2) Regional Forecast

The numbers of passenger at commercial ports by international travel and domestic travel
is estimated using the correlation between the past passenger volume records(from 1988 to
1995) in cach region and GRDP over the same period in the same area, time trend analysis
or the average of the past data. (The same methods are employed in the domestic cargo
volume forecast at commercial ports.) The number of passenger at commercial ports for

international travel and domestic travel_for scenario 1 and 2 in alternative-3 is shown in
Tables 3.6.2.26 and 3.6._2.29.

3) National Forecast

The number of passenger at commercial ports in all Indonesia is forecast using the
correlation between GDP and the past passenger volume record at IPC Ports. The result of
the forecast is shown in Table 3.6.2.30.

4) Number of Passenger at Commercial Ports

There is no large difference between the result of the regional forecast at commercial
ports in 2) and the result 3). Therefore, the passenger volume is estimated from the result 2).

The number of passengers at éommerciai ports in the target yéar in each province is
calculated by the share of GRDP in the target years in each province, namely, the number of
estimated passenger in each region is distributed to each province by the share of GRDP of
each province in the region. The result of the calculation for scenario 1 and 2 in
Alternative-3 are shown from Table 3.6.2.31 to 3.6.2. 34 (Sce from Table A3.6.2. 26 to
Table A3.6.2. 33)

5) Number of Passenger at Non-commercial Ports

Number of passenger at public non-commercial ports in each region in the target years is
estimated by the following procedure:
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Table 3.6.2.28 Number of Domestic Travel Passenger

(Alternative 3, Sconario 1)

(Unit:Million persons)

Year 2003 2008 2018
Get on  |Sumalera 2.1 3.7 9.8
Jawa 1.6 2,2 5.0
Kalimantan 1.5 2.2 5.4
Sulawesi 1.2 1.3 1.4
Others 2.2 3.2 7.9
Total 8.8 12.5 29.4
Get off  {Sumatera 2.1 3.2 8.2
Jawa i.8 2.6 6.6
Kalimantan 1.2 1.6 3.6
Sulawesi 1.0 1.0 1.1
{Others 1.8 2.6 - 6.1
Total 8.0 i1.1 25.5
Table 3.6.2.29 Number of Domestic Travel Passenger
{Alternative 3, Scenario 2) _
(Unit:Million persons)
Year 2003 2008 2018
Get on  |Sumatera 2.5 4.2 12.1
Jawa 1.6 2.0 4.4
Kalimantan 1.6 2.6 7.3
Sulawesi 1.2 1.3 1.4
Others 2.2 3.3 8.3
Total 9.0 13.3 33.4
Get off  {Sumatera 2.3 3.6 10.1
Jawa 1.8 2.5 5.7
Kalimantan 1.3 1.8 4.7
Sulawesi i.0 1.0 1.1
Others 1.9 2.7 - b.b
Total 8.2 ~11.6 28.0
Table 3.6.2.30 Total Number of Passenger at IPC ports
© in the Target Years . ‘ : : o
: (Unit:Million persons)
Year 2003 2008 2018
Alternative—1 24.2 39,7 - 83.9
Alternative—2 19.2 31.1 © 64,2
Alternative—3 20.7 32.6
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(DThe number of passengers at non-commercial ports(including special ports) for domestic
travel in each region in the target years is estimated using correlation between the past
data of number of passengers at non-commercial ports(from 1988 to 1995} and population
in the same area over the same period.

@Number of passengeré at special ports in each region in the target years is estimated using
the ratio betw'e_en the number of passengers at special ports and the number of passengers
at non-commercial public ports.

(3Number of passenger at non-commercial public ports in each region in the target years is
calculated by deducting the estimated number of passenger at special ports(Result of @)
from the estimated number of passeng,er at non- commercial ports(Result of (D).

Part of statistic data for number of passengers at non-commercial public ports in 1995, which
was prepared by DG%C is not distinguish between public ports and special port. Therefore, it
1s assumed that the special ports account for 50% of total passengers at non-commercial ports
in those parts. '

The number of passengers at non-commercial ports in the target yeai’s in each province is
distributed by the rate of the estimated population in each province. '
Result of the estimation is shown in Table 3.6.2.35.

3.6.3 Sensitivity Analysis

Indonesia is still in the midst of an economic crisis, and thus the growth rate of GDP will
likely be unstable for the next few ycars. Accordingly, the study team conducted a sensitivity

analysis for the demand forecast as follows.

Alternative-2 is the lowest case of economic growih of the three alternatives, in which the
growth rate of GDP in 1998 is assumed at ~5.4%. In the sensitivity analysis, the study team
~ assumed an even lower growth case, namely, where this value is —14.2%. In addition, regarding
“the growth rate of GDP in the recovery stage from the economic crisis, the study team analyzed
~ three alternative cases. (Sensitivity-1, 2 and 3)

The g growth rate of GDP is shown in Table 3.6.3. 1, and estimated GDP from 1994 to 2018 is
shown in Figure 3.6.3.1.
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Table 3.6.2.35 Number of Passengers at Non-Commercial Ports

Province Ratioof 1 553 2008 2018
Population

ACER | 009]  715,033]  919.222] 1,255,402
SUMATERA UTARA 026] 1,958,036 2,517,182] 3,437,773
SUMATERA BARAT 0.00] 7594320 976,299 1,333,354
RIAU 040 785,601 1,009.941] 1,379,299
JAMBI 0.06| 470376  604,698] 825,850
SUMATERA SELATAN 0.18| 1,366,207| 1,756,348 2,398,685
BENGKULU 0.04| 284984 366,366 500354
LAMPUNG 0.16] 1210441 1,556,101 2,125,202
TOTAL [.00] 7,550,110 _0,706,155] 13,255,919
DAERAH JAKARTA 008] 51,691 66,815 - 93,605
JAWABARAT 035\ 222212 287,228| 402,395
JAWA TENGAH 024 152204 - 196,736] 275,620
DABRAH YOGYAKARTA 002 139910 1808s] 25336
JAWA TIMUR 028| 174416 225447] . 315,842
BALI 002 15007 19308 - 27.176
TOTAL .00 629,522] _ 813,709] 1,139,074
KALIMANTAN BARAT 033 87,549]  106,449] - 139,326
KALIMANTAN TENGAH o.16| 41309 502270  65741]
KALIMANTAN SELATAN 026 68885 83,756 109,605
KALIMANTAN TIMUR 024 63622 - 77,357 101,250
TOTAL 100 __261,366] _ 317,790] 4159042
SULAWEST UTARA 0.19] 708,046 874,124 1,143,190
SULAWESI TENGAH 0.15| 567,733  700899] 916,644
SULAWESI TENGGARA 0.13| 482,079  595,154] 778350
SULAWESI SELATAN 0.54] 2,058386] 2,541,198] 3,323,409
TOTAL . L.00] 3,816,244] 4,711,375] 6,161,503
NUSATENGGARA BARA| 029]  958,496| 1,219,537] 1,696,740
NUSATENGGARA TIMUK 029|  951,460| 1,210,584 1,684,284
TIMOR TIMUR 007 229381] 291,852 406,053
MALUKU 0.18]  580,784| - 738,956 1,028,100
IRIANJAYA 0.08] 581,631  740,034] 1,029,600]
TOTAL 1.00] 3,301,752 4,200,064 5,844,794
GRAND TOTAL 15,558,993 36,818,222
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Table 3.6.3.1

The growth rate of GDP in Sensitivity Cases

{Unit: %)

Year Alternative-2 Sensitivity-1 Sensitivity-2 Sensitivity-3
1997 5.8 5.8 58 5.8
1998 -5.4 =14.2 -14.2 -14.2
1999 0.0 -0.9 0.0 0.0
2000 | 0.0 0.0 Y Y
2001 6.0 3.0 0.0 10.0
2002 6.0 3.0 6.0 10,0
. 2003 - 0.0 3.0 6.0 10.0
2004 7.1 _ 3.0 - 6.0 10.0
2003 71 7.1 7.1 7.1
2006 714 7.1 _ 7.1 7.1
2007 7.1 7.1 RIE 71
2003 1.1 7.1 7.1 7.1
2009 . 18] - 1.8 7.8 18
- 2010 R 7.8 7.8 7.8
2011 1.8 1.8 738 7.8
- 2012 18 78 7.8 7.8
- 2013 ' .18 73 78 7.8
. 2014 8.7 8.7 8.7 8.7
. 2015 8.7 - 8.7 8.7 8.7
o 2016 a 8.7 8.7 87 8.7
2017 37 _ 8.7 8.7 . 37
2018 8.7 _ 8.7 8.7 8.7

In each sensitivity case, the foreign and domestic cargo volume, and the numbers of
passenger for domestic travel are forecast by using the correlation between GDP and the past
Cargo volume and between GDP and the past passenger volume. The ratios of the volume of
cargo and passenger in each sensmwty case to that in Alternative-2 are shown in Table 3. 6.3.2.
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Table 3.6.3.2 Ratios of the Volume of Cargo/Passenger
in Sensitivity Cases to that in Alternative-2

(GDP)

Year {Alternative-2| Sensitivity-1| Sensitivity-2 | Sensitivity-3
2003 100% 77% 91% 101%
2008 100% 74% 90% 104%
2018 100% 74% 90% 104%

(Export Cargo)
Year |Alternative-2| Sensitivity-1| Sensitivity-2 | Sensitivity-3

2003 100% 62% 84% 102%
2008 100% 64% 85% 106%
2018 100% 71% 88% 105%

(Import Cargo)
Year |Alternative-2| Sensitivity-1| Sensitivity-2 | Sensitivity-3
2003 - 100% 65% 86% 102%
2008 100% 66% 86% 105%
2018 100% 1% 88% 105%
(Domestic Cargo)

Year |Alternative-2| Sensitivity-1| Sensitivity-2 | Sensitivity-3
2003 100% 73% 89% 102%
2008 100% 71% 88% 105%
2018 100% 73% . 89% 104%

(Passenger for Domestic Travel)

Year |Alternative-2| Sensitivity-1| Sensitivity-2 | Sensitivity-3
- 2003 100% 67% - 86% 102%
2008 . 100% 67% 87% 105%
2018 100% 72% 89% 105%
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Chapter4 FABRIC OF THE PORT DEVELOPMENT STRATEGY
4.1 Recent Trend Surrounding Ports

(1) High potentiality for socio-economic development and the recent severe economic
situation in Indonesia '

It is said that Asia will assert itself as a leading region in the world in the 21st century.
Similar o the remarkable economic development achieved in some other Asian countries,
Indonesia had been also achieving steady economic development. The socio-economic
indices in Indonesia, such as GDP and population; have shown rapid growth. Moreover
Indonesia given its large land area, rich national resources and large population, is one of
the countries with a high potential for development. - '

Since the currency crisis of fast year, Indonesia has been monitored by the IMF.
Indonesian Government announced that GDP growth in 1598 would be approximately -15%.
The unexpected and severe economic situation has resulted in the suspensioﬁ of various
new projects. Now, only ongoing projects and rehabilitation projects are being conducted.
In such a severe situation, Indonesia has to make various efforts to realize a desirable
situation in the 21st century.

