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    ABSTRACT

    This study examines the implementation of arbitral awards within Indonesia’s national judicial system in the context of modern commercial disputes. The increasing complexity of cross-border transactions has elevated arbitration as a preferred dispute resolution mechanism due to its efficiency, confidentiality, and finality. However, despite Indonesia’s legal framework under Law No. 30 of 1999 and its ratification of the 1958 New York Convention, the enforcement of arbitral awards remains dependent on judicial recognition, creating legal and procedural challenges. This research adopts a qualitative normative juridical approach, utilizing secondary data from legislation, legal doctrines, journal articles, and court decisions. The analysis focuses on identifying gaps between legal norms and their practical implementation. The findings reveal that enforcement is hindered by broad interpretations of public policy, judicial inconsistency, procedural complexities, and the possibility of annulment by national courts. These factors weaken the final and binding nature of arbitral awards and reduce legal certainty. Consequently, arbitration in Indonesia operates within a semi-autonomous framework where courts play a decisive role in enforcement outcomes
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INTRODUCTION


The development of
economic globalization has increased the complexity of cross-border commercial
disputes, requiring efficient and effective dispute resolution mechanisms
beyond conventional courts (Maskun et al., 2019). Arbitration has become a
primary choice in resolving modern commercial disputes due to its
confidentiality, flexibility, and final and binding nature of decisions
(Fachrurozy et al., 2024). In Indonesia, the use of arbitration continues to
grow alongside the increase in investment and international business
transactions (Jayadi, 2020). This indicates that arbitration plays a strategic
role in supporting a conducive investment climate (Agus, 2023).


Normatively,
Indonesia already has a legal framework governing arbitration through Law
Number 30 of 1999 concerning Arbitration and Alternative Dispute Resolution
(Danuartha, 2022). In addition, Indonesia has ratified the 1958 New York
Convention on the Recognition and Enforcement of Foreign Arbitral Awards
(Hikmah, 2014). However, the implementation of arbitral awards in Indonesia
still requires the involvement of national courts in the execution process
(Fachrurozy et al., 2024). This condition reflects a close relationship between
arbitration mechanisms and the national judicial system (Suyanto et al., 2024).


In practice, the
enforcement of arbitral awards in Indonesia still faces various challenges,
particularly related to legal certainty and execution effectiveness (Supeno
& Yanti, 2022). One of the main issues is the broad interpretation of the
public policy concept, which is often used as a basis for refusing the
enforcement of international arbitral awards (Saraswati & Hidayat, 2019).
This situation creates legal uncertainty and may reduce the confidence of
foreign investors (Rukmono et al., 2023). Furthermore, the possibility of
annulment of arbitral awards by national courts raises a dilemma regarding the
principle of final and binding decisions in arbitration (Puspita et al., 2023).


Additional issues
arise from inconsistent judicial practices in handling applications for
enforcement and annulment of arbitral awards (Siahaan et al., 2025). In some
cases, national courts are considered overly interventionist, thereby reducing
the effectiveness of arbitration as an alternative dispute resolution mechanism
(Syamsudin, 2020). Moreover, new challenges have emerged alongside
technological developments such as blockchain-based arbitration, which requires
adjustments in recognition and enforcement mechanisms (Budhijanto et al.,
2025). Therefore, a comprehensive analysis of the implementation of arbitral
awards within Indonesia’s national judicial system is necessary.


The urgency of this
research lies in the need to strengthen legal certainty and the effectiveness
of arbitral award enforcement in supporting modern commercial dispute
resolution in Indonesia (Suyanto et al., 2024). Without a clear and consistent
implementation system, arbitral awards risk becoming ineffective and merely
“paper victories” (Suyanto et al., 2024). This condition may negatively affect
the trust of both domestic and international business actors (Hikmah, 2014).


