
I I I I I I I I I I I I I I I I I I I I I I I I I 
I I I 

		 	 Journal	of	Governance	
	Volume	9	Issue	4,	December	2024	(829-846)	

(P-ISSN	2528-276X)	(E-ISSN	2598-6465)	
http://dx.doi.org/10.31506/jog.v9i4.29678	

	

       829 

	
Implementation	of	Ex-Officio	Policy	on	The	Development	of	Batam	Free	

Trade	Zone	and	Free	Port	Area	
	

Amsakar	Achmad1*,	Wirman	Syafri1,	Mansyur	Achmad1,	Rizki	Amalia1	
1The	Institute	of	Government	Studies	

	
*Correspondence	Email:	achmadmilu@gmail.com		

	
Received:	11	July	2024;	Revised:21	November	2024;	Accepted:	22	December	2024	

	
	 	
Abstract:	Governments	implement	policies	to	regulate	societal	frameworks	and	enhance	state	
value,	with	one	primary	objective	being	the	establishment	of	Batam	as	a	Free	Trade	and	Free	
Port	Area	to	accelerate	economic	growth.	This	study	examines	the	implementation	of	the	ex-
officio	policy	within	Batam's	free	trade	and	free	port	area,	highlighting	the	factors	that	either	
facilitate	 or	 hinder	 its	 execution.	 The	 initiative	 to	 designate	 Batam	 as	 a	 free	 trade	 zone	
originated	in	the	1970s,	following	the	issuance	of	Presidential	Decree	No.	74	of	1971.	However,	
over	 the	 past	 five	 decades,	 Batam's	 economic	 growth	 has	 been	 inconsistent,	 largely	 due	 to	
administrative	conflicts	between	the	Batam	Industrial	Development	Authority	(now	the	Batam	
Indonesia	 Free-Zone	 Authority)	 and	 the	 Batam	 Municipal	 Government.	 In	 response,	 the	
Indonesian	 government	 introduced	 Government	 Regulation	 No.	 62	 of	 2019,	 appointing	 the	
Mayor	of	Batam	as	the	ex-officio	Chief	Executive	of	the	Batam	Indonesia	Free-Zone	Authority	
to	 resolve	 these	 conflicts.	 While	 the	 policy	 aims	 to	 streamline	 governance	 and	 enhance	
development	 outcomes,	 its	 effectiveness	 remains	 contested,	 necessitating	 a	 comprehensive	
analysis	of	its	implementation	in	the	context	of	advancing	Batam’s	status	as	a	Free	Trade	Zone	
and	Free	Port	Area.	
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Introduction	

Batam	 Island	 has	 been	 playing	 a	
crucial	 role	 as	 a	 strategic	 post	 and	
economic	 growth	 hub	 for	 Indonesia,	
specifically	for	the	government	in	Jakarta.	
During	 the	 early	 years	 of	 the	New	Order	
regime,	 Indonesia's	 political-economic	
direction	became	more	liberal,	facilitating	
the	 influx	 of	 foreigners	 into	 the	 country.	
Batam	 Island	 was	 one	 of	 the	 primary	
targets	for	this	foreign	investment	(Smith	
1996).	 The	 government	 supported	 the	
development	 of	 Batam	 Island	 through	
Presidential	Decree	No.	74	of	1971,	which	
designated	 Batu	 Ampar	 as	 an	 industrial	
area	with	 a	 particular	 entrepot	 status	 to	
facilitate	 Pertamina's	 logistical	 and	
operational	 activities	 (Presiden	 Republik	
Indonesia	1971).	Subsequently,	in	1973,	a	
pivotal	 moment	 occurred	 in	 the	
development	 of	 Batam	 Island	 with	
Presidential	 Decree	 No.	 41	 of	 1973,	
establishing	 Batam	 as	 an	 industrial	 zone	
(Presiden	Republik	Indonesia	2005).	This	
was	 achieved	 by	 creating	 three	 separate	
agencies	to	develop,	administrate,	govern,	
and	supervise	 the	Batam	Industrial	Area:	
the	 Batam	 Industrial	 Area	 Supervisory	
Agency	 (Badan	 Pengawas	 Kawasan	
Industri	 Batam),	 the	 Batam	 Island	
Development	 Authority	 (Otorita	
Pengembangan	 Daerah	 Industri	 Pulau	
Batam	 or	 BIDA),	 and	 the	 Batam	
Corporation	 (Perusahaan	 Perseroan	
(Persero)	 Batam)	 (Muliono	 2001;	 Smith	
1996).	

The	 designation	 of	 Batam	 as	 an	
industrial	 area	 led	 to	 a	 significant	
population	 explosion.	 During	 the	 1990s,	
the	 population	 of	 Batam	 Island	 surged	
dramatically,	from	approximately	6,000	in	
the	early	1970s	to	over	300,000	by	the	late	
1990s	 (Muliono	 2001).	 Due	 to	 the	
increasing	 population,	 Government	
Regulation	 No.	 34	 of	 1983	 regarding	 the	

Municipality	 of	 Batam	 in	 the	 province	 of	
Riau	was	enacted,	upgrading	the	status	of	
Batam	 District	 to	 an	 Administrative	
Municipality.	The	new	status	was	designed	
to	 facilitate	 governance	 and	 public	
administration	 while	 supporting	 the	
development	initiatives	led	by	BIDA.	As	of	
2023,	 Batam's	 population	 has	 grown	 to	
1,256,610	residents	(BPS	2023).	

The	various	policies	enacted	above	
have	 continuously	 spurred	 economic	
growth	 in	 Batam	 (Figure	 1).	 Economic	
growth	in	Batam	was	dynamic	during	the	
period	1995-1997.	Zaenuddin	et	al.	(2018)	
highlighted	that	Batam's	economic	growth	
from	1995	to	1998	consistently	exceeded	
ten	 percent,	 underscoring	 its	 remarkable	
economic	 trajectory	 during	 this	 period.	
These	 growth	 rates	 were	 significantly	
higher	than	those	in	the	other	areas	within	
the	Riau	Province,	which	were	above	 ten	
percent	during	the	same	period.	Although	
Indonesia	was	hit	by	 the	Asian	economic	
crisis	 in	 1998,	 Batam's	 economic	 growth	
remained	 persevered	 at	 around	 3.08%,	
whereas	 the	 national	 economic	 growth	
contracted	 to	 -14.78%.	 Furthermore,	 in	
1999,	 when	 Indonesia's	 economy	 only	
grew	by	0.35%,	Batam's	economy	actually	
increased	 to	 5.49%	 (Zaenuddin	 et	 al.	
2018).	
	

	
Figure	1	Batam	Economic	Growth	per-

Annum	1995-2004	
Source:	Zaenuddin	et	al.	(2018)	
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Following	the	end	of	the	New	Order	

era	 and	 the	 commencement	 of	 the	
Reformation	 era,	 Indonesia	 witnessed	
alterations	in	its	political	structure.	One	of	
the	 key	 reform	 agendas	 was	 the	
decentralization	 of	 the	 national	
government	to	the	regional	governments.	
Following	 the	 appointment	 of	Habibie	 as	
President	 of	 the	 Republic	 of	 Indonesia,	
succeeding	 Soeharto,	 the	 primary	
objective	 was	 the	 enactment	 of	
decentralization	 legislation.	 This	
legislation	 aimed	 to	 grant	 autonomy	 to	
regional	governments,	whether	provincial,	
regency,	 or	 municipal,	to	 govern	 and	
implement	 regional	 policies	
independently,	 as	 long	 as	 they	 did	 not	
contravene	national	laws	or	infringe	upon	
public	interest	(Rasyid	2004).	