(2) Regional disparity in development, especially that between the West and East

In order to keep pace with the other remarkably developing Asian countries, the
Indonesia _Govem_mént has given priority to the economic development of Java and Sumatra.
This has resulted in various kinds of problems, such as excessive concentration of the
population, traffic congestion, énvi_mnmental pollhtion and so on, in the western region. On
the other hand, in the eastern region, although 18% of Indonesia’s population reside there,
public and private investment has been scant, Tt is very important from the viewpoint of
attaining well-balanced national and' regional development to ‘actively promote the
' .development of the eastern region.

~ Manufdcturing is one of the key sectors in this régard. Although . the value of
manufacturing product in proportion to total GRDP is incteasing, it has not been sufficient
1o activate the development of related manufactljring business. And the eastern region’s
“share of GRDP has been consistently lower than that of the western region, remaining at
approximately 10%. If the manufacturing industry, which utilizes regional resources, is
effectively developed, it will have a positive effect on the Indonesian economy as a whole
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and particularly be beneficial for the eastern region,
(3) Age of Global Exchange and Great Competition

GDPs of advanced countries in 2010 are expected to be 1.5 times larger than at present,
On the other hand, in Asian countrieé such as the countries of ASEAN and China, economic
activity has flourished. In 2010 the GDPs of Asian countries are expected to be two or three
times larger than their present levels. Indonesia, in particular, is expected to play an
important role among those countries with a high potential for development in Asia. As
industries begin to work more closcly with one another, volume of cargo and passenger
traffic inside Asia and between Asia and other areas will increase rapidly.

Moreover, among Indonesia and surrounding countries, international economic
cooperation has become active, especially between Indonesia and other ASEAN countries
and Australia. _ ' _ : _

It is important for future socid-economic_development that Indonesia be competitive with
these countries. In particular cargo and passenger traffic between Indonesia and these
countries will become more activated than now. ' '

42 Expected Scenario of National Development

Current national development and various kind of economic activities are concentrated
on Java and Sumatra islands.

On the other hand, as shown in the various national development plans in Indonesia, the
government policy is to achieve. socio-economic development and to rectify regional
disparity, especially between the east and west. However, swift recovery from the economic
crisis shall be considered well. Therefore, it is also necessary to consider the best use of
resources to promote economic development. _ _

In this study, the following scenario can be recommended for future national
development based on the discussion with the authorities of the government and relevant
organizations. |

(a) Judging from the current economic situation of Indonesia, the first prioﬁty of the
government efforts should be placed on economic recovery for at least the next
several years. During this period, various kind of development resources such as
national budget, institutional actions and private sector funds shall be utilized for the
development of Java and other selected arcas where more direct economic impacts
can be expected compared to other areas.
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(b) After the national economy recovers, a long term national policy of realizing well-
balanced nationwide development shall be pursued. During this period, various kinds
of development resources, especially government budget shall be utilized
predominantly for the development of East Indonesta which is a less advanced area.
However, during this period, input efficiency of the development resources will be
lower than in the earlier period.

Figure 4.2,  Assumed Scenario of Development Poiidy in Indonesia

Input of Total Developmeht Resources in Indonesia
(National Budget, National Policy, Institutional

Arrangemém, Private Sector Fund and Others ) _

Total Indonesia

High Potential Areas,
: such as Jawa
' > Qther Aréas

1998 . 2003 2008 2018
' Year

According to the future land development structure, Study team assumed that nationwide
eco_nomib network will be shaped as shdwn in Chapte.r 3,32

“As the basic concept, we consider that network will progress and enlarge as a chain-
' reaction in proportion to the progress of land development. Namely, in the short term, the
network will be mainly well shaped in ‘Jawa - Sumatra’, and in the middle term, it will be
extended toward "‘Jawa - West Kalimantan”, “Jawa - South and East Kalimantan - North
Sulawesi”, “Jawa - South Sulawesi” and “Jawa - Bali - Lombc_)k”. Finally in the long term, it
~will be extended toward the remaining regions. _ |

International tegional economic cooperation with neighboring countries, such as IMT-
GT, IMS-GT, BIMP-EAGA and AIDA, will also influence this network. In order to
promote international economic cooperation, close contact shall be enhanced. In Sumatra
and the eastern part of Indonesia, cooperation with neighboring countries will increase
more and more. As a result, this cooperaﬁon will also contribute to regional development
in those areas. | ‘

v



4.3 Roles of Ports

- Based on the above background, basic roles of ports in this long term port development
strategy are envisaged as follows. '

(1) Suppoerting secio-economic development

Port is a node connecting sea and land transportation and one of the most important
transportation infrastructures which contribute to socio-economic deﬁelopment. in
Indonesia ports play an especially important role, because the tranSportaﬁon of daily goods
and people mainly depends on sea transportation

For instance, Kabupatins, which have public ports in their admmistratwe area, have a
80% share of the total population and GRDP in all Indonesia (See Table 4.3.1, 4.3.2). In
addition, 57% of all domestic cargoes relied on sea transportation during the REPELITAV
period. (Based on P25 of the report “Strateglc Interventions for Planning for
Transportation” prepared by MOC dnd ICAQO in Pebruary 1698)

Tabie 4.3.1 Populationlofthe Port Hinterland
' - (1995, thousand person)

Total Population in Indonesia Population of the local government

arcas where the pubhc ports are  BA
A | located . B
194,755 - 152,236 78.2%

Source : - Prepared by OCD] based on the Kabupatin level population data in BPS .

Table 4.3.2 GRDP of the Port Hinterland
(1995 biltion Rupxah)

Total GRDP in Indonesia - GRDP of the local government| .
: - | where the public ports are located B/A
A|B '
380,833 | 332,779 87.4 %

Source : Prepared by OCDI based on the Kabupatin level GRDP data in BPS

The dependent rate of international trade to the total GDP is about 20%, which is rather .
high among Asian countries (See Figure'A.4.3.1). And almost all the international cargo
‘volume is transported by sea. From the above ‘viewpoints, it can be said' that sea
transportation has played an important role in various kinds of socio—ecbnomi’c activities in
Indonesia. : ' |




Because of the heavy reliance on sea transportation, ports will continue to play quite an
important role in supporting the socio-cconomic development.

(2) Rectifying regional disparity

Insufficient infrastructure is also one of the serious factors which impedes development.
Port infrastructure is particularly vital to Indonesia as the world’s largest archipelago.

The Indonesian government is planning various development projects in order to rectify
the regional disparity. Port is expected to play an important role in supporting these projects,
especially those in the coastal area, because ports provide not only a transportation base but
also an area for industrial activities which in turn provides people with jobs. |

| (3) Surviving in the Age of Global Exchange and Great Competition

Untjl 1986, one shipping company had made calis on Tahjung Priok Port and Tanjung
Perak Port in the North America-Asia Liner Container Route as the first port or last port. At
that time, the cafrying' capacity of the container vessels was about 1,500 TEUs and the
volume of container cargo between North America and Indonesia was big enough to justify
a direct call to Indonesia. |

But in 1986, that route was suspended and the function of Indonesian ports has been
limited to the status-of feeder ports of Singapore port (which enjoyed rapid development
thanks to the government’s commitment to and investment in port development). Recently,
in some countries, such as Thailand, Malaysié and the Philippines large scale container
terminals are being constructed. But Indonesia does not have a sufficient container tefminal,
so even on the Intra Asia Route, fewer and fewer vessels are calling Indonesian ports.

In addition, in Asia various kinds of international economic cooperation are being
planned. To survive in the Age of Global Exchange and Great Competition, Indonesian
" ports, as important gateways, must provide users with world class service and remain
_ competiti_{fe with other Asian ports. -



4.4 Strategy Framework

44,1 Identified Problems

On the basis of observations made on the historical, actual and future trend of the port
administration and development in Indonesia, the most basic and serious problems in cach
field are identified as follows.

(1) Long-term nationwide port development policy

In 1984, DGSC formulated “Maritime Sector Development Program in Indonesia”,
which was the only long-term development policy in the port sector in Indonesia. Although
a port development policy was included in the 25-year Long Term Development Plan and
REPELITA, a nationwide port development policy has not been formulated since then,

Considering the recent drastic changes in port related activities, it is necessary to clarify
the long-term port development policy.

(2) Port development for coping with rapid internationalization

Under the “Maritime Sector Development Program”, the national port' network had been
formed on the basis of the so-called “Gate Way Port Policy” during the early 1980s. After
losing its applicability to actual cargo flow and port functional requlrements in the mid
1980s, when the presidential instruction (INPRES 4/ 1985) was 1ssued the Indonesian ports
have been developed and improved mostly by utilizing various forelgn aids which were
implemented under a lack of consistent development policy. '

As a result, international port function of Indonesia has gradually lost its compeuuve
position among the other advanced ports in Asian countries, pamcularly in terms of
container hub port functzon 1t seems quite unlucky for Indonesia that it has missed a good
chance, mainly due to budgetary constraints, to improve port sector capablllty to catch up
with other Asian ports during the period: On the other hand, it can be said, however, that the
~ current economic crisis has given the government another chancc to restructure the pon
network as a legacy to future generations. |

(3) Role of port development in eliminating regional disparity
With respect to the national and regional development in both PIP 1I and REPELITA VI,

great emphasis is placed on the need for more equitable development such as eliminating
the gap between different regions, between the West and East Indonesia, between Java and



outside Java, between urban and rural areas.

The impact of port development extends to the entire region; in other words, port
development can contribute to regional development. A port development strategy that
supports regional development, will contribute to the national policy of eliminating regional
disparity.

