


Inquiry into Western Australia’s bilateral trade relationship with the Republic of
Indonesia

The Indonesia Institute is a Western Australian based NGO (Non-Government
Organisation) that was founded in November 2010 by Ross B. Taylor AM, a former
WA Commissioner to Indonesia and past National Vice President of the
Australia-Indonesia Business Council.

Our institute has adopted the following core objectives to:

○ Improve Indonesian – Australian relations at social, business, cultural and
political levels.

○ Act as a think tank, to identify and communicate key insights into the issues
affecting the Indonesia – Australia relationship.

○ Promote cultural, social, & community activities between Indonesia and
Australia, and build trade and commercial links and opportunities.

○ Lobby governments in Indonesia and Australia on matters relating to bilateral
relations.

○ Act as a commentator or respected voice on issues relating to Indonesian –
Australian relations.

○ Facilitate linkages between people and organisations in Indonesia and
Australia.

○ Assist sustainable “sister-state” relationships between Indonesian Provinces
and Australian States and Territories.

○ Develop and maintain close relations with the Indonesian Ambassador, the
Embassy, Indonesian Consul-Generals and Consulate Offices wherever
possible.

○ Provide Indonesia and Indonesians with a voice in Australia to generate an
improved understanding of Indonesia.

We are active in promoting Indonesia-Australia relations both in our home state,
throughout Australia and in Indonesia. We have strong and extensive linkages with
like-minded organisations in Indonesia and also work closely with other
Indonesia-Australia organisations such as the Australia Indonesia Business Council
(AIBC), the Australia-Indonesia Youth Association (AIYA), Indonesian
Consul-General in Perth, WA, ICCWA, the Australia Indonesia Association, the
Australia Indonesia Centre, Balai Bahasa Indonesia Perth, the Australia Indonesia
Institute DFAT, ACICIS and the Chamber of Commerce and Industry.

Current Directors: https://indonesia-institute.org.au/our-team/
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The role of the State Government within Australia’s national trade and
investment ecosystem, in relation to Indonesia, taking into consideration:
a) The Team Australia approach to the national trade and investment agenda
led by the Department of Foreign Affairs and Trade and Austrade.
b) How the State Government could optimise outcomes for Western Australia
by adopting a Brand WA approach to Indonesian trade and investment.

Broadly, the role of the state government is:

1. To help make market entry easier for Western Australian businesses looking to
expand into overseas markets

2. Provide and assist with market intelligence
3. Minimise red tape for businesses trying to export in liaison with federal counterparts

such as Austrade/DFAT
4. Build brand & awareness around WA’s competitive advantage, as a source for quality

products and a place to do business
5. Attract and help to facilitate foreign investment into Western Australia

As an expanding market for Western Australian products and services, Indonesia has a
population of 275 million, with 100 million people under 35 who are mobile, tech-savvy and
aspirational. Indonesia is the gateway to ASEAN and with it being recognised as a growing
economic superpower and a potential top 4 economy by 2050, Australia is not the only
country looking to establish close bilateral ties to put itself in a better position to grow trade
opportunities and relations. Unfortunately, despite Australia having a trade agreement and
recognising the geopolitical importance of the relationship, the relationship is yet to reach its
full strategic and economic potential. Even though 85% of Australia’s trade goes through
Indonesian waters and it is the 7th largest global economy, Indonesia is still not one of
Australia’s top 10 trading partners.

If Western Australia is to be successful long-term in Indonesia, the building blocks need to
be put in place now to establish and grow relationships socially, politically, culturally and
economically. Historically, Western Australia has had strong links with Indonesia however it
could be argued that we need to be seen as doing more politically and economically to
strengthen our ties, especially post-covid. The Indonesian economy is relatively strong even
in a globally comparatively difficult post covid world, and as a country it is going through a
legislative reform process designed to open up its economy to external capital investment. It
is more willing to recognise its competitive advantage in the region through attracting capital
and trade opportunities, lowering tariff barriers and non tariff barriers through initiatives like
the recent IA-CEPA free trade agreement. Under the leadership of President Jokowi the
parliament is pushing the pace of economic deregulation, a point that should not go
unnoticed in Australia.

The Team Australia approach works where there are unique products and non-competing
interests between states but the reality is that states are competing against each other to
drive local businesses to look at new markets and opportunities and for foreign investment.
Examples of this include the agricultural industry, tourism and international education.
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To maximise the recently implemented IA-CEPA, Western Australia would best focus on its
competitive business advantages or niches in the broad trade sectors, i.e. health, education,
METS, agriculture, defence and manufacturing. Other Australian states are increasingly
active in-country, recognising the value of the relationship, and Western Australia needs to
be more visible. An example of a state doing this well is Victoria. They have separated their
brand to have sub-brands in different geographical locations and social media pages which
are extremely active in promoting both investment into Victoria and what Victorian
businesses have to offer the Asian market:
https://www.linkedin.com/company/vgtisea/.

