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Introduction 
 Major economic reforms in Indonesia were generally a result of 

external shocks and pressures. 
 Government reforms mostly focused on liberalizing investment 

and trade policies and simplifying administrative procedures for 
investment 

 Many regulatory reforms have been introduced via presidential 
instructions (INPRES) since 2003.   

 The reforms have been limited in scope, applying to specific 
sectors or objectives, and were assigned to respective 
government ministries/departments 

 Under President Yudhoyono’s administration since 2004, 
regulatory reforms have been one of the government’s agenda. 
The president introduced three economic packages in 2006 aimed 
at improving the investment climate, reforming the financial 
sector, and encouraging infrastructure development, followed by 
two additional packages in 2007 and 2008 

2 



Oil Boom Era 

(1970s-early 1980s) 

Liberalization Era (mid-

1980s to 2003) 

Consolidation Era (2003-

present) 

Background Economy relying on oil 
revenue 

Economy seeking diversification  A more balanced economy, with 
various sectors contributing to 
growth 

Policy Process Full government 
discretion 

Government discretion 
Rise of economic technocracy 
IMF-mandated reform (from 
1997/98 through 2003)  

Various new laws and 
regulations 
Policy Transparency, involving 
stakeholder consultations 
Decentralized administration 
Reforms are internalized and 
extended 

FDI Policy High FDI restrictions 
Limited number of 

sectors open to FDI 
(“positive list” of 
investment) 

Strong Divestment 
requirements 

Period of reform 
Transformation of “positive list” 

to “negative list” in 1986 
Allowed 100% foreign equity 

ownership from 1994 
Reduced divestment 

requirements 
Reduced minimum initial capital 

requirement 
Eased restrictions to expatriates 

and use of imported machinery 
Incentives for export-oriented 

investment 

Liberalization adjusted to domestic 
conditions and capacity 

Clarity and regular review of 
investment list 

Equal treatment of foreign and 
domestic investors 

Better investment services 
Incentives 

 

Developments of Indonesia’s Investment Policy 



Reforms Development : 2005-2010 

Infrastructure 

Financial 

INPRES 
3/2006 

INPRES 
6/2007 

INPRES 
5/2008 

INPRES on Enhancement 
of National Development 

Priority 

Focus: Investment 

Climate 

85 actions 

i.e to reform 

Investment Law, 

Investment List 

Focus: Real Sector and 

Small-Medium Business 

165 actions 

4 groups of issue: 

investment climate, 

financial, infrastructure, 

and small business 

Focus: 2008-2009 Reforms 

193 actions 

Covering issues of 

investment climate, 

financial, infrastructure, 

small business, 

environment, energy labor, 

ASEAN commitment 

 

Among others are 

Investment Climate 

Improvement 

INPRES= Presidential  Instruction 
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2009 – A Crucial Window of 
Opportunity 

The onset of a new government and a 
new cabinet. 

The global economic downturn raised the 
need to continue the reform. 

The Medium Development Plan (RPJM) 
2010-2014 was set up. 

The Plan includes regulatory reforms for 
improving investment climate, 
infrastructure, energy and environment. 
 



Hierarchy of Legal Framework  in Indonesia 

1. The Constitution (UUD 1945) 
2. Laws 
3. Regulations in lieu of laws (PERPU) 
4. Government Regulations (PP) 
5. Presidential Decrees (PERPRES) 
6. Local Regulations (PERDA) 
7. Ministerial Decrees (PERMEN) 
8. Ministerial Decisions (KEPMEN) 
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 Conducted based on the Legal Framework of 
Law and Regulation-Making Process. 

 Both executives and legislatives have the 
opportunity to propose the new laws,  the 
amendment of the laws as well as the 
abolishment of the laws. 

 Regulatory reform other than laws are 
conducted by the respective ministry(es). 

 Basically the local-regulation making process is 
similar  with the national-regulation process. 

 

 

 

 

Law and Regulation Making-Process 
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Law No. 10 of 2004 on the 

Formation of Laws and 

Regulations 

Presidential 

Regulation No. 61 of 

2005 on the Procedure 

and Management of 

National Legislation 

Program (Prolegnas) 

Presidential Regulation No. 68 

of 2005 on Procedure to Prepare 

Draft Laws, Draft Government 

Regulations in Lieu of Laws,  Draft 

Government Regulations and Draft 

Presidential Regulations 

Presidential 

Regulation No. 1 of 

2007 on the Formalization, 

Legislation, and 

Dissemination of Laws and 

Regulations 

Presidential 

Regulation (not 

yet available) on 

the procedure to 

prepare draft 

local regulations 

Regulation of Home 

Affairs Minister No. 16 

of 2006 on the Procedure 

for the Formation of Local 

Legal Products  

Regulation of Home 

Affairs Minister No. 15 

of 2006 on the Types and 

Forms of Local Legal 

Products  

The Legal Framework of Law and Regulation-Making Process 
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The Legal Framework...contd. 