For example, there are vast natural resources in Fast Indonesia, but they have not yet
been developed sufficiently. It is important to develop ports as means to transport necessary
materials for regional development, to carty products from the producing area and to
stimulate development of the related industries. '

(4) Port system

In order for the port development to have a large impact on national and regional
development all over Indonesia, it is very important to identify the role of the respective
ports and to determine the priority for port development. Especially considering the limited
government budget, .port development investment should be prioritized in order to make the
port deveiopment more effective and efficient. |

However, an appropriate port system, which 1s compnsed of the identification of roles of
ports and selection of the strategically important ports, has not yet been determined. [n
order to make the port deveidpment more effective and efficient, appropriate port system
should be established. '

(5) Promoting private sector participation

. The basic policy trend and efforts of the Indonesian government in promoting pri?ate
participation in port sector development are considered appropriate so far. However, the
negativé effects of monopolistic privatization (including possible moral h.azardous factors
in port management and operation) of the gévemment entities into state-owned
compames such as IPCs, PELNI and ASDP are still considered serious mainly due to
various difficulties under the current economic situations of the country as well as a lack of
adequate counter measures taken by the government.

(6) Port administration
- The fundamentals of legal, institutional and administrative system for overall port
development of Indonesia is considered well established in general cxcept for some

~ domains. However; the actual adm_inistrati've practice of DGSC conformable to the
established legal and institutional system is not working well for various reasons including
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absence of unified guidelines for proper application of relevant faws and regulations,
inadequate provision of a clear job description for cach level of personnel, and a lack of
positive incentives under a sectionally orietited organization system.

(7) Port management and operation

1) Conventional terminal ma.nagement at the port of Tanjung Prick

While the terminal operator (TO) system in which shipping companies have their own
sister stevedoring companies assigned to a terminal may be considered convenient and
economical, upgrading of overall productivity of the terminals could not fully be expected
under the system. Because this may discourage free and ﬂex1ble berthing of all calling
vessels which shipping companies do not have their own stevedores at any terminal.

Stevedoring workers are supplied from a labor union through ADPEL-L. This system
often jeopardizes timely and adequate provision of well trained workers for reliable and
stable stevedoring activities. '

2) Container terminal management at the port of Tanjung Priok

Container vessels can use their allocated berthing space on a contract basis according to
fixed weekly berthing plan. Only vessels under contract can berth at the termmal in
principle. This unplles that full utilization of potential capacity of the terminal could not be
expected under the system. ' : :

The CT-I and CT-II are operated directly by IPC-If, and the CT-IiI is operated by a
private terminal operator, nearly half of which stock is held by IPC-1L While the original
objective of privatization by PT.PELINDC was to realize a competitive market oriented
system in port operation business, the current system is not considered successful in this
regard, mainly because these three terminal are not working under full competitive
conditions. ' . '

3) Conventional termmal management at the port of Tanjung Perak
The cargo handling operation at the conventional terminals in the port of Tanjung Perak
is conducted by the private stevedoring companies designated by shippers or consignees.
This system seems to be working well as free entry and competition of private stevedoring
companies, are observed. | o B
Stevedoring workers are supplied from the fabor union through ADPEL-I. This system
“often jeopardizes timely and adequate provision of well trained workers for reliable and
stable stevedoring activities ' I -

4) Container terminal management at the port of Tanjung Perak
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The container terminals ICT-! and ICT-II of this port are generally well operated on a
first come — first serve basis, which is considered appropriate for these terminals. Since
construction of the second trestle bridge has been canceled, the narrow and long shape of
the extended terminal with only one existing trestle bridge attached at its one end may
jeoparziize smooth and efficient transfer of containers. The operating system for a new
combination terminal of ICT-IT and ICT-IIT needs to be critically examined.

5) Procedure of documentation

A “One roof center” system is employed in major ports in Indonesta. But this system is
not a “one window” system, and many users stitl have to visit two or three windows for
document clearance.

An EDI system is employed in the port of T anjung Priok and Tanj ung Perak. The EDI
system of the port of Tanjung Perak is connected with all organizations of [PC-II1 and banks,
but it has not been connected with CIQ offices and other organizations related to maritime
transportation. '

(8) Dfedging

| Among the major Indonesian ports, channel maintenance requirements are considered
critical at the six ports of Belawan, P'alembang, Banjarmasin, Pontianak, Samarinda and
~ Jambi. The total annual maintenance dredging volume and cost of the six ports recorded
9,000,00()_{'03 and 9.8 billion Rupiah in the year of 1997, repfesenting about 71% of the total
dredging volume and cost of all ports.
Under sevgré budget constraints, the initial and maintenance dredging requirements
(reportedly 50,000,000m) of Indonesian ports are not fully satisfied, and maintenance of
sound performance becomes difficult even in the most important ports in Indonesia.

(9) Navigational safety

The present legislation concerning nai.rig,ation safety seems lo be insufficient. The authority
should: foxmulate various important technical standards as amendments to shipping law 21 to
prevent sea accidents in future

In this connection, -additional DGSC duties would be necessary to cope with the present
international standards, and in turn e.xpansion. of the vessel inspection system, expansion of
the search and rescue system, additional installation of navxgationai aids; and revision of
pilotage system would be necessary. :



(10) Bnvironmental consideration to the ports

The rivers polluted by untreated living and industrial discharge are flowing into the sea
from inland areas, which deteriorate the water and soil quality of ports. The EIA procedure
in Indonesia is enforced just before the construction works. It needs to be fully discussed
and reflected in fonﬁulating the port master plan. In the previous EIA reports reviewed in
this study, many items were estimated only qualitatively. For instance, the future traffic
demand of adjacent areas was not sufficiently treated. The EIA Guideline seems to be
insufficient in the aspect of methods or standards for extraction, analysis and evaluation of
the environmental impacts. Also, environmental monitoring system seems to be obscure in
the aspects of obligation and responsibility to implementation; scope and publicity.

(11) Port developraent implementation process policy

In order to make the port development more effective and efficient, a.ppropriate port
development process policy should be established.

(12) Promoting port sector development

Port sector development can not be successfully realized without positive cooperation
with quite wide range of its sub-sectors both in public and private entities including
shippers, shipping lines, stevedores, warehousemen, truckers, forwarders, waterfront
oriented industries and developeré, and many other port related bus'ine_,ss owners. Effects or

- impacts of port sector promoting efforts simply by the goverriment sector are quite limited.
While there are some sub-sector wise associations such as INSA in Indonesia, they seem to
be pursuing their own interests independéntly rather than working together to promote total
port sector investment, activities and business chances.

4.4.2  Viewpoint of Strategy

- Rapid socio-economic development is an aim of the 2nd National Deve_lopment' Plan
(PJP 11 ) covering the years between 1994 and 2018. The 7th Five Year National
Development Plan (REPELITAV[[) is now being prepared. In order to fulfill the aim of PJP
[T, REPELITAVI should be focused on the regional disparity problem and international
sea transportation trends. : . : o _

It is foreseen that the movement of cargoes/passenger by sea transportation will be
greater both nationally/internationally in the future. Therefore, a huge amount of investment
for port development shall be required compared to the past. It shall be important not only
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to establish port development policy but also to clarify the total investment funds and
schedules of the port development, and then to consider the national economic situation,

From this point of view, the 1st target of the study is to contribute to the realization of the
goal of th_e PIPIl and also to make recommendations on the port development strategy
which shall be reflected in REPELITAVI,

The introduction of private funds/technologies into several fields of public infrastructures
is a pre-dominant trend throughout world. Rapid increase in private participation can be
expected in the near future in Indonesia, too.

The amount of investment in port development in the past was much lower than that of
other infrastructure investment in Indonesia and other archipelago countries as shown in
Table 7.2.1 of the Part 1 and Table A 4.4.1. It is crucial to increase the amount of port
development investment, Therefore, it is important not only to utilize limited public funds
efficiently and effectively but also to expand and employ more private funds/technologics
~ in the future, _ _

From this point of view, the 2nd target of this Study is to attain the desirable financial
situation by appropriate role sharing between public and private sector and to propose sotme
ideas on how to expand and use pnvate funds.

Publlc ports in Indonesia are now owned by the state. DGSC administrates port affairs,
such as safety matfers, and coordinates with related plans / related orgamzatrom IPCs
'manageloperate all commercial ports '

Generally, almost all port activities are commercial in nature except port administration
and infrastructure development activities. From another point of view, it is important not
only to clevelop new port facilities but also to improve the productivity of the existing port
facilities. Therefore, through restructuring/deregulating port administration and
management/operation activities of the public sector, it should be examined how to improve
the public sector’s performance and expand/employ the prrvate sector’s know how,
_especrally in the port operatlon field. :

in order to complement the above-mentioned lst and 2nd targets of the Study, the 3rd
one is.to propose some ldeas for effectlve port administration, management and operation
affairs. '

Based on the above the main structure of the basrc policy for thls strategy is summarlzed
below. = (See Figure 4.4.1) _ '
o Strategy for Strengthemng Port Development
u Strategy for Port Finance and Private Sector Participation :
it - Strategy for Effective Port Administration, Management and Operation
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4.5 Main Strategies
4.5.1 Strategy for Strengthening Port Development
(1) General

In formulating the Strategy for Strengthening Port Development, necessary and
prioritized port development plan shall be proposed by the Study Team based on the
forecast of total cargoes/passengers in 2018 under several indices of social-economic
development targets in the PJP If and the recent socio-economic changes.

As for the foreign trade container, developnient of port facilities with high-level
productivity and international standards shall be aimed at. On the other side, as for the
domestic contaiher, other cargoes and passengets, the economic rationality of nation-wide
sea transportation, close linkage with other transportation modes and differences of the
socio-economic development among various regions shall be considered.

“Generally, the port provides a space not only for transportation but also for industrial
activities and people’s livelihood. To rectify regional disparity, the development of the
Eastern region shall be consrdered And to ensure that people all over Indonesia have
~adequate transportation service, securing people s appropriate living standard by way of sea
transportation, which is dominant means of transportation, shall be considered.

For reahizing an efficient port systé_m in the long term, a huge amount of investment with
appropriate investment schedule shall be provided. Therefore, it might be necessary to
establish middle and short term strategies and to adopt the concept of intensive investment.

