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[bookmark: _Toc320025291]Executive SummaryThe unknowns and uncertainties in the global and domestic context are so great that it is not possible to sketch out an approach to advancing Indonesia’s interests in international forums with much confidence. The downside risks are so high that the smartest approaches could be those that assume the global context and the domestic context will be less favorable—approaches that are more defensive than offensive.
Indonesia’s fundamental interests can be grouped under four headings: national security, domestic tranquility, global leadership, and international cooperation. Each of these can be advanced in the major international forums that exist today.
The G20 Summit and the ASEAN/East Asia Summit are the two most important international forums for advancing Indonesia’s interests in the next five years. The weight of opinion sampled at the end of January 2012 favors the ASEAN/EAS forum. While the G20 Summit is the more important forum from a global perspective, and Indonesia is the only Southeast Asian nation represented in this forum, two arguments tip the balance in favor of ASEAN: (1) Indonesia’s influence in the G20 Summit derives in large measure from its leadership of the ASEAN community; and (2) Indonesia at present cannot match the analytical capabilities that most of the other G20 members bring to bear on issues.
Just one other forum meets regularly at the summit (head of state or government) level: Asia-Pacific Economic Community (APEC). APEC approaches the importance of the G20 and ASEAN, but only because Indonesia will host the APEC Summit in 2013. 
Almost universally, the people interviewed stressed coordination among Indonesian government ministries and agencies for advancing Indonesia’s interests in international forums.
Although capacity constraints were not stressed in interviews, these merit attention. Specifically, Indonesia appears to have a weak role in international forums because it lacks analytical depth on the issues addressed in these forums.
Nine possible steps to advance Indonesia’s interests more effectively in international forums were identified in the course of interviews:
Go back to the 2002 McCawley-Wallace report on economic diplomacy and review what has been done, what has not been done, and what seems worthwhile today to implement.[footnoteRef:1] [1:  The main conclusions were: 1. An annual communications strategy should be prepared. 2. Ministerial and ministry press staff should be appointed to help implement the communications strategy. 3. Personal presentations by ministers and senior officials to various audiences should be one main way that the communications strategy is delivered. 4. Active use of well-prepared press releases issued on a frequent basis is an effective method of conveying some aspects of the Indonesian Government’s economic messages. 5. Targeted use of the print media should supplement other forms of delivery mechanisms. 6. Special priority should be given within the communications strategy to the rapidly-expanding electronic tools of communication. 7. Several supporting steps should be taken to strengthen the implementation of the communications strategy.] 

Strengthen human resource capacity, mostly through external training, including with other governments that have proven their effectiveness in preparing for international forums and in message and media management courses (e.g., Korea). In particular, use the executive director positions (and staff positions) in the IMF and World Bank to produce officials who are well versed in the culture of these forums and the issues they deal with. 
Strengthen institutional capacity in the Indonesian government to make preparations for participation in international forums less ad hoc and more systematic, to ensure continuity and enhance institutional memory. 
Strengthen institutional capacity outside the Indonesian government to analyze issues being discussed in international forums and develop strategies for advancing Indonesia’s interests through these forums, including by commissioning studies by leading policy research institutes.
Strengthen the working relationship between the Indonesian government and leading Indonesian companies and business associations to refine and reinforce initiatives that the Indonesian government decides to take in international forums.
Invite eminent scholar-practitioners to Jakarta to discuss ways of “raising Indonesia’s game” in international forums. Examples are Il SaKong, President, Institute for Global Economics, Seoul, Korea, and Fred Bergsten, President, The Peterson Institute, Washington, DC.
Renew the mandate of the GOI Support Team at the World Bank office in Jakarta, which will expire in mid-2012, at least until after the APEC Summit meeting in Indonesia.
Consider hosting the WTO ministerial immediately following the APEC Summit in 2013, especially if it is possible to orchestrate a satisfactory conclusion to the Doha Round.
In each forum, seek to advance a substantive initiative to make it clear that Indonesia is not simply coasting on its record but is worthy of a global leadership position.

Pro-Poor Growth Environment	3

[bookmark: _Toc320025292]Introduction The USAID-funded SEADI project is designed to respond quickly, on a demand-driven basis, to Government of Indonesia requests for assistance in addressing critical policy issues, especially pertaining to job creation, and to provide strategic support to develop Indonesia’s institutional and human resource capacity for economic policy analysis. 
This paper highlights how the Government of Indonesia can best use its role in international forums to promote economic growth and trade expansion. (See scope of work in Appendix A.)
In Jakarta, the SEADI adviser met with about 20 people who had experience with these international forums or had informed opinions about Indonesia’s role in these forums. (See list of persons interviewed in Appendix B.) Time constraints made it impossible to produce more than an introductory assessment of Indonesia’s role in these international forums and reach preliminary conclusions. 
If a more extensive and deeper assessment were desired, the next step would be to interview other observers—both domestic and external—of Indonesia’s performance in international forums. Domestically, it would be especially useful to interview observers in the Ministry of Foreign Affairs, the private sector, and media groups. Externally, it would be especially useful to interview people such as Sri Mulyani (managing director of the World Bank), Dino Pati Djalal (Indonesia’s ambassador to the United States), David Merrill (president of the US-Indonesia Society), and officials in other G20 countries.

