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Things can come suddenly in Indonesia.  If you haven’t been observing Indonesia closely 
since President Jokowi was reelected with a solid mandate in April, you might think that 
things would be going well for him leading up to his October 20 inauguration. But you 
would be wrong, the reformed-minded President is facing an existential challenge from 
those unhappy with moves they see as counter to democracy and reform.  Behind them 
are groups with less pure motives, some could be threatening to unseat him. 

In the past week, Indonesia has been witnessing its largest student movement since that 
of 1998, which brought down then-President Soeharto. The student protests in Jakarta 
and other cities (also joined by workers and activists) are centered around 2 pieces of 
legislation created by the outgoing Parliament (term ended September 30): a new crimi-
nal code and a revised law on the anti-corruption commission(KPK). However, protesters 
are also demanding changes to the proposed labor law, land, cyber-security and minerals 
bill; requesting legislators pass a bill on sexual violence; ban army and police officers from 
holding civilian offices; end militarism in Papua as well as forest fires; resolve past hu-
man rights violations cases; and remove recently appointed KPK commissioners deemed 
unqualified.    Over 500 protesters in Jakarta accused of rioting were arrested Monday and 
several hundred were treated for injuries after police fired tear gas to disperse them. (all 
but 11 were eventually released).  The students main message is preserve reformasi, the 
clarion call of the 1998 generation that ushered in democratic reforms, free speech, and 
many civil society groups.  They accuse President Jokowi of restoring features of the New 
Order such as: criminalizing “insulting” the President, bringing back the military’s role in 
civilian affairs (dwifungsi) as well as undermining the independence and prosecutorial pow-
ers of the anti corruption commission. The proposed criminal code outlaws extra marital 
sex.  In the midst of all this Indonesia has been hit with a bout of peat fires that seem to 
come every 5 years with El Nino’s drought, violent riots in Papua, as well as a frank report 
from the World Bank predicting recession if Indonesia does not make more fundamental 
changes to its climate for direct foreign investment. Oh, and there is a new Cabinet that 
needs to be chosen by October 20, the date of the inauguration of President Jokowi’s sec-
ond term.  With all these issues, one can understand why Jokowi asked Vice President Kalla 
to represent Indonesia at last week’s UN General Assembly. 

Unlike 1998, the protests are not yet a direct threat to the regime but do pose an existen-
tial challenge to President Jokowi.  He may try to avoid the choice between siding with the 
students in the streets or supporting elements of the political and business elite that want 
the protections inherent in all the proposed legislation.  To his credit, President Jokowi 
has slowed the process of adopting several controversial bills which will now be reviewed 
by the new Parliament, perhaps in a revised form.  At a convening of some of Indonesia’s 
most popular social, business, cultural and political leaders he strongly pronounced his 
commitment to free speech and democracy.  He also signaled he may issue a decree-
in-lieu-of-law to revoke the already passed bill altering the anti-corruption commission.  
Supporters say his seemingly anti-democratic moves are a defense against the growing 
influence of Wahabbi Islam and its threat to a pluralistic nation.  

In Indonesia protests often have a mixed message and may not be as pure as they 
seem.  Several times since the 2014 election of President Jokowi street protests that were 
supposed to be about a certain issue were co-opted by those seeking to undermine the 
President and even unseat him.  The “212 Movement” of 2016, in which up to a million 
people gathered to defend Islam, was also a direct challenge to Jokowi’s leadership. Some  
right wing Islamic leaders (many of whom later supported the 2019 candidacy of President 
Soeharto’s son-in-law, Prabowo Subianto) called for his impeachment.  Contacts in Jakarta 
report those elements remain and may be responsible for the violence that marred the oth-
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v Economy and Business:
• OSS Implementation Issue

