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9. GOVERNMENT PROCUREMENT .

.'Ihe Presidential Decree No. 80 of 2003 establishes the legal foundation of the current government
procurement practicé. In practice, National Agency for Government Procurement Policy currently

. assumes the responsibility of coordination.

The basic formats of procurement methods are not too different from the practices around the world
According to mformatlon submitted to APEC by Indonesxa there are four types of procur__ﬂ_,n.t.;
"processes. "Public tenders” is the open invitation to all qualified-bidders, The purpose is to solicit -

' the maximal tumber of capable bidders to compete. Announcements are made through national

newspapers and government procurement websites. However, qualified bidders must be either

+ listed on the List of Capable Contractors or pre -qualified by the Tender Committee. "Limited

- tenders" must have at least five quallﬁed bidders solicited through pubhc announcements. For
k'-_“-.——“——--—-—-_—-"\_

T =

smaller contracts between Rp. 15 million and 50 million, "direct selection” can ‘be used. The
“-;...___‘_____.—-'— -

process includes comparing price and technical offers of three or more bidders listed on the List of

-Capable Contractors. The final pnce can be reached by negot1at10ns Procurements under Rp_lS

'mﬂﬁg_rr__gge reserved for small, economlcaily weak group of confractors and cooperatives. Only
SMESs can bid on MWFM this 1_:ype of | procurement, the procurement team may
then directly award the tender after determining that the bid is fair and reasonable.

Y

Recent rcformé have revised the Presidential Decree No. 80 of 2003, APresidential Decree No. 8 of _
2006 being the fourth, to strengthen efficienicy, transparency, accountability, fair competition, non-
discrimination and anti-corruption capability of the government procurement procedure. A
certification of professional procurement personuel meéhanjsm is also in place to enhance the
-competence of officials handling government procurement projects. Officials who pass the
~ examination will be assigned a procurement ID number for accountability purpose and, officials

- have to retain training hours after passing the certification examination to remain eligible.

As of the time of this study, the National Agency for Government Procurement Policy is just
 established by expending the scale of its predecessor and is still in the process of recrniting and
training staff members while at the same time taking over the responsibility as the ;:oordinating, |
agency. According to the authorities, the stafﬁng process is expected .tr) be completed in the
coming months. However, the procurement reform process continues. Presidential Decree No. 8 of

2006 also includes e-procurement and green procurement related works.
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Government procurement practices in the past have seen manipulations. Negative news about .
- procurement flaws suggest that bid-rigging does exist and KPPU has ruled against many cz;ses.
" Indonesia recognizes the problem and appears to be active in preventing future violation of the Jaw
by revising laws/regulatioﬁs and training of professionals. |
As other chapters in Indonesia’s IAP, government procurement is p‘rogreséing in a very positive
way The results of this wave of refonn are yet to be seen as the new policies and agendy is stifl in

the process of estabhshment

11. WTO OBLIGATIONS

The government is committed to the “full and effective implementation of the Uruguay Rdund_ |
-outcomes within the agreed ﬁxheframe and in 2 manner consisient with the letter and the sj:irit of the
WTO Agreement.” It is introducing 1eg1slat1on where needed to align national taws with WTO
practlces and is parhclpatmg actlvely in training programs to implement WTO requirements. For
example, since the last JAP review, Indonesia has bound additional service commitments under
GATS and has ratified the GATS protocols in financial services and telecommunications. It has also.
'draﬁed and submitted to Parliament an ambitious new law on Intellectual Property Rights (IPR) t01 B

provide legal foundations for more effective enforcement methods.

Overall, _f[ndonesia ‘haé' already implemented Mdelmnging' reforms to meet its Uruguay Round -
obligations. Since 1996, it has bound 95% of its tariff lines, reduced simplé average tariffs fo 8%,
removed an extensive import surcha:rgeé, eliminated local content requirements in the automotive
 sector, discontiued non-tariff barriers on various agricultural products modernized the legal
foundations of its IPR regime, and expanded access to foreign pa:rtxcxpatlon in its financial,

telecommunications and transport sectors.

Indonesia’s efforts to streamline its trade policies continue. The current phase of the Tariff
‘_H'armonization Program, to be c_:ompléted by 2010, will shift many tariff lines into fewer, lower
bands. By 2020, virtually all Indonesian MFN tariffs lines will be subject to rates no highér 10%, :

‘broadly in line with the Bogor Declaration’s commitment to free and open trade in the region.