[bookmark: _Toc320025293]Context
Indonesia must do more, both to promote itself at global conferences such as the WEF and to move strongly on crucial investments in infrastructure, education, training, innovation, and job creation.
—Editorial in the Jakarta Globe, January 26, 2012
In today’s world of 7 billion people, divided into roughly 200 countries, Indonesia seeks to build a society as just and prosperous as any other, if not more so. In working to achieve this objective, Indonesia has certain advantages, offset by some disadvantages. It also faces five fundamental realities:
The global system of nation-states creates a highly competitive environment in which nationalism often trumps cooperation.
It seems impossible for any country to become just and prosperous in isolation; the interdependence of countries is more likely to advance than retreat.
Technological change has been accelerating and will have an impact on international relations in ways that are hard to predict. Globally, the near term of 5–10 years may be more uncertain than at any point in the past 60 years.
Climate change, food and energy scarcity, infectious disease, and urban youth unemployment are immense cross-border challenges that may be impossible to address without unprecedented international cooperation.
Fundamental threats to global peace and security exist in nuclear proliferation, weak and conflict states, terrorism, and China’s uncertain military ambitions.
One major advantage enjoyed by Indonesia is that it is the world’s fourth most populous nation, after China, India, and the United States. One of the principles of democracy is that all men and women are equal. Accordingly, Indonesia has a claim to having the fourth-largest voice on the international stage. As nations become more interdependent, the number of people in a country becomes more important than the country’s GDP per capita.
A second major advantage is Indonesia’s legacy of sound macroeconomic management. Indonesia has done more than recover from the 1997–1998 financial crisis. It has maintained disciplined monetary and fiscal policies that have reduced the country’s public sector debt-to-GDP ratio from above 100 percent in 2000 to about 25 percent at the end of 2011. This legacy, more than any other factor, may explain the recent elevation of Indonesia to investment grade status, in sharp contrast to the debt problems crippling Europe and the United States. The countries that do best in the turbulent years to come, when populist pressures in democratic systems exacerbate fiscal strains, may be those that can generate the highest level of tax revenue from a willing electorate. If so, then Indonesia begins the race in an enviable position.
A third major advantage is that Indonesia is close to becoming a $1 trillion economy and is centrally located in the most economically dynamic region of the world today: Asia. Moreover, Indonesia is at the center of the ASEAN community, containing more people than the European Union and more than the United States.
In brief, now is a good moment to “sell” Indonesia to the rest of the world.
Weighing against these advantages are three major disadvantages: 
As an archipelago nation, Indonesia is inherently more difficult to govern than a continental nation, especially when combined with extreme ethnic diversity.
Indonesia suffers from the “resource curse” as much as any other country in the world. Indonesia’s natural resource wealth is being exploited at an unsustainable pace, creating powerful vested interests that are inhibiting policy reforms that would enable the country to come closer to achieving its full growth potential.
Indonesia’s relatively new democratic political system is widely considered in Indonesia to be an improvement over the system that existed when President Soeharto was forced to resign, but it is not receiving high scores from most of the population. It appears captured by powerful business interests and the bureaucracy and therefore as not providing the equal opportunities offered in a just society and considered essential for sustainable economic growth.
In the short term, Indonesia’s ability to use international forums to advance its national interests will depend on three international uncertainties and three domestic uncertainties:
Internationally
How will the global economy perform and when will confidence be restored? Will the European debt crisis be resolved before doing more damage to the international economy? Will the general election in the United States in November 2012 put the U.S. economy firmly on the road to recovery or will it lead to more political gridlock? If global growth weakens, can China avoid a hard landing?
Has the trade and financial liberalization of the past 20 to 30 years run its course? Will the Doha Round be concluded? Will Basel III and related financial sector regulation impede the flow of capital into infrastructure and other sectors essential for robust global growth? Will borders become more closed to the movement of persons?
Will global governance improve? Will the United Nations become more effective? Will the IMF and the World Bank escape the grip of the United States and Europe and become truly global institutions? Can the G20 Summit process be refined to provide the leadership required to implement practical approaches to global problems?
Domestically in Indonesia:
How will SBY’s presidency end and what will follow? Will the parliamentary and presidential elections in 2014 make it increasingly difficult for the government to carry out significant international initiatives? Will election politics overcome the legacy of sound macroeconomic management to the point of triggering an outflow of short-term capital and a drop in FDI? Will the next presidency be more of the same, better, or worse?
Will new political personalities emerge in the run-up to the 2014 elections, and if so, what positions will they adopt on international issues?
Will nationalist sentiment grow to the point of scaring away investors and threatening Indonesia’s investment grade ratings?
In brief, the unknowns and uncertainties are so great that it is not possible to sketch out an approach to advancing Indonesia’s interests in international forums with much confidence. The downside risks in the global and domestic context are so high that the smartest approaches could be those that assume the global context and the domestic context will be less favorable, approaches that are more defensive than offensive.
Context	3

[bookmark: _Toc320025294]Indonesia’s Interests
If Indonesia wants to play a bigger role in determining the future of the planet, it needs to be more engaged.
—Editorial in the Jakarta Globe, January 26, 2012
[bookmark: _Toc320025295]National Security
Indonesia’s most fundamental interest is national security: preventing or defending against threats to Indonesia’s sovereignty and territorial integrity. Fortunately, no worrisome threats of this kind appear on the horizon.
Just over the horizon, however, lies the threat of strategic rivalries between the United States and China, between Japan and China, and between India and China, possibly leading to some form of regional conflict. It can be argued that the single most important international objective for Indonesia is preventing such a conflict. From this perspective, Indonesia achieved a major success last year when—as chair of the ASEAN Community and host of the East Asia Summit—it was able to break the logjam on getting the nuclear powers to sign the protocol committing them to respect the Southeast Asia Nuclear-Weapon-Free Zone (SEANWFZ) Treaty of 1995.
[bookmark: _Toc320025296]Domestic Tranquility
Alongside national security, Indonesia’s other fundamental interest is peace at home. Domestic tranquility in today’s world is not simply the absence of internal conflict. It is also advancing the welfare of the population, with welfare measured not simply by rising GDP per capita, but also by meeting rising expectations, by convincing the population that the country as a whole is doing more than keeping up with the rest of the world.
This domestic tranquility interest is reflected well in the Master Plan for the Acceleration and Expansion of Indonesia Economic Development 2011-2025 (MP3EI: Masterplan Percepatan dan Perluasan Pembangunan Ekonomi Indonesia). The vision of MP3EI is to create an Indonesia that is “self-sufficient, advanced, just and prosperous”[footnoteRef:2] [2:  MP3EI, p. 14.] 

In GDP terms, the MP3EI calls for Indonesia to be in the top 10 advanced countries by 2025 and the top six by 2050.[footnoteRef:3] To achieve these goals, the MP3EI asserts that “real economic growth must reach 7–9 percent per year, on an ongoing basis.”[footnoteRef:4] Achieving this high rate of economic growth in turn requires more foreign direct investment (FDI) and strong export growth. At the same time, the rapid growth process must be pro-poor and inclusive. [3:  MP3EI, p. 9.]  [4:  MP3EI, p. 10.] 