A year after the implementation of an integrated online single 
submission (OSS) system for business licensing, businesspeople 
claim they have yet to benefit from the system as it is just as or 
even more complicated than the old one and costs more.  Indo-
nesian Employers Association (Apindo) public policy chairman 
Sutrisno Iwantono said on Thursday that many business owners 
were still facing layered and complex procedures despite the 
existence of the online single submission OSS system, which 
was supposed to integrate more licenses to upgrade the older 
one stop service. “MSMEs [micros, small and medium enterpris-
es], for instance, must spend [extra] to follow the procedures,” 
he said at a seminar held by the Regional Autonomy Watch 
(KPPOD) in Jakarta. Despite the unsatisfying outcome, the In-
vestment Coordinating Board (BKPM) is still optimistic about the 
system. Hence, it is planning to launch the newest version, OSS 
1.1, which is considered an upgrade of the current system.

• Private Data Won’t Be Localized
The government has canceled its plan to force private sec-
tor actors to store data onshore so as to ensure a favorable 
business climate for the burgeoning digital economy but is still 
looking at measures to ensure Indonesians’ data is secure.
Only public institutions will be required to store data onshore, 
while private firms like Google and Facebook can store their 
data overseas with an obligation to register their business with 
the Communications and Information Ministry, according to a 
ministry document seen by The Jakarta Post.  The ministry’s 
Information Applications Director General Semuel Abrijani 
Pangerapan said requiring tech companies to store their data 
in Indonesia was much the same as preventing them from 
doing business in the country.  “We [the government] cannot 
oblige them to localize their data, but we can require them to 
ensure that our [Indonesians’] data is protected and secured.”  
Strategic data managed by private sector actors will also be 
required to be connected to the National Data Center run by 
the National Cyber and Encryption Agency (BSSN). In the event 
of a national security breach, companies managing the data 
will need to grant access to the government. Tech giants from 
Google Cloud, Amazon Web Services (AWS) and Alibaba Cloud 
to Microsoft had expressed commitments to invest in cloud 
regions and data centers in Indonesia, he added.  In separate 
reporting, Microsoft Asia regional director for corporate, exter-
nal and legal affairs Sunny Park said there had been a lot of 
misunderstanding about what data localization actually was and 
why the government needed it.  “Data localization should look 
more upon who has access to it, instead of where the data is 
located.” (This has been a key lobbying point for AICC. Indo-
nesia, and it implemented its onshore data plans, would have 
added unnecessary costs and burdens in almost every business 
sector.)

• Indonesia’s Faces Possible Recession: World 
Bank Report
Indonesia’s economy, which has been growing steadily at 
around 5.3 percent per year on average since the start of the 
millennium, could be dragged down as it faces downside risks 
associated with the increasingly clouded outlook for the global 

environment, the World Bank has said. The assessment was 
one of many points discussed during a closed-door meeting 
between President Joko “Jokowi” Widodo and World Bank coun-
try director for Indonesia and Timor-Leste Rodrigo A. Chaves, 
among other officials, at Merdeka Palace last week.  Accord-
ing to the World Bank’s meeting material, a copy of which 
was obtained by The Jakarta Post, Indonesia’s gross domestic 
product (GDP) growth could slow to 4.9 percent next year and 
slide further to 4.6 percent in 2022 amid intensifying risks such 
as the escalating trade war between the United States and 
China.“Growth in Indonesia has been slowing and will weaken 
further with the global slowdown – a global recession would 
be damaging,” one of its slides read. The World Bank’s bleak 
outlook, it explained, was driven by weak productivity and slow-
ing workforce growth, while lower commodity prices due to the 
global economic slowdown would also further hurt the econo-
my, according to the meeting’s materials.  With downside risks 
increasing, Indonesia could be susceptible to another episode 
of capital outflows, which would weaken the rupiah and drive 
up Indonesia’s debt paper yields. “Indonesia will suffer because 
portfolio capital finances the current account deficit [CAD],” it 
said. However, it continued by saying that instead of focusing 
on improving the CAD – an indicator widely blamed for the 
rupiah’s depreciation last year – the government should redirect 
its efforts to improve the investment climate to attract more 
foreign direct investment (FDI). “The main recommendation 
to the Indonesian government is that in the current environ-
ment, the best way to protect Indonesia is by financing the CAD 
through FDI as opposed to portfolio inflows,” Chaves said after 
the meeting with Jokowi.

