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ABSTRACT 

This study examines the impact of downstream policies on 

Indonesia's net exports of iron and steel (HS 72) during 2000–

2023. The downstream policy, aimed at enhancing value-added 

and reducing raw material exports, is crucial for improving 

trade balances and boosting economic growth. Using paired t-

tests and Export Product Dynamics (EPD), the study reveals 

significant increases in total exports (5%, 0.041) and total 

imports (1%, 0.001), while net export improvements were 

marginally significant (10%, 0.08). Despite the positive impacts, 

challenges such as high dependency on imported raw materials 

and the need for substantial infrastructure investments persist. 
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INTRODUCTION 

International trade has become a key component of the economy as it influences 

economic growth. Ideally, a country will experience a surplus when exports exceed imports and 

a deficit when imports exceed exports. The goal is to improve the living standards of a country, 

stimulate economic growth, and expect profits (Suryanto & Kurniati, 2022). One of Indonesia’s 

key export commodities from the mineral and coal sector is iron and steel (HS 72). Iron and steel 

are essential raw materials for infrastructure development and manufacturing in the country, 

including Indonesia. This has driven growing domestic demand year after year (IISIA, 2024). 

Faced with limited supply availability, the government has banned the export of raw 

materials and implemented downstream policies. Downstreaming (value-adding) is an effort to 

reduce raw material exports by processing them into semi-finished or finished goods, with the 

aim of increasing their value and promoting the domestic industry. Downstreaming is regulated 

under Law No. 3 of 2020, amending Law No. 4 of 2009 on Mineral and Coal Mining. 

The downstream policy for iron and steel has reversed the situation. Initially, Indonesia 

was a net importer of iron and steel, but by 2020, the situation changed, making Indonesia a net 
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exporter of iron and steel. This change also brought positive results for the trade balance, which 

shifted from a deficit to a surplus. Furthermore, this increase indicates an improvement in the 

production capacity of iron and steel in Indonesia. This reflects better product quality and the 

industry’s ability to meet international standards, as well as a response to the increasing global 

demand, particularly from infrastructure development in developing countries and changes in 

global supply chains. Unfortunately, research on the impact of downstream policies on iron and 

steel is still limited, even though iron and steel have the same great potential to be optimized 

through downstream policies. 

  

LITERATURE REVIEW 

International Trade 

Internationall tradel theoryl encompassesl mercantilism,l classicall theoriesl developedl byl 

Adaml Smithl andl Davidl Ricardo,l andl thel modernl theoryl introducedl byl Heckscher-Ohlin. 

1. Mercantilisml Theory 

Thisl theoryl positsl thatl al countryl becomesl wealthierl andl morel powerfull ifl itl canl producel morel 

exportsl thanl importsl (Purbal etl al.,l 2023).l Itl assumesl thatl surplusesl inl goldl andl silverl actl asl 

assetsl tol boostl exportsl andl reducel imports.l Abundantl assetsl andl capitall canl contributel tol 

nationall prosperity.l Mercantilisml ledl tol policiesl ofl importl restrictionsl andl increasedl exportl 

quotasl tol stimulatel economicl growthl (Nissal etl al.,l 2024). 

2. Classicall Theory 

a.l Absolutel Advantagel byl Adaml Smith 

Thisl theoryl suggestsl thatl al countryl gainsl morel froml specializingl inl producingl commoditiesl 

thatl arel morel efficientl tol producel withinl itsl borders.l Accordingl tol Adaml Smith,l absolutel 

advantagel refersl tol al country'sl abilityl tol producel goodsl andl servicesl usingl fewerl resourcesl 

thanl otherl countries.l Exportsl producedl atl al lowerl costl canl yieldl higherl profitsl andl makel 

productionl morel efficientl (Devitasaril etl al.,l 2023). 

b.l Comparativel Advantagel byl Davidl Ricardo 

Thisl theoryl statesl thatl thel valuel orl pricel ofl al productl isl determinedl byl thel amountl ofl laborl orl 

hoursl neededl tol producel onel unitl ofl goodsl (MCl =l Px).l Itl arguesl thatl al countryl gainsl froml 

internationall tradel ifl itl specializesl inl production.l Thisl impliesl thatl ifl al countryl canl exportl goodsl 

inl largel quantities,l itl doesl sol becausel itl canl producel theml relativelyl morel efficientlyl thanl otherl 

countries.l Conversely,l ifl al countryl importsl goods,l itsl domesticl productionl isl relativelyl lowerl orl 

lessl efficientl thanl otherl countriesl (Setiawati,l 2021). 

