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Fc ~word

Facing the global trade, Indonesia will enhance competitiveness of products and services,
expand bilateral, regional and multilateral cooperation for market access and technical issues
and actively participating in International promotion. Market target is not limited to increase
market share for conventional products. Introducing innovative products to create market will
be a new breakthrough in promotion and market development. obal issues such as Good
Agricultural Practices (GAP). Millennium Development Goals and food safety have already

become fully concern of the government and all stakeholders.

This book is meant to guide the readers who are interested in establishing agriculture business
in Indonesia in the field of crop production, post harvest, processing as well as marketing of
various agricultural products including food crops, horticulture, estate crops and livestock.
A brief of data, policies and some investment opportunities are shown to create greater
awareness and stimulate more interest about agriculture investment and trade opportunities
in Indonesia. Detail information could be obtained directly in the field through provincial as

well as districts government.

Should any of serious business players interested in having further information, please contact

office in the Ministry of Agriculture.

Sincerely,

-

Dr. Ir. Zaenal Bachruddin, M. Sc
Director General of Processing and
Marketing of Agricultural Products
Ministry of Agriculture
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Monsc ind Rainfall

When n 2 position of the sun is on the north
hemispt from mid-March to mid-September,
relativel winds blow over the archipelago from
the sou . - the arid continent of Australia; and
east mc 1 characterizing dry season takes place
on a lan rt of the archipelago. The dry season is
generall vailing from May to September. On the
other he ‘hen relative position of the sun is on the
south he here from mid-September to mid-March,
wetwin woverthearchipelagofrom the northeast

- the humid continent of Asia; then west monsoon
characterizing wet season takes place in most parts of
the archipelago. The wet season is generally prevailing
from December to March.

, these patterns do not always rigidly take
ce a large part of the archipelago is covered by
diurnal differences are not significant, which
recipitation be possible anytime. Sunshine is
it, but rainfall - either heavy or light storms
o drop in the dry season period. Rain even
rly all the year round on the islands where
oasses through, and this had resulted in dense
ropical rainforest on the islands of Sumatera,
an, Sulawesi, and also in Irian Jaya.

ity and Temperature

thin the humid equatorial zone, Indonesia has
egree of air relative humidity with an average
1 of 60%. A minimum of 20% was observed in
1 1972. On the average, the mean annual air
umidity ranges around 80% - 90%.

ual mean air temperature in Indonesia is
3°C. As for the higher mountainous region, the
mean air temperature ranges approximately
°C.The mean maximum temperature can reach
ereas the mean minimum air temperature is

nd Storm

1ge wind velocity is generally less than 15 knots
. Strong wind may be blowing occasionally in
any parts of Indonesia that is usually closely related to
tropical storms. Wind velocities of 45 knots per hour

were reported from Rembiga in Jar -y 1976, from
Surabaya in January 1973, and from | 1gpandang in
January 1974.

Nevertheless, the tropical storms are 2 in Indonesia

as it is anticipated that these would not aevelop in land
areas within the latitude of less than 70°. Despite this
anticipation, however, reports of tropical storms were
recorded at Banda area in April 1778, at the islands of
Rote and Timor in April 1843, and the ~*ant ones at Timor
in 1918 and on the island of Floresir 173 and 1993.

Today’s Weather Forecasts

Weather forecasts for some big ¢i s in Indonesia are
provided. Thanks to the Weathernews Inc., the daily
and weekly weather forecast data are automatically
updated. You may also view the satellite imagery
presenting current weather conditions of Central Asia

and Pacific Rim, where Indonesian Archipelago lies.

1.4. Livinginindon ia

Cultural tourism

Indonesia consists of at least 300 ethnic groups, spread
over a 1.8 million km? area of 6,000 inhabited islands.
This creates a cultural diversity, further compounded
by Hindu, Buddhist, Islamic and European colonialist

influences.

From the 3™ century until =~ 13* century, Hinduism
and Buddhism shaped the
best-preserved Buddhist sh

Iture of Indonesia. The
. which was built during
the Sailendra dynasty in th  h century, is Borobudur
temple in Central Java. Afew  ymeters to the southeast
is the Prambanan complex, a mindu temple built during
the second Mataram dynasty. Both the Borobudur and
the Prambanan temple ¢~~~ younds have been fisted in
the UNESCO World Herit:

most Hindus live, cultur:

stsince 1991.In Bali, where
tivals are major attractions
to foreign tourists.

Islam has also contribute eatly to the cultural society
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in Indonesia. As of 2006, about 88% of Indonesians are
Moslem. Islamic culture is prominent in Sumatra, and a
few of the remaining sultanate palaces can be seen in

Medan and Pekanbaru.

Despite foreigninfluences, adiverse array of indigenous
traditional cultures is still evident in Indonesia. The
indigenous ethnic group of Toraja in South Sulawesi,
which still has strong animistic beliefs, offers a unique
cultural tradition, especially during funeral rituals. The
Minangkabau ethic group retain a unique matrilineal
Other

indigenous ethnic groups include the Asmat and

culture, despite being devoted Muslims.

Dani in Papua, Dayak in Kalimantan and Mentawai in

Sumatra, where traditional rituals are still observed.

A discussion of cultural tourism is not complete
without a mention of Yogyakarta, a special province in
Indonesia known as a centre of classical Javanese fine
art and culture. The rise and fall of Buddhist, Hindu,
and Islamic kingdoms in Central Java has transformed

Yogyakarta into a meiting pot of Indonesian culture.

Accommodation

The standards and types of accommodation available
to the tourist vary from 5 star hotels to basic beach
huts, with something to suit every taste and budget.
Most large cities and tourist resorts have a selection of
hotels, but the predominant form of accommodation
is the family run hostel which can be found wherever
there are budget travelers. These losmen provide not
only accommodation, but often also will offer food and
information for the traveler. In very remote villages,
it might be necessary to discuss accommodation
requirements with the village head. in Ubud, and
elsewhere in Bali, many guest houses have been set up

using the traditional family compound as their setting.
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Food in Indonesia

The variety of cultures in Indonesia is reflected in
the wide range of foods in the nation. Since the 15th
century, many European traders have visited the
archipelago to buy different kinds of spices, including
pepper and race. In modern times, many cultures and
countries have influenced the cuisine of Indonesia, such
as Western culture and Asian culture. Many claim that
this diversity has resulted in one of the most unique
cuisines in the world.