We agree that WA needs a brand WA approach to be able to differentiate itself from other
Australian markets. Similar to Tourism, it requires a brand campaign that gives Western
Australia an identity that builds awareness with respect to the opportunities for both
investment and trade. With this awareness it provides local businesses with an easier
platform to talk about the quality of Western Australian products and services, fast-tracking
credibility and trust and it changes the perception about who we are as a state. Western
Australia has a reputation that it is the gas and mining hub in the Asian pacific region, with a
number of multinationals having a permanent presence. We as a state can leverage this
more, but it is equally important to paint a picture that Western Australia is more than this,
and holds opportunities for greater trade and investment.

In addition to the brand WA, it is equally important for Invest and Trade WA to promote their
successes in assisting businesses in-market via social media and market updates or case
studies. Invest and Trade WA have good initiatives, such as through the Access Asia Grants;
however unfortunately the business community's perception can be that government does
not have the expertise or connections to assist businesses in market entry. There is work to
be done in building awareness of Invest and Trade WA as the go-to for assistance in the
Indonesian market as an enabler for trade for Western Australian businesses. In addition,
there are currently some competing agendas in Western Australia, with local councils,
including Perth and Cockburn, building their own relationships, including sister city
relationships, and coordinating business-related travel. This has the potential to create
confusion for businesses looking to enter the Indonesian market and overlap in services
being provided.

It is vital in this submission to note that Indonesia may perceive the removal of the full-time
in-country Western Australian Trade Commissioner from Jakarta to Singapore as a lack of
interest in the market. Other state governments have increased their attention on Indonesia,
partly due to the IA-CEPA agreement and the potential opportunities available in Indonesia.
Directors of the Indonesia Institute have been involved in upskilling businesses for export in
Western Australia, Victoria and New South Wales as part of government initiatives and are
seeing increased interest in Indonesia. During Covid, some Australian trade commissioners
were still in-country while Western Australia had no physical presence in market. It is the
Indonesia Institute's opinion that Western Australia needs an experienced trade and
investment leader based full-time in Indonesia who has business and political connections in
both Western Australia and Indonesia and can effectively drive trade outcomes and
relationships for the state. They are critical as our state's credible retail face and can open
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more doors than a local team could. This can be complementary to the current hub and
spoke model as it can be justified that Indonesia is a critical market, being a major importer
of WA agricultural products, an important international education market and shows potential
for further significant growth. This additional investment into Indonesia would be warranted,
given the IA-CEPA agreement, market size and its growing influence in the ASEAN region.

One key issue that does need state intervention and support in addressing at the federal
level, is the current visa system. Currently even Indonesians who are low risk with
businesses and property in Australia, have studied in Australia or been to Australia multiple
times with family ties have no surety around getting an Australian tourist visa.

Key points that need to be considered concerning this issue:

a. In 2019, over 9.1 million Indonesians travelled abroad. Approximately only
12,500 of them came to WA, giving us a 0.13% market share - yet we are
only 3-4 hours away. The JTSI Indonesia overview states that “Indonesia is
also one of the fastest growing markets for cultural and heritage tourism in
Western Australia.”

b. Visas for a family of four cost $600 with no refund if the visa is rejected or
needs to be re-submitted. 16 pages of questions to be answered by each
family member and may not be considered culturally inappropriate or too
onerous.

c. Upwardly mobile Indonesians who want to spend money are not choosing
Australia as a destination and are going to other countries as the wait time for
a visa is too long. The process can be anywhere between 1 to 6 months.

d. Reputational damage that Australia is too hard to get a simple tourist visa and
not Indonesia friendly, which may discourage business investment.

e. A lack of market specific tourism campaigns and limited connections with
major tourism agents in Indonesia

f. A lack of flights between WA and Indonesia.

The current status of Western Australia’s bilateral trade relationship with
Indonesia, and implications of the ratification of the IA-CEPA (which
establishes an economic powerhouse model of collaboration at the national
level) with particular reference to job creation and economic growth into the
future.

