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R Over the last 39 years s:nce the enactment of Act No. 1 of :
1967 on Foreign Invesiment, legislation in ‘the field of
-~ investment has undergone a number of changes. These -
‘changes have been induced by political factors, domestic .
economy and development:in international economy, -
. _and aretending towards moreliberal investment.  * -
The following section attempts to explain the changes in
- regulation on investment in Indonesia which are related
to ownership of national shares, the right of the minority
shareholders, business opportumtles for forelgn
investors, andilcensmg : :

A Joint Ven'ture and Indonesmmzatton
of Equity

On January 15, 1974, coinciding with the amval of Prime
Minister Kakuei Tanaka, Jakarta was engulfed in
demonstrations and riots. The riots caused burnings,
especially on cars made in Japan. Many observers believe
that the January 15, 1974 incident, which showed anti
Japanese sentiment, pushed a change in the
government's attitude to foreign investment Only one
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announced a new policy on foreign investment, namely:

1. Foreign investment in Indonesia must be in the form
of join venture with national capital.

2. National participation in old and new investment
must be 51 % within a period of 10 years.

3. The foreign partner must fulfill the conditions for
transfer of manpower to Indonesian employees.

4. The participation of Indonesian indigenous
entrepreneurs in foreign investment and domestic
investment must be bigger.




From the legal aspect, Act No. 1 of 1967 on
Foreign - Investment confers authority on the
government to  set up the period of
commencement of transfer of shares to the
‘national partner end how much national capital

participation in the company. However, Act No. 1.
- 071967 does not prohibit foreign investment -

made by a company whose entire shares are
owned by foreigners. As a result of the resolution
in the meeting of the Economic Stabilization
Council on January 22, 1974 requiring foreign

investment in the form of joint venture, this policy

quietly amendment should have heen madein the
form of amendment to Act No. 1 0f 1967, so that a
regulation of a lower does not conflict with a Law
as a result of this new policy.

On October 11, 1974, the Capital Investment
Coordination Board (BKPM) issued a Circular
Letter describing in a more detailed manner the
policy, namely:

1. In the case of project taking a maximum period
of 3 years in the project execution period, the
increase of the national shares to become
majority shares, shall be 51 % minimum, within
a period of 10 years with effect from the date of
the Business Permit of the Project issued by the
technical department concerned.

2. In the case of projects taking more than 3 years
in the project execution, the increase of
national shares to become majority shares shall
be 51 % minimum within a period of 10 years
calculated from the middle date between the
date of the Business Permit of the Project issued
by the technical department concerned and the
date of commencement of commercial
production.

3. In the case of projects the Provisional Approval
of which was issued prior to September 21,
1974, the increase of national shares to become

Four months later, the Capital Envestrﬁ'e_r_i_t
Coordination Board (BKPM) issued another Circular
Letter providing darification on the earlier Circular

Letter, namely:
. A195/A/BKPM/X/1974. dated ' October “11, 1974

The _gu_i_deii_nés_contained in Circular Letter No B- .

* shall be applicable only to foreign investment the -
.Provisional - Approval/Approval in Principle  of

which * from *the ‘BKPM ‘was ‘issued since
September 21, 1974. Thus foreign investment: -

a.which has obtained the approval of “the
President prior to February 1974, either in the
form of direct foreign investment or in the
form of joint venture, prior to being burdened
with the regulation on participation and
increase  of national  shares reaching the
majority status. In this case, the increase of
national shares approved by the Government
continues to be calculated as of date of
ratification ‘of the corporate body by the
Department of Justice.

b.what was approved by the President between
rebruary 1974 and September 21, 1974 was
the increase of national shares reaching the
majority level within of period of not later than
10 years still calculated since the date of
ratification of the corporate body by the
Department of Justice.

C. a company the Provisional Approval of which
from the BKPM was issued prior to September
21, 1874, the increase of national shares to
become majority shares shail also be taken into
account since the date of ratification of the
corporate body by the Department of Justice.