In	 accordance	with	 Law	No.	 53	 of	
1999	on	 the	Establishment	 of	 the	 City	 of	
Batam,	 the	 governance	 and	 development	
of	 Batam	 Island	 became	 the	
responsibilities	of	two	entities:	the	Batam	
Island	 Industrial	 Development	 Authority	
(Otorita	 Batam	 or	 BIDA)	 and	 the	 Batam	
Municipal	Government.	The	enactment	of	
this	new	regulation	resulted	in	the	duality	
of	government	administration	in	Batam.	

In	 Batam,	 the	 absence	 of	 a	 clear	
legal	 framework	 delineating	 the	
responsibilities	between	 the	BIDA,	which	
later	 became	 the	 Batam	 Indonesia	 Free-
Zone	 Authority	 (BP	 Batam	 or	 BIFZA)	 in	
2009,	 led	 to	 a	 duality	 of	 authority	
(Paramitha	and	Wanto	2016).	

In	 1971,	 a	 presidential	 decree	
established	BIDA	to	remain	outside	of	the	
municipal	 government's	 jurisdiction	 and	
maintained	a	monopoly	over	property	and	
development	 policies	 on	 Batam	 Island.	
Meanwhile,	 the	 democratically	 elected	
Batam	 Municipal	 Government	 began	
assuming	 various	 responsibilities,	 and	
therefore,	 BIDA	 was	 no	 longer	 the	 sole	

relevant	institution	on	Batam	Island.	As	a	
result	of	this	duality	of	authority,	investors	
expressed	concerns	about	the	overlapping	
policies	 of	 the	 BIFZA	 and	 Batam	
Municipality	(Choi,	2007).	

The	 duality	 of	 government	
structure	 in	 Batam	 has	 led	 to	 various	
conflicts,	 ranging	 from	 spatial	 planning,	
utilization,	 and	 supervision	 to	 public	
services.	 One	 prominent	 issue	 is	 the	
jurisdiction	 in	 land	 services	 where	 two	
different	types	of	land	taxes	were	imposed	
on	 the	 public:	 a	 land	 and	 building	 tax	
(Pajak	 Bumi	 &	 Bangunan	or	PBB)	by	 the	
Batam	 Municipal	 Government	 and	 an	
annual	 compulsory	 fee	 (Uang	 Wajib	
Tahunan	 or	 UWT)	 from	 the	 BIFZA.	In	
terms	 of	 investment	 services,	 which	 are	
typically	 managed	 by	 the	 National	
Investment	Coordinating	Board	(BKPM)	at	
the	 national	 level	 and	 by	 Regional	
Investment	Coordinating	Boards	(BKPMD)	
at	 the	 local	 level,	 a	 significant	 portion	 of	
these	 services	 were	 delegated	 to	 BIFZA	
until	 2018,	 reflecting	 its	 role	 as	 an	
extension	 of	 the	 national	 government	
(Dalla	and	Hutabarat	2018).	

Further,	 Zaenuddin	 et	 al.	 (2018)	
comprehensively	 described	 the	
overlapping	 authorities	 between	 the	
Batam	Municipal	 Government	 and	 BIFZA	
across	 several	 aspects:	 (a)	 land	
management	 rights,	 (b)	 licenses,	 (c)	 port	
management,	 and	 (d)	 airport	
management.	Specifically,	the	overlapping	
issues	 in	 licensing	 services	 between	 the	
Batam	Municipal	 Government	 and	 BIFZA	
encompass	 three	 main	 areas:	 land	 and	
building	use,	advertising,	and	trade.	

Data	 from	 the	 Central	 Statistical	
Office	report	in	2022	highlight	a	consistent	
decline	in	Batam’s	economic	growth	from	
2011-2017,	with	only	a	slight	 increase	 in	
2018,	as	shown	in	Figure	2.	
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Figure	2	Batam	Economic	Growth	per-

Annum	2011-2018	
Source:	Central	Statistical	Office	(2022)	

	
Concurrently	 with	 the	 decline	 in	

economic	 growth,	 Batam's	 open	
unemployment	 rate	 exhibited	 an	upward	
trajectory	between	2011	and	2018	(Figure	
3).	The	data	reveal	a	consistent	increase	in	
the	open	unemployment	rate	from	4.34%	
in	 2011	 to	 6.64%	 in	 2014.	 Although	 a	
marginal	 reduction	 to	6.09%	occurred	 in	
2015,	 the	 rate	 escalated	 once	 more,	
peaking	at	7.82%	in	2017	and	surpassing	
the	 double-digit	 threshold	 at	 10.07%	 in	
2018.	
	

	
Figure	3	Open	Unemployment	Rate	in	

Batam	
Source:	Central	Statistical	Office	(2022)	
	

The	 aforementioned	 figure	
illustrates	 that	 the	 deceleration	 of	
economic	 growth,	 volatile	 investment	
trends,	 and	 the	 increasing	 trajectory	 of	
open	unemployment	are	intricately	linked	
to	the	issue	of	duality.	This	duality	extends	

and	complicates	the	bureaucratic	chain	of	
command,	potentially	incurring	additional	
costs.	Consequently,	it	is	unsurprising	that	
investor	 interest	 has	 waned,	 thereby	
undermining	 Batam's	 overall	
competitiveness.	

Van	 Grunsven	 and	 Hutchinson	
(2017)	documented	a	significant	decline	in	
Batam's	appeal	and	competitiveness	as	an	
investment	 destination.	 Their	 study	
highlighted	 that	 while	 134	 companies	
operated	in	Batam	until	2003,	this	number	
fell	to	90	during	the	2003-2004	period	and	
further	 decreased	 to	 62	 by	 2014.	
Moreover,	data	from	the	Batam	Municipal	
Manpower	 Office	 revealed	 that	 169	
companies	 ceased	 operations	 in	 Batam	
between	 2015	 and	 2017.	 Specifically,	 54	
companies	closed	in	2015,	followed	by	62	
in	2016,	 and	 an	 additional	 53	during	 the	
January-July	period	of	2017.	

In	 response	 to	 these	 concerning	
trends,	 the	 Coordinating	 Ministry	 for	
Economic	Affairs	held	a	dedicated	meeting	
aimed	at	expediting	Batam's	development.	
The	 discussion	 identified	 two	 primary	
factors	 eroding	 Batam's	 competitiveness:	
(1)	the	overlapping	jurisdictions	between	
BIFZA	 and	 the	 Batam	 Municipal	
Government	 in	managing	 the	 Free	 Trade	
Zone	 and	 (2)	 the	 institutional	
inefficiencies	 within	 BIFZA,	 which	
impeded	effective	governance	of	the	Free	
Trade	 Zone	 (Kementerian	 Keuangan	
2016).	

To	 address	 the	 institutional	
challenges	 within	 BIFZA,	 Indonesia's	
Coordinating	 Minister	 for	 Economic	
Affairs	 initiated	 three	 leadership	
restructurings	 between	 April	 2016	 and	
October	 2019.	 This	 rapid	 turnover,	
involving	 three	 leaders	 within	 just	 three	
years	and	six	months,	was	unprecedented.	
However,	 these	 changes	 yielded	minimal	
improvement	 in	BIFZA's	performance.	As	
a	result,	Government	Regulation	No.	62	of	
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2019,	 amending	 Government	 Regulation	
No.	46	of	2007	on	 the	Batam	Free	Trade	
Zone	 and	 Free	 Port,	 was	 enacted	 on	
September	11,	 2019.	A	 pivotal	 provision,	
Article	 2A	 paragraph	 (1a)	 (Pemerintah	
Republik	Indonesia	2019),	mandated	that	
the	 Chief	 Executive	 of	 BIFZA	 would	
concurrently	hold	the	position	of	Mayor	of	
Batam	 (ex	 officio),	 aiming	 to	 enhance	
investment	 outcomes	 and	 promote	
operational	synergy	(Antara	2019).	

