
S U M M I T

INDONESIA

PART OF THE AWARD-WINNING COUNTRY SUMMIT SERIES

New light  
or false dawn? 
February 11th 2015 • Shangri-La Hotel Jakarta, Indonesia 

Platinum sponsor    Academic partner    Official PR agency   ExhibitorLead sponsor Supporting sponsor



2 economistinsights.com
© The Economist Events 2015

INDONESIA SUMMIT  2015

INDONESIA SUMMIT 2015: 
EXECUTIVE SUMMARY
With the first 100 days as a reference point, government officials, company executives, academics and opinion leaders 
gathered at the Indonesia Summit 2015, held at the Shangri-La Hotel Jakarta on February 11th to re-examine 
expectations for president Joko Widodo’s five-year term. Will the president establish his own political base, or remain 
dependent on the favour of established power brokers? Is Indonesia capable of rebalancing its economy away from 
commodities? And after fuel-subsidy rationalisation, what will be next on the economic reform agenda? 

“A glass half-empty 
is also always half-
full. How should 
we view Jokowi’s 
government?” 

Jon Fasman 
South-East Asia  

bureau chief 
The Economist 
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“For much of 
the past decade 
Indonesia had a 
solid economic 
growth model… 
but by 2011 it had 
reached its limit.”  

Benedict Bingham 
Senior resident 
representative  

for Indonesia 
International  

Monetary Fund 

REBOOT, REFORM OR REVERSE? 
INDONESIA’S ECONOMY 
Indonesia’s vice minister of finance, Mardiasmo, offered 
his views on Indonesia’s economic performance in 2014. 
Although real GDP growth had weakened to 5%, from 5.8% 
in 2013, Dr Mardiasmo noted that investment growth had 
remained relatively stable, while private consumption 
growth was still elevated. The external sector had faltered 
in 2014, partly owing to the impact of the ban on mineral 
exports introduced at the beginning of the year, but 
shipments of manufactured goods had risen, supported 
by stronger demand in the US. Indonesia’s balance-of-
payments position had also improved, easing some of the 
downward pressure on the rupiah.

Assessing the outlook for 2015, Dr Mardiasmo was confident 
that the government could hit the economic growth target 
of 5.7% set out in the state budget. Savings from slashing 
the fuel-subsidy bill would be directed to more “productive 
spending”, principally on infrastructure, food security and 
maritime connectivity. The central government would inject 
funds into state-owned enterprises (SOEs) and increase 
fiscal transfers to outlying regions to support spending on 
welfare and poverty alleviation. The deputy minister also 
argued that reforms to the business environment would 
support investment. The government has established a 
“one-stop” licensing service and will encourage private-
sector participation in infrastructure projects through 
public–private partnerships (PPPs). 

Dr Mardiasmo also talked about the importance of widening 
the government’s tax base, which is narrow by regional 
standards, primarily through broader and more efficient 
income-tax collection. Developing Indonesia’s export 
manufacturing capacity was also identified as a key element 
in the drive to attain, by 2019, the 7% annual economic 
growth target president Joko Widodo, effectively known as 
‘Jokowi’, identified in his presidential election campaign.  

The session on the economy continued as a panel 
discussion, moderated by Jon Fasman, The Economist’s 
South-East Asia bureau chief. Ben Bingham, the 
International Monetary Fund’s country representative in 
Indonesia, argued that the country’s growth model, which 
is heavily dependent on natural resources exploitation 
and Chinese demand, has reached its limits. To deliver 
long-term growth, the government needs a renewed focus 
on competitiveness, involving infrastructure development, 
reforms to the bureaucracy and the business environment, 

and a less protectionist trade policy. Mark Crosby of the 
Australian Business School echoed Mr Bingham’s views, 
saying that the government should aim for Indonesia to be 
placed among the top 50 economies in the World Bank’s 
ease of doing business rankings. It currently ranks 114th. 

Panellists noted that Jokowi’s government appears to 
recognise the importance of policy reform, but also that 
implementation poses challenges. Christian Kartawijaya, 
president director of Indocement, noted an improvement in 
the setting of land-use laws, a common gripe of investors, 
but said at the local level such central directives are still 
being applied unevenly. He also said the licensing and 
approval process remains complex and burdensome for 
companies. Bank Mandiri’s chief executive officer, Budi 
Sadikin, welcomed the government’s focus on infrastructure 
development. However, if financial institutions are to 
provide support, they will need better access to liquidity 
and for prudential requirements to be loosened. Part of the 
solution lies in reversing the flow of domestic capital to 
Singaporean banks, according to Mr Sadikin.
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“Jokowi’s strength 
as a political 
outsider has turned 
into a weakness.” 