• Investment Relocation from China: Not Yet
An uncomfortable statement in the World Bank report reads: 
“Businesses are moving out of China but are not coming to 
Indonesia because Indonesia’s neighbors are more welcoming.”   
Furthermore, “Between June and August 2019, 33 Chinese 
companies announced plans to set up or expand production 
abroad, of which 23 are going to Vietnam and the remaining 
10 to Cambodia, India, Malaysia, Mexico, Serbia and Thailand.  
Moving factories from China to Indonesia is risky, complicated 
and would take at least one year if not more, while the process 
is certain and much shorter in Vietnam, Thailand, Malaysia, 
Singapore and Taiwan.”

• 2020 Budget Passed
The House of Representative passed the 2020 state budget 
bill into law during a plenary meeting on 9/24. Finance Min-
ister Sri Mulyani Indrawati said that the 2020 state budget 
would focus on human capital and social security development, 
infrastructure development, fiscal incentives for research and 
development, village and regional funds procurement and 
the strengthening of university endowments. “The 2020 fiscal 
policy will be prioritized for stimulating economic growth to be 
above 5 percent and maintaining development achievements 
such as poverty reduction, employment and equal distribution 
in the economy,” Sri Mulyani said at the House on Tuesday.  In 
the 2020 state budget, the government and the House agreed 
to set the budget deficit at Rp 307.2 trillion (US$21.8 billion), 
equal to 1.76 percent of gross domestic product (GDP). (JP)

erwise peaceful protests around the country. Its not clear why Jokowi let the controversial bills proceed.  Was his attention focused 
elsewhere ?  Whatever the case, Jokowi now appears weakened without a clear path forward. This is a concern for those who want 
to see Indonesia implement structural economic reforms that focus on the direct investment needed to reinvigorate the manufac-
turing sector so necessary to absorb the underemployed, maximize its natural resources sustainably, and decrease its reliance on 
portfolio investment. He will likely attempt to accommodate all elements as has usually been his way, but in the end I fear some-
thing will have been lost, the energy for innovative change that the President often speaks about that many, myself included, hoped 
he could bring into his second term. Another 5 years of lukewarm 5% growth may be ahead. 

(The writer’s opinions do not necessarily reflect those of the American Indonesian Chamber of Commerce or its members)
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v Foreign Affairs/US Indonesia Relations:
• Ross To Visit Indonesia

United States Secretary of Commerce Wilbur Ross will lead 
a Business Delegation to the Indo-Pacific Business Forum in 
Bangkok, Thailand and subsequently to Indonesia and Viet-
nam from November 3-8, 2019. This mission supports Presi-
dent Trump’s goals of accelerating U.S. commercial activity in 
the region, supporting job-creating export opportunities for 
U.S companies, and meeting the region’s needs for economic 
growth and development.  This mission will demonstrate the 
United States’ commitment to sustained economic partnerships 
in Thailand, Indonesia and Vietnam. Ross will be in Indonesia 
November 5-6. 

• Secretary of State Pompeo Offers Condolences 
on Passing of President Habibie 

“On behalf of the Government of the United States, I want 
to convey my deepest condolences to former President B.J. 
Habibie’s family and the people of Indonesia on his passing.  
President Habibie led his country and people through a key 

period of Indonesia’s remarkable democratic transition, and 
made lasting contributions to Indonesia’s economic develop-
ment, including through his commitment to promoting science 
and technology.  In this time of mourning, please accept our 
deepest sympathy and reassurances that the United States will 
long remember President Habibie’s friendship and his dedication 
to his country.”  For decades Habibie was Indonesia’s leading 
technologist, recruited by President Soeharto to return from an 
executive position at Messerschmidt in Germany to build a local 
aircraft industry. 

