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Abstract

This paper evaluates the impact of Indonesia’s Sea Toll Road Program (STRP)
on the spatial distribution of foreign direct investment (FDI). The STRP consisted
of two key components—port development and subsidized shipping routes—but port
development represented the core policy instrument and the largest investment com-
ponent, involving substantial multi-year capital upgrades to 24 strategic ports. Using
a panel of 311 coastal regencies and cities from 2012-2019 and difference-in-differences
methods, including a staggered difference-in-differences estimator, the analysis reveals
that port development generates highly heterogeneous effects on FDI inflows: large
and persistent gains appear only in less-developed eastern and low-accessibility regions,
where regional FDI inflows increase by approximately 813 percent relative to untreated
regions, while effects in well-developed western regions are negligible. These findings
highlight the importance of long-term maritime infrastructure investment for reducing
spatial inequality in archipelagic economies.
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