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Abstract  

This study aims to analyze the strategy of the Indonesian government in increasing economic 

growth through the IA CEPA after the Covid-19 pandemic. The IA CEPA is a cooperation framework 

initiated by the governments of Indonesia and Australia in strengthening cooperation, especially in the 

economic field. This cooperation framework covers several sectors such as investment and trade, as well 

as human resource improvement. This research uses descriptive qualitative method with literature study. 

In implementing the IA CEPA, it will have a specific impact on Indonesia's economic growth through the 

priority sectors in it. 

Keywords: K IA CEPA ECP; Economic Growth; Covdi-19 

 

 
Introduction 

 

Two and a half years since the start of the COVID-19 pandemic, the global economy is poised for 

its strongest post-recession recovery in 80 years in 2021 (Szara et al., 2022). But this process is expected to 

be uneven across countries, as major economies are seen to post strong growth even when many lagging 

developing countries. Global growth is expected to accelerate to 5.6% over the year, largely driven by 

major economic powers such as the United States and China (Morrison, 2019). Despite this year's increase, 

global GDP levels in 2021 are expected to be 3.2% below pre-pandemic projections (Congressional 

Research Service, 2021). GDP per capita among many emerging markets and developing economies is 

expected to remain below pre-COVID-19 peaks for a long time to come. As the pandemic continues to 

experience escalation, it will shape the course of global economic activity (Gourinchas, 2023). 

http://ijmmu.com/
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Figure 1. Deviation of Output from pre-pandemic projections 

Source:(Gourinchas, 2023) 

 

Based on the data in the figure above, global inflation, which is increasing in line with economic 

recovery, is expected to continue to grow until the end of 2022. However, it is likely to remain within the 

target range for most countries. In emerging markets and developing economies where inflation is rising 

above target, this trend may not require a monetary policy response provided it is temporary, and inflation 

expectations are well maintained. In the longer term, the prospects for emerging markets and developing 

economies are likely to be dampened by the long-lasting legacies of the pandemic – the erosion of skills 

due to lost jobs and schools, a sharp decline in investment, higher debt burden; and more significant 

financial vulnerability. Growth among this economic group is expected to move to 4.7% in 2022 as the 

government gradually withdraws policy support (Ferrero et al., 2022). 

 

With its economy hard hit by the pandemic, Indonesia transitioned from upper-middle-income 

status to lower-middle income in July 2021 (Wihardja & Cunningham, 2021). The pandemic also partially 

reversed progress in poverty reduction, from a record low of 9.2% in September 2019 to 9.7% in 

September 2021(Suryahadi et al., 2020). As Indonesia's economy recovers, the country's GDP growth is 

projected at 5.1 percent in 2022, supported by commodity export growth and accommodative fiscal 

policies to deal with the pandemic (Olivia et al., 2020). However, more challenging global conditions and 

the effects of covid-19 could derail the recovery. 

 

Indonesia is one of the countries in ASEAN which is in post-pandemic economic recovery, helped 

by several bilateral cooperation with several partner countries (Anbumozhi et al., 2022). The focus of 

cooperation is not only in the economic field, considering the many challenges that have arisen due to 

Indonesia’s internal and external weakening (Romarina, 2016). It should be acknowledged that several 

agreements and cooperation failed to benefit Indonesia, such as the example of failure of the free trade 

agreement between Indonesia and Japan, which showed a deficit in Indonesia’s economic growth and 

brought benefits to Japan (Vu, 2010). However, in its journey, Indonesia, through several ministries, has 

realized strategies that create a positive climate in efforts to increase its economy. For example, the 

Ministry of Investment has also prepared four strategies to maintain a favorable investment climate amidst 

a pandemic (Christmawan & Utami, 2022). They facilitate existing companies already operating in 

Indonesia to overcome obstacles; facilitate stalled investments; bring in new investment to Indonesia; and 

provide incentives to companies planning to implement expansion plans. With these strategies, more 

foreign investment will flow into Indonesian equity holdings in the next few years (Sachdeva, 2021). 
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Expect growing foreign interest in the stock market, direct manufacturing capacity and infrastructure 

financing. 

