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ABSTRACT

This research aims to analyze about the governance policy and the role of legal politic aspects in the unification of fuel prices in Indonesia. This study 
used the mixed method, which is the analysis of data of fuel, and the normative juridical methods, investigating legal principles contained in the 
rules and legislation in determining the fuel prices. Although the nature of this research is descriptive analytical, the study was intended to provide 
the accurate data as much as possible about the condition of fuel pricing by describing the facts using avalaible data. The results of the discussion 
concluded that the legal and politic aspects have noticeable role in the determination of unification of fuel prices and in ensuring fuel availability 
thorough Indonesia, as well as the supply of fuel to the public in the domestic market. The study results are regarded important to provide another 
perspective in analyzing the role of legal politic elements in fuel pricing, that not merely focus on economic and quantitave analysis. The results show 
that the fuel pricing can be used as the basis for bargaining power, and political interests, making it is frequently not easy to unify the price nationally. 
The study also gives some legal justifications and social foundations of administered price of fuel that can be conducted by developing countries, 
especially Indonesia, having national oil companies and the state body on oil and gas management.

Keywords: Administered Price, Fuel Supply, Legal Justification, State Role 
JEL Classifications: K23, K32, Q48

1. INTRODUCTION

The commitment of President Joko Widodo to realize Nawa Cita 
which means nine ideal goals is actually a substantial derivation 
from Soekarno’s Trisakti idea, which is sovereign in politics, self-
reliant in economy and high personality in culture (Ambariyanto 
et al., 2017). The essence of Nawacita is to bring back the country 
among the citizens, state border security following the regional 
sovereignty and protection of natural resources (Neilson and Wright, 
2017). Moreover, Nawacita is to realize economic independence 
by moving the strategic sectors of the domestic economy. Both of 
these programs are being tested and become the priority set to be met 
by the current government. Therefore the country is to be present 
in the middle of citizens, the protection of natural resources and 
economic independence. In relation to the context of fuel problems, 
it has a very important role as the basic needs of society, industrial 
and transporting sector, and in determining changes in the prices 
of staples. In order to overcome the fuel problem, President Joko 
Widodo in a speech of state on 16 August 2017 before the House of 

Representatives and the Senate on fuel issues stated that Indonesia 
has also facing the challenge of getting rid of the middle income 
trap and the trap of natural resources (Basri and Putra, 2016). After 
the completion of the oil and gas boom in the 1970s (Karl, 1997; 
Hill, 1992), furthermore, the President stated that the desire to do 
equitable distribution is not just a slogan, but must really make it 
concretely. For instance, in the Provinces in Papua and other east 
Indonesian provinces and small islands have to buy fuel at very 
expensive prices (Agustina et al., 2012).

In this connection, the policy of fuel price must be implemented 
by the government either within the context of the state and in the 
context of social causes problems in one area will certainly have 
an impact on other so the government can find out what are the 
implications and actions taken about the management and control 
of fuel prices. Then if the government is not able to regulate and 
control the fuel prices, there will be chaos in the sustainability of 
economic development in Indonesia. This is due to the fact that 
fuel is a basic necessity in industries around the world, but fuel is a 
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non-renewable natural resource. The need for fuel both in industry 
and transportation is increasing every day because these machines 
require fuel and can cause the scarcity of fuel, but the increasing 
need for fuel is not supported by the declining natural resources 
(Sumaila et al., 2008). The 1945 Constitution of the State of the 
Republic of Indonesia places the management of natural resources 
on the provisions of Article 33. Under the provision, Law No. 22 of 
2001 on Oil and Natural Gas was established. This Act supersedes 
Law No. 44 of the Government Regulation of 1960 on Oil and 
Gas Mining, Law No. 15 of 1962 on Stipulation of Government 
Regulation in Lieu of Law No. 2 of 1962 concerning Obligation 
of Oil Companies to Meet Domestic Demand, and Law No. 8 of 
1971 concerning Oil and Petroleum Mining Companies which is 
considered to have no longer appropriate with the development 
of oil and gas mining business at that time (Agustina et al., 2008).

