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I.    Foundation for a strong relation 
Indonesia and the Netherlands have a long shared history dated back in the 16th century, manifested in various fields of cooperation. In 2013, both countries expressed the commitment to strive for a ‘non-exclusive future-oriented relationship to promote peace, stability and prosperity for the two countries and their people’ under the Comprehensive Partnership. 

The partnership provides a basis for intensifying relations, including cooperation in economic and sustainable development, among others, through strengthening bilateral trade relations and improving market access. In Indonesia’s view, the Netherlands is a strategic gateway to the EU. In addition, the Netherlands is also an important partner for Indonesia, such as in water management, maritime infrastructure, health, circular economy, and sustainable development. 
As the largest economy in Southeast Asia, representing around 36% of the regions GDP with 260 million population, Indonesia offers to be the Netherlands’ gateway to the region. The development in infrastructure (i.e. 27 new ports, 10 new airports, 1,852 km new toll road, etc), which increases connectivity between islands from Sumatera to Papua, along with the booming of creative industry (contributing 7.4% to the GDP) and the progress of ease of doing business does not only increase Indonesia’s attractiveness to foreign investor, but also open more opportunities for the Dutch business.                . 
To achieve the commitment laid out in the Comprehensive Partnership, Indonesia and the Netherlands have to be able to materialize the various potentials offered by the two countries.  At the same time, the mutual efforts will also have to tackle various challenges, whether in the global and regional level, in the form of tariff and non-tariff barriers, that could pose hindrance towards intensifying economic and trade relations.   

For this purpose, this paper argues that there are at least three approaches: bilateral, regional and global that Indonesia and the Netherlands need to address together. 

II.    Current Trade and Economic Development

Trade contributes around 13% of Indonesia’s GDP. Bilaterally with the Netherlands, in the past five years (2014-2018), there is a 2.8% trend growth, with the latest figure of total trade at USD 5.14 billion (Indonesia Statistics). Despite the positive trend, the total trade has yet represented the real potentials of both countries. 

The Netherlands is Indonesia’s 11th largest export destination globally, amounted to USD 3.89 billion in 2018. Currently, Indonesia’s main export to the Netherlands predominantly is palm oil and vegetable oils, electronic parts, chemical oils, wood products, and footwear. These also represent some of main Indonesia’s export to the global market.  

Based on the trade statistics, including with the Netherlands, palm oil plays indispensable role in Indonesia’s export figures. Palm oil contributed 3.5% to Indonesia’s GDP. Indonesia’s export of palm oil is the second largest after coal with the latest figure reached up to USD 20 billion. The sector supports the livelihood of more than 17 million (directly and indirectly), including 9 millions of smallholders with their families and significantly contributes to the government’s efforts in achieving some of the Sustainable Development Goals (SDGs), especially, eradicating poverty (10 million), providing food, creating jobs (17 million), good health and wellbeing, improved education and women empowerment. 

In parallel with the growing demand for palm oil globally, Indonesia’s government takes necessary measures to support sustainable palm oil production. The measures incorporate some approaches including a moratorium of land expansion for palm oil plantation. The government focuses on the intensification of the existing plantation by using a high-quality palm oil seed to increase productivity, especially among smallholders.  

In that regard, it is indeed relevant to connect trade relations with sustainable development issues. It means that trade should be able to create an inclusive, fair and development-friendly framework. Any barriers toward trade may pose a hindrance towards sustainable development efforts in growing economies.   

III.    Challenges in Trade Relations 

The US-China trade dispute and Brexit have affected stability in the global economy and trade that also put pressures on countries’ economic growth. In addition, some countries, including Indonesia, also face some challenges in their trade relations including the EU policy on palm oil that may potentially violate the WTO principles. 

The latter also relates to the EU policy on Renewable Energy Directives II and the Delegated Act, which singles out palm oil as unstainable biofuels. Indonesia argues that the data used to analyze the indirect land use change (ILUC) is scientifically disputable.  Further, Indonesia is also concerned that the policy ignores the efforts from palm oil producing countries, which have been working on ensuring sustainable production of palm oil. Indonesia views that, in any policy, there should be a balanced perspective between economic, social and environmental aspects as mentioned in the 2030 SDGs targets. 

IV.    Seizing Opportunities and the way ahead 
Taking into consideration the challenges as mentioned above, we propose several approaches, namely:

1.    Bilateral approach
· Enhancing diversification in commercial exchanges. In this regard, Indonesia offers the Netherlands’ business community to take benefit of the various trade events in Indonesia, such as Trade Expo Indonesia, Inacraft, Indo-healthcare expo, Indo-defence Expo, etc; 

· Enhancing cooperation and dialogue to improve bilateral market access;

· Intensifying cooperation in sustainable development and sustainable supply chains in connection with providing fair market access as well as increasing capacity of SMEs and smallholders;

· In parallel with trade intensification, both countries should also take the opportunity to enhance investment cooperation. Currently, the Netherlands is the largest source of FDI to Indonesia compared to other European countries. Indonesia invites more investment from the Netherlands in various sectors, including tourism infrastructure, maritime, creative economy, renewable energy and manufacture.  
2.     Regional approach
· Indonesia and the EU are currently negotiating the Indonesia-EU Comprehensive Economic Partnership Agreement (I-EU CEPA). Indonesia requests the support of the Netherlands with regard to Trade and Sustainability chapter, in which Indonesia proposed that sustainability requirement should be in parallel with market access, especially for products such as seafood, palm oil and forest products;
· The main reason to establish IEU CEPA is to increase market access and investment of both parties. The Indonesian government is in the position to ensure that in the IEU CEPA negotiation process, palm oil and its derivative products will gain greater access, thus palm oil should be included in the negotiations.
3.    Multilateral approach

· Indonesia and the Netherlands should work together to uphold the global trade principles outlined in the WTO.
V.    Conclusion
1. Trade is aimed at expanding access between the two countries’ market and increasing their economic growth. Indonesia and the Netherlands determined to strengthen their economic, trade and investment relationship to raise living standards, promote economic growth and stability, create new employment opportunities and improve the general welfare and, to this end, reaffirming their commitment to promoting trade and investment liberalization;

2. Economic cooperation with the EU will further strengthen Indonesia and the Netherlands’ strategic partnership and beyond. However, if there are barriers to trade, tariffs or non-tariffs, can act as obstacles to exporting and in the end will affect economic growth.     Moreover, Indonesia is confident that the Netherlands will support Indonesia in maximizing the opportunities offered by international trade, through diversification of products and markets, as well as investment. 