 

Indonesia and Australia are long-standing partners in economic cooperation. After all, Indonesia 

was probably the continent's first trading partner as Australian natives fished and traded sea cucumbers and 

others with their Makassar counterparts (West & Murphy, 2010). In the 1940s, at the start of Indonesia's 

struggle for independence, Australia worked closely with Indonesia in trade, investment and educational 

relations. These close Indonesian-Australian economic ties also continued fifty years later during the Asian 

financial crisis of 1997-1999 when the Reserve Bank of Australia, moreover at that time, Deputy Governor 

Stephen Grenville, a former diplomat in Indonesia who at the time was in dispute with the IMF and the 

authority of President Bill Clinton's government, especially in their respective analyzes related to the 

Indonesian economy (Matondang, 2021). Peter Costello, who at that time served as Treasurer, confidently 

followed the recommendations and advice from Grenville and Glen Stevens not to follow the directions 

from the American economic team and then took different steps, which later succeeded in saving the 

Indonesian economy (Cornish, 2019). As a result, Indonesia's economy is much better off, recovered 

quickly, and avoided the traps of other developing countries that followed the IMF's recipe (Krugman, 

2001). In 2015, Indonesia finally became an important trading partner with Australia with a total of $16 

billion in two-way trade and a vital education partner (Heap & Kingsley, 2020). The fact that no country in 

Southeast Asia is more important to Australia than Indonesia. Indonesia is the cornerstone of a single 

strategic ecosystem that inhabits the Indian Ocean across northern Australia to the Southwest Pacific. 

Indonesia plays a central role in shaping the fabric of the developing Indo-Pacific region (Anwar, 2020). 

Its traditional distance from great power competition, its influence in ASEAN and its democratic 

credentials are vital assets in strategic match for the 21st century (Schindler et al., 2022). Its sovereignty 

and territorial integrity, including with the province of Papua, is fundamental, as Australia recognized 

through the Lombok Agreement in 2006 (Chauvel, n.d.; Day, 2015). There is a reciprocal relationship 

based on geo-strategic and geo-economic advantages, which becomes the basis for establishing existing 

cooperation. Even though they come from different political and cultural backgrounds, the two countries 

rationally put aside this difference several times and saw opportunities for each country's advantages in 

various sectors. 

 

Agreements and cooperation between Indonesia and Australia are also embodied in the 

Comprehensive Economic Partnership, IA-CEPA (Indonesia Australia Comprehensive Economy 

Partnership Agreement). This partnership agreement entered into force on 5 July 2020. The IA-CEPA aims 

to create a framework for Australia and Indonesia to unlock the enormous potential of a bilateral economic 

partnership, fostering economic cooperation between businesses, communities and individuals. IA-CEPA 

is a form of collaboration between the Government of Indonesia and the Government of Australia that 

offers two-way opportunities in trade in goods and services, investment, and capacity building of 

Indonesia's human resources. The IA-CEPA also supports Indonesia's economic recovery efforts amid the 

Covid-19 pandemic. As one of the fastest-growing economies in the Indo-Pacific, Indonesia presents 

significant opportunities for Australian businesses. According to some estimates, Indonesia will become 

the fifth largest economy in the world by 2030, and the IA-CEPA ensures that Australia is well-positioned 

to deepen economic cooperation and share in Indonesia's growth (Patunru et al., 2021). 

 

As strategic partners and the two countries with the largest economies in Southeast Asia and the 

Indo-Pacific, this agreement also complements and supports two countries’ common interests in fostering a 

safe and prosperous region. Although previously Indonesia and Australia were involved in an agreement, 

namely the ASEAN-Australia-New Zealand Free Trade Agreement (AANZFTA), it did not have a specific 

impact on an increase or surplus in Indonesia's economic balance. The IA-CEPA was born based on the 

results of AANZFTA The two agreements will coexist once the IA-CEPA enters into force. Businesses 

will continue to be able to use AANZFTA (Caruso, 2010). The governments of Indonesia and Australia, in 

the Forum meeting of the Ministers of Trade and Investment, launched several innovations rooted in the IA 
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CEPA, one of which is Catalyst, which is an advanced form of the IA-CEPA whose main essence is to 

connect the business world, academia and the public sector from the two countries to be able to collaborate 

effectively. The catalyst acts as a driving force for Indonesia's collaboration and participation in the global 

value chain, in line with Indonesia's 2045 vision which targets Indonesia to become the fifth largest 

economy in the world by 2045 (Andriani & Andre, 2017). 