The	 implementation	 of	 the	 ex-
officio	 role,	whereby	 the	Mayor	of	Batam	
concurrently	 holds	 the	 position	 of	 Chief	
Executive	 of	 BIFZA,	 marks	 a	 significant	
governmental	 advancement	 in	 resolving	
the	longstanding	issue	of	dual	authority	in	
Batam.	Since	the	introduction	of	this	role,	
there	have	been	observable	enhancements	
in	 the	 effectiveness,	 efficiency,	
transparency,	 and	 overall	 governance	 of	
bureaucratic	 services,	 leading	 to	 more	
streamlined	 and	 efficient	 operations.	
Economic	 growth	 has	 also	 increased	
significantly.	 Central	 statistics	 office	
report	 shows	 that	 Batam's	 economic	
growth	 (after	 the	 establishment	 of	 ex-
officio)	in	2019	reached	5.92%	compared	
to	 the	 previous	 year,	 which	 was	 only	
4.56%.	 Even	 though	 2020	 experienced	 a	
growth	 contraction	 of	 -2.55%	 due	 to	
COVID-19,	 in	2021,	 recovery	was	evident	
in	 2021	 with	 a	 growth	 rate	 of	 4.75%,	
indicating	that	development	in	Batam	was	
back	on	track	(Badan	Pusat	Statistik	Kota	
Batam	2020).	

Several	 studies	 have	 analyzed	 the	
policy	designating	the	Mayor	of	Batam	as	
the	ex-officio	Chief	Executive	of	the	Batam	
Indonesia	 Free-Zone	 Authority	 (BIFZA).	
First,	research	by	Zaenuddin	et	al.	(2018)	
sought	to	identify	the	institutional	duality	
challenges	 between	 the	 Batam	Municipal	
Government	 and	 BIFZA	 and	 their	 effects	
on	 Batam's	 economic	 performance.	 The	
study	concluded	that	this	duality	resulted	

in	declining	economic	performance	and	a	
deterioration	in	Batam's	competitiveness.	
Second,	a	study	by	Paramita,	Santoso,	and	
Hanani	(2021)	examined	the	roles	of	local	
actors	in	shaping	the	ex-officio	policy	and	
assessed	their	contributions.	The	findings	
highlighted	 three	 pivotal	 actors:	 state	
actors	(the	mayor	of	Batam	and	the	chief	
executive	of	BIFZA	during	the	transitional	
period),	 private	 sector	 representatives	
(Batam's	 Chamber	 of	 Commerce	 and	
Industry,	 KADIN),	 and	 public	 actors	 (the	
media).	Lastly,	research	by	Permana	et	al.	
(2022)	investigated	the	root	causes	of	the	
governmental	duality	in	Batam.	The	study	
revealed	 that	 the	 primary	 governance	
issue	 stemmed	 from	 conflicting	
management	approaches	and	overlapping	
authorities	between	the	Batam	Municipal	
Government	 and	 BIFZA,	 compounded	 by	
divergent	 legal	 frameworks	 and	
interpretations,	 which	 ultimately	
hindered	 policy	 implementation	
efficiency.	

A	 Free	 Trade	 Zone	 (FTZ)	 is	
fundamentally	a	component	of	the	broader	
framework	of	 free	zones,	as	described	by	
McCalla	(1990),	who	characterizes	it	as	“a	
designated	 area	 where	 certain	 national	
laws	 or	 regulations,	 such	 as	 customs	
duties,	 income	 tax	 regulations,	 banking	
rules,	or	minimum	wage	requirements,	are	
relaxed.”	The	primary	objective	of	an	FTZ	
is	 to	 facilitate	 trade	 activities	 that	 target	
both	domestic	and	international	markets.	
Typically,	 FTZs	 are	 strategically	 located	
within	 or	 near	 ports,	 airports,	 border	
areas,	 or	 along	 major	 transportation	
routes,	such	as	maritime,	rail,	and	highway	
corridors,	 as	 well	 as	 development	 zones	
(Bost	 2019).	 In	 the	 Indonesian	 context,	
Hidayat	and	Hidayat	(2010,	56)	define	free	
trade	zones	and	free	ports	as	“areas	within	
the	sovereign	 territory	of	 the	Republic	of	
Indonesia	 that	 are	 excluded	 from	 the	
customs	area,	thereby	exempt	from	import	
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duties,	 value-added	 tax	 (VAT),	 luxury	
goods	 sales	 tax	 (PPnBM),	 and	 excise	
duties.”	

Since	 the	 unique	 status	 of	 a	 Free	
Trade	 Zone,	 it	 necessitates	 the	
establishment	 of	 a	 dedicated	 entity	 to	
oversee	 its	 administration	 and	
governance.	Based	on	literature	review,	it	
has	been	discovered	there	are	two	types	of	
administrative	 government	 of	 free	 trade	
zones	in	the	world.	First,	the	administrator	
of	 free	 trade	 zones	 managed	 by	 an	
authoritative	 body	 such	 as	 SUFRAMA	 in	
the	 Manaus	 Free	 Trade	 Zone	 in	 Brazil	
(Castilhos	 1989),	 the	 Port	 Authority	 of	
New	 York-New	 Jersey	 in	 New	 York-New	
Jersey	 (PANYNJ	 2012),	 USA,	 and	 the	
Hamburg	Port	Authority	in	Germany	(Xiao	
2016).	 Then,	 second,	 the	 free	 trade	 area	
administrator	 whose	 management	
authority	 is	 handed	 over	 to	 local	
governments,	 such	 as	 Shenzhen	 and	
Shanghai	in	the	People's	Republic	of	China	
(Martinek	2018;	Wan	et	al.	2014).	

In	the	case	of	the	Batam	Free	Trade	
Zone,	 the	 management	 authority	 of	 the	
Free	Trade	Zone	and	Free	Port	is	given	to	
BIFZA.	 However,	 the	 Batam	 municipal	
government	also	has	similar	jurisdiction	in	
the	management	 of	 the	Batam	 area,	 thus	
creating	a	dualism	of	authority.	Therefore,	
the	 National	 Government	 issued	 a	
government	regulation	to	unify	those	two	
leadership	 organizations,	 enabling	 the	
Mayor	 of	 Batam	 to	 hold	 the	 position	 of	
Chief	Executive	of	BIFZA	through	ex-officio	
policy.	

This	 study	 design	 and	 analysis	 is	
based	 on	 the	 policy	 implementation	
framework	 model	 developed	 by	 Grindle	
(1980).	 This	 model	 emphasizes	 the	
implementation	of	a	policy	to	consider	the	
policy	 content	 consisting	 of	 affected	
interests,	 types	 of	 benefits,	 extent	 of	
change,	 degree	 of	 envisioned,	 site	 of	
decision-making,	 program	 implementors,	

and	 resources	 committed.	 Furthermore,	
this	model	addresses	the	policy	context	in	
the	 implementation	 of	 the	 policy,	 which	
comprises	 the	 power,	 interests,	 and	
strategies	 of	 the	 actors	 involved,	
institutional	 and	 regime	 characteristics,	
and	compliance	and	responsiveness.	