Based on the description of the background of the above problem, it 
can be determined some research problems as how the role of legal 
and politic aspects in determining the fuel prices and the important 
determinants as well as the legal politic solutions in the effort to 
unify the price of fuel in Indonesia. Such study is regarded important 
to provide another perspective in analyzing the role of legal politic 
elements in fuel pricing, that not merely focus on economic and 
quantitave analysis (for instance see, Setiyo et al., 2016; Sasana et 
al., 2017; Mohamed and Bekhet, 2016; Kurniawan, 2017; Chaiwat 
and Tangvitoontham, 2014; Madaleno et al., 2015; Lenkova, 2017). 
The authors review about how the role of law in the unification of 
the price of fuel in Indonesia. The approach taken is to use economic 
laws, laws relating to various economic activities with macro and 
micro approaches. The macro conceptual study means the legal 
study of everything that has to do with macro economic activity, in 
this section there is state intervention on the activity so as to achieve 
a healthy and reasonable economic society. Economic activity in 
its various field activities is regulated by law. Thus, economic law 
has a broad scope of understanding covering all issues related to 
the relationship between law and economic activities, especially in 
the oil and gas sector that have considerable role in improving and 
maintaining economic growth, and political stability.

This research was done driven by fact that fuel was priced 
unequally in different parts of Indonesia. Papuan people in 
the most eastern part of Indonesia have to buy fuel at a very 
expensive price, sometimes it costs tens of price purchased in 
Java or Sumatra in western part of the country in western part 
of the country see Table 1. The current government wish to 
unify the price of fuel in Indonesia. By one fuel price policy, the 
government considered necessary to assess more accurately and 
comprehensively concerned with the issue of fuel price gap in Java 
and other Indonesian islands, especially with Papua provinces. 
Regarding the Pertamina’s distribution problems, because of Papua 
island’s topography that is mountaneous and has many highlands, 
according to Presidential Decree No. 191 of 2014 article 1(4), the 
terminal fuel depot/distributors is fuel storage and distribution 
are owned or controlled by PT Pertamina (Persero) and/or other 
business entity that gets the assignment of supply and distribution 
of specific fuel type (Legal Information Documentation Network, 
Ministry of Energy and Mineral Resources, 2014). From this 
Presidential Decree, the government commissioned Pertamina to 

distribute fuel at the same price at the handover point or channeling 
institution. The government would also bear the cost of the fuel 
which includes the supply, storage, distribution of fuel.

Based on the description of the background of the above problem, 
it can be determined some research problems as how the role of 
legal and politic aspects in determining the fuel prices and the 
important determinants as well as the legal justifications in the 
effort to unify the price of fuel in Indonesia.

2. METHODOLOGY

This type of research is literature research. Data used are secondary 
data including primary legal materials, secondary law and tertiary 
legal materials, i.e., materials that provide information on primary and 
secondary legal materials systematically to explain the relationship 
between the facts with the legislation in force. The research 
methodology used is the normative juridical normative law reviewing 
the law conceptualized as the norm or rules that apply in society, and 
become a reference behavior of social phenomenon related to the legal 
apects (Soerjono, 1986). By using descriptive analytical, the research is 
intended to give the data as accurately as possible about the state of the 
object being studied by describing the facts by using qualitative data 
on the role of legal politic aspects in uniting fuel prices in Indonesia.

3. THE PROBLEMS OF STATE OIL 
COMPANY IN FULFILLING NATIONAL 

DEMAND

Economic liberalization in Indonesia should not be fully controlled 
by the market because the liberal economic system, also called the 
system of free market economy or laissez faire economic system. 
The family economic system adopted in Indonesia want the 
government to be given an important role in economic activity in the 
comprehensive public interest. Thus there is a discrepancy between 
the stem of the liberal economy and the familial economic stem. 
The kinship economic system is a way to organize and organize all 
economic activities in society whether committed by government 
or private based on certain principles in order to achieve prosperity 
or prosperity. Indonesia’s current economic system is a system of 
economic democracy that is a national economic system which 
is a manifestation of the philosophy of Pancasila and the 1945 
Constitution based on the family and mutual cooperation of, 
by and for the people under the leadership and supervision of 
the government (Liddle, 1982). This economic system has the 
ideological basis of Pancasila as well as the constitutional basis 
of the 1945 Constitution (McCawley, 1982; Prawiranegara, 1984). 
Economic system based on Pancasila is characterized by some 
matters. First, the wheels of the economy are driven by economic, 
moral and social stimuli. Second, there is a strong will of all 
members of society to realize the socio-economic equality. Third, 
the priority of economic policy is the development of a strong and 
resilient national economy, which means that nationalism always 
animates every economic policy. Fourth, cooperative is a pillar 
of the national economy (Ropke, 1990). Fifth, there is a clear 
and firm balance between centralism and the decentralization of 
economic policy to ensure economic justice and social justice while 
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maintaining economic efficiency and growth (see also for some 
specific cases, for instance, Ardiansyah et al., 2015).