Rice is Indonesia’s most important staple food. The
rice is usually served with a side dish, such as chicken,
meats and vegetables. Although the meals are
generally simple, the plentiful use of various roots,
spices, grasses, and leaves adds flavor to most dishes.
Other main meals, such as potato, noodles, soybeans
and wheat are common. The most common method
for preparing food is frying, though grilling, simmering,

steaming and stewing are also used.

Indonesian cuisine is also influenced by Western
culture. The most obvious example is the presence of
fast food companies in Indonesia, such as McDonald’s,
KFC and Pizza Hut.

International airports

Each of the larger Indonesian islands, have at least one
international airport. The biggest airport in Indonesia,
Soekarno-Hatta International Airport, is located in
Tangerang Regency, Banten. There are four more
international airports on Java, Adisumarmo International
Airport in Central Java, Juanda International Airport in East
Java, Achmad Yani International Airport in Central Java
and Adisucipto International Airport in Yogyakarta. On
Kalimantan there is one international airport and there are
two on Sumatra. Bali, which is part of the Nusa Tenggara
Islands, has the Ngurah Rai international Airport.
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1sport Infrastructure

nodes play a role in Indonesia’s transport
re generally complementary rather than
Yoad transport is the predominant mode,
r about 70 percent of freight ton-km and
passenger km.

r unconnected railway networks in Java
dedicated primarily to transport bulk
and long-distance passenger traffic.

: is extremely important for economic

'd for domestic and foreign trade. It is well
ith each of the major islands having at

ificant port city.

land waterways is relatively minor and
certain areas of Eastern Sumatra and
he function of air transport is significant,
here land or water transport is deficient
nt and well established, based on an
nestic airline network where all major

eached by passenger plane.
Highways

gth of roads in 2004 reached about
wt of which, 34,628 km were under the
bility; 649 km toll roads, 37,164 km under
ponsibility; and the rest, 266,564 km
responsibility.

id length, 58 percent is paved. The national
5 in good condition with 95 percent paved
t in good and fair condition. The provincial

is also predominantly in good or fair
district rural and urban roads are only 50
onable condition. Densely populated Java,
of Indonesia’s land area and 62 percent of its
:ounts for 27 percent of the classified road
e other end of the spectrum, Maluku and
percent of the land area and only 2 percent

of population, account for 7 percent of the network.

Indonesia’s first toll road was openeu in 1978 and
placed under the management of the state-owned
toll road company, Jasa Marga which now has overall
responsibility for some 515 km of t  roads. Around
460 km of which are on the island o~ va. Since 1987,
all proposed toll road projects have been required
to be offered to private investors, ~1d so far some
30 percent of the network in op ition has been
developed by private consortia. Th~ ~umber of motor
rwas 19 million
million in 2003.
The motor vehicles in 2003 consi—=>d of 71 percent

vehicles registered by the State Pc
in 1999 (excluded Timor Timur) and
motorcycles, 13 percent passeng cars, 8 percent
trucks, and 3 percent buses. Of ““- total 3.1 million
motor vehicles assembled dom ically about 90

percent were motorcycles.

Urban Transport

Before the 1997 crisis, major urban transport
investments were undertaken. These included toll road
developments involving public-nrivate partnerships
with significant local privateinve: 1ent. Many of these
projects, whichwereimplementeu underBuild,Operate,
and Transfer (BOT) arrangemen are located around
the metropolitan cities in Java, :h as Jakarta, Ciawi,
Bogor, Cikampek, Karawang, Surabaya, and Malang.
Despite rapid infrastructure ¢ relopment in large
urban areas, traffic congestion continues to hamper
large cities like Jakarta, Bandur ~ fedan, Surabaya, and
many satellite towns like Bogc  ikasi, and Tangerang.
Public transport, including es, minibuses, and
taxis, is commonly used despi  oor public transport
facilities. The city of Jakarta implemented a Bus
Rapid Transit system on sever  lometers on key city
route to help ease traffic col _ stion, particularly at
peak times. Car ownership is increasing, following the
liberalization of import mc vehicle rules. At least
three million locally assemt  motorcycles are added
each year; transforming veh i pollution in a serious
problem for the largest citic  nd a rapidly emerging

one among the medium-siz  jes.
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Rural Transport

With more than 292,000 km, about 80 percent of the
total length of the road network is presently under
the responsibility of the local governments. Some 11
r 1 people in remote communities remain without
direct access to the all-season road network, and an
additional 6 mitlion people reported to lack any reliable
connection to the motorized transport network. The
process for identifying road network links to villages
(desa) which are still not connected has not been

clearly established.
Railways

Indonesia has four unconnected railway systems, one
in Java, and three in Sumatra. The Java railway’s core
passenger trafficis intercity with long distance services,
such as Jakarta-Surabaya (820 km), and Jakarta-
Yogyakarta (510 km); and medium distance services,
such as Jakarta-Bandung (180 km), and Jakarta-Cirebon
(200 km). The freight traffic moved by the Java railway
consists mostly of petroleum fuel, fertilizer, cement,
coal, and containers. The South Sumatra dominant
traffic is coal, the West Sumatra railway carries mostly
coal and cement, and the North Sumatra main traffic is
crude palm oil. The total length of track in operation is
5,040 km of which Java is 3,700 km. The rail network is
made of 1,067 mm gauge, and mostly singled tracked.
Some sections in the Jakarta metropolitan region
have been electrified to enable operation of suburban

commuter services by electric railcars.

The total fleet consists of 468 locomotives that include
diesel electric and diesel hydraulic locomotives.
The average fleet age is approximately 30 years
old. Due to inadequate maintenance and lack of
spare parts, the availability and reliability is low.
Revenue contribution and traffic composition vary
significantly among the four railway systems. The Java
railway contributes about 75 percent of the indonesian
Railwaysrevenues,with passengertransportaccounting

for 83 percent of the total. The South Sumatra Railway

16 | >> Guide to Agriculture Investment
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generates some 20 percent of total revenues, of which
freight accounts for 90 percent. The West Sumatra and
North Sumatra contribute only 2 percent and 3 percent
of total revenues, of which freight accounts for 100

percent and 60 percent respectively.

