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Introduction

Corn and beef are vital to Nebraska’s economy. Nebraska farmers grow over 1 billion bushels of
corn per year, 40 percent of which is given to the more than 6.5 million cattle that are fed annually
in Nebraska.® It is not difficult to see the importance of beef to the economy of Nebraska and the
economy of the United States as a whole. In 2018, Nebraska exported more than $1.44 billion in
beef, more than any other state.? Since there are nearly four times as many cattle as there are people
in Nebraska, it is crucial to the economies of Nebraska and the United States to continue to increase
beef exports and to seek out more potential importing countries for world-famous Nebraska beef. A

good prospect is Indonesia.

Nebraska’s Beef Exports
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Background

There is a strong foundation for trade and investment between the United States and Indonesia.
Over the past ten years, two-way trade in goods between the United States and Indonesia has grown
by roughly 36 percent.® In 2018, the U.S. goods exports to Indonesia increased by 19.8% from
2017, with over $8.2 billion in that year alone.* The United States primarily exports soybeans,
aircraft, machinery, animal feed, and cotton to Indonesia, and Indonesia exports textiles, rubber,
footwear, machines, plant oils, and seafood to the United States.® ® Additionally, in 2017, U.S.
foreign direct investment (FDI) in Indonesia was $15.2 billion, while Indonesian investment in the
United States was $311 million.” This shows a strong relationship between these countries,
demonstrating that there is potential for great progress in increasing trade between these countries.
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The Indonesian economy has shown huge growth in recent years, which demonstrates large
potential for the country as a future trade partner. In 2000, Indonesia’s GDP was only $165 billion;
by 2017 it had grown to $1 trillion.? Furthermore, it is predicted that by 2030, the economy of
Indonesia will be one of the largest in the world.®
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A key driver of economic growth in Indonesia, with implications for trade, is the growth of the
country’s middle class and “aspiring” middle class. This “aspiring class” refers to those who are no
longer in poverty but have not yet achieved the level of economic security that the middle class
has.’® Additionally, it is this group that has the most potential for the growth of the country’s
economy and stability. The middle class of Indonesia accounts for 20 percent its population; 45
percent are in the “aspiring” middle class.'* As of December 2017, the middle class included 52
million people and was responsible for 43 percent of total household consumption.? The growth of
the middle class, through the aspiring middle class, is a great opportunity for the United States to
increase its exports, specifically Nebraska beef, to Indonesia, as research has shown that this growth
will increase consumption of diversified food options in Indonesia, including beef.*?

Analysis

Beef consumption in Indonesia has grown significantly. In 1990, the average supply of beef per
person in Indonesia was 1.18 kg per year, and in 2017, that number was almost 1.82kg.* These
numbers may seem small, but with the rapid growth of Indonesia’s middle class and economic
consumption, these numbers are expected to rise significantly. Currently, the U.S. exports only 13
percent of the world’s beef, the fourth most of any country, with the majority of this coming from
Nebraska.'® Brazil exports the most with 19 percent, India is second with 18 percent, and Australia
is third with 15 percent.’® As of 2017, Indonesia imports 92 percent of its beef from Australia, and
after the implementation of the new trade agreement between these two countries signed in March
of 2019, the number of cows exported to Indonesia is projected to grow four percent every year
until it reaches 700,000 live cattle.’ 18

Where does Indonesia import Bovine Meat
from? (2017)
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One of Indonesia’s key trade agreements is the Association of Southeast Asian Nations (ASEAN)
free trade zone which includes the countries of Brunei Darussalam, Cambodia, Indonesia, Lao PDR,
Malaysia, Myanmar, Philippines, Singapore, Thailand, and Vietnam. This agreement allows for low
to no tariffs between these nations.*® Although the country of Australia is not part of ASEAN, its
proximity to the member countries is an advantage to Australia for building its relationship with
ASEAN. This relationship supports growth of the economies of both the ASEAN countries and
Australia and increases Australia’s engagement with Southeast Asia.?® This, along with the recent
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trade agreement between Indonesia and Australia, will provide a challenge for Nebraska beef to be
exported to Indonesia.

Another challenge facing the United States is the process that U.S. meat establishments must go
through before exporting beef to Indonesia. Indonesia requires that these establishments complete
lengthy questionnaires that must be inspected by Indonesian officials before the establishment’s
beef can be exported to Indonesia. However, this requirement went against World Trade
Organization (WTO) regulations. In 2015, the United States requested that the WTO investigate
U.S. claimzs of Indonesia’s unfair regulations. As a result, in 2017, the U.S. won this dispute against
Indonesia.?*

Outlook

Nebraska government officials are optimistic. The United States currently has a bilateral Trade and
Investment Framework Agreement (TIFA) with Indonesia, and because of this, exports have grown
substantially since the agreement began in 1996. In 2017, Nebraska exported over $1 billion in beef
and beef products with over $8 million of this being exported to Indonesia. This was a 30 percent
increase in beef exports to Indonesia since 2010.2?

Nebraska Beef Exports to Indonesia
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The United States has recently made great efforts and progress in increasing its trade with
Indonesia. The USDA Under Secretary of Agriculture for Trade Ted McKinney has recently made
visits to Indonesia making progress in opening more markets, especially for agriculture exports to
the country. Nebraska, too, is making progress in this area. In January 2019, Congressman Don
Bacon met with delegates from Indonesia to discuss increasing exports of Nebraska products such
as corn, soybeans, and beef. Cindi Allen, Assistant Secretary of State for Nebraska says, “the
potential for Nebraska beef looks promising for continued growth in exporting beef to Indonesia.”?®
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Large projected growth in the economy of Indonesia, as well as an increase in trade between the
United States and Indonesia show great promise for the economy of the United States and especially
Nebraska. With an increase in the middle class of Indonesia and the increase of consumption in the
country, the market for diverse foods, including beef, will grow. This offers a considerable
opportunity for Nebraska, and with the efforts being made by the government of the state of
Nebraska, we can and should be highly optimistic in the future.
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