THE LEGAL REGIME G VERNING SHIPPING IN INDONESIA
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Marme o’evetopment pamcutarty _-th commercrat shfppmg mo’ustry, is integral and
essential to Indonesian national economic development. Not only does it meet the
needs of domestlc deve!opment re!eted to the transport of passengers, but also -

aot:wtres 2

As an archipelago, Indonesia oons:sts of over 17 506 fslands. Having territory over 5.3
billion km square and coast line over 8, 100 km, the Government of Indonesia needs
to increase its shipping fleets to. fulfill domes st c needs as well as to enable them to
compete with commercial forelgn vessets
Water transportation plays an importa Tl O

5t engthenmg the unity among the
g-promoting the nation's unity and
; a continuing effort to
e shipping business.

or this reason the
yther branches of

integrity. The Indonesian go"
encourage both foreign and

Obstacles in the de
businesses, includin
in the field of marin
have been carried Qu!

transportation
e and budgets
gignificant steps
e Long Term

In this regard, Indone
which, in respect of $
Regulation no. 82 of 19
more opportunities for for

igation (law 21)
by Government
). GR 82 provides
gipate in Indonesian
iternational shipping

To promote shipping, Indonesia has exempte he fee for transfer of title from foreign-
flag vessels to Indonesian-flag vessels. Indonesia has also ratified several
international conventions on shipping and navigation, certain provisions of which have
been incorporated in national regulations.®

~This paper focuses on the discussion-of the regulatory framework governing the -t

carriage of goods by sea in Indonesia, including the development and implementation
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of the regulation of the tra L _porf and water transport sh:,o owners and the

responsrbmry of the camer

Keywords Indonesian sea transpo 'regulanons o
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The development

Indonesuato compete |n the .worjds
merchant shipping. -
Indonesia is an archlpelago that

‘research on Paleo anth
archeology, these island:
times have become a stg
tribes that came from
other research, whl
and prehistoric
estimated that sin
nation that en
islands which late
of Indonesia fo
migration occurs it
sea. Therefore th
shipping has a history
of Indonesia. Base

community were are a
common shape throughout Southeast
Asia. If so then, at that time there had
been a connection between regions in
Indonesia and the regions of other

bridges two continents, Australla in_the/

lnstltutlohs ‘and trade.” Other evidence

indicates that Indonesia is a country thatﬁ’f*' '
had experts in delivery, the boat-like

image, which is found on the small island-
of OHIODERTAWUN at area of Kei;
Buton New Guinea etc, S0 it could be

crwsestart from the s:mplest form. The

two evidences here were two types of
\relationships, namely local shipping that
U ‘-_ 0 connect between the |slands and

de between nations.
3, Wolters history expert,
o find evidence from
xplain Indonesia's
rnational trade in
o had a golden
5th century AD
elations between
which can be
g of two leaders of

FAHSIN and

the other side
ationship in trade with
sSouth coast of India

2 exactly become the object into
a trade has done by the Indonesian
people and nation - peoples in various
parts of the world at that time were similar

kind of spices and wood that smelled like

~countries in Southeast Asia. The relation-

ship could be relationship in Trade and
others. The next consequence was at that
time there had to be a community that had
already institutions that allow the
Indonesian people benefited from these
relationship in the form of political

sandalwood and cinnamon.

Indonesia for thousands of years had
been known as an archipelago and was
known as a maritime nation which had
introduced this nation to the world to
control every aspect of fransportation
modes according to its era.

7 Heger, P in Alte Metallrommelenaus Sudost Asien, dikutip dari Sartono Katodihardjo (ed) Sejarah
Nasional Indonesia Vol. |l page 2, dalam Sejarah Pelayaran Niaga di Indonesia, Yayasan Pusat
Studi Pelayaran Niga di Indonesia (puspindo), Dewan Redaksi/Tim Penulis PUSPINDO, Percetakan
offset ALDA PT Jakarta, November, 1990, page 7.
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" INDONESIAN TRADE BY SEA TODAY

Indonesia glory in the past should
become a booster for Indonesia in the
present The ancestors of- lndonesva has_

pf ML
continuously  developed for generat ns'--

today.

Indonesia consists of ’17 506 |s|ands;_
water transportation plays an lmportant_
role in the strengthening the unlty amo:nzg-_ :

archipelago, and promoting the nation s

unity and integrity. The
government, therefore, :
continuing effort to encourage bo
foreign and domestic investors to
active in the shipping busine

In this regard, Indonesia,
No. 21 of 1992 regarding )
21) which, in respect of £
is mainly implemente
Regulation no. 82 &
Water Transportatiof '
provides more opp¢
shipping companies
in Indonesian s
transportation busin
ducting international
tation either using Indon
flag vessels.®

To promote shipping, ¥
exempted the fees for the tra -
from foreign-flag vessels to Indonesian
flag vessels. Indonesia has also ratified
several international conventions on
shipping and navigation, certain provi-

IndoneS|an_._f.'
has ‘made  a
~proces® of consensus between public

Indonesia has ratified the United Nations
Convention .of. the Law of the Sea
(UNCLOS), by Act No. 17, year 1985, and
the ~ enactment of the Indonesian

. Navigation law No. 21/1992 (referred to

as Law No. 21/1992).