[bookmark: _Toc320025297]Global Leadership
The MP3EI goes further, however, and also calls for Indonesia to achieve a position of global leadership: “We must prove to the world that Indonesia is worthy and capable of being a big player in the global economy.”[footnoteRef:5] The clear implication is that a robust economy provides the strongest foundation for global leadership. [5:  MP3EI, p. 8.] 

A number of specific areas of global leadership were mentioned prominently in interviews conducted for this report. The most important seem to be rebalancing (to reduce unsustainable B/P surpluses and deficits), creating a financial safety net, regulating banks and other financial institutions, enhancing food security, and addressing climate change. Other areas mentioned include global production fragmentation and SMEs, disaster management, and development.
Indonesia’s global leadership ambitions are also reflected in the Bali Concord III declaration adopted at the Bali Summit in November 2011. The idea of a common ASEAN voice on global issues originated with Indonesia and was carried to a successful conclusion.[footnoteRef:6] [6:  The pertinent section is: “Building on current practice and achievements, we will identify key global issues of common interest and concern, enhance ASEAN coordination and cooperation on these key global issues in relevant multilateral fora and international organizations, such as the United Nations, and raise ASEAN’s profile and constructive role in the global stage. We will undertake an assessment of long-term trends, including the evolution of the global architecture, and develop appropriate adjustment and response strategies to such trends. We hereby pledge to our peoples our resolve and commitment to bring the ASEAN common platform on global issues into reality by 2022.”] 

[bookmark: _Toc320025298]International Cooperation
International cooperation is a less ambitious but still important Indonesian interest. It is also the most controversial among the four highlighted. Three major forms of international cooperation are trade, finance, and global governance.
Cooperation in trade is controversial because political sentiment in Indonesia has become more protectionist, partly because the SBY government has been unsuccessful in defending itself against criticism for entering into free trade agreements (especially with China) that have negative net benefits. Moreover, the mood internationally seems unfavorable to systemic trade initiatives. Incremental moves at the sector or regional level seem more likely, but consequently less significant in advancing Indonesia’s interests.
Cooperation in finance was strong in the wake of the global financial crisis and is still moving ahead. It will be difficult for Indonesia to advance cooperation in this area, however, because Indonesia lacks the experience and credibility that other G20 countries like Korea and Brazil possess.
Cooperation in global governance could provide opportunities for Indonesia to advance its interests. Indonesia would presumably benefit from changes in the governance of the IMF and World Bank that give emerging market countries a larger voice in setting their policies and conducting their operations. In fact, a short-term opportunity is begging for a fix. The presidency of the World Bank has always been held by an American, but the time ripe to appoint a highly qualified non-American who can lift the World Bank out of the shadow of the U.S. Government and give it a more global character. The 5-year term of the current president, Robert Zoellick, expires in mid-2012. Indonesia could be instrumental in mobilizing support behind an emerging market candidate, with much to be gained if the initiative succeeds. But the window of opportunity to do this may close by the end of March.
Indonesia’s Interests	7