3. Modernl Theoryl –l Heckscher-Ohlinl (H-O) 

Thisl theoryl assumesl thatl countriesl tendl tol exportl goodsl producedl withl abundant,l relativelyl 

inexpensivel factorsl ofl production,l andl importl goodsl thatl requirel resourcesl thatl arel relativelyl 

scarcel andl costlyl inl theirl ownl country.l Thel corel ofl thisl theoryl isl thatl internationall tradel raisesl 

wagesl andl lowersl reall interestl ratesl forl countriesl withl abundantl laborl andl limitedl capital.l Thisl 

bringsl advantagesl tol countriesl pursuingl thisl strategyl (Ibrahiml &l Halkam,l 2021). 

 

Exportsl andl Imports 

Hutabarat,l asl citedl inl Fordatkosul etl al.l (2021),l definesl exportsl asl thel tradel ofl 

goodsl sentl froml withinl tol outsidel Indonesia'sl customsl territoryl inl compliancel withl 

applicablel regulations.l Importsl arel thel tradel ofl goodsl broughtl intol Indonesial froml 

abroad,l alsol adheringl tol applicablel regulations.l Netl exportsl arel thel resultl ofl subtractingl 

importsl froml exports.l Netl exportl valuel willl bel positive,l andl thel tradel balancel willl bel inl 

surplusl whenl exportsl exceedl imports.l Thel higherl thel netl exportl value,l thel morel 

positivelyl itl affectsl economicl growth.l Conversely,l ifl thel netl exportl valuel isl negativel andl 

thel tradel balancel isl inl deficit,l itl negativelyl impactsl economicl growthl (Asrinda,l 2022). 
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Downstreaming 

Downstreaming,l alsol knownl asl value-adding,l refersl tol thel processl ofl convertingl rawl 

materialsl intol semi-finishedl orl finishedl goodsl tol increasel theirl valuel andl createl newl jobsl (Deddyl 

etl al.,l 2023).l Minerall downstreamingl isl dividedl intol threel stages:l mining,l smelting,l andl refining.l 

Thel goall ofl minerall downstreamingl isl tol addl valuel byl processingl rawl materialsl intol productsl vial 

domesticl smeltersl (Agungl &l Adi,l 2022).l Minerall downstreamingl isl al fiscall tooll usedl tol createl 

addedl value,l increasel statel revenue,l promotel economicl growth,l createl jobs,l andl improvel thel 

welfarel ofl thel Indonesianl people.l Accordingl tol Panturul inl Deddyl etl al.l (2023),l downstreamingl 

aimsl tol reducel rawl materiall exportsl andl insteadl encouragel domesticl industriesl tol processl thesel 

materials,l therebyl enhancingl domesticl value-addedl (whilel creatingl jobl opportunities).l Ifl exportsl 

arel necessary,l thel exportl shouldl consistl ofl finishedl goods,l productsl processedl froml rawl 

materials. 

 

Production 

Accordingl tol Assauril inl Pranandal etl al.l (2023),l productionl isl thel processl ofl utilizingl variousl 

productionl factorsl tol addl valuel tol goodsl orl servicesl throughl specificl techniques.l Thisl processl 

involvesl labor,l materials,l technology,l andl capital.l Meanwhile,l Rumintal (2023)l definesl productionl 

asl thel processl ofl properl managementl aimedl atl achievingl efficiencyl andl producingl high-qualityl 

products.l Thel mainl goall ofl thel productionl processl isl tol enhancel thel utilityl valuel ofl al good. 