-As another alternative, it can also be designated

that the date of commencement of the period of
national share increase is the date of issuance of
the Presidential Approval Letter.

.In the case of foreign investment projecis of a

special nature viewed from the aspect of the

majority shares sha e minmam ST % Within 3
period of 10 years, with effect from the date of
ratification of the PT (Limited Liability
Company) by the Department of Justice like
what is applicable prior to the Presidential
Instruction dated September 21, 1974,

4. In the case of projects the Provisional Approval
of which had not been issued or had been
issued after September 21, 1974, the provision
of dictum 1 and dictum 2 above shall apply to
the increase of national shares to become
Majority, 51 % minimum.

In

btaginess secton -t armountof invé‘é;tment, ne
level of technology applied, the absorption of
manpower, the location, and socon, the
Government may consider an amendment on the
obligation to increase national shares
pariicipation to hecome majority shares within a
period as described above.

conclusion, the minimum condition for increase of

national shares must be implemented by foreign
investments in Indonesia. However, the Government
appears not to be in a hurry to sell in fulfilling the
obligation, and even opens again the possibilities for
amendment to the policy itself on a project-to-project
sis.
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_:-On July 1, 1981 six. years later the Capltal
Investment Coordlnatlon Board (BKPM} -issued

“internal . guldeimes on the increase of natlonai
' shares, linking it also to be the deveiopment of the -
Cap|ta! Market and. Cooperatwe Socaetn

~-new guld@lmes states amongst others:

~“'the “form “of *join  venture ‘ company, having -

 obtained “the Premder;ttal Approvai pnor to:

b September 21,1974

. 2. shall_be obhged td fuifalt the condrtlon for__. _
' b National company.

" increase of the national shares in accordance

- ~-with the provisions laid down.in Government

Approval Letter “as 'a .continuation of the

" aforesaid Presidential Letter of Approval. The.

“ “obligation for the ‘increase of the national
. shares shall take effect since the time.of
" commencernent of commercial product:on
" Unless the Approval ‘Letter  from: the
Government determines otherwsse :

‘hlitis requested o make the best efforis so that
- by December 31, 1981 ‘the 'position - of
ownershap of national shares shall become a
minimum of 30% of the number of shares
paid-in and placed, unless the Letter of
Approval from the government determines
otherwise.

2.Foreign investment join-venture companies
obtaining Presidential approval after September
21, 1974 are obliged to increase their national
shares up to 51 % of the paid-in and placed
shares in the fifth year through the tenth year
since the commencement of the commercial
production, unless the Government Approval
Letter stipulates otherwise.

3. Foreign investment companies, whether those
whose shares are 100% owned by foreigners or
those in the form of join-veniures, which increase
the share capital for the purpose of expansion,
are obliged to sell 51 % of the additional share

s .stlpulatlon is 51 Yo

5 Uniess stlpulated otherwase at: Ieast 20% of the' _
shares of ‘foreign investment compames ‘must: -

';mcorporatlon of . the : companies.

R lncluded
_-part;czpatlon is - share capttal partiupatlon in
. foreign investment compames by : -
2. National individual. -

“c. Cooperative Societies.
- d.'Non-bhank fananmal anstltutlon
‘e. BAPINDO. | |
f. National mdl\nduai or company through the
- capital market (through the go- pubhc
method) .

7.For the purpose of gmng a blgger roie to the
cooperative societies movement from time in the
future, unless there is the right pf first refusal on
the part of the existing national shareholders, itis
recommended that for the purpose of increasing
the. national shares, the cooperative societies
shall be given the widest possible opportunity.

