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Abstract:

National development is a multifaceted endeavor aimed at improving the prosperity and well-being of a
country's population. A critical aspect of this process involves establishing and nurturing cooperative
relationships with other nations. Indonesia, recognizing the importance of international trade cooperation,
actively engages in economic partnerships, particularly within the ASEAN region. This strategy is integral
not only to Indonesia's economic development and addressing domestic needs but also to contributing to
the economic welfare of other nations, particularly in the agricultural sector. This study employs a
qualitative research method, gathering data from existing literature relevant to the topic. A descriptive and
inductive approach to data analysis was used to distill the information into coherent and meaningful
insights. The study reveals a significant interdependence between Indonesia's economy and the global
economy. The research highlights that events affecting the global economy would influence Indonesia's
economic conditions. This interconnectedness means that fluctuations in global economic health—whether
due to changes in natural resources, inflation, or other factors—have direct repercussions on Indonesia.
The findings suggest that enhancing international trade relations, particularly in the ASEAN region, is
crucial for Indonesia's economic development. This approach not only supports domestic economic
objectives but also fulfills the needs of other nations, fostering a mutually beneficial economic
environment.
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1. Introduction

National economic development is a crucial objective for any state, aimed at improving people's prosperity
and well-being (Kholis & Salsabila, 2023). International economic engagement is a multifaceted aspect of
national development that carries both benefits and risks. While fostering international trade can lead to
mutual gains, it also exposes countries to vulnerabilities such as reliance on foreign products. To mitigate
this, governments like Indonesia within the ASEAN Economic Community (AEC) must strike a balance by
promoting domestic goods to sustain global competitiveness (Dosch, 2017).

In response, the ASEAN Economic Community (AEC) was established to foster economic integration
among regional countries, including Indonesia (Nurbani et al., 2021; Sekretariat Nasional ASEAN, 2024).
The AEC, inaugurated in 2015, serves as a platform for economic harmonization among ASEAN nations,
presenting Indonesia with a mix of challenges and prospects in navigating global markets (Ruan et al.,
2022). Indonesia's commitment to economic progress is essential in averting the danger of becoming overly
reliant on imported goods, underscoring the need to prioritize local welfare and enhance competitiveness
(Saraswati et al., 2023).

Globalization's impact on Indonesian society is twofold. Positively, it allows Indonesia to produce and
export unique local goods and services, boosting national income. Negatively, it risks turning Indonesia into
a consumer market for foreign products (Rafly et al., 2023). To counter this, Indonesia must continue to
focus on economic development, prioritizing the welfare of its people and enhancing competitive quality
(Nurhayati, 2015).

Agricultural trade between Indonesia and ASEAN is vital, given Indonesia's role as a major
agricultural producer. The country exports various agricultural products, such as cocoa, to the region (Yatik,
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2018). Conversely, Indonesia imports agricultural goods, like rice, from ASEAN members to meet domestic
shortfalls (Shandika, 2021). The AEC aims to create a free market and reduce trade barriers within the
region (Darma et al., 2024; Wistiasari et al., 2023). With the largest population in ASEAN, Indonesia has
significant potential to lead in the agricultural trade sector. The effective utilization of abundant natural
resources can increase agricultural productivity and exports. Favorable conditions like fertile soil and ample
rainfall support a solid agricultural livelihood in the region, with Indonesia and Thailand being the primary
rice producers in ASEAN (Putri, 2022).

Engaging in trade agreements and fostering value chain linkages are critical for economic
development and market competitiveness (Fagerberg et al., 2018). Additionally, examining factors affecting
Indonesia's food industry exports within the RCEP framework can enhance its export capabilities (Jain,
2023). Understanding these trade dynamics is essential to maximize the benefits and opportunities presented
by regional partnerships.

This paper aims to explore the role of regional trade partnerships in promoting ASEAN economic
growth and their implications for Indonesia. By analyzing trade agreements, business cycle synchronization,
development convergence, and macroeconomic conditions, this research provides a deeper understanding of
how regional partnerships shape economic outcomes in ASEAN and Indonesia.