From	 those	 studies,	 this	 research	
aims	 to	 evaluate	 and	 analyze	 the	
implementation	of	 the	ex-officio	 policy	 in	
the	development	of	a	free	trade	zone	and	
free	port	of	Batam.	This	study	focuses	on	
two	key	aspects:	

1. To	 analyze	 and	 identify	 the	
implementation	 of	 the	 Ex-
officio	 policy	 in	 the	
development	of	the	Batam	free	
trade	zone	and	free	port.	

2. To	 analyze	 and	 identify	 the	
supporting	 and	 inhibiting	
factors	 in	 the	 implementation	
process	of	 the	Ex-officio	 policy	
in	 the	 development	 of	 the	
Batam	free	trade	zone	and	free	
port.	

	
Method	

This	 study	 employed	 a	 qualitative	
research	 approach	 to	 generate	 in-depth	
findings	based	on	data	collected	from	the	
field.	 Qualitative	 methods	 were	 deemed	
most	suitable	for	uncovering	existing	facts	
and	 addressing	 the	 issues	 under	
investigation.	 As	 a	 methodology,	
qualitative	research	emphasizes	the	use	of	
descriptive	 language	 over	 numerical	
statistics	 during	 both	 data	 collection	 and	
analysis	 (Bryman	 2012;	 Corbetta	 2003).	
Consistent	with	other	forms	of	qualitative	
research,	 the	 findings	 of	 this	 study	 are	
contextually	 relevant	 and	 adaptable	
across	 various	 settings,	 though	 they	 are	
not	intended	for	broad	generalization.	

This	research	was	conducted	using	
open-ended	 interviews	 as	 the	 primary	
data	 collection	 technique.	The	 interviews	
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were	 conducted	 between	 June	 and	
September	 2023.	 Researchers	 used	 a	
purposive	 sampling	 technique	 to	 select	
informants.	 Twenty	 informants	 were	
divided	 into	 five	 categories:	 ex-officio	
policy	 formulators,	 ex-officio	 policy	
executors,	 public	 service	 executors,	
business	 representatives,	 and	 legal	
practitioners.	 For	 secondary	 data,	 the	
researcher	 used	 archival	 and	 fieldwork	
techniques	 (Asdal	 and	 Reinertsen	 2022)	
sourced	from	laws	and	regulations,	study	
results,	 newspaper	 articles	 and	 news,	
magazines,	 meeting	 minutes	 documents,	
focus	 group	 discussion	 (FGD)	 results,	
consultation	 documents,	 and	 letters	
related	 to	 the	 ex-officio	 policy	 and	 the	
development	of	the	Batam	free	trade	and	
free	port	area.		
		 This	study	employed	data	analysis	
techniques	 grounded	 in	 the	 principles	 of	
credibility,	 transferability,	 and	
confirmability	 (Miles,	 Huberman,	 and	
Saldaña	 2014).	 In	 qualitative	 research,	
data	 analysis	 is	 an	 iterative	 process	
conducted	 alongside	 other	 phases,	
including	 data	 collection	 and	 the	
preparation	 of	 findings	 (Creswell	 2007).	
To	ensure	comprehensive	insights	into	the	
implementation	 of	 the	 ex-officio	 policy,	
researchers	 utilized	 data	 triangulation.	
The	 analysis	 was	 further	 guided	 by	
Grindle's	 (1980)	 implementation	 policy	
framework,	 serving	 as	 a	 conceptual	
framework	 for	 this	 study.	 The	 data	
analysis	 process	 was	 continuous	
throughout	 the	 research,	 occurring	
simultaneously	with	 data	 collection.	 This	
iterative	 approach	 encompassed	 key	
stages,	 including	 data	 reduction,	 data	
presentation,	and	drawing	conclusions	or	
verification	 (Miles,	 Huberman,	 and	
Saldaña	2014).	
	
	
	

Result	and	Discussion	
Implementation	of	Ex-Officio	Policy	in	
The	Development	of	The	Free	Trade	
and	Free	Port	Area	of	Batam	
a. The	Policy	Content	of	the	Ex-officio	

Policy	 Implementation	 in	 the	
Batam	 Free	 Trade	 and	 Free	 Port	
Zone	
The	 ex-officio	 policy	 seeks	 to	

resolve	leadership	duality	in	Batam	caused	
by	 overlapping	 authorities	 between	 the	
municipal	 government	 and	 BIFZA.	 This	
duality	 has	 led	 to	 inefficiencies,	 unclear	
responsibilities,	 and	 hindered	 regional	
development.	 Unified	 leadership	 is	
essential	 to	 streamline	 decision-making,	
ensure	 effective	 problem-solving,	 and	
promote	coordinated	development	efforts,	
ultimately	 driving	 economic	 growth	 and	
societal	 well-being.	 The	 policy's	
effectiveness	 is	 shaped	 by	 its	 interaction	
with	various	related	entities.	The	defining	
feature	of	policy	implementation	lies	in	the	
dynamic	interaction	among	policymakers,	
implementers,	 and	 policy	 end-users	
within	 an	 integrative	 framework	
(Mubarok	et	al.	2020).	
• Interest	affected	

The	 ex-officio	 policy	 aimed	 to	
address	 overlapping	 authorities	 between	
the	Batam	Municipal	Government	and	the	
Batam	 Free	 Zone	 Authority	 (BIFZA).	 By	
unifying	 leadership,	 it	 sought	 to	 resolve	
inefficiencies	and	conflicts	in	governance,	
particularly	 in	 decision-making	 and	
resource	 allocation,	 which	 had	 hindered	
Batam's	development.	

When	 this	 integration	 facilitated	
improved	 coordination	 between	 public	
services	and	land	management,	challenges	
remained,	 particularly	 due	 to	 legal	
ambiguities	 and	 differing	 operational	
jurisdictions.	 Critics	 argued	 that	 the	 dual	
roles	of	the	Mayor	of	Batam,	as	municipal	
leader	 and	 ex-officio	 Chief	 Executive	 of	
BIFZA,	 potentially	 violated	 legal	
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provisions	(Ombudsman	RI	2019).	Despite	
these	concerns,	 legal	reviews,	 including	a	
Supreme	 Court	 decision,	 concluded	 that	
the	 policy	 did	 not	 contravene	 existing	
laws,	 framing	 BIFZA	 as	 a	 non-
governmental	entity	focused	on	free	trade	
zone	 operations	 rather	 than	 state	
functions	 or	 state	 apparatus	 (Mahkamah	
Agung	2021).	

The	 impact	 of	 the	 ex-officio	 policy	
has	 been	 mixed	 among	 stakeholders.	
Positive	 outcomes	 include	 improved	
alignment	 between	 municipal	 and	
industrial	 priorities,	 streamlining	
decision-making,	 and	 enhancing	
infrastructure	 for	 businesses.	 This	
integration	 has	 been	 particularly	
beneficial	 for	 stakeholders	 in	
manufacturing	 and	 maritime	 industries,	
fostering	 confidence	 in	 government	
efforts.	 However,	 shipyard	 operators	
expressed	 that	 the	 policy's	 direct	 impact	
on	 their	 operations	 was	 minimal,	
emphasizing	 instead	 the	 importance	 of	
efficient	 systems,	 streamlined	 processes,	
and	access	to	land	for	business	activities.	