in connection with cooperation with national
capital, Act No. 1 of 1967 only lays down the
general conditions regarding cooperation between
foreign capital and national capital, by mentioning
that in the business sectors that are open to foreign
capital cooperation may be established between
foreign capital ‘and national capital. The
Government further designaies the business
seciors, forms and methods of foreign expertise
capital in the export sector and the sector of
production of goods and services. This condition is
interpreted not as a requirement for the existence of
cooperation between foreign capital and national
capital in the business sectors that are open 1o
foreign investment. This interpretation is further

capital to the national participants stariing in the
fifth year through the tenth year since the
commencement of commercial produciion of the
expansion project, unless the Government
approval serving as the basis stipulates
otherwise,

4. Particularly in the forestry sector in accordance
with Presidential Decree No. 20 of 1975, foreign
investment companies holding Forest Concession
(HPH) are obliged to transfer 51% of ownership
to national companies not later than a period of
10 years since the issuance of the Forest
Concession (HPH).

strengtiered with theissuanceoHnstractionrotthe
Cabinet Presidium No. 36/U/IN/6/1967 on the
provision of special incentives for foreign
investment establishing cooperation in the form of
joint enterprise. By providing incentives again, it can
be said that the Governmeni tries to encourage
foreign investment to be made in the form of joint
venture voluntarily. If foreign investment is made in
the form of joint venture, the Government shall gain
provide incentives, namely: a joint-venture
company may be exempted from the obligation to
invest a minimum of 2.5 million dollars to get
corporate tax and dividend tax exemption.

“already constitute national partici patlon sincethe”

o In case ‘of - =

" expansion, the. 20% shall be calculated. from thes ol

_ % 'share capital increase. Partlcularly in‘theicase'of "o
~1-Foreign - Investment Companles elther those__ﬁ_ 2 plywood - andustry,_ ‘the natlonai parhczpaﬂon'_”_;_
" whose 100% sharesare owned byrorelgners orin ' L

in. the defmltlon of """ nat:ona! o




Additional  corporate . tax -:and “dividend iax
exemption can even be granted during one year, on

two taxes shall not exceed five years.” "

the condition that the amount of exemption of the

As.in-other -de\}e_!oﬁi_h'g' ‘countries, the [ndonesian _'

-Government appears to prefer investment through
a joint-venture system that enables national capital
_to participate, and thus such condition expedites
the implementation of transfer of knowledge and
skill in conducting business, and at the same time
also reducing the danger of foreign domination in
economy and industry. However, the Government is
prepared to compromise because to find a national
partner having the ability to cooperate with a
foreign entrepreneurs is not an easy thing. The
goverinment is aware that not all national
entrepreneurs are able to take part in capital
placement and almost always can only pariicipate
with relatively small capital | joint-venture company
with foreigners. Even in the mining sector which
requires a big investment, practically there is no
local partner with the capability to take part in
investing in this sector.

Indonesia introduced deregulatory measure in
various fields particularly those related to foreign
investment. One of the measures was the possibility
for foreign investors to own all the shares of the
company they established. The latest provision of
100% investment can be found in Government
Regulation No. 20 of 1994. Actually this provision
had already existed in 1967 through Act No. 1 1967
on Foreign Investment, but it was banned in 1974
after the Malari incident as described earlier.
Government Regulation No. 177 of 1992 provides
for the following:

t.Entrepot areas whose products are 100% for
exports, the provision is 100% ownership for a
pericd of the first five years of commercial
production. In the sixth year, there shall be
national share participation (equity) of 5% at the

1. For . certain : services, the composition ~of-

shareholding at the time of establishment shall
- be 80% (foreign) and 20% (indonesia), and 49%
and 51% in the twentiethyear. .
2. Forthe following cases:
- ~labor-intensive industries . :
+-=B5% exporiproducts -

.- Production of raw materials

- Semi-Finished goods of other industries

The shareholding composition at the time  of
establishment shall be 95% (foreign) and 5%
(Indonesia). In ten years' time the composiiion shall
be 51% and 49%, and in twenty years' time 51%
and 49%. In October 1993 the Government issued
Government Regulation No. 50 of 1993. This
regulation seemed bolder than the previous
regulation in July 1992 particularly concerning
divestrment, which was always disputed by foreign
investors. Government Regulation No. 50 of 1993
stipulates the following:

T.1n entrepot areas with products for export
purposes, foreign investment of 100% is
provided for. For cases where 25% of the
products is for domestic market, the
composition becomes 80% and 20% in twenty
years of commercial production.