AN OVERVIEW OF SHIPPING AND ITS
~ REGULATION IN INDONESIA

Today, the government develops
national laws and regulations concerning
the delivery so that they can obtain

favorable economic results in accordance
yith national considerations. The effi-
signcy has been achieved through a

ation System
ortation System
an organised
tion arrange-
| sea and air
ict with each
districis in the
onal borders.
yrtified -~ maritime
crucial element and
_n the national
A. The priority given
Jearfsportation is in part
plained by Indonesia’s archipelagic
circumstances, and its ever-increasing
population which puts considerable
pressure on other forms of transport.

_.sions of which have been incorporated.in .. .

its national regulations.

Indonesia possessing more coastline
than any other country in the world, and
with an ever-growing population of over
214 million people, Indonesia must be
informed of the legal issues surrounding
the use and exploitation of the seas.

9 Ibid, the Maritime advocate.com

The Development of Indonesia’s
Maritime Sector

Transportation, in particular by sea,
plays a crucial role in the development of
the economy and the government's
efforts to maintain economic and political

integration of the wide-spread regions.

10 Article 28 of The Presidential Decree of Republic of Indonesia No. 188/1998 on the Procedure of
Legal Draft Preparation states that: "The agreement of matters in arranging legal drafts applies also
to the arrangement of Presidential Decrees Government Decrees, and other regulation.
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Shipping accounts for about 27% of
Indonesia’s total cargo  traffic.!’ The
major part of inter-island cargo traffic is
almost entirely carried -out by sea.
Indone__sla has more than 300 "ports of
various sizes classified as natior
export ports, special ports and rurarl ports
The development of the Maritin
gained a foothold more than sixty years
ago since the proclamation of Indonesian
Independence on 17t August"1945 12
According to the World Bank repert {

weaknesses in
portation - sector and
remedial measures. Fifteen task forces
were formed to study various aspects of
the country’s maritime transportation

.._sé_ctor-_,' : y
management, port operations, shipping .=

the maritime trans-
to advise on

“such - as - administration and

industry, maritime legislation and human
resources and labour
requirements. Some of the studies have
been completed and have resulted in
specific target programs.

annual average growth rates of T 5% for

international cargo flows and 13% for A
IndoneSIan

domestic cargoes.!® The -
government is continually develog
ports due to increasing deman |

~ competition with
businesses.' :
The governmen

Maritime Sector D
(MSDP) in 1982. }

major
opE tlonal

IRdonesia’s mariiime sector faces a
number of problems. To address these
problems, the MSDP called for a series of
organisational, structural and
reforms. As inter-island
and port development are the
of government concern,
ds and expertise have
rds such activities in

ows the prominent

designed to a jon in comparison
ortation.
Table 2.0: t (1995- 2000)
Year
' Air
1995 25,874,960
1996 4 27,803,935
1997 : 50,891,806 26,835,764
1998 1,666,341 185,150,586 51,553,476 16,160,270
1999 1,336,628 186,469,269 46,050,000 13,797,015
_ 'éo'cjb' A T e e ”'1','493;656 "zdoj‘sé,d{dw' 47647522 [ __12‘_380’45_4 A k.
Average growth Rate (%) -0.96% +7.46% -2.21% -12.62%

Source: Ministiy of Communication/Pusdatin, 1999

" The National Maritime Profile, 1996, p.iii.
12 The National Maritime Profile.

'3 Umar M Husseyn, Hukum Maritim dan Masalah-Masalah Pelayaran di Indonesia, Buku ke-3,

Pustaka Sinar Harapan, Jakarta, 2001, p. 173.

% The National Indonesian Shipping Company (PT.PELNI), Annual Report, Jakarta, 1999, p. 8.
5 Umar M. Husseyn, Masalah Pembangunan dan Penegakan Hukum Kelautan di Indonesia, Seminar

Hukum Nasional, 16 Juli, 2003.
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Accofding to the Indonesian National

Shipowners Association (INSA); itis likely
that the country’s shipping industry -will -
grow: around 20% during 2013 due to the_
country's good economic performance L

' ew ships. Indonesia’s geographical characteristics -
are very difficult and as a consequence, . - .

In 2013 there were 560
in the Indonesian shlppln
which - had increased
Indonesian flagged ships to- 12 600

With this fleet, the -

markets. One factor contribqt}ng _t_o_.the:--__
Indonesian shipping is the government's -
implementation of the cabotage: prlncnple.__;; JOI

which means that all vessels operating
Indonesian waters must be domestica
owned. The increasing : nt
national flagged vessels
maritime transportation ag,
of cargo delivered by ¥
indicate the benefit ge
there are exceptiong
because of the
companies to providg
advanced facilities a
for sophisticated acti
drilling and producti
shipping industry suff
the downturn during 2
reason was the overcap
from the downturn (OSK 2@#2 o
INSA predicted growth for th settonth

health of the global economy is still very
fragile, and in the most shipping markets
the situation is still unpredictable (Jati
2012). However, Indonesia’s growing

—.economy -has attracted foreign shippers .

to cooperate with local shipowners.
International joint ventures are expected
fo emerge between those shipping

the. numbe of - _
. seaports..
lndones;an 1
sh:ppers were expected to be able fto?_

of & - almost evenly between the domestlc and

companies in 2013 (Osman 2012). One of
the key issues regarding the growth of the
Indonesian maritime sector is invest-
ments in- port infrastructure, including
road’ and - rail = links: (BMI 2012).

the  nation has -approximately 1,700
The - total throughout the -
country’s port sector was estimated at -
968 million tonnes in 2009, which splits

operatlonal performance of IndoneS|as
P rt sector and low level of investments in
-infrastructure are major challenges
ttes®gector (OECD 2012)."7

,a merchant shipping
2.6 million dwt.'®
implemented a
,for ships over
th the intention
ment number
1o exceed the

shipping was
ng lines on the
¥ it was in many

rnatlona! trade and shipping.