The legal development in Indonesia tends not to be directly 
proportional to development in the economic field. As a result of, 
the economic development achieved by Indonesia did not get a 
strong legal foundation. Particularly during the New Order period 
(1966-1998), the development of the law was often diverged 
in order to pursue rapid economic growth, resulting in various 
economic imbalances such as welfare gaps in society, collusion 
between employers and officials, high cost economy, and widespread 
corruption (for instance, see Smith et al., 2003; Mietzner, 2007; 
Robertson-Snape, 1999). Economic development must be done 
through a strong legal foundation because the law is an institution that 
ultimately determines how the welfare of the people can be enjoyed 
equally, how social justice can be realized in the life of society, and 
how the advancement of science and technology can bring progress 
to the masses. The 1945 constitution itself stipulates that business 
sectors related to the interests of the wider community should be fully 
utilized for the welfare of the people. The people should be enjoying 
the natural wealth that Indonesia has with the best of it.

Thus considering the importance of the role of fuel in community 
life and various problems that continue to emerge empirically as 
legal issues, establishment of prices and ensure supply, availability 
and continuity of supply of fuel to the public in the domestic 
market, there are needs to examine the role of law and regulation 
in determining the equitable fuel pricing to resolute various fuel 
problems. According to the data of Indonesian fuel consumption 
per day is assumed 1.5 million barrels (Directorate General of 
Oil and Gas, Ministry of Energy and Mineral Resources, 2015). 
Therefore the government must function as a buffer, and is advised 
immediately build a buffer stock of fuel, and then, fuel can function 
as a buffer reserves serving as stability guards when supplies are 
disrupted like the global security turmoil, leading to economic 
disruptions (Wicaksono, 2015). To improve national energy security, 
the government will build reserves Indonesia does not have a buffer 
stock yet. So far there is only operational reserves of PT. Pertamina 
as much as 22 days for fuel and 12 days for LPG. Moreover, the 
government asked Pertamina and other business entities to have a 
30-day operating reserve (Agustinus, 2016). Almost all fuel storage 
tanks belong to the Contractor Contract (PSC), Chevron and Conoco 
Philips. The development of oil storage buffer reached 30 days with 
an investment of about US $ 17.25 billion is required in anticipation 
of emergency conditions. To build a 30 day buffer reserve, the oil 
and petroleum business entities are tasked with securing national oil 
and fuel reserves, building their processing, transport and storage 
infrastructure, and aggregating national fuel prices ((Directorate 
General of Oil and Gas, Ministry of Energy and Mineral Resources, 
2015). The government appointed Pertamina as the national fuel and 
fuel support business (Ayuningtyas and Hartat, 2015).

4. LAW ON OIL AND GAS AND NEW 
MANAGEMENT OF STATE OIL COMPANY

Oil along with natural gas is an important sector of a country, 
related to the need for energy and economic progress of the 

nation (Omer, 2008; Dincer, 2000; Karl, 2007). Constitutionally, 
article 33 of the 1945 constitution, states that the branch of vital 
production that controls the livelihood of the people is controlled 
by the state and is used as much as possible for the welfare of the 
people (Butt and Lindsey, 2008). Law No. 22 of 2001 on Oil and 
Natural Gas which changes to Law No. 8 of 1971 on the State 
Oil and Gas Mining Company (Fabrikant, 1975), has brought 
about positive and negative significant change implications. The 
amendment is due to the fact that the old law is considered to be 
no longer in accordance with the technological developments. 
Moreover, the law of supply and demand for energy is increasingly 
dynamic resulting in the National Oil and Gas Mining Company 
(Pertamina) being not able to fulfil the national needs.

The implication is that the change in Pertamina’s status, which 
was once the sole ruler of oil and gas (State-Owned Enterprise) 
managers into a company, which, by definition, Law No. 19 of 
2003 on State-Owned Enterprises, is a state-owned enterprise 
a limited liability company which capital is divided into shares 
wholly or at least 51% of whose shares are owned by the Republic 
of Indonesia which main purpose is to pursue profits. So the 
Pertamina is no longer regulate the management, distribution, 
purification, exploitation and so forth regarding national oil 
management. Pertamina becomes one of the parties or companies 
that will seek energy management. Pertamina, which no longer 
monopolizes oil and gas management, is replaced by Oil and 
Gas Executing Agency (BP Migas), a business activity based on 
exploration and exploitation activities ie for the upstream sector, 
and the Oil and Gas Regulatory Agency (BPH Migas) for the 
downstream sector. BP and BPH oil and gas in accordance with the 
Law 22/2001, Article 4 paragraph 3 is formed by the government 
and also directly accountable to the government.