[bookmark: _Toc320025299]International Forums
It is critical for Indonesia to fly its flag proudly and to tell its story, as few other nations can boast of transforming themselves in such a short period
.—Editorial in the Jakarta Globe, January 26, 2012
We look at several forums in this section, but begin by considering three cross-cutting issues: the relative importance of the three forums, coordination within the Indonesian government on participation in these forums, and the institutional and individual capacity (depth) that Indonesia brings to bear on these matters.
[bookmark: _Toc320025300]Ranking 
The G20 Summit and the ASEAN/East Asia Summit are the two most important international forums for advancing Indonesia’s interests in the next five years, but the weight of opinion sampled at the end of January for this report favors ASEAN/EAS. While the G20 Summit is the more important forum from a global perspective, and Indonesia is the only Southeast Asian nation represented in this forum, two arguments tip the balance in favor of ASEAN: Indonesia’s influence in the G20 Summit derives in large measure from its leadership of the ASEAN community, and in population terms, the other nine members of ASEAN more than double Indonesia’s population of 234 million to a total of 596 million (2010). The issues considered in the G20 Summit are generally more global and less regional, but at present, Indonesia cannot match the analytical capabilities that most of the other G20 members can bring to bear on issues.
Only one other forum meets regularly at the summit (head of state or government) level: APEC. APEC comes close to the G20 and ASEAN in importance because Indonesia will host the APEC Summit in 2013. No clear ranking of the other major forums emerged from the interviews conducted because time constraints confined the scope of interviews largely to the top three forums. 
The ranking used here is in descending order of importance: World Economic Forum, IMF/World Bank/IIF annual and spring meetings, the Organization for Economic Cooperation and Development (OECD), and the World Trade Organization (WTO). Other forums—United Nations (General Assembly and Security Council), Asian Development Bank (ADB), Organization of Islamic Conference (OIC), St. Petersburg International Economic Forum (SPIEF), and Bali Democracy Forum (BDF)— are touched on only briefly in this report.
[bookmark: _Toc320025301]Coordination 
Almost universally, the people interviewed stressed the importance of coordination among Indonesian government ministries and agencies in advancing Indonesia’s interests in the international forums—internal coordination. Two kinds of external coordination were occasionally mentioned: coordination with other ASEAN member governments and coordination with other countries represented in each forum. It goes without saying that Indonesia cannot advance its interests effectively in the international forums without good external coordination, so we focus narrowly on internal coordination.
The general view was that Indonesia is not doing a good job of internal coordination. It was sufficient in the preparations for the 2011 ASEAN/EAS meetings that Indonesia hosted as chair of the ASEAN Community, but only by placing unsustainable workloads on a small number of Indonesian officials.
The interviews also revealed a broad preference for a formal coordination structure (or structures) over informal, ad hoc coordination. Furthermore, it was suggested that—in the near term—such a formal structure should be led by the president or vice president because there is no minister in the current cabinet in a position to lead the process. There was little discussion of the pros and cons of a single coordination structure for all international forums as opposed to a different coordination structure for each, but differences among the forums suggest that a single structure would be awkward and possibly ineffective.
[bookmark: _Toc320025302]Depth 
Although the people interviewed did not stress capacity constraints, these merit attention. Specifically, Indonesia appears to have a weak role in the international forums because it lacks analytical depth on the issues addressed in these forums.
One dimension of the depth issue is the distinction between hosting a summit meeting that is superficially successful and one that is substantively successful. It was said, for example, that Indonesia deserves good marks as a “party planner” for the EAS meeting in Bali in November 2011. It was also suggested that from a practical perspective, Indonesia should focus in the near term on being an excellent party planner and not worry much about substance. This view is one of the stronger conclusions of this consultancy.
On substance, two aspects are worth mentioning: individual capacity and institutional capacity. The G20 Summits have developed the role of “sherpas” for the preparation of Summit meetings, and the performance of Indonesia’s sherpas can be compared with the performance of the sherpas from other countries. It was not possible to examine this aspect systematically because of the time limit, but it appears that Indonesia’s sherpas are well regarded by their counterparts but are below average in education, experience, analytical abilities, and articulateness. 
In terms of institutional capacity, the differences are more obvious. Especially for the G20 summits but even for the ASEAN summits, other countries have more institutional capacity in and outside government, and in policy research institutes, think tanks, universities, and NGOs, than Indonesia has, for example, to produce white papers analyzing substantive issues to identify positive outcomes for Indonesia.
A final point in this context was captured in the expression “pay to play.” It was suggested that Indonesia should invest more in preparing for participation in international forums in order to benefit from participation. There is even a risk that Indonesia will be marginalized in these forums if it does not invest more in preparation because other countries that do invest will displace or drown out the Indonesian voice.
ASEAN
Background
ASEAN was created in 1967 Indonesia, Brunei, Malaysia, Philippines, Singapore, and Thailand. Four members were added at the end of the 1990s: Cambodia, Laos, Myanmar, and Vietnam. Timor Leste has applied for membership and Papua New Guinea has expressed interest in becoming a member. Since the European debt crisis erupted in 2010, ASEAN has been described as the world’s best-performing regional community.
ASEAN has evolved through several stages from an organization that focused narrowly on economic integration to a more ambitious project involving interlinked economic, sociocultural, and political-security dimensions. Today, the thrust of ASEAN activities is to achieve the establishment of the “ASEAN Community” by 2015. 
A major step forward was taken when the ASEAN Charter entered into force in December 2008. This strengthened the commitment of the members to regional integration and created a more robust institutional structure to support the ASEAN work program.
The chairmanship of ASEAN rotates among the members, normally in alphabetical order but with occasional swaps. Indonesia chaired ASEAN in 2011 (swapping with Brunei) and by most accounts did a very good job. In particular, at the initiative of Indonesia and looking beyond 2015, the leaders proclaimed the Bali Declaration on ASEAN Community in the Global Community of Nations, which establishes “an ASEAN common platform on global issues.” Other successes are helping to resolve the Cambodia-Thailand conflict over the Preah Vihear temple, paving the way for Myanmar to be the ASEAN chair in 2014, and promoting Timor Leste’s membership.
Critical to understanding the role of ASEAN is how it has become the center of regional cooperation across Asia, as a balancing force among the contending powers of China, Japan, India, and the United States. This role has evolved by appending to the ASEAN Summit forum separate annual forums including the “plus three” countries (Japan, China, and Korea), the “plus six” countries (Australia, New Zealand, and India), and finally—in 2011—the United States and Russia. The forum that brings together all 18 countries at the leader level is called the East Asia Summit (EAS).
Preparation for ASEAN summits and the related Plus Three and EAS meetings is centered on the director general for ASEAN Affairs in the Ministry of Foreign Affairs. Given the importance of economic issues in ASEAN’s work program, however, the economic ministries are important partners in the process: the Coordinating Ministry for Economic Affairs, the Finance Ministry, the Trade Ministry, and BAPPENAS.
For the meetings in 2011 when Indonesia was chairing ASEAN, the GOI Support Team provided important help. It was made up of expatriate and local advisers and funded by the World Bank. In addition, Mari Pangestu, as trade minister convened brainstorming sessions with experts from Australia, Singapore, and other countries.
Assessment
The ASEAN agenda is vast and ambitious. Although dissatisfaction with ASEAN’s slow pace and endless meetings is voiced from time to time both within Indonesia and outside, Indonesia has made a huge investment in this regional organization and has been phenomenally successful in putting it at the center of Asian regional cooperation. At the moment, the only ASEAN country seriously challenging Indonesia’s leadership is Singapore. Malaysia and Thailand are both constrained in their external ambitions by domestic political tensions, and the Philippines has never aspired to regional leadership. It is possible, however, that Vietnam will be in a position to be as influential as Indonesia in ASEAN affairs in the next 10 years.
ASEAN Calendar
2011: Indonesia
2012: Cambodia 
2013: Brunei
2014: Myanmar
2015: Laos (or Malaysia)
Indonesia may benefit from three of ASEAN’s weaker members’ rotating into the chairmanship: Cambodia in 2012, Brunei in 2013, and Myanmar in 2014. Indonesia’s influence, however, may be increasingly constrained during this period by domestic politics in the run-up to the legislative and presidential elections be held in 2014. 
It is also possible that what Indonesia can and will do to advance its interests in the ASEAN forums will be determined by new issues that are not yet visible. The more depth and flexibility that the Indonesian government can build into preparation for the forums, the more success it will have in achieving favorable outcomes.
Another important dimension of ASEAN and the other forums is how the forums link to Indonesia’s internal reform agenda. In some interviews, it was pointed out that issues raised and commitments made in international forums can be helpful in overcoming resistance to internal reforms. 
[bookmark: _Toc320025303]G20 Summit
Background
The G20 Summit grew out of a forum for finance ministers and central banks created in 1997/98 in the aftermath of the Asian financial crisis. Indonesia had the opportunity to participate because the Asian financial crisis favored the participation of Asian countries. In 2008, the global financial crisis prompted U.S. President George W. Bush to convene the first meeting of the G20 at the summit level in Washington, D.C. In 2009 and 2010, two G20 summits were held each year to deal with the global financial crisis on an urgent basis; annual meetings at the leader level were instituted in 2011. 
The future of the G20 Summit forum cannot be taken for granted. Concerns have been raised about the scope of the G20, with some arguing for a broader scope, including political and security issues, and others arguing for keeping the scope limited to economic and financial matters. Concerns have also been raised about the composition of the G20, with its over-representation of European, Asian, and big countries. And some have raised concerns about the ability of the G20 process to be useful in normal times without a permanent secretariat. 
Despite these concerns, and in the absence of a new global crisis that requires action by a different group of countries, the G20 stands a good chance of remaining the premier forum addressing the main global issues of the day, regardless of their nature. And as long as Indonesia’s political stability and economic performance remain comfortable, Indonesia can be confident of retaining a seat at the table.