2. Research Method

This research adopts a qualitative approach characterized by its naturalistic and descriptive nature (Doyle et
al., 2020). The focus is on critically and reflectively analyzing data, moving from general observations to
specific insights through inductive reasoning. This approach allows for in-depth interpretation and
understanding of complex phenomena.

The study employs a library research or literature review methodology. Data is sourced from a variety
of reputable outlets, including the Central Bureau of Statistics (BPS), providing official and comprehensive
statistical data on Indonesia's economic indicators (Prasetyo, 2023). Academic journals provide peer-
reviewed articles and studies relevant to regional trade, ASEAN economic integration, and Indonesia’s
economic development and online sources, utilizing information from trusted websites and news outlets to
supplement and update academic and statistical data.

Inductive analysis (Azungah, 2018) was used to explore the relationship between the national and
international economies, which is inherently complex and multifaceted. It also aims to identify patterns and
draw conclusions about how economic interdependence can have both positive impacts, such as mutual
benefits, and negative impacts, such as dependency on foreign goods. Descriptive analysis (Ayton et al.,
2023) was used to process the data, which involves summarizing and synthesizing information to present a
clear picture of the current state of ASEAN economic integration and Indonesia’s involvement, providing
critical reflections on the processes and outcomes of regional trade partnerships, and offering in-depth
interpretations to understand the broader implications for national development and policy-making.

By combining these methods, the research aims to provide a comprehensive understanding of how
regional trade partnerships influence economic growth within ASEAN and their specific effects on
Indonesia. This dual approach allows for a nuanced analysis that captures both the general trends and
specific details relevant to policymakers and stakeholders.

3. Result and Discussion
3.1. Economic Growth of ASEAN Countries
At a pivotal meeting in Berlin, Germany, the Coordinating Minister for Economic Affairs of Indonesia,
Airlangga Hartanto, and the Vice Chancellor and Minister of Economy and Climate Action of Germany,
Robert Habeck, discussed cooperation across several sectors including industry, trade and investment,
energy, and human resources development. Minister Hartanto highlighted that Indonesia's economy is
projected to grow by 5.11% year-on-year in the first quarter of 2024, marking the highest increase since
early 2015. This growth, validated by a positive rating from a prominent Rating Agency, underscores
Indonesia’'s stable and improving economic conditions. The agency further noted that the quality of
Indonesia’s economic development is on the rise, positioning it as one of the fastest-growing countries
compared to Malaysia (3.9%), South Korea (3.4%), Singapore (2.7%), and Mexico (1.6%) (Ekon.go.id,
2024).

Figure 1 shows that in the first quarter of 2024, Indonesia's economic growth was positive at 5.11%,
suggesting that Indonesia's economic growth is said to be higher than that of 2023. In addition, Figure 2
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shows that exports in Indonesia grew slowly, namely by 0.50%, especially in the export of goods (Statistics
Indonesia, 2024). This growth is in line with the decline in commodity prices of main export products. In
various countries, demand for main partners is said to be stable and even increasing (Kemenkeu.go.id,
2024).
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Fig. 1: Gross Domestic Product (GDP) Growth 2019-2024 (%, Y-on-Y)
Source: Statistics Indonesia (2024)
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Fig. 2: Gross Domestic Product Growth by Expenditure
Source: Statistics Indonesia (2024)

Figure 3 shows that Indonesia's growth was higher than China's at 5.3%, the United States at 3.0%,
Japan at 1.2%, Malaysia at 3.9%, and Singapore at 2.7%. However, Indonesia's economic growth is lower
than that of India, which amounts to 7.3%. The IMF explains that the world economic situation in 2024 is
envisioned with the risk of geopolitical conflicts, such as the conflict between Israel and Palestine, which
has escalated to a large area (Hidayat, 2024). Moreover, the ongoing attacks in the Red Sea and the war in
Ukraine are hazardous, causing reduced supplies and causing food, transportation, and energy prices to soar.
In addition, geopolitical turmoil can make it challenging to process disinflation, and easing central bank
policies can be delayed, resulting in a negative impact on global economic growth. Several factors can affect
the global economic downturn, including geopolitical uncertainty, currency rate changes, and commodity
price fluctuations (Department of Accounting, 2024).
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Fig. 3: Economic Growth of Indonesia's Major Trading Partner Countries (%, Y-on-Y)
Source: Statistics Indonesia (2024)