Previous studies
indicate that the implementation of arbitral awards in Indonesia still faces
structural and normative challenges (Fachrurozy et al., 2024). Some studies
highlight the need for regulatory reform to enhance legal certainty and justice
in the enforcement of arbitral awards (Supeno & Yanti, 2022). Other
research emphasizes the importance of limiting the interpretation of public
policy in line with international standards (Saraswati & Hidayat, 2019).
However, studies that specifically integrate the implementation of arbitral
awards with the dynamics of the national judicial system in the context of
modern commercial disputes remain limited.


Based on the above
background, this study aims to analyze the implementation of arbitral awards
within Indonesia’s national judicial system, identify the challenges
encountered, and formulate strategies to optimize the enforcement of arbitral
awards in resolving modern commercial disputes in Indonesia (Agus, 2023).


 


METHOD


This study employs
a qualitative approach using normative juridical (doctrinal) legal research
with a literature study method, focusing on analyzing legal norms, principles,
and doctrines related to the implementation of arbitral awards within
Indonesia’s national judicial system (Soerjono Soekanto, 2007; Peter Mahmud
Marzuki, 2016).


Data Sources


The study relies on
secondary data consisting of primary legal materials (laws and regulations such
as Law No. 30 of 1999 and the New York Convention 1958), secondary materials
(books, journal articles, and legal doctrines), and tertiary materials (legal
dictionaries and encyclopedias) (Soekanto & Mamudji, 2015; Marzuki, 2016).


Data Collection Techniques


Data are collected
through library research by identifying, classifying, and reviewing relevant
legal materials, including legislation, academic literature, and court
decisions (Nazir, 2014; Sugiyono, 2019).


Data Analysis Method


The data are
analyzed qualitatively using a descriptive-analytical approach through data reduction,
data presentation, and conclusion drawing, combined with legal interpretation
and argumentation to assess gaps between legal norms and their implementation
(Miles, Huberman, & Saldaña, 2014; Sugiyono, 2019).


 


 


RESULTS AND DISCUSSION


Implementation of Arbitral Awards in
Indonesia’s National Judicial System


The implementation
of arbitral awards in Indonesia is governed primarily by Law Number 30 of 1999
concerning Arbitration and Alternative Dispute Resolution, which explicitly
stipulates that arbitral awards are final and binding (final and binding
principle) upon the disputing parties (Butt, 2013; Lindsey, 2012). This
principle reflects the fundamental nature of arbitration as an alternative
dispute resolution mechanism designed to avoid prolonged litigation processes
and ensure legal certainty in commercial disputes (Redfern & Hunter, 2015).
However, in practice, the execution of arbitral awards—especially international
arbitral awards—cannot be carried out directly and requires judicial recognition
(exequatur) from the Central Jakarta District Court, as mandated by Indonesian
procedural law (Harahap, 2019). This requirement indicates that although
arbitration is intended to operate independently, its enforceability remains
closely tied to the national judicial system.


Indonesia’s
ratification of the 1958 New York Convention through Presidential Decree No. 34
of 1981 provides a legal framework for recognizing and enforcing foreign
arbitral awards (Adolf, 2009). Nevertheless, the enforcement process is not
automatic, as Indonesian courts retain the authority to examine whether the
arbitral award complies with formal requirements and does not violate public
policy (ketertiban umum) (Sutiyoso, 2008). This creates a hybrid enforcement
model in which arbitral awards depend on judicial approval, thereby positioning
courts as gatekeepers in the execution process (Butt, 2013). Consequently, the
effectiveness of arbitration in Indonesia is significantly influenced by
judicial attitudes and interpretations.