Although Indonesia has demonstrated its ability to host an ASEAN/EAS meeting, hosting a G20 summit is more burdensome. Fortunately, the odds are small of this responsibility falling on Indonesia any time soon. At the Cannes Summit in November 2011, a rotation system was announced that divides the 20 members into five regional groups and then rotates the hosting role among the five groups. Indonesia is in the Asian group with China, Japan, and Korea. The next year in which the G20 Summit will be hosted by the Asia group is 2016. Because Korea hosted in 2011, Indonesia might be the host in 2016, but only if it fights for the honor and prevails over Japan and China. It seems more likely that Japan and China will host the G20 Summits in 2016 and 2021, putting off until 2026 Indonesia’s turn to serve as the host country. One implication is that Indonesia can concentrate its resources in the years ahead on shaping the G20 agenda and outcome and devote fewer resources to mastering the administrative arrangements required to host a successful G20 summit 
The G7 countries (U.S., U.K., Germany, France, Italy, Canada, and Japan) started holding annual summit meetings in 1976, and the “sherpa” process was created to smooth the way successful outcomes. Each country’s sherpa was normally an official in the office of the participating head of state or government, and often “sous-sherpas” were designated in foreign ministries and finance ministries. The sherpas met as often as necessary to prepare for each meeting and were in constant communication between meetings.
While the G7/G8 Summit forum has either been phased out or is in the process of being phased out, the sherpa process has been copied by the G20 Summit. So far, it seems to work well. The G20 sherpa for Indonesia is Vice Minister of Finance Mahendra Siregar. He also had this role for earlier summits when he was vice minister of Trade. Although these are not typical sherpa positions, Vice Minister Siregar appears to have established excellent working relationships with the other sherpas and with the other ministries concerned in the government of Indonesia.
A group of emerging market countries meets in advance of G20 meetings to coordinate their positions. The countries are Indonesia, Brazil, Russia, India, China, Mexico, and South Africa. In 2011, Indonesia chaired this group.
The GOI Support Team based at the World Bank office in Jakarta, which helped with preparations for the ASEAN/EAS meetings chaired by Indonesia in 2011, is also providing help with Indonesia’s participation in G20 summits. The team is present at monthly meetings of representatives from the ministries concerned. 
One feature fundamental to Indonesia’s participation in G20 summits is its effort to represent the whole ASEAN Community. President SBY has given high priority to this effort, which is implemented through formal and informal meetings and contacts with the other ASEAN member countries. This effort has also yielded formal ASEAN statements or documents presented at G20 summits. 
At the same time, the ASEAN spokesman role has not been a simple, smooth, or entirely satisfactory effort. In particular, Singapore was so bothered by being left out of the G20 process that in 2010 it created the Global Governance Group (3G) with 27 other small countries to claim one of the observer seats at the table.
Assessment
It appears that the G20 summit preparation process is more systematic, less ad hoc, than the ASEAN summit preparation process. It is not easy to measure Indonesia’s contributions to G20 summit outcomes, but there is some evidence that Indonesia has made a difference on issues ranging from IFI reform (especially the ADB capital increase in 2010) to the peer review process (building on the mutual assessment program agreed at the Pittsburgh summit in 2009) to climate financing.
From a distant perspective, Indonesia appears to be one of the least influential members of the G20, on par with Argentina and behind South Africa. From inside the process, however, Indonesia’s influence is more in the middle, on par with Mexico’s. The results of the G20 Summit in Los Cabos, Mexico, in June 2012 should be interesting. It is shaping up as less substantive than the 2011 summit in Seoul, in part because the meeting was pushed up from November to June because of the presidential election in Mexico that will be held less than two weeks after the summit.
G20 Calendar
2011: France 
2012: Mexico 
2013: Russia
2014: Australia
2015: Turkey
2016: Asia
[bookmark: _GoBack]The contributions of the G20 Summit participants depend on the personalities of the leaders and their sherpas. Continuity can also be important because leaders and sherpas new to the process are at a disadvantage in promoting issues of interest to them. In this regard, Indonesia benefits from President SBY’s having been a participant in all the G20 Summit meetings. Indonesia clearly lost influence from Sri Mulyani’s move to the World Bank in 2010, but Mahendra Siregar seems to be well regarded as Indonesia’s Sherpa, and his move in late 2011 from the Trade Ministry to the Finance Ministry should work to his advantage.
Compared to other G20 countries, Indonesia lacks a robust think tank community to help identify issues, analyze alternative approaches, and build support domestically and abroad for Indonesian initiatives. This kind of institutional depth can be important when new leaders or new sherpas enter the process to represent their countries. One observer noted a tendency for some G20 countries, including Indonesia, to launch summit commitments without careful examination of how these will be implemented. When implementation problems are encountered and commitments are not met, this diminishes the credibility of the G20 process.
[bookmark: _Toc320025304]APEC
Background
APEC was established in 1989, on the basis of an Australian proposal, to be the premier economic forum for the Asia-Pacific region. From 12 original countries, APEC has grown to its present membership of 21 countries. Initially the highest level of APEC meetings was at the senior officials (ministerial) level. In 1993, U.S. President Bill Clinton hosted an APEC summit in Seattle, and since then APEC summits have been held every year in a different country.
In 2012 and 2013, the APEC summit will be the most important international forum for Indonesia because it will host the 25th annual meeting in November 2013. This will be Indonesia’s second chance to host an APEC summit—it hosted the second, in 1994, in Bogor. 
APEC sits awkwardly in the Asian regional architecture and has a fluid mandate. Bringing together the nations on the Asian littoral of the Pacific Ocean and the Western Hemisphere littoral of the Pacific Ocean has a somewhat artificial nature. It has a “Western” quality because it was proposed by Australia and driven largely by the United States. Its mandate is narrowly economic, but its purpose seems more political-strategic: to be a vehicle for U.S. political leadership in Asia. One of the main, distinguishing features of APEC is the role of the business community, organized with APEC as the APEC Business Advisory Council (ABAC).
The future of APEC has been clouded by the emergence in 2005 of the Trans-Pacific Partnership (TPP). Launched by Brunei, Chile, New Zealand, and Singapore, the TPP is negotiating with six potential new members (Australia, Malaysia, Peru, the United States, and Vietnam), and other countries (Korea, Japan) are considering joining. While APEC is a forum to promote economic cooperation, the TPP is a binding agreement on trade and investment at a standard of liberalization that goes beyond what the WTO calls for. Because there is a limit to the number of international forums that can meet at the leader level, especially for the president of the United States, it is unlikely that both APEC and TPP can have annual summits, if the TPP evolves to that degree.
The Ministry of Foreign Affairs has the lead in preparing Indonesia for APEC meetings, and the Ministry of Trade has an important role because at the ministerial level the APEC agenda is driven by foreign ministers and ministers responsible for trade (MRT). Ministers of finance focus only on their own committee, which some have argued is one of APEC’s weaknesses.
An initial coordinating meeting to discuss possible themes for APEC 2013 was held on January 30, which is none too soon. Indonesia should have decided on its theme before attending the annual foreign minister and MRT meetings at the end of May. One possible theme, floated by Indonesia at the November 2011 APEC Summit in Honolulu was oceans (including fisheries and marine tourism). Among strategic interests discussed in APEC, those most aligned with Indonesia’s interests include food security, global production fragmentation and SMEs, environmental goods and services, trade facilitation, and infrastructure and logistics.
One immediate concern is to get the Indonesian business community organized to provide leadership for ABAC report to the APEC Summit in 2013. The core business group, Kadin, is in a weak period, but APINDO may be in a position to fill the void.
It is hard to imagine a successful outcome in 2013 without strong leadership from President SBY and Vice President Boediono, perhaps in a working group chaired by them and meeting regularly. This has not yet materialized.
Assessment
APEC today is important for Indonesia mostly because it will host the 2013 APEC Summit. Because the government of Indonesia has announced its decision to remain outside the TPP, APEC could be an appropriate vehicle to advance Indonesia’s interests. Finding support in APEC for major initiatives may be difficult for Indonesia because so much political capital in trade and investment will be directed to the TPP.
One intriguing opportunity has a precedent: Indonesia might offer to host the WTO Ministerial in Indonesia on the back of the APEC Summit and use the APEC Summit to build momentum for a breakthrough at the WTO Ministerial to conclude the Doha Round. One observer mentioned that the Uruguay Round of multilateral trade negotiations was brought to a successful conclusion by an APEC initiative.
APEC Summit Calendar
2011: USA (Honolulu, November)
2012: Russia (Vladivostok, September) 
2013: Indonesia (November)
Adopting an ambitious goal for the 2013 APEC Summit carries substantial political risks, however, because the next presidential election campaign in Indonesia is likely to be in full bloom at the end of 2013.
Regardless of whether a more or less bold approach is taken to the 2013 APEC Summit, moving quickly now and making strategic decisions before the APEC ministerial meetings in May have clear benefits.
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President SBY’s first appearance at the WEF-Davos was in 2011, which was a successful form of profile building for Indonesia. At the WEF-Davos in January 2012, Indonesia was represented by Trade Minister Gita Wirjawan, Tourism and Creative Economy Minister Mari Elka Pangestu, and 12 business leaders. In a postforum briefing in Jakarta, Pak Gita described the result as “game-changing.” The Indonesian delegation hosted an “Indonesia night” and found broad and deep interest in Indonesia’s current economic performance and future prospects.
WEF-Davos began as the European Management Forum in the early 1970s. By the end of that decade, its agenda had moved beyond management to economic and social issues, and in 1987 it changed its name to the World Economic Forum. Political leaders were invited to the forum for the first time in 1974, and today every political leader of consequence hopes or expects to be invited to at least one WEF annual meetings, held in the Swiss alpine resort of Davos. The WEF has steadily expanded the scope and frequency of its activities. One important addition was a series of regional forums. The first WEF-East Asia was held in Kuala Lumpur in 2008. Indonesia hosted the WEF-East Asia in 2011 (in Jakarta in June).
WEF deserves to be included among the international forums that Indonesia can take advantage of to advance its interests. The crowd that descends on Davos every January includes the world’s leading opinion makers in both the public and private sectors. Raising Indonesia’s profile in the Davos context can yield rich dividends in terms of business interest, as long as there is a good story to tell. At the same time, a bungled performance by an Indonesian participant or delegation could have a significant negative impact.
Indonesia’s leaders have already recognized the WEF’s potential. Mari Pangestu was quoted on the subject of WEF-Davos 2012 to the effect that it represents a strategic opportunity to reinforce Indonesia’s position and will have positive impact for years to come.[footnoteRef:7] How can Indonesia take better advantage of WEF-Davos and the regional WEFs? Experts with direct experience in these forums might be engaged to advise Indonesia on making the most of any such opportunity.  [7:  Jakarta Post, January 27, 2012] 

