Disburse $6 Billion in Small 
Business Loans
The State-Owned Banks Association (Himbara) has expressed 
optimism that its bank members can disburse up to Rp 90 
trillion (US$6.32 billion) in loans to help small businesses to 
recover from the severe economic impact of the COVID-19 
pandemic.  Himbara chairman and Bank Rakyat Indonesia 
(BRI) president director Sunarso said on Wednesday the banks 
were ready and committed to expand their loan disbursements 
to three times the amount of funding placed by the govern-
ment as part of its national economic recovery program. The 
four Himbara members comprise BRI, Bank Negara Indonesia 
(BNI), Bank Tabungan Negara (BTN) and Bank Mandiri. “We 
will prioritize the disbursement to the micro, small and medium 
enterprises [MSMEs] segment in several sectors like food and 
distribution, tourism, transportation, housing and construction,” 
Sunarso said during a live-streamed press briefing in Jakarta.
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v Foreign Affairs/US Indonesia Relations:

• RCEP
Indonesia and 14 other negotiating countries agreed June 23 to 
sign the Regional Comprehensive Economic Partnership (RCEP) 
this year to help their economies recover from the pandemic-in-
duced downturn. The deal, is expected to be signed in Novem-
ber, will create one of the world’s largest economic blocs, as 
the negotiating countries account for 30 percent of global GDP. 
Currently, RCEP includes the 10 ASEAN member states, China, 
Japan, South Korea, Australia and New Zealand, and is hoping 
to persuade India to join.  RCEP gained momentum when thre 
leadership of both US political parties backed away from the 
(TPP) Trans Pacific Partnership in 2016, during the Presidential 
campaign. 

• ASEAN Pushes Back on Chinese Sea Claims
Southeast Asian leaders said a 1982 UN oceans treaty should 
be the basis of sovereign rights and entitlements in the South 

China Sea, in one of their strongest remarks opposing Chi-
na’s claim to virtually the entire disputed waters on historical 
grounds.  The leaders of the Association of Southeast Asian 
Nations (Asean) took the position in a statement issued by Viet-
nam on behalf of the 10-country bloc on Saturday. Asean lead-
ers held their annual summit by video call on Friday, with the 
coronavirus pandemic and the long-running territorial disputes 
high on the agenda.  The Asean statement said: “We reaffirmed 
that the 1982 UNCLOS is the basis for determining maritime 
entitlements, sovereign rights, jurisdiction and legitimate inter-
ests over maritime zones.” (The Guardian)

v Social/Culture/Education:
• Super Chef Gordan Ramsay in West Sumatra

On June 28th, National Geographic aired the first episode of the 
second season of “Gordon Ramsay: Uncharted”, filmed on lo-
cation in the West Sumatran highlands around Bukittinggi. In it 
Ramsey had a cook-off with the 72 year old legendary Indone-
sian chef William Wongso.   Each made a version of the region’s 
signature dish, rendang.  Although Ramsey, a Michelin rated 
British chef,  had difficulty pronouncing it, his rendang was a 
hit with the local governor and his family. Of Indonesian cuisine 
Ramsay said: “Until you come here, you don’t understand how 
individual it is — understand that there are over 200 variations 
of rendang [...] — and how everything is localized. We don’t 
have dishes like that in the UK. We have Lancashire hotpot up 
north but then we don’t have 20 versions of it.” 

• Baby Boom Worries Indonesia
Indonesian authorities believe there could be 400,000 more 
births than usual next year as lockdowns keep couples at home 
and cut access to contraception, prompting fears of an increase 
in abortions and stunting of children in poorer families. Contra-
ception use has “dropped drastically” since the pandemic took 
hold across the sprawling archipelago in early March, Hasto 
Wardoyo, head of Indonesia’s national population and family 
planning board, told AFP.

Health authorities are worried increasing numbers of expectant 
parents will turn to abortions and push up maternal mortality 
rates.

“We’re also worried about stunting -- not all families can afford 
proper nutrition,” he said.

v Politics, Law and Security: 
• Important Indictment

The Secretary to the Supreme Court is thought to be one of 
the most potentially lucrative civil service positions one can 
home as it controls the flow of cases, the financial affairs of 
district and appeals courts and most importantly, the transfers 
and promotions of lower court judges.  After a six year inves-
tigation an indictment has been handed down in the case of 
Nurhadi Abdurrahman, 63, who stepped down from the job in 
2016 after the Anti-Corruption Commission (KPK) found 1.7 
billion rupiah (US$119,800) stashed in his home.  On June 
2, according to Asia Times reporting, he and his son-in-law 
were  indicted for allegedly accepting 46 billion rupiah ($3.2 

million) in bribes in three Supreme Court cases alone during 
his five-year term. Investigators have indicated that further 
money-laundering charges may be pending. Nurhadi is thought 
to have been an important part of the “judicial mafia”, a term 
coined to represent the rampant abuses in Indonesia’s court 
system.  If convicted, Nurhadi would be a rare victory at the 
Supreme Court level for the Anti-Corruption Commission (KPK); 
its judicial system successes have usually been at lower levels. 
(Asia Times)
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tainty over the life of their mine, if they integrate processing with production and divest.

• World Bank Milestone: Indonesia is now classified as an upper middle-income nation, based on its higher per capita 
income now above $4,000, an achievement that should not be underestimated. 
• Tax Rates: Indonesia announced corporate tax reductions for listed companies that could go as low as 16% which would 
be lower than Singapore’s 
• Judicial Mafia Indictment:  One of the highest figures in the highly centralized judicial system, Nurhaddin Abdurrahman, 
former secretary of the Supreme Court, was indicted for corruption.  His position allowed wide control over case scheduling, finan-
cial affairs of appeals and district courts, as well as judicial promotions.  The cash and material possessions found at his home in a 
2016 KPK raid far outstripped his salary. 
• China Pushback: ASEAN issued one of its strongest statements on China’s militarization of the South China Sea at its 
annual summit.  This can help Indonesia navigate the growing number of land mines in the US-China relationship.
• Super Chef Visits Indonesia:  British chef Gordan Ramsay visited West Sumatra to shoot an episode of his National Geo-
graphic program “Unchartered”.  Ramsay highlighted the culinary wonders of the region’s signature dish, rendang, (slow-cooked 
beef in coconut milk) and paid respect to one of Indonesia’s greatest chef’s, William Wongso. 

Have a happy fourth.  Keep on the sunny side !

(The views represented her are the author’s and do not necessarily reflect those of the American Indonesian Chamber of Com-