Based on the above, the Strategy for Strengthening Port Development shall be comprised
~ of the following items, | '

[ -1 Strategy for Port SyStem
I' 1-1 Pollcy for International Container Port
1 -1-2  Policy for Conventional ( General) Cargo Terminal
[-1-3  Policy for Terminal for Other Port Traffic Demand
1) Bulk Cargo Termmal 2) Passenger Termmal 3) Tourism Support
- 4) Reglonal Development Support, 5) People s Livelihood Support
[-2 Future Port Hnerarchy
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(2) Policy for international container port

Containerization is a worldwide trend that is expected to continue in the future. In
Indonesia the volume of container cargo is rapidly increasing. In 1995 volume of container
cargoes reached 2,600,000 TEUs, 4 times larger than that in 1988, The number of ports
which handle container cargoes is also increasing. In 1995, 21 ports were handling
containers, almost twice as niany as in 1988, _

But in Indonesia, international container cargoes have been handled at only a few ports,
mainly Tg. Priok and Tg, Perak. And there are also very few direct calls of international
In addition,' at present the
distribution of container cargo handling volume corresponding to the distribution of

container vessels to Indonesian ports. (See Figure A.4.5.1)

population/GRDP 1s quite imbalanced. The volume of container cargo handling in Java is
quite large compared to other regions. Thus, in formulating a policy for international
container port, balance among the regions should be also considered. '

Table 4.5.1.1 Relation between Population/GRDP and Volume of Container Cargo
in 1995
Population GRDP Volume of Container
(Thousand Person) (Billion Rupiah) Cargo Handling
_ g _ (TEU) B
Volume Share Value Share Volume Share
Sumatra 40,830 21.0% 68,244 183% | 274,235 | 10.5%
Java 114,733 | 589% | 237,642 | 63.6% [2,1559121 812%
Bali, Nusa Tengpara | 10,958 5.6% 13,703 3.7% 0 0%
Kalimantan 10,471 5.4% 27,560 7.4% - 86,461 3.3%
Sulawesi - 13,732 | - 7.1% 16,814 4.5% 126,101 4.8%
Meluku, Irian Jaya 4,029 2.1% 9,704 2.6% 4,389 0.2%
Total ' ' 194755 100.0% | 373,666 | 100.0% | 2,607,098 { 100.0%

Source : BPS, DGSC

In order to deal with the rapid containerization and Increase in container cargoes,
efficient and effective future container handling port network, which will increase
convenience for users, should be established. Especaally, economical transportation cost is
crucial for maintaining and i mcreasmg competltlveness of port users busmess

For the development of an international hub port in Indonesia, volume of the OD
containers in the hinterland (Orlgmated and Destined Containers in the hinterland of the -
~port), national development policy (such as policy for rectlfymg regional disparity) and
geographical condition (such as closeness to the international container service route)
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should be mainly considered.

The Study Team proposes to classify the container cargo handling ports into 3 categories;
International Container Hub Port, Major Container Port and Feeder Container Port. The
International Hub Port can be further categorized into two types; “Mother Port Type
International Hub Port” and “Transshipment Port Type International Container Hub Port”.
The appropriateness of these two types in Indonesia is examined.

(3) Po_Iicy'for conventional (general) cargo terminal

In order to improve financial condition of consignees, establishment of efficient and
effective policy for conventional (general) cargo terminal is essential.

~ In Indonesia, almost 80% of g general cargoes has been transported by tramper service and
many cargoes are still transported by traditional rakyat shipping. Therefore, the Study Team
proposes a modernized conventional (general) cargo port network system. Considering the
recent trend of intensified diversity of cargo handling, such as unitizatton of general cargoes,
intensified demand for frequent delivery of unitized cargoes, introduction of modernizg:'d
" domestic carge handling system, such as unit load distribution system, shall be examined.
In order to deal with above mentioned expectations for the major ports, port facilities which
can accommodate various kinds of vessels, such as container vessel, Ro/Ro vessel and
common cargo vessels, shall be developed for the specific major ports.

Appropriate conventional (general) cargo teriminal network system also benefits the users
related to trading activities, because they can enjoy reduced transportation cost for the
domestic transportation of international container cargo.

In addition, the containerization rate of domestic containerizable general cargoes is quite
lower than in the Philippines and other countrics. To tealize modernized and efficient
domestic'cargo distribution, it is necessary to promote the containerization of domestic
general cargoes. | |

- (4) Policy for other port traffic demand

1) Bulk cargo termmal

Indonesia mainly has depended on the export of natural resources, such as oil, woods,
agrlcultural products and so on. This tendency will still continue because those resources
are still key products. from which lots of people earn their income. But it is also expected
that transportation -of half processed products of those raw materials will also become
necessary a's_industriaii_zation graduaily progresses.
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Many break bulk cargoes are currently transported by common cargo vessels in a form of
break-bulk. But in order to deal with the above mentioned increase of processed products,
some part of bulk cargo shall be containerized and the other part shall be transported by
specialized vessels. : _

Therefore, role of the public sector in the bulk cargo terminal system should be clarified
based on the nature of the bulk cargo. In addition, in Indonesia, special ports also play an
important role for handling those cargoes. Therefore, based on the distribution pattern of
those resources and distribution of special ports, a policy for bulk cargo terminal shall be
examined.

2) Passenger terminal

Passenger terminal is crucial infrastructure for supporting the people and regional
economies considering that Indonesia is the largest archipelago country in the world. Main
~ ideas of the passenger terminal development policy are as follows. |
(a) Promotion of the efficient passenger terminal development
(b) Promotion of various kind of international exchange
(c) Strengthenmg the passenger transportatlon by cooperating with ferry system

3) Tourism Support

Tourism is one of the most effective measures for the acquisition of foreign currency
Therefore, the government places special emphasis on promoting forelgn tourism.

At present, tourism is developed mainly in Bali, Java and some part of Sumatra/Sulawesi.
There are also many tourism resources in other areas, but they are not yet sufficiently =
developed due to the fack of transportation infrastructure, capital for investment and so on.

In order to support tourism, port sector also should promote the development of tourism
ports in potential tourism areas, - . .

Study team defined spemally important ports for foreign tourism as “Main Strateglc Port”, |
and the other high-potential port as “Internal Network Port” The development pohcy for
two kinds of categorized ports are as follows.

“Main Strategic Port” should be sufficiently developed for tourism and play an 1mportam .

role as the front gate for foreign tourists.-
“Infernal Network Port” should be developed as aimed to more heighten the potential and -

- shape the internal tourism network on the basis of the cooperation with the neighboring
high-potential port, by means of making good use of the character of each tourism
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resources.
4) Regional development support

.Supporting regionél development means to promote various regional industries in port
surrounding arca and the hinterland, on the basis of the port development and port activities.
Of course, efficient and effective transportation of the products to markets and the reliable
Supply of materials are vital factors for the success of regional development.

The role of port for promoting regional industries is different according to the progress of
regional development. Namely, study team propose the po]ncy for supporting regional
development as follows. '

- Supporting primary industries

- bupportmgj processing industries for primary products

- Supportmg industrial complexes
(Support to formation of industrial complexes by accumulating manufacturmgj
industries, heavy industries, etc.)

5) People’s livelihood support

One of the very important tasks of government is securing an acceptable standard of
living for citizens and supporting the various activitics of citizens equally all over the
country. The role of the public ports in Indonesia, which is comprised of more than 17,000 -
islands, is very important , as they form a lifeline for Indonesia’s 200 million citizens.

But at présem the number (656) of public ports is much smaller than in Japati {1,102} and
the Philippines (851) in spite of the great importance of public ports in Indonesia. Moreover
alr_no'st half of the public ports do not have any port facilities. Even in ports to which
pioneer shipping vessels make calls, average length of mooring facilities is no more than
20m. o _ N _ |

In ports called by inter-island, pioneer and passenger (PT. PELNI) liner shipping vessels,
necessary port facility development should be given the first priority, because the hinterland
- population of those ports is larger than at the other ports which are not called by these liner
shipping vessels. At the same time, in public ports which support the livelihood of people
‘who live in isolated areas, minimum level of port facilities should be developed in order to
attam an acceptable standard of hvmg for citizens. '

The follovwng policy for supporting peop!e s fivelihood are proposed.

(a) Developmg and maintaining the port facilities for securing civil minimum

4-17



- (b) Strengthening the development of port facilities which accommodate pioneer and
passenger liner shipping vessels '
(¢) Construction of multipurpose port facilities .
(d) Playing a role as the central place and space for activities of the regional
community '
(e) Utilization of rakyat shipping

(4) Futurc port hierarchy

In the National Transportation System, ports are classified into 5 types, based on their
functions, namely primary trunk port, secdndary trunk port, tertiary trunk port, regional
feeder port and local feeder port. But the classification of ports remains somewhat vague.

For the future port hierarchy, not only the activity of ports but also contribution 1o socio-
economic activity of the hinterland should be taken into account.

In this study we propose to categorize ports into six classes namely “Clés_s AA”, “Class
A”, “Class B”, “Class C”, “Class D” and “Class E”. These classified ports play an
important role as an international level center, a national level center, a regional level
center, a provincial level center, a local level center and a daily life supporting place
respectively (See Table 5.4.1.1 and 5.4.1.2).

Degree of the public sector’s financial commitment such as investment in port
development is different among those port categories. In thé Class AA Port, degree of the
public sector’s financial commitment will be the lowest. On the other hand, in the Class E
Port, it will be the highest. Howe{fer, public sector has to be réSponsibIe for port planning
and port space management/control in the higher class pdrts as well as the lower class ports.
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452 Straiegy for Port Finance and Private Scctor Participation
(1} General

[n examining the Strategy for Port Finance and Private Sector Participation, roles of the
government, IPCs and private sectors shall be defined considering the nature of the task and
the cost of port development.

[n Indonesia, level of investment in port development compared to other major public
infrastructure development investment is not high, even though Indonesia is the world’s
biggest archipelago country. It is not, however, casy for the government to increase the
share of port development investment under the limited national budget.