In overseas shipping, most of the
Indonesian national lines are members of
liner conferences and enjoy an exclusive
pnw[ege B [« oarrymg - cargo.
conferences. The government has
ratified the UN Convention on a Code of

6 Akseli Jouttenus, Indonesia, continually growing and developing, maritime sector, Maritime sector
developments in the global markets, Smart Comp Research Report No 3, October 2013, 4.4, access

2 Dec 2015.
17 Ibid.

8 Directorate General of Sea Communication, Department of Communication, Republic of Indonesia,

Port Affairs, Working Paper, 2001, p.24.
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Conduct for Liner - Conferences.®
However, until now, no legislative or other
measures have been taken to implement
the Convention. In 1985 the government
mvoked a cargo reservatacm pohcy on all
cargoes - practic

In April 1985 the governmen S
a  Presidential Decree (No 4) that
mcludes general policies in the___ d-

to a greater 'dé'pén'c'iency on fdréig_n
shipping that may in the long run affect
the nation’s economy: -

Government Initiatives to Challenges
In the effort to develop maritime

-pohcy and enhance the shipping industry )
Sea .

the  Directorate = General of :
Communication undertook a study which

identified the following issues as of

specific interest to the government and
which required foreign or international
assistance as:?!

maritime transportation and import- and
export procedures.2’ The decree ‘was

aimed at promoting economic activities in A
general and the boostmg of non—OII

commodity  exports
- declining trend in oil prices i
The decree also introduc
changes in import and ex
inter-island shippi
shipping, handling
documents and shj
port operations infg
the decree '
protectionist ou
policies with regal
and offered trade
shipping their cargoi
Foreign vessel
almost all Indonesia
national  shipping
appointed as agents
affected the operatiofs., 0f- -
conferences serving the Indonesian
foreign trade, including the national line
members of the conferences. There is a

(&

general concern that the policy could lead

e there was a need to have a study in the

Indonesian/International sea-borne
~trade, in particular with respect to the
. role of international shipping in the
~géuntry’s foreign trade;

was a need to conduct a series
ars and workshops
the various international
ated fo maritime
e Code of Conduct
es, transport of
and multimodal

for a critical
that influenced
aritime industry

ater Transportation
sian Government

f w0,  82/1999 plays a
sugnn‘"cant role in the implementation of
the Navigation Law (No.21/1992). This
regulation provides direction for all parties
who are involved in shipping activities.??

9 Article 2 participation in trade, point 4a,b. The group of national shipping lien of two countries the
foreign. Trade between which is carried by the conference shall have equal rights to participate in
the freight and volume of traffic generated by their mutual foreign trade and carried by the
conference; (b) Third-country shipping lines, if any, shall have the right to acquire a significant part,
such as 20 per cent, in the freight and volume of traffic generated by that trade.

20 MUmar M. Husseyn,

21 [bid.

*Hukum Maritim dan Masalah-masalah Pelayaran di Indonesia”, Buku 2,
Jakarta: Pustaka Sinar Harapan, 2001, p. 123.

22 Note paragraphs (a) and (b) in the Preamble to the Indonesian Government Regulation No 82/1999:
“(The water transportation system also serves a strategic function to ensure the implementation of
Wawasan Nusantara, strengthening of the national defence, and to accelerate connections to all
Indonesian communities in an effort to obtain national goals, and this also serves as an effort to
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- Since water transportatlon is an-lntegral
part of the Indonesian - demestlc__ Stringent government  policies are
transportatlon system, the Govern '

water :
beca_use it is important- ‘tc

boister nahonal integrity ahd de
security.

“deciding the fares for wa

managed water transportation system.

~ enforced to ensure that shipping

entrepreneurs who abuse the law are
punished accordingly. For instance, their
permit to operate a shipping business in
Indonesia may be cancelled.

transportat:on

legal  framework ~ for shipping

- the Transportation and Communications |
piY Department remain in force, as long as

‘Regulation No. 82/1999 provided a =~

~ entrepreneurs.24 Ministerial Decrees from = =

determlnlng what const:tutes wa’ter__ notamended bythe new law covering the
transportation activities; - Water Transportation regulation. 254t 8is
establishing the mfrastructure and"f_ :restmg to note that as different
navigable routes for water transpo .__.depattmpents come under the
tation; : & nment the effect of Ministerial

alimiled to specific duties. For
, Iransportation  and
dapartment oversees
fares and their

portation; _
providing specialised
services for disabled p
providing transporta

cargo e.g. Regulation No.

ammunition; : unctions and
obliging shipping # ansportation
passengers/carg territories

agreed contract;
ensuring the ship’
responsibility to

Indonesian
es, = boosting

damage or injury to cd d the need to
establishing that the ship* athas.—imp) nei regulation as a
a duty to report the locs S pre i lementation of the
ship to the appropriate p _ 1/1992

another vessel in the vicinity: : s implementation of Regulation
managing domestic merchant fleets. No 82/1999 depends on four laws.