The success of the WEF operation has also led to the emergence of copies. Two of these merit consideration:
Globe Asia Business Forum in Jakarta. The first of a planned annual series, sponsored by the Jakarta Globe media group, will be held in June. It would make sense for the government of Indonesia to encourage and participate in the forum, because it seeks to put Indonesia at the center of the Asia-wide business community. The advantages of having this forum grow in size and reputation are obvious.
Boao Forum. China launched the Boao Forum as an Asian WEF in 2001, based on a concept advanced by former Philippines president Fidel Ramos. Held annually on Hainan Island, the Boao Forum seeks to “promote Asia’s development as well as strive to move toward One Asia.”[footnoteRef:8] Like the WEF, it brings together business leaders and political leaders in a large-scale network-building event. It does not seem to be experiencing the exponential growth hoped for, but that could change. In 2011, Vice President Boediono led the Indonesian delegation to the Boao Forum. [8:  Fidel Ramos in an interview posted by People’s Daily Online, 18 April 2011.] 

[bookmark: _Toc320025306]IMF/World Bank/IIF Annual and Spring Meetings
In 2002, Peter McCawley and Bill Wallace wrote a policy study for the Indonesian government on “economic diplomacy.”[footnoteRef:9] Many of the findings and recommendations in their report remain valid. One is especially relevant for this study: “The finance community is arguably the most powerful single international grouping that Indonesia must deal with.”  [9:  Indonesia’s International Economic Diplomacy, Partnership for Economic Growth project (USAID), December 2002.] 