 Law No. 10/2004 on the Formulation of Laws and Regulations 
 Outlines the general principles for making laws and regulations (good 

regulatory criteria) 

 Emphasizes transparency and participation – people’s right to comment 
verbally or in writing 

 Implementing regulations (Presidential Decree  (Perpres) No. 61/2005, 
Perpres 68/2005, Perpres 1/2007) maintain the orientation toward popular 
participation 

 Some aspects of best-practices of Regulation Making such as the 
public-consultation, getting expert-views are a part of the 
process, however; 

 Regulatory Impact Assessment (RIA) has not been (fully) 
implemented in the process of formulating new-regulation. 
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Why Regulatory Reform? 
1) Legal Certainty – ensure that regulations are transparent 

and clearly worded, legally authorized, consistent with other 
regulations, and effectively applied in practice. 

2) Economic Growth – stimulate business and economic 
activity that generates jobs, exports, and incomes through 
innovation and increased productivity by minimizing 
unnecessary regulatory burdens and reducing Indonesia’s 
high-cost economy. 

3) Anti-Corruption – reduce opportunities for corrupt acts 
through greater regulatory transparency and reduced 
bureaucratic discretion. 

4) Public Services and Bureaucratic Reform – improve the 
delivery of public services and the implementation of 
government activities. 

5) Enhancing Democratic Processes and the Rule of Law – 
improving regulatory decision-making processes and 
enforcement in practice raise the respect by Indonesian 
citizens for democratic processes and the rule of law. 
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Agencies  involved in the Regulatory Reform 

- All line ministries, both in central and local governments, 
are conducted there respective regulatory reform. 

- National Planning Agencies (BAPPENAS) has develop a 
model to analyze laws and regulations and to conduct the 
inventory of regulations related to infrastructure 

- Coordinating Ministry of Economic Affairs (CMEA) will 
take care of the implementation and monitoring of 
regulatory reform related to Doing Business.  

- Ministry of Law and Human Rights are responsible to 
harmonize laws and regulations.  

- The parliament (National and Locals) are in charge of 
proposing new laws as well as reviewing the existing laws 
to be amended and to be abolished. 
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 The local-government regulations (PERDA) are formulated 
in the similar way as the central-government or national 
regulations. 

 Reform in the local government is a very crucial thing, due 
to the decentralization system that Indonesia has 
implemented since 1999. 

 The reform of local-government regulations are mainly 
directed to reduce the numbers of PERDAs that has been 
increasing abundantly since the decentralization. 

 The process of reviews of the local regulation are 
conducted by Ministry of Home Affairs.   

 Currently around 4.000 of PERDAs has been abolished due 
to  the conflicting and overlapping with national or local 
regulations, or considered to be unproductive. 

 

 

 
 

Regulatory Reform in  Local Governments 
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Challenges of Regulatory Reform 

 No institutional framework and regulatory reform system. 

 Problems due to the decentralization; local governments 
tend to regulate almost everything. 

 Increasing numbers of regulations both in central and 
local governments, but; 

 No inventory system or data base is in place.  

 Difficulty in abolishing or amending the laws and 
regulations. 

 Problems in coordinating related agencies and stake-
holders to conduct the regulatory reform. 

 No national mechanism or best-practices adopted for 
regulatory reform. 
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Opportunities to conduct  
Regulatory Reform 

 The political will, shown by the inclusion of regulatory reform in the 
Medium Development Planning 2010-2014.  

 The increase of public-participation in monitoring the process of law and 
regulation-making as well as in the process of reform. 

 The incresing-awareness among government officials on the need to do 
and to implement the best-practices of reform. 

 Access to international best-practices to be adopted, such as the OECD 
Regulatory Reform Toolkits, the APEC-OECD Integrated Checklist on 
Regulatory Reform and APEC Good Practice Guide on Regulatory Reform. 

 Indonesia (under the Ministry of Finance) will conduct the OECD 
Regulatory Reform Review of Indonesia in 2011-2012.  The review will take 
the specific challenge reforms in some sectors such as infrastructure and 
investment. 

 Some ministries already have the unit that conducts the monitoring and 
reviewing the respectives regulations. 
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In Conclusion 
1. Indonesia needs to work more intensively toward 

regulatory reform through establishing the 
institutional framework and the system of regulatory 
reform. 

2. Inventory System and Data Base of the flows of laws 
and regulation and the existing laws and regulations 
should be set up. 

3. Adequate resources (human, financial, knowldege) 
are required. 

4. High-level political support is a must. 
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THANK YOU 
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