Primar of these laws is Article 5, Section
The ten sub-regulations mentioned (2) of the 1945 Indonesian Constitution,

_above create an integrated and well- which states that “The President of the =

23
24

25

increase business income so as to enlarge the national economy. Based on considerations noted in
paragraph (a) and for the implementation of Law No. 21/1992, the Indonesian government will
consider the establishment of the regulation.)

Ibid.

Note paragraph (d) in the Preamble to the Indonesian Law No. 21/1992 concerning Navigation: “(In
the provision of legal aid services in accordance with transportation business activities, the
Indonesian government considered the establishment of a national act in the field of sea
transportation. The circumstances of this regulation, that is still in effect today, are not sufficient for
the recovery of business at this time).

Article 96, The Indonesian Government Regulation No. 82/1999, (On the date the government
regulation becomes effective all regulations which are subordinate to the Ministerial Decree are still
valid as long as the subordinate regulation does not contradict with the Ministerial Decree.)
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Republic of Indonesia shall determ

government regulations necessary to
implement statutes”. Further ena
comes from Law No. 17/1985, the State
Gazette of the Republic of ._IndoneS|a
No.76/1985, and the Supplem' )

State Gazette No. 331¢
ratlﬁcat:on of the United |
Convention on The Law of the: Sea The

Navigation Law No. 21, the State Gazette
of the Republic of IndoneS|a No 98/1992

domestic :1rahép0rtatidri'-'needs, including

the carriage of domestic passengers,

goods and animals from vessel to vessel,

and the embarking and disembarking at

ports located in Indonesian islands, and

offshore. transportatlon 28 Domestic

“shipping companies manage domestic )
sea transportation activities and ships are -
allowed to sail only under the Indones:an-_

flag.
There are specific conditions for

foreign ship companies, such as
ifti he ituti n ships

|mpiementat|on of Regulatlon. No totransprtcargofordomesticdemand in
82/1999, as is Law - No:. 6/1996

certain periods.?® Such periods occur with
concerning the Indonesian Archlpelago the celebration of Ramadhan, Christmas
the State Gazette of the: Repubhc“- i \and New Year holidays. As a result, it is
Indonesia No. 78/1996, policy to assign foreign
Supplement to the State t these times to cater for the
3647. ing industry.3°
meet the increased
uring these festive
ent has allocated
s, inspections and
ain the capacity
fite the increased
¢ government has
ntrepreneurs to
ta concerning the
hipping capacity

related to the [dyr
transportation,
with business
shipping activities

Domestic and Intel
portation

The most impo
domestic transportation

s meets the demands
the total amount of

swm DRARMA - WASPADA

%6 Chapter One: General; Chapter Two: Legal Framework of the Waters Transportation Regulation;
Chapter Three: Water Transportation Business; Chapter Four: Sea Transportation Business;
Chapter Five: Networking and Routes of Water Transportation: Chapter Six: The Sea Transport
Tariff; Chapter Seven: Transportation Service for Disabled Passengers; Chapter Eight: Transport of

Special and Dangerous Goods; Chapter Nine: The Obligation for Carrying; Chapter Ten: The |

" Responsibility of Ownership; Chapter Eleven: Water Transportation Information Systems.

27 Articles 3 to 10, PP. N0.82/1999, state that (a.) The operation of domestic shipping business is to
be managed by national shipping companies using ships with Indonesia flags that are in a seaworthy
condition with a minimum size of G.T. 5000; (b.) National shipping companies and foreign
companies could be made co-operative corporations in joint venture agreements; and (c.) The
Foreign shipping companies that have activities carrying goods by sea to and from Indonesian
export ports must be openly represented by an administration office agent.

28 Article 3, Paragraph 1, of PP No. 82/1999, states: (a). “The operation of domestic shipping business
is to be managed by national shipping companies using ship with flying Indonesian flag. (b). To
connect sea ports for Indonesian inter-island traffic in all Indonesian territory.”

29 Article4, Paragraph (1) of PP No 82 / 1999, on Water Transportation.
30 Article 4, Paragraph (3) of PP No. 82/1999, on Water Transportation.

8 Article 6 The Indoneman Ministerial Decree No. KM. 33/2001 on the Practice of foreign vessel
operation.
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. space of a ShIpS capacﬁy fo _
transportatlon the vulnerability of domes—

for domest:c shipping companles

dO!TIES'[[C shlppmg companles Domestic;.__
shipping companies are vulnerablejt big -
foreign shipping companies because
bigger shipping companies can compete :
more effectively due to a better business -
and

infrastructiure _efficient ‘-‘.(‘ththﬂ

tic shipping companies; and the Suppo_rt_

International Trade

undertaken at
Ports; and

+ ships, which are on an international
voyage using -regular and irregular
routes, can load and unload their cargo
at- pubhc ports after being subjected to
quarantlne and lmmlgratlon checks.

-lmmigratlon. an.d quarantine checks

“are necessary to ensure that goods
coming into the country comply with the -
~approved commodity list in order to

eradicate _smuggling of contraband

competitive pricing.