The current relationship with Indonesia can be considered as transactional and as noted
above needs immediate action, commitment and investment to improve relationships and
develop opportunities for WA businesses for trade. The relationship is at a weak point, and if
Western Australia does not make it a key priority, it runs the risk of missing opportunities as
Indonesia moves towards being a powerhouse economy not just in the region, but globally.
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Significant areas of note:

● There needs to be an increase in visibility for political support of the importance of
the relationship ie. there was no attendance at key events such as Indonesia’s
independence day in 2022. It could be interpreted by Indonesia that it is not important
enough to invest time into the relationship.

● Just as businesses treat their market approaches differently, countries need a
different approach and strategy. A broad Asia strategy does not work as all countries
are not the same and needs a per country focus. By having a broad Asian trade
strategy or blanket approach it shows that WA does not have the experience and
knowledge on how to deal with different countries. We should recognise that
Indonesia has a distinct identity from "Asia" with characteristics linked to local
dialects, food, religion and social customs and philosophy. It is ethnically distinct from
the misnomer of the term "Asia" as one collection of countries in the region. It begins
with this mindset that sets the tone for the West Australian way in dealing with
Indonesia.

● We need to be participating in critical conversations that are important to Indonesia
for their economic development and providing critical services to their people i.e.
mining, infrastructure & energy. Perception could be that WA just is not interested in
Indonesia as a market and is more focused on China and India. This is leading to
Western Australia missing critical opportunities that are being recognised by other
states. WA could be part of Indonesia’s growth story as a key regional partner.

● Indonesia is a relations based country and the use of soft diplomacy is necessary
over a long period if we are to develop long-term sustainable relationships. Indonesia
is emerging as a critical market, and Western Australia is not just competing with
other states but with other developed countries. By 2050 it is expected that Indonesia
will be in the top four economies in the world, and WA should have a long-term
strategy with that in mind.

● The WA government trade strategy should be influenced by input from the business
community on leading indicators and opportunities within the Indonesian market.
There are highly experienced Western Australian business people who can be
brought together to form an advisory board for Indonesia for ITWA. It should also be
noted that some of the Indonesian diaspora are quite influential business leaders that
could be engaged to assist in raising WA’s profile and influencing trade strategy.
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The work of Invest and Trade WA in facilitating Indonesian trade and
investment opportunities and measuring the success of those opportunities,
in particular examining:
a) Engagement with Western Australian businesses that:
i) would benefit from the provisions in IA-CEPA;
ii) are not existing companies or industries that trade with Indonesia; and/or
iii) are looking to trade with Indonesia for the first time.
b) The facilitation of Indonesian foreign investment into the state.

Indonesia is not only a vast and emerging market, but it is also complex. Indonesia needs
long-term investment and relationship building to be a thriving market for Western Australia's
products and services. ITWA have a critical role to play with staff who know the business
landscape in Indonesia and Western Australia. It is positive to see recent appointments with
Indonesian market experience.

Under IA-CEPA, there are growing opportunities for Western Australian businesses to enter
the market and build demand for their products and services, and the ITWA Indonesia
market strategy should be aligned with this. It needs to look at current tariff-free opportunities
and those tariffs that are reducing over time but present an opportunity to gain a foothold
over a longer time in the market. It needs to be understood that Indonesia is not just Jakarta
and Bali, and there are opportunities across the entire archipelago. There is inherent risk
with having a focus with staff long term only in Jakarta, where WA could look at models with
representation outside of the current capital in key markets such as; Surabaya, Medan, and
Balikpapan. With “Nusantara” being approved as the new capital to be built in East
Kalimantan, there is an opportunity for Western Australia to be strategic in how and where it
may invest resources in the future. It should be recognised that regions in Indonesia are very
autonomous with central governors holding political and economic influence. Therefore in
many cases dealing in trade with regional governors can have a larger impact than only
focusing our attention on Jakarta. This is why the sister state relationships can be the
enablers of regional trade opportunities and need to be enhanced and supported.

In regards to Western Australian businesses that would benefit from IA-CEPA and need
government assistance to enter the market, the majority sit in the small to medium enterprise
sector. They have limited capital to invest in international expansion, and ITWA can play a
crucial role in assisting them in establishing a well-structured roadmap and connections to
feel confident about market entry, including making it an easier decision to test the market.