However, Law of Oil and Gas, in addition to providing a solution, 
also raises its own problems. The positive side is that, since 2001, 
in terms of service, production, and products, Pertamina has been 
much better than before. It can be seen with the improvement in 
oil station service owned or operated by Pertamina. This is the 
impact of an open competition that encourages each entrepreneur 
to improve the quality and service. The other positive side is that 
consumers are increasingly free to determine the fuel or gas they 
want to use. Depending on the needs and consequences of oil and 
gas management is not fully controlled by the government. Hence, 
the government must keep monitoring and controlling the upstream 
and downstream business activities. Guidance and supervision by 
BP and BPH Migas must be run in accordance with their respective 
responsibilities (Agustina et al., 2008). Nonetheless, on 13 
November 2012, the constitutional court ruled a chapter governing 
the duties and functions of the Oil and Gas Executing Agency (BP 
Migas) regulated in Law Number 22 of 2001 regarding Oil and 
Natural Gas is contradictory to the 1945 constitution and has no 
binding law (Constitutional Court of the Republic of Indonesia, 
2012). Responding to this decision, the government then decided to 
issue Presidential Regulation No. 95/2012 to establish Temporary 
Work Unit for Upstream Oil and Gas Business Activities (SK 
Migas). This body then becomes Special Unit for Upstream Oil 
and Gas Business Activities (SKK Migas) through Presidential 
Regulation No. 9/2013 (http://www.mahkamahkonstitusi.go.id, 



Sihombing and Lisdiyonol: Governance and the Role of Legal Aspects in the Fuel Pricing in Indonesia

International Journal of Energy Economics and Policy | Vol 8 • Issue 3 • 2018 171

2012). SKK Migas is in charge of managing upstream oil and gas 
business activities under the cooperation contract. Different from 
the BPH Migas which was established with the duty and function 
to make control arrangements on the provision and distribution of 
fuel and natural gas, as well as the transportation of natural gas 
through pipeline at downstream business activities, and responsible 
to the President, the establishment of SKK Migas institution is 
intended to take the natural resources of oil and gas owned by the 
state to be able to provide maximum benefits and state revenue for 
the greatest prosperity of the people (http://skkmigas.go.id, 2017).

In line with the dynamics of the world oil and gas industry, 
the government issued the Oil and Natural Gas Law No. 22 of 
2001. As a consequence of the application of the Act, Pertamina 
has shifted its form into PT. Pertamina (Persero) and acts only 
as an operator that establishes cooperation contracts with the 
government represented by SKK Migas. The law also requires 
Pertamina to establish subsidiaries to manage the exploration, 
exploitation and production of oil and gas as the consequences of 
separation of upstream and downstream businesses (http://www.
pertamina.com, 2017). Pertamina’s upstream business sector 
implemented in several regions in Indonesia and abroad covers 
activities in the fields of exploration, production, and transmission 
of oil and gas. To support the exploration and production activities, 
Pertamina also pursue the business of technology and drilling 
services, as well as other activities consisting of geothermal energy 
development and Coal Bed Methane (CBM). In the exploitation 
of oil and gas both at home and abroad, Pertamina can operate 
either independently or through some patterns of cooperation with 
partners, namely joint operation, Joint Operation Body (JOB), 
Technical Assistance Contract (TAC), Indonesia Participating/
Pertamina Participating Interest (IP/ PPI), and Joint Operations 
Agency (BOB) (http://www.pertamina.com, 2017). Meanwhile, 
Pertamina’s downstream sector includes crude oil processing, 
marketing and trading of oil, gas and petrochemical products, 
and related shipping business for the distribution of company’s 
products. Processing activities conducted in some Refinery Units 
(RU), such as RU II in Dumai, Riau Provice, RU III in Plaju, South 
Sumatera, RU IV in Cilacap, Central Java, RU V in Balikpapan, 
East Kalimantan, RU VI in Balongan, West Java, and RU VII 
in Sorong, West Papua. Furthermore, Pertamina also operates 
Arun LNG Unit in Aceh Province and Bontang Refinery Unit 
in East Kalimantan. The products produced include fuel such 
as premium, kerosene, diesel oil, and non-fuel products such as 
lubricants, asphalt, Liquefied Petroleum Gas (LPG), musicool, and 
Liquefied Natural Gas (LNG) Paraxylene, Propylene, Polytam, 
Pure Terephthalic Acid (PTA) and other products (http://www.
pertamina.com, 2017).

