
Infrastructure  
& Power   

Indicator 2015 Source

Total size of sector ($) $167.4 billion BPS

Share of sector in the economy (% GDP) 21.0% BPS

Sector ranking in the Indonesian economy 2nd largest BPS

CAGR 2010-14 (%) 6.4% BPS

YoY sector growth 2014-15 (%) 3.2% BPS

Largest company in sector PT. PLN AmCham 

Largest US company in sector General Electric (GE) AmCham 

Size of US companies in sector (2014) $5.4 billion BEA**

% share of US companies in sector (2014) 3.2% BEA**

Domestic sales by US companies in sector ($) $5.4 billion BEA**

FDI (realized) by US companies in sector ($) (BEA version) $826.0 million BEA**

FDI (realized) by US companies in sector ($) (BI version) $3.1 million BI

GoI revenue by US companies in sector ($) $229.2 million BEA**

Total workforce in the sector 8.5 million BPS

Total workforce in the sector employed in US companies 27,700 BEA*

% employment of sector in total Indonesian workforce 7.4% BPS

% of workforce in the sector employed by US companies 0.4% BEA*

S 7

NOTE *2013, AS NO BEA DATA FOR 2015. ** BEA DATA FOR 2014. 

BPS BADAN PUSAT STATISTIK / STATISTICS INDONESIA

BEA BUREAU OF ECONOMIC ANALYSIS, US DEPARTMENT OF COMMERCE
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Sector Overview  

In the government’s 2016 budget, 

infrastructure spending remains the 

largest single item, at IDR 313 trillion 

($23.2 billion) for capital spending. 

This has been made possible by cutting 

most fuel subsidies back in 2014 soon 

after President Joko Widodo was 

inaugurated. The sum for 2016 will be 

an increase of 50 percent over 2015 

spending of IDR 209 trillion, assuming 

all the funds can be spent (in 2015 

IDR 67 trillion remained unspent at 

year end).29 This year, far greater 

efforts are also being made - driven 

by the president himself - to ensure 

that public funding for projects is 

released on time so that spending 

can take place as required. However, 

apart from the government’s drive to 

increase infrastructure spending, it is 

also critical to attract higher levels of 

domestic and foreign private sector 

investment in infrastructure, as the 

government will only be able to fund 

about 50 percent of its target level for 

infrastructure investment over the  

next five years.  

The period through 2019 will be 

hugely critical for Indonesia’s 

infrastructure sector. Having already 

posted significant increases in 2014 

and 2015, the share of infrastructure 

spending is projected to remain 

high until 2019. Total infrastructure 

investment between 2015 and 2019 

is projected by PwC to be around 87 

percent higher than in the preceding 

five years, and this assumes that 

the government will fall short in its 

ambitious spending plans by around 19 

percent.30 This assumption is based on 

historical spending patterns that were 

also at much lower levels than those 

projected for 2015-19, and also takes 

into account the range of bureaucratic, 

procurement, land and skills 

bottlenecks that the infrastructure 

sector will inevitably encounter as 

spending is ramped up. 

The government’s infrastructure 

spending plan for 2015-19 is IDR 

2,216 trillion ($187 billion). However, 

the government also recognizes that 

the total infrastructure requirement 

is far higher, and has set an overall 

spending target of IDR 5,509 trillion 

($466 billion) over the same period, 

or 7.2 percent of annual GDP.31 

Including spending by local and regional 

governments, total public spending on 

infrastructure is estimated to make up 

about 50 percent of the total needed, 

with a further 19 percent coming from 

state-owned enterprises; this leaves  

31 percent to come from the  

private sector. 

In order to support these ambitious 

plans, the government has also 

undertaken significant regulatory 

and policy reforms to create a more 

29 World Bank. 2016. Closing Indonesia’s 
infrastructure gap: the key role of fiscal policy 
reforms. MFM Practice Notes. May 2016.  
Number 13. 

30 PwC. 2015. Building Indonesia’s future: 
Unblocking the pipeline of infrastructure projects. 

31 Expenditure figures from Bappenas (December 
2014). Prioritas Kedaulatan Energi dan 
Infrastruktur RPJMN 2015-19. 
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conducive investment environment 

for private sector participation. Three 

reforms are particularly noteworthy. 

First, Presidential Regulation No. 

38/2015 was issued in 2015 to 

stimulate investment in public-

private partnership (PPP) projects 

by expanding the number of eligible 

sectors and offering a more favorable 

legal framework. Second, Law No. 

2/2012 on Land Acquisition for the 

Public Interest finally became effective 

in 2015, and should make it easier to 

acquire land for infrastructure projects. 

The law limits the land acquisition 

procedure to a maximum of 583 days 

and should provide a crucial boost to 

projects held up by prolonged land 

acquisition disputes. Third, BKPM 

is now able to provide centralized 

licensing for certain sectors, making 

the investment approval process more 

straightforward. In addition to these 

much needed reforms, the government 

has also set up several public finance 

institutions, including the Indonesia 

Infrastructure Guarantee Fund (IIGF), 

the Indonesia Infrastructure Finance 

Company (SMI) and PT. Indonesia 

Infrastructure Finance (IIF). 