A notable real case
illustrating this issue is the Karaha Bodas Company (KBC) v. Pertamina case,
one of the most prominent arbitration enforcement disputes involving Indonesia.
In this case, KBC obtained an arbitral award from an international tribunal in
Geneva against Pertamina and PLN related to a geothermal energy project (Born,
2014). However, the enforcement process in Indonesia faced significant
resistance, as Indonesian courts initially attempted to annul the arbitral
award on the grounds of public policy and jurisdictional issues (Butt, 2013).
Despite this, courts in other jurisdictions, such as the United States,
recognized and enforced the award, leading to asset seizures abroad (Born,
2014). This case demonstrates the inconsistency between domestic judicial
decisions and international arbitration enforcement standards, which can
undermine Indonesia’s credibility in the global investment environment.


Another relevant
case is Astro Nusantara International BV v. PT Ayunda Prima Mitra, which
involved the enforcement of a Singapore International Arbitration Centre (SIAC)
award in Indonesia. The Indonesian courts refused enforcement based on
procedural and jurisdictional grounds, particularly concerning the
interpretation of public policy and arbitration agreement validity (Lindsey,
2012). This case highlights how Indonesian courts may adopt a restrictive
approach toward foreign arbitral awards, thereby limiting their enforceability
despite Indonesia’s obligations under the New York Convention.


These cases illustrate
that the implementation of arbitral awards in Indonesia is not merely a
procedural matter but also involves substantive judicial interpretation,
particularly regarding public policy and jurisdiction. The reliance on court
approval introduces legal uncertainty, as different judges may interpret
similar legal provisions inconsistently (Harahap, 2019). As a result,
arbitration in Indonesia operates within a semi-autonomous framework where
judicial intervention remains a निर्णng
factor in determining the final enforceability of arbitral awards.


Challenges in the Enforcement of Arbitral
Awards in Indonesia


The enforcement of
arbitral awards in Indonesia faces multidimensional challenges involving legal
interpretation, judicial practice, and procedural barriers. Although Indonesia
has formally adopted international arbitration standards through the New York
Convention, practical implementation often diverges due to domestic legal
considerations and judicial discretion (Butt, 2013; Lindsey, 2012). These challenges
not only affect the effectiveness of arbitration but also influence investor
confidence in Indonesia’s legal system.


Table 1. Key Challenges in
Enforcement of Arbitral Awards





 
  	
  Challenge

  
  	
  Explanation

  
  	
  Impact

  
 

 
  	
  Broad interpretation of public policy

  
  	
  Courts often interpret “public policy”
  broadly to refuse enforcement of arbitral awards

  
  	
  Legal uncertainty and inconsistency with
  international standards

  
 

 
  	
  Annulment of arbitral awards

  
  	
  Courts may annul arbitral awards despite
  the final and binding principle

  
  	
  Weakens arbitration credibility and
  finality

  
 

 
  	
  Judicial inconsistency

  
  	
  Different courts apply varying legal
  interpretations in arbitration cases

  
  	
  Unpredictability in enforcement outcomes

  
 

 
  	
  Procedural barriers

  
  	
  Enforcement requires exequatur and
  multiple legal steps

  
  	
  Delays and inefficiency in execution

  
 

 
  	
  Difficulty in asset execution

  
  	
  Challenges in locating and seizing assets
  of losing parties

  
  	
  Awards become ineffective (“paper
  victories”)

  
 







The table above
illustrates that the enforcement of arbitral awards in Indonesia is constrained
not only by legal norms but also by judicial behavior and procedural
complexities. One of the most critical issues is the expansive interpretation
of public policy, which allows courts to refuse enforcement based on broad and
sometimes subjective considerations (Sutiyoso, 2008). This creates a divergence
between Indonesia’s domestic practice and international arbitration standards.


The Karaha Bodas
case serves as a landmark example of these challenges. Despite obtaining a
valid international arbitral award, the claimant faced resistance from
Indonesian courts, which attempted to annul the award. However, courts in the
United States enforced the award and allowed asset seizure, highlighting the
inconsistency between domestic and international enforcement (Born, 2014). This
case demonstrates how judicial intervention can undermine arbitration
effectiveness and shift enforcement efforts خارج Indonesia.


