
ABSTRACT 

In terms of increas ing the competitive advantage of Indonesia especially'" ith the 
ne ighboring country, the Government issued Lm no. 44/2007 about Free Trade 
!'.one and Free Port and Government Regu lation o. 46/2007 regard ing Batam 
Free Trade Zone and Free Port. 

The government issued this Ia\\ as an action to increase investment, to promote 
export, and to create jobs. It was also supported by the Economic Cooperation 
between ingapore - Indones ia that was signed on Ju ne 25, 2006. The 
cooperation expected that Bintan Batam Karimun on June 2009 can doubled the 
~.:x port (!·om 2005 figures, attract foreign direct investment around I Billion US D, 
and create 130.000 jobs. 

The purpose of this research is to evaluate the policy and give recommendation in 
order to further develop the 13alam Free Trade Zone and free Port. Thus, the 
policy can be implemented and can give optimal benefit to the people. 

The WOT analysis sho' s that Batam Free Trade Zone and Free Port can be 
impleml!nted better if it is in the form of cluster not the whole Batam Island. 
Industrial cluster can make the development more focus and can reduce the 
poss ibilit) or smuggler acti\ ity. In th is research, Kabi l area is recommended to 
be further de' eloped considering its big potentia l for further development. 
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