One of the challenges for ITWA is how to identify businesses that are Indonesia export
ready. There is already a network of government programs (both federal and state) that
could feed information into ITWA and help qualify export ready businesses, such as the
Department of Industry Entrepreneurs Program. Tapping into the network of programs
available and identifying promising businesses that meet set criteria of growth, stability and
product fit enables ITWA to be better aware of emerging businesses that show potential for
growth and can supply into the Indonesian market at sustainable scale.
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There is an opportunity for ITWA to build an eco-system of trade and investment and pull
together what is currently being delivered in isolation into a better delivery model to assist
SME businesses. The current Access Asia grants through ITWA has been a good initiative to
quantify that there is considerable demand for SMEs wishing to look at markets offshore. It is
a highly competitive grants process and could be further built on or refocused into an
incubator-type model for market entry, which assists SMEs in developing a market strategy
and join a "landing pad" that provides services such as business coaching, sales support,
product storage, logistic for sales using existing platforms like Tokopedia etc. This enables
the businesses to make a manageable, low-risk, low-cost decision to establish a presence
in-country that is a co-funded model with the WA Government and supported by trade office
staff. It will be easier for ITWA to measure successes and ROI and could be driven both
ways to also encourage investment into the Western Australian market. There is limited
facilitation of investment in WA from Indonesia, however there are some high profile success
stories.

Whether the State Government is adequately developing a bespoke, proactive, and
long-term engagement strategy with Indonesia.

As a state, we must take a more strategic approach to our market expansion. Indonesia is
different post-covid, and market demands are changing quickly. The uptake in technology
and online services has only been fast-tracked by Covid for a number of services including
transport, logistics, education and online shopping. As a good indicator, during the pandemic
an additional 9 unicorns were added, totalling 13 in Indonesia compared to 8 in Australia.
With this shift it creates more opportunities for WA products to get to market quicker by
utilising existing platforms and building market awareness cheaper than ever through social
media.

Unless sufficient investment, capability and time are put into the Indonesian market, Western
Australia will miss out on capitalising on the full benefit of the IA-CEPA free trade agreement.
It is one of the best markets to focus on based on projected growth, free trade opportunities,
growing middle class, demand for premium products, tourism and proximity to our market.
Currently it is our top export market for wheat, second for livestock and there is a real risk if
we do not invest in the relationship we could lose market share, as the market grows. Longer
term the approach can change from transactional to deepening relationships and looking at
value adding to each other's products and services for re-export to other countries, i.e. the
EV manufacturing industry. Korea will establish a new EV plant in Jakarta early next year
and Indonesia will move strongly into battery manufacturing as well; needing the rare earths,
technology and skills that WA has.

In this inquiry, it was raised about how important cultural competency is to the trade
relationship. Fundamentally there is an interconnectedness between cultural awareness and
trade and the better you know your neighbours, the more comfortable you will be in forging
mutually beneficial relationships. Being Asia literate is key for Australians to do business in
the region and take advantage of market opportunities. As a longer-term strategy, support is
needed to encourage language learning and cultural competency in schools and universities
as cultural competency shows respect and a long-term investment in relationships. The next
generation of “Indonesian literate or capable”professionals will drive more profound and
valuable connections that will benefit the state. Indonesia is a relationship based country and
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we need to develop that cultural competency or Indonesian literacy if we are to develop or
improve on the bilateral relationship. If you look at recent research around leadership and
board capability in Australia, we are significantly lacking in knowledge around Asian market
capability.

Key Recommendations:
1. Develop a brand identity for Western Australia's competitive advantage that can be

the foundation for who we are as a state
a. Sub-brands for each market for ITWA to promote market information about

Western Australia, our competitive advantage but also market opportunities
2. Build a gateway that promotes Indonesian/Australian opportunities through a platform

or social media that provides updates on real opportunities, i.e. suppliers looking for
products/partners

3. Develop social media pages for Invest and Trade WA to build awareness of WA trade
opportunities, WA's unique competitive advantage and Invest and Trade WA as an
effective government service that gets results, is well connected and can provide a
gateway into the country.

4. Western Australia needs to show action in getting a retail face of the state into
Indonesia as a sign that we value the relationship, are willing to invest in the
relationship and place importance on the relationship.

5. Look at Indonesian investment success stories in Western Australia and profile them
in case studies to attract foreign investment into the state.

6. Leverage alumni network for Indonesians who have studied in Western Australia and
are advocates for Western Australia, including politicians.

7. Build an advisory board model made up of experienced Indonesian/Australian
business people to provide advice or inputs to JTSI for market strategy.

8. Invest in a soft diplomacy strategy around people to people links in arts, sports,
culture and language.

9. Commission an external annual report that shows emerging markets and growth for
WA businesses into Indonesia aligned to the IA-CEPA. Identify these early, so
Western Australia is on the front foot and not reactive.

10. Develop networks into other federal and state-based grants programs to earlier
identify businesses that are export ready and provide services to fast-track into the
market using a trade eco-system/incubator model.
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