Despite the government’s best 

efforts, however, there are still 

many impediments to investment 

that threaten Indonesia’s drive 

towards upgrading its infrastructure. 

For instance, almost all the PPP 

projects listed as Ready for Tender 

in the Bappenas 2013 Book of PPP 

Projects are stalled. This is due 

to a variety of problems that are 

often sector-specific, but include 

land acquisition, legal uncertainty 

over the right of the private sector 

to participate, reluctance by SOEs 

to invest and problems within and 

between government institutions. 

In addition, many PPP projects are 

simply not in line with international 

best practices. Other issues, such 

as the Constitutional Court ruling 

rejecting private sector participation 

in the water sub-sector, as well 

as lower court rulings questioning 

the rights of offshore corporate 

bondholders, continue to cast a 

shadow over the sector. In power 

projects for the government’s 35 

GW electricity capacity program it 

is not clear whether independent 

power producers (IPPs) will receive 

a government guarantee on tariffs. 

Meanwhile, the government changed 

the Negative Investment List (DNI) in 

2014 to prevent foreign-majority equity 

ownership in power projects of less 

than 10 MW, hitting foreign interest in 

renewable energy projects. 

The Role of US Companies in the 

Infrastructure and Power Sector  

The drive to address the infrastructure 

deficit in Indonesia has drawn the 

attention of many US companies, 

especially in power and energy. 

However, as with many other sectors, 

regulatory uncertainty remains a 

major concern and has tempered 

the involvement of US companies. 

These challenges are all the greater in 

infrastructure due to the need for  

close coordination between 

government ministries. 

As a partial result of these constraints, 

the presence of US companies in the 

sector is the second-lowest of our nine 

sectors, at just 3.2 percent in 2015. 

This is despite the attractions of a 

relative high growth rate over 2010-14, 

at a CAGR of 6.4 percent. In 2015, the 

total size of US economic activity in 

the sector came in at $2.1 billion.   

While it is worth mentioning that many 

smaller US companies are involved 

in the sector, the main US players 

include Boeing, Caterpillar, Chevron, 

General Electric (GE), Honeywell, 

Lockheed Martin, Paiton Energy and 

PW Power Systems. Of these major 

companies, Caterpillar, through its 

Indonesia subsidiary PT. Trakindo, has 

over 40 years’ experience supplying 

heavy vehicles and equipment mainly 

to Indonesia’s extractive, oil and gas 

and infrastructure sectors, but also to 

the forestry, agriculture and marine 

sectors and training Indonesians to 

provide support for its equipment. 

Chevron’s history in Indonesia dates 

back about 80 years and the company 

is Indonesia’s largest producer of 
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crude oil, delivering about 40 percent 

of national production from Riau and 

Kalimantan, and providing electricity 

from its geothermal projects in 

West Java. GE has been in Indonesia 

since 1940, and provides the latest 

technology and solutions in aviation, 

transportation, power generation, 

energy, oil and gas, health and 

lighting. Similarly, as a diversified 

technology and manufacturing 

company, Honeywell, provides 

Indonesia with aerospace products 

and services, control technologies for 

buildings, homes and industry, and 

turbochargers, together with specialty 

materials. In addition to its links with 

the Indonesian military, Lockheed 

Martin is involved in Indonesia’s 

aviation sector, particularly radar 

systems and air surveillance coverage. 

PT. Paiton Energy is a US-owned 

independent power producer (IPP), 

which operates a 1,230 MW coal-fired 

power plant in Java.

+ Success in 

infrastructure and 

power still depends to a 

large degree on public 

spending. As such, it 

remains critical that the 

government’s policy 

of reducing energy 

subsidies is adhered 

to even in the face of 

future increases in the 

international cost of 

oil. This is the only way 

for the government to 

create sufficient fiscal 

space to fund  

the infrastructure 

spending boom. 

+ Government 

coordination continues 

to be a major issue, 

with frequently poor 

coordination between 

central, provisional and 

district/city levels of 

government. A strong 

centralized strategy for 

infrastructure and PPPs, 

with clear roles for the 

different levels  

of government would 

make it easier for the 

private sector. 

+ In view of the 

difficulties in developing 

infrastructure and power 

projects under public-

private partnership 

(PPP) schemes, the 

government might 

consider developing a 

powerful management 

center directly under 

the president for 

coordinating and 

supporting PPP 

programs with a pipeline 

of ready-to-finance 

projects. This would also 

help to resolve some 

of the issues related to 

poor inter-governmental 

coordination. 

+ Indonesia would 

benefit from a faster 

and more transparent 

procurement process, 

together with better 

project preparation at 

the feasibility study 

phase. The Committee 

for the Acceleration of 

Priority Infrastructure 

Delivery (KPPIP) should 

be supported in finding 

and training talented 

managers, especially  

at the regional 

government level. 

+ The new Land 

Acquisition Law is 

welcome. However, 

the government might 

consider, in tandem 

with the new law, 

investing greater effort 

in providing clearer 

nationwide land tenure 

that is recognized 

at both national and 

regional government 

levels, as well as in 

Indonesian courts.  

Ideas for Incentivizing Growth in the 

Infrastructure and Power Sector 
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