	Individual Action Plan Update for Indonesia for 2006

	
Highlights of recent policy developments which indicate how Indonesia is progressing towards the Bogor Goals and key challenges it faces in its efforts to meet the Goals. 

	Indonesia’s GDP in 2005 had surpassed its pre-crisis level of late 1990s due to its reform agenda reflected in continuous economic reform and deregulation in a wide range of sectors. The reform has been mainstreamed in every area of the economy and it strengthens Indonesia’s effort in realizing the Bogor goals. In 2006, Indonesia launched again a series of bold measures in the forms of three policy packages to further accelerate economic growth, those are: Policy Package for Improving Investment Climate in February 2006, Policy Package for the Acceleration of Infrastructure Development in February 2006, and Financial Sector Policy Package in July 2006.

In addition to the comprehensive deregulatory packages above, a few highlights of further reform and deregulation can be described as follows:

· In 2006, the current simple average applied rate was reduced from 9.86% to 9.45%.

· As of August 2006, there are 61 countries of which 18 are APEC economies which have signed bilateral investment agreements with Indonesia. In the year of 2006 and 2005 alone, Indonesia signed similar agreements with Finland, Singapore and Iran. Indonesia is also a member of the Multilateral Investment Guarantee Agency.

· On environment services, the Minister of Environment has issued General Guidance on Competence Standards for Environmental Services Agencies and Personnel. 

· On customs procedures, Indonesia has implemented the EDI System on Cargo Manifest since July 2006 and has started to implement the ASEAN Single Window system to simplify the customs procedure, and to implement the HS 2007.
· In line with Indonesia’s efforts in promoting transparency and disclosure, including in taxes, Indonesia has made public its further reform and deregulation agenda in many strategic sectors.
More information is detailed in this Individual Action Plan update.




	IAP Chapter (and Sub-Chapter and Section Heading, if any) Note 1
	Improvements made since  2005 IAP Note 2
	Further Improvements Planned Note 2

	Tariffs
	Applied Tariffs

The Current simple average applied rate has changed from 9.86% in 2005 to 9.45% in 2006.  

The change was due to the implementation of tariff harmonization program scheduled from 2005-2010.

Tariff Preferences
· Under Common Effective Preferential Tariff (CEPT) Scheme for AFTA., Indonesia expanded the coverage of tariff reduction to reach 11,171 tariff lines (MFN) and 11,032 tariff line (CEPT) in 2005
· Under ASEAN-China FTA, Indonesia reduced its tariffs rates, and renewed the schedule of tariff reduction in 2006 which includes 8,097 tariff lines out of the total 11,173 tariff lines (MFN).

	Applied Tariffs

In accordance with the tariff harmonization program scheduled from 2005 to 2010, Indonesia will continue to reduce its applied tariff. 

Tariff Preferences

· Under CEPT AFTA, Indonesia plans to eliminate its applied tariff in 2010

· ASEAN has finished negotiation in liberalizing trade in goods with China. By 2012, almost 90% of Indonesia’s applied tariff will be at 0%.  As a member of ASEAN, Indonesia is also participating in the negotiation of free trade agreements with: Korea, Japan, India, Australia and New Zealand. 

· Bilaterally, Indonesia is negotiating Preferential Tariff Arrangements with: Bangladesh, Pakistan, Japan and Iran.



	Non-Tariff Measures
	As in 2005 IAP
	

	Services


	Manpower Placement

Indonesia enacted Ministerial Decree No. 07/Men/3/2006 on April, 20 2006 to simplify procedural licensing for foreign persons to work in Indonesia. Improvements on procedural licensing since IAP 2005 are as follows:

· A company can apply a working permit (IMTA) for its foreign worker while the foreign worker is still abroad. 

· The time length to process an IMTA is shortened from 7 working days to a maximum of 4 working days. 

· Extension of the IMTA does not require a new recommendation from the Department of Manpower and Transmigration.
b.3. Communication Services: Telecommunications

The Ministry of Communication and Information has enacted Minister’s Decree No. 01/ 2006 on the arrangement of 2.1 GHz radio frequency band for IMT – 2000 to allocate 1900 and 2.1 GHz frequency for 3-G cellular services.  

c. Construction and Related Engineering Services

1. Government Regulation on Toll Road No. 15/2005 has transferred the authority of toll road regulatory body from State owned Company (PT Jasa Marga) to the Department of Public Works. The Department has also established the Indonesia Toll Road Authority (ITRA) which authorizes the operation of toll roads to State Owned Companies (BUMN/ BUMD) and domestic and/or foreign companies.

2. Presidential Decree No. 36/2005 provides the state with the authority to take the custody of land for public purposes. 

3. Presidential Decree No. 67/2005 regulates partnership in infrastructure development between the government and State Owned Companies (BUMN/ BUMD) as well as domestic and/or foreign companies through a bidding system.