2. For large investment with a paid capital of 50
million American dollar in certain areas, foreign
investment of 10% is also provided for.
Ownership becomes 49% and 51% in twenty
years after ten years of commercial production.

3. Provision for 100% foreign investment is also

made companies that produce auxiliary
materials, semi-finished goods or components
for other industries with a minimum capital of 2
million American dollars, with divestment of
49% and 51% in twenty years after ten years of
commercial production.

For certain services with a minimum capital of
250,000 American, dollars, investraent iz made in
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2.From large investment with a paid capital of 50
million American dollars, the provision is the
100% ownership for a period of the first five
years, In the sixth year thereafter, there shall be
national capital participation of 5% and this shall
increase to 20% in the twentieth year.

For certain services or labor-intensive industries, or
65% export products or semi-finished goods of
other industries, investment is made in the form of
joint ownership between foreign and national
investors with the following stipulation:

the form of joint ownership with a ratio of 80% :
20% which in twenty years becomes 49% : 51%. For
labor-intensives (minimum 50 workers, 65% for
export, or production of basic materials or semi-
finished goods} the original composition of 95% :
5% becomes 80% : 20% in ten years, then 51% :
49% in twenty years. For other lines of business with
a minimum capital of 2 million dollars, the original
composition of 80% : 20% becomes 49% : 51% in
twenty years. The participation of national {equity)
capital in foreign investment can be done through
direct ownership or the capital market.




-_'The Iatest development :n provnsnon on fore:gn

'cap;tal _pamculariy Foreugn tnvestmen‘t of:100%
~Joint :Venture

“water, ra:iways power plant and mass media can

be done in the form of ‘joint- ‘venture” between
_fore|gn investors and. Indonesian citizens orlegal
_entities with a shareholders composttzon of at least
5% of the paxd capital for the Indonesian partner
‘and ‘further increase in - ‘shareholding ‘can be
decided on through consensus. Foreign investment
of 100% is also provided for by this regulation for
‘business activities -other than those mentioned
above with the stipulation that within 15 years of
commerdial production, the foreign investor must
sell part of this shares to the Indonesian citizen or
iegai entities. .. o

Partlc;patton of the na‘cional (equsty) capltal in
foreign investment under this regulation can be
done through direct ownership or the capital
market. What is special about Government
Regulation No. 20 compared with the previous
provision is that a transfer of foreign shares 1o
national shares does not change the status of a
company. In addition, the amount of capital
invested by a foreign investor is determined on the
basis of the economic feasibility of the business
activity concerned and the investor is free to decide
on the amount of the invested capital. The
company's business activity can be carried on in
any location within the jurisdiction of the Republic
of Indonesia except in entrepot or industrial areas.

B. Minority Shareholder Rights

One of the problems in joint-venture companies is

~ Indonesia “is - Government
-_-'Regula‘zaon No.. 20 of 11994.:n this regulation.
. business: actiwttes thatare 1mportan’t for the States ¢
- and concerned  with. public. services, “such: as’
- productton/transmlss;on/d|stnbutton of eiec:tncuty
~ telecommunications, - shipping, airlines, - drinking -

_ Board of Comm;sssoners and even the ma;onty'_. .

shareholders that are unfavorabie to the minority . )

" ‘shareholders, ‘insofar as the matter in"question is

: _-..favorabEe to. the ma]onty shareholders through the

GSM the process can go on. The law does not allow

~such-matter by - delegatmg certain’ rlghts toithe: 0

minority. shareholders The: rights of the minority -
ﬁ'shareholders can bedivided into two. First the rights

