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REMARKS 
BY 
HE. MOHAMAD S. HIDAYAT,
MINISTER OF INDUSTRY OF THE REPUBLIC OF INDONESIA
AT MEETING WITH 
US ASEAN BUSINESS COUNCIL
JAKARTA, JANUARY 9th 2012

Your excellency Ambassador Scot Marciel
Mr. Alexander C.Feldman, President of US ASEAN Business Council Mr. Clay Thompson, Chairman of US-Indonesia Business Committee 

Distinguished Guests, 
Ladies and Gentleman,

Assalamu'alaikum Warahmatullaahi Wabarakaatuh
May Peace Be Upon Us



Ladies and Gentlemen,
First of all, on behalf of the Ministry of Industry, I am pleased to extend a very warm welcome to all of you-delegation of US ASEAN Business Council- to Jakarta.
Through this meeting, I wish all of you will get a clear picture on our priority in developing our future Industry which I believe; it will strengthen the relationship between Businessmen of both countries, especially on industrial sector.
Ladies and Gentlemen,
As you may be aware that Indonesia Gross Domestic Product (GDP) in 2011 grew by 6.5 percent compared to the previous year. The Growth occurred in all economic sectors, with the highest growth in Transport and Communication Sector 10.7 percent and the lowest in Mining and Quarrying 1.4 percent last year. While the GDP of manufacturing industry (excluding oil and gas) grew 6.83 percent.

Ladies and Gentlemen,
The growth of manufacturing industry (non-oil and gas) in the year 2011 showed a significant growth compared to the previous year, it is in the first time since the last 5 year grew higher than the economic growths. This growth were led by several industry sectors among others are: Basic Metal Industries which grow around 13.06%; Textile, Leather goods and Footwear (7.52%); Food, Beverages, and Tobacco (9.19%), Transportation, Machinery, and Equipment (7.00%) and so forth. This situation is expected to continue in the years ahead.
Ladies and Gentlemen,
[bookmark: _GoBack]In this juncture, please allow me to review some information regarding  the development of economic relation between US and Indonesia. Indonesia is committed to expanding trade and investment ties with United States through the U.S.-Indonesia Comprehensive Partnership and has witnessed measurable progress in the past years.  Two-way goods trade grew to $24.6 billion in 2010, and during the period of January-November 2011 has achieved US$ 24.7 billion or it grew 15.43%. The investment relationship is also getting strongger. In 2010, U.S. foreign direct investment (FDI) in Indonesia reached US$ 930 million and in year 2011 reached US$ 1,487.8 million or grew around 59%.
Ladies and Gentlemen,
I would like to inform you that in order to build so called a strong national industry; the Government has established an industrial development policy as a stated in the Presidential Regulation No. 28/2008 on National Industrial Policy.
Our vision on this policy is to build Indonesia to become a strong industrial nation in the world by 2025 where as an intermediate target that in 2020 Indonesia has become a Newly Industrial Country. It means the capability of national industry is recognized by the international community and also be able to support a sustainable and innovative modern economic growth.
To implement the policy and accelerate the industrial development, within the periods of 2012-2014, the Government focuses more on the efforts in developing three priority industry groups. 
The said three groups are: (1) Mining Based Industry such as Iron Ore, Coal, Bauxite, and Oil & Gas; (2) Agro Based Industry such as Palm and Rubber industry; (3) Labor intensive & Market Based Industry such as ship industry.
Ladies and Gentlemen,
In order to encourage the acceleration of economic transformation in Indonesia, with the goal of high economic growth, inclusive and sustainable, the Coordinating Ministry for Economic Affairs, together with relevant Ministries has launched a master plan so called “Acceleration and Expansion of Indonesia Economic Development”. 