5. THE CRITICAL ROLE OF STATE IN OIL 
AND GAS MANAGEMENT

Some theories such as those proposed by Friedmann (1968), 
Geelhoed (1994) and Zijlstra (2006) have discussed the role of the 
state authorized by law to encourage the dynamics of economic 
development activity (Kapteyn, 2008). Suhardi (2002), Haarmann 
(2017) states that there are three tipologies or categories of the 

role of State on behalf of the law. First, state acts as regulator 
(sturende) and a jury (referee) using the instrument of general 
law administration and special individual administration. Second, 
state acts as the presterende (provider) of the various needs of the 
citizens which according to Zijlstra and Schlössels, (2016) Haan 
et al. (2010) may be an act included in tipology of granting social 
benefits and other actions that lead to sociale rechtsstaat (social 
constitutional state). According to Geelhoed, this function as de 
presterende included in the category of the implementation of the 
state. In this case the Friedmann also mentioned that the function of 
provider is a manifestation and duties of the State in social systems 
of welfare state as happens in most Western countries through 
various regulations mentioned in group social security act, health 
insurance act and others (Jones, 1958; Esping‐Andersen, 1989). 
Third, the state roles as interpreneur. This is done by the State to 
establish business entities belonging to the state (SOEs) which 
besides carrying out the function as an agent of development, it 
should also be able to try to finance the schemes themselves (not 
included in the government budget) and benefits (Ilmar, 2009).

Therefore, the existence of the law directly in the economy which 
is reflected by the role of state, or factual can be seen in the role 
of law, or more specifically in administrative law. Administrative 
law is very influential in the economic life because it is part of 
the legislation that applies directly touch economic activities in a 
country (Suhardi, 2002). Later, government involvement should 
be measurable meaning that the government take into account the 
extent of government intervention in the economic field with three 
roles as a regulator, the provider; and as an entrepreneur. While 
the most important function of law is to provide certainty about 
the actions of the relations in the conduct of economic relations. 
The main task of the government is running a law. And the main 
function of the law is social progress and better standards of life 
(Sukardi, 2016).

According to Patrick R. P. Heller and Marcel (2012) about the 
governance of oil and gas, countries with national oil companies 
(NOCs) have tended to assign administrative responsibilities 
to three basic models. First, separation-of-powers models (also 
referred to as the Nordic welfare model (Kvist, 2012), in which an 
independent technocratic agency has regulatory powers. Second, 
ministry-dominated models, in which the petroleum ministry or an 
equivalent executive body is charged with regulation and oversight 
(Yuniza et al., 2016). Third, NOC-dominated models, in which 
the national oil company has de jure or de facto responsibility for 
day-to-day regulation, sometimes including the power to award 
exploration/production licenses (de Graaff, 2012; Heller and 
Marcel, 2012). Accordingly, it can be understood that the issue 
of governance of oil and gas practiced in various countries at this 
time generally is comprised of three models of governance of 
the oil and gas countries with National Oil Companies (NOCs) 
tendency to assign administrative responsibility. The practice of 
governance of oil and gas conducted in various countries such as 
oil and gas sector has a strategic role in national development, 
both as a source of energy, fuel and state revenues from exports.

Based on empirical previous studies on fuel prices Indonesia is 
more expensive than the United States and Malaysia. According to 
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Pertamina, the cause why in those countries fuel prices are cheaper 
is because of the national stock of fuel handed by government see 
Table 2 and Table 3. Meanwhile, in Indonesia, the stocks are still 
covered by the channeling of Pertamina (Sari, 2015). Later in the 
period 2015-2019, the management and utilization of oil and gas 
faces several constraints. On the supply side, there is a decrease 
in the number of reserve provision, the investment climate, land 
use overlap to build tanks storage. On the consumption side, 
there are some challenges that oil and gas prices are likely to be 
high, limited infrastructure, low efficiency of use of fuel and gas, 
and environmental regulatory (Ministry of Energy and Mineral 
Resources of the Republic of Indonesia, 2015). Furthermore, the 
condition is worsened in relation to the issue of energy security of 
Indonesia. Indonesia’s energy security are particularly vulnerable 
as a backup fuel that little, only about 18-22 days. In fact, 
Singapore has a backup up to 90 days of fuel reserves, China is 
also stockpiling fuel reserves to 90 days, and the United States 
even had a spare for 260 days (Agustinus, 2016).