 

Price 

Accordingl tol Suharnol andl Sutarsol inl Nurfauzil etl al.l (2023),l pricel isl thel amountl ofl moneyl 

paidl tol acquirel goodsl orl services.l Internationall pricel isl thel pricel prevailingl inl thel internationall 

market,l whichl hasl beenl determinedl throughl internationall agreementsl forl specificl typesl ofl goodsl 

(Watil etl al.,l 2023). 

 

METHODS 

Thisl studyl adoptsl al quantitativel approach.l Thel datal usedl arel secondaryl datal sourcedl froml 

variousl officiall sourcesl suchl asl thel Centrall Bureaul ofl Statisticsl (BPS),l Tradel Map,l Internationall 

Tradel Centerl (ITC),l andl UNl Comtradel (Unitedl Nationsl Commodityl Tradel Statisticsl Database).l Thel 

mainl variablel ofl thisl studyl isl Indonesia'sl netl exportsl ofl ironl andl steell froml 2000-2023l (beforel andl 

afterl thel implementationl ofl downstreaml policies).l Thel testingl toolsl usedl inl thisl studyl arel thel 

pairedl samplel t-testl andl Exportl Productl Dynamicl (EPD). 

 

Normalityl Test 

Thel normalityl testl isl al prerequisitel testl conductedl tol determinel whetherl thel datal isl validl 

andl normallyl distributed.l Basedl onl thel Kolmogorov-Smirnovl test,l thel datal isl consideredl tol bel 

normallyl distributedl ifl thel generatedl asymp.sigl (2-tailed)l valuel isl greaterl thanl 0.05.l Conversely,l ifl 

thel generatedl asymp.sigl (2-tailed)l valuel isl smallerl thanl 0.05,l thel datal isl consideredl notl tol bel 

normallyl distributedl andl alternativel methodsl mustl bel appliedl tol normalizel thel data.l  

 

Pairedl t-Test 

Thel pairedl samplel t-testl isl al datal analysisl tooll usedl forl comparingl twol pairedl samplesl tol 

measurel thel samel subjectsl underl differentl treatments.l Inl thisl study,l thel testl isl usedl tol assessl thel 

impactl ofl thel downstreaml policyl onl thel netl exportsl ofl ironl andl steell inl Indonesial andl tol measurel 

whetherl therel isl al significantl differencel inl thel averagel netl exportsl ofl ironl andl steell beforel andl 

afterl thel downstreaml policyl wasl implemented. Thel pairedl t-testl formulal usedl inl thisl researchl isl 

asl follows: 

 

 

https://jurnal.unived.ac.id/index.php/er/index


ISSN: 2338-8412                                                                                  e-ISSN : 2716-4411 

2890 | Khadijah Mahani, Ignatia Martha Hendrati, Wirya Wardaya; The Impact Of Downstream 

Policies On The Growth Of … 

 
Where: 

tl =l t-value 

�̅�l =l Meanl ofl samplel 1l andl 2l measurements 

SDl =l Standardl deviationl ofl samplel 1l andl 2l measurements 

Nl =l Samplel size 

 

Thel decisionl rulel forl thel pairedl t-testl is:l ifl thel asymp.sigl (2-tailed)l valuel isl greaterl thanl 0.05,l 

thenl Hol isl acceptedl orl Hal isl rejectedl (indicatingl thel downstreaml policyl hasl nol effectl onl netl exportl 

growth).l Conversely,l ifl thel asymp.sigl (2-tailed)l valuel isl lessl thanl 0.05,l thenl Hol isl rejectedl orl Hal isl 

acceptedl (indicatingl thel downstreaml policyl affectsl netl exports).l Thel decision-makingl assumptionl 

betweenl t-valuel andl t-tablel is:l ifl thel t-tablel valuel isl greaterl thanl thel t-value,l thenl Hol isl acceptedl orl 

Hal isl rejected.l Ifl thel t-tablel valuel isl smallerl thanl thel t-value,l thenl Hol isl rejectedl orl Hal isl accepted. 

 

EPDl (Exportl Productl Dynamic) 

Exportl Productl Dynamicl (EPD)l analysisl isl al tooll usedl tol measurel thel dynamicsl orl growthl 

ratel ofl exportsl ofl al particularl product.l Thel EPDl analysisl inl thisl studyl isl usedl tol assessl thel 

developmentl ofl Indonesia'sl ironl andl steell exportsl inl thel globall marketl afterl thel downstreaml 

policyl wasl implemented. 