Table 4.5.2.1 Projected Private Sector Investment in REPELITAVI

Sector -~ | Spending Projections (US $ millions) - | Percentage (%)
1. Power 7,090 o 53
2. Toll roads _ ' 3,529 27
3. Telecommunication 960 7
4, Sea transport 640 5
5. Water supply ' 543 : ' - 4 |
6. Land transport L : - 417 -3
7. Air transporl : : - 8] 1
Total - 13,260 100

Source : BAPP_ENAS

In pubhc infrastructure development throughout the world, private tunds are bemg
increasingly used. Along with the govemment pnvate sector particlpatlon policy for pubhc

' mfrastructure development projects, the private sector participation of port development
projects also must be promoted to compensate the lack of government funds.

In Indonesxa ports have historically been state owned therefore the mtroductron of
private funds/technology has not been promoted so far. As stated before, actual port
"actmtles are commerual in nature. Therefore, measureq on how to expand and employ
private fu_nds/technolog1es shall be introduced.

In addition, the taritf system also should be considered as a main tool for 1mplementmg
the port ﬁnanee strategy. In pr1n01ple the tariff system should be “flexible” in the
determination process and “time-conscious” for users and appropnate to maintain
competitiveness. Takmg examples of other countries into conmderation we propose an.
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appropriate tariff system.

From the above-mentioned views, the detail of the Strategy for Port Finance and Private
- Sector Participation shall be as follows.

[I-1 Strategy for Port Finance
IT-2  Strategy for Port Tariff Systemn
[[-3 Strategy for Private Sector Participation

(2) Strategy for port finance

1} - Roles of Government, IPC and Private Sector

It is very important for the government to clearlyr confirm the roles of government, IPC
and'private sector to establish the long-term port development policy. This also has to
match with the allocation policy of the national budget. |

In this case, Japanese system can be a useful reference to Indonesia. Based on Japanese
experience, the Study Team proposes appropnate roles of each sector.

2) Establishment of General Policy for Natlonal Budg,et

Owing to today s financial crisis, shortage of the national budget will be more serious. In
order to make effective use of the limited national budget, the government should establish -
clear allocation policy of national budget. In principle, the national budget should be used
for development of non-commercial ports. However, it is impractical to abolish the subsidy
for IPC ports all at once. In the future, the government should phase out the natxonal
subsuly o

On the other hand, establishment of a “special account” for port development is also a
valuable idea in order to increase the national budget. [n prmcnple the ¢ ‘tax” and “tariff
revenues” paid by IPC should be used for development of non-commercial p()rts
In addition, makmg reference to the Japanese cost sharing system, the cost sharmg system
with “special beneficiary” also should be taken into consideration in order to cover the
shortage of the budget. '

Making reference to the expenences of the Japanese system the Study Team propoe.es
the allocation policy of the national budget and mtroductlon of cost sharing system.

3) Establishment of General Policy for IPC Financial Sources |

The study team is paying careful attention to the financial status of IPCs in the future.
IPC [Tandlll will be privatized in FY 1998, and other IPCs will follow suit. From the long
term perspective, each IPC should not depend on the national subsidies, and thus they are
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strongly required to strengthen their financial ability. IPC should seek appropriate financial
sources in the market through borrowing of loan, issue of bond and sales of stock. Based on
the examples of other countrics, the Study Team introduces the strategy of IPCs for
securing funds for port development.

(3) Strategy for port tariff system

1) Cstablishment of “Flexible” “Tariff System

It is desirable that the tariff rates of IPC ports should be established by each IPC. This
concept is consistent with the prime objectives of IPC, which are to provide financial
accountability and operational autonomy for efficient and cffective management and
operation. The government should allows IPC 1o raise or reduce the tariff rates more
flexibly according to the economic situation. For example, the tariff raies should be
established taking into account the “increase of inflation rates”. _

A lack of “competitive théory” at ports justifies the government intervention. However,
the government intervention should be limited to the necessary and minimum scope. In the
future, increase of private sector participation in port services will require further
deregulation. _ '

On the other hand, the port tariff Should be determined so that moderate income and the
depreciation cost, and management and operational costs etc. can be recovered from
operattonal revenues. Thcrefore, allowance of different tariff rates at major ports also shall
be carefully considered.

- Taking those matters into consideration, the Study F eam proposes the establishment of a
- flexible tariff system.

2) Establishment of “Time-Conscious” Tariff System

It is very important for the government to establish a “time-conscious port system” in
order to achieve a user-oriented port. This system enables a port management body to
reduce the berthmg, time of shxps and promotes quick tum- round of the cargoes for users.
The: tariff structure in Indonesna should put much: more emphasls on “time” in order to
increase the productivity.

Makmg reference to the example of Smgapore the estabhshmc.nt of time-conscious tariff
structure and “Fast Connection Rebate System”, which uses cost incentive to promote
quick turnaround of transshipment containers, shall be proposed. |

3) Establishmeht of “Appropriate ” Tariff System in International Hub Port

Although government has to compete with neighboring competitive ports such as
Singapore, it is eager to regain calls of international direct shipping line vessels. In order to
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do so, a variety of conditions are required. The Study Team proposes the establishment of
the appropriate system regarding the port tariff. For example, establishment of drastically
lower tariff rate and setting of incentive tariff reduction for transshipment cargoes shall be
considered.

(4) Strategy for private sector participation

1} ~ Genera! Philosophy for Promoting Private Sector Participation

It is very important for the government to clarify the general philosophy, issues of PSP,
and basic requirements for prombting PSP. This will give good guidance to the public and
private sectors. The Study Team will also explain the roles of public and private sectors
regarding promotion of PSP.

2) Review and Reevaluation of the Present Legal Frameworks

“Presidential Decree No.7 of 1998 will provide good guidance on private sector
participation to the government and private sector. However, _the. most important point is
how to secure the implementation of projects according to the articles of the Decree. In this
sense, the government should formulate the “executing regulations” as soon as possible so
~ as not to deter PSP. '

Furthermore, from the long term perspective, the government should make efforts to
arrange the PSP-related legal frameworks in detail. These frameworks should be established
based on actual experience in PSP projects. ' '

The Study Team will also propose that the government should elaborate appropnate

deregulatory measures in order to encourage private sector pammpatlon including forelgn
investment .

3) Expanston of Working Field of Port Services _

The government or IPC should invite gradual private sector participation in port activities
taking account of issues brought by PSP. Private sector involvement in port services will
bring not onty efficient and effective works with lower costs for the government but also a
higher level of services for users. Therefore, the government should make every effort to .
create an environment in which the private sector will be able to take part in port operatlon
as freely as possible. Furthermore, the government should gradually introduce “competitive
theory” in port services so that each terminal operators and service providers can compete
with each other. From the long term perspective, the government and IPC should carefully
consider how to change from “operating port” sy’Stem to -“land—lord port” system in
Indonesian ports.

Making reference to exampies of Japanese port and major Asian Ports the Study Team
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will propose the expansion of working field of port activities such as stevedoring and tug
services.

4) Review of Possible Forms for Port Development and Operation

The Study Team will propose the recommendable forms for port development and
operation.‘ On the other hand, port development projects based on BOT scheme are very
important for Indonesia. At the same time there are a lot of risks for the private scctor on
the BOT scheme. Therefor_é, the Study Team will propose measures how to allocate,
climinate or minimize the risks of BOT projects in order to promote port development
projects. ' |

S) Establishment of Transparent Selection Procedure for PSP -

The most important‘thing in the selection process of 'private sector is to choose the lowest
and most effective bidder with fair competition. It enables the government or [PC to
provide higher quality of service at lower prices. Based on. “Presidential Decree No.7” the
- government and [PC should promote a competitive selection process.

In order to enhance the transparency of the whole system and ensure confidence from
investors, the Study Team will propose establishment of “Internal Monitoring Committee”
(neutra! third sector) , which unbiasedly assesses, monitors and reviews the overall
- procedure and reiease the related information to the public from the neutral posttion. -

6) Incentive through Deregulation for “foreign investors” and “prioritized PSP projects”

Owi_ng_ to lack of domestic capital an'd the current monetéry probl_em' in Indonesia,
| foreign inveé,_tment for large-scale port projects will be inevitable. In order to attract more
foreign capital or prioritized PSP projects,. an appropriate tax incentive system for foreign
investors and private sector should be taken into consideration. Simplification of “licensing
procedure” for foreign investors should also be promotéd. _

In addition, participation of “100 % foreign-owned company” for “prioritized” port
development projects and foreign capital into “forwarding business” also should be
carefully considered.
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453 Strategy for Effective Port Administration, Management and Operation

(1) General

In applying the above mentioned Strategies I and [T successfully to the actual stage of
port development of the country, it is most important that these strategics arc strongly
supported by the administration sector of DGSC and other agencies concerned. Without
effective administration, management and operation of the ports, the proposed schemes for
future port development can not be achieved. In this regard, this chapter focuses mainly on
up grading administrative and management performance as well as suggestions on other
important policy areas of port administration. _

As the first subject of this chapter, overall administrative policy on major problem areas
1s discussed, which includes proposal's on administration of commercial, non-commercial
and special port sectors, followed by discussions on significance, role, contents and
- procedural policy. of the port master plan. -

After discussing improvement of port operations focusing on two major ports of
Indonesia (the ports of Tanjung Prick and Tanjung Perak), proposals on environmental
consideration in the port development are introduced. The natural environment such as
flora/fauna, beach and forest in'particular, shall be carefully treated in the planning process
of port development. In addition, improvement of sea/river water quality in port area shall
be considered accordingly. : _

Navigation safety and channel dredging, staff training affairs, port statistics
administration, port engineering, research and survey, and suppmting activities for port
sector devélopment are also the vital items to support the main strategies of the report, on
which policies are discussed and proposed on the basis of the current and future situation of
the port sector administration,

The Strategy for Effective Port Admimstration Managcmcnt and Operatlon contains the
following components; ' :

1l-1  Admuinistration and Management Policy :
IlI-2  Formulation and Authorization System of Port Master Plan
{il-3  Improvement of Port Operation -

-4 Environmental Consideration in Port Development and Use
flI-5 Navigation Safety and Channel Maintenance

-6  Staff Training System for Port Sector

{ll-7 Port Statistics

1I-8 Port Engineering, Research and Survey |

l1-9  Supporting Activities for Port Sector Development -
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(2) Admintstration and Management Policy

While it is understood that MOC/DGSC have a kind of rough criteria for designation of
“Commercial Port” mostly on the basis of historical trend of cargo handling volume and
future prospect, more reasonable concept or criteria need to be developed according to its
potential function. Although the current administrative structure seems to function well in
general, planning function and Government financing system, etc. need to be examined and
improved for more efficient and cffective administration. In addition, an effective
coordination of port planning on ferry and other public port facilitics should be identified.