3.2. Economic Dependencies and Implications for Indonesia

The economy of Indonesia is intricately connected to global events and the economic performance of partner
countries (Mugorrobin, 2015). Events such as natural disasters, wars, inflation, and fluctuations in natural
resource Yyields in partner countries (Khan et al., 2020) can have a significant impact on Indonesia's
economy, leading to changes in its economic sector (Ula, 2024). For instance, a decline in a partner
country's economy can result in reduced exports and imports, leading to decreased investments and halted
development, subsequently affecting Indonesia's economic growth (Tsujino et al., 2016).

This interdependence underscores the importance of understanding the global economic landscape and
its implications for Indonesia. One significant partner of Indonesia is Russia, a major crude oil exporter
globally. Events like the war in Ukraine can disrupt trade relations, impacting Indonesia's oil imports and
causing oil prices to rise domestically, thereby affecting Indonesia's economic sector (Pamungkas et al.,
2022). Such events demonstrate how external factors can directly influence Indonesia’'s economic stability
and growth trajectory. Moreover, global events can trigger inflation due to increased demand and decreased
production, leading to price hikes in essential goods like food, clothing, and shelter (Saputra & Ali, 2021).

This inflationary pressure can further strain Indonesia's economy, affecting the cost of living for its
citizens and necessitating careful economic management strategies. The agricultural sector in Indonesia
plays a crucial role in ensuring food security and economic stability. However, challenges such as
diminishing agricultural land due to continuous development pose threats to food production (Marpaung et
al., 2019). Rising prices of inputs like fertilizers can escalate the cost of agricultural production, impacting
staple foods like rice and potentially leading to food security concerns (Widya et al., 2023). So diversifying
food sources beyond rice to crops like corn, cassava, and sweet potatoes becomes essential to mitigate risks
associated with overreliance on a single staple food (Samsir et al., 2023). Addressing these agricultural
challenges is vital for sustaining Indonesia's food supply and ensuring the well-being of its population. In the
realm of investments, Indonesia's economic growth is influenced by the economic performance of countries
investing in its development. Positive growth in investing countries can lead to increased investments in
Indonesia, fostering economic development.

Conversely, economic downturns in investing countries can result in reduced investments in
Indonesia, impacting its development projects and overall economic sector (Kurniawan & Managi, 2018).
This phenomenon underscores the need for Indonesia to diversify its investment sources and strengthen its
economic resilience to navigate fluctuations in the global economic landscape effectively. The research on
Indonesia's economic dynamics emphasizes the country's vulnerability to external economic shocks and the
importance of strategic economic planning and diversification.

Understanding the intricate relationships between Indonesia and its global partners, such as Russia,
and being cognizant of the impact of events like the Ukraine war on trade relations and oil prices is crucial
for policymakers. Moreover, addressing challenges in the agricultural sector, managing inflationary
pressures, and enhancing investment resilience are vital areas that require attention to ensure sustainable
economic growth and stability in Indonesia amidst global uncertainties (Baharin et al., 2020). By leveraging
its economic strengths, diversifying its economic base, and implementing sound policy measures, Indonesia
can navigate external economic challenges and foster long-term prosperity for its citizens.

Investment plays a crucial role in driving development in Indonesia, with the objectives outlined in
Law No. 25 of 2007 concerning Investment serving as a favorable legal framework for investment activities
in the country (Abdika et al., 2024). The objectives of investment implementation in Indonesia encompass
various aspects, including enhancing the national economy, expanding employment opportunities, fostering
continuous economic development, increasing global competitiveness, boosting national technological
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capacity and expertise, encouraging people’s economic development, processing economic potential into
fundamental capabilities, improving the welfare of the population, and more (Kartiko et al., 2021;
Ustymenko & Zeldina, 2019). These objectives underscore the significance of investment in advancing
Indonesia's economic growth and societal well-being.