Inland Waterways

There are more than 10,000 km of navigable waterways
among 50 river systems. Over half of these rivers are
in Kalimantan and the rest in Sumatra. These were
originally used mainly for long-haul transport. Most
of the vessels and terminals on the inland waterways
system are owned and operated by the private sector.
Some infrastructure improvements have been carried
out, like the construction of new wharves, dredging of
river channels at several river ports, and installation of
navigational aids. However, because of the high seasonal
variation in the water level of many rivers, without further
investment for improvement of crucial sections, the role
of inland waterways is relatively minor, and limited to

certain areas of Sumatra and Kalimantan

Port and Shipping

Indonesia has some 300 public ports scattered over
the archipelago. Of these, 43 are international liner
service ports; the rest are feeder, and special ports,
serving inter-island, local (small motorized vessels up
to 250 dwt operating in short inter-island or coastal
routes) and sailing vessels (small wooden hulled vessels
which mainly depend on a combination of wind power
and motor propulsion)The most important ports are
Jakarta (Tanjung Priok), Surabaya, Semarang and
Cirebon in Java; Belawan, Pandang, and Panjangon in
Sumatra; Balikpapan, Banjarmasin, and Samarinda in
Kalimantan; Ujung Pandang and Bitung in Sulawesi;

Ambon in Maluku; and Sorong in Irian Jaya.

Jakarta, Surabaya, Belawan, and Ujung Pandang, the
four largest ports, handle most of Indonesia’s export and
import cargoes, except for special commodities such

as crude oil, logs, timber, rubber, palm oil, and fertilizer
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ialized ports. Much of the domestic traffic
destined to these four ports.

ipping is the prevailing means for
ods through the ports in Indonesia. The
carried by inter-island shipping services
0 million tons, farexceedinginternational
t is estimated that inter-island shipping
0 percent of the total sea borne cargo
he country. Especially, for remote islands
nd others, the percentages of cargoes
-island shipping are even higher.

million passengers a year are traveling
and shipping. In remote islands a higher

of the total number of passengers is
y inter-island transport means. There are
't types of inter-island shipping services:
shipping services. Ferries are generally
iint services offered over a relatively short
rpically between adjacent islands, and use
Is that carry a mix of passengers, cars, and
rreas, shipping services are offered on more
wtes, commonly use lift-on lift-off vessels,
stly dedicated cargo services.

port

rt is rapidly increasing; not only, driven by
ient water and land country’s thousands of
| for some areas, the only option. Indonesia
'd the standards of the International Civil
‘ganization with only minor variations, but
ance with the standards is far from uniform
sudden air transport development became
" the collapse of the “New Order” regime in
‘e 1999, there were five scheduled carriers
harter operators.

ere were 23 scheduled airlines operating
enses had been issued. Air transport is
ipidly, with air travelers doubling every
. primarily driven by the low fares. In 2003,
rips were taken, compared with 6.6 million
onservatively, the Directorate General of

Air Communication estimated in 20 million the seats
sold in 2004, which is 7 million more “-an in 1997.

1.6. Economy

Indonesia, a vast polyglot nation 1as struggled
to overcome the Asian financial wisis, and still
grapples with persistent poverty and unemployment,
inadequate infrastructure, endemic corruption, a
fragile banking sector, a poor investment climate, and
unequal resource distribution among regions. The
country continues the slow work « ebuilding from
the devastating December 2004 tsu..omi and from an
~106 that caused

1s. Declining oil

earthquake in central Java in Ma
over $3 billion in damage and |
tion investment
ter in 2004. The
aced increasing

production and lack of new exp
turned Indonesia into a net oil irr
cost of subsidizing domestic fue
strain on the budget in 2005, &
indecisive monetary policy, contr

combined with
:ed to a run on
the currency in August, prompting the government to
enact a 126% average fuel price hike in October. The
resulting inflation and interest r:
growth through mid-2006, while |
prices pushed millions more peop... under the national

hikes dampened

Je increases in rice
poverty line.

Economicreformersintroducedthree policy packagesin
2006 to improve the investment  nate, infrastructure,
and the financial sector, but islating them into
reality has not been easy. K¢ to future growth
remain internal reform, buildir _ up the confidence
of international and domestic investors, and strong
global economic growth. Sianificant progress has
been made in rebuilding Ace  fter the devastating
December 2004 tsunami, andt  province now shows
more economic activity thar »efore the disaster.
Unfortunately, Indonesia suff d new disasters in
2006 and early 2007 includin,. a major earthquake
near Yogyakarta, an industrial accident in Sidoarjo, East
Java that created a “mud vol 0, a tsunami in South
Java, and major flooding in J;  ta, all of which caused
additional damages in the I ins of dollars. Donors
are assisting Indonesia with i isaster mitigation and

early warning efforts.
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Investment Policies Statement

ring, that the importance of private sector
:nt to achieve sustainable economic growth,
nent creation, development of strategic
resources, transfer and implementation of
tive technology and technical skills, export

ind improved balance of payments.

iting, that an appropriate legal framework is
site to promoting a stable, predictable and
e business environment that will encourage
port private economic activity by Indonesian

ign investors.

edging, that an appropriate legal framework
stment must provide certain key principles,
vhich are: equal treatment of investors in similar
ances irrespective of nationality; protection

expropriation, confiscation or requisition of

~2nts and unilateral alteration or termination

of contracts; freedom to repatriate foreign investment

cap
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inve
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and

ind netproceedsthere on;and accesstoimpartial,
nd effective mechanisms for the resolution of

rcial and other investment disputes.

int, that these principles have increasingly
dopted as standard international practice and
een incorporated into national legislation in
ountries, both regionally and globally, and have
:cognized in various international documents,
1g the GATT/WTO Agreements, the APEC Non
I Investment Principles, and numerous bilateral

ient agreements.

ike and Resolves to reform the investment
. legislation and regulations of the Republic
> create an enabling environment for private
ient consistent with the above stated principles,
)aracterized by active promotion and facilitation
stment, transparent criteria for the admission

tablishment of investments, transparency of

government procedures and
minimized restrictions, prohib
licensing requirements based or

of restricted investments.