 

Based on the previous general explanation, it is known that Indonesia as a country with high 

potential has become a regional and international cooperation partner. Many interests are at stake by the 

Indonesian government through pre-existing agreements and cooperation. This article further discusses the 

cooperation between Indonesia and Australia through the IA CEPA-ECP cooperation framework. Some 

sectors and agreements have been planned and realized in terms of their contribution to Indonesia's 

economic growth, especially in the post-covid-19 pandemic era. 

 

 

Research Method 
 

This study uses a qualitative approach which is an interpretive approach to analysis. A qualitative 

approach is a non-statistical approach to obtaining findings it is supported by the in-depth analysis to be 

able to understand in more detail the issues raised (Moleong, 2014). The method of collecting data used in 

this study is a literature study in which the authors seek and collect data from books, government 

publication documents, research results, and published articles (B. Miles & Huberman, 1994). In this 

writing, qualitative data includes the history of the formation of the IA-CEPA and efforts to increase 

economic growth carried out by the Indonesian government. The unit of observation in this study is to 

identify Indonesia's economic growth through the IA-CEPA after the Covid-19 pandemic. 

 

 

Result and Dicussion 
 
Indonesia Australia Comprehensive Economic Partnership Agreement-Economic Cooperation 

Program (IA CEPA-ECP) 

 

IA CEPA-ECP, apart from being a framework that accommodates several sectors such as business, 

investment, trade, and improving human resources, this bilateral agreement also refers to the previous 

collaboration, namely AANZFTA. The IA CEPA-ECP Cooperation Framework was initiated by the two 

countries awareness of the uncertain dynamics of the global economy, so it is hoped that through the IA 

CEPA, it will become a new milestone in the bilateral history of Indonesia and Australia which will be able 

to open wider and diversify opportunities for this economic partnership (Rissy, 2021). Before the two 

countries officially ratified this agreement, there were several dynamics of changes which of course 

included an exploratory process in which the two countries considered the quantity, quality, and what 

capabilities they possessed which were expected to support the success of this Cooperation. In 2013-2016, 

the negotiations related to the IA CEPA were stopped, during this time, in addition to the existence of 

government regulations from Indonesia and Australia which of course, became a particular dilemma given 

the different perspectives and new strategies of political decision-making actors from their respective 

countries. However, on the other hand, we can see this as an intensive process for the two countries to see 

all possibilities, both opportunities and threats posed by partner countries. Moving on from past times for 

the future of the IA CEPA, in 2016-2018 negotiations were held to study further the sectors that would 

become elements of this agreement. After going through a somewhat complicated process, the completion 

of the IA CEPA negotiations was then declared by the Minister of Trade of the two countries on 13 August 

2018 and witnessed directly by the President of the Republic of Indonesia, Joko Widodo, together with 

Australian Prime Minister Scott Morrison. This agreement was completed at the signing of the IA CEPA 

on 4 February 2019 by the Indonesian Minister of Trade Enggartiasto Lukita and Australian Minister of 
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Trade, Tourism and Investment Simon Birmingham in the presence of business people, government 

representatives and other important actors. 

 

IA CEPA-ECP, as a scheme for achieving an agreement between Indonesia and Australia, is 

expected to succeed in implementing the basic principles of win-win for the two partner countries 

(Nuranisa & Paksi, 2022). About ten years ago around 2013, the bilateral relations between Indonesia and 

Australia became very tense and rigid due to the wiretapping incident against the Indonesian president 

(Muhamad Revizal Assyauri, 2019). Through the IA CEPA, Australia continues to strive to improve its 

relationship with Indonesia as seen from the enthusiasm of the Australian government, which ratified the 

IA CEPA 1 year earlier than Indonesia. For Australia, through this partnership, it can be described as 

effortless cooperation which is undoubtedly an advantage because its competitiveness with Indonesia is 

relatively straightforward. Another advantage gained by Australia is the increase in Gross Domestic 

Product, which was previously 70% dominated by the foreign investment and services trade sectors. In this 

case, the investment made by Australia to Indonesia supports the kangaroo country in achieving its 

economic potential, where capital is used to finance new industries, new levels of infrastructure and 

productivity and improve existing initiative. This then has a significant effect in supporting economic 

growth. It becomes higher due to increased tax revenues and can be allocated to essential services such as 

schools, hospitals and other services. In this cooperation, there is also an exemption from customs tariffs 

for all commodity tariff items, which were initially 5% to 0% for goods imported from Australia. The 

advantage gained from this tariff exemption is that the prices of goods exported from Australia in the form 

of manufacturers can compete with local products or other products in Indonesia. 

