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ASEAN LPI 2014 Ranking



Indonesia’s logistics performance (LPI) increased since 2010 
(ranking 75 has become 53)

This presentation focus on some recently debated issues and possible 
quick wins:

a. Lǘ ƛǎ ŀōƻǳǘ ƛƴǾŜƴǘƻǊȅ ŎƻǎǘǎΧΦ

b. Archipelago: ports and shipping play an important role in improving 
inter-island connectivity and reducing logistics costs

c. {ƻƳŜ ƳƛǎŎƻƴŎŜǇǘƛƻƴǎ ŀōƻǳǘ ǘƘŜ ƘƛƎƘ Ŏƻǎǘǎ ƻŦ ŘƻƳŜǎǘƛŎ ǎƘƛǇǇƛƴƎΧ

d. The need to distinguish sea freight costs and shipping costs

e. Case studies Bitung(fish) and Bima(cattle)



Concentration of economic development. GDP per km2
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How much is logistics cost incurred by Indonesian 
manufacturers? 

ÅSurvey of 80 firms in Jakarta, Bekasi, 
Semarang, Surabaya, Medan, suggests that 
logistics cost/sales of Indonesian 
manufactures is around 16%-17%, which is 
higher than that in Thailand and Malaysia 
(15% and 13%)

ÅThe result suggests that inventory carrying 
cost  contributes to 44% of logistics cost 
incurred by Indonesian manufacturers

ÅWhat matters is the reliability of delivery 
rather than the costs. Therefore, 
Indonesian manufacturers are forced to 
hold large inventories

Indonesian manufacturers’ logistics 
cost/sales (%)

Source: WB survey in 5 cities in Indonesia 5



This slide is confusing because it does not distinguish costs at port and 
sea freight costs

TanjungPriokςGuangzhou, China
Shipping Costs US$400



Port Performance: Greatly affected by low labor productivity

Port of 
destination

Waiting time
Time at berth 

(effective)
Time at berth 

(idle)
Turnaround 

time

Container 
Handling 
Charges

Sorong 24 hours 16-21 hours 10 hours 50-89 hours IDR2,168,290

Jayapura
24 to 72 
hours

48 hours 60 hours
72 to 96 
hours

IDR1,840,094

ÅSurveys of domestic shipping lines undertaken for the study suggest that port performance compared to 5 years ago 
has improved in general

ÅHowever, the time spent at some ports is sometimes as much as half of the sailing time (ex. Belawan-Jakarta, 
Surabaya-Makassar)

ÅHigher container handling charges are not associated to quality of service, but reflect the bargaining power of 
unionized labor. In fact it is higher in places (Papua) where total turnaround time (ETD-ETA) is highest

ÅTo reduce logistics costs one needs to tackle costs incurred in ports rather than sea freight costs
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Example: Logistics Cost Scenario for 1 TEU of Rice from Surabaya to Ambon

8Source: WB Survey of shipping liner 2014, Ministry of Trade survey 2014

ÅThe cost of having rice waiting 
at ports (value of time) can be 
significantly high in the overall 
logistics cost

ÅTurnaround time for a container 
vessel in Port of Ambon can be 
up to 4 days

Million Rupiah



What can be done in the short run to reduce logistics costs between 
East Java and Ambon? (rice trade)

ÅLocal retributions in East Java

ÅTerminal and container handling charges in Surabaya

ÅSea freight costs

ÅPort investments in Ambon (cranes, etc.)

ÅImproved port management in Ambon

Å??



Cattle trade between Sumbawa and Jakarta



Costs of transporting cattle from Sumbawa to Jakarta 
(per cow)
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Challenges for cattle trade 

ÅImport of cattle is 20 percent cheaper and this is due to both less 
regulatory costs and lower sea freight costs because the cattle can be 
directly unloaded in Jakarta

ÅAccess to information for cattle traders

ÅLocal government that thinks long-term and does not see this trade as a 
άŎŀǎƘ-Ŏƻǿέ

ÅLocal slaughterhouses? Agreement with DKI Jakarta has been signed

ÅCompetition on transport between Sumbawa and Surabaya



Bitunga new international gateway? 





Challenges for Bitungdomestic trade and exports

ÅReliability of departure of ships that link to major hubs

ÅDevelopment of cold storage facilities

ÅPromote international trade vis-à-vis the lobby for 
intensified trade with Java

ÅReliable feeder services



To conclude

ÅIndonesia is an archipelago. Maritime connectivity is a key concept and strategy 
to reduce logistics costs

ÅCurrent uncertainty and unreliability drives up logistics costs (higher inventory)

ÅIndonesian logistics are improving but domestic logistics (inter-island) seem to 
remain behind

ÅSome case studies suggest that improvements can be achieved through 
regulatory reform

ÅTHANK YOU