Article 4, Sections 4 and 5 of-":-
specn‘y the_’":_

Regulation No 82/1999,

requirements concerning the operation 0

foreign ships. The requwements_:_are a

following: i

» the charter agreement of t
be made available;

» ships must be re
Indonesian Classifice
determine its size,,§
cargo it can carry;

» foreign shipping
report to the _
nication Departme
are used by industry

 International ~ Shipg
Standards must be mi

The Indonesian Go
stipulated several requ
procedures concerning
shipping activities, which are found in
Articles 6 to 10. These include:

» domestic or foreign shipping com-
panies can carry out

_International

goods.

"‘-- of Shipping Businesses
/ tAticles 8 to 11 classify international
ing businesses into three groups:

ing Companies

pany between an

2ign  entrepreneur

sian law and on

tated in the

No. 2/1995.
must have at

ent Regulation No.
¥ shipping company
erg€as branch office in
appomt a domestic
shlpplng company as a foreign company
agent.®® The Agent must have at least
one ship with 5000 Gross Tonnage (GT
5000).

~ shipping activities;

* ships must sail under the Indonesian
flag and/or under a foreign flag State
such as the Panama flag State;>?

* loading and unloading of cargo can be

Foreign Shipping Company Represen-
tative

The Provisions in Government
Regulation No. 82/1999 requires each

32 Article 92 Status of ships, United Nation Convention on the Law of the Sea, 1982, states “Ships shalll
sail under the flag of one State only and, save in exceptional cases expressly provided for in
international treaties or in this Convention, shall be subject to its exclusive jurisdiction on the high
seas...”

3% BbThe CCH Macquarie Dictionary of Business, Macquarie Library, 1993, p.25, “Agent- a person
authorised to act, or with authority to act in transaction in the course of his/her ordinary business."
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forelgn sh!pplng company to nomtnate a
domestic company as its representatlve
and the domestic company ‘must have a
sustainable  trading operatlon in
Indonesia. The domestic: represen’tatlve
should-have the ability and responsublhty
to facilitate the administrativ
ment for the foreign companies in
national busmesslshlpplng sector. The
company is, however, prohlb_l-i d from
conducting agency activities, '--mcludlng
using space on the forelgn shipping

‘which

“medium

facilities to assist in the establishment of

their businesses.

- The traditional water transportation
busmess is a type of shipping industry,
the - government deliberately
fosters in order to support the small and
level ~ entrepreneurs in
Indonesian  shipping, as well
develop their business in transportation.
Indeed Article 33 Section (1) of the 1945
Indonesian Constitution states that the
economy should be organised as a
common _endeavour based upon the

company'’s ships for domestlc
transport.3 <
General exemptions emst for certaln

categories of operations. For: example
companies in the business of carrying

passengers to cross the. mternatt 2k
border from Batam Island to )
port must not have ship
of less than a minimum
As a result, each e
his or her ship re
Indonesia’s flag c
this exemption,
his or her ship’s
to GT 5000.

Indonesian Citizen
Water Transporta

The most imf
maritime benefit enj
citizens is the opportunity to-
enterprises, for examy
suitable for the con :
businesses usually lie in

:in'terna[
Indonesian waters. The types of vessels

that they use - sailing, traditional
manpower, or motorised - often do not

- conform to any standard size. Conse-

quently the Government is concerned
with the improvement of the sea
capability of entrepreneurs and seamen,
management, mechanics and radio
operators. Besides that, the government
is obliged to set tariffs for port service
transactions as well as to provide

\del

principle of the family system. This
statement indicates that the basis of
Indonesia’'s economic development is
nocracy and co-operation. Prosperity
# for everybody. Therefore, each
esian.citizen is given equal rights in
pportunity for business.
ction (1) of the 1945
jtion, implemented in
ndone5|an Law No.
and Monopolistic
usiness Compe-
listic Regulation.
ggal guarantee of
r everyone in
activities.
with regard to Law
esian Government
ater Transportation,
of measures required to

gpAgﬁffec e traditional shipping
TesSES These include:
e QOperational Area: The area of

traditional shipping operation is in
internal waters;
* Types of companies:

small and

“medium level entrepreneurs can only

manage the traditional
business;

e Size of ships: Traditional shipping
activities will be operated by traditional
sailing vessels, traditional manpower
vessels, or motorised vessels, which

do not conform to the standard size;

shipping

34 Article 10, No. 82/1999 the Indonesian Regulation “Each foreign shipping company that has an
activity to earning good by sea from and to ports in Indonesia’s territory has an obligation to open

representative.”
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~ and L transportation fleet. A specific type of
» The government has an oblrgatron and _ transportation is necessary for rural
responsibility for establr_shmg ‘and - transportation, where borders exist
developing traditional ... sh!pplng between one village and other places in
mdustnes such as in provrdmg caprtal'-_ Indonesia’s territorial waters, and where

: or longer . transportation is scheduled on a regular

perlods of repayment, short c
related . to shipping actWItles
improving human resources,

subsidised port taxes. s

S . well. The meaning of “border crossing” in
- this part is different from the meaning of

