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In September President Jokowi had an eventful meeting with Rodrigo Chaves, the World 
Bank’s Country Director in Indonesia, who told him that out of 33 multinationals relocating 
production out of China due to its trade/tariff war with the US, 23 went to Vietnam, the 
rest to India, Thailand, Cambodia and none to Indonesia. He went on to describe Indo-
nesia’s vulnerability to global economic shocks and recommended job creating foreign in-
vestment as the primary means to balance its current account. That message seems to be 
getting through. Since then, the President has not only stepped up his rhetoric for econom-
ic reform, he has also backed plans by his Cabinet to overhaul tax laws, turn the negative 
investment list into a positive one, eliminate permits, streamline the bureaucracy, reduce 
trade deficits, and reverse some of the features of the labor law that negatively impacted 
manufacturing. On November 18th in NY, AICC helped organize a business forum initiated 
by the Consulate General of Indonesia in NY and several Indonesian banks, that featured 
presentations by two new Vice Ministers (Mahendra Siregar (foreign affairs) and Jerry 
Sambuaga(trade) Filled with optimistic statements (“US-Indonesia trade can be doubled 
in 5 years”, “our goal is to rank 50th in the World Bank’s ease of doing business ratings in 
3 years”) the presentations confirmed Indonesia’s agenda to implement more reforms to 
support manufacturing, and maintain and grow the US economic relationship, something 
that from Indonesia’s perspective cannot be easy, given our own government’s concerns 
over trade deficits.  Let’s examine these two imperatives, reforms and trade deficits, linked 
as they are by relocating investment from China. 

Vice Minister Siregar made the point that of all the countries that have a large trade deficit 
with US and currently undergoing scrutiny to maintain or lose trade benefits (GSP), Indo-
nesia is the only one actively reducing theirs.   I don’t know about you, but I have never 
understood the huge fuss over trade deficits.  If I buy 1,000 shirts from Indonesia, I get 
the shirts and my supplier gets dollars.  The transaction is balanced.  A goods deficit (I 
buy a lot more from you than you do from me.) is what gets talked about.  Its not neces-
sarily a bad thing as consumers get products that are not grown locally, such as coffee, 
spices, herbal remedies, or purchase them at a lower price because US wages are too high 
(garments, electronics, furniture). Indonesia could buy more goods and services from the 
US if it eliminated some barriers on agricultural products, open its services sector more to 
foreign investment, better handled intellectual property rights, reduced permitting for com-
ponents and lowered tariffs on luxury goods (including health care equipment).  However, 
changes to Indonesia’s domestic policies and legal system, which are crucially important, 
would only nominally alter the congenital deficit: Indonesia sells twice as much to the US 
as it buys primarily because it is a tropical country and the US is not.  Outside of Hawaii 
we can’t grow rubber, coffee, tea, spices, palm oil (major contributors to the deficit) which 
we buy in very large quantities. Indonesia can grow the acacia pine, the same one used as 
feedstock by North American paper companies, only in the tropics it takes 5 years to grow 
it and here 20.  Indonesia’s market for US products and services is growing along with its 
middle class but it will take time for Indonesia’s spending power to catch up and for US 
consumer goods companies to make a concerted effort to understand and tap the market. 
Of course, many have already done so and we learn of new ones all the time. One Indo-
nesian speaker at the November event, Fify Manon, CEO of PT Rifyo, described how after 
years of exporting office furniture to the US, she has now successfully opened a showroom 
in Jakarta for the iconic US office furniture brand Herman Miller.  

On December 5th AICC will host an event in NY with the Indonesian Investment Promo-
tion Center and Ernst & Young that will examine new investment and tax policies.   Some 
of these have been foreshadowed by statements from President Jokowi and senior minis-
ters.  Within the first few months of 2020 we expect some significant changes to the list of 
sectors open to foreign investment, centralized business licensing will finally be handled by 
BKPM, an easier process to obtain/maintain expatriate work permits, and lower corporate 
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v Economy and Business:
• Ahok Appointed Pertamina President Commis-

sioner
State-Owned Enterprises (SOEs) Minister Erick Thohir has 
confirmed that former Jakarta governor Basuki “Ahok” Tjahaja 
Purnama will be appointed as the new president commissioner 
of state-owned energy holding company Pertamina.  “Insya Al-
lah [God willing], [President Joko “Jokowi” Widodo] has decided 
that Pak Basuki will be the new Pertamina president commis-
sioner,” Erick told the press at the Presidential Palace on Friday.
He said Ahok would be accompanied by deputy minister Budi 
Gunadi Sadikin, who would be appointed as vice president 
commissioner in the company.  In addition, the business-
man-turned-bureaucrat will also appoint current cellular pro-
vider firm Telkomsel president director Emma Sri Martini as the 
new Pertamina finance director, replacing Pahala N. Mansury, 
who was named president director of state-owned lender Bank 
Tabungan Negara (BTN). (The Jakarta Post)  Editor’s Note: 
Ahok, Jokowi’s Vice Governor of Jakarta,  served a two year 
sentence after a highly controversial conviction for blasphemy. 
Thohir, a young businessman new to Cabinet, also recently 
removed 7 deputy ministers under him and has plans to replace 
several hundred commissioners of state owned enterprises in a 
bid to make them more efficient.