: c!ear]y stated and the second, the action that must

'~ obtain the approval ‘of the minority shareholders.
‘The rights clearly stated, namely the right to file

claims on the company {Article 52 (2), the right to

-request GSM (Article 60 (1), the right on behalf of

the company to sue the board of directors. and the

board of minority shareholder in merger, acquisition |

and consolidation as mentioned in Articles 104 (2),
105 (1), and the right of the minority shareholder to
request a court o mvesugate the company {Article
110 (3a) ' :

The minority shareholders may sue the company on
behalf of itself. Likewise the shareholders on behalf
of the company may sue the Board of Directors and
the Board of Commissioners. -

Article 54, paragraph 2, states that each
shareholders shall be empowered to sue the
company at a District Court, if the shareholders feels
it has suffered a loss because of an action of the
company considered to be unfair and without
proper reason as a of the resolution of a GMS, the
Board of Directors or the Board of Commissioners.

This Article 54, paragraph 2 may be troublesome for
the company because ane shareholders feels he/she
has suffered a loss because of the resolution of a
GSM, the Board of Directors or the Board of
Comimissioners. A minority shareholders on behalf
of the company may also sue the Board of Directors
and the Board of Commissioners. Article 85 (3)
siates that, on behalf of the company, a

the relationship between the majority shareholaers
and the minority shareholders.

Act No. 1 of 1995 concerning lLimited Liability
Company confers certain rights on the minority
shareholders. These rights are delegated because if
problems in the company are referred to only the
resolution of the General Meeting of Shareholders
(GMS), then the majority shareholders will simply
approve the resolution of the Board of Directors,
the Board of Commissioners and a GMS because
such matter is favorable to them. Thus the wrong
actions or policies of the Board of Directors, the

ShaFERGIaETs Tepresentng at least /10 (o terithy)
of the total number of shares with legitimate voting
right may file a lawsuit at a District Court against a
member of the Board of Direciors for a mistake or
negligence resulting in a loss to the company.

Furthermore Article 98 (2) states that, on behalf the
company, a shareholder representing at least 1/10
{one tenth) of the total number of shares with
legitimate voting right may file a lawsuit at a District
Court against the Board of Commissioners which on
account of a mistake or negligence has caused a loss
10 the company.




Inthe Umted States or in the Common Law system,
~the.right of the . mmonty shareholders to sue on
_ behaEf of the. company is referred to as derivative
" action. The consequence is that if this lawsuit wins,

~all of the cost.of: the case mciudmg the iawyer fee ) :_
Sl o ’che company, in the form of:.

‘a. amendment to the Article of Assocnauon i

o _'shaIE be borne by the company

' '1The mmortty shareholders representmg 1/10 (one
tenth) of the total number of shares with legitimate
voting rtgh’c or a smaller number as designed in the
Article of Assodiation of the company concerned
may .also request an annual GSM and for the
benefits of the company may ‘request an
extraordmary GSM.

The GSM in question may only discuss the problems
related to the reason why the GSM is being
requested,

Article 67 states that,

1.The Chief Justice whose jurisdiction covers the
domicile of the company may grant permit to the
applicant to:

a. make the summons to the annual GSM
himself, at the request of the shareholders jf
the Board of Directors or the Board of
Commissioners fails to convene the annual
GSM at the designated time; or

b. make the summons to the other GSM himself,
at the request of the shareholder as referred to
in Article 66, paragraph (2), if the Board of
Directors or the Board of Commissioners after a
period of 30 (thirty) days with effect from the
time of submission of the request has elapsed
does not make the summons to the other
GSM.

2.The Chief Justice of the District Court referred to
in paragraph (1) may designate the format,
contents, and period of summons to the GSM
and appoint the Chairperson of the meeting
without being bound to the provisions of this

Each shareholder shall be empowered to request to
the ‘company -that the shareholders shares. be
purchased at a reasonable price, if the sharehoider

-_concemed ‘does _not_ accept . the .action-.of. the

company that is unfavorable to the sharehoider or.

b. sale, placing as collateral, exchange of most or
“all of the assets of the com pany; or
¢. merger, consolidation, or acquisition.

