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Summary of findings

= Indonesia relatively less integrated to the globa
economy: both on trade and financial sides.

= Low exposure insulates Indonesia from global
volatility, including Secular Stagnation.

= But low exposure to global developments has likely
also brought with it costs, most notably limiting the
diffusion of technological advance and
productivity-enhancing spillovers of global
economic integration

= Very good paper, informative and has many
important policies implication

= Very much agree on the findings



A surge in domestic demand someh
cushioned Indonesia’s growth during th
crisis
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Why Indonesia survived the global
crisis? Good luck (thanks to China
and India) and good policy
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But, how do we explain

Vietham, Philippines and
2

(Mmaybe India

Table 1: East Asia in World Trade (%)

Total (non-oil) trade (%)

Manufacturing trade (%)

Manufacturing share in total exports

Table 3: Geographic profile of world manufacturing trade: Total trade and network trade (percent)
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Growth of manufactured
exports, 2002-2016
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Growth 2002-2016 136% 1631% 558% 440% 525% 295% 262%
Value 2016, bn $69  $143 3198 $3 $35 $5 $181

Taken from Papanek, 2017



Then should Indonesia dump export
growth strategy?¢

Comovements between Innovations in Private Consumption with Innov

Components °
Components of GDP
Government Gross fixed capital
Lags consumption formation Exports
(O 0.12 0.06 0.24 |
-1 -0.16 -0.04 -0.27
-2 -0.22 -0.01 -0.41
-3 0.26 -0.07 0.29
-4 0.20 -0.13 0.49

Source: Estimated from BPS National Account
® Comovements between innovations of each component derived from original data that spans from 2000-I to

2008-1V. Here growth is expressed as annual (year-to-year) growth

Basri and Rahardja (2010)



Policy implications

® Should Indonesia say good bye to export
oriented strategy?

m |ndonesia needs to pursue export oriented
strategy

m But how to minimize the risk of export volatilitye



Export volatility and
concentration

Figure 8: Export volatility and
concentration in medium & high tech

Figure 9: Export Volatility

and

concentration in resource based

manufacturing manufacturing
World Technology 1 World Technology 2
140 140
N = 120 :
= 120 &
E S 100
T 100 ® .
3 Q &0 *
= &0 ¥ v * *
v s ! 0 60 = *
G 60 —* 5 =3 ¢
o * 9 40 ¢ o+ * + - S
E 40 .. : 0" * : E 20 hd * : N : hd ’—-—nr-l—'_'_"_._-_
X P2la 0, o, e ¢ . o Teste o . o o
w 20 W. | * ot %t ee* A
L/ &
0 iy *._.% o o 0 10 20 30 40 50 60 70 80 90 100
¢ 1o 20 30 40 5 60 70 80 50 100 s_wtech2 (share of resource based manufacturing)
s_wtechl (share of medium & high-tech manufacturing)




Indonesia made slow progress in exp
diversification; appreciation of excha
could be one of the reasons

igure 11 Relatively Slow Progress
n Diversifying Export Products

Figure 12 Increasing Sh
and Resource Based Pro
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Development challenges are beyond
macro-stability

|| s | chinalindio Jindonesia | Malaysia | Phiippines | Thailand | Vietnam

Characteristics (2013)

I Population (person mn) 200.4 1,357.4 1,252.1 249.9 29.7 98.4 67.0 89.7
. GDP Per Capita (in PPP, USD) 5,823 3.583 1,165 1,810 6,998 1,581 3,438 1,029
. Density (person/sq km) 24.0 144.6 421.1 137.9 90.4 330.0 131.2 289.3

Real Exchange Rate Movement (%)

2003-2013 (average 68.3 31.4 -0.3 6.4 2.5 39.2 25.0 50.9
PISA Test Score (2012)

391 613 351* 421 427 511
. Science 406 580 348* 420 438 528
Broadband Penetration
Fixed (wired)-broadband
subscriptions per 100 inhabitants 10.08 13.36 1.16 1.3 8.22 9.12 7.36 5.62

(2013)

Logistics Perfformance Index (2014) 2.94 3.53 3.08 3.08 3.59 3.00 3.43 3.15
Percentage of shipment met quality 82 76 67 70 97 71 83 76

Sources: World Bank, ITU, BIIS and others

* Tamil Nadu dan Himachal Pradesh



Indonesia could do more in promoting new export

70 Contribution of Intensive and Extensive Margins on
Export Growth 1990 - 2008 (%)
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Thank you