The government has therefore est
Policy Reform Initiative having
encouragement and facilitatic

investment through reform ar

Iministration, and

35, screening and

”

hort “Negative List

shed an Investment
its objective the
of private sector

implementation of

transparent, predictable, market oriented policies applied

equally to both foreign and dom
Government has recently adopte
including liberalizing the rules
The Government is committed
of the remaining restriction on i
investment. This statement set
and current policies of the Goy
and facilitating private sector il
The Government is fully commit
will take the necessary steps t
implementation. This statement '
detailed investment guidelines 1
future. To encourage and facilitat

Government has adopted the foll

Freedom to Invest

Investors shall be permitted to
the economy except in a sma

which are listed on “Negative

restriction on the size of the in' -

fundsorwhetherthe productsa

for the domestic market. Existin

-

invest in activities other than th-

except for activities stated on“I

Company Formation

Industrial licenses are still

principles of fairness, simple,
mechanism and procedure. F
formation are to be adminis

prompt establishment of bus
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1ajor policy changes,
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rth newly adopted
ment for promoting
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to these policies and
nsure their effective
be supplemented by
e issued in the near
ivate investment, the

ng policies.

‘est in any sector of
umber of activities,
" There shall be no
stment, the source of
destinedforexportor

‘oreign investors may

e initially authorized,
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:ded based on the
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xd so as to permit

'Ss enterprises.
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Taxes and Duties

The Governmentis committed to enhance the country’s
investment climate and international competitiveness
by further reducing and simplifying taxes and duties
through ongoing tax and trade policy reform programs.
The current Indonesia tax law provides tax incentive to
investor who invests in certain sectors and or certain

areas as follows:

. Investment Allowances,

. Accelerated depreciation and amortization,

. Expanded loss compensation but not more than
10 years,

. 10% tax rate for dividend paid toforeign taxpayer,

except to prevail tax convention maintaining

lower tax rate.

. Indonesia always tries to maintain equal
treatment in tax law not only for taxpayers
but also for tax cases that have similarities. By
giving tax incentive to investors, Indonesia
must assure that this incentive granted still
reflect the principle of equal treatment and the
application of that principle did not depart from

the objective of tax incentive.

Availability of fo Foreign Exchange

The Government will continue to ensure, according to
pre-set criteria and procedures that foreign exchange
for import transactions and dividend payments is
freely available and the Government is committed
to ensuring the ease of repatriation of capital and

payments for business services.

Access to Local Funding

The Government is considering introducing a simple
system that will allow foreign investments access to

local funding based on simple established criteria.

22 | >> Guide to Agriculture Investment
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Labor Practices

Within the framework of the labor laws of Indonesia,
the Government recognizes that enterprises may
require foreign expertise. Accordingly, it will continue
to make residence permits readily available according
to prevailing regulation for key personnel required for

employment in such enterprises.

General Infrastructure

The Government recognizes the importance of
infrastructure to support investment and is committed
to make available adequate infrastructure such as
transport, electricity, water and communications
through partnership mechanisms that attract private
capital. Adequate legal protection including guarantees
for the integrity of contracts will be provided.

Availability of Land

The Government is committed to ensure that land for
industrial and commercial use is readily available to
investors. The Government will receive and simplify
all existing land licensing and environmental approval

procedure to ensure transparency.

The Government is committed to develop new
serviced industrial sites and has provided the necessary
framework to enable private investors to develop
industrial sites including through arrangements for

subleasing to other investors.

Encouragement for Small and medium
Enterprises

The country’s small and medium scale enterprises
hold great potential for rapid economic growth and
employment creation. The Government is therefore
dedicated to continuing with various programs assists
these enterprises, including simplifying the regulatory

and policy environment, removing obstacles to






Customs Tariff Book (BTBMI) being 5% or lower,
the effective tariffs shall be those in BTBMI:

0 On the importation of capital goods
namely machinery, equipments, spare
parts and auxiliary equipments for an
import period of 2 (two) years, started
from the date of stipulation of decisions

on import duty relief.

0 On the importation of goods and
materials or raw materials regardless
of their types and composition, which
are used as materials or components to
produce finished goods for the purpose
of two years full production (accumulated

production time).

Exemption from Transfer of Ownership Fee for
ship registration deed / certificate made for the

first time in Indonesia.

Tax Facilities

The government has introduced a Tax Bill No's
16, 17, 18, 19 and 20 of 2000 and applied since
January 1, 2001. Based on this tax law, the
domestic and foreign investors will be granted
tax allowances in certain sector and/or area as

follows :

. An Investment Tax Allowance in the form of
taxable income reduction as much as 30 %
of the realized investment spread in 6 (six)

years.
. Accelerated depreciation and amortization

. A Loss carried forward facility for period of

no more than 10 (ten) years.

. A 10 % income tax on dividends, and
possibly being lower if stipulated in the

provisions of an existing particular tax

t oy
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b. The government has also introduced provisions
No's 146 of 2000 of 2000 and 12 of 2001 on the
importation and/or delivery of Selected Taxable
Goods, and or the provision of Selected Taxable
Services as well as the importation and or
delivery of Selected Strategic Goods which are
exempted from For certain industries or sectors
and/or location of projects which are considered
a national priority in terms of exports and the
development of remote areas, the government

will provide tax incentives.

Export Manufacturing

There are many incentives provided for exporting
manufacture products. Some of these incentives are as

follows;

. Restitution (drawback) of import on the
importation of goods and materials needed to

manufacture the exported finished products.

. Exemption from Value Added Tax and Sales
Tax on Luxury goods and materials purchased
domestically, to be used in the manufacturing of

the exported products.

. The company can import raw materials required
regardless of the availability of comparable
domestic products.

Bonded Zones

The industrial companies which are located in the
bonded areas are provided with many incentives as

follows;

. Exemption from import duty, excise, income
tax of Article 22, Value Added Tax on Luxury
Goods on the importation of capital goods
and equipment including raw materials for the

production process.

