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The House of Representatives
has recently approved a draft
trade deal with the four-member
European Free Trade Association
(EFTA) that is expected to facili-
tate foreign investment and liber-
alize trade in goods and services,
particularly commodities such as
palm oil and raw metals.

The Indonesia-EFTA Com-
prehensive Economic Partner-
ship Agreement (IE-CEPA) was
approved by the House on April
9 and has been called Indone-
sia’s doorway to the wider Euro-
pean market. The non-European
Union trade bloc consists of Ice-
land, Liechtenstein, Norway and
Switzerland.

Shinta Kamdani, deputy chair
of the Indonesian Chamber of
Commerce and Industry (Kadin),
said the agreement was expected
to benefit Indonesian businesses
that sold gold, nickel, crude palm
oil (CPQ), coffee, tea, footwear,
fisheries products, wood furni-
ture, webbing products and cre-
ative economy items.

“While our trade with the EFTA
is'small relative to our trade with
the EU, the EFTA still holds a
strategic position in Europe, even
though [the member states] are
not EU member states,” Shinta
told TheJakarta Post on April 14.

Norway and Switzerland have
committed to eliminating 91.04
percent and 81.74 percent, respec-
tively, of their tariffs on imports
from Indonesia, accounting for
99.75 percent and 99.65 percent of
their total imports from the coun-
try, according to a 2019 fact sheet
published by the Trade Ministry.

The partnershipwith the EFTA
is the first of its kind involving In-
donesia and European countries.
The parties signed the agreement
in 2018 after seven years of nego-
tiations.

But with the pandemic batter-
ing global trade, the value of In-
donesian exports to the EFTA
was down 80.46 percent year-on-
year (yoy) to US$29.96 million in
January and the value of imports
from the EFTA was down by half
to $46.9 million, according to Sta-
tistics Indonesia (BPS).

The trade accounted for 0.19
percent of Indonesia’s exports
and 0.35 percent of its exports by
value in January.

The country’s overall trade
in goods has picked up in recent

months, with exports up 3047
percent yoy in March to a decade-
high $18.35 billion and imports up
by 25.73 percent yoy to $16.79 bil-
lion, BPS data shows.

Trade in services

The IE-CEPA also covers trade
in services, offering opportunities
for educational, professional, envi-
ronmental, tourist, financial, fish-
eries technology, renewable en-
ergy and logistics services, among,
others, according to Shinta.

“The biggest benefit of the
EFTA markets is not the export
market but the cooperation op-
portunities in the service sectors
and investment,” said Shinta.

Under the agreement, Indone-
sia has committed to liberalizing
95 subsectors across 11 service
sectors, excluding recreational,
cultural and sporting services,
said Investment Coordinating
Board (BKPM) foreign invest-
ment partnership director Fajar
‘Usman on Nov. 27, 2020.

Last year, the pandemic led to
a 48.69 percent annual decline in
Indonesia’s service exports and &
34.66 percent decline in service
imports, according to BPS data.

Investment opportunities

Aside’ from trade, Indonesia
has committed to liberalizing 182
subsectors for investment, most
of which are under manufac-
turing, followed by agriculture,
hunting and fisheries, mining and
quarrying, electricity, gas, steam
and air conditioning, as well as
waterworks and waste manage-
ment, according to Fajar.

Last year, foreign direct invest-
ment (FDI) from Iceland, Liech-
tenstein, Norway and Switzerland
totaled more than $137.9 million.
The funds were used in 622 proj-
ects, most of which were carried
out by Swiss companies, according
to BKPM data. The realized FDI
was 21.68 percent less than in the
previous year, before the pandemic.

“In 2019, Norway’s sovereign
wealth fund (SWF), invested
some $1.86 billion in 79 Indone-
sian firms, including state-owned
telecommunications, mining and
gas companies, as well as food and
beverage giants Indofood, Mayo-
ra and Sido Muncul, according to
Indonesian Ambassador to Nor-
way Todung Mulya Lubis.

“They are a big source of capi-
tal,” said the Trade Ministry’s di-
rector general for international
trade cooperation, Djatmiko Bris

Witjaksono, on Thursday.

“They invest, and they have
technology. So this is beyond
trade in goods, as seen in the tariff
or nontariff instruments. But we
also look at services and invest-
ment. That is where the compre-
hensive aspect lies.”

Implementation

Now that the House has ap-
proved the bill to ratify the CEPA,
the Finance Ministry plans to issue
a regulation on import duties and
the Trade Ministry plans to issue a
regulation on certificates of origin
toimplement the agreement.

The Trade Ministry hopes to do
soin the second half of the year, af-
ter coordinating with government
agencies and other stakeholders.

“The target is as soon as possi-
ble, but I cannot tell when,” Djat-
miko said.

Palm oil

The government is particularly
pleased because Switzerland has
approved provisions in the IE-
CEPA that will ease import duties
on Indonesian palm oil, an indus-
try plagued with environmental
concerns.

In a narrowly decided March
referendum, Switzerland com-
mitted to reducing import duties
on Indonesian palm oil by 20 to
40 percent under the [E-CEPA.

“With the IE-CEPA, the gov-
ernment will promote the sustain-
able standard for palm oil, or ISPO,
so it can be accepted by Switzer-
land under the framework in the
agreement,” Trade Minister Mu-
hammad Lutfi said during a House
plenary session on April 9.

The total volume of Indonesian
CPO exports was down by half to
367,280 tons in January from the
same month the year before, ac-
cording to BPS data.

Andry Satrio Nugroho, an
economist at the Institute for De-
velopment of Economics and Fi-
nance (Indef), said the approval
meant that Indonesian palm oil
would reap the greatest benefit
from the partnership so far.

“With this CEPA, it willimprove
the quality of our export products,
especially palm oil, where it can in-
centivize [producers and distrib-
uters] to improve their quality as
there is an issue related to certifi-
cation on the ground,” Andry told
the Post on Friday.

“I hope it applies not only to
palm oil but also to other products
exported to European countries.”
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