Therefore it is the time for the Indonesian government study 
with Malaysia and the United States in terms of management and 
utilization of oil and gas. For example, the United States is doing the 
Strategic Petroleum Reserve (SPR), an emergency supply of crude 
oil. The federal supply oil stored were great along the coastlines 
of the Gulf of Mexico. The decision to withdraw crude oil from 
the SPR was made by the President under the authority of Act 
Policy and Energy Conservation (Energy Policy and Conservation 
Act - EPCA). In case of an energy emergency, SPR oil would be 
distributed through a competitive sales. SPR formidable size with 
storage capacity of 713.5 million barrels design has become a 
significant barrier to the cutoff of oil imports and the main tool of 
foreign policy. SPR has been used in the US only three times, most 
recently in June 2011 when the President directed the sale of 30 
million barrels of crude oil to offset supply disruptions caused by the 
Middle East unrest. Moreover, the United States acts in coordination 
with its partners in the International Energy Agency that issued 
around the 60 million barrels of oil (Office of Fossil Energy, 2017).

Then, with a priority program of Strategic Petroleum Reserve, the 
main purpose of fossil energy office is to maintain the readiness 
of oil supplies for emergency purposes in the direction of the 
President. From the of 1993-2000, the Department of Energy the 
top priority is to ensure the readiness of reserves that continued 
until at least 2025 to perform major life extension program. 
This includes replacing or repairing the pump, piping and other 
major components at the site Gulf Coast SPR. This program was 
completed in March 2000 on schedule and below original cost 
estimates. On November 13, 2001, President George W. Bush 
ordered the SPR filled about 700 million barrels to continue using 
the program in the form of royalties made between the Department 
of Energy and the Department of the Interior (https://energy.gov). 

6. FACTORS CAUSING UNEQUAL FUEL 
PRICE IN INDONESIA

Some issues have been considered as noticeable factors that cause 
the unequal price of fuel in Indonesia and the solutions in terms of 

inserting the role of state/government in the field of trade system 
of fuel.

From Table 4, there are some factors causing the unequal price 
in Indonesia among them are inconsistency of law enforcement 
regarding oil and gas pricing. There is a tendency of state/
government in implementing the equal fuel price. Hence, the 
Ministry of Energy and Mineral Resources of the Republic of 
Indonesia, has a considerable role, acting as a regulator (sturende) 
and a referee using an instrument of administrative law to authorize 
by law to drive the dynamics of economic development and ensure 
the availability of oil and gas to meet various needs of the people 
of Indonesia to fuel, within the context of the constitution, Article 
33 constitution 1945, and law regarding Oil and Gas. Moreover, 
the state can act as the presterende (provider) of the various needs 
of its citizens, including oil and gas. Another obstacle of involving 
administred price of fuel, is in connection with supply provision 
such as decreasing reserves, attractiveness and investment climate, 
and imposition of tax on fuel, low efficiency of use of fuel oil and 
gas, regulation demand the environment and clean emissions.

Furthermore, Indonesia is considered to have weak energy 
security with regard to the availability of oil reserves, supply and 
fuel distribution. Indonesia energy resiliences are particularly 
vulnerable, because Indonesia has not had a sufficient buffer stock. 
So far there is only the operational reserve.

Consistent with the efforts of applying the law in the governance 
of oil and gas, Indonesia should have and implement programs 
of Energy Security Program (ESP). There are some additional 
efforts to implement and promote alternative energy sources to 
reduce dependence on oil imports, to promote energy policies 
that encourage diversification, both types of energy and sources 
of supply, and facilitate energy markets function better and more 
integrated and has a program of the national stock of fuel, have 
fuel storage tanks through the Strategic Petroleum Reserve (SPR) 
to 90 days stock.