. relates to foreign shipping company
:'_.representatlves referred to in Chapter

on water transpodatlon deals: Specn‘lcaliyl. transportation system determmed in this
with the river and lake transportation . ovrelon relates to transportation that
system, and recognises river and Iake__'_.
transportation needs with respect
Indonesia’s geography. This is one of th
types of transportation links thateg
inaccessible areas and:
regencies. River and lake
has been long known i
used by local comni
activities; . thus ie Fcater _ : L by
transportation is fa e . Gaverngher eg magy purposes. One
existing river and lake trégpefiat s fo cop A
many aspects that i Y o horfleringit lages. It also has
 Economics, includifig Hie Renk : fgprder, and has
and enhancement* fority to rural
shipping entreprenet i
contribute to the reX ] _
equitable national econoi Eihais —dgvetopr over, it helps bringing
takes into account th Y. ST At [
needs of small entreprene
communities;*® b rates on this by further outlining the
+ Psychological and political means of following purpose of the Water Trans-
strengthening the nation’s unity and portation System:

hway tracks that have been flooded.
s of. vesseis that they use are

integrity; and » to connect accessible areas which
_» Defence and security are significantin _ have not been developed yet; TS i | B
controlling, inspecting and protecting <« to connect rural areas, which do not
Indonesia’s territories from external have sufficient types of transportation
interference. modes; and
* to connect isolated areas of low
Internal Border Crossing Transpor- commercial value which are unprofit-
tation Fleet able for shipping business, because
Because of geographical conditions, income per capita in this area is
Indonesia needs several types of water considered too low.

35 Article 33, 1945, the Indonesian Constitution states: “...the basis of economic democracy, production
by all for all, under the leadership or control of the members of society. It is prosperity of the
community, which is stressed, not prosperity' of the individual.”
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basis. The type of fleet is very specrflc as gt '

“border crossing” when the discussion -



The focus of p|oneer w_ r trans-
portation is on providing- transportatlon
through regularly scheduled services with
low - tariff burdens, prowd:ng mooth

moblllty for the inhabitants, and as a
oarrier--' of goods Government adml_nls—

sation or SUbSIdy is to pay for the usage

and all

companies that are respon5|ble for he
provision of transport services.

The provisions that
above-mentioned activiti
found in Article 18. The
« the government
- transportation as

Transportation L
appoint the N
or other

« the

usage of operatin
related to pioneer tra

e the total amount of
subsidy that may be giver=t57=tHe
government to entrepreneurs is the
difference between costs paid by the
company with the company's
operational income; and

_'Ilcense

operating costs of - netlonal
shipping companies and other

“shipping business in Indonesia, and to

determine who can be permitted to

‘operate an open shipping business in
Indonesia. In addition, the Articles explain

the requirements to be fulfilled by the

~ entrepreneur, the processes to be carried
“out in order to get a shipping business =
and the different types of
shipping businesses. The government of

Indonesia has the same rights and
obligations as an entrepreneur. '
Artlole 19 states that

only an

Limited Liablllty Company, or a State
Owned Enterprise, or a Local Govern-
ment Enterprise or Cooperative may

..‘. a shipping business. In having a

o mess license they may operate a
JUSTTR ally. Once the business
d it remains valid during
od of the business.

22 explain the
ed to be fulfilled by
e include:
ust have a ship
Flag State as a
g size ought to be
and seventy-five

obliged to submit
_ any alteration of
e company, such as a
grs, or a change in the
e oompany or in the
EST the company’s owners;

» the entrepreneur must have a business

permit issued by the Minister;
* the shipping entrepreneur must be an

expert in the branch of the shipping =

~» the implementation of regulations as
stated in Sections (1), (2), and (3) may
be further elaborated upon by
Ministerial Decree.

Water Transportation Business

The business of waters transportation
is regulated in 41 Articles that are divided
into seven parts. All Articles in this
chapter explain the steps required in
order to be permitted to conduct a

field carried out; and

» the company must operate its business
for at least six months after the
business permit is issued.

Analysis of Water Transport Regu-
lation

The purpose of the Water Transpor-
tation Regulation (The Government
Decree No. 82/1999) is to simplify the
Indonesian sea transportation system.
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geographical conditions that are quite
dlfflcult to compare with those of other_

and Malaysua These partlcular conditlcn's'
caused the lndone31an government-toset____f

transportatlon and

island transportation.
The

except for part two. As discussed above
part two relates to sailing by Indonesian

citizens. This part is more:
shlpplng business. ;
All laws must be |mplem'
government decree. The W
portation Regulation was J
because Government
82/1999 had already g
However, some watg
activities are still not
government has
appropriate decree
stances have not all®
application of somey
regulations as had beert
This is seen partict
circumstances in part twG
Indonesian Government wi
more attention to the s
business category in order {C™iFprt

their activities. Also several policies were'

issued in order to help small business
groups in shipping, such as limiting the

size of ship’s capacity to GT 7 only. In

especna_lly wa r:'.__

transportation that is conducted fOI"I er-
: - = several

regulations that have been_}'

stlpulated in part one through part ﬂve-ﬁ-

mclmed-‘"-‘_ _
towards the regulation of the small-"f- 7

a way to provide more subsidies to small
shipping companies to help them. The
decrease or increase of fuel price is a
problem for the small business groups

~ because all shipping companies are

dependent on fuel asa propellant
‘A number - of weaknesses of

Government Decree No. 82/1999 can be ~ =

- identified. These include:
regulations could not be -
implemented, as they have not been '

enebled by direction;

regulations of similar substance, such
as - ownership responsibility (Chapter
7%, Article 92). There is merely some
" lon of responsibility, provided
any limitations on such

¥%. The circumstances will
changes to unfair
es or business
g related to the
gity to provide

regard to the
ransportation
e did mention
en clear”, yet
arification. In
as Article 36
e clarifications;

¥ the establishment
ses in every single
shipping company,
medium and small business) are
similar.