"…From	my	personal	perspective	as	
a	chairman,	we	believe	that,	if	possible,	the	
ex-officio	policy	 should	be	maintained.	We	
have	 experienced	 its	 positive	 impacts;	 for	
example,	we	no	 longer	need	to	go	through	
multiple	 processes;	 we	 just	 need	 to	 meet	
with	 the	 chief	 executive	 (the	 chairman	 of	
BIFZA),	 and	 at	 the	 same	 time,	 it	 also	
involves	 the	mayor	 (the	mayor	 of	Batam).	
[...]	 We	 had	 discussions	 with	 several	
stakeholders	 from	 Singapore,	 and	 they	
recognized	this	as	a	concrete	action	by	the	
national	 government	 in	 implementing	 the	
ex-officio	 policy.	 They	 see	 it	 as	 a	 genuine	
effort	to	provide	support."	(Interview	with	
Chairman	of	Indonesia	Maritime	Alliance).	

												 Moreover,	 there	 is	 the	
assurance	of	assets	between	BIFZA	and	the	
Batam	 Municipal	 Government.	 This	 is	
evidenced	by	the	issuance	of	the	Decree	of	

the	Chief	Executive	Batam-Indonesia	Free	
Zone	 Authority	 No.	 67-73	 of	 2020	
concerning	 Exemption	 from	 Payment	 of	
Annual	Obligation	Fees	for	the	Transfer	of	
Certain	 Parts	 of	 the	 Land	 Management	
Rights	 of	 the	Batam-Indonesia	 Free	Zone	
Authority	 to	 the	 Government	 of	 the	
Republic	of	Indonesia	cq.	Batam	Municipal	
Government.	 While	 the	 ex-officio	 policy	
demonstrated	 potential	 to	 harmonize	
governance	 and	 attract	 investment,	 its	
effectiveness	 varied	 across	 sectors,	
highlighting	 the	 need	 for	 consistent	
implementation	and	policy	refinement.	
		
• Type	of	benefits	

The	ex-officio	policy	in	Batam’s	Free	
Trade	 Zone	 and	 Free	 Port	 Area	 was	
introduced	to	streamline	governance	and	
address	conflicts	arising	from	overlapping	
authorities	between	BIFZA	and	the	Batam	
Municipal	Government.	This	policy	aimed	
to	 harmonize	 land	 management	 and	
licensing	processes,	which	had	previously	
suffered	from	inefficiencies	and	delays	due	
to	 dual	 leadership.	 By	 unifying	 authority	
under	 the	 Mayor	 of	 Batam,	 who	
simultaneously	 serves	 as	 the	 Chief	
Executive	 of	 BIFZA,	 the	 policy	 facilitated	
quicker	decision-making,	better	alignment	
of	 development	 programs,	 and	 improved	
coordination.	 This	 integration	 enhanced	
the	 implementation	 of	 projects	 and	
ensured	 that	 public	 infrastructure	
development	 was	 more	 responsive	 to	
regional	 needs,	 benefiting	 both	 investors	
and	the	public.	

Business	 stakeholders	 have	
acknowledged	 the	 positive	 impact	 of	 the	
ex-officio	policy,	particularly	in	simplifying	
bureaucratic	 processes,	 fostering	
consistency	in	regulations,	and	improving	
collaboration	 between	 BIFZA	 and	 the	
Batam	Municipal	Government.	

"…From	 the	 perspective	 of	 business	
actors,	especially	in	terms	of	licensing,	it	has	
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become	 much	 easier	 now.	 Additionally,	 in	
terms	 of	 policy,	we	 consider	 it	 to	 be	more	
consistent	 for	 business	 operators.	 BP	
Batam's	 support	 for	 investment	 and	
business	activities	in	Batam	is	also	seen	as	
improving	 steadily	 over	 time	 up	 to	 the	
present."	 (Interview	 with	 Indonesia	
Business	Association)	

Investors	 now	 experience	 a	 more	
streamlined	licensing	process	and	greater	
confidence	 in	 the	 stability	 of	 policies,	
which	 reduces	 uncertainties	 and	
encourages	 long-term	 planning.	 The	
elimination	of	 redundant	procedures	and	
the	 unified	 leadership	 structure	 have	
created	 a	 more	 business-friendly	
environment,	 spurring	 investment	 and	
economic	growth	 in	Batam.	Based	on	 the	
researchers'	 observations,	 after	 the	
establishment	 of	 the	 ex-officio	 policy,	
there	 was	 an	 integration	 of	 licensing	
platforms	 carried	 out	 by	 BIFZA	 and	 the	
Batam	 Municipal	 Government,	 namely	
with	the	release	of	Indonesia-Batam	Single	
Online	 Submission,	 or	 IBOSS.	 This	 is	
manifested	 in	 the	 Memorandum	 of	
Understanding	 between	 the	 Investment	
Coordinating	 Board	 (BKPM),	 the	 Batam	
Municipal	 Government,	 and	 BIFZA	 in	
implementing	 the	 online	 single	
submission	(OSS)	system	in	the	context	of	
electronically	 integrated	 business	
licensing	 services.	 Overall,	 the	 policy	 has	
not	only	strengthened	governance	but	also	
paved	 the	 way	 for	 accelerated	
development	 and	 enhanced	 regional	
competitiveness.	

	
• Extent	of	change	envisioned	

The	 implementation	 of	 the	 ex-
officio	policy	has	significantly	aligned	 the	
roles	 of	 BIFZA	 and	 the	 Batam	 Municipal	
Government,	 fostering	 coordination	 in	
planning,	 execution,	 and	 funding	 of	
development	 programs.	 Previously	
plagued	 by	 overlapping	 authorities	 and	

frequent	 conflicts,	 the	 two	 entities	 now	
operate	under	unified	leadership,	with	the	
Mayor	 of	 Batam	 concurrently	 serving	 as	
the	Chief	Executive	of	BIFZA.	

This	 structural	 integration	 has	
resolved	 inefficiencies,	 streamlined	
decision-making,	 and	 ensured	 that	
development	 initiatives	 complement	
rather	than	contradict	each	other,	leading	
to	more	sustainable	outcomes.	The	policy	
has	also	enhanced	resource	efficiency	and	
reduced	 delays	 in	 program	
implementation	 by	 enabling	 a	 single	
leader	 to	 formulate	 and	 execute	
consistent,	 integrated	 policies.	 The	
anticipated	impact	of	the	ex-officio	policy	
is	 reflected	 in	 Batam's	 economic	
advancement.	 Since	 its	 implementation,	
Batam	 has	 demonstrated	 consistent	
economic	growth,	achieving	an	impressive	
rate	of	7%	by	2023	(figure	4).	

	

	
Figure	4	Batam	Economic	Growth	

Percentages	2016-2023	
Source:	Author	(2024)	

	
Improved	synergy	between	the	two	

institutions	 has	 minimized	 conflicts,	
strengthened	 governance,	 and	 created	
continuity	 in	 decision-making,	 which	
benefits	 both	 regional	 development	 and	
public	 welfare.	 By	 providing	 clear	
authority	 and	 effective	 oversight,	 the	 ex-
officio	 mechanism	 ensures	 that	 Batam’s	
economic	 and	 social	 progress	 remains	
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balanced	 and	 targeted	 toward	 long-term	
goals.	
	

• Program	implementors	
The	 ex-officio	 policy	 was	

implemented	 to	 address	 the	 overlapping	
authorities	between	the	Batam	Municipal	
Government	 and	 BIFZA,	 a	 longstanding	
issue	 that	 hindered	 development	 and	
investment	 in	 the	 region.	 By	 unifying	
leadership	under	the	Mayor	of	Batam,	who	
concurrently	serves	as	the	Chief	Executive	
of	 BIFZA,	 the	 policy	 aimed	 to	 streamline	
governance,	 particularly	 in	 land	
management,	licensing,	and	infrastructure	
development.	This	integration	allowed	for	
faster	 decision-making	 and	 reduced	
bureaucratic	 inefficiencies,	 fostering	 a	
more	 stable	 and	 investor-friendly	
environment.	 Furthermore,	 the	 policy	
introduced	 joint	 planning	 mechanisms,	
such	 as	 harmonizing	 spatial	 planning	
(regional	 spatial	 plan	 or	 RTRW)	 to	 align	
the	 visions	 and	 responsibilities	 of	 both	
entities,	 ultimately	 promoting	 more	
effective	regional	development.	