There are six big regional areas in the Master Plant that their economic developments will be put extra effort to be developed. The said areas so called by Economic Corridor comprises of Sumatera Economic Corridor, Jawa Economic Corridor, Kalimantan Economic Corridor, Sulawesi Economic Corridor, Bali - Nusa Tenggara Economic Corridor, and Papua-Maluku Economic Corridor. To achieve the target on development of each corridor, currently, it has been identified 22 main economic activities whereas 13 out of them are related to industry sector. Among others are transportation equipment; ICT; shipping; textiles; food- beverages and so forth. 

Ladies and Gentlemen,
As one of showcase from the six is Sumatera Corridor. This island has very strategic and important role for future Indonesian Economy. 

In this context, the question comes in our mind, “why Sumatra?”. Despite of its position as the second most developed island in Indonesia,   Sumatra has advantages due to:  a) The most rapid growth of share on National GDP on the last two years. b) Having a strategic location on Malacca Strait where approximately 330 very large ships pass this strait at daily basis; c) Having several important ports along the coastlines namely: Bagan Siapi-api (for Fisheries), Belawan (the 3rd Indonesia’s busiest port), Kuala Tanjung port (for CPO), Dumai port (Hub for Oleo-chemical product), Batam port (for connected hub port to Singapore and Klang port, Malaysia) and Tanjung Batu port (for Tin product). The Malacca strait is one of the busiest  global container shipping line traffic in the world. Sumatera supply very big crude palm to the world. Since 2007, Indonesia has been registered as the largest palm oil producer in the world which is previously Malaysia held the title.

Ladies and Gentlemen,
The next question is what to be developed in Sumatra corridor?. Base on the geographical advantages, resources  available, and its readiness, in the short term, from the perspective of  Agro base Industry,  Mining base industry, and  Labor intensive and market base industry, industries which potentially to be developed among others are: Oleo Chemical, Pharmaceutical, rubber related industry, shipyard and docking, offshore facilities, Coal chemical, Aluminum, Bio-fuel and steel industries.

Based on the existing data, all the resources available are able to support the development of many industrial activities in the region. This island has capacity to support crude palm oil 188 million tones, Rubber 1.9 million tones, Coal 52.4 million tones, Iron Ore 6.5 million tones, Bauxite 41.4 million tones, Oil and Gas 720 MMSTB and 387million tones, etc. If we take, CPO industries, as a showcase, there are number opportunities for US companies to complete and deepening the structure of Crude Palm Oil industries in Sumatra by investing into the derivative Crude Palm Oil Industries. Of course, other related supporting industries such as Heavy equipment and machinery also need to be built.  

Ladies and Gentlemen,

Development of the main economic activity of palm oil requires infrastructure such as improvement of the quality of roads, railways as well as increasing of the capacity and quality of port services to transport CPO production. To complete the structure of industry of CPO and more value added, we are very welcome to have FDI from US in particular to develop downstream industry for CPO in Sumatra Island

Ladies and Gentlemen,
To support the development of the main economic activities within the corridors, the total investment value has been identified at about IDR 4,012 Trillion. The Government of Indonesia invites foreign direct investment for their participation in designing, financing and operating in many areas of infrastructure projects. The role of Government of Indonesia toward the implementation of MP3EI is to provide a set of rules and regulations that create incentives for investors to build sectoral industries and infrastructure. 
Incentives has stipulated in the form of tariff, taxes, import duties, labor regulations, licensing and permits, land accusation, etc. Currently, the Government of Indonesia in order to support the growth in the six economic corridors has set up various incentives for investors; some of them are Tax Allowance (PP No.52 Year 2011); Tax Holiday (PMK No.130 Year 2011); Tariff Reduction (Revised PMK No.241 Year 2010); Government Borne- Import Duties (BMDTP) and so forth.
Finally, I do hope this brief explanation could give you a better outlook about our present and future national industry direction. I also believe that through joint efforts we could maintain Indonesia-U.S greater and stronger bilateral relation particularly in industrial cooperation.
Thank you
Wassalamu Alaikum Warrahmatullahi Wabarakatuh’


Mohamad S Hidayat
Minister of Industry
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