Currently, the Indonesian Shipping |

fact,
government policies is also necessary for
medium level businesses due to the high
risk involved and the amounts of finance,
as well as the need for specific
qualifications in human resources.®

In addition the government must find

the extension of help through

‘Laws are being reformed and improved.

These developments may be regarded as
an excellent policy, responding to both

national and international market
demands.

It remains doubtful as to whether
newly adopted regulations could

% The Department of Communication and Telecommunication. Operation System of National Sea
Transportation and its Problems, Working paper, Sea Transpot, Jakarta, 2000, p. 12, states: “Due
to the lack of capital, national shipping industries are unable to develop their fleet that pushes them

to operate inadequate vessels.”
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satlsfactorlly keep up to date w1th the
current modernisation of shlppmg servnce
activities.© However, no: regulatlon

perfect ‘and complete, and none: can
satlsfy all parties’ interests: Neverthe!ess
the new Indonesian Law governmg
shlppmg industries are pr_' ) '

implementation of new regutatlons can
affect several interests and. busmess

activities. Particularly, some - users_ such

 public and private

services. :
Harly Hllllard senlor master ofa Shlp

‘working. " for: - the " Indonesian Sea

Transportahon Companies, states:

- The shipping industry is a complex

. activity which concerns science and

~technology and also involves several

_ elaborate on these simple words, the

shipping products comprise human

resource as well as ship and pier
components that in turn produce
“ service transportation products in the

as entrepreneurs assert that new

regulations operate contrary to their

business activities and prove to be « Of'less R
benefit to them. An example is the/ }

lmplementat:on of route networkm

regular route services
irregular route services
regard to Domestic
Article 64, Section
of PP No. 82/1%
portation system)/a
states that the
should be cond
purpose being to
centres of accum
Articles 65 stateg
and domestic se
mentioned in Article<:B
determined in accor
following considerations :
» the development of “ted
- industry and tourism;
 the development of regional temtory,
* the harmony within intra modal
transportation; and
~ e+ the phenomenon of national umty

Taking into account both regulations,
a definitive statement would agree that a
sea ftransportation service very much
depends on time schedules. Indeed, the
observation of punctuality in keeping to
time schedules should produce excellent

form of a “SCHEDULE”. These
shipping products may differ without
determining the exact schedules for
- them. Nevertheless, it is improbable
the shipping industry would
e excellent products were their
to be scheduled by
is. They might determine
t entities for their own

ry in alliance with
ot been able to
fgpment of “joint
g business. The
f'certain mandatory
pW only 3%) on
s#llows domestic ship
r opportunltxes to carry

marketable ‘schedule”.

eree 0l cooperation between the
port administrator on the one hand and
the shipping entrepreneurs on the other
is the main problem preventing shipping
entrepreneurs from being able to arrange

~gfficient-andattractive ‘schedules:~The

position of both parties appears
uncompromising as neither of the parties
is willing to move from the opinion they
hold to.

However, it is normal for entre-
preneurs not to expect reform of previous
regulations that provided some benefit to

37 Hilliard, Capt. Hérry, Marine Development Policy, Working Paper, Port Policy Mission in Supporting
Sea Power Development, Jakarta: National Seminars, Alumna Maritime Academy, 21-22 November,

2000, p.6.
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interests. To :



~ them. In contrast itis quite dlfF cult f

important for the government to decide

shipping,

certain isolated areas and :
may be developed to provi
opportunity to enhance
economic growth.
However, as a resj
ment's reinforcement,
support the inland tr
the economic aver
grown to 12.79% __
statistical data (1%
Telecommunication Stg
Communication  An

cation).
The main intention in re
affairs is to provide

suitable port arrangements @
the port's function, and also
more efficient operations.?® At this time a
simple system, maintained by users, and
the more complex system coexist.®® In

135 ',. Vitels

government to satisfy every smgle__
entrepreneur’s interest. In addttlon-'lt_;_ns _

on the timing of the issuance of new
regulations in consideration of '-domestlc_._:

boosted by the deveiopment of a: natlonal' '
water transportatlon system As stated lng'
e e Water Transportation, several obstacles

such as river transportatlon and ploneer__

can also function ‘as sea
transport by serving remote, isolated and g
less developed regions. A particular ..
existing route and its connections 0%

public port areas entrepreneurs and

authority to manage port activities. This -
dichotomy within the public port authority
still remains, ‘and not only makes the
service procedures less efficient, but also
provides indications that the public port
management is - in disarray. The
Indonesian government realises that in

. such circumstances it must search foran =~
- effective solution with immediate effect. -
Despite the Indonesian Government . -