"One	 of	 the	 key	 points	 [...]	 is	 about	
bridging	 the	 issue	 of	 land	 management.	
Because	 [...]	 it	 is	 one	 of	 the	 fundamental	
problems,	 particularly	 in	 the	 relationship	
between	 BIFZA	 and	 the	 Batam	 Municipal	
Government.	 Beyond	 the	 matter	 of	
planning,	this	is	why	the	regulation	on	the	
ex-officio	policy	emphasizes	joint	planning,	
which	 is	 implemented	 through	 the	 spatial	
planning	(regional	spatial	planning)	of	the	
Batam	Municipal	Government."	(Interview	
with	 Deputy	 of	 Area	 Management	 and	
Investment	of	BIFZA)	

The	 unified	 leadership	 structure	
also	 addressed	 critical	 land	management	
challenges,	 ensuring	 smoother	 processes	
for	 public	 and	 social	 infrastructure	
projects.	With	 direct	 authority	 over	 both	
entities,	 the	 mayor	 facilitated	 the	
resolution	 of	 asset	 ownership	 disputes	

and	streamlined	bureaucratic	procedures	
in	public	 services,	 such	 as	 the	 Integrated	
Service	Mall.	 This	policy	has	 significantly	
enhanced	 collaboration	 between	 BIFZA	
and	 the	 municipal	 government,	 enabling	
efficient	 resource	 allocation	 for	 public	
facilities	like	schools	and	health	centers.	

"Alhamdulillah,	 with	 the	 ex-officio	
mayor	now,	the	process	has	become	faster.	
When	 the	 community	 raises	 land	 issues	
through	 the	 development	 planning	 forum	
(Musyawarah	 Perencanaan	
Pembangunan),	all	we	need	to	do	is	report	
it	 to	 the	 mayor,	 and	 the	 mayor	 instructs	
BIFZA,	 which	 handles	 land	 matters,	 since	
land	 management	 is	 not	 under	 our	
authority."	 (Interview	 with	 Regional	
Secretary	 of	 Batam	 Municipal	
Government)	

Moreover,	 it	 has	 provided	 greater	
certainty	 for	 investors	and	businesses	by	
simplifying	 licensing	 and	 fostering	better	
coordination	between	the	two	institutions,	
paving	 the	way	 for	 sustainable	 economic	
growth	in	Batam.	

	
• Resources	committed	
The	 ex-officio	 policy	 has	

significantly	transformed	the	financial	and	
decision-making	 dynamics	 in	 Batam,	
enabling	the	mayor,	who	also	serves	as	the	
chief	 executive	 of	 BIFZA,	 to	 manage	
funding	 with	 greater	 flexibility	 and	
efficiency.	 While	 BIFZA's	 financing	 relies	
on	 non-tax	 state	 revenue	 (Pendapatan	
Negara	 Bukan	 Pajak)	 from	 strategic	
business	units	such	as	hospitals,	harbors,	
and	 airports,	 the	 Batam	 Municipal	
Government	 depends	 on	 the	 Regional	
Budget	 (Anggaran	 Pendapatan	 Belanja	
Daerah),	 derived	 from	 local	 revenue,	
retributions,	 and	 balanced	 funds,	 which	
require	DPRD	approval.	

"In	 the	 past,	 before	 the	 ex-officio	
policy,	 everything	 was	 centralized.	
However,	with	 the	 ex-officio	 arrangement,	
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the	 allocation	 function	 has	 been	
strengthened.	 The	 allocation	 function	 is	
best	carried	out	by	locals,	as	they	know	and	
understand	 the	 region	 well."	 (Interview	
with	Deputy	Chief	Executive	of	BIFZA)	

	Under	 the	 ex-officio	 arrangement,	
the	Mayor	 of	 Batam	 has	 the	 authority	 to	
directly	 execute	 development	 projects	
without	 requiring	 Regional	 People’s	
Representative	 Council	 (DPRD)	 consent,	
expediting	 infrastructure	 and	 service	
delivery.	 This	 flexibility	 allows	 for	 more	
responsive	and	consistent	implementation	
of	 development	 plans,	 addressing	 the	
region's	needs	more	effectively.	

With	a	leader	familiar	with	the	local	
context,	 the	 policy	 enhances	 resource	
allocation	 and	 infrastructure	
development,	 bridging	 gaps	 between	
government	 programs	 and	 community	
needs.	With	the	decentralization	of	power	
and	 fiscal	 decentralization,	 the	 ex-officio	
policy	becomes	solidified	as	resources	are	
consolidated	in	a	single	figure	to	promote	
streamlining	 public	 sector	 activities	
(Sijabat	 2016).	 As	 observed,	 this	
integration	 accelerates	 planning	 and	
execution,	 particularly	 in	 land	
management	 and	 infrastructure,	 creating	
a	 more	 synchronized	 and	 efficient	
governance	 framework	 for	 Batam's	
growth.	
		
b. The	 Context	 of	 Ex-officio	 Policy	

Implementation	 in	 the	 Batam	 Free	
Trade	and	Free	Port	Zone	
The	 ex-officio	 policy	 was	

introduced	to	resolve	conflicts	of	authority	
between	BIFZA	and	 the	Batam	Municipal	
Government,	 which	 had	 led	 to	 slow	
economic	 growth	 and	 declining	
investment	 post-Asian	 financial	 crisis	
(Hutchinson	2019;	Negara	and	Hutchinson	
2020).	The	policy	unified	leadership	under	
the	Mayor	of	Batam,	who	also	serves	as	the	
Chief	 Executive	 of	 BIFZA,	 providing	 local	

representation	 with	 an	 intimate	
understanding	of	the	region’s	needs.	This	
integration	 aimed	 to	 synchronize	
development	 visions	 and	 eliminate	 the	
dichotomy	 between	 the	 two	 entities.	
Supported	 by	 various	ministries	 and	 key	
stakeholders,	 the	 policy	 was	 designed	 to	
harmonize	overlapping	agendas,	ensuring	
faster	and	more	effective	decision-making	
while	optimizing	resource	utilization.	

"…By	 appointing	 the	 Mayor	 of	
Batam	 to	 the	 ex-officio	 position,	 it	
politically	 elevates	 the	 dignity	 of	 the	 local	
population.	 This	 is	 because	 the	 individual	
elected	 as	Mayor	 of	 Batam	will	 inevitably	
have	a	strong	emotional	connection	to	the	
geographical	 conditions	 of	 Batam."	
(Interview	 with	 Secretary	 General	 of	
Ministry	 of	 Home	 Affairs).	 The	 initiative	
also	 addressed	 inefficiencies	 in	 licensing	
and	 land	 management,	 creating	 a	 more	
coordinated	 and	 streamlined	 governance	
structure.	