. Allowed to divert their products amounted to
50% of their export (in term of value) for the
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hts on land of non-state-forest area, whereas
e-forestarea,the Law No.5 of 1967 onforestry
. To foreign as well as domestic investors,
fing three main rights are significant; the
vation Right (Hak Guna Usaha, abbreviated
the Right of Building on Land (Hak Guna
, abbreviated as HGB) and the Right of Use
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Foreign investors who obtained mining contract from
the Minister of Mines and Energy or the Respective
Governor / the District Head or forest exploitation
rights and or plantation right from the Ministry of
Agriculture or the Respective Governor/District Head
could automatically use the land within their business
license. In case investors want to use the land for
different purposes, special applications should be
submitted to the Ministry or the respective Governor /
District Head concerned. These rights have no collateral

value to the owner.

2.7.Relevant International
Agreement

Investment Guarantee and Protection
Agreement

A number of governments provide investment
guarantees to other nationals who make overseas
investment in their countries. In most cases,
these guarantees cover compensation in case of
nationalization or expropriation, damages or losses
caused by incidents of war, revolution or insurrection
and payments for any approved remittance pursuantto
the investment in case of non-convertibility of currency
of the host country. To provide security for foreign
investment, the Government of Indonesia concludes
Investment Guarantee Agreement (IGA) with ASEAN
governments. Besides, Indonesia signed bilaterally the
Investment Promotion and Protection Agreements
with 55 countries, namely: Argentina, Algier, Australia,
Bangladesh, Belgium / Luxembourg, Cambodia, Chile,
People Republic of China, Cuba, Czech Republic,
Denmark, Egypt, Finland, France, Germany, Hungary,
India, Italy, Jamaica, Jordan, Democratic People’s
Republic of Korea, South Korea, Kyrgyzstan, People
Democratic Republic of Laos, Malaysia, Morocco,
Mauritius, Mongolia, Mozambique, The Netherlands,
Norway, Pakistan, The Philippines, Poland, Qatar,

Romania, Singapore, Slovak Republic, Spain, Sri Lanka,
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Sudan, Suriname, Sweden, Switzerland, Syria, Thailand,
Tunisia, Turkmenistan, Turkey, Ukraine, UnitedKingdom,

Uzbekistan, Vietnam, Yemen and Zimbabwe.

To create a favorable international investment climate,
Indonesia has also signed multilateral agreements,
thereby promoting foreign direct investment
in Indonesia. Indonesia is now a member of the
Multilateral Investment Guarantee Agency (MIGA),
which will protect investment against various political

risks.

To deal with foreign investment disputes, Indonesia has
become a signatory member of the International Center

on the Settlement of Investment Disputes(ICSID)

Intellectual Property Right

Indonesia has made a great progress on intellectual
property protection since 1986. Indonesia is a member
of the World Intellectual Property Organization and is
party of certain sections of the Paris Convention for
the protection of Intellectual Property. Pursuant to
obligations under the Agreement on Trade-Related
Aspects of Intellectual Property Right (TRIPs), one
of the Uruguay Round Agreements, Indonesia has
amended Patent Law, Copyrights Law and Trademark
Law in 1997.

Patent

Indonesia’s first patent law entered into effect on August
1, 1991 but then it was replaced on August 1, 2001
by Law No.14 of 2001. The Law and its implementing
regulations outline patent applications, procedures,
application fees, registration of patent consultants,
and patent announcements. Products and production
processes are in principle patentable subject to certain
requirements. The Law provides protection for a period
of 20 years for Patent and 10 years for Simple Patent,

both of them can not be extended.
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Multiple-Journey Business Visa travel visa gives the

bearer the right to make several

tries to Indonesia

within a period of 12 (twelve) months and each stay be

up to 2 (two) months.

For business or tourist travelers
have obtained the two months
multiple-journey business visas a
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Limited Stay Visas or Temporary Resident
Visas

Limited Stay Visas are valid for three months to one year
and are issued exclusively to experts for the national
development and to expatriates who are involved in
training or other educational or scientific programs in
line with the prevailing government regulations. Direct

dependents can also qualify for this type of visa.

Re-entry Permit

Non-citizens with residential status in Indonesia must

have valid re-entry permits to re-enter Indonesia.

2.9. Environmental Protection

. In 1990, the government established the
Environmental Impact Management Agency
(BAPEDAL) and then, since 2002 this agency
merges into the Ministry of Environment
which is responsible for the development
and implementation of national policies and
programs for environmental management,
particularly as they relate to urban and industrial

pollution and hazardous waste management.

. The Ministry of Environment oversees a
decentralized enforcement system (conducting
environmental assessment) through the

Regional Environment Management Agency

(BAPEDALDA)andregionallaboratoriestoensure

efficient monitoring of the implementation of

environmental policies.

2.10.Business Entrance

indonesia has been stipulated the new law No:
25/2007 concerning Investment (in iIndonesia), to meet
the above Investment law Indonesia Government is

preparing the derivates regulations.

For the transition, few fields of business activities

are regulated by Presidential Decree No. 96 of
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2000 as amended by No. 118 of 2000. There are 11
(eleven) business activities closed for any investment
(domestic as well as foreign / PMA) such as cultivation
and processing marijuana, collection / utilization of
sponges, industries of harmful chemicals and chemical
weapon, which are listed in the attachment-l of the
mentioned decrees. There are 8 (eight) business
activities and closed for PMA companies such as germ
plasma cultivation, concessions for natural forest,
which are listed in the attachment-Il. In addition, there
are 9 (nine) business activities opened on the condition
of joint venture between foreign and domestic capital,
such as developing and operating of harbor, electricity
production, transmission and distribution, as listed in
the attachment-lIl. List of business activities which are
opened for investment if fulfilled certain conditions is
listed in the attachment-1V, such as cultivation of fish in
fresh water, industries of pulp made of wood and ethyl
alcohol.

2.11.The Indonesian Regulatory
Environment

The Indonesian Invesment Process

. The Capital Investment Board (BKPM)

the responsibility to administer and grant
investment application. BKPM issues licenses for
both domestic (PMDN) and Foreign investment

(PMA).