4. Government Regulation No. 36/2006 regulates technical requirements on building construction. 

d. Distribution Services

Ministerial Decree No. 9/2006 on Trade Licensing has been endorsed.

f. Environment Services

The Minister of Environment endorsed the decree No. 06  / 2006 on General Guidance on Competence Standards for Environmental Services Agencies and Personnel 

The regulation serves as a public policy framework to develop a national competency standard for environmental services agencies and personnel. It aims to enhance the quality and accountability of environmental services in Indonesia and improve the quality of Indonesia’s environment. The policy applies nation-wide and harmonizes all related standards/requirements on environmental matters issued by central government institutions, regional government institutions, professional institutions, and others. Policies/ regulations made by the regional/district government must be in line with regulations/ standards/ norms/ guidance issued by the Ministry of Environment.

The fundamental principles of the policy among others are transparent and non discriminatory (foreign and local, among regional)

National Competency Standards may adopt international, regional or other country’s competency standards in order to meet the national needs and to facilitate mutual recognition on competency standards with other countries or international/ regional institutions. 

g. Financial Services

Finance Companies

The Decree of the Director General of Financial Institutions No. Kep-1500/LK/2005 on the guidelines for preparation and submission of finance company reports was implemented since Dec 2005 with the following provision:

· Monthly financial report and six-monthly activity report of finance company must be submitted online.  

· Changes in accounts in a financial report must correspond with the statement of financial accounting standards (PSAK). 

· This decree accommodates the rules in Law No. 24/1999 on Foreign Exchange 

Banking

Related regulations : 

1. Bank Indonesia Regulation No.7/15/PBI/2005 and Bank Indonesia Circular Letter   No.7/48/DPNP dated 14 October 2005 concerning Minimum Tier One Capital for Commercial Banks. Banks are now required to possess the minimum stipulated Tier 1 Capital to support their business activities. Banks are required to comply with Tier 1 Capital of no less than Rp 80 billion by December 31, 2007 and shall subsequently be required to comply with Tier 1 Capital of no less than Rp 100 billion by December 31, 2010.

Any Bank not complying with the minimum Tier 1 Capital shall be required to limit its business activities with the following provisions:

· not to conduct business as a foreign exchange Commercial Banks;

· limit the provision of funds per debtor and/or debtor group to a ceiling or outstanding  credit of no more than Rp 500 million; 

· limit the maximum deposit funds that may be accumulated by the bank to 10 times Tier 1 Capital; and 

· close down the entire Bank office network located outside the provincial territory of the head office of the bank.

2. Law Number 24 Year 2004 concerning Deposit Insurance Agency (Effectively implemented since September 22, 2005.)
The Deposit Insurance Agency  (LPS) is a government institution with the following tasks:

· Protection of the depositors funds; and

· Active participation in maintaining banking system stability as appropriate to its powers.  

Every bank that operates within the territory of the Republic of Indonesia is obliged to become a member of the Deposit Insurance Agency.

18 months after this law become effective, the  insured deposit limit for each depositor per bank is Rp100.000.000,00 (one hundred million rupiah).

Within that period of 18 (eighteen) months, the insured deposit coverage shall be carried out with the following conditions:

a.
for the period of 6 (six) months from the effective enforcement of this law,  the entire value of the deposit is insured;

b.
For the next 6 (six) months period from the expiration of the period as stipulated in letter a, the limit of insured deposit coverage shall be Rp. 5.000.000.000,00 (five billion rupiah).

c.
For the next 6 (six) months period from the expiration of the period as stipulated in letter b, the limit of insured deposit coverage shall be Rp. 1.000.000.000,00 (one billion rupiah).

Qualification Requirements :

Bank Indonesia Regulation No.7/25/PBI/2005 concerning Certification Office Management for Commercial Bank, amended by Regulation No.8/9/PBI/2006 requires the managements, executive officers, and the Board of Commissioners to hold risk management certificate.

Capital Market

As in IAP 2005

h. Health Related and Social Services

The Minister of Health Decree No. 514/of Year 1994 on Pathology Services was amended by the Ministerial Decree of Health No. 1575/ Year 2005. 

k.1. Transport Services: Maritime

Related regulations :

1. Indonesia has accessed the Convention on Maritime Liens and Mortgages, 1993 through the Presidential Decree No.44/2005 dated 8 July 2005. 

2. Presidential Decree No. 5/ 2005 regarding Empowerment of National Shipping Industry.
k.3. Transport Services: Railway services
Related regulations : 

Presidential Decree No. 67/2005 regulates partnership in infrastructure development between the government and State Owned Companies (BUMN/ BUMD) as well as domestic and foreign companies through a bidding system. 

Government Regulation No. 6/2005 on the management of governmental assets regulates the forms of private participation on the management of government asset such as in the form of lease. 

Foreign Entry:  

As in IAP 2005 


	Government is in the process to amend the Government Regulation No. 28/ 2000 regarding business and involvement of construction services society

Ministerial Regulation on Competence Standard for Refrigerant Technician is being processed.  The elements of competence include: Protection, recovery, recycling and filling process of the environmental friendly refrigerant.