Thel EPDl formulal usedl inl thisl studyl isl asl follows: 

X:l Growthl inl Indonesia'sl exportl marketl share 

 
Y:l Growthl inl thel marketl sharel ofl Indonesia'sl productsl orl commodities 

 
Where: 

Xijl =l Valuel ofl Indonesia'sl ironl andl steell exportsl tol thel world 

Xtl =l Valuel ofl totall exportsl froml Indonesial tol thel world 

Wijl =l Valuel ofl worldl ironl andl steell exports 

Wtl =l Valuel ofl totall worldl exports 

Tl =l Numberl ofl yearsl analyzed 

 

Thel resultsl froml thesel calculationsl forml thel basisl forl decision-makingl inl thel Exportl Productl 

Dynamicl analysis,l whichl isl dividedl intol fourl quadrants: 

1. Risingl Star:l Thel highestl position,l indicatingl thel marketl isl inl al strongl positionl withl rapidlyl 

growingl demand. 

2. Lostl Opportunity:l Anl undesirablel positionl duel tol al decliningl marketl conditionl wherel thel 

productl hasl nol opportunityl tol reachl internationall markets. 

3. Fallingl Star:l Al similarl conditionl tol "Lostl Opportunity,"l butl thel marketl isl improving,l evenl thoughl 

thel productl isl notl dynamic. 

4. Retreat:l Thel lowestl position,l indicatingl bothl thel marketl andl productl arel declining,l andl theirl 

presencel isl nol longerl neededl orl desired.l  
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RESULTS 

Normalityl Test 
Tablel 1l Normalityl Testl Resultsl  

 

Kolmogorov-Smirnova 

Statistic df Sig. 

Exportl beforel downstreaming .179 11 .200* 

Exportl afterl downstreaming .271 11 .024 

Source:l SPSSl datal processedl  

 

Basedl onl thel Kolmogorov-Smirnovl normalityl test,l thel resultsl indicatel thatl thel datal isl notl 

normallyl distributed,l specificallyl thel netl exportl datal afterl downstreaming,l withl anl Asymp.sigl 

valuel belowl 0.05l (0.024).l Onel solutionl tol addressl thel issuel ofl non-normall datal isl throughl datal 

regression.l  

 

Tabell 2l Resultsl ofl thel Normalityl Testl Regression 

 

Kolmogorov-Smirnova 

Statistic df Sig. 

Exportl beforel downstreaming .179 11 .200* 

(New)l Exportl afterl downstreaming .231 11 .105 

Source:l SPSSl datal processed 

 

Afterl datal regression,l thel Asymp.sigl valuel forl netl exportsl afterl downstreamingl becamel 

greaterl thanl 0.05l (0.105),l indicatingl thatl thel datal isl nowl normallyl distributedl andl canl bel 

subjectedl tol thel Pairedl t-Test. 

 

Pairedl t-Test 

Thel resultsl ofl thel Pairedl Samplel Statisticsl testl arel asl follows: 

 

Tablel 3l Resultsl ofl Pairedl Samplel Statistics 

Pairedl Samplesl Statistics 

 Mean N 

Std.l 

Deviation 

Std.l Errorl 

Mean 

Pairl 

1 

Exportl beforel downstreaming -2567037.09 11 1927772.99

1 

581245.427 

(New)l Exportl beforel 

downstreaming 

.00 11 3914042.83

7 

1180128.319 

Source:l SPSSl datal processed 

 

Basedl onl thel Pairedl Samplel Statisticsl test,l thel averagel netl exportsl increasedl afterl 

thel implementationl ofl thel downstreaml policy.l Indonesia'sl averagel netl exportsl ofl ironl 

andl steell beforel downstreamingl werel -2,567,037.09,l whichl increasedl tol 0.00l afterl 

downstreaming.l Thisl indicatesl thatl thel downstreaml policyl contributedl tol anl increasel inl 

Indonesia'sl netl exportsl ofl ironl andl steel. 
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Tablel 4l Resultsl ofl Pairedl Samplel Correlations 

Pairedl Samplesl Correlations 

 N Correlation Sig. 