In Indonesia, non commercial ports have been playing an important role to secure the
livelihood of the people living in remote areas by distributing indispensable goods to the
them. Taking into consideration the world trend of decentralization, management of minor
non-commercial ports gradually should be transferred to the local government.

On the other hand, special ports also have been playing a crucial role to handle specific
commodities for the industries. In Indonesia, effective utilization of special port & wharf
also should carefully considered. For example, the development of “a-special wharf”
adjacént to “a public port” will be required in order to promote effective regional
development. In order to do so, the government should strive to remove the obstacles which
~ discourage the effective regional development.
~ The government should also establish clear and transparent criteria on how to draw the

line between the “port working area” and “water safety area”.

(3)  Formulation and Authorization System of Port Master Plan

Port master plan should be compbsed with careful consideration on various relevant
factors including potential expansion reéquirement, socio-economic activities in hinterland,
 natural conditions of areas in and around the development site, functional relation to
surrounding ports, environmental conservation and so on, so that the proposed master plan
could ensure sound future function of the target port. Provisions of port master plan should
contain planning -of spécial wharves, ferry port, navigational channel ‘and other related
facilities which would fall under the same port administrative area, -

Tt 15 desirable in principle that the port master plan is originated by the individual port
management body which is responsible in promoting regional pr’dsperity through planning
and developing ports in their region, and therefore be responsible in port planning as a port
planning body. The national port: master - plan is normally formed referring to these
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individual port master plans in accordance with the nationwide port policy and
requirements as well.

(4) Improvement of Port Operation

[nternational shipping lines are operated on extremely tight schedules under the hard
competitive shipping market. Delay on the schedule causes a heavy cost burden to the
shipping lines. As a result, the terminal operators are always requested to provide shipping
lines with quick dispatching service for vessels arriving at the port. Berthing arrangements
and preparatory actions for cargo handling operation (berthing plan, loading and unloading
sequence, allocation of cargo handling equipment and stacking lots of containers, and so
on) for the calling vessels should be completed well before their arriving at a port.
Preparation of documents should also be done long before the vessels’ arrival, and the
terminal operators are required to provide shipping companies with punctual operations not
to interfere with shipping schedule. In order to cope with above situation, the terminal
operators should improve their management and operations in Indonesia.

(5) Environmental Consideration in Port Development and Use

Environmental consideration needs to be fully discussed and reflected in fqrrriulating the
port master plan. To suitably grasp each environmenfal impact factor, the impacts should be
analyzed quarititatively as much as possible. In addition, an EIA report must clarify how
environmental information is assembled, analyzed and used in selecting, planning,
designing and executing. And, it is very important to clearly indicate the basis of evaluation.

It is very important that an adequate monitoring system is established and implemented
securely so that various data can be accumulated and reflected in other projects. .The system
of the post- “EIA based on the monitoring results should be established also. _

The necessity of public participation will be elevated accompanied with the progress in
living and educational standards. Public partlcnpatlon may be time consuming and increase
costs, but conflicts and delays can be minimized by gaining the public’s acceptance.

Ports will need to contribute further to the creation_ of an environmént where people can
live and enjoy their lives by meeting other people and encountering other cultures. It is a
direction which needs to be carefully looked at in coming years.

(6) Navigation Safety and Channel Maintenance

Although some port authorities have been formulating a set of sailing regulations, which
are in force within their administrative water areas, a fundamental law stipulating common
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essential provisions and covering entire Indonesian ports is desired. In addition to this,
detailed regulations should be provided by the Minister of Communication to meet local
circumsiances. The existing pilotage system should be reviewed in terms of further
establishment of pilotage districts and additional pilots, in particular, to cope with the
increasing vessel traftic,

The tug fleet at a port should accordingly be comprised of an appropriate composition of
small, medium and large powers to meet the anticipated calling vessels. The operation of
tugboats should be transferred to the private sector in order to produce effective services for
users together with economical results for operators.

General performance of DGSC dredging administration is generally well and capacity of
dredging fleet is evaluated enough. Under severe budget constraints, however, the initial

and maintenance dredging requirements of Indonesian ports are not fully satisfied, and
' maintenance of sound performance of the ports become difficult and crucial even in the
most important ports in Indonesia. Therefore how to use the limited budge‘i effectively is
the most important point in this regard. _

While the most of current difficulties on dredging affairs in this country come from
general shortage of available budget which can not be expected to increase mstantly,
suggestions are mainly focused on those for basic or long term policy oriented measures.

Cost and benefit evaluation is indispensable at port planning in the case of a port has
siltation problems. To cope with shortage of budget for dredging, beneficiary-payment
principle should be employed according to degree of their benefit such as number, size and
draught of vessels operated, and cargo volume transported through the channel.

(7) - Staff Training System for Port Sector

The port sector is composed of various sub-sectors including government organizations,
public corporations or government owned companies, private business entities and many
other port related organizations or associations which play their own roles to achieve their
origin'él assignment or business target. Although the required roles or functions of each sub-
sector are different and diversified, overall capability or performance of the port sector of a
country is largely controlled by quality of manpower which may be evaluated by level of
morale, knowledge skill, experience and mental/physical soundness of each individual staff
of the organizations of the sector.

In this sense, staff training system for port sector should be designed and developed with
comprehensive training program structure covering various training demands of all relevant
sub—séc_tors so that effective imprdvénient of total power or capability of port sector could
be expected. In other words, staff training for each_port sub-sector needs to be conducted
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under well coordinated programs with constant exchange of relevant information, for
instant, on new technologies for port operation or development, and recent trend of
administrative or legal requirements.

(8) Port Statistics

Port statistics should be edited in a unified style so that they can be easily accessed and
understood by all of the nation and concerned parties. Statistics should clarify at least the
trend of cargo handling by lot and the origin/destination of each cargo which are
indispensable to estimating future cargo demand, as well as number of calling vessels,
number of passenger and situation of basin, warchouse and stock yard, etc. And, if possible,
port statistics should be integrated with statistics system of land transportati'on which is
cloéc]y refated to the port activities. In that case, it will become very important to define the
classification of individual cargo by categorizing into a'couple of strata and unifying the
survey period. R '

(9) Port Engineering, Research and Survey

In Indonesia investment funds for infrastructure devel.opmem: are limited due to the
severe economic situation. In order to utilize the limited investment funds more efﬁciently,
to secure safety of facilities and to envisage earlier maierialization of the investment effects,
more sophisticated technology shall be introduced in the port dévelopment field as well as
port management and operation field. | _ : -

In formulating a policy for port engineering, research and survey, the follovﬁng four (4)
items should be examined.

})  Amangement and application of “Technical Standard for Port Facilities™

2} Accumulation and analysis of technical information for port development

3) Introduction of the new technology and promotion of technology development
4) Enhancement of total capability of port engineers

(10) Supporting Activities for Port Sector Development

Under the severe conditions in promoting port development in fndonesia in 'partiéular; it
is vital that the Indonesian pbrt sector should become more -'powerful as a whole in its
economic, administrative, and even political position. Therefore, to strengthen' financial,
institutional and - theoretical foundation for promoting sound port "development and
management necessary port sector supporting activities shall be examined.
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4.6 Procedure for Coordination and Monitoring

Port Development is closely related to the national land development, regional
development and other infrastructure development. The consent of users and people in the
hinterland is also required. Thus Port Development Strategy should be coordinated with
thosc related plans and take account of requests of users by following an appropriate
procedure. In addition, appropriate revision of the port development strategy is needed to
cope with changes in the socio-economic situation.  (See Figure 4.6.1)

At this stage of the study, certain assumptions must be made in drafting the strategy,
because the future socio-economic situation and various plans related to the Study are stilt
not clear. Thus, by monitoring the strategy periodically, conducting various studies and
coordinating with other related plans, the strategy should be reviewed and revised
periodically. '
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Chapter 5 STRATEGY FOR STRENGTHENING PORT DEVELOPMENT

5.1 General

[n accordance with the procedure indicated in Figure 5.1.1, a strategy for strengthening
port development will be presented in this chapter,

Figure 5.1.1 Procedure for Establishing Strategy for Strengthening Port Development

Related Plans | Present Situation of Ports and Shipping
--National Spatial Plan ' - Present Port Situation
--National Trén_sporta'tion System | | - Result of Cargo and Passengér Handling
--Regional 'l“rahs'portation System ol - 'Present_Situat'ion of International and
--Economic Cooperation Plans with _ Domestic Shipping Industries
'Neighb_oring Countries '

4 ' r
Future Trend of Sea Transportation Related to Ports
- Demands of Cargo and Passenger - Future Trend of International and Domestic

Shipping

A

Roles of Ports - :
- 'Supporting Socio-economic Development
- Rectifying Regional Disparity
- Surviving in the Age of Global Exchange and Great Competition

: }
Strategy for Strengthening Port Development

Strategy for Port System
1) International Container Port
2) Con_vénﬁonal_ (General) Cargo Terminal
3) Terminals for Other Port traffic Demand .
- Bulk Cargo Terminal, - ?assenger Terminé[, - Tourism Support
- Regional Development Support, - People’s Livelihood Support

Future Port Hierarchy
1) Port Classification
~2) Strategically Important Ports




Regarding the “Related Plans”, the National Transportation System describes the policy
for comprehensive transportation system and the future prospect of the transportation up to
the year 2018. In this plan, sea transportation is considered to continue to play a dominant
role especially on cargo transportation. So in order to realize the policy of the National
Transportation System, sea transportation network with ports as the nodes of it has to play
an important role. '

Considering the 1mportance of ports in comprehensive transportation system, roles of the
ports has to be clarified. In this procedures, not only review of the present port situation and
" analysis of the future trend, but also review of the following related plans shall be
examined. ' - _

Especially, considering the enormous scale of the nation and the large differences in -
regional features, roles of the ports shall be examined based on these reglenal features, such
~ as population and reglonal development situation,

§ National Spatial Plan o [Formalized on 30 Decem'ber, 1997]
2) National Transportatlon System (SISTRANAS) [Formalized in 1996}

3) Regional Transportation System (SISTRAREG) = [Final Report in December 1996]
4) Regional Economic Cooperations Plans with neighboring countries



5.2 Clarification of the Function of Major Respective Ports

Actual situation of respective ports is basic information in formulating a port network
system and port development policy in this study. Therefore, the Study Team reviewed the
presént situation of matn commercial ports, which play an important role as the key nodes
of sea transportation.