12, DISPUTE MEDIATION
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The framework for Indonesia’s dispute mediation mecham'ér,n is a 1999 Law on Arbitration and
Alternative Dispute Resolution. The system is facilitated by the Indonesian National Board of
" Arbitration (BANI), which has assembled a panel of accredited arbitrators and signed cooperétion
" agreements with similar centers in other Asia Pacific economies. Several other institutions are also
available to facilitate mediation. Mediation processes may be goveméd by the rules of BANI or by
internationally accepted norms such as the UNCITRAL Arbitration Rules of 1976. |

" With respect to international dispiites, Indonesia has been a complainant in a WTO case brought
| against Korea on antidumping duties applied to Indonesian paper exports, and was one of several -
complainants in a case agaiiist the United States on the Continued Dumping and Subsidy Act of
2000, usually referred to as the Byrd Amendment. These cases ¢0ntinue; although the United States
took steps to repeal the' Byrd Amendment, the complamants are not yet satisfied that the steps bnng
- US policy in line with the Dlspute Settlemcnt Body’s (DSB/WT O) recommendations.

~ Indonesia - was the defendant in a dispute concerning the automobile case before the DSBWTO
~ brought by United States, European Union and Japan in 1996. The DSB decided that Indonesia’s
automobile policy should be removed. Indonesia was also a party inrone dispute involviné a
Japanese claim on the customs classification of digital cameras in 2006, bt the claim was resolved
by Indonesia’s decision to remove duties before the case was to be sent to the DSB/WTO for

7 éeﬁlement.
14. INFORMATION GATHERING AND ANALYSIS

The transparency of rules and regulatioris is wideiy recognized as an important dimension of gdod
~ governance. It serves several objectives—it lowers the costs of gathering information necessary for

business decisions, it reduces uncertainty about the time and costs involved in implementing 2

- project, and it removes the scope for illegal or unethical discretion by those involved in

implementing government policy. The Internet has greatly reduced the costs of transparency and is
increasingly used by governments, in Indonesia and elsewhere, to improve the climate for doing
business. At the same time the wide availability of online information has created new, high
standards for judging the transparency of government policies. Indonesia has sﬂbstantialfy
increased the amount of information it publishes online but, like other govemments 1t too faces

rapxdly rising expectatlons for the extent and quality of information avallable
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An overview of websites that Indonesia uses to make its policies known is provided in the

' Appendix. There is no doubt a large amount of information is available now online, but judging | _

from the questions of some economies to Indonesia’s IAP submission, there are still opportunities.

for improving the “user friendliness”™ of sources.

47. FTAS AND RTAS

" Disappointments in the Doha Round have led to an acceleration of regional ‘trade agreements'

\ involf.ring Asian economies, including Indonesia. Indonesia’s regional trade policy has been
anchored on its participation in AFTA, but Indonesia has also pursued separate_bi-late‘ral_ agreememé
as well as parﬁcipating in agreements concluded by ASEAN with other trading partners. In the
context of Indonesia’s relatwely liberal trade regime, these agreements have generated, new
opportunities for Indonesmn exporters while helpmg to provxde additional motivation for an open

trade pol1cy

/

The reduction of tariff protection within AFTA is now almost complete; Indonesia has reduced

11,034 tariff lines facing other ASEAN economies to under 5% and has no products on the
_temporary exclusion list.. NTMs are being eliminated fhuough three amnual work programs
‘beginning with 2008, and Indonesia reports meeting the schedule so far (WTO, 2007).

| As Annex 4 shows, Indonesia is a party to 14 FTA or Framework agreements and is in negotiations
~on two pfhers, with Europe (as part of ASEAN) and with the United States. Most of Indonesia’s

. agreemehts have been concluded in the ASEAN context, but in an important recent case Indonesia |

signe'd an Economic Partnership Agréement directly with Japan. This is an innovative agreement: in

return for conventional concessions on market actess, Indonesia was able to obtain Japan support -
for measures to transfer technology to Indonesia, which in turn could help to attract Japanese and -

other foreign investment (see Box 4). These measures will benefit both Japanese mvestors and.

" Indonesian companies, and represenit a new way to achieve bﬂateral gains from economm

‘ cooperanon
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In the
short

period

since -
* the .
collapse
of tﬁe
Doha-

negotiat

ions at
the July
2008
WTO
Ministe
rial,
ASEAN
has

‘quickly

conclud
ed trade

agreem

ents’

with
. India,

Japan

and
Australi

a and

New
Zealand.