Public information related to standards/requirements for sub-sectors of environmental services providers will be made available by institutions implementing the policy/regulation

Bapepam‘s regulation number V.B.2 regarding the licensing of the investment fund marketing agent representatives is now under revision.

Draft of Bapepam Regulation number V.B.3 regarding the registration of investment fund marketing agent is still under discussion.

Draft Bapepam Regulation number V.B.4 regarding the conduct of investment fund marketing agent is still under discussion.

Shipping Act No. 21 of 1992 is being reviewed.

Indonesia is in the process of Drafting National Regulation on Maritime Liens and Mortgage dispute. 

Indonesia is currently drafting an Operation Guidelines manual (OGM) on the partnership in railways infrastructure development between the government and domestic/ foreign companies. 



	Investment


	General Policy Framework

Indonesia has signed additional Investment Guarantee Agreement (IGA) with 3 countries since 2005. As of August 2006, there are now 61 countries of which 18 are APEC economies which have signed IGA with Indonesia. Indonesia is also a member of the Multilateral Investment Guarantee Agency (MIGA).


	Indonesia is currently revising the existing Investment Law for further improvement.

Indonesia will work towards the possibility of expanding bilateral investment guarantee agreements with other economies.

	Standards and Conformance


	Until September 2006, a total of 6686 standards were approved as National Standards of Indonesia (SNI), including 237 standards published in 2005.   Total number of standards projects until September 2006 are 606 standards.

The status of the national standards is: 96, 4% voluntary and 3,16% mandatory. 

Indonesia participates as Participating (P) member in 13 ISO/TC and 34 ISO/SC and as Observer (O) member in 115 ISO/TC and 38 ISO/SC.  Indonesia also participates as Participating (P) member in 10 IEC/TC and as O member in 7 IEC/SC and 20 IEC/TC and 31 IEC/SC.

Since 2005, Indonesia has become a member of ISO Council for period of 2005-2006.  In ISO/TC 207, Indonesia became the vice chair of SC 1.  Indonesia has been a member of IEC EE CB Scheme since December 2005.  

Chairman of BSN was elected as chairman of ISO DEVCO for a two year period starting from 1st January 2007 – 31st  December 2008

As of September 2006, National Accreditation Body of Indonesia (KAN) has given accreditation to : 82 calibration laboratories, 338 testing laboratories, 14 technical inspection bodies, 20 quality management system certification bodies, 4 environmental management system certification bodies, 1 Eco-label Certification body, 5 personal certification bodies, 6 HACCP certification bodies, and 19 product certification bodies.

Related to participation in recognition arrangement of conformity assessment in the voluntary sector, Indonesia is signatory to ILAC-MRA & APLAC-MRA for testing and calibration laboratory accreditation, and inspection body accreditation.  Indonesia also is signatory to ILAC-MLA & PAC-MLA for environmental management system accreditation and quality management system accreditation.


	Indonesia is in the process of developing an alignment programme of its national standards with international standards.  By 2009, 20% of its national standards will be harmonized with international standards. 

Indonesia will increase status of its membership as P-member in ISO and IEC, especially for newly developed standards, for example: social responsibility, risk management, societal security, and nanotechnology.

Indonesia will develop twinning programme of secretariat of TC/SC in ISO, particularly with APEC members which have already become a secretariat of TC/SC in ISO.

Indonesia will continue to be an active participant in these regional bodies:

· Asia Pacific Laboratory Accreditation Cooperation (APLAC) 

· Pacific Accreditation Cooperation (PAC) 

· Pacific Area Standards Congress (PASC)

· Asia Pacific Metrology Programme (APMP)

· Asia Pacific Legal Metrology Forum (APLMF).

Indonesia is in the process of preparing the MLA PAC/IAF for product certification.

 

Indonesia is a member of IEC CB Scheme and now is preparing testing laboratory as CBTL.

Indonesia intends to actively participate in APEC’s MRA, particularly by joining the Part II APEC EE-MRA.

	Customs Procedures


	Amendment of customs law no 10 1995 and excise law no 11 1995

To meet the challenges of significant improvement of global trade, to improve trade facilitation and to meet international standard of customs procedures, Indonesia is in the process of amending the customs law and excise law. The process of amendment of the laws has been started since 2004 involving businesses, experts and other government agencies. Now, Indonesia is in the process of finalizing both drafts in the parliament.

Greater Public Availability of Information 

Indonesia disseminates custom related information to public through various media e.g. paper based publications, compact disc, and website. The website, www.beacukai.go.id, is also available in English. 

Paperless trading

· Indonesia has established a custom procedure system using the internet system (web based) in Kabil Industrial Estate–Batam since June 2006. This system will be used as a pilot project to implement the ASEAN Single Window Customs Procedure System.  Indonesia has also implemented the EDI System on Cargo Manifest since July 2006. The System was designed to meet the National Single Window of Customs Procedure System.

