
Economic and 
International 
Diplomacy

(Indonesian Perspective)



Hello!
I am M. Amhar Azeth

Indonesian Ambassador accredited to Romania and 
the Republic of Moldova

I can be reached through 
indobuch@indonezia.ro
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What is Economic Diplomacy?1
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Traditionaly, diplomacy is 
political diplomacy. 

Diplomats are primarily 
engaged because strong 
political relations lead to 
relations such as economic. 
Often, economic relations 
are not initiated when there 
is political vacuum in which 
there is a lack of trust. 

Economic Diplomacy

Modern:

Economic relations may act as glue 
to political relationships. 

If economic relationships are strong, 
they have an impact on political 
relationship and whatever ripples 
occur in political relations, it gets 
sorted out because both countries 
have a stake in not losing out 
beneficial economic relationship. 
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Economic Diplomacy

■ Economic diplomacy was 
earlier known as Trade 
Diplomacy. 

■ There is no exact definition of 
it but it can be described as 
formulation and advancing 
policies relating to 
production, movement or 
exchange of goods, 
services, labour and 
investment in other countries. 

■ A distinctive feature of 
economic diplomacy is 
that private sectors 
are involved in the 
decision-making 
process to influence 
negotiating position to 
remain in the global or 
regional competitive 
market. 
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Economic Diplomacy

■ To pursue economic diplomacy presupposes 
that there must be a pool of skilled persons in 
the government and private sectors to 
understand and negotiate key economic and 
trade issues from national perspective. 
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Issues in Economic Diplomacy2
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Issues in Economic Diplomacy

Tension between 
Politics and 
Economics
■ Political 

considerations

International and 
Domestic 
Pressures
■ Stiff competition 

between national 
companies and 
foreign 
companies

Tension between 
government and 
private sectors
■ Governments 

often disagree 
with advice from 
privates
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Indonesian Economic Diplomacy - Update3
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The Pandemic

The Covid-19 pandemic has put many countries 
into a vulnerable position, including Indonesia. 
Since the first case was announced in early 
March, the Government of Indonesia (GoI) put 
many efforts to combat the virus. Ultimately, the 
goal of strategic policies employed by the GoI 
were to preserve the health of the population and 
to cushion the economy from any potential 
permanent damage due to the pandemic. 
Stimulus packages are launched to boost the 
economy and to tackle rise of 
unemployment. However, in the long run, 
Indonesia seems to maintain its positive 
economic growth trajectory, reaping out its 
demographic bonus, a booming middle class, and 
its ambitious industrial transition. 10



Even during the pandemic, Indo-nesia performed relatively better than its peers and 
many eco-nomies. Indonesia’s economic growth contracted 3.49% in third 
quarter of 2020 compared to same period in 2019 sending it into the first economic 
recession in the last 22 years (BPS). However, the situation today is different than 
back in 1997. The latest GDP contraction’s number was better than realization in 
second quarter of this year, negative 5.32%. 
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Potential Opportunities to harness

Low inflation rate
■ price stability and 

strengthened policy 
coordination with the 
central and local 
governments will 
maintain low inflation 
within the 3.0%±1% 
target corridor in 2020 
and 2021. 

Exchange rate
■ Rupiah exchange 

rates remain under 
control
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Potential Opportunities to harness

Government's ambitions for 
industrial transformation: 
■ support for businesses and 

investment

■ FTA with ASEAN, China, Japan, 
and Australia.

■ GSP facilities with US

■ Indonesia is currently 
negotiating a Comprehensive 
Economic Partnership with the 
EU.

Large and Growing 
Market
■ In popular culture, 

Indonesians are 
consistently to be one 
of the most 
confident 
consumers in the 
world
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Conclusion4
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COVID-19 outbreak has changed the course of the economy, the decisive 
actions to contain the health and economic impacts of the out-break, particularly 
to safe-guard the poor and vulnerable, have been effectively implemented.

COVID-19 outbreak has changed the course of the economy, the decisive 
actions to contain the health and economic impacts of the out-break, particularly 
to safe-guard the poor and vulnerable, have been effectively implemented.

Indonesia has been right to turn to Bank Indonesia, which could establish a 
clear policy of yield curve stabilisation as a basis for providing a readily 
scalable amount of deficit financing
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clear policy of yield curve stabilisation as a basis for providing a readily 
scalable amount of deficit financing

There are potential risks (political stability, unemployment, and possible 
long-term negative impact of COVID-19 shock), but Indonesia also 
possesses potential opportunities 
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After the COVID-19 shocks in 2020, with Indonesia’s strong macroeconomic 
fundamentals, the economy is expected to gradually return to its growth trajectory 
next year (2021).
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“
In the midst of a pandemic, 

we need optimism and enthusiasm 

to take the momentum of the crisis 

as an opportunity 

so that trade remains a driving force 

for Indonesia's economic growth.

- Joko Widodo -
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Thanks!
Any questions?

You can find me at
■ indobuch@indonezia.ro
■ trade1@indonezia.ro
■ trade2@indonezia.ro
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