. Service and/or licencing convenience may be
given and renewed in advance simultaneously
and may be further renewed upon request of

the investors in form of :

a. Hak guna usaha [leasehold] may be given for 95
[ninety-five] years and simultaneously renewed
in advence for 60 [sixty] years, and it may be
further for 35 [thirty-five] years.

b. Hak guna bangunan [building rughts] may be
given for 80 [egihty] years, and simultaneously



ewed in advence for 50 [fifty] years, and it
y be further renewed for 30[thirty] years, and

¢ pakai [right of use] may be given for 70
/enty] years and simultaneously renewed in
rence for 45 [fourty-five] years, and it may be

‘her renewed for 25 [twenty-five] years

+ government shall provide the same
itment to any investors originating from
' countries making investement in Indonesia
suant to the rules of low. Treatment set forth
Il not apply to investor of certain coutries
t have received privilege by virtue of an

eement with Indonesia.

1-stop intergrated service is meant to assist
astor in obtaining service counveniece, fiscal
lity, and information about investement.

a-stop intergreted service shall be provided

by authorized institutic
investement sector that h
or assigned by institution ¢
the authority to issue licen:
in a province or regency/ci
method and implementati
integrated service set fort

with presitential regulation

The approval process today
is easier than before 1997,

The professional adviser is t

for any new company wishi

There are regional BKPM
located in provinces, knowt

responsibility for issuing lic

The new Investmant Law (n
eliminates many impedirn

investment procedures.
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Cocoa
Area and Production Year 2003 - 2006*)

Area (Ha) Production(Ton)
2003 959.007 697.166
2004 1.090.960 691.704
2005 1.167.046 748.828
L 2006%) 1.191.742 779.473

Sources: 1. Bureau of Central Statistics, Indonesia
2. Ministry of Agriculture, Republic of Indonesia
Note: *) Preliminary

Coconut
Area and Production Year 2003 - 2006%)

Year Area (Ha) Production(Ton)
2003 3.913.130 3.254.854
2004 3.797.004 3.054.514
2005 3.803.613 3.096.846
2006*) 3.817.798 3.156.875

Sources: 1. Bureau of Central Statistics, Indonesia
2. Ministry of Agriculture, Republic of Indonesia

Note:  *) Preliminary

Palm Qil
Area and Production Year 2002 - 2006*)

Area (Ha) Production(Ton)
2003 5.283.557 10.440.834
2004 5.284.723 10.830.389
2005 5453.816 11.861.615
2006*) 6.074.926 13.390.807

Sources: 1. Bureau of Central Statistics, Indonesia
2. Ministry of Agriculture, Republic of Indonesia

Note: *) Preliminary
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V.

NVESTMENT AND TRADE OPPORTUNITY OF IND

4.1. westment and Trade Opportunities by Province

No. Provinces Type of Business L

1. ingroe Aceh Darussalam Food Crops: Paddy, Corn, Pidie, Biret
Soybean Pidie, Biret
Horticulture: Chili, Fruits: West Aceh
Durian, Banana Aceh Singl
Estate Crops: Palm Oil, East Aceh,
Rubber, Coffee, Cocoa Besar, Pidic
Clove South Acel
Livestock: Native Chicken, North Acel
Duck, Broiler, Cow, Goat

2. rth Sumatra Food Crops: Paddy, Corn, Deli Serdat
Cassava, Peanut Simalungu
Horticulture: Vegetables, Karo, Dairi, B
Potato, Chili, Shallots Fruits: Karo, Binjai, ~ :li Serdang,
Rambutan, Durian, Banana, Langkat Sir ungun.
Orange Karo, Binjai, i Serdang,
Estate Crops: Palm Oil, Langkat Sin ingun.
Rubber, Coffee, Cocoa South Tapar  North
Clove Tapanuli, Sit  ungun, Dairi,
Livestock: Native Chicken, Deli Serdan  angkat.
Duck, Broiler, Cow, Goat South Tapal , Asahan, Deli

Serdang, La :at

3. ast Sumatra Food Crops: Paddy, Corn Solok, Pesis  :latan, Agam,
Horticutture:Potato, Padang/Par  an,Tanah
Chili, Shallots Cabbage, Datar, Pasar , 50 Kota
Asparagus and Broccoli Solok, Agan  inah Datar
Estate Crops: Palm Oil, Padang Pari  an, Solok,
Rubber, Coffee, Cocoa Agam,Tana  atar, Sawah
Clove, Arabica Coffee, Lunto, 50 K¢
Coconut Solok, Aga Tanah Datar,
Livestock: Beef Cattle Pesisir Selat ~ Sawahlunto

4, uth Sumatra Horticulture: Pineapple, Muara Enin JDKU, MUBA, P.
Banana, Vegetables, Duku Alam, Lahat
Estate Crops: Paim Oil, OKU, OKI, M\, M. Enim
Rubber, OKU, OK], IBA, M. Enim,
Livestock: Cow, Buffalo, Palembang, an llir

Goat, Chicken
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Cassava
Horticutture: Fruits: Durian,
Banana, Orange

Estate Crops: Palm Qil,
Rubber, Coffee, Cocoa,
Pepper

Livestock: Broiler, Chicken,
Duck, Broiler, Cow, Goat.

5. | Riau Food Crops: Paddy, Corn Kampar, Indragiri Hulu,
Horticulture: Fruits: Durian, Indragiri Hilir, Bengkalis
Banana, Orange Kampar, Indragiri Hulu,
Estate Crops: Palm Oil, Indragiri Hilir, Bengkalis
Rubber, Cocout, Rubber Dumai, Indragiri Ilir, Rokan
Livestock: Beef, Cattle, Hulu, Indragiri Hulu, Bengkalis,
Goat. Chicken Kuantan Singgigi, Bengkalis
6. | Bangka Belitung Food Crops: Paddy, Corn Sungai Liat, Merawang, West
Horticulture: Orange, Mendo, Belinyu
Banana, Chili, Sungai Liat, Merawang, West
Estate Crops: Palm Qil, Mendo, Belinyu
Rubber, Coffee, Cocoa Bakam, West Mendo
Clove Sungai Liat, Merawang, West
Livestock: Native Chicken, Mendo, Belinyu, Bakam
Duck, Broiler, Cow, Goat
7. | Kepulauan Riau Estate Crops: Palm Oil, Kepulauan Karimun, Natuna
Coconut, Rubber
8. | Bengkulu Food Crops: Paddy, Corn Bengkulu City, South
Horticulture: Tomato, Bengkulu.
Vegetables Fruits: Orange, Bengkulu City, South
Mangosteen, Mango, Bengkulu.
Durian, Bengkulu City, South
Estate Crops: Palm Oil, Bengkulu, North Bengkulu
Rubber, Coffee Bengkulu City, South -
Livestock: Laying Pullet, Bengkulu, North Bengkulu
Purebred Chicken, Duck, Rejang Lebong
Cow
9. | Jambi Food Crops: Paddy, Maize East Tanjab, Merangin, Muara
' Horticulture: Pineappple, Bungo, Kerinci
Potatoes, Durian, Lanzon Sorolangun, Tanjab Timur,
Estate Crops: Palm Qil, Kerinci, Merangin, Muaro,
Rubber, Cassiavera Tebo.
Livestock: Cow, Duck, Goat Kerinci, Merangin, Muaro,
Tebo
Kerinci, Merangin, Muaro,
Tebo, Tanjung Jabuna
10. | Lampung Food Crops: Paddy, Corn, Lampung, Tulang Bawang,