Peter Mandelson  
Chairman 

Global Counsel

NEW LEADER, OLD CHALLENGES?
This panel, moderated by The Economist’s Banyan columnist, 
Simon Long, began by debating Jokowi’s ability to navigate 
the conflict between the national police and the Corruption 
Eradication Commission (KPK). The public had been hostile 
to the president’s decision to nominate as national police 
chief Budi Gunawan, a former aide to PDI-P leader Megawati 
Sukarnoputri; the KPK’s subsequent identification of Mr 
Gunawan as a graft suspect reopened the commission’s 
long-running battle with the police, who have appeared 
determined to undermine the agency.

Indonesia’s former deputy foreign minister, Dino Patti 
Djalal, said that proceeding with Mr Gunawan’s nomination 
could destroy much of the political capital Jokowi garnered 
from his election victory. Djayadi Hanan of Paramadina 
University, meanwhile, argued that the president could 
still stabilise his administration while his public approval 
ratings remained high, and reassert his commitment to 
clean governance. The public, Dr Hanan noted, would not 
reward Jokowi if he diverted from his basic agenda, which 
involved institutional reform, fixing infrastructure, creating 
jobs and improving livelihoods. 

Panellists emphasised that Jokowi needed to fix relations 
with his own backers. The United States Ambassador 

to Indonesia, Robert Blake, noted that Jokowi’s 
administration had confounded earlier expectations by 
establishing a cooperative relationship with the opposition-
dominated People’s Representative Council (DPR), the lower 
house of Indonesia’s legislature. However, the nomination 
of Mr Gunawan suggested that Jokowi’s main political 
problem lay within his own legislative coalition. Peter 
Mandelson, chairman of consultancy Global Counsel, argued 
that the president needed to demonstrate he was “master 
of his own house” if he was to avoid giving the impression 
that power lay elsewhere. This meant making clear he was in 
charge of key decisions and appointments. 

Jokowi’s dependence on popular support rather than 
patronage networks carries risks. Dr Djalal cited the danger 
of populism in foreign policy, following the recent sinking 
of illegal foreign fishing vessels by the Indonesian navy, and 
an apparently tougher approach to enforcing strict drug 
laws. Ambassador Blake said he expected the president’s 
foreign policy to flow from domestic priorities, including 
the need to attract inward investment. However, while Dr 
Djalal believed that a domestic-oriented foreign policy is 
understandable, he also said it should be combined with 
awareness of geopolitics and changing relations between 
the major regional powers.
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 “Students hate  
to come to school 
and they love to 
leave. We need to 
reverse that.” 

Anies Baswedan 
Minister of  

education and culture 
Republic of Indonesia

  

IN CONVERSATION: 
EDUCATING INDONESIA’S 
FUTURE GENERATIONS 
The minister of education and culture, Anies Baswedan, 
spoke eloquently about his priorities for the coming 
five years. He noted that Indonesia has around 52m 
children going to school, each receiving in theory nine 
years of mandatory education. Dr Baswedan said his 
ambition is to make each school “like a garden” for 
its students, a place they enjoy attending and want to 
stay. The drop-out rate among Indonesian students 
is too high, he said, particularly among children from 
low-income families in rural areas.

Part of the solution to this challenge will be to 
expand and deepen welfare services for rural families. 
Greater support towards healthcare and education 
costs would reduce pressure on children to leave 
school early, Dr Baswedan said. Improving access to 
schools is also important. More schools need to be 
built and connecting transport infrastructure requires 
improvement. The minister also said schools should 
innovate while supporting infrastructure is still being 
put in place; they could look to provide overnight 
accommodation to students, given the lengthy travel 
times often involved, and think about using the same 

facility for primary and secondary education during 
different parts of the day.

Dr Baswedan spoke at length about raising teacher 
standards and numbers. He said that around 60% of rural 
schools do not have enough teachers, in large part because 
teachers prefer positions in urban areas. Local governments 
have a responsibility to correct this imbalance. While noting 
that the quality of teachers entering the workforce from 
college is improving, overall standards remain much lower 
than government benchmarks, he said. Raising competency 
among the teachers is a priority for his administration. 