Regulation PP No. 82/1999 concerning - "

partlcuiarly the substance of Article 3.
Paragraph (1) that states that the
mestlc sea transportation activities to
act sea ports for Indonesian inter-
§ traffic in all Indonesian territories
tucted by national shipping
ships under the

4, Paragraph (1)
ps under foreign
uring certain
for example,
e insufficient

pvenment allows
¥ by national
be used as

pecity on the part of national ships, and
determmes this by inspection and
evaluation of the amount and types of
ships needed, and for what periods of
time.

customers still face various bureaucratic
impediments. Official institutions, such as
the P.T. PELINDO group, have the
authority to operate a port’s technical
organisation working units in accordance
with their duty to provide services for
ships’ traffic, passengers and cargoes. It
is the Port Administrator who has the

39 Umar M. Husseyn, op.cit., p. 101.
20 [bid. p. 102.

R -

in Indonesian waters was based on the
“back-to-back charter” system, where the
foreign ship’'s owner conducts the
operation.*® The national merchant fleets
still face challenges. Statistical data for
1998 shows that the national fleet has the
capacity to obtain market share of

38 Article 2 Section (2) PP No. 69/2001, the explanation.
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approximately 3.52% for import activities
and 96.48% for export activities. Foreign
shlppmg ccompanies still enjoy the lion's
share of import cargoes. Also, 46. 90% of
mterlsland cargo is by natlonal shlpplng

cargoes al

PORT BUILDING

ha_s_ shown more

com-m_lstm-e K

charges.  State-owned ' Cdﬁlpéhles
Pelindo and Terminal Peti ‘Kemas are

cooperating in order to standardlze

charges starting from 2014 (OSK
One major improvement in port ¢
~ is the expansion of the Indon

expected to comme
operations in 2014 wj
million 20-foot equiy
2012) Accordingsg
Indonesia’s port sgt
more private sg
improve the en
(OECD  2012).
:mprovement is to'
cruise ship activit
overcome include ind
facilities, security and<®
ports. (Jakarta Post 204
around 200 shipyards "
centered in Batam in
Tanggamus in Lampung; and Lamongan
in East Java. Country’s shipbuilding
industry’s annual capacity has reached
800 000 DWT for ship production and 10

allowances, it is unlikely that the industry
will hit the set targets in the near future.
For instance, the sh[pbundlng sector
suffers from relatively high production
costs in relation to its competitors in the

__other Asian countries such as Vietnam _
and China. (Wee 2013) Piracy is alsoone
of the challenges of the Indonesian
maritime ‘sector. At the global level the = -

number of pirate attacks has been
decreasing, but the conditions concerning
piracy in Indonesia have not improved.

are generally not as dangerous as those

4 occurring in regions elsewhere. There are
very rarely serious cases where firearms

are-psed and major injuries occur. (Putri,
= ensuceso & Winata 2013).
s, the Indonesian maritime
growth through the past
Hy.there are other sectors
ectronics, food and

velop the ship
ithe country (IME
time, the CBR
antage of the fact
aritime  sector is
; in many different
© policy, fisheries, port
@ management, and
hipyards. For instance,
innish Konecranes recently won
record order of over EUR 100 millionfor
container handling equipment from
Indonesian terminal operator

(Konecranes 2013).4%

million DWT for ship repairs. The
Indonesian government has set a goal to
develop larger vessels, up to 70 000
DWT, particularly tankers, by 2015, which
would help grow the shipbuilding industry.
Even though government has given
incentives as government-paid import
duties for component purchases and tax

41 Sea Trarispot,op.cit., p. 48.
42 Op.Cit, Smart Comp Research Report.

CONCLUSION

Although politics has a dominant role
in the shipping industry, particularly for
transportation  systems and  port
management, does not mean the political
environment has played an important role
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in sh:ppmg de\)elopment T'he:" esta -sh{ |

ment of ports and the development of sea

transportation progressed regardless__of

national . developments . towards

|mproved ‘political system. Fear for the'_
disintegration of the nation has: -become___;’

an important issue lately, res

increased interference by external ;forces;-__

in Indonesia’s sovereignty.: By coneen-
trating more attention on :indonesian
Navigation Laws and Govemment}'

Regulations, several regu]atlons revealﬁ_-

some pnrf managemen

activities operating under Iocai govern--__

ment authority. Article 7 - Law No

22/1999. Section (1) states:

o “The Authority of the Loc""” if

Government includes the authonty i
“all government adr
activities, except for the.
Foreign Political Policy
Security, Judlcature
Fiscal, and Religio
authority; and.*3
+ “The intended
authority” as in t
includes  other _
responsibilities fo

for the balancing o
finances, state adminis
state of economic instit

resources utilisation, high technology

strategies as well as conservation and
nationai standardization..

‘The hando_ver_of central government
power to the local government is
regarded. as. excellent policy. Local

government hopes to gain benefits from = *

. the central governmentand its enactment
- of international agreements. The core of =
the matter is the recognition of a local *
_governments capability to manage its

of the nation, the development of regional
income, and the creation of new
o‘rtunities of business for local
"-=- ts. It may be the local govern-

er the situation
and its natural
well as the

set up well
ime provisions
pther articles.
% confusion for
ose users who
this regulation.
planatory parts of
ot clear in giving
as to the intention

43 Article 7, Paragraph (1), Chapter FV, Law No. 22/1999. /bid, Paragraph (2).
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