Adoption of Kyoto Convention

· As a preparation to access the Revised Kyoto Convention (RKC), Indonesia has established a team to evaluate and compare the RKC and Indonesia’s Customs Law and other regulation related to Customs procedure. The Team concluded that almost 90 % of RKC had been implemented and regulated in the customs law and other regulation related to Customs procedure.

· Two Version of Revised Kyoto Convention, Indonesia and English Version, have been disseminated to some Customs Service offices and Customs officers in 2005.

· RKC was also disseminated to Customs officers in five Regional Offices i.e. Jakarta, Bandung, Semarang, Surabaya and Denpasar in 2005.
Implementation of Harmonized System Convention

· Indonesia has implemented HS 2002 since  May 2003

· Indonesia is preparing to implement HS in 2007
Adoption of Systematic Risk Management Techniques

· Indonesia applies two main variables in determining risk, namely commodity profiles and importer/exporter profiles. Some other relevant variables are also taken into account, e.g. price profile. To optimize the application of Risk Management,  Indonesian customs conducted several activities such as importer registration, selective examination, developing valuation database, improving intelligence analysis function, optimizing Post Clearance Audit, and optimizing using Hi Co Scan X-Ray;

· Indonesia utilizes Entry Scan-3 and Itemizer Scan-3 in main International Airports;

· To improve customs control in Airports, the Indonesian customs has signed an MOU with National Narcotic Agency, Directorate General of Immigration and Directorate General of Air Communication on the Utilization of Air Passenger Analysis system on May 2006. 

Implementation of WCO Guidelines on Express Consignment Clearance

In accordance with the main principles of WCO Guidelines on Express Consignments Clearance, Indonesia has implemented a customs clearance procedure on Express Consignment Clearance.  A new regulation on Express consignment was launched on April 2006 with some improvement including simplification of customs procedures and utilization of EDI system to submit customs declaration.  

Indonesia conducted the Customs – Express Industry Seminar on May 2005 sponsored by Conference of Asia Pacific Express Couriers (CAPEC).     

Integrity 

Indonesian Customs has established an MOU with Ombudsman Committee to address the issues of Customs integrity.  Indonesia is putting its best efforts to disseminate the program of integrity enhancement.  Reward and punishment system have therefore been implemented to improve integrity. A Guide Book on code of conduct and attitude of the officer was disseminated to all customs officers on May 2006. A  Re-training on Integrity was conducted on June 2006 for middle and high level of Customs officers.  The Commission of Corruption Eradication disseminates information on the efforts to combat corruption to middle and high level of Customs officers on July 2006. 

Customs- Business Partnership

Some MOU with private sectors has been signed by the Indonesian Government to improve cooperation and communication. 

To improve Customs – Business Partnership, Indonesia invites businesses participation in the amendment of Customs and Excise Law process, development of EDI system for Cargo Manifest, and Development of National Single Window and ASEAN Single Window. 

Time Release Survey

To identify bottlenecks in customs procedures, Indonesia, assisted by the JICA, Conducted Time Release Survey over the period of February 2004 to  March 2005 and also conducted a National Seminar on Time Release Survey on May 2005 Sponsored  by APEC.

APEC Framework Based on WCO Framework of Standard to secure and facilitate Global Trade

Some efforts have been undertaken to implement this new Collective Action Plan such as Utilization of Non Intrusive Inspection Equipment, implementation of Risk management techniques, and operation of Customs Enforcement Network (CEN).  Indonesia has also signed MOUs with foreign custom administrations on mutual administrative assistance in Customs matters (with Papua New Guinea in 2005 and with Iran in 2006).


	To issue amendment of customs law and excise law to improve governance, legal certainty and facilitation on bonded zone, etc.

The website is continuously being improved to be more informative, interactive and user-friendly. 

· Implementation of National Single Window Customs Procedure System and ASEAN Single Window Customs Procedure System.

· To amend law on customs that will improve the governance of customs system, legal certainty, and facilitation on bonded zone.

Implementation of HS 2007

Information exchange with foreign Customs administrations will be improved and the use of Customs Enforcement Network (CEN) will be enhanced.

Improvement on facilitation of express consignment clearance process.

Improving Human Resource Development by training, courses, etc.

Enhancing cooperation and information exchange with Business Sector.

Improving cooperation with foreign custom administrations to combat customs fraud.



	Intellectual Property Rights


	TRIPS Implementation

Indonesia ratified the WIPO Performances and Phonogram Treaty 1996 (WPPT) on September 10 2004 through the Presidential Decree No. 74 of 2004 and a number of implementing regulations on IP related matters, among others:

· Government Regulations (GR) No. 13 of 2004 Regarding the Titling, Registering, and Using of Original Variety for Making of Essential Derivation Variety.

· GR No. 14 of 2004 Regarding the Requirements and Procedures for the Transfer of PVP and the Use of Protected Variety by the Government. 

· GR No. 27 of 2004 Regarding Patent Exploitation by Government. 