Turning to the school curriculum, Dr Baswedan said 
that his administration would endeavour to talk more to 
students about what they want from their education. One 
area of focus could be to enhance vocational education 
by scaling up vocational colleges and offering a greater 
variety of courses, informed by perceived skill shortages. 
The minister also acknowledged the importance of 
providing better English language education, while 
stressing that Bahasa Indonesia has to remain the primary 
language of instruction. 

INDONESIA SUMMIT  2015
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“What do you 
do to satisfy the 
domestic [political] 
agenda while still 
being globally 
competitive?” 

Neil Gilmour 
Vice-president of 

development,  
integrated gas,  

Shell   

ON THE SOFA: TOWARDS A 
SERVICE ECONOMY
Services would be crucial to sustaining long-term 
economic growth in Indonesia, said Ross O’Brien of The 
Economist Corporate Network, moderator of this session 
on the sector’s growth prospects. Gianfranco Casati of 
Accenture provided some context to the discussion, 
pointing out that the services industry could no longer 
simply be viewed as an adjunct to manufacturing; it is a 
wealth creator in its own right. 

Favourable demographics and rich natural resources mean 
there is significant room to expand services output in 
Indonesia. A large domestic market provides an attractive 
source of demand for services companies, while an 
expanding labour force means there is room to generate 
jobs, Mr Casati said. Thorsten Kirschke of Carlson Rezidor 
Hotel Group stressed that Indonesia’s cultural heritage, 
natural beauty and increasing importance as a business 
hub meant there was huge potential for the tourism sector. 
In explaining his company’s footprint in Indonesia, Neil 
Gilmour, vice president of development in Shell’s global 
integrated gas business, noted that Indonesia has attractive 
liquid natural gas (LNG) deposits, a skilled local workforce, 
and strengths in shipyard and logistics services. Finally, 
Indosat’s CEO, Alexander Rusli, said there are significant 
opportunities to develop services industries catering to a 
rapid rise in mobile device ownership. 

Subsequent discussion made clear that there are 
sizeable institutional barriers to realising the potential 
of Indonesian services. The tourism sector is held 

back by poor physical infrastructure, said Mr Kirschke. 
Mr Gilmour said that it typically took 15 years for oil 
and gas companies operating in Indonesia to go from 
resource discovery to revenue generation. To Dr Rusli, the 
telecommunications sector had developed almost despite 
unfavourable regulation, though policy missteps have 
hindered advancements in digital infrastructure.

The panel recommended labour-market reform and a 
more consistent regulatory regime to drive services 
development. Mr Casati said that labour regulations need 
to be more flexible if Indonesia is to create ecosystems 
of services companies. This flexibility would have to 
be combined with education that is more effective and 
training to alleviate skill shortages: Mr Kirschke cited 
his company’s training programmes as an example of 
how to support this. Mr Gilmour warned that if Indonesia 
wants to attract investment in its LNG sector, strong 
international competition will necessitate reform of its 
business and regulatory environment. Making domestic 
regulations conform more closely to international norms 
would also better prepare domestic companies to expand 
overseas and for the establishment of the ASEAN Economic 
Community (AEC) at the end of 2015. 

Mr Casati cautioned that waiting for supporting 
infrastructure “to be lined up” would impede 
development of services industries. Supporting local 
entrepreneurialism should therefore be a priority 
alongside reforming the labour market and regulations.

INDONESIA SUMMIT  2015
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BLUE, GREEN, RED: RESOURCE 
DEMAND, GOVERNANCE AND 
ENVIRONMENTAL CALAMITY
Mr Long of The Economist opened the discussion on 
conservation with Dr Putera Parthama, a senior advisor 
to the Ministry of Forestry and the Environment. Dr 
Parthama noted that Jokowi’s government inherited 
some positive legislation on environmental management 
from the previous administration, but there remains 
room for improvement. The president’s decision to merge 
the environment and forestry ministries into a single 
department was one such opportunity to move forward, 
granting more executive powers to environmental officials 
and enhancing oversight over forestry policy. 

Enforcing rules and regulations has been Indonesia’s main 
challenge in managing its natural environment. Policy 
settings had been generally sound, said Dr Parthama, 
but successive governments had not implemented them 
effectively. Directives from the central government were too 
often ignored at local levels, where officials were averse to 
taking steps that might seem to damage local economies or 
limit rent-seeking opportunities. 