Pairl 1 Exportl beforel downstreamingl &l (New)l 

Exportl afterl l downstreaming 

11 .000 1.000 

Source:l SPSSl datal processedl l l  

 

Thel correlationsl valuel ofl 0.000l andl anl Asymp.sigl (2-tailed)l valuel ofl 1.000l indicatel nol 

significantl linearl relationshipl betweenl Indonesia'sl netl exportsl ofl ironl andl steell beforel andl afterl 

thel downstreaml policyl wasl implemented.l Thisl suggestsl thatl thel observedl increasel inl netl exportsl 

ofl ironl andl steell mayl alsol bel influencedl byl factorsl otherl thanl thel implementedl policy.l  

 

Tablel 5l Resultsl ofl Pairedl Samplel Test 

Pairedl Samplesl Test 

 

Pairedl Differences 

t df 

Sig.l 

(2-

tailed) Mean 

Std.l 

Deviation 

Std.l Errorl 

Mean 

95%l Confidencel 

Intervall ofl thel 

Difference 

Lower Upper 

Pai

rl 1 

Exportl 

beforel 

downstrea

mingl -l 

(New)l 

Exportl 

afterl l 

downstrea

ming 

-

2567037.0

91 

4363031.0

61 

1315503.361 -

5498161.24

1 

364087.0

59 

-

1.951 

10 .080 

Source:l SPSSl datal processed 

 

Thel Pairedl Samplel Testl resultsl indicatel thatl thel Asymp.sigl (2-tailed)l valuel obtainedl isl 0.080,l 

andl thel calculatedl T-valuel isl 1.951.l Basedl onl thesel results,l thel Asymp.sigl (2-tailed)l valuel andl thel 

T-valuel arel significantl atl al 10%l significancel level.l Thel Asymp.sigl (2-tailed)l valuel ofl 0.080l isl lessl 

thanl 0.1l (0.080l <l 0.1),l andl thel T-tablel valuel forl dfl =l 10l atl al 10%l significancel levell isl 1.812l (1.951l >l 

1.812).l Thesel findingsl indicatel thatl thel downstreaml policyl hasl anl impactl onl Indonesia'sl netl 

exportsl ofl ironl andl steel.l Thel 10%l significancel levell suggestsl thatl thel effectl isl relativelyl small. 

 

Exportl Productl Dynamicl (EPD)l  

Thel Exportl Productl Dynamicl (EPD)l analysisl inl thisl studyl isl usedl tol determinel thel positionl ofl 

Indonesia'sl ironl andl steell inl thel internationall marketl afterl thel implementationl ofl thel 

downstreaml policy.l Thel followingl arel thel EPDl calculationl resultsl forl Indonesia'sl ironl andl steell (HSl 

72)l beforel andl afterl thel implementationl ofl thel downstreaml policy: 

 

Tabell 6l Resultsl ofl Exportl Productl Dynamicl (EPD) 

Yearl  

Growthl inl 

Indonesia'sl Exportl 

Marketl Sharel (%) 

Growthl inl Ironl 

andl Steell Marketl 

Sharel (%) 

Position 

2000-2010 -0,036575 -0,040489 Retreat 

2011-2023 -0,009584 -0,008242 Retreat 
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Figure 1 Result Data 

 
Source:l UNl Comtradel (2024),l datal processed 

 

Basedl onl thel EPDl results,l Indonesia'sl exportl marketl sharel growthl increasedl froml -

0.036575%l inl 2000–2010l tol -0.009584%l inl 2011–2023.l Similarly,l thel marketl sharel growthl forl ironl 

andl steell improvedl froml -0.040489%l inl 2000–2010l tol -0.008242%l inl 2011–2023.l Bothl remainedl inl 

thel retreatl position,l indicatingl al declinel inl productl dynamisml inl thel internationall market.l 

Althoughl stilll inl thel samel position,l thel increasel inl exportl marketl sharel growthl indicatesl 

improvementsl inl exports,l andl thel growthl inl thel marketl sharel ofl ironl andl steell reflectsl thel 

positivel impactl ofl thel implementedl downstreaml policy. 