· GR No. 29 of 2004 Regarding High Technology Production Facilities for Optical Discs.

· Presidential Decree (PD) No. 83 of 2004 Regarding Patent Exploitation by the Government on Anti-retroviral Medicines.

· Ministerial Decree (MD) of Industry and Trade No. 645/MPP/Kep/10/2004, regarding the Provisions on the Importation of Machines, Machinery Equipments, Raw Material and Optical Discs.

· GMD of Industry and Trade No. 648/MPP/Kep/10/2004 Regarding The Report and Supervision of Companies on Optical Disc Industries  MD of Agriculture No. 446/Kpts/HK310/7/2004 Regarding the Requirement and Procedure of PVP Consultant Application.  

· GOI has also passed two implementing regulations on IP in early 2005. They are:

(i) GR No. 1 of 2005 Regarding Industrial Design Application Procedures, on January 4th, 2005, (ii) GR No. 2 of 2005, Regarding IP Consultant, on January 4th, 2005.
Effective Enforcement of IP Rights
· In January 2005, the Directorate General of Customs and Excise confiscated 712.000 items of pirated software of Play Station games to be exported to the Middle East.  Four containers of counterfeit cigarettes imported from China was also confiscated and destroyed.

For more information, please contact on website: http://www.beacukai.go.id).

· The National Coordination Team on the Overcoming of IPR Infringements has been established by Presidential Decree No. 4 /2006.
Public Education and Awareness of IP, enhanced IP user skills

DGIPR in cooperation with WIPO, JICA, and/or related Institutions conducted various programs such as trainings, seminars, and workshop, among others:

· ECAP National Workshop on relative grounds for refusal in examination and opposition proceedings (trademarks), Jakarta, 7-8 March, 2005;
· Roving Workshop on the Use of IP System for SMEs in 6 cities (Bengkulu, Lampung, Surakarta, Kendari, Jayapura, & Manado), June-August 2005.

· JICA National Roving Seminar on the Use of IP System for Universities and R&D Institutions in 5 cities (Jakarta, Padang, Samarinda, Makassar, & Mataram), July, 2005.

· JICA National Roving Seminar on IP System Enforcement in 3 cities (Batam, Palembang, & Pontianak), August 2005.

· IASTP 3 Training Course on the Awareness and Utilization of the Intellectual Property Rights System by Educational Institutions, Jakarta, 7- 21 September 2005.

ECAP National Patent claim drafting workshop in two cities (BANDUNG, 21-25 Nov 2005, & SURABAYA 28 Nov-2 Des 2005).

	DGIPR is continuing its efforts to raise public awareness on IP through many activities.



	Competition Policy


	General Policy Framework, including Implementation of APEC Leaders’ Transparency Standards on Competition Law and Policy*  

· KPPU continues to take actions against violation of Law No. 5/1999 by receiving reports, handling cases, developing monitoring program and providing policy recommendation to the government.

· In light of the focus on competition policy, law enforcement activities were also of prime importance to KPPU and remain to be in the routine priority list of the institution. In year 2005 until July 2006, KPPU endorsed 17 decisions on investigated cases. The above mentioned decisions have been published on KPPU website.

· KPPU has finalized Commission Regulation No. 01/2006 concerning Case Handling Procedure which replaced Commission Regulation No. 05/KPPU/KEP/IX/2000 as published on website.

Review of Competition Policies and/or Laws

· KPPU has delivered 16 policy recommendations since 2005 until February 2006, such as:

· Formulation Plan of Presidential Instruction (INPRES) on empowering Industry of National Shipping.

· Limited tender.

· Insurance for Indonesian Man Power

· Policy of Telecommunication Sector

· Special Risk Insurance for earthquake

· Electricity Law Plan

· Departure Transport for Indonesian Man Power.

· Policy Insurance for Goods Owned by Local government

· Goods Procurement in scope of Local Government of North Sumatera.

· Certification Policy of Business valuation Service Provider.

· Policy on Form Printing of Citizen Document.

· Local Regulation on Plan Procurement and salt Distribution.

Competition Institutions (Including enforcement Agencies)

New members of KPPU Commissioner for period of five years are pending upon the approval of the People’s Legislative Assembly. 

Competition Institutions (Including enforcement Agencies)

New elected members of KPPU Commissioner for the next period of five years are waiting for approval from the People’s Legislative Assembly.

Co-operation Arrangements with other Member Economies 

· Indonesia participated in the competition-related activities of APEC, OECD, and WTO, such as Seminars, Workshops, Training, Conference, as follows:
· OECD Global Forum on Competition.
· Joint Study group Meeting Indonesian-Japan (Economic Partnership Agreement).
· As speaker for Competition Advocacy section in Global Forum for Competition and Trade Policy (International Bar Association).
· Participant for ASEAN Consultative Forum on Competition (ACFC) Training on Cartel & Horizontal Restraints.
· Participant for 4th Annual Conference of the International Competition Network (ICN).
· Participant for International Symposium on Competition Policy and Legislation by ADB.
Activities with other APEC Economies and in other International Fora

Indonesia has actively participated in other APEC fora such as CTI (Committee on trade and Investment) and CPDG (Competition Policy and Deregulation Group).

