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SPEAKING POINTS/ KEY MESSAGES 

FTA Scoping 

• The EU welcomes the important progress, which Indonesia's 

scoping counterproposal of 18 March represents. This paves 

the way for positive language on on-going discussions towards 

the conclusion of the scoping exercise and negotiations of a 

CEPA/FTA. 

[Placeholder – awaiting the result of the scoping meeting on 4 

April] 

• We continue to commend your efforts to reform your economy 

- and we look forward to the swift implementation of the 

packages announced by President Widodo during last autumn. 

Is Indonesia preparing additional reform packages? 

• We also expect that the current protectionist measures are 

removed and business climate improved: this is essential to 

create a framework conducive for successful CEPA/FTA 

negotiations and to have coherence between the scoping paper 

and measures on the ground.  

• For instance, imports into Indonesia of EU fruits and 

vegetables are only allowed if such products are not available 

or are needed in Indonesia and are subject to a ‘countryt 

recognition agreement’ that Indonesia insists can only be 
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concluded with individual Member States rather than with the 

EU. Indonesia also maintains export restrictions on raw 

materials and export taxes on a variety or products, such as 

raw materials, palm oil, cocoa, wood, leather. Also, EU 

investments in Indonesia suffer from local content 

requirements in many sectors (telecom, oil and gas, retail, etc) 

and from minimum investment requirements.  
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FLEGT-VPA 

• The full implementation of the FLEGT-VPA agreement, as 

originally planned in 2016, would be an important step in our 

relations and a highly symbolic achievement.  

• In this regard, the final step towards full implementation of the 

agreement continues to be blocked due Indonesia's decision to 

exempt furniture from the scope of application of the 

verification system under the VPA.  

• Is there any chance that Indonesia may review this decision?  

Defensives: 
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BACKGROUND 
 
General  

Indonesia is a growing economy (although the growth rate, 5% in 2014, is slowing down) 
as well as the largest and most populated in ASEAN (about 40% of ASEAN GDP and 
250 million people). However, trade and investment flows, though solid, only rank fifths 
for the EU in ASEAN.  Indonesia has, in recent years, tried to   develop its manufacturing 
sector, neglected due to an over reliance of commodity exports, and climb up the value-
added ladder by introducing a number of protectionist measures. The results are a high 
number of import/export restrictions as well as local content requirements and a 
relatively limited exposure to trade (43.2% of GDP, the lowest rate among ASEAN 
partners). 

On 9 September 2015, President Joko Widodo announced the first in a series of reform 
packages, which aim at de-regulating and boosting Indonesia's business and investment 
in infrastructure. This is a positive sign, but robust  implementation of announced 
measures, and further reform, is needed to shift Indonesia's trade policy direction. With 
isolated exceptions (restrictive import measures for tyres have been removed; 
modification of certain foreign equity caps and some opening of other sectors of interest 
to the EU), most protectionist measures persist in all areas and legislation is often a 
"moving target" (i.e. measures range from non-automatic import licensing to barriers in 
all sectors, including SPS and quantitative restrictions for plant and animal products; 
local content requirements; restrictive investment measures. The Law of 2014 on halal 
rules, if fully implemented, may be extremely trade distortive and is attracting more and 
more attention from EU and international business). 

If protectionist measures remain unchanged, they would seriously hamper the outcome of 
a possible FTA. Since coming into office, Minister Lembong has made genuine efforts to 
change the trajectory of Indonesia’s trade policy and, backed by President Widodo, he 
has been proactive and vocal about improving business climate and sees the negotiation 
of a CEPA/FTA with the EU as a priority. 
 
 

• Indonesia is the EU’s fifth trade partner in ASEAN.  
• The EU is Indonesia's 4th trade partner, after China, Singapore and Japan. 
• Trade in goods in 2015: €25,3 bn: (EU imports: €15.3 bn; EU exports: €9.9 bn)  
• EU has a negative trade balance: €5,3 bn, most of which in the agricultural sector. 

Indonesia's main exports are commodities, textiles and footwear. EU mainly 
exports manufactures,machineries and appliances, transport equipment, chemical 
products. 

• Trade in services in 2014: EU imports: M€ 1894; EU exports: M€ 4107 ;  
• EU FDI stock in Indonesia: € 25,8 bn in 2014, making Indonesia the EU second 

destination in ASEAN after Singapore.  
 

Scoping and negotiations for an FTA were resumed on 11 September 2015, after being 
stalled since 2013. Despite some movements and a show of goodwill, positions still 
resulted in divergences, confirming that Indonesia was not able at that time to engage at 
the same level of ambition as Vietnam or the Philippines. 
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Annexe: CV Minister Lembong 
 
Contact person:  

  
DG TRADE C2  
  
With input by: , TRADE F1, , TRADE D1 
VISA:  Helena König  
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