Similarly, in the
Astro Nusantara case, Indonesian courts refused to enforce a foreign arbitral
award on procedural and jurisdictional grounds. This reflects a cautious or
even restrictive approach toward international arbitration, which may
discourage foreign investors seeking reliable dispute resolution mechanisms
(Lindsey, 2012).


Overall, these
cases confirm that while Indonesia has adopted arbitration-friendly
regulations, their implementation remains inconsistent. Judicial
interpretation, especially regarding public policy and annulment, plays a
decisive role in determining whether arbitral awards can be effectively
enforced. Therefore, addressing these challenges requires not only regulatory
reform but also judicial capacity building and harmonization with international
arbitration practices.


 


Strategies to Optimize the Enforcement of Arbitral
Awards


1.     
Regulatory
reform to clarify the public policy exception


Reform
is needed to define and limit the scope of the public policy exception so that
it aligns with international arbitration standards and is not interpreted too
broadly (Saraswati & Hidayat, 2019). A clearer limitation of public policy
will reduce judicial subjectivity and increase legal certainty in the
enforcement of arbitral awards. 


2.     
Strengthening
judicial competence and consistency


Improving
the expertise and consistency of judges in handling arbitration-related
disputes is essential to ensure uniform application of arbitration law (Siahaan
et al., 2025). Competent and consistent judicial decisions will enhance trust
in the legal system and prevent contradictory rulings in similar cases. 


3.     
Procedural
simplification and legal harmonization


Simplifying
enforcement procedures and harmonizing arbitration law with civil execution
mechanisms are necessary to reduce delays and inefficiencies (Jayadi, 2020).
Streamlined procedures will make arbitration more effective and prevent
enforcement from becoming overly bureaucratic. 


4.     
Adoption
of technological innovations


The
use of digital arbitration systems, including online dispute resolution and
blockchain-based arbitration, can improve efficiency and transparency in
enforcement processes (Budhijanto et al., 2025). Integrating technology will
modernize arbitration practices and support faster resolution of commercial
disputes. 


5.     
Strengthening
institutional frameworks and legal awareness


Enhancing
institutional support and increasing awareness among legal practitioners and
business actors about arbitration mechanisms is crucial (Maskun et al., 2019).
Greater awareness and stronger institutions will build confidence in
arbitration and encourage compliance with arbitral awards.


 


CONCLUSION


The implementation
of arbitral awards in Indonesia demonstrates a structural dependency on the
national judicial system, despite arbitration being designed as an independent
dispute resolution mechanism. Although the regulatory framework aligns with
international standards, its practical application remains inconsistent.
Judicial intervention—particularly through expansive interpretations of public
policy and the authority to annul arbitral awards—undermines the principle of
finality and binding force. Additionally, procedural barriers and inconsistent
judicial decisions contribute to legal uncertainty. As a result, arbitration in
Indonesia functions within a hybrid system where courts act as gatekeepers,
significantly influencing enforcement effectiveness and investor confidence.


To enhance
enforcement effectiveness, it is essential to establish a clearer and narrower
definition of public policy that aligns with international standards. Judicial
capacity should be strengthened through specialized training in arbitration law
to ensure consistency in decisions. Furthermore, simplifying enforcement
procedures and integrating them with civil execution mechanisms would reduce
delays and inefficiencies. The adoption of digital technologies, such as online
dispute resolution systems, can also improve transparency and efficiency.
Strengthening institutional frameworks and increasing awareness among legal
practitioners and business actors will further support compliance with arbitral
awards.


Future research
should explore comparative studies between Indonesia and other
arbitration-friendly jurisdictions to identify best practices in enforcement.
Empirical studies examining judicial behavior and decision-making patterns in
arbitration cases are also necessary to better understand inconsistencies.
Additionally, further research is recommended on the integration of
technological innovations, such as blockchain-based arbitration, within
Indonesia’s legal framework to support more efficient enforcement mechanisms.
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