 

Through several planned mechanisms, the IA CEPA is predicted to help increase Indonesia's GDP 

by 0.23% from the baseline of 33.1 billion Australian dollars (AUD) in 2030, which means it will 

contribute 1.65 billion AUD annually. The contribution of this number is of course, signififcant for 

Indonesia in increasing its economic capacity considering that Indonesia's financial condition is deemed 

insufficient to make investments. Hence, it requires assistance from other Investor Countries in investing in 

their country. Even though Indonesia is included in the category of countries with middle and upper 

economic status, recently, Indonesia has had to move to the middle and lower economic class after the 

pandemic. It is undeniable that Indonesia, more precisely, almost the entire world, was torn apart by of a 

global pandemic. The result is, the country is in a state of confusion about how to deal with the health of its 

citizens. so they are not affected by COVID-19 but each country’s economic situation either must continue 

in this pandemic era. Several countries have experienced a decline in economic growth. Some countries 

have also experienced positive growth even though it is far from its normal growth rate. Indonesia's 

economic growth was depressed to 2.97%. As one of the main sector bases, the industrial sector in 

Indonesia is experiencing considerable pressure from the supply and demand side due to the COVID-19 

pandemic. 

 

The global economy is experiencing several turbulent challenges. Inflation is higher than seen in 

decades, tightening financial conditions in most regions, Russia's invasion of Ukraine and the lingering 

COVID-19 pandemic have all weighed heavily. A third of the world's economies face two consecutive 

quarters of negative growth. Global inflation is forecast to rise from 4.7 percent in 2021 to 8.8 percent in 

2022 but decline to 6.5 percent in 2023 and to 4.1 percent in 2024. The inflationary shock to the rise is 

most widespread among developed countries, more significant variability in emerging markets and 

developing economies (www.imf.org, 2022). 

 

Since 2021, inflation has increased faster and more persistently than expected. In 2022, inflation 

rose in the economy to reach its highest level since 1982. Although inflation is a widespread phenomenon, 

it affects most economies worldwide and has the most severe impact on low-income groups in developing 

countries. In these countries, up to half of household consumption expenditure is on food, meaning that 

inflation can have a very acute impact on human health and living standards (figure 2) 
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Figure 2. Core Inflation and Its Distribution across Countries 

Source: (www.imf.org, 2022) 

 

Despite the slight decline in the consumer price index in July and August, US inflation reached 

one of its highest levels in about 40 years, with prices in August 8.3 percent higher than a year earlier. 

The Euro area saw inflation hitting 10 percent in September, while the UK saw annualized inflation of 9.9 

percent. Emerging markets and developing economies are expected to experience 10.1 percent in the 

second quarter of 2022 and face a peak inflation rate of 11.0 percent in the third quarter: the highest rate 

since 1999. 

 

It doesn't stop here; the emergence of various variants of the Covid-19 virus has a more specific 

weak effect in several non-superpower countries. Inadequate vaccine distribution also puts pressure on 

these countries' priority supply chains. This low vaccination rate partially contributes to real per capita 

GDP growth in countries lagging behind advanced economies in 2022. The problems caused by the 

pandemic have also slowed human development as result from learning loss due to a lack of schooling 

and skills gained in the workplace. 

 
Figure 3. Inflation Likely to Decline Next Year 

Source: (www.imf.org, 2022) 
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From the chart data above, forecasts for most economies have been revised slightly since July but 

significantly above projections made in early 2022. On a four-quarter basis, global project inflation 

peaking at 9.5 percent in the third quarter of 2022 before declining to 4.7 percent in the fourth quarter of 