 

DISCUSSION 

Thel Impactl ofl Downstreaml Policiesl onl thel Growthl ofl Indonesia'sl Netl Exportsl ofl Ironl andl 

Steel 

Thel growthl inl Indonesia'sl netl exportsl ofl ironl andl steell (HSl 72)l isl inseparablel froml thel 

factorsl thatl shapel netl exports,l namelyl exportsl andl imports.l Thel increasel inl thel averagel totall 

exportsl ofl ironl andl steell demonstratesl thel successl ofl downstreamingl inl addingl valuel tol 

Indonesia'sl ironl andl steell products.l Thel prohibitionl onl exportingl rawl materialsl hasl preservedl 

domesticl suppliesl forl processingl intol semi-finishedl orl finishedl goods.l Thisl alignsl withl researchl byl 

Cahyanil (2023)l andl Santosol etl al.l (2023),l whichl statesl thatl exportl bansl drivingl downstreamingl 

helpl maintainl domesticl supplyl andl increasel exportl value.l Thel increase,l however,l isl notl onlyl seenl 

inl totall exportsl butl alsol inl totall imports.l Al significantl increasel inl importsl atl thel 1%l levell indicatesl 

Indonesia'sl continuedl reliancel onl importedl ironl andl steel,l asl domesticl supplyl remainsl 

insufficientl tol meetl thel higherl productionl demand.l Al potentiall solutionl isl tol expandl smelterl 

facilitiesl tol optimizel productionl (Cahyaningtyasl etl al.,l 2021).l Unfortunately,l smelterl developmentl 

facesl variousl obstaclesl thatl hinderl miningl companiesl froml maximizingl downstreamingl (Illahi,l 

2022).l  

Thel delayl inl smelterl constructionl resultsl froml thel shortcomingsl inl thel regulationsl 

governingl thisl process.l Lawl No.l 4l ofl 2009l onl Minerall andl Coall Miningl wasl deemedl ineffectivel 

duringl itsl firstl 10l yearsl ofl implementation.l Althoughl thel lawl wasl enactedl inl 2009,l thel Ministryl ofl 

Energyl andl Minerall Resourcesl notedl thatl thel rawl materiall exportl banl wasl onlyl fullyl implementedl 

inl 2014.l Smelterl developmentl outlinedl inl Lawl No.l 4l ofl 2009l requiresl significantl capitall andl time,l 

alongl withl compliancel requirementsl consideredl burdensomel forl miningl companiesl (Illahi,l 2022).l 

Furthermore,l thel licensingl mechanisml hasl beenl criticizedl forl lackingl transparencyl andl 

accountability,l complicatingl governancel inl thel miningl sectorl (Nugroho,l 2020). 

Inl responsel tol thesel challenges,l thel governmentl amendedl thel regulationsl throughl Lawl No.l 

3l ofl 2020,l revisingl Lawl No.l 4l ofl 2009l onl Minerall andl Coall Mining.l Thel newl lawl guaranteesl thel 
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extensionl ofl miningl permitsl (IUPK),l ensuringl thatl investorsl canl continuel theirl operationsl withoutl 

thel riskl ofl losingl landl tol statel auctionsl afterl contractsl expirel (Amatullahl etl al.,l 2020).l Additionally,l 

Lawl No.l 3l ofl 2020l shiftedl thel authorityl overl miningl froml locall governmentsl tol thel centrall 

government,l improvingl clarityl andl specificityl inl miningl regulations,l therebyl enhancingl 

compliancel andl enforcementl (Farisi,l 2021). 

Thesel regulatoryl improvementsl positivelyl impactedl Indonesia'sl netl exportsl ofl ironl andl 

steel.l Netl exports,l whichl werel consistentlyl negativel orl inl deficit,l turnedl positivel orl surplusl 

followingl thel changesl tol Lawl No.l 4l ofl 2009,l whichl previouslyl hadl limitedl impact.l Accordingl tol datal 

froml Trademapl (2024),l Indonesia'sl netl exportsl ofl ironl andl steell (HSl 72)l surgedl dramaticallyl 

beginningl inl 2020,l reachingl theirl peakl inl 2022.l Thisl explainsl whyl thel downstreamingl policy’sl 

impactl onl netl exportsl appearsl smalll inl thel Pairedl t-Testl results,l asl significantl changesl werel onlyl 

observedl inl thel lastl threel years,l froml 2020l tol 2024. 