North Lampung

South Lamung, Central
Lampung, Tulang Bawang,
North Lampung

Central Lampung, North
Lampung, Tanggamus, South
Lampung

Central Lampung, North
Lampung, Tanggamus, South
Lampung
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12.

Rubber, Cocoa
Livestock: Beef Cattle,

Estate Crops: Clove, Tea
Livestock: Native Chicken,
Duck, Broiler, Cow, Goat

Buffalo, Goat
13. est Java Food Crops: Paddy, Corn, e Karawang,! ramayu,
Soybean Subang
Horticulture: Chili, Fruits: e Sukabumi, dung,
Durian, Banana, Pineapple, Garut, Cian,  Sumedang,
Mango, Mangosteen, Purwakarta dramayu
Vegetables e Hillarearec cies, Bandung
Estate Crops: Tea, Rubber, e Sukabumi, dung,
Sugarcane Garut, Cian  Sumedang,
Livestock: Dairy Cow Purwakarta dramayu
Chicken, Sheep
14. | 7 stJava Food Crops: Paddy, Corn, e Jember, Bai wangi,
Soybean Lamongan, ban, Pasuruan,
Horticulture: Chili,Fruits: Lamongan
Durian, Banana e Tuban,Pon go, Lamongan,
Estate Crops: Palm Lumajang, ar
QOil, Rubber, Coffee, e Banyuwanc Aalang, Blitar,
Cocoa,Tabasco, Sugarcane Bondowost acitan
Livestock: Native Chicken, e Lumajang, ar, Banyuwangi,
Duck, Broiler, Cow, Goat Malang, Bo owoso, Kediri,
Mojokerto
15. ntral Java Food Crops: Paddy, Corn, e C(Cilacap, Gr 2gan, Demak,
Soybean, Cassava Magelang, bumen,
Horticulture: Chili, Banyumas
PotatoesFruits: ¢ Rembang, ‘bes,Pati,Blora,
MangoDurian, Banana Jepara, Cili  p, Wonogiri

Banyumas, ~ '‘mbang, Brebes, |
Pati, Blora, . _para, Cilacap,
Semarang, bumen.
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16. | Special Area of Yogyakarta Food Crops: Paddy, Corn, Sleman, Bantul, Kulon Progo,
Soybean Gunung Kidul
Horticulture: Chili, Sleman, Bantul, Kulon Progo,
CarrotFruits: Melon, Salacca, Gunung Kidut
Banana Sleman, Bantul, Kulon Progo,
Livestock: Native Chicken, Gunung Kidul
Duck, Broiler, Cow, Goat
17. | Central Kalimantan Food Crops: Paddy, Kapuas, Basarangm
Soybean, Peanut, Kutawaringin, Sukamara
Mungbean Pulau Pisau, Kapuas,
Horticulture: Rambutan, BarutKuta Waringin Barat,
Banana, Salacca, Eggplant, Palangkaraya, Kapuas,
Cucumber, Vignette, Chilj, Murung Raya
Fruits: Banana West Kota Waringin,
Estate Crops: Palm Oil, Kamandanu, Palangkaraya,
Rubber, Cocoa, Coconut Murung Raya
Livestock: Beef Cattle, East Kota Waringin, Seruyan,
Buffalos, Goat Dulang Pisau
18. | East Kalimantan Food Crops: Paddy, Corn, Tenggarong, Kutai
Soybean, Peanut Kertanegara, Babulu, Sebatik
Horticulture: Chili, Fruits: Istand, Talisayan, Malinau
Banana, A Bread Tree, Pasir, Kutai, Bulungan, Berau,
Orange, Jackfuit Nunukan.
Estate Crops: Palm Oil, Pasir, Kutai, Bulungan, Berau,
Rubber, Coffee, Cocoa Nunukan.
Pepper
Livestock: Deer Bread,
Buffalos, Beef Cattle, Goat
19. | West Kalimantan Horticulture: Aloe Sambas, Bengkayang,
Vera,Fruits: Orange, Durian Ketapang, Pontianak,
Estate Crops: Palm Oil, Sanggau, Sintang, Kapuas
Rubber, Coffee, Cocoa Hulu
Livestock: Cattle, Goat, Pig Sambas, Bengkayang,
Ketapang, Pontianak,
Sanggau,
Landak,Kapuas Hulu,
Ketapang, Sintang,
Pontianak, Landak
20. | South Kalimantan Food Crops: Paddy, Corn, Banjarmasin, Banjar, Hulu
Soybean Sungai Selatan, Tapin Hulu
Horticulture: Chili, Fruits: Sungai Tengah
Orange, Banana Banjarmasin, Banjar, Hulu
Estate Crops: Palm Oil, Sungai Selatan, Tapin Hulu
Rubber, Coffee Sungai Tengah
Livestock: Chicken, Duck, Banjarmasin, Banjar, Hulu
Broiler, Cow, Goat Sungai Selatan, Tapin Hulu
Sungai Tengah
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jali

Estate Crops: Arabica
Coffee, Clove, Cashewnut
Livestock: Native Chicken,
Duck, Broiler, Cow, Goat

Buleleng, ™ nli, Karangasem,
Jembran:

Jembrani arangasem,
Buleleng, anyar

ast Nusa Tenggara

Food Crops: Corn,
Sweetpotato, Cassava
Horticulture: Banana,
Orange

Estate Crops: Coffee, Cocoa,
Cashew Nut, Ostrich
Livestock: Beef Cattle

Belu,Wes imba, Sikka
East Loml < Ende, Kapet
Mbay, Ea  imorTengah
Manggar. Ngada, Kapet
Mbay, ea« umba, North
TimorTer h.