Collective Actions

· Indonesia participated in 4th training program on Competition Policy.
· Indonesia participated in an APEC-OECD Structural Reform and Regulatory Reform.

	

	Government Procurement


	Accountability and Due Process

1. Procurement professionals (project managers and tender committees) must possess Government Procurement Certificate issued by the National Government Procurement Examination. 

2. Reviewing the existing procurement policy to increase the accountability and due process along with examining the audit system on the government procurement activities.

Non Discrimination

Obligation to provide public notification of procurement plan, announcement, invitations in national newspapers and national procurement website.

Evaluation and developing procurement policy to abolish the establishment of specific group of professional domestic consultants, suppliers, and contractors.


	To further strengthen and empower the organizational structure of the government procurement agency.



	Deregulation/Regulatory Review


	Indonesia has reformed regulations, laws and policies in many economic sectors in the effort to increase the pace of economic development. The three policy packages have been issued in 2006 in order to accelerate economic growth, those are:

a. Policy Package for Improving Investment Climate;

b. Policy Package for the Acceleration of Infrastructure Development and ;

c. Financial Sector Policy Package. 

1.   The Presidential Instruction No. 3 of 2006 in February 2006 on the Package Policies for Improving the Investment Climate aimed at improving Indonesia’s economic competitiveness in an increasingly competitive global environment has been issued. The Package contains the following series of programs and actions:

a. General Policies, including strengthening investment service institutions and synchronizing Regional and Central regulations.

b. Customs

c. Taxes

d. Labor

e. Small and Medium Enterprises and Cooperatives

Policies and Programs for Infrastructure have been prepared separately, but constitute an integral part of this Investment Policy Package.

Policies to improve investment climate consist of programs, actions and outcomes plus a time frame for realization.  Information on who is responsible for each action is also included.

In addition, the government is also resolving problems faced by economic sectors (oil, mining industry, forestry, etc.) and reduce investment costs, including interest rates.

2. The Policy Package for the Acceleration of Infrastructure Development has been an effort to upgrade Indonesia’s infrastructure condition and improving its capacity.  The Government of Indonesia (GOI) has embarked on a program to reform the infrastructure sector, consisting of three inter-related elements, namely (1) removing any form of monopolistic abuse and increasing healthy competition; (2) eliminating discriminatory practices that obstruct the private sector to participate in infrastructure provision; and (3) re-positioning the government’s role, including the separation of policy making from operational functions.

These reform are captured in four policy frameworks:

a. Strategic Cross Sector Policy Reform;

b. Sector and corporate policy reforms and restructuring of the industry to increase the competition;

c. Regulatory reforms to prevent the abuse of natural monopoly rights and to protect the consumer and investor;

d. Re-alignment of functions/roles of the Minister/Head of Agency/Regional Government Head as policy maker and State-Owned/Local Government-Owned Enterprises (BUMN/BUMD) as operator.

The package reinforces the government’s commitment to accelerate infrastructure provision through public service obligation (PSO) projects and PSP. There are four main items on the Government’s agenda for 2006; (1) establishing an effective policy, regulatory and institutional framework; (2) sector reforms; (3) local government participation; and (4) project transactions.

3. The Financial Sector Policy Package is a newly package issued by the Government on July 2006.  This package was put in place to guide the financial sector reform needed in the effort to achieve the national development goals, namely to increase the economic growth of Indonesia, to enhance job opportunity, to improve investment climate and to accelerate infrastructure development.   

The Policy Package of Financial Sector consists of 5 (five) components: Financial System Stability, Banking Institutions, Non-Banking Financial Institutions, Capital Market, and Others.


	Indonesia will periodically review its regulations in order to meet the changing in the economic development, domestically and globally.  

	Implementation of WTO Obligations/ROOs


	TRIPS Implementation

· The Government of Indonesia (GOI) ratified the WIPO Performances and Phonogram Treaty 1996 (WPPT) on September 10, 2004 with the Presidential Decree No. 74 of 2004 and a number of implementing regulations on IP related matters, among others:

· Government Regulations (GR) No. 13 of 2004 Regarding the Titling, Registering, and Using of Original Variety for Making of Essential Derivation Variety.

· GR No. 14 of 2004 Regarding the Requirements and Procedures for the Transfer of PVP and the Use of Protected Variety by the Government. 

· GR No. 27 of 2004 Regarding Patent Exploitation by Government. 

· GR No. 29 of 2004 Regarding High Technology Production Facilities for Optical Discs.

· Presidential Decree (PD) No. 83 of 2004 Regarding Patent Exploitation by the Government on Anti-retroviral Medicines.

· Ministerial Decree (MD) of Industry and Trade No. 645/MPP/Kep/10/2004, regarding the Provisions on the Importation of Machines, Machinery Equipments, Raw Material and Optical Discs.