v Social/Culture/Education:
• New World Heritage Site

A historic coal mine in Ombilin Sawahlunto, West Sumatra, that 
dates back to “Tempo Doeloe” times during the Dutch colonial 
era, was declared a world heritage site by Unesco in July.  “This 
is a big achievement for our country. It has been a long journey 
since 2001 [when we applied for the status] and it was final-
ly approved this year. The Education and Culture Ministry has 
worked really hard [to achieve this],” Febrian A. Ruddyard, the 
general director of multilateral cooperation at the Foreign Affairs 

Ministry, said on Sept. 16.  
He said the bestowal of 
the status is a victory for 
cultural diplomacy, helping 
to elevate Indonesia’s 
image in the international 
stage and show off the 
country’s long and unique 
history.

v Politics/Law/Security: 
• Jokowi Pressured to Change New Anti Corrup-

tion Law
Pressures are mounting on President Joko “Jokowi” Widodo to 
refrain from signing the amended law on the Corruption Eradi-
cation Commission, or KPK, which critics said could effectively 
paralyze the anti-graft agency.  But even without the presi-
dent’s signature, the amendment will still come into force within 
30 days since it was passed by a House of Representatives’ 
(DPR) plenary session last week, legal experts have suggested.
The amended law has come under fire because, among other 
things, it obliges the KPK to obtain a warrant before wiretap-
ping suspects. It has been widely known that wiretaps are 
the key behind most of KPK’s successful anti-graft busts.  The 
amendment was initiated by the House and had been discussed 
with the government in open hearings, resulting in mutual 
approval with some modifications from the government’s side. 
(Jakarta Globe)

• Democracy Backsliding
Is Indonesia’s much-lauded democracy backsliding? A growing 
number of observers agree that Indonesia is not a full democra-
cy, but instead has evolved into some other, more illiberal form 
of democratic government.  According to Australian National 
University (ANU) political scientists Edward Aspinall and Marcus 
Mietzner, Indonesia meets the requirements for an “elector-
al democracy”, which constitutes “the minimal level in the 
hierarchy of democratic polities”. But other important features 
of a full democracy, like protections for minorities, freedom of 
speech and freedom of organization have all eroded over the 
course of the Susilo Bambang Yudhoyono and Joko “Jokowi” 

Widodo presidencies. This year’s Indonesia Update conference 
at ANU bore the theme “From stagnation to regression? Indo-
nesian democracy after twenty years.”  “Political illiberalism, 
weakening party foundations and escalating sectarian polariza-
tion have significantly undermined Indonesia’s democratic qual-
ity. This trend, which began in the early 2010s, extended into 
the 2019 elections and was accelerated by them,” they argued.
Dan Slater of the University of Michigan saw the glass as half 
full as well. He argued that Indonesia should be lauded for hav-
ing avoided three of the four major pitfalls that a new democra-
cy often confronts: state failure, military takeover and electoral 
authoritarianism.  He said it was vital to appreciate that these 
threats “have all been successfully evaded and I expect those 
critical evasions to continue”.  Allen Hicken of the University of 
Michigan also emphasized that Indonesia had remained one of 
the healthiest democracies in the region. Slater warned, howev-
er, that Indonesia was still at risk of sliding into an increasingly 
illiberal democracy, and that illiberalism posed a serious threat 
to the quality of Indonesia’s democracy. (Jakarta Post)

• President’s Son/Former’s Daughter
President Joko “Jokowi” Widodo’s eldest son, Gibran Rakabu-
ming Raka, appears keen to follow in his father’s footsteps as 
he visited the Indonesian Democratic Party of Struggle (PDI-P) 
branch in Surakarta, Central Java, on Monday to apply for 
membership as part of his plan to run in the city’s mayoral 
election.  A party membership card (KTA) is one of the require-
ments to become a mayoral candidate in the city with party 
backing. Former President Megawati’s daughter Puan has been 
elected the new (and first female)  Speaker of the House (DPR). 
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