Manggar. {upang, Alor,
East Flore

isa Tenggara Food Crops: Paddy, Corn, Central L bok, Sumbawa,
Soybean Labangke ompu, Bima
Horticulture: Chili, Shallot, Central L bok, Sumbawa,
Fruits: Mango, Banana East Loml <
Estate Crops: Coffee, Mataram  1tral Lombok,
Coconut, Cashew Nut Sumbaw:
Livestock: Beef Cattle, Mataram  atral Lombok,
Buffalo Sumbawe

ulawesi Food Crops: Paddy, Corn, Bone,Waj inrang,
Soybean, Cassava Bulukumba, Bantaeng,
Horticulture: Marquise Soppeng, Gowa, Jeneponto
Estate Crops: Cocoa, Arabica Gowa, ma 153, Tana Toraja
Coffee, Murbei Makassar, ne, Enrekang,
Livestock: Beef Cattle, Toraja
Buffalo, Pig Bone, Gov _, tator, Luwu

Timur, Pin - 1g, Maros,
Takalar

ulawesi Food Crops: Paddy, Corn, Minahasa, " »lang
Cassava Mangand: ,
Estate Crops: Coffee, Cocoa, Minahasa, »lang
Clove Mangand: |, Talaud
Livestock: Native Minahasa, " lang
Chicken,Duck, Broiler, Beef Mangand: , Talaud
Cattle, Pig

lawesi Food Crops: Paddy, Maize, Polewali, I ndar, North
Soybean Mamuju

Horticulture: Mangosteen,
Orange, Banana

Estate Crops: Palm Qil,
Arabica Coffee, Cocoa
Livestock: Beef Cattle, Goat,
Poultrv

Mamuju,!  masa, majene,
Mandar, P ' “wali
Mamuju, M masa, majene,
Mandar, Polewali
Mamuju, Mamasa, majene,
Mandar, Polewali
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27. | Central Sulawesi Food Crops: Paddy, Maize, Donggala, Parigi, Banggai,
Peanut Maoutong
Horticulture: Shallot Donggala, Palu
Estate Crops: Cocoa, Donggala, Parigi, Banggai,
Coconut Maoutong
Livestock: Cow, Goat, Village Donggala, Parigi, Banggai,
Hen Maoutong

28. | South East Sulawesi Food Crops: Paddy, Corn, Konawe, Konsel, Bombana,
Cassava Buton
Horticulture: Mango, Kendari, Kolaka, Konawe,
Papaya, Orange, Buton
PineappleChili, Kendari, Kolaka, Konawe,
Estate Crops: Cocoa Buton
Livestock: Beef Cattle, Kendari, Kolaka, Konawe,
Poultry Buton

29. | North Maluku Food Crops: Sweet Potato, North Maluku
Cassava North Maluku
Horticulture: Banana North Maluku
Estate Cocoa Clove North Maluku
Livestock: Beef Cattle, Goat

30. | Maluku Food Crops: Paddy, Corn Central Maluku, South East
Estate Crops: Coconut, Maluku
Cocoa Clove Central Maluku, South East
Livestock: Beef Cattle, Goat Maluku

Central Maluku, South East
Maluku

31. | Papua Estate Crops: Palm Qil, Jayapura, Manokwari, Yapen,
Cocoa Waropen

32. | Westirian Jaya Food Crops: Sago, Paddy, Sorong Selatan, Kaimana,
Cassava, Soybean, Corn Manokwari
Horticulture: Banana Manokwari, Sorong Selatan
Estate Crops: Palm Qil, Fak-fak, Kaimana, Teluk
Nutmeg, Coffee, Cocoa Bintuni, Sorong Selatan
Clove Sorong Selatan
Livestock: Native Chicken,
Broiler

33. | Gorontalo Food Crops: Corn Boalemo, Gorontalo,
Estate Crops: Cocoa, Pawoatu
Clove, Jatropa, Coconut, Boalemo, Gorontalo,
Sugarcane Pawoatu
Livestock: Beef Cattle, Boalemo, Gorontalo,
Poultry Pawoatu
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3) COCOA INDUSTRY DEVELOPMENT PLAN IN SOUTH SULAWESI

DESCRIPTION DETAILS
Project Name : Cocoa Processing of Development Project in South Sulawesi
Project Type/Main : Industry processing of raw materials iliquor, butter, powder, and cake)
Focus development
Location : Makassar City and Sub - Province of Bone
Budget (USD) : -
Time : 5 (five) year operational
Investment Type : 1. Partnership

2. Self capital/ direct - investment
3. Joint venture

Status : Cocoa beans in South Sulawesi were produced by smallholders estate crops
in 2005, productivity 179,522 tonnes from total acreage as 224,745 ha in
sub sector province of Luwu Utara, Luwu, Pinrang, Luwu Timur, and Bone

Contact Person : Estate Crops Services of South Sulawesi Province
JI. Urip Sumoharjo, Makassar — South Sulav i
Telp. 62-(411) 449918 ; 424869

Email : disbun@sulsel.go.id

4) LIVESTOCK INDUSTRY IN CENTRAL KALIMANTAN

DESCRIPTION DETAILS

Project Name : Animal Husbandry Development Project in Central Kalimantan

Project Type/Main : Beef Cattle Breeding Development
Focus

Location : In Regencies/City: Katingan, Gunung Mas and Seruyan

Work Scope Supplying the beef cattle (inside and outside the country)
Making the Stalls

buying the stall equipment and livestock weight measurement tool.
Making a hedge of fence (barbed wire) in the breeding place
Planting livestock green food

Seedling prime livestock green food

Making livestock food storage

Making water reservoir for livestock

Making livestock waste processing place

Supplying concentrate food

Supplying medicine, vitamin and mineral

T an g
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