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ABSTRACT

In general,foreign investors who will invest in joint ventures has always insisted on the domestic investor to
choose the forum of international arbitration,particularly arbitration institutions from developed countries.One
cause of this pressure is the superior position of foreign investors who can actually harm domestic investors.
Though Indonesia has had an arbitration institution (Indonesian National Arbitration Board (BANI)) that can
resolve the dispute over foreign investment and have the arbitrator may be taken into account (in addition to
containing the selection of arbitrators in the country,nearly half of the arbitrator in a foreign arbitrator BANI).
The problem is judged not to give a sense of justice and reduce the principle of freedom of the parties and
contrary to Article V (1) (b) the New York Convention 1958,which contains the principle that the parties
receive the same treatment.The problems presented in this study is the first,what are the factors that led to the
parties (foreign investors and domestic investors) tend to choose international arbitration rather than
BANI.Second, how effective implementation of international arbitration in dispute settlement of foreign
investment in Indonesia.This study using a normative juridical methods and aims to see whether the laws that
exist in Indonesia related to the arbitration and foreign investment has represented the needs of domestic
investors in obtaining legal certainty and to learn about the implementation of international arbitration in
Indonesia.Based on research results from problems that occur can be concluded first, foreign investors tend to
choose international arbitration because of the credibility of the institution, availability of skilled manpower
and lack of confidence in the arbitration institutions in developing countries.Second,the various advantages of
international arbitration,it has some weaknesses in the implementation in Indonesia, so that domestic investors
should be more careful in deciding which will be agreed upon arbitral institution.
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