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ABSTRACT 
 

For the last decade, inward foreign direct investment (FDI) into Indonesia has increased, albeit with fluctuations. 
This increase shows that Indonesia has become one of the countries most targeted by investors. It is almost half a 
century since the country first made significant transformations with the aim of increasing foreign investment. In 
order to attract and protect foreign investment, Indonesia has become a member of the World Trade Organization, 
and has signed 63 bilateral investment treaties and ten free trade agreements, with seven more in the offing. 
However, the need for foreign investment and the needs of foreign investors do not always match, and there have 
been a number of problematic cases related to FDI. One such issue arises when foreign investors flee without 
fulfilling their obligations, leaving workers with unpaid wages. Such cases raise questions both of legal obligations 
and business ethics. Furthermore, when investors in a country suffer losses, they use international standards on the 
treatment of aliens to seek redress; but there is no redress for a host country which has suffered loss at the hands of 
unscrupulous investors. This paper will examine the role of business ethics in Indonesian foreign investment policy, 
and will consider the way in which the international investment regime is perceived. It will then suggest a solution 
to the existing problems.  
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