2023. The projected disinflation for 2023 is in almost all economies for which forecasts are available but 

mostly in developed economies. The faster the disinflation for developed economies the sharper the 

reduction in 2023 for a given inflation rate in 2022 is consistent with the notion that these economies 

benefit more than emerging markets from a greater credibility monetary framework, which helps to 

reduce inflation. Indonesia's economic growth was depressed to 2.97%5. As one of the main sector bases, 

the Indonesian industrial sector in Indonesia is experiencing considerable pressure from the supply and 

demand side due to the COVID-19 pandemic. Reduced global trade activity resulted in a decrease in the 

supply of raw materials. Implementing of the Social Distancing policy in Indonesia has also disrupted 

production capacity. Apart from that, the decline in the exchange rate of the Indonesian currency has 

become a burden for industries centered on imports. Meanwhile, in terms of demand, it is very dependent 

on global demand. However, during the pandemic, the world's economic declination resulted in a decline 

in global demand, directly impacting price declines. Indonesia experienced post-pandemic negative 

growth due to the disrupted mobility of sectors that effect on increase the country's GDP. Through the IA 

CEPA, the Indonesian government is optimizing the broad reach of this collaboration to support 

Indonesia from an economic recession through the sectors that are a concern of this agreement. 

 

A unique feature of the IA-CEPA is the inclusion of the Economic Cooperation Program (ECP), 

which seeks to increase the likelihood of successful implementation of the IA-CEPA by supporting 

regulatory reform through technical assistance, industry-to-industry engagement, and developing common 

standards and skills frameworks. ECP activities will be overseen by the Economic Cooperation 

Committee (ECC), a joint committee between the governments of Indonesia and Australia. In Indonesia, 

the National Development Planning Agency (Bappenas) has been proposed as its representative in the 

ECC. Bappenas will be tasked with monitoring and evaluating and coordinating activities with other 

Indonesian government agencies. ECP will foster collaboration with the private sector through business 

dialogues, workshops and seminars. ECP aims to achieve three outcomes by 2025, greater market access, 

better market integration, and increased labor market skills in Indonesia. ECP focuses on driving activities 

in pursuit of these three outcomes in three economic sectors: agrifood, advanced manufacturing, and 

services. Each will have its multi-year activities under an agrifood innovation partnership, strengthen 

advanced manufacturing, and invest together in skills and training. 

 

The Strategy of the Government of Indonesia in Increasing Economic Growth through IA CEPA-

ECP 

 

The IA CEPA cooperation is a framework or scheme that presents many new patterns and 

policies for Indonesia and Australia. It is said to be a win on the win because the two countries tend to 

have nearly the same strength even though in their position Indonesia is in the developing country 

category while Australia is a developed country. There is no significant gap from this position because, 

Indonesia is the country with the largest economy in the Asia Pacific Region and ranks 16th with the 

largest economy in the world. Because of this the IA CEPA is implemented to provide impartial benefits 

and contribute to improving the national economies of both countries. The IA CEPA is implemented in 

the concept of economic powerhouse because it is designed so that the two countries can contribute more 

to global value chains to supply global needs. Countries participating in such international production are 

said to participate in the global value chain. Global value chains account for nearly half of the global 

trade. As companies seek the most efficient production processes, part and components are taking the 

world storm. International supply chains have led to increased productivity and incomes in many 

countries. According to the OECD (2013), Indonesia and Australia are relatively less integrated into 

global value chains. The two countries in this value chain are primarily driven by downstream 

relationships, namely other countries using natural resources from Australia and Indonesia as inputs. 



International Journal of Multicultural and Multireligious Understanding (IJMMU) Vol. 10, No. 8, August 2023 

 

Strategy of the Indonesian Government in Increasing Economic Growth Through IA-CEPA ECP Post-Pandemi Covid-19 173 

 

Indonesia and Australia must create new opportunities for both countries to engage more broadly with 

global value chains by focusing not on their competing similarities but on their complementarity. 

 

This economic powerhouse concept seeks to identify complementary industries in Australia and 

Indonesia and strengthen their relationship to access third-country markets. While free trade agreements 

have traditionally aimed to increase exports of final consumer goods between the two partners, the power 

generation concept seeks to build a value chain consisting of two partner countries supplying another 

country outside the agreement. The IA-CEPA will be very suitable to make on this concept in sectors that 

have been agreed to be in it because it can utilize production capacity in Indonesia with Australia's 

capabilities. The IA-CEPA must go beyond the traditional FTA approach of reducing tariffs for bilateral 

consumption of goods in pursuit of partnerships that bring these countries up the global value chain. This 

will ensure that the agreement’s benefit ensure cheaper products for end consumers to refresh industries 

in both countries. Considering third-country markets into account during implementation will enlarge the 

markets covered by the agreement, accelerating economic recovery in both countries from the pandemic 

onwards. 