The influx of foreign capital into Indonesia is a result of concerted efforts to create a conducive
investment climate (Kusuma et al., 2021). However, achieving this favorable environment poses challenges,
particularly in areas such as law enforcement, infrastructure limitations, security concerns, and socio-
political stability (Nte et al., 2022). Effective law enforcement is crucial for maintaining a harmonious
balance between legal certainty, utility, and justice, ensuring that the enforcement of laws benefits society as
a whole (Asmariah, 2023). Neglecting any of these aspects can lead to imbalances in the legal system,
potentially hindering investment and economic progress (Novianty Muchta et al., 2021).

Foreign direct investment (FDI) is a significant driver of economic development in Indonesia,
contributing to the growth of various sectors and creating employment opportunities (Sahatatua et al., 2024).
The establishment of a sovereign wealth fund through investment management institutions can further
optimize foreign investment, supporting Indonesia's economic advancement. Investments, both foreign and
domestic, are essential for financing regional development and fostering economic growth, especially in
regions that require capital and financial support for their progress (Yudikaswira, 2023).

The role of investment law in Indonesia's economic recovery efforts is paramount, emphasizing the
need for continuous enhancements in legal and regulatory frameworks to bolster investor confidence and
propel economic development (Asnawi et al., 2020). Foreign investments can stimulate economic expansion
by generating job opportunities and contributing to the overall development of the economy (Loudoe &
Sakti, 2024). Moreover, the impact of foreign investment on Indonesia's economy underscores the
importance of creating a conducive environment to attract foreign investors and drive economic growth
(Setyowati, 2023).

Investment, both foreign and domestic, plays a pivotal role in Indonesia’'s economic development, with
legal frameworks and enforcement mechanisms serving as critical components in fostering a conducive
investment climate. By aligning investment activities with national objectives and addressing challenges
related to law enforcement, infrastructure, and stability, Indonesia can harness the potential of investments
to drive sustainable economic growth, enhance competitiveness, and improve the welfare of its population.

4. Conclusion

Regional partnerships have emerged as critical platforms for Indonesia, not only in bolstering its economic
framework but also in aligning its strategic objectives with broader global interests. The discussions held in
Berlin between ASEAN and the European Region's largest economies underscore the multifaceted
opportunities for cooperation in industry, trade and investment, energy, and human resources development.
These discussions are pivotal in that they reflect a concerted effort to deepen economic ties and foster
mutual growth.

This analysis contributes to a nuanced understanding of the symbiotic relationships between Indonesia
and its international partners. By highlighting the economic interdependence revealed through trade
dynamics and policy discussions, this study underscores the profound impact of global economic changes on
Indonesia. It also illustrates how targeted investments and strategic alliances can accelerate economic
growth despite challenges like modest export growth and fluctuating commodity prices. The economic
growth rate of 5.11% in the first quarter of 2024, amidst global instabilities, showcases Indonesia’s resilience
and strategic positioning within the global market.

The implications of these findings are significant for policy formulation and economic strategy in
Indonesia, including a clear need for robust policy frameworks that can accommodate changes in the global
economic landscape and shield Indonesia from adverse impacts while capitalizing on favorable dynamics.
Indonesia must also invest in education, training, and technological advancements to boost productivity and
innovation, enhance the skill set within the country, and attract foreign investment by showcasing a
competent workforce. Furthermore, Indonesia's proactive engagement in international cooperation is crucial.
By reinforcing alliances and participating actively in global economic discussions, Indonesia can better
navigate the complexities of international trade and economic diplomacy.

The influence of trade agreements, business cycle synchronization, development convergence, and
macroeconomic conditions play a crucial role in shaping the economic outcomes within the ASEAN region
and specifically in Indonesia. This analysis offers a more comprehensive understanding of how regional
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partnerships impact Indonesia’s economy, not only by boosting export trade but also by highlighting the
significance of monitoring import development. Such insights are essential for the Indonesian government as
they provide a broader perspective on economic integration, allowing for more balanced trade policies and
strategic economic planning.
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