The Study Team selected 61 ports from the trunk and feeder ports which were designated
in the National Transport System. Those trunk and feeder ports were selected by the
Indonesian-Government constdermg the regional balance, acttvny of the ports, importance
of the hinterland and so on, . _

- The Study Team reviewed the activity of the ports including the acttvities i the
hinterfand.  In addition, the Study Team also conducted more a detailed review of vatious
kinds of port activities for a certatn port from port master plans and historical statistics data
(See Appendix 5.1 )

In IndoneSIa which is the largest archlpelago country in the world function of ports of
transporting cargoes and passengers is very important.

On the other hand, ports have various functions, such as transportation node, providing
space for industry, supporting people’s livelihood and so on. But now in Indonesia the main
function of ports is considered only to transport cargoés and passengers. As tor providing
space for regional and industrial development, mamly spemal ports have played this role to
date.  (See Figure 5.2.1) o

In the future, functions of ports should be diversified to meet the various demands of
people in the hinterland: ' o ' |



Figure 5.2.1 Classification of the Port Function
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5.3 Strategy for Port System
5.3.1 Policy for International Container Port
53.1.1 General

Today, international trade with container cargo transportation is one of the most important
factors to support mutual cooperation among scveral countries under certain agreement and
international compétitiveness of industrial activity as described in Section 3.5.1. More than
80% of international container cargo of Indonesia is currently transported through Singapore
Feeder service and the transéhipment cost in Singapore is heavy burden of this transportation.
In order to minimize transportation cost, a more efficient and effective container cargo
transport system should be established in Indonesia, including direct calls by Intra-Asia Long
Distance Container Service and International Trunk Container Service.

60 to 80% of the international trade volume of Indonesia is from/to eastern Asian countrleb
and it is anticipated that the countries will be more closely related in the future. Cooperation
with Asian countries is a key to economic recovery in Indonesia. The number of ports
receiving Intra-Asia Long Distance direct cail service, thf_;rcforc, should be increased in the
near future. o

As of 1997, seventeen (17) Intra-Asia Long Distance Routes, whxch connect Indonesia
~ through Tg.Priok, Tg.Perak, Tg.Emas and Belawan with the Far East Asia countries such as
Japan and Korea, are in operatlon But recently the number of direct Shlp calls to Indonesian
ports by Intra-Asia Long Distance Route has been decreasing. Also as of 1997 fifteen (15)
routes, which connect Indonesia and the eastern Asian countries not by direct call but by
feeder vesse] through transsmpmem ports in other countries, are in operation.

Tn the near future, Tg.Priok port and Bolonegara port (which is the supplementary port of
Tg.Priok port) would be the candidates of direct calling port by the International Trunk
Container Services, since these two ports are located at western part of Java where the demand
for container éafgo is and will continue to be the greatest in Indonesia. In addition, a study on
construction and expansion plan of Bojonegara port has already been prepared and the port has
~a further advantage on géographica} condition that it is facing the Sunda Strait which is
designated a part of an mternatlonal opcn sea-lane. If in the future, trade volume between
African, Australia and Eastern Asian countries would 1ncrcase, the potential of Bojonegara
port will be intensified because such service route vessels would pass the Sunda Strait.

The Indonesian Govemment,has already designated Batam port as a “primary trunk port”,

which is a candidate as an intcrnaiiOnal container hub port directly called by the International
Trunk Container Service vessels. The port has many potential advantages for handling
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international container cargocs, such as its proximity to international trunk container sea-lane
and the locations of many high quality industries, which is mainly invested by Singapore

capital, in its hinterland that includes some free trade zones.
In this section, we introduce the procedure to establish a container port network system in

Indonesia. In the second part, we estimate the container volume necessity for a port to be
classified as International Hub Port and Major Container Port in Indonesia.

Figure 5.3.1.1 Procedure for Establishing International Container Port Network System

1. Trend of Sea Transportation related fo International Container Cargo Handling

- Service Frequency, Calling Port, Vessel Type  (See Section 3.4.1 and 3.5)

'

2. Classification of International Container Ports in Indonesia

- I_nternational Hub Container Port,

l

3. Possibility of Direct Call to an Ihdoncsian Port by International Containér'St}rvice

- Major Container Port and
- Feeder Container Port

Possibility of Direct Call by Possibility of Direct Call by Intra-Asia
Transpacific and Europe/Asia Route Long-distance Route and North-South
{(International Trunk Line) Vessel : Route Vessel '

!

4. Criteria for Selecting International Hub Port in Indonesia
5. Procedure to Formulate International Container Port:System_

l

6. Conceptual Scenario to Bstablish International Container Port Network System

5-6



5.3.1.2 Classification of International Container Ports

In accordance with the present wotldwide container transportation network system, which

is likely to- continue well into the future, the Study Team proposes to classify the container

cargo handling ports in Indonesia into 3 categories; International Hub Port, Major Container

Port and Feeder Container Port. The function of each classified port and required frequency of

each scrvice vessel calling at a port to satisly minimum level of service are defined as follows.

Table 5.3.1.1

Classification of Container Cargo Handling Ports

Classification Function of Port
| Transpacific and Europe/East-Asia Ro_ute (International Trunk Container
, Route) vessels make calls more than twice a week.
International
_ , This port piays a supreme role as an international hub port for container
" Container
Hub Port cargo transportation mcludmg domestic and intcrnational transshipment of
ub Po
' ~ | container cargo and a nation-wide distribution center of sea cargo
t1amp01tat10n o | '
Mai North- South and Intra Asia Long Dlstance Container Route vessels make
ajor
J_ calls more than tw1ce a week.
Container
Port The port plays a pr1n01plc role as a regmnal dlstrlbuuon center of container
(v
cargo t;ansportat_lon including domestic transshlpment.
Feed Domestic feeder service vessels from international port in Indonesia or
ceder .
. Singapore make calls more than twice a week.
Container ) . o o o
Port This port plays a role as a provincial/regional level distribution center for
o Rl _ LS
container cargo transportation

Table 53.12 Reqmred Mlmmum Frequency of Service Call to Classified Port

: ) ) Service Route
Classification |7~ ) T _
Europc/As_la Transpacific North/South | Intra-Asia Feeder
International | - Twice Twice _Twice_: Twice Sufficient level
Hub Port a week a week a week a week of feeder system
B ' More than Twice a week by either or | . Certain level
- Major Port No - R ‘ ST ' :
once a week both service - of feeder system
' ' More than
. Feeder Port No No No No . .
: ' - once a week*
Note :

* Receiving feeder service from Singapore or poit in Indonesia




5.3.1.3 Character of International Hub Port in East Asia and Indonesia

The character of international hub ports in East Asia is summarized in Table 5.3.1.4.

The share of transshipment container in major International Hub Ports in Asia except
Singapore is not very high. For example, the share of transshipmen volume in total cargo
volume in Hong Kong, Busan and Kobe is 21.5%, 16.2% and 28.5% respectively in 1994.
Those ports were developed in order to accommodate the containers of origin/destination
from/to their hinterland (called “O/D Containers” hereinafter). And after the sufficient volume
of O/D container cargo had handled in the port, those ports gradually started to accommodate
the transshipment containers of the neighboring countries. This type of port can be labeled as
“Mother Port Type _ ' ' |

In the case of Smgapore the share of transshipment container volume is more than 80%
these days and the container terminal were developed to aim at handling transshipment
container. In order to increase the volume of transshipment containers, the government has
invested heavily in development and has taken various kinds of measures to improve the level
of service in port and feeder service to nelghboung ports. This type of port can be labeled as

“Transshipment Typo ' _ ‘

The Study Team proposes to categorxze International Hub in Indonesm into these two

types ; - Mother Port Type International Hub Port, and
- Transsh1pment Port Type International Hub Port

Characteristics of thoqe types of mtematlonal hub port are shown 1n Table 5.3.1.3 and
Flgure 5.3.1.2. ' '

Table 5.3..1.3 Charécteristics'of International Hub Ports.

Category Characteristics
' International Hub Port which mainly accommodates O/D
Mother Port Type ) . o . _ '
. - | container {Origin/Destination Container from/to the hinterland).
international _ _ : '
. The location of port is selected based on O/D cargo volume.
Container
Share of transshlpment container from/to foreland to total
Hub Port
volume is less than 40% in general.
_ International Hub Port which accornmodates substantial volume
Transshipment Port

. of transshipment container from/to foreland. The location of port is
Type Intemnational

‘ selected based mamly on closeness to international sea-lane. -
Container

* Share of transshipment container to total volume is more than
Hub Port ' S

40% in general.




Figu
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5.3.1.4 Possibility of Direct Call to Indonesia Port by International Container Service
(1) General

In this section, the possibility of direct call by Transpacific, Europe/East-Asia and Intra-
Asia Long Distance Service to ports in Indonesia was examined considering several factors
and showed the criteria of container volume in a poit to be called by those services.

There are many. factors to receive direct calls by International Container Service. As
already mentioned in Section 3.5, the cldseness to international sea-lanes, reduction of the
shipping cost, provision of the appropriate port service and existence of national flag shipping
company which operate the International Container Service are main factors to be considered.
The Study Team used rough cost examination method to estimate the required container
volume (o receive direct call by those services from the viewpoint of ship operators.

In this estimation, we considered three factors; “Shipping Cost”, “Delivery Time” and
“Level of Service”. That is because shippers select the ship operator in terms of transportation
cost, door-to-door delivery time and reliability of service. We estimated the required container
volume handled in an Indonesian port by comparing the container transportation cost by
direct call to the Tndonesian port with that of Singapore feeder service, which is the dominant
service of container transportation at present. ' " (See Appendix 5.3.1)

(2) Possibility of Direct Call by Transpacific and Europe/East-Asia Service

I)General

In future, it is anticipated that large over-panamax container vessels will increase on the
Transpacific and Europe/East-Asia (International Trunk Container Route} Service with a
service pdttem on which the vessel calls only one end port in the ougm/destmatlon area. In
" such a case, however, the second and third generation panamax vessels will still be operated
‘with flexible and frequent service pattern to respond to consignee’s demand. Several ports in
Indonesia havc possibility to be called by these services.