 

Involving several sectors in it, IA CEPA has different forms of implementation and policies in 

each sector. Still within the same goal, although the IA CEPA has not had a significant impact on 

Indonesia's growth because it only started to be implemented in 2020, several forms of policies need to be 

further reviewed regarding the mechanisms and their impact on the Indonesian economy. The sectors in 

question can be seen as follows: 

 

Trade and Investment 

 

Through the IA CEPA framework, Australia abolished Indonesia's export tariffs on 

approximately 6,474 types of goods which were previously at a rate of 5% to 0%. The elimination of 

these tariffs certainly impacts on Indonesia's export activities because it is free to export-related 

commodity goods without a maximum amount and is free from customs fees to Australia. This policy 

specifically boosted Indonesia's trade achievement figures by 76.84% or the equivalent of 12.6M USD 

from the previous of 7.14M USD. This achievement absolutely can be a new momentum for Indonesia as 

the first step towards its economic recovery after the Covid-19 pandemic. Even in the export sector to 

Australia, the IA CEPA contributed to an increase of USD 3.2 billion, an increase of 28.62% when 

compared to the number of exports before the pandemic. Eliminating these tariffs will eventually lead to 

savings in Indonesia's foreign exchange reserves and be able to create an atmosphere of competition with 

Australia's trading partner countries due to free market access. Free market access is also an opportunity 

for increasing product specialization by exploiting economies of scale. Indonesia can also capitalize on its 

comparative advantage through the free flow of goods and services. In achieving its goal of becoming a 

developed country, the economy is the main driving factor in its journey. As previously mentioned, 

Indonesia needs Australia to achieve this prestigious economic development because it can provide more 

protection to foreign investors operating in Indonesia's priority sectors. Australia as a country with the 

privilege of issuing sovereign currency can assist Indonesia in providing public finance and sharpening 

incentives and bringing new technologies and ideas that can be adopted into local businesses. This 

reduction in tariffs to 0% specifically impacts on increasing MSMEs to compete in the global market. 

From the ratification and inauguration of the IA CEPA, it has succeeded in increasing the number of 

projects in various sectors, with the latest total being 1,526 projects. This is a positive image because it 

can be said that IA CEPA can improve Indonesia's investment climate. 

 

In the trade industry, Australia and Indonesia can collaborate beautifully by optimizing natural 

resources and other advantages each country possesses. As one of the largest wheat-producing countries, 

Australia supplies almost half of Indonesia's imports of wheat seeds ground into flour (APTINDO, 2019). 

Most of this flour is used to make instant noodles and is one of Indonesia's major export products to 
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Nigeria and South Africa. The IA-CEPA can provide a platform to replicate and expand on this success 

story, combining Australian-milled wheat with the Indonesian flour-based food industry to serve other 

markets. Exports to third-country markets. This is in line with the basic principle of an economic 

powerhouse. Trade in goods regulated in the IA-CEPA partnership includes goods originating in 

agriculture, manufactured goods, and resources and energy. 

 

Goods and Services Sector 

 

In this sector, the impact of the IA CEPA is also quite significant. This was also acknowledged by 

the Indonesian Minister of Trade, where the IA CEPA provide a surplus of Indonesian service exports to 

Australia of 1.8M USD, most of which came from the tourism sector. Under the IA CEPA Cooperation 

framework, it is projected that several service sectors, such as air and sea transportation services, financial 

services, and insurance services, will be able to increase up to 1.8 billion USD. Different manufacturing 

and service activities also have the food processing industry as a secondary target. While the AUD 5 

million (USD 3.7 million) Powering Advanced Manufacturing activity will initially focus on electric 

batteries and power input for electric vehicles, there are plans to expand into processed foods. Joint 

Investment Activities in Skills and Training valued at 8.9 million AUD or equivalent to 6.7 million USD. 