· MD of Industry and Trade No. 648/MPP/Kep/10/2004 Regarding the Report and Supervision of Companies on Optical Disc Industries.

· MD of Agriculture No. 446/Kpts/HK310/7/2004 Regarding the Requirement and Procedure of PVP Consultant Application.  

· GOI has also passed two implementing regulations on IP in early 2005. They are:

· GR No. 1 of 2005 Regarding Industrial Design Application Procedures, on January 4th, 2005, 
· GR No. 2 of 2005, Regarding IP Consultant, on January 4th, 2005.

	Indonesia will periodically review its regulations in order to meet the changing in the economic development, domestically and globally.  

	Dispute Mediation


	Disputes between Private Parties

Indonesia is a member of the New York Convention of 1958 on the Recognition and Enforcement of Foreign Arbitral Awards.

For more information, please contact on website:

http://www.bani.co.id

	To prepare and stipulate some implementing regulations of the new laws.

	Mobility of Business People


	· Professional service standard’s issue
Indonesian Immigration is in progress to establish special code of conduct for  immigration officials on duty to increase the quality of immigration services;
· On Visa Regime
Indonesian immigration has introduced a new visa regime for investors (called Temporary Stay Visa Regime) valid for two years and allowed for extension for 2 times for two years in each extension;
· On APEC Business Travel Card
Since May 4th, 2004 to May 15th, 2006, Indonesia has received 15599 requests for pre-clearance, 11900 have been granted clearances among them 4411 came from Australia, while 654 are rejected due to passport validity and passport changes. The number of outstanding requests waiting for IDN pre-clearances is 3045. The biggest number of granted clearances is Australia.
· Regulation governing the implementation of ABTC for Indonesian people is Government Decree No. 75/2005 issued in December 2005. It has received 53 home applicants (Indonesian nationals).
· This year, Indonesia designated three new port of entries for ABTC holders with signposted lanes: (i) Batam Terminal Ferry Centre, (ii) Juanda International Airport in Surabaya and (iii) Polonia International Airport in Medan in addition to two the existing port of entries: (i) The airports are Ngurah Rai Bali International Airport in Bali and (ii) Soekarno Hatta International airport in Jakarta. Therefore five  international port for ABTC holders;
· Indonesia has expanded a number of entry points that are valid for ABTC holders without special lanes:
A. Seaports

1. Sri Bintan Pura, Tanjung Pinang;

2. Bandar Bintan Telani Lagoi dan Bandar Sri Udana Lobam,Tanjung Uban;

3. Yos Sudarso, Dumai;

4. Belawan, Medan;

5. Sekupang, Batu Ampar, Nongsa, Marina Teluk Senimba, Batam.

B. Airports

1. Minangkabau International Airport, Padang;

2. Sultan Syarief Kasim II, Pekan Baru;

3. Adisucipto, Yogyakarta;

4. Ahmad Yani, Semarang;

5. Adisumarmo, Solo;

6. Selaparang, Mataram;

7. Sepinggan, Balikpapan;

8. Sam Ratulangi, Manado;

9. Hang Nadim, Batam;

10. Hassanudin, Makasar;

11. Eltari, Kupang;

12. Halim Pedana Kusuma, Jakarta;

13. Husein Sastanegara, Bandung.

· Under Minister of Law and Human Rights’ Decree no. M.04-IZ.01.10 2006, the Netherlands, Sweden and Iranian nationals are subject to Indonesian Visa on Arrival (VOA) Service.


	Indonesia is currently developing (feasibility study) the implementation of e-passport systems that will expectantly be finalized by the year 2009.



	Information Gathering and Analysis


	On Banking Sector:

· Banking regulations endorsed by Bank Indonesia are promulgated in State Gazette of the Republic of Indonesia and  can also be accessed through BI website http://www.bi.go.id
· Bank Indonesia also publishes the Indonesian Banking Booklet in English and Indonesian once a year. The booklet presents key highlights of the banking system in Indonesia and provides information on the task performed by Bank Indonesia.

· Contact/links:

· Directorate of Legal Affairs, Bank Indonesia

Tipikal Building 10th Floor Jl. M.H. Thamrin No.2 Jakarta 10110

Phone: 62-21-3817861

Fax: 62-21-3801430

· Directorate of Banking Research and Regulation, Bank Indonesia

Radius Prawiro Building 10th Floor Jl. M.H. Thamrin No. 2 Jakarta 10110

Phone: 62-21-3817633

Fax: 62-21-3518946

On Insurance Sector:

Indonesia publishes publication (books, etc.). The publications are published by:

Federation of Indonesian Insurance Association

Jl. Majapahit 34 Blok V/24, Jakarta 10160

Phone: 021-345-4387, 381-3264

Fax: 021-345-4307, 351-1535

The Federation also publishes:

1. Annual Business Report of Indonesian Insurance

2. Indonesian Insurance Directory

Link/Contact:

Insurance Bureau 

Capital Market and Financial Institutions supervisory Agency, 

Build. A, 8th floor, Jl. Wahidin No.1, Jakarta 10710

Phone: 62-21-3450926

Fax: 62-21-3509118


	

	APEC Food System


	Tariffs 

Indonesia applies tariffs Harmonization Policy to simplify the procedure of export and import with the exception of some strategic products such as rice and sugar. Applied Tariffs on Agriculture commodities range between 0-20% and will be all reduced to 5% in 2010.