Subsequent panel discussion continued to reflect on the 
gap between policy and implementation. Tony Wenas, 
managing director of Riau Andalan Pulp & Paper, welcomed 
the appointment of several business figures in Jokowi’s 
cabinet, suggesting that this might signal a renewed focus 
on policy implementation rather than planning. On the 
other hand, Mohamad Fadhil Hasan, executive director of 
the Indonesia Palm Oil Association, warned against the 
setting of unrealistic targets, citing the government’s 
commitment to achieving self-subsistence in rice, corn and 
soybeans by 2018 as one example.

Beate Trankmann from the United Nations Development 
Programme (UNDP) spoke about not viewing 
environmental sustainability and economic development 
as mutually exclusive. She argued that any assessment 
of the economic benefits of natural resource exploitation 
also ought to consider the costs of environmental 
destruction and the reliance of rural households on 
generating income from free ecosystems. 

INDONESIA SUMMIT  2015
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A prime example of environmental short-termism, 
according to Rodrigo Chaves of the World Bank, had been 
the approach adopted in Indonesia towards palm-oil 
development. Dr Chaves said the reforestation agenda 
had actually slipped backwards, as palm-oil producers 
have continued to deforest large swathes of the country. 
This is unnecessary, he argued, and more could be 
achieved through improving the productivity of existing 
palm-oil plantations, where yields are relatively low. 
Dr Fadhil Hasan responded that it is often difficult to 
control the smallholders that are responsible for around 
40% of palm-oil production. 

Ms Trankmann was concerned that the development agenda 
so far outlined by Jokowi’s government had set out to boost 
economic growth and soften wealth inequality, with little 
emphasis on environmental issues. Dr Parthama responded 
by noting that the government remains committed to 
reducing greenhouse-gas emissions by 26% by 2020 
(against “business-as-usual” levels) through unilateral 
action. Mr Wenas offered the suggestion that there could 
be greater support for the “one map” initiative to help 
demarcate forest licensing and land-use rights. This 
could help to clarify asset ownership and curb irrational 
exploitation of resources. 

 “Environmental 
sustainability and 
poverty reduction 
are not mutually 
exclusive.” 

Beate Trankmann 
Country director, Indonesia  

United Nations 
Development Programme
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 “Sustaining a 
political movement 
needs to have more 
components than 
just Twitter, but it 
can help.” 

Shailesh Rao 
Vice-president, Asia-
Pacific, Americas and 

emerging markets 
Twitter

IN CONVERSATION:  
DIGITAL DEMOCRACY, DIGITAL 
ECONOMY, DIGITAL SOCIETY
Ross O’Brien of The Economist Corporate Network 
opened his conversation with Shailesh Rao, Twitter’s 
vice president for Asia-Pacific, Americas and emerging 
markets, by speaking to the “unique intensity” of social 
media in Indonesia. There are more mobile phone 
accounts than people in Indonesia,  
Mr O’Brien noted, and Jakarta is thought to be one of 
the most networked cities in the world. Mr Rao added 
that Twitter could contribute significant economic 
value to an emerging economy, citing research that 
suggested the efficiencies and synergies generated  
by the platform could have a “multiplying” effect on 
GDP growth. 

Twitter describes itself as a communication platform 
that is real-time, public and conversational, said  
Mr Rao. Uniquely among social media platforms, it 
allows real-time expression of a point of view, offers  
no barriers to participation and allows people to  
cluster around shared interests. For those reasons,  
he said, it offers a channel through which to leverage 
the power of a populace and build mutual respect 
through conversation. 

When questioned about the political dimensions of Twitter, 
given the mixed records of the recent social uprisings in 
the Middle East that are often seen as being facilitated 
by the platform, Mr Rao said that many components are 
needed to sustain a political movement. Yet he held to the 
view that Twitter could play an important role in supporting 
political communication and organisation. As an example 
of the political weight that it could carry, he cited a tweet 
in support of Jokowi’s presidential bid by Denny JA (Denny 
Januar Ali), founder of a local polling institution: this was 
the world’s second-most retweeted tweet of 2014.