Article 104, paragraph 1, further states that the
legal _action. of merger,  consolidation, 'and
acquisition of the company must observe the
interest of the minority shareholders. :

Paragraph 2 states that merger, acquisition and
consclidation of the company shall be without
prejudice to the right of the minority sharehoiders
to sell the shares at a fairs price.

Based on Article 110, paragraph 33, a sharehofder
on ehalf of itself or on behalf of the company if
representing at least 1/10 (one tenth) of the total
number of shares with legitimate voting right may
reguest an mvestsgatmg on the company to obtain
data or information in case there is suspicion that:

a. the Company has committed an act against the
law that is unfavorable to the shareholders or
third parties; or

b. a member of the Board of Directors or the Board
of Commissioners has committed an act against
the law that is unfavorable to the company or
the shareholders or third parties.

The investigation referred to in paragraph (1) shall
be conducted by submitting an application in
wiiting together with the relevant reasons to the
District Court whose jurisdiction covers the domicile
ot the company. Article 86 (3) confers the right also
on a minority shareholder to inspect the accounting
records of the company. For this purpose. the

Law or the Article of Assodiation.

3.In case the GSM is held as referred to in
paragraph (1), the chief Justice of the District
Court may instruct the Board of Directors and/or
the Board of Commissioners to be present.

4.The rulmg of the Chief Justice of the District Court
on the issuance of the permit referred to in
paragraph (1) shall constitute a ruling of the first
and last level,

shareholder concerned must submit an application
in writing to the Board of Directors.

Dispute settlement through the District Court as
required by Act No. 1 of 1995 on Limited Llabshty
Companies restricted the freedom of the parties in
dispute to settle their cases through arbitration. In
1982, in the case of Ahyu Forestry Company United
v. Sutomo, 2924 K/SIP/1981, the Supreme Court
decided that the District Court had no authorrty to
deal with the case because both parties in the Joint
Venture Agreement had chosen arbitration for
settlement of their dispute. According to the




" arbitration “clauss

) -:Supreme Court :a Eegltlmate agreement is: law to
- both_parties. If thss case had been filed after. the
. enactment of Act'No. 1 of 1995, the ‘Supreme

. Court:would.have had.a. dlfferent view, Therefore, .
R drawmg up.a oint venture. “agreement, -an .
e should: be clear . because_ B
" according toAct No. 1 of 1995; dlspute between'__*.'
- _shareholders - and " the “Board - of. Directors. or.

Comm;ss:oners must be sett!ed Lrough the D;strlct'

.Court

C Bussness Opportumt;es for Fore:gn investors .

.'Artlcie of Act No 5 of 1 967 on fore:gn investmen’t

provides that the Government shall -specify ‘the
kinds ' of business ‘opporiunities for foreign
investors on a scale of priority and determines the
requirements to. be fulfilled by foreign investors in
each business opportunitles In lmpiementmg this
article, the Government has made an. annual
renewal on the list of business opportunities for
foreign investors. It appears that the range of
business cpportunmes is becoming mare
extenswe

Presidential Decree No. 6 of 1998 on the kind of
business undertaking that are closed to foreign
investors states two categories. First, undertakings
absolutely closed for investment in the primary
sector include the cultivation of ganja {marijuana)
and suchlike, use and trade of sponge, contracts
for forest clearance, and uranium mining. in the
secondary sector, undertakings absolutely closed
for investment are industries manufacturing Penta
Chlorophenol. Dichloro Diphenyl Trichloro Ethane,
Dieldrin, Chlordane, Pulp with Sulfite processing
and Pulp with Chlor Alkali with Mercury
processing, Chloro Fluoro Carbon, Cycmate and
Saccharin, processing of Finished/Semi-Finished
goods from Mangrove, alcoholic drinks, fireworks,
explosive and components, arms and components,