Based on the description in the above table it is clear that the 
solutions the role of state/government is very strategic to regulate 
the balance and control of fuel prices through price pooling, the 
price set by the government (administred price) in the market as 
well as demand and supply. This is connected with government 
intervention that the purpose of protecting the interests of the 
Indonesian people both as consumers and producers from being 
harmed. Later, forms of government intervention in the pricing 
mechanism of fuel, demand, and supply in the market, among 
others, can be implemented through some of governance policy. 
First, adjustments in the tariff adjustment or pooling price of fuel 
which will have implications for strategic goods such as telephone, 
electricity, drinking water and others. Second, establishment of 
fuel export and import policies. Third, subsidies (government aid) 
to the producers. Fourth, implementation of market operations 
to supply and continuity of supply as well as the unification of 
the fuel price (administred price). Such efforts are directed to 
revitalizing the national economy through policy formulated by 
the government in order to make Indonesia capable of competing 
with countries other.
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7. CONCLUSIONS AND 
RECOMMENDATIONS

Based on the analysis that has been described previously, it can 
be concluded that the state/government can establishe regulations 
relating to oil and gas governance that should be able to function 
as predictability law, the law that capable of providing a guarantee 
and legal certainty for predicting what activities are done for 
economic development and growth projections, especially relating 
the relationship between oil reserve, supply and distribution 
and the economic growth, and people needs. In this context, 

Table 1: Comparison between the fuel price in some parts of Indonesia
No Area Status Region Fuel Price per litre*

Pertalite** Pertamax** Pertamax 
Turbo**

Pertamina 
Dex**

1 Aceh Province Sumatera Island (WI)*** 7100
(0.5325)

8200
(0.615)

8700
(0.6525)

9200
(0.69)

2 North Sumatera Province Sumatera Island (WI) 7100
(0.5325)

8000
(0.6)

8700
(0.6525)

8700
(0.6525)

3 South Sumatera Province Sumatera Island (WI) 7300
(0.5475)

8200
(0.615)

8700
(0.6525)

8800
(0.66)

4 Jakarta Capital City 
and Province

Java Island (WI) 7,100
(0.5325)

8,450
(0.63375)

8450
(0.63375)

8,400
(0.63)

5 Yogyakarta Province Java Island (WI) 7100
(0.5325)

7650
(0.57375)

8550
(0.64125)

8500
(0.6375)

6 East Java Province Java Island (WI) 7100
(0.5325)

7650
(0.57375)

8550
(0.64125)

8500
(0.6375)

7 East Kalimantan Province Borneo Island (CI) 7300
(0.5475)

8000
(0.615)

- 9700
(0.7275)

8 Bali Province Lesser Sunda Islands (CI) 7100
(0.5325)

7650
(0.57375)

8550
(0.64125)

8600
(0.645)

9 South Sulawesi Province Celebes Island (EI) 7500
(0.5625)

8600
(0.645)

9900
(0.7425)

10,350
(0.77625)

10 Maluku Province Maluku Archipelago (EI) - 9650
(0.72375)

- 18,000
(1.35)

11 Papua Province Papua Island (EI) 7300
(0.5475)

10,450
(0.78375)

15,700
(1.1775)

15,800
(1.18500)

Puncak 
Jaya****

District Papua Province (EI) 50,000-100,000
(3.75-7.5)

Memberamo 
Raya

District Papua Province (EI) 35,000-50,000
(2.625-3.75)

Intan Jaya District Papua Province (EI) 50,000-60,000
(3.75-4.5)

Yalimo District Papua Province (EI) 25,000-30,000
(1.875-2.25)

*In IDR, while in parentheses is the price equivalent in USD. **Pertalite is a variant Pertamina product of vehicle fuel sold in Indonesia with a RON value of 90; Pertamax is a variant 
vehicle fuel with a RON value of 92; Pertamax Turbo has a RON value of 98; Pertamina Dex is a variant of modern diesel fuel engine that meets and achieves the EURO 2 emission 
gas emission standard 2, has a high erformance number with cetane number 53. ***WI: The regions located in West Indonesia; CI: Located in Central Indonesia; EI: Located in east 
Indonesia. ****Actual price of fuel based on some reports. Source: various sources processed for this research

Table 2: Fuel reserves in some countries (in days)
No. Country Fuel reserves (in days)
1 Indonesia 18-22
2 Singapore 90
3 China 90
4 The United States 260
Source: https://finance.detik.com

Table 3: Total proved reserves in Some Asia Pacific 
Countries
No Country Thousand 

million 
barrels

Share of 
total (compared 
to the world)