The program aims to build more significant partnerships between Indonesian and Australian technical 

vocational education and training providers. One area of focus is agriculture. The AUD 7.5 million 

(approximately USD 5.6 million) Agri-food Innovation Partnership under the IA CEPA will start with a 

'Grains Partnership' to support industry engagement in grains for food and feed. This Collaboration seeks 

to increase trade in grain products and food processing between Australia and Indonesia to support and 

invest in Indonesian food processing as added value ECP will focus on driving activities in pursuit of 

these three outcomes in three economic sectors: agri-food, advanced manufacturing, and the service 

industry. 

 

Through this collaboration, Co-investing in Skills and Training activities are also held, which are 

training programs for flour mills in Indonesia are included in the Grain Partnership. Several programs 

focus on that the complementarity between the Australian agricultural business and the Indonesian food 

and beverage manufacturing industry makes this area a good candidate for an approach as two countries 

with different potentials that can be put to good use. Indonesia and Australia have also shown their 

seriousness as partner countries by holding Cooperation in the financial services sector in a digital 

economy scheme. This initiative is under the IA CEPA ECP Catalyst follow-up program, which aims to 

increase market access investment and two-way trade by achieving more inclusive economic growth in 

sectors that have experienced a significant impact in Indonesia after the Covid-19 pandemic. The output 

form of implementing this catalyst is the collaboration of the digital economy-based financial services 

sector. Equivalent to the 4th pillar of President Jokowi's development, namely accelerating digital 

transformation, cooperation in this field is projected to reach US$146 billion by 2025. Optimism appears 

in this collaboration space considering that the digital economy sector is one of the main contributors as 

well as key enablers for recovery from the covid pandemic-19, especially for Indonesian MSMEs. 

Another supporting factor is the high use of the internet as well as the population and consumers who also 

high, which has spurred the rapid development of e-commerce platforms. Supported again by Indonesian 

youth who are literate in technology. Cooperation in this sector will be realized openly, especially with 

Western Australia. Meeting in different demographic and geographical characteristics can contribute a 

few of ideas for this Cooperation. For example, several companies such as Andalin and Go To which are 

engaged in regional and global trade and have been trained in developing in a large area with a high 

population such as Indonesia can become a role model and be adopted by following per under the 

conditions of Western Australia which has a low population density. with a very large area. 

 

The second form of implementation of the IA CEPA achievement under the Catalyst framework 

is also in the manufacturing industry development sector with the concept of green technology, and it is 
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known that Indonesia is preparing to develop electric vehicles. The Indonesian government has set a goal 

for electric vehicles to make up 20 percent of all domestic cars produced, equivalent to around 400,000 e-

cars, by 2025. This ambitious target for EV production has its advantages: reducing dependence on 

imported oil and supporting a thriving battery manufacturing industry promising. Both are likely to help 

improve Indonesia's fiscal position and socio-economic development. In this regard, the Indonesian 

government continues to issue policies to accelerate the growth of its EV sector. In September 2020, the 

government officially announced the Electric Vehicle (EV) roadmap, which was published as part of the 

Minister of Industry Regulation no. 27/2020. The roadmap outlines the country's ambition to become a 

significant player in the global EV market by 2030 with a planned local production capacity of more than 

600 thousand four-wheeled EV units and 2.45 million two-wheeled EV units annually. Since then, 

various policies have been issued to further encourage the electric vehicle sector, such as Minister of 

Energy and Mineral Resources Regulation No. 13 of 2020, and the recently issued Positive Investment 

List (PIL) in the electric vehicle supply chain. Australia is well positioned as a leading nickel producer to 

produce the lithium-ion batteries needed to in Indonesia. With significant reserves of minerals essential 

for the producing of electric vehicle batteries, manufacture electric vehicles in Indonesia and Australia are 

present in the existing battery value chain. Australia is a significant supplier of upstream battery minerals 

and an end user of batteries. Meanwhile, Indonesia's position in this chain is dominated as an upstream 

supplier of battery minerals, particularly nickel reserves.  

 

Australia is an ideal battery mineral partner for Indonesia. Australia must proactively develop an 

integrated supply chain with Indonesia to claim shared economic benefits. Accounts for 60 percent of 

world lithium production, Australia offers a vital mineral missing from Indonesia's domestic resource 

wealth. The partnership will leverage Australia's world-class technical and industrial capabilities. 

