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(Economic Assessment of Indonesian's Trade Policy Using Input-
Output Analysis: A Study of Export Banning of Raw Mineral
Commodities)
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The Republic of Indonesia is a natural resource country that relies economically
on its mining commodities. During the year 2000 — 2018, the mining sector of Indonesia
contributes on average 10% towards its GDP. Therefore, as an intention to better maximize
benefit from the mineral commodities, the government of Indonesia releases an export ban
policy as a subset of the current mining law. This policy bans the exporting raw mineral,
except coal, copper, iron ore, lead, and zinc. All minerals have to be fully processed and
refined before they can be exported. The regulation states that export ban is intended to
increase and optimize the main value of products, the supply of industrial raw materials,
worker absorption, and state revenues.

Since Indonesia has a high dependency on its mining sector, any change in policy
regarding mining commodities needs to be analyzed in order to see how the change will
affect the overall economy. The analysis determines how this policy would affect the
economy, whether it will bring the expected change or will it drive the country into a
resource nationalism’s trap. This study is among the first few analyses conducted to
empirically prove the real benefit of the export ban.

As most of the previous researchers explained the international trade in term of
1import dependency, this study confirms that domestic dependency holds a more prominent
role within the natural resource country that sits in the early stage of the global supply

chain. Therefore, it will be more beneficial to assess the domestic dependency for the policy
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analysis. This study also examines the competence of the input-output approach in
assessing trade policy. There are plenty of researches that utilize the input-output model
in analyzing the public policy. This study is among the handful analyses linking the input-
output model and mining resource trade policy, particularly in assessing an export ban as
a form of export restriction.

This study assesses the composited input-output table of Indonesia of the year
2010, consisted of 26 sectors. This composited input-output table emphasizes on the 13
mining-related sectors, 11 of these sectors are mining commodities sectors. Analyzing the
input-output table indicates that to fully implement the export ban, the government needs
to put extensive effort to improve the domestic performance of the mining commodities.
Apparently, the mining-related sectors are not significantly influential within the
intermediate industries of Indonesia. It also indicates that these commodities mostly are
being exported and apparently could provide more benefit as exported commodities.

However, as the government of Indonesia seemingly intends to fully embrace the
nationalistic policy, this study determines the potential benefit of the mining commodities.
Focusing particularly on the mining commodities, the forward linkage shows that in term
of providing boost for the overall economic growth, there is no particular mining
commodities that stands out as prominent force. In term of backward linkage, the iron
sand and iron ore sector has the highest backward linkage, indicates that compared to
other mining commodities, this sector uses most of the output from the other sector.
Further, the multipliers analysis is utilized to pinpoint the economic performance ability
of the mining commodities. The mining commodities evidently have moderately ability to
increase the revenue from change in demand, and enormous ability to increase the value
of their outputs. However, in term of employment, these sectors cannot be relied on to
improve the employment, either physically or monetary.

Further, the simulation on the domestic content indicates that the government
needs to be careful in setting commodities that are excluded from export bans. The iron
sand and iron ore that is currently excluded from the export ban evidently brings more
positive impact than the nickel ore that is included in the export ban. This finding is
verified by the panel data analysis. The calculation incorporates the export value of iron
ore, copper, and nickel as well as the GDP value of Indonesia. The nickel represents the
commodities that are affected by the export ban, and iron and copper as the commodities
that are excluded of the export ban. The result indicates that for the mining export group
of ores and metals, those three ores evidently affect the gross export value of their mining
group, which is the ores and metals group. Consequently, when the government fully
1mplements the export ban policy, and includes those commodities into the export ban,

decreasing of the gross export value for the particularly mining group is expected.
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