• Consumer Confidence Dips
Indonesia is experiencing a weakening consumer confidence in 
the third quarter but now fewer people think the economy is in 
recession, a recent survey shows.  According to Nielsen’s latest 
Global Consumer Confidence Survey, optimism among consum-
ers in Southeast Asia’s largest economy went down three points 
from 126 percentage points (pp) in the second quarter to 123 
in the third quarter.  Globally, Indonesia is still among the top 
five most optimistic countries despite stepping down a spot to 
fourth position this year, surpassed by Vietnam, whose index 
jumped 5 points from the second quarter.  (The Jakarta Post)

• BKPM Centralizes Licenses
In a bid to get Indonesia’s ease of doing business rating to 
move from 74 to 50 President Jokowi has ordered the Invest-
ment Coordinating Board (BKPM) to handle all forms of licens-
ing previously handled by a variety of government institutions.
The change will grant greater authority to BKPM head Bahlil 
Lahadalia, who was also assigned to simplify the licensing pro-
cess so that Indonesia could improve its Ease of Doing Business 
(EODB) ranking. On top of these efforts, Jokowi has targeted 
40 ministerial regulations thought to hamper investment to be 
revoked by December.  “The President has decided that the 
authority to license will rest fully with the BKPM, particularly 
[licenses] that pertain to the ease of doing business,” Cabinet 
secretary Pramono Anung said at the Presidential Office after a 
Cabinet meeting on Thursday.

• Large State-Owned Insurer Won’t Receive Bail-
out
Indonesia does not intend to bail out a state-owned life insurer 
that needs an injection of more than $2 billion, the finance 
ministry said on Wednesday, after reports that the attorney 
general’s office has been asked to probe possible fraud.  Asur-
ansi Jiwasraya has faced financial woes since late 2018, when 
asset investments, including in risky cheap stocks, turned sour, 
prompting a delay in paying maturing policies.  The company, 
which has been put under scrutiny by the Financial Services 

Authority’s (OJK), needs a 32.9 trillion rupiah ($2.33 billion) 
fund injection to boost its risk-based capital ratio to a mini-
mum requirement of 120%, according to company documents 
submitted to parliament’s finance commission. Jiwasraya is the 
second major Indonesian life insurer to run into financial trou-
ble after Bumiputera. The two are among the country’s oldest 
insurers, formed over a century ago under Dutch colonial rule, 
and together have millions of policyholders. (Reuters)

• 2020 Indonesian National Holidays

January 1 New Year’s Day
January 25 “Imlek” – Chinese New Year
March 22 Ascension Day (Islam)
March 25 “Nyepi” – Bali Hindu Day of Silence
April 10  Good Friday
May 1  International Labor Day 
May 7  “Waisak” (Buddha’s Life, Birthday)
May 21  Ascension Day (Christian)
May 22  Mandatory Shared Public Holiday
May 24-25 Lebaran, - Hari Raya Idul Fitri
May 26-27 Mandatory Shared Public Holidays
June 1  Pancasila Day (State Philosophy)
July 31  Islamic Day of Sacrifice “Idul Adha
August 17 Independence Day
August 20 Islamic New Year
October 29 Birthday of the Prophet Muhammad
December 24 Mandatory Shared Public Holiday
December 25 Christmas Day

• Minimum Wage Up 8.5%
On October 15, 2019, the Minister of Labor issued circular B-M 
308, 2019, which mandates provincial governors throughout 
Indonesia to increase their provinces’ minimum wage by 8.51 
percent, starting from January 1, 2020.  Companies are prohib-
ited from paying their workers – which includes those that are 
hired for less than one year – below the prescribed minimum 
wage, which varies by province.  

• Jokowi Links Curbing Deficits And Resource 
Export Bans
President Jokowi recently signaled he remains  committed to 
a policy of processing all natural resources internally. He said 
on Wednesday the government’s policy of processing natural 
resources at home will end the country’s current account deficit 
problem within three years.  Indonesia has had a  current ac-
count deficit since late-2011. Last year’s current account deficit 
was equal to 3% of gross domestic product.  “I’ve calculated 
that if all (natural resources) move toward downstream indus-
try, making intermediate products or end products, the current 
account deficit can be solved within three years,” Widodo told 
a mining industry event.  He mentioned Indonesia’s plan to 
expand the nickel processing industry and urged miners to pro-
cess more minerals at home, such as bauxite and coal.

• Pertamina Triples US Oil Purchases
State energy company Pertamina is seeking to triple its crude 
oil import from the United States next year, taking advantage of 
the competitive price of US oil to meet baseload demand of its 
refinery in Cilacap, West Java, a senior executive of the compa-
ny said on Tuesday. 

taxes rates as well as many other reforms.   Many of these were discussed 5 years ago when President Jokowi first took office but 
never came to fruition.  Had they Indonesia may have been in the list of 33 “relocators” from China mentioned by the World Bank’s 
country director in his conversation with President Jokowi.  Better late than never. 

