ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (d) : Distribution Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Descriptions on related regulation

1. Indonesia has replaced several regulation related to distribution sectors, such as Presidential Regulation No.76/2007 concerning on criteria and requirements for arrangement  of List of Closed and Open Business Sectors for Investment with certain condition and Presidential Regulation No. 111/2007, Amendment to Presidential Regulation No.77 /2007 concerning List of Closed and Open Business Sectors for Investment with Certain Condition by Presidential Decree No. 36/2010 concerning with List of Closed and Open Business Sectors for Investment with Certain Condition as follows: 

· Retails are open to 100% domestic investment; among others are  Supermarket with store space less than 1200 m2; Department  Store with store space less than 2000 m2; Minimarket with store space less than 400 m2, Community Store and Convenience Store. Others than mentioned in the Regulation are open to foreign investment.

· Direct Selling is open to foreign investment with limitation on foreign equity participation up to 95%.
2. Government Regulation No. 42/2007 concerning on Franchise by certain conditions as follows:
· The decree determine  certain criteria of franchise, clausul of franchise agreement and prospectus of franchise.

· All franchisor should register their franchise prospectus. 

· All franchisee should register their franchise agreement.

The Minister of Trade issued Regulation No. 31/M-DAG/PER/8/2008 regarding Franchise as implementation of Government Regulation No. 42 of 2007, as technical guidelines. The regulation requires the provision of written and signed prospectus and franchise agreement, and registration of the franchise according to the procedures set out in the regulation and provides standard forms required to comply with the requirements set out in the regulation.
3. Presidential Decree No. 112/2007 concerning Traditional Market, Shopping Center and Modern Shop, which determines certain condition and requirement for establishing traditional market, shopping center and modern shop; including definition and criteria of each category, location, working hours and license.  Regarding the implementation of regulation, Minister of Trade has issued Ministerial Decree No. 53 of 2008 concerning Guidelines Of Organization And Directions Of Traditional Markets, Shopping Centers And Modern Stores to set up guidelines and arrangements for establishment and development of traditional markets, shopping centers and modern stores.
4. Indonesia has amendment Ministerial Decree Number 32/M-DAG/PER/8/2008 concerning Rules and Procedures of Direct Selling License Issuance, by Ministerial Decree No. 47 of 2009 concerning Change of Ministerial Decree No. 32 of 2008 concerning Rules and Procedures of Direct Selling License Issuance. 
· Article 7

· (1) company as investor as mentioned in Article 6 (2) should meet the requirements:

Net assets as regulated by Indonesian Law.

Limitation on equity is following regulation on List of Closed and Open Business Sectors for Investment with certain condition.
5. Implementing Ministerial Decree No. 55/M-DAG/PER/10/2009 concerning delegation authorities to Head of Investment Coordinating Board in Relation to Implementation of National Single Window on Investment Capital.
· Minister of Trade delegates issuance of direct selling license to Head of Investment Coordinating Board.
· Head of Investment Coordinating Board is  responsible   for :
a. Refers to regulation on List of Closed and Open   Business Sectors for Investment with certain condition
b. Refers to norms, standards, and procedures stated by Minister of Trade on previous regulation.

c. Gives reports to Minister of Trade every 6 (six) months.

d. Gives note to Minister of Trade on every license issued.
· Presentation from applicants should be attended by officials from Directorate of Business Development and Company Registration Ministry of Trade and also member of business association.

· Director of Business Development and Company Registration gives recommendation after having consultation with business association considering license issuance to Head of Investment Coordinating Board at least 3 (three) days after presentation.

6. According to Government Regulation No. 44/1997 concerning Partnership: Foreign suppliers should support the local small and medium retailers, including cooperative and traditional retailers. Regarding the regulation Indonesia has implementing Ministrial Decree No. 46/M-DAG/PER/9/2009 concerning Trade Licensing Issuance as amendment of Ministerial Decree 36/M-DAG/PER/9/2007 concerning Trade Licensing Issuance. This regulation revised some articles on the previous regulation concerning on as follows:
· The amount of retribution charges for re-issuing license determined by Municipal government without burdening business people in doing their business. 

· Additional classification (Micro Business) for business field based on Law number 20 year 2008 concerning Small, Micro, Medium Enterprises.

· Different net assets for each business field based on Law number 20 year 2008 concerning Small, Micro, Medium Enterprises.

For further information contact :
Directorate General for Domestic Trade

Ministry of Trade for whole trade sale licensing.

4th floor, No. 5, MI. Ridwan Rais Street 

Telp. (62 21) 385 8210, Fax (62 21) 385 8214

E-mail : dir-binnuspp-pdn@depdag.go,id and dir-binpas-pdn@depdag.go.id

Website : http://ditjenpdn.depdag.go.id.

Investment Coordination Board of the Republic of Indonesia,

Undertaking the investment licensing

http://www.bkpm.go.id


	-
	The New Law  on Trade and its all related implementing act are currently being prepared 



	Licensing and Qualification Requirements of Service Providers


	According to Law No. 25 of 2007 concerning Investment, all foreign services provider  should be in the form of limited liability company (PT). Establishment of company should comply with rules on Law No. 40 of 2007 concerning Limited Liability Company (PT).

All foreign workers should comply with Indonesian Employment Regulations.

Temporary entry and stay is subjected to Visa Requirement and related regulations.


	-
	-

	Foreign Entry


	-
	-
	-

	Discriminatory Treatment/

MFN


	Indonesia applies the MFN principle in the distribution sector
	-
	-