In this exammatxon the maximum vessel size in Transpacific Service and Lurope[East Asia
Service calling Smgapore port, as shown in Section 3.4, is estimated to be 6,000TEU and
'8,000TEU in respective target yearq 3 000~4,500TEU vessels will be used to supplement
this service route and_ Indonesian port will certainly have a possibility Lo receive Such service,

A port, through _wh'ich the majority of cargoes is directly transported to all over the world,
is classified ‘as International Hub Port and therefore the port is to be called by Transpacific,
Europe/East-Asia and Intra-Asia Long Distance Service. International Hub Port could be
'fljrthe_r cétegbrized i'nt'(:)_ “Mother Port Type” and “Transshipment Port Type”.
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The required volume of container cargo handled in an International Container Hub Pott is
examined for these two categorics. The volume of O/D container in a port was only
considered for the former type and the volume of O/D and Transshipped container was
considered for the latter type.

2} Mother Port Type

(a) Transpacific Service

In accordance with the result of the examination (See Appendix 5.3.1), the required volune
of loaded O/D container to/from North America per year is at least 250,000 TEU in one port
located northern part of Jawa I[sland. And assuming that the share of the container volume
to/from North America in the total container transportation is the same as at present hame]y
17%, the required annual volume of loaded O/D container handled in a certain po.rt is
estimated at l,SO0,000TEU.

(b) Europe/East-ASIa Service

In accordance with the result of the exammatxon the requlred volume of loaded O/D
container to/from Europe per year is at least 333,000 TEU in one port located at northern part
of Jawa Island. Assuming that the share of the container volume to/from Europe in lthe total
container transportation is the samc as at present namely 12%, the required annual volume of
loaded O/D container handled in a cerlain pdrt is estimated at 3,000,000TEU,

3} Transshipment Port Type (Europe/East-Asia Seﬁice)

The requ;red volume of loaded container to/from Europe per year is at least 500,000 TEU
(share of transshipment container is assumed to be less than 60%) in an Eastern Indonesia
port and 420,000TEU in the area facing Malacca Strait. Assuming that the share of the
container volume _to/from Europe in the total container transportation is the same as at present,
namely 12%, the required annual volume of loaded container handled in a certain port is
estimated at 4,200,000TEU and 3,500,000TEU, respectively. '

3) Péséibility of Direct Cali by Intra-Asia Long Distance Service

1) General

At present, Intra-Asia Long Dlstance Services are calling several ports w&th round trip
pattem with 1,000~2,500TEU vessels. It is antlclpated that similar round trip pattern will
continue in future but the number of calling ports in a trip will be reduced o shorten round
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trip period and operate effectively. The vessel size in service will be 1,500~ 3,500TEU in the
target year as estimated in Section 3.4.1.

Considering the regional geographical condition in Indonesia and operating service pattern,
we estimated required volume for direct call in the following two areas,

- The Northern part of Java and the area facing Makassar Strait (Tg.Priok, Makassar), and
- The Eastern part of Sumatra (Belawan and others)

In this study, we assumed that the share of Intra-Asia Long Distance Service for total
volume of container from/to Indonesia in future is the same as the share at present. It is
difficult to estimate the correct share in future, even though it is anticipated that the share will
increase because the relation among Asian countries will be more tighten.

2) Northern part of Java or facing the Makassar Strait

In accordance with the result of the examination, the required volume of Intra-Asia Long
Distance Container Service per year is at least 156,000TEU in one port located at northern
part of Java or facing the Makassar Strait. This volume is almost equivalent to 50% of the |
annual slots of 3,000TEU mother ship under a twice-weekly calling frequency. Assuming the
same share of the container volume of Tntra-Asia Long Distance Service for the total volume
(about 35%), consequently required annual volume of loaded container handled in a port is
estimated at 450,000TEU.

3) Eastern Part of Sumatra .

The requ1red volume of Intra-Asia Long Dlstance Service per year is at least 104,000TEU
" in one port located at eastern part of Sumatra which i is almost equlvalent to 25% of the annual
slots of 2,000 TEU mother ship under a twice-weekly calling frequency. Assuming the same
‘share of the container volume of Intra-Asia Trunk Route for the total volume (about 35%), the
required annual volume of loaded container is estimated at 300,000TEU.
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5.3.1.5 Criteria for Selecting an International Container Hub Port in Indonesia
m General

The location of International Hub Port in Indonesia is essential to establish the container
transportation network system, which is one of vital factor to support the international
competitiveness of industrial product and promote economic activity in a certain region. The
location of the port, therefore, should be selected considering port and econornic activity in
future as well as national and regional development policy.

(2) Criteria for Selecting an International Hub Port in Indonesia

“Mother Port Type International Hub Port” and “Transshipment Port Type International
Hub port” is quite different in nature. The International Hub Port in Indonesia should be
selected based on direct benefit and indirect benefit as well as its ability to promote economic
recovery. The criteria are summarized in Table 5.3.1.6.

1) Direct Cost and Benefit

a) Total Investment of Port Facilities De?elopment

The main function of “Transshipment Port Type International Hub port” is to transship
containers at port which entail handling the containers twice (unloading.and loading) in the
terminal. While the container handling productivity with t.ransshipment, in general, is more
effective than O/D container handling, additional investment is required to satisfy the double
handling of container volume. ' '

Case | Transshipment Port Type International Hub port
Feeder port -~ — Transshipment Type Port —  TInternational -
(Loading, Handling liime) (Lolading and Unloading, Handling 2times) Trunk Line
Case 2 Mother Port Type International Hub Port
Mother Type Port —r ' International
(Loading, Handling ltime) Trunk Line

b) Saving Transport Cost and Delivery Time

The transportation cost of O/D container from/to “Mothcr Port Type and feeder cost
would be substantially reduced and consequently total sea- -borne container transportation cost
in Indonesia could be reduced. (See Appendix 5.3.2)

“Transshipment Port Typt, port, in general, handles a greater volume of container and
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receives more frequent international trunk service than “Mother Port Type” port. The door-to-

door delivery time through the former pott, thereforc, may be shorter than through the latter.

¢) Improving Reliability of Transportation System

The “Mother Port Type” port dcvelopmcnt with suitable level of service can improve the
reliability of transportation in hinterland, compared to “Transshipment Port Type”
development. That is becausc feeder port with insufficient level of service still may have
important role in “Transshipment Port Type” transportation system and damage of cargo often
occur during transshipment in port.

2) Indircct Benefit

The indirect benefit derived from stimulating or making possible increase of national
economic activities is often difficult to measure quantitatively, especially for nationwide
development. Hereunder the indirect benefit of these two types of development is compared

qualitatively.

a) Increasing Economic Activity in Hinterland
The port related industry and transportation sector would derive a lot of benefit from the
transport cost saving with reliable port system. Productivity and producer’s cost of other
1ndustry in hinterland would be also improved. Consequently, income tax would be increased.
The size of such benefit is deeply related to the scale of GRDP, population and capital in
the hinterland area. In general, the hinterland of “Mother Port Type” port has larger
socioeconomic indices compared to that of *“Transshipment Port T ype”.

b) Rectifying Regional Disparity

The location of “Mother Port Type port is decided based on the economic actxvxty in
hinterland, on the other hand the location of “Transshipment Port Type” port is decided based
on closeness to the- international trunk sea-lane. The activity- of “Transshipment Port Type”
port is rather satisfied by itself and the_eéonomic'_activity in the hinterland is not so crucial in
deciding the location, hence “Transshipment Port Type” port could play a role in rectifying
regiona] disparity. - ' ' ' ' '

c) Env1ronmental Consideration .

- Rapid progress of a large-scale port- development in a certain area, where sufficient social
capital is not yet accumulated, would result. in env:ronmentdl deterioration. around the
deve]opment area. If. total developmént program in the -area could not be well coordinated
with related facilitics; sewerage drainage- and air pollution control so on.
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In arcas where present excellent environmental condition is one of the important resources
for regional economic activity such as marine tourism, sightseeing and so on, countermeasure
to preserve the present environmental condition should be implemented considering not only
the progress of port development but also hinterland activities.

3) Promotion of Economic Recovery

Considering the need to promote the recovery of the Indonesia economy, the Study Team
recommends that development of international hub port should be undertaken in the following
three phases.

a) Short Term _
In order to secure social condition, public investment should focus on to maintaining and

improving existing facilities which will promote private investment in turn. -

b) Middle Term

After securing social condition, public investment to infrastructure developrnent should
be concentrated based on the efficiency of investment which-is measured by total benefit
- (direct benefit + indirect benefit) to recover present economic condition.

¢) Long Term _ _ _
After securing economic activity, public investment should be distributéd considering

government and national policy, such as rectifying regional disparity.

4) Risks of Large Infrastructure Investment

The port infrastructure development requires a very large investment in the"pr'imary phase
and the depreciation pe'ri.od is more than 20 years, Such development, generally, should be
financed by the public sector or large shi'p.ping company. The public sector will receive
indirect profit from the port and economic activi{y in the hinterland and while the shipping
company will gain a considerable profit through the shipping service. _

The Study Team classified investment in development and- operation of international hub
port according to the poteritial investor and the risk involved. - (See Table 5.3.1.4)

- If sufficient volume of container could be generated from the hinterland and foreland, the
operation of international container hub port would be commercially successful. But

considering the potential competitors in neighboring countries in the “Transshipment Port

5-16



Type” port field and the rather short life cycle of equipment, the risk of infrastructure

investment by the public sector and private sector should be evatuated thoroughly.

Table 5.3.1.5 Potential Investor and Risk on Tnternational Hub Port Development

{tems ) o - o
Of Potential Initial Operational Revenue and Investment
Investor | Investment | Expenditure Depreciation Period Risks
Investment L
' Public Large Port due and Wharfage
Infrastructure , . Small - : Large
Private (Fixed) (30 years)
o Private Small Port due and Wharfage
Management E Small Small
Public (movable) _ - (short term)
Large ' Shipping Charge
Shipping | Private I Medium pping e Small
: {movable) : (More than 20 years)
o Private Large . Handling Charge )
Equipment | - . Medium Medium
Public {movable) (Less than 15 years)
- _ - Small Handling Charge '
Operation Private : Small - : Small
. ' (movable) - (short term)

Source : Prepared by the Study Team .
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