There are two leading forums for the international finance community, and they are closely linked. One is the joint annual meetings of the International Monetary Fund and the World Bank, held two out of every three years in Washington, D.C. and in other countries every third year following a regional rotation pattern. The second is the annual meeting of the Institute of International Finance, the global association of the financial industry.
In conjunction with the joint annual meetings of the IMF and World Bank in late September or early October, these two institutions convene their ministerial-level policy committees: the IMF’s International Financial and Monetary Committee, and the World Bank’s Development Committee. These two committees also meet every April in Washington, D.C. Because Indonesia leads one of the 24 constituencies in each institution, it holds one of the 24 seats in each of these committees. The governance, policies, and operations of the IMF and the World Bank are the primary focus of these annual and spring meetings, but they are also opportunities for ministers to address critical economic and financial issues. And the concentration of economic and financial power occasioned by these meetings attracts thousands of business, NGO, and media representatives. 
By tradition, the IIF holds its annual meetings the weekend that the IMFC and Development Committees are meeting, organized around a series of panels on the major issues of the day featuring finance ministers and central bank governors, as well as luncheons and dinners with keynote speakers who are often G20 finance ministers or central bank governors. In addition, the IIF holds spring membership meetings in the different regions of the world in rotation, unlinked to the IMF/World Bank spring meetings.
Both of these forums provide important opportunities for Indonesia to showcase its accomplishments. In today’s competitive world, the choice of who represents Indonesia and what they say can make a difference. As the case of former Finance Minister Sri Mulyani shows, a representative who makes a good impression can transform global opinion about a country and can transform the representative into a global player. It can only work to Indonesia’s advantage to have Indonesians appointed to top jobs in global institutions like the IMF and World Bank.
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The Organization for Economic Cooperation and Development, based in Paris, is included on this list only because Indonesia has been encouraged to become a member. The OECD rarely meets at the Summit level. Most of its work is done in sector committees by subministerial officials from member countries. An annual ministerial meeting is held in May. The lead ministry in most countries is the foreign ministry, backed by the finance or economics ministry.
The OECD was established in 1961 to promote economic and social convergence among the most politically and economically advanced countries, and to exchange experience in addressing common problems. Until the 1990s, membership was limited to the Western European countries, the United States, Canada, Japan, Australia, and New Zealand. After the end of the Cold War, most of the countries in Eastern Europe joined the OECD, as did Chile, Korea, and Mexico. In 2007, the OECD offered “enhanced engagement” status to Indonesia, Brazil, China, India, and South Africa, as a step toward eventual membership. As yet, none of these countries has opted for membership.
There are good and bad reasons for Indonesia to join or not join the OECD. As long as Indonesia views itself as a developing country, however, it will be difficult to make a compelling case for membership. Membership does entail binding commitments—such as being open to foreign investment—that are difficult to accept in countries where anticolonial and anti-West sentiments remain strong. The benefits of membership are clear but not compelling: as Indonesia becomes more developed, it will confront all of the economic and social challenges that the OECD members are dealing with. There is not a better forum for learning about the pros and cons of alternative approaches.
A case can also be made that membership in the OECD is a substantially greater sign of respect than an investment grade bond rating. Unlike China, Indonesia can easily meet the basic political requirement of OECD membership, which is democratic rule. 
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Like the OECD, the WTO rarely (if ever) meets at the summit level, but holds ministerial meetings annually in December. The WTO is currently crippled because of the stalemate in the Doha Round. Indonesia might help to break this stalemate by hosting the WTO ministerial immediately following the APEC Summit at the end of 2013, as discussed in the APEC section.
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United Nations General Assembly and Security Council. Indonesia recently occupied one of the nonpermanent seats on the UNSC and is not likely to have another shot at this position for more than a decade. In the Reformasi era, Indonesia has occasionally aspired to making significant contributions to major peace and security threats, including in the Middle East and the Korean peninsula. From this experience, Indonesia understands how difficult it can be to be taken seriously and to make a difference.
Asian Development Bank. The ADB holds an annual meeting every April or May. This provides another opportunity to showcase Indonesia, but these meetings tend to be relatively low-profile affairs. They do, however, provide opportunities for Indonesia to make a difference on regional issues, such as a capital increase for the ADB. Like the IMF and World Bank, the ADB has a serious governance issue: the president has always come from Japan. The time has come to change this pattern and have an open selection process, which could tip the balance in the direction of doing the same at the IMF and World Bank.
Organization of the Islamic Conference (OIC). Time constraints have precluded a careful examination of this forum. The OIC was established in 1969. With 57 countries as members, the OIC is the world’s second-largest intergovernmental organization after the United Nations. Its purpose is to strengthen solidarity and cooperation among member states. It meets every three years at the head of state or government level, and annually at the foreign minister level. The 2012 annual OIC meeting will be held in Istanbul. 
St. Petersburg International Economic Forum (SPIEF). Started in 2007, presumably as a copy of WEF-Davos, the 2012 meeting will be held in June. It does not appear to have much to offer Indonesia.
Bali Democracy Forum (BDF). Created by Indonesia in 2008, the BDF is more political than economic, but it has attracted some heads of state or government from the Asian region. It has the potential of being a leadership platform beyond Asia, but seems to be insufficiently staffed and supported to achieve this potential in the near term.
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1. Go back to the 2002 McCawley-Wallace report on economic diplomacy and review what has been done, what has not been done, and what seems worthwhile today to implement.[footnoteRef:10] [10:  The main conclusions were: 1. An annual communications strategy should be prepared. 2. Ministerial and ministry press staff should be appointed to help implement the communications strategy. 3. Personal presentations by ministers and senior officials to various audiences should be one main way that the communications strategy is delivered. 4. Active use of well-prepared press releases issued on a frequent basis is an effective method of conveying some aspects of the Indonesian Government’s economic messages. 5. Targeted use of the print media should supplement other forms of delivery mechanisms. 6. Special priority should be given within the communications strategy to the rapidly-expanding electronic tools of communication. 7. Several supporting steps should be taken to strengthen the implementation of the communications strategy.] 