 

Thel Impactl ofl Downstreaml Policiesl onl Indonesia'sl Ironl andl Steell Marketl Share 

Basedl onl thel resultsl ofl thel Exportl Productl Dynamicl (EPD)l analysis,l Indonesia'sl ironl 

andl steell commoditiesl remainedl inl thel retreatl positionl bothl beforel andl afterl thel 

implementationl ofl downstreaml policies,l indicatingl al declinel inl productl dynamisml inl thel 

internationall market.l However,l therel wasl anl increasel inl marketl sharel growthl forl bothl 

overalll exportsl andl ironl andl steell commodities.l Thisl improvement,l albeitl small,l suggestsl 

thatl downstreaml policiesl havel begunl tol positivelyl impactl thisl industry.l Nevertheless,l thel 

retreatl positionl highlightsl thatl Indonesia'sl ironl andl steell sectorl stilll facesl significantl 

challengesl inl improvingl itsl competitivenessl inl thel internationall market.l Severall keyl 

obstaclesl mustl bel addressed.l First,l thel capacityl ofl thel processingl industryl isl stilll limited,l 

sol furtherl investmentl inl infrastructurel andl technologyl isl needed.l Second,l tightl globall 

competitionl withl countriesl thatl arel superiorl inl technology,l production,l andl costs.l Third,l 

regulatoryl stabilityl orl policyl changesl thatl arel tool frequentl canl affectl investorl confidencel 

andl stopl thel downstreamingl ofl projects.l Thisl alignsl withl researchl byl Saril andl Utamil 

(2023),l whichl statesl thatl Indonesia'sl ironl andl steell commoditiesl (HSl 72)l stilll lackl strongl 

competitivenessl inl thel globall market. 

 

CONCLUSION 

Thel downstreaml policyl hasl successfullyl increasedl Indonesia'sl netl exportsl ofl ironl andl steell 

(HSl 72),l althoughl thel impactl remainsl limited,l withl significancel atl thel 10%l level.l Thel banl onl rawl 

materiall exportsl hasl drivenl domesticl processingl intol higher-valuel products,l asl reflectedl inl thel 

increasel inl totall exports.l However,l thel heavyl reliancel onl importedl rawl materials—whichl alsol 

increasedl significantlyl atl thel 1%l level—remainsl al majorl challengel duel tol limitedl domesticl supply.l 

Thisl issuel isl exacerbatedl byl delaysl inl smelterl construction,l previouslyl hinderedl byl regulationsl 

underl Lawl No.l 4l ofl 2009,l whichl werel onlyl rectifiedl throughl Lawl No.l 3l ofl 2020.l Thesel 

improvementsl havel resultedl inl netl exportl surplusesl sincel 2020,l peakingl inl 2022,l althoughl thel 

impactl hasl onlyl beenl evidentl inl thel pastl threel years. 

Despitel thel surplus,l thel sector'sl "retreat"l positionl inl thel internationall marketl indicatesl lowl 

competitiveness.l Thel smalll growthl inl exportl marketl sharel isl anl initiall signl ofl thel downstreaml 

policy'sl positivel impact,l butl thel sectorl requiresl substantiall investmentsl inl infrastructure,l 

technology,l andl regulatoryl stability.l Withl consistentl implementationl ofl Lawl No.l 3l ofl 2020,l thel ironl 

andl steell sectorl hasl thel potentiall tol becomel morel competitivel inl thel globall marketl inl thel future. 

 

LIMITATION 

Thisl studyl focusesl onl quantitativel indicatorsl withoutl accountingl forl externall factorsl suchl asl 

globall economicl fluctuations,l technologicall advancements,l orl policyl implementationsl inl 
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competingl countries.l Futurel researchl shouldl incorporatel thesel dimensionsl forl al holisticl 

evaluation. 
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