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Long-awalted decnsmn
made after VP meeting
WIth economlc team ‘

By LAUREL TEB
in jakarta

AF'I‘ER almost a decade of indeci-
sion, the Indoriesian government
has. ﬁna.]ly made up its mind to
convert the whole of Batam 151&.[1&
--mtﬂ a free trade zune (FTZ). .

nghbuurmg Bintan and Kar-
imurn .islands, which ‘together
with Ba.ta,m make up:the Riau Is-

lands provingce, wﬂl establish’

limited enclaves Df free trade
ZOTes, -

T-he decision was made on

‘Thursday after a. meeting be-
tween Vice-President Jusuf Kalla -

and the economic team, accord-
ing to a report which was pub-

 day.

Besu:las Mr Jusuf -‘who nhaared'
<the.session, nthers Anvolved in-

cluded Cunrdmanng Minister for

_ the Economy Boediono, Trade
- ‘Minister Mari Pangestu, Industry
Minister Fahmi Idris, Riau Is-

lands Governor Ismeth Abdullah,

and Batam Authority head Mus- ‘

tafa Wldjﬂjﬂ. iy

~ This news cnmes a week after
Dr Pangestu told reporters in-Sin-
gapore that Indonesia would an-
nounce within.weeks the:exact
number and locations of FTZs lo-
cated within the Riau Islands spe-
cial economic zone (SEZ).

Speaking to local media after
Thursday’s meeting, Mr Fahmi

‘said the government hoped that

this finial decision on Batam’s le-
gal status would give -a big boost

plus”,

to the island’s efforts to attract
more investments. .

“Batam’s development has

been lagging for a while, because .

of the long uncﬂrtainty over its le-
gal status,” he said.

“In thE meantime, if we lnnk at.

other areas such as Johor in Ma-

laysia, things are already moving.

Hence, this is an appropriate de-

“cision,” he added.

Under the latest plan, Batam

-will.concentrate on developing
the shipyard, electronics and me-

chatronics industries. Bintan will

~focus on textile products, foot-
wear and tourism, while Karimun

will develop the shipyard, metal,

components, agriculture and fish-

ing industries.
- Currently, the whole of Batam

is classified as a “‘bonded .zone
which is meant for indus-

ole of Batam to become

' hshed in stms Indanesm yester-

trial purposes, allowing compa-
nies. some free mﬂvemem of
goods in and out of the zone.

An FTZ status provides facili-

ties for trade, and allows a region

to lift charges such as value-add- .
ed tax (VAT), import or exportdu- ..
ties, or other costs that make

‘business operations more expen-

sive.

The status also gwes regmnal
administrators more leeway in
setting investment policies, in-
cluding the grantmg ofincome tax
holidays and other incentives.

‘The idea of ﬂnnvertng Batam
to an FTZ arose as early as 1999.
Mr Jusuf, then trade and industry
minister in then-president Ab-

durrahman Wahid’s administra-

tion, was tasked with Inﬂkmg into
the matter.

. But to the frustration of inves-

]

'turs the plan never materialised

as debate raged between legisla-

tors, the local authorities and the .
“¢entral government, even as In-

donesia unwent several a,dmmls—
tration changes., -

_‘While the Batam Authnnty ha,s

“always-lobbied hard for the entire

island. to. be an FTZ, the Jakarta

- government has resisted the idea,

fearing the loss of immediate tax
and duty.income.

As recently as early last year,

‘the decision wasstill to limit FTZS

to enclaves on Batam.

Accurdlng to Investment Coor-
dinating Board chief Muhammad
Lutfi, the latest decision means
that debate has ended.

But the changes will not be for-
malised until they are approved
by. the House of- Representa,twes

a.t a later t:la.te