(These comments are the author’s and do not necessarily reflect the views of AICC or its members)
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v Foreign Affairs/US Indonesia Relations:
• Indonesia Opposes US View on Palestine and 

Settlements
Indonesia has voiced strong opposition to the United States’ 
declaration Monday that it will no longer consider Israeli set-
tlements in Palestine illegal. Foreign Minister Retno LP Marsudi 
said Tuesday that Indonesia was “very concerned” with US 
Secretary of State Mike Pompeo’s statement that Washington 
believed the building of Israeli settlements in Palestinian territo-
ry was “not inconsistent with international law”.  “Calling the es-
tablishment of civilian settlements inconsistent with internation-
al law hasn’t worked. It hasn’t advanced the cause of peace,” 
Pompeo was quoted by AFP as saying.  The announcement is 
a victory for Israel’s right wing establishment, which has seen 
waning support with incumbent leader Benjamin Netanyahu 
unable to form government after two deadlocked elections this 
year.  “Of course we cannot accept this because it contradicts 
international law and is in conflict with every UN Security Coun-
cil resolution,” Retno said in a speech to the Indonesian Cham-
ber of Commerce and Industry (Kadin) to outline Indonesia’s 
geopolitical and geo-economic challenges.   (The Jakarta Post)

• EU Complains to WTO Over Nickel Export Ban

The European Union launched a complaint at the World Trade 
Organization (WTO) on Friday against Indonesia’s curbs on 
exporting nickel and other raw materials, which are designed to 
benefit its own smelting and stainless steel industries. 
The European Commission, which coordinates trade policy in 
the 28-member EU, said the restrictions unfairly limited EU pro-
ducers’ access to nickel ore in particular, as well as to scraps, 
coal and coke, iron ore and chromium.  The Commission’s com-
plaint says the measures are part of a plan to develop Indone-
sia’s stainless steel industry. The country is the world’s largest 
miner of nickel ore and is set to ban exports for two years from 
2020. Indonesia has become the second-largest exporter of 
stainless steel and its share of the EU market has risen from 
near zero in 2017 to 18% in the second quarter of this year, 
European steel association Eurofer said.  It also says that the 
manufacturing methods used in Indonesia produce up to seven 
times more carbon dioxide than the processes used in Europe.  
(Reuters)

v Social/Culture/Education:
• Finance Minister Talks Taxes With Kids

Low tax awareness is one of the reasons why tax payment in 
Indonesia remains among the lowest in Southeast Asia as the 
people still consider it an obligation rather than a civic duty. 
Promoting tax awareness takes a long time as it is part of an 
educational process that should start at an early age.  Finance 
Minister Sri Mulyani visited Kenari 01 state elementary school 
in Central Jakarta on Nov. 4 to speak to sixth grade students 
about the importance of taxes for building schools, hospitals 
and other public facilities as part of the Finance Ministry Teach 
program to improve tax awareness across the country.  She 
also led a role-playing game in which the children took on the 
role of ministers. A taxation director general was appointed 
to collect taxes from her classmates and report to the finance 
minister, who must then distribute the funds to other “de-
partments” for their proposed projects.  “I didn’t get enough 
money. I need to build another hospital,” said a student-turned-
health minister.

v Politics/Law/Security: 
• Jokowi’s New Millennial Staff

The State Palace has welcomed seven new faces to the 
12-member presidential expert staff. They will assist President 
Joko “Jokowi” Widodo in making creative and innovative “break-
throughs” in his second and final term in office.  Aged 23 to 36 
years old, with different backgrounds and areas of expertise, 
the seven millennials will advise the President on subjects in-
cluding education, entrepreneurship, creative industry, disabled 
rights and religious tolerance.  Jokowi introduced the seven new 
members of his closest circle on the veranda of Merdeka Palace 
on Thursday. They sat on colorful bean bag chairs, evoking the 
atmosphere of a startup ─ the preferred office for many of the 
world’s millennials. The President also posted a picture of the 
introduction event to his Instagram account @jokowi.
“As members of the presidential expert staff, they will be my 

partners in discussion every month, every week or every day,” 
Jokowi wrote in the caption, “With them, I can look for out-
of-the-box ideas and leaping breakthroughs towards develop-
ment.”

Pertamina will import 950,000 barrels per month from the US between February and June 2020, totaling to an order of 4.75 million 
barrels, said Hasto Wibowo, Pertamina’s senior vice president of supply chain. That amounts to a 265 percent increase from this 
year’s import of 1.3 million barrels.  Indonesia and the US are now locked in a bilateral trade negotiation as the Trump administra-
tion is reviewing preferential trade treatments that if canceled may hurt Indonesia’s exports. A big order made to US oil producers 
would not hurt Indonesia’s chances in the negotiation. (Jakarta Globe)
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