~ As a result of these agreements and those completed earlier with China and Korea, much of

Indonesia’s trade is now under an FTA. Because of its generally open markets and the availability
of a wide range of factors of production, Indonesia could become an especially attractive

destination for investments designed to serve the emerging ASEAN-based trade hub.
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If the agreements wrth Europe and the United States were also concluded, the share of Indonesza -
'trade under FTAs would rise by a further 23%. President Yudhoyono recently called for a new_ -
strategic partnership with the United States perhaps as a. first step in remv:lgoratmg the FTA
negotiations between these economies. These developments have far-reaching implications fo_r.
Indonesia—with the full hub complete, Indonesia would enjoy free access to nearly all of its
-important export markets, many of which are mAPEC . '

The economics of trade agrecments does raise the concern that the proliferation of Indonesia’s ~
o FTAe will Jead to trade diversion and impede the development of an efficient pattern of global trade.

"Tn Indonesia’s case these threats are likely to be limited; Indonesia’s liberal trade regime limits the '
| .margin of preference offered 1o regional partners. In addition, as already noted, the Indonesia has
~ tended to folioi?v up'on preferential tariff reductions by also reduciiig_. MFN rates. |

Indones:an trade pohcy trends——which have been sustamed in the face of a difficult political and -
: econormc envrronment in- 199798 and beyond-—suggest steady Hberalization and continued
progress toward open markets. These trends are likely to be challenged again, at least for a while,
by the economic downiurn taking shape in 2008. But by maintaining the clear strategy Indonesia |
" followed in recent years, it is on track to meet the Bogor targets by 2020. Indonesia will have
additional incentive to continue its Tiberalization in the context of the new wave of trade agreements

“that have been recently concluded or are underway in As1a Just protection fell in the 1990s as a

result of commitments jt made in the Uruguay Round, 50 protection should decline further in. the .

" next decade as a result of commitments undertaken in ASEAN. and with other partners in the
emerging ASEAN-based free trade hub. The governﬁ:rent’s 's_tatemen_t that “Indonesia is on track in
E its efforte to achieve free and open trade in 2010/2020 by progressively reducing its tariffs and
| enhancing the transparency of the tariff reglmes” is consistent with the ewdence and appears well
Jus‘uﬁed '
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b. achieve liberalization of government procurement markets throughout the A5|a Pacific

| e. increase the use of e!ectron:c means to conduct government procurement and in so domg

2009 APEC IAP Peer Review Study Report: Brunei Darussalam

9. Government Procurement

Objectives:

APEC economies will: .
a. develop a common understanding on government procurement policies and systems, as
well as on each APEC economy’s government procurement pracfices;

region in accordance with the principles and abjectives of the Bogor Declaration,
contributing in the process to the evelution of work on govemment procurement in other
multilateral fora;

seek to promote the uptake of e-commerce more broadiy; and
d. implement and maintain standards consistent with the APEC Leaders’ Transparency
Standards.

_Brune] _Darussalam’s_ 2008, ntained _no_ Chapter _on _govemment

procurement. Brunei officials indicated there have been no changes since the

‘previous IAP. Brunei Darussatam last included such information in its 2007 IAP.

As long as Brunei Darussalams public sector is the main economic force in the
country, government procurement will be a crucial matter. According to figures

" for various years state acquisitions have been as hlgh as 7% of GDP,

At the intemational level, Brunei Darussalam has not sugned the WTO

Government Procurement Agreement. Conversely, Trans-Pacific SEP features a

broad coverage. The Financial Regulations, issued in 1983, are the main
legislation on government procurement. Ministry of Finance circulars provide
guidelines. Tenders over B$500,000 are analyzed and approved by the State

“Tender Board; lower tenders are approved by Mini Tender Boards in every

Mmlstry

The Government mwtes firms to tender in procurements above B$50, 000
through either Open Tender, Selective Tender or Exemption {or Limited) Tender.
The rules are published in .the Government Gazefie and the main domestic
newspaper (Pelita Brunei). The Auditor General can obtain records of
procurement decisions by the State Tender Board and Mini Tender Boards for
check-and-balance purposes to ensure compliance to tender procedures.

Foreign firms can participate in tenders individually but it is advisable for them to .

form joint-ventures with selected local companies. This improves their chances of

getting contracts as local partners can make easier registration, commumcation ‘

with the govemment and recording actlvut:es s

¥'WTO, 2008, p. 51.
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