Non-Tariff Measures

Since 2004 Indonesia has applied the rice import control policy during the harvest season (January to July).

Indonesia provides subsidies in fertilizer, interest, seed, and Food Security Credit Scheme to poor farmers.


	

	Transparency


	
	


	RTAs/FTAs  Note 5
Indonesia’s current approach to bilateral and regional trade agreements in 2006

Indonesia has currently concluded two FTAs under the framework of ASEAN, namely ASEAN-China FTA and ASEAN-Korea FTA.  Indonesian approach toward  ASEAN-China FTA and ASEAN-Korea FTA  is in line with its commitments under WTO and APEC :
i) Improve and increase economic cooperation, trade and investment among members; 

ii) Progressively liberalize and increase trade in goods and services and also creating a system to facilitate investment;  

iii) Exploring new field of cooperation and develop policy in order to improve economic cooperation member countries; 
iv) Facilitating newly ASEAN members (Cambodia, Laos, Myanmar, and Vietnam – CLMV) to effectively narrow gaps of economic development between ASEAN members.


	- Description of current 

  agreements


	 Indonesia’s Approach to ASEAN-China FTA and ASEAN-Korea FTA in 2005

1.    ASEAN - China Free Trade Area (ACFTA)

      The Framework Agreement and the Agreement on Trade in Goods: 

· Establishes free trade area in goods between the six original ASEAN member countries (ASEAN-6) by 2010 and Cambodia, Laos, Myanmar and Vietnam (CLMV) by 2015 and People’s Republic of China.

· Establishes agreed modality for the progressive reduction and elimination of tariffs in goods under the Early Harvest from January 2004 to 2006.
· Establishes agreed modality for progressive reduction and elimination of tariffs in goods under either the Normal Track or Sensitive Track which begins in 1 July 2005.

· Stipulates specific rules of origin (ROO) to be used in the Agreement on Trade in Goods ;and

· Provides principles and disciplines governing the application of non-tariff barriers, safeguard measures and dispute settlement procedures.

       More information could be obtained through: http://www.aseansec.org   
2. ASEAN - Korea Free Trade Area (AKFTA)

       The Framework Agreement and the Agreement on Trade in Goods: 

· Provides framework of tariffs reduction to  0% in 2012 for ASEAN 6 (Brunei Darussalam, Indonesia, Malaysia, Philippines, Thailand, Singapore)

· Establishes agreed modality for the progressive reduction and elimination of tariffs in goods beginning 1 July 2006-2010 for Normal Track; and for Sensitive Track for a timeframe of 1 January 2010-2016. 

· Establishes agreed modalities for progressive reduction and elimination of tariffs in goods governing the application of an agreed  dispute settlement mechanism and rules of origin;
· Establishes Working Group on Economic Cooperation (WG-EC) in certain  sectors such as Customs procedures, trade and investment promotion, SMEs, management and HRD, tourism, science and technologies, financial services, communication and information technology, agriculture, fisheries, forestry, plantation, property rights, environmental industry, broadcast, construction technology, standards and conformance in sanitary and phytosanitory, mining, energy, natural resources, sea transportation, shipping and film.

        More information could be obtained through: http:// www.aseansec.org 


	- Agreements under negotiation


	

	
	Agreement #1


	Indonesia – Japan Economic Partnership Agreement (IJEPA) is still under negotiation.

	
	Agreement #2


	ASEAN-India FTA is still under negotiation.

	
	Agreement #3


	ASEAN-Australia-New Zealand FTA is still under negotiation.

	- Future plans


	


	Additional information Note 6  




Notes

1. 
Economies are encouraged to use the sub-chapter and section headings from the full IAP template as guidance for the appropriate level of detailed information to be submitted in the Update.  

2.
Economies should describe significant new developments under each chapter heading. The information provided should be succinct but sufficient for the reader to understand the outline of the measure being described. Wherever possible all entries should include a reference point (website, document, contact address etc) where further information can be obtained.

3. 
The IAP Update should provide information necessary to bring the most recent full IAP up to date.  

4. 
If there is no significant change to the information provided in the most recent IAP, “As in [year] IAP” should be entered.

5.  Economies will submit IAP chapters on transparency and RTAs/FTAs for the first time in 2005.  These chapters will remain the base document for the Update until the economy submits its next full IAP.  As a transitional measure, economies will also submit a report in 2005 on Area-specific Transparency Implementation using an agreed format. 

6. 
Economies may use the Additional Information section to describe any material not captured in the template.