R/P ratio

1 Australia 4.0 0.2% 28.3
2 Brunei 1.1 0.1% 23.8
3 China 18.5 1.1% 11.7
4 India 5.7 0.3% 18.0
5 Indonesia 3.6 0.2% 12.0
6 Malaysia 3.6 0.2% 14.2
7 Thailand 0.4 † 2.3
8 Vietnam 4.4 0.3% 33.3
Source: BP Statistical Review of World Energy, 2016

state/government in implementing the governance of oil and 
gas can apply the Ministry Dominance Model of National Oil 
Companies (NOC) that were tested successfully been practiced in 
various developed countries such as the United States, Malaysia, 
Singapore, and China. By this model, the Ministry of Energy 
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Table 4: Factors causing unequal fuel price in Indonesia and the solution in legal context
No. Factors causing unequal fuel price in Indonesia Solution
1 Inconsistencies in the application of law - there is a 

tendency of inconsistency by the state/government 
in implementing oil and gas governance which 
has been practiced in various developed countries 
with the Ministry Domination Model, National Oil 
Companies (NOCs) where the Ministry of Energy and 
Mineral Resources has the authority and responsibility 
of de jure and de facto for regulation and supervision, 
and the power to grant exploration/production permits as 
well as the concept of state control rights as set forth in 
Article 33 of the 1945 constitution

1. The role of the State that is authorized by law to 
encourage the dynamics of economic development 
activities, acting as a regulator (sturende) and 
jury (referee) by using general and special individual 
administrative law instruments. The State acts as the 
presterende (provider) of the various needs of its citizens 
in the form of providing social benefits and other actions 
that lead to social constitutional state (sociale rechtstaat) 
and has a function as de presterende (the provider) which 
is included in the category of state administration
2. The function of this provider is the embodiment and 
main task of the State in the social welfare system as 
occurs in various countries through various regulations 
mentioned in the social security act group, health 
insurance act and others; (c). The role of the State as 
an interpreneur or entrepreneur. This is done by the 
State by establishing state-owned enterprises (BUMN) 
which in addition to carrying out functions as agent 
of development must also be able to try to finance its 
business independently (not included in the government 
budget) and provide benefits to the people of Indonesia 
as stated in The 1945 Constitution of the State of the 
Republic of Indonesia places the management of Natural 
Resources on the provisions of Article 33 that the welfare 
state concept is requiring the government to intervene in 
economic life for the welfare of all the people
3. The government intervention in economic life restricts 
the principle of freedom of contract and strives in a 
liberal economic system (classical economic system).
4. The government should enact legislation related to 
oil and gas based law and governance policy being 
able to make predictability law, that is the law that can 
provide assurance and legal certainty in predicting what 
activities that are carried out for the projected economic 
development

2 Decreasing reserve amount, attractiveness and 
investment climate and taxation
Obstacles of involving the administred price of fuel 
are also related to supply provision such as decreasing 
reserve amount, attractiveness and investment climate, 
overlapping of land use with other activities and 
imposition of tax on Fuel. There are some taxes imposed 
on Fuel such as Value Added Tax (VAT) and Motor 
Vehicle Fuel Tax. On the side, the consumption is faced 
with high oil and gas prices, limited infrastructure, low 
efficiency of fuel and gas use, environmental regulation 
demands for cleaner emissions, and so on.

1. The Government should have and implement a 
consistent energy security program in Indonesia, 
the Energy Security Program (ESP). Therefore, the 
State acts as a regulator (sturende) and jury (referee) 
by using general administrative law instruments and 
special indivIdual in conducting fuel’s inventory 
price (administred price)
2. Energy Security Program (ESP) the ability to respond 
collectively in cases of serious oil supply disruption with 
short-term emergency response measures, the ability 
of the energy system to react immediately to a sudden 
change in the supply-demand balance. Long term aspect 
of energy security, availability of uninterrupted energy 
sources at affordable prices. Then long-term energy 
security focuses on matters relating to timely investments 
to supply energy according to economic development 
and sustainable environmental needs, and also includes 
the Agency’s goal of establishing alternative energy 
sources to reduce oil import dependence, promote 
energy policy which encourages diversification, both 
types of energy and supply sources, and facilitates better 
functioning and more integrated energy markets

(contd)
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and Mineral Resources has very important function on behalf of 
the State to authorize by law to drive the dynamics of economic 
development activities according to the context of Article 33 of 
1945 constitution that vital production branches that dominate the 
life of the people controlled by the state and used for the greatest 
prosperity of the people. This model also has justification by which 
that state can act as a regulator and a jury by using the instruments 
of administration law and act as the provider of the various needs 
of Indonesian on fossil fuels.

Practically, the government should have a national program of fuel 
stock, has more storage tanks of fuel through Strategic Petroleum 
Reserve (SPR) to ensure that duel stock will reach at least 90 days. 
In this such state function as provider, it is a manifestation and 
duties of the state in the system of social welfare state as happens 
in many countries through various regulations mentioned in the 
group social security act, health insurance act and others.
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