Speaking about Twitter’s approach to emerging markets in 
general, Mr Rao said Twitter focuses on trying to improve 
access to the internet. It gives telecommunications 
carriers incentives to lower barriers to access, and works to 
educate stakeholders involved in the setting of regulatory 
frameworks. Mr Rao also cited specific areas where Twitter 
could play a useful role. His experience in Brazil suggested 
the service could be used to great effect in classrooms, 
giving teachers a convenient way to communicate with 
students. It also could support disaster-relief efforts by 
channelling critical information.
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“A rent-seeking 
mafia emerges when 
there are too many 
dark rooms.” 

Sudirman Said 
Minister of energy and 

mineral resources 
Republic of Indonesia 

IN CONVERSATION:  
ENERGY-SECTOR REFORM 
Indonesia’s energy and mineral resources minister, 
Sudirman Said, opened his conversation with Jon 
Fasman by talking about plans to upgrade oil and gas 
infrastructure in the country. These upgrades will be 
facilitated by savings from fuel-subsidy reform, he said, 
and his ministry had already identified priority projects. 
However, Mr Said envisaged much of this investment being 
driven by the private sector, with the government only 
taking part in critical but commercially unviable projects. 

The other major focus for Mr Said’s ministry is improving 
the regulatory environment in areas including licensing, 
taxation and law enforcement, particularly in the 
upstream sector. The influence of what he called the “rent-
seeking mafia” has to be checked. He detailed plans to 
enhance transparency in the sector and shed light in the 
“dark rooms” where corruption had thrived. The state-
owned energy company, Pertamina, needs long-term 

reform and transparent management. Mr Said also said his 
ministry had implemented changes designed to minimise 
rent-seeking opportunities. Contracts below a certain 
value would no longer require administrative approval 
from the ministry; in the past, every contract had to go 
through the energy ministry and often a number of others. 

In response to a question from the audience, Mr Said 
signalled there would be no retreat over the provisions 
of the 2009 mining law. Delayed enforcement of the ban 
of mineral ore exports, which only came into effect in 
January 2014, had already given mining firms plenty of 
time to prepare, he said, and there was little benefit to 
be gained from revisiting the legislation. The priority for 
the mining sector remains capturing value-added output 
in Indonesia, and a number of firms have already begun 
developing smelters in Indonesia to bring them into 
compliance with the 2009 law.
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 “If you cannot 
control [economic 
challenges] outside 
your country, do 
something to fix your 
own problems.” 

Sofyan Djalil 
Coordinating minister for 

economic affairs 
Republic of Indonesia

  

CLOSING KEYNOTE
In the final keynote, Indonesia’s coordinating minister 
for economic affairs, Sofyan Djalil began by highlighting 
headwinds from the global economy that were buffeting 
Indonesia. Economic slowdown in China has dampened 
demand for commodity exports, and Indonesia’s 
dependence on short-term capital flows to finance its 
fiscal and current-account deficits makes it vulnerable to 
increased risk aversion among investors.

The minister said that as the government could not 
effectively control external developments, it was focused 
on moving quickly “to fix” the domestic economy. It has 
already dramatically reduced the fuel subsidy bill, a reform 
that previous administrations failed to implement. This 
important step towards more prudent fiscal management 
should help underpin investor sentiment towards the 
country. In helping to contain demand for imported 
oil, it should also ease pressure on Indonesia’s external 
financing position.

Jokowi’s government is also taking measures to raise the 
trend rate of economic growth. Dr Djalil identified the 
manufacturing sector, which has been stagnant in recent 
years, as a priority. The administration’s ambitious plans 

for infrastructure development are aimed at integrating 
Indonesia into global supply chains. Reforms to the 
business environment, such as the introduction of a 
“one-stop” licensing office, should also help to facilitate 
manufacturing investment. The minister argued that there 
is enough room for both Indonesia and India to benefit 
from the relocation of manufacturing capacity from China. 

Dr Djalil argued that there is a need for more informed 
public debate on globalisation. He stated that if Indonesia 
wants to establish itself as a manufacturing power, it has to 
be comfortable with integration in the global marketplace. 
This means greater recognition of the importance of 
international trade flows and the role exports and imports 
play in the “daily lives” of Indonesians.

In this context, Dr Djalil supported the AEC and the principle 
of closer regional integration. He rejected the suggestion 
that Indonesia was dragging its feet over participation in 
the bloc, arguing that it maintained one of the most liberal 
regimes in the region where capital-account controls and 
openness to investment in its financial-sector are concerned. 
With the correct preparation, he said, the AEC should prove a 
boon to ASEAN’s prospects. 
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