-:mate

D. Llcensmg

_frequency spectrum and: saie!hte orblt tradmg;
- service except large-scale. retail ‘businesses (mall,
-fsupermarke‘t department store, shopping center), - -
_.Zd;strlbutor/whoies il
certification,

r,- restaurant,:
market : research
service, - Medlcal service  are “also’ ciosed chmc_
_ltyciln' g 'ec:ahstclmacand dentalciln;c :

'Any other undertak:ng that zs not mentzoned in the 3
- above. list:is-open for domestic and fore:gn in
! investmen‘c . :

The procedure for mvestment has undergone a

‘number of changes to ensure efficiency. On July 28,

1998 Presidential Decree No. 79 of 1993 concerning
Investment Procedure, It is stipulated that a request
for domestic investment that satisfies certain crltena
can be dlrected to the Governor

f_ater on Presndentfai Enstruct:on No. 22 of 1 998 was
issued concerning the cancellation of the
requirement of recommendation from a technical
agency for approval of investment expect for
mining, energy, oil palm plantation and fishery. In
establishing this investment procedure, the
Government has tried io simplify the bureaucratic
process and ensure that the required licensing can
be dealt with under the same roof.

THE NEW INVESTMENT BILL iN PARLIAMENT

Reform of the investment law in indonesia at
present carrying out in the Parliament. There is a
desire to combine faws for foreign investment and
domestic investment. In relation to GATT (General
Agreement on Tariffs and Trade), there is siill

opportunity for Indonesia to change or add to the

invmetmont rm(}ul;i‘ir\g that..can..cause.. frace

printing of postage stamps, seals, ireasury bills,
passpori and post-paid items.

Undertaking closed in the tertiary secior are
establishment of gambling places. The second
category is concerned with undertakings that
involve ownership by foreign citizens andfor
foreign legal entities. In the primary sector: culture
of freshwater fish and logging concession; in the
tertlary sector: transportation by taxi and bus,
shipping, private television and radio

broadcasting, newspaper and magazine, film
industry and cinemas,

management of radio

distortion. In addition, the reform of the foreign
investment law should not overlook the principles
of investment agreed upon in APEC (Asia Pacific
Economic Cooperation).

The APEC Non-Binding Investment Principles can be
used us a guide to determine the transparency and
of consistency of investment policy. Over the past
few years, countries in the Asia-Pacific region have
carried out significant fliberalization. Amidst this
severe economic difficulty, Indonesia needs to invite
more foreign capitals to boost exports.

quality . -
Jand ¢ af’ter—sales_ LA




‘The ‘new -_inves’c_m_ent"bifi prdvidés;' -é_nﬁ_';'ang _b{her :

e things, the st;‘_é_hg_’ci}e_ni_ng'_‘_‘_na_ti_onai__tt_féa’trhént" and
“the most favored nations” principle under GATT,

. permits 100% foreign capital in certain. industries, . -
-and requires. joint venture -companies. for other _ the 1 to the World Tra
indisir ' ; Columbia Journal of Transnational Law, Vol. 34, 1995,

industries, as statedunder the “Negative List of

- Business Activities in Investment”: The Government "

- is.working on the draft for Presidential Regulation
- on the hew negative list of investment. The bill also
‘provides .a ‘guideline for simplification investment
procedure to ensure that the required licensing can
be dealt with under the same roof in shorter time
than before, e A LS
_ Any coalition of  parties that forms a rew
government as a result of the general eleciion
cannot afford to put aside the need for political,
economic, and legal reform that have been going
on Tor years. Metaphorically speaking, let us
suppose that economic growth is a building. This
building should stand on a strong foundation, i.e.
the law. This strong foundation can exist if the
ground, i.e. the political situation, is stable. Foreign
capitals will come if there are political stability,
econofmic opportunities, and legal certainly. Legal
reform to attract foreign investors is also concerned
with reform of the all the component within the
legal system as a whole, i.e. legislation in various
fields, the government apparatus and legal culture
of the Indonesian society.
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