Strengthen human resource capacity, mostly through external training, including with other governments that have proven effective in preparing for international forums and in message and media management. In particular, use the executive director (and staff) positions in the IMF and World Bank to produce officials who are well versed in the culture of these forums and the issues they deal with. 
Strengthen institutional capacity in the Indonesian government to make preparation for participation in international forums less ad hoc and more systematic, to ensure continuity and enhance institutional memory. 
Strengthen institutional capacity outside the Indonesian government to analyze issues discussed in international forums and develop strategies for advancing Indonesia’s interests through these forums, including by commissioning studies by leading policy research institutes.
Strengthen the working relationship between the Indonesian government and leading Indonesian companies to refine and reinforce initiatives that the Indonesian government decided to take in international forums.
Invite eminent scholar-practitioners to Jakarta to discuss ways of “raising Indonesia’s game” in international forums. Examples are Il SaKong, President, Institute for Global Economics, Seoul, Korea, and Fred Bergsten, President, The Peterson Institute, Washington, DC.
Renew the mandate of the GOI Support Team at the World Bank office in Jakarta, which will expire in mid-2012, at least until after the APEC Summit meeting in Indonesia.
Consider hosting the WTO ministerial immediately following the APEC Summit in 2013, especially if it is possible to orchestrate a satisfactory conclusion to the Doha Round.
In each forum, seek to advance a substantive initiative to make it clear that Indonesia is not simply coasting on its record but is worthy of a global leadership position.
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Short-Term Adviser on International Trade Cooperation
Introduction
The USAID-funded SEADI project is designed to respond quickly, on a demand-driven basis, to Government of Indonesia requests for assistance in addressing critical policy issues, especially pertaining to job creation, and provide strategic support to develop Indonesia’s institutional and human resource capacity for economic policy analysis. More specifically, SEADI will seek to improve laws, polices, regulations and procedures or practices in three critical areas: non-bank financial institutions; labor markets; and business, trade and investment environment in order to encourage employment, capital for investment, and poverty reduction.
Tasks
The Advisor on International Economic Cooperation will spend one week in Jakarta meeting with staff of the Ministry of Trade, Coordinating Ministry for Economic Affairs, Bappenas, and the Ministry of Finance, as available, and prepare a short paper that highlights how the Government of Indonesia can best utilize its role in the G-20, G-33, and other international groupings to promote economic growth and trade expansion. He will also advise on how best to utilize other forums such as the World Economic Forum and the World Bank/IMF meetings for the same purpose. 
It is expected that the Advisor will present his conclusions at a meeting with key government officials and, possibly local experts, on Tuesday January 31st during which his ideas will be discussed and refined. After the meeting, the Advisor will prepare a short paper summarizing his ideas on utilizing international forums to promote Indonesia’s economic policies.
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Gita Wirjawan, Minister of Trade (at Globe-Castle Breakfast)
Gusmardi Bustami, DG for International Trade Cooperation, Ministry of Trade
Djunari Inggit Waskito, Director of Multilateral Cooperation, Ministry of Trade
Kasan, Director, Centre for Foreign Trade Policy, Trade Policy Research and Development Agency, Ministry of Trade 
Hari Widodo, Deputy Director, Centre for Foreign Trade Policy, Trade Policy Research and Development Agency, Ministry of Trade 
Pak Edward, Director for APEC and Other International Organizations, Ministry of Trade
Iman Pambagyo, Director for ASEAN Cooperation, Ministry of Trade
Nur Rakhman Setyoko, Head of Section Regional Cooperation, Center of International Trade Cooperation Policy, Trade Policy Analysis and Development Agency, Ministry of Trade
Mahendra Siregar, Vice Minister, Ministry of Finance
Irfa Ampri, Director, Center for Climate Change Financing and Multilateral Policy, Ministry of Finance
Herfan Brilianto, G20 Coordinator, Center for International Cooperation Policy, Fiscal Policy Office, Ministry of Finance
Rizal Affandi Lukman, Deputy Minister for International Economic and Financial Cooperation, Coordinating Ministry for Economic Affairs
Muhammad Chatib Basri, Co-Founder, CReco Consulting
Sjamsu Rahardja, World Bank
Della Y.A. Temenggung, World Bank
David Nellor, Independent consultant
Anita Prakash, Director, Policy Relations, ERIA
Ponciano Intal, Senior Researcher, ERIA
Maria Monica Wihardja, CSIS
John Riady, Lippo Group
Anwar Nasution, Professor of Economics, University of Indonesia, and Economic Institution Specialist, SEADI Project
Tim Buehrer, SEADI Project, Chief of Party
Peter McCawley, SEADI Project, Economic Advisor
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	ASEAN/EAS
	G20
	APEC

	Indonesia
	x
	x
	x

	Brunei
	x
	
	x

	Cambodia
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	Malaysia
	x
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	Myanmar
	x
	
	

	Philippines
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	Singapore
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	Thailand
	x
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	Vietnam
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	ASEAN Plus Three

	Japan
	x
	x
	x

	China
	x
	x
	x

	Korea
	x
	x
	x

	ASEAN Plus Six
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	x
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	New Zealand
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