Australia is rapidly increasing resource production through innovation and can assist Indonesia in 

developing its nickel sulfate capabilities to manufacture lithium-ion batteries successfully. The 

implementation related to electric vehicles, if calculated, impact Indonesia. Even for individuals and 

motorists, this EV helps everyone save approximately 2,770,000 in expenses to buy the fuel oil needed by 

vehicles. The use of electric cars can help the government cut its budget. It is claimed by the Ministry of 

Energy and Mineral Resources that the technology industry will save as much as 32.7 billion per year. 

Another benefit is that using electric vehicles will also increase electricity consumption, estimated to 

reach 15.2 GWH per year. Switching from conventional to electric cars can also reduce gas emissions by 

around 0.03 million tons. 

 

Human Resource Development 

 

In this sector, the Indonesian and Australian governments have agreed on several matters, such as 

vocational education and training, higher education, and health. Vocational education and training 

cooperation intended to develop Indonesia's national standards and capacity will likely be conducted on a 

government-to-government basis. Australian vocational education and training providers are only 

expected to grow training modules based on these national standards in consultation with Indonesian 

providers, in line with the business model specified in the IA-CEPA. In higher education and health, the 

IA-CEPA refined the provisions in the 2016 DNI. The negative list only allowed foreign hospitals in 

several Eastern Indonesia provincial capitals, and this restriction was removed in the IA-CEPA. The IA-

CEPA also eliminates university restrictions in the Minister of Research, Technology and Higher 

Education Regulation No. 53 of 2018, which only allows foreign universities in special economic zones. 

As a result of the agreement, Australian-owned hospitals and universities can be established anywhere in 

Indonesia. 

 

Thus, this change has generated interest from Australian businesses. Canberra-based Aspen 

Medical and Sydney-based Docta have signed a joint venture agreement with PT Jaya Sarana, a state-

owned company in West Java, to develop 650 clinics and 23 hospitals across the province. Monash 
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University has announced its intention to open a campus focused on master’s and doctoral students in 

Jakarta. Central Queensland University has also started offering a dual degree Master’s program through 

a partnership with Bakrie University in Jakarta. To push this further, Indonesia and Australia should aim 

to work together to create educational power through immigration policy reform for international 

students. International education is Australia's fourth largest export, valued at over AUD 40 billion. 

Nearly half of this sector's economic activity results from international students attending Australian 

universities. As a result of the covid-19 pandemic, the Australian government has closed its borders to 

international travelers due to the pandemic. IA-CEPA provides a possible solution for Australian 

universities facing drought in international students that suit the needs of human resource development in 

Indonesia. In addition, welcoming more international students will benefit local universities, as the 

presence of global education providers will also encourage these local universities to raise their standards. 

Reforms to expand international students' flow should be considered an integral component to building an 

Indonesian-Australian educational powerhouse. 

 

Conclusion 
 

IA CEPA as a new milestone can increase the  two countries' commitment in this bilateral 

cooperation towards a wider, higher and more efficient stage or level. The scope of its broad framework 

makes Indonesia more active in taking strategic policies which certainly have a positive impact on 

improving its internal quality, especially in the economic field. Even though the Covid-19 pandemic has 

given Indonesia a nightmare  with the effect of hit economic growth, indonesia and Australia can use the 

IA CEPA as momentum to recover from the downturn caused by Covid-19. Priority sectors the pandemic 

has shaken are also the main concern of this Cooperation Framework. Even though it was only 

implemented in 2020, when this period is prone to a pandemic in Indonesia, the contribution of this 

agreement is unclear. However, based on the contracts and policies that have been planned and 

implemented, each sector within the framework of this Cooperation will provide precise results for 

Indonesia's economic growth. As a long-term framework, IA CEPA is quite promising in terms of a long 

negotiation process up to its ratification. However, these negotiations can be considered part of 

preparations for something big that will give a new history to the two countries. For IA CEPA to remain 

on a positive axis, the Indonesian government must also be wise and selective in considering cooperation 

to see the advantages of existing sectors so as not to disrupt other economic activities. Indonesia must use 

investment liberalization through the IA-CEPA as learning while developing its higher education sector. 

The IA-CEPA provides learning opportunities for both. Indonesian policymakers and Australian 

education providers. Early engagement with a single source country can help Indonesian policymakers 

identify unforeseen investment barriers while limiting pitfalls before broadly opening up the sector. 
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