Following	 the	 implementation	 of	
the	 ex-officio	 policy,	 significant	 progress	
was	 observed	 in	 licensing	 efficiency	 and	
the	 synchronization	 of	 development	
programs.	 Key	 measures	 included	
streamlining	 processes	 at	 the	 One-Stop	
Integrated	 Service	 (Pelayanan	 Terpadu	
Satu	 Pintu)	 to	 prevent	 overlapping	
procedures	 and	 aligning	 BIFZA’s	
development	 vision	 with	 the	 municipal	
government’s	plans	through	collaborative	
planning	 forums	 such	 as	 MUSRENBANG.	
This	integration	accelerated	infrastructure	
development	 and	 reinforced	 the	
government’s	 commitment	 to	 fostering	 a	
stable	 and	 investment-friendly	
environment.	 Additionally,	 the	 policy	
expanded	 the	 scope	 of	 development	
planning	by	involving	BIFZA	in	long-term	
regional	 development	 consultations	
(Rencana	 Pembangunan	 Jangka	 Panjang	
Daerah	 2025–2045),	 focusing	 on	 both	
infrastructure	 and	 human	 resource	
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development.	 The	 policy’s	 outcomes	
demonstrate	 a	 tangible	 improvement	 in	
efficiency	 and	a	 strengthened	 framework	
for	sustainable	growth	in	Batam.	

The	development	of	Batam	as	a	free	
trade	 zone,	 free	 port	 area	 (FTZ-FP),	 and	
special	economic	zone	(SEZ)	is	marked	by	
substantial	 government	 intervention,	 a	
characteristic	 commonly	 observed	 in	
many	 developing	 nations.	 Rather	 than	
emerging	 organically	 through	 market-
driven	 forces,	 Batam's	 growth	 has	 been	
strategically	 orchestrated	by	 government	
initiatives.	 This	 is	 evident	 in	 the	
comprehensive	provision	of	infrastructure	
and	policy	frameworks	directly	facilitated	
by	 the	 national	 government	 (Aritenang	
and	Chandramidi	2020,	3).	Apart	from	the	
national	 government,	 development	 in	
Batam	 is	 influenced	 by	 Singapore.	 The	
development	of	 the	Batamindo	 industrial	
estate,	in	cooperation	with	Sembacorp	and	
Salim	Group,	can	show	this	(Peachey	1994,	
39).	

Following	 the	 reformation	 and	
decentralization	 era,	 Batam's	 status	 was	
elevated	 from	 township	 to	 municipality,	
granting	it	a	range	of	authorities,	including	
jurisdiction	over	land	licensing.	However,	
concurrently,	 the	 Batam	 Indonesia	 Free-
Zone	 Authority	 (BIFZA)	 retained	 its	 own	
authority	 in	 land	 licensing,	 leading	 to	 a	
significant	 conflict	 of	 jurisdiction	 within	
the	 region	 (Pionier,	 Matsunami,	 and	
Setiawan	 2019).	 This	 overlapping	
authority	 has	 resulted	 in	 tensions	 and	
implications	 involving	 multiple	
stakeholders,	 including	 the	 Coordinating	
Ministry	for	Economic	Affairs,	the	Ministry	
of	 Home	 Affairs,	 entrepreneurs,	 and	 the	
local	 government.	 The	 ex-officio	 policy	
intended	 to	 minimize	 the	 overlapping	
authority	 between	 the	 Batam	 Municipal	
Government	and	BIFZA,	making	the	Mayor	
of	Batam	the	BIFZA	Chief	Executive.	It	can	
be	 concluded	 that	 the	 national	

government	 decentralizes	 leadership	 by	
appointing	the	chief	executive	of	BIFZA	to	
local	people	rather	than	senior	officials	of	
ministries/institutions	 from	 Jakarta.	 This	
is	 in	 line	 with	 Rondinelli,	 Nellis	 &	
Chemma’s	 statement	 on	decentralization,	
which	 states	 decentralization	 is	 intended	
to	expedite	project	completion	by	granting	
local	 leaders’	 greater	 autonomy	 in	
decision-making.	 This	 increased	
discretion	 enables	 districts	 to	 bypass	
bureaucratic	 hurdles	 and	 inefficient	
processes	 that	 are	 typically	 associated	
with	 centralized	 authority	 (Rondinelli,	
Nellis,	 and	 Cheema	 1983,	 10).	 Read	
Hutchinson	 (2017b)	 for	 further	
information	 about	 senior	 officials	
appointed	as	BIFZA	Chairman.	
	
The	supporting	and	inhibiting	factors	
in	the	implementation	of	the	ex-officio	
policy	in	the	Batam	free	trade	and	free	
port	area	

The	 implementation	 of	 the	 ex-
officio	 policy	 in	 Batam's	 Free	 Trade	 and	
Free	Port	Area	has	played	a	pivotal	role	in	
accelerating	 economic	 growth	 and	
investment	 by	 reducing	 bureaucratic	
obstacles	 and	 enhancing	 efficiency	 in	
licensing	processes.	By	granting	the	mayor	
direct	 authority	 over	 BIFZA,	 the	 policy	
aims	 to	 streamline	 decision-making	 and	
create	a	more	conducive	environment	for	
development.	Key	positive	impacts	include	
faster	 decision-making	 on	 land	 use	 and	
construction	 permits,	 which	 facilitates	
investment	and	project	initiation,	boosting	
economic	 activity	 and	 job	 creation.	
Additionally,	 the	 policy	 has	 improved	
coordination	 between	 the	 Batam	
Municipal	 Government	 and	 BIFZA,	
enabling	 more	 effective	 and	 efficient	
infrastructure	 development.	 However,	
challenges	 remain,	 particularly	 in	
fostering	 seamless	 communication	 and	
collaboration	 between	 the	 two	 entities,	



I I I I I I I I I I I I I I I I I I I I I I I I I 
I I I 

Achmad	et	al.,	Implementation	of	Ex-Officio	Policy	on	The	Development	of	Batam	Free	Trade	
Zone	and	Free	Port	Area	

       841 

which	 can	 occasionally	 hinder	 policy	
implementation	 and	 delay	 development.	
Understanding	 the	 supporting	 and	
inhibiting	 factors	 is	 crucial	 to	 optimizing	
the	policy's	impact	on	Batam’s	growth	and	
competitiveness.	

		
a.	 The	 supporting	 factors	 in	 the	
implementation	of	ex-officio	policy	

A	 crucial	 factor	 supporting	 the	
implementation	 of	 the	 ex-officio	 policy	 is	
the	enhanced	synergy	between	BIFZA	and	
the	Batam	Municipal	Government	in	both	
the	 planning	 and	 execution	 of	
development	 initiatives.	 Although	 their	
priorities	may	differ,	both	entities	actively	
align	their	strategies	with	a	shared	vision	
for	regional	development.	This	alignment	
underscores	 the	 recognition	 that	
sustainable	 and	 inclusive	 progress	
requires	 cross-sectoral	 and	 inter-agency	
collaboration.	 By	 jointly	 addressing	
development	 challenges	 and	
opportunities,	 they	 formulate	 strategic	
programs	 tailored	 to	 Batam's	 unique	
needs.	 Formalized	 cooperation	
mechanisms,	 such	 as	 memorandums	 of	
understanding	 (MoUs)	 and	 inter-agency	
agreements,	 further	 strengthen	 this	
collaboration,	 ensuring	 that	
developmental	 efforts	 are	 cohesive	 and	
impactful	across	various	sectors.	

The	 ex-officio	 policy	 has	 had	 a	
transformative	effect	on	Batam's	business	
environment,	 notably	 increasing	 investor	
confidence	 and	 catalyzing	 economic	
growth.	 Investors	 have	 recognized	 a	
marked	 improvement	 in	 Batam's	
investment	 climate	 following	 the	 policy’s	
implementation,	 perceiving	 it	 as	 a	
significant	 step	 toward	 fostering	 a	 stable	
and	business-friendly	environment.	

A	shared	vision	between	BIFZA	and	
the	 Batam	 Municipal	 Government	 to	
attract	 investment	 and	 drive	 economic	
development	 has	 further	 reinforced	 this	

positive	 transformation.	 This	 common	
vision	not	 only	 supports	 the	 acceleration	
of	 infrastructure	 development	 but	 also	
serves	 as	 a	 robust	 foundation	 for	 the	
design	 and	 implementation	 of	 growth-
oriented	programs.	The	unified	approach	
enhances	 coherence	 and	 effectiveness,	
ensuring	 that	 developmental	 initiatives	
are	strategically	aligned	to	sustain	Batam's	
economic	progress.	

		
b.	 The	 inhibiting	 factors	 in	 the	
implementation	of	ex-officio	policy	

The	 implementation	 of	 the	 ex-
officio	 policy	 in	Batam’s	Free	Trade	Zone	
and	 Free	 Port	 area	 has	 faced	 several	
challenges	that	hinder	 its	effectiveness.	A	
primary	 inhibiting	 factor	 lies	 in	 the	 dual	
leadership	 structure	 and	 ambiguous	
regulations,	 which	 continue	 to	 create	
uncertainty	 for	 businesses	 and	 investors.	
Despite	efforts	to	streamline	coordination	
between	BIFZA	and	 the	Batam	Municipal	
Government,	 overlapping	 authority	
remains	a	significant	issue,	particularly	in	
land	management	and	license	processing.	
This	 duality	 necessitates	 multiple	
approvals	 from	 both	 entities,	 leading	 to	
delays	 and	 reduced	 investor	 confidence.	
This	 is	 supported	 by	 Muzwardi's	 (2016)	
findings,	 which	 indicate	 that	 while	 the	
facilities	and	 infrastructure	underpinning	
Free	Trade	Zones	(FTZs)	are	sufficient,	the	
enforcement	 and	 clarity	 of	 regulations	
remain	inadequate	in	practice.	

Furthermore,	resistance	to	changes	
in	 administrative	 processes,	 such	 as	
integrating	 risk-based	 online	 licensing	
systems,	 further	 complicates	 operational	
efficiency.	Regulatory	misalignment,	with	
separate	frameworks	maintained	by	each	
entity,	 exacerbates	 the	 complexity	 of	
navigating	 permits	 and	 approvals	 for	
investors.	From	a	governance	standpoint,	
key	principles	of	good	governance	remain	
inadequately	upheld,	such	as	the	principle	
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of	 legal	 certainty,	 the	 principle	 of	 non-
mixing	of	authorities,	and	the	principle	of	
implementation	 of	 public	 interest	 (Indra	
and	 Fauzan	 2023,	 133).	 Previous	 study	
revealed	that,	despite	achieving	structural	
unification	 at	 the	 elite	 level,	 regulatory	
dualities	exist,	particularly	in	areas	such	as	
land	licensing	and	taxation.	

Additional	 barriers	 include	
bureaucratic	 inertia,	 insufficient	
resources,	and	infrastructural	 limitations.	
Resistance	 to	 transferring	 authority	
(devolution)	 from	 ministries	 to	 BIFZA	
reflects	 concerns	 over	 local	 capacity	 and	
the	 reluctance	 of	 national	 institutions	 to	
relinquish	 control.	 Turner,	 Prasojo,	 and	
Sumarwono	 (2022)	 argue	 that	 the	 rigid	
hierarchical	structure	 further	contributes	
to	 sluggish	 decision-making,	 a	 tendency	
toward	risk	aversion,	and	an	emphasis	on	
procedural	compliance	over	performance	
optimization.	 The	 reluctance	 to	 delegate	
authority	 from	 the	 national	 government	
(ministries)	 to	 BIFZA	 or	 the	 municipal	
government	has	made	this	ex-officio	policy	
incomplete.	 For	 example,	 the	Ministry	 of	
Environment	 and	 Forestry	 does	 not	 fully	
authorize	 BIFZA	 or	 local	 government	 to	
provide	 environmental	 impact	
assessments,	resulting	in	a	slow	licensing	
process.	This	 is	 explained	by	Lee	 (2019),	
who	 mentioned	 that	 administrative	
limitations,	 resources,	 and	 technical	
aspects	are	always	used	by	the	ministry	as	
arguments	to	minimize	the	occurrence	of	
environmental	exploitation,	pollution,	and	
ecosystem	degradation.	This	is	confirmed	
by	the	reclamation	activities	that	occurred	
in	 Batam,	 which	 triggered	 slope	
deformation,	river	sedimentation,	and	soil	
erosion	 and	 destroyed	 mangroves	 while	
reducing	the	fishery	catch	(Priyandes	and	
Majid	2009).	

Next,	 gaps	 in	 technological	
integration,	 inadequate	 infrastructure,	
and	a	lack	of	comprehensive	inter-agency	

coordination	hinder	the	smooth	execution	
of	 the	 policy.	 These	 issues	 reduce	 the	
policy's	 potential	 to	 optimize	 economic	
growth	and	investment.	To	address	these	
challenges,	 greater	 emphasis	 must	 be	
placed	 on	 harmonizing	 regulations,	
enhancing	 resource	 allocation,	 and	
fostering	 institutional	 collaboration	 to	
create	 a	 more	 efficient	 and	 investor-
friendly	environment	in	Batam.	
	
Conclusion	

The	 implementation	 of	 the	 ex-
officio	 policy	 in	Batam's	Free	Trade	Zone	
and	 Free	 Port	 Area	 has	 significantly	
contributed	to	creating	a	more	conducive	
investment	 environment	 for	 business	
associations	and	investors.	For	the	public,	
this	policy	has	fostered	more	harmonized	
development,	 delivering	 broader	 societal	
benefits.	 The	 previously	 segmented	
development,	caused	by	institutional	silos,	
has	been	replaced	by	greater	alignment	in	
planning	 and	 implementation	 processes.	
However,	 despite	 these	 advancements,	
several	constraints	continue	to	hinder	the	
policy's	effective	execution.		

First,	 bureaucratic	 inefficiencies	
and	 complexities	 persist,	 complicating	
administrative	 processes	 and	 reducing	
operational	 efficiency.	 Second,	 resistance	
to	 change	 remains	 evident,	 particularly	
among	 personnel	 concerned	 about	
potential	 job	 security	 or	 shifts	 in	 power	
dynamics.	 Third,	 regulatory	 constraints	
still	pose	challenges,	 especially	 regarding	
the	 detailed	 governance	 relationship	
between	BIFZA	and	 the	Batam	Municipal	
Government,	 despite	 some	 progress	 in	
harmonizing	 leadership	 structures.	
Additionally,	resource	limitations	in	terms	
of	 funding,	 skilled	 human	 capital,	 and	
infrastructure	 have	 further	 impeded	 the	
efficient	 implementation	 of	 the	 ex-officio	
policy.	 To	 address	 these	 challenges,	 this	
study	 proposes	 several	 policy	
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recommendations	aimed	at	enhancing	the	
policy's	 effectiveness.	 These	 include	
strengthening	and	harmonizing	regulatory	
frameworks,	 streamlining	 bureaucratic	
procedures,	 improving	 the	 capacity	 of	
human	 resources,	 upgrading	
infrastructure,	 and	 fostering	 more	
effective	 inter-institutional	 collaboration.	
These	measures	are	essential	to	ensure	the	
successful	 implementation	and	 long-term	
sustainability	 of	 the	 ex-officio	 policy	 in	
Batam.	
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