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Indonesia’s Current Energy Sector

• Indonesia remains to be one of  promising 
countries
• Growing at the rate of more than 5% per year 

despite global slowdown
• Inspired to become fifth largest economy in 2030

• Indonesia needs to grow more than 8% 
energy supply per year

• Dependency on fossil-based energy is high
• 79% of energy supply is either from oil-based, 

coal or gas
• Significant portion of traditional biomass, e.g. 

charcoal

• Indonesia is an oil net-importer; producing 
55% of its consumption
• It is now 5th biggest coal producer

• The biggest consumption is for industrial and 
transportation in the form of fuel and coal
• Coal consumption is quadrupled in the last ten 

year
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Electricity Situation

INSTALLED 
CAPACITY

54,488 MW

ELECTRICITY 
PRODUCTION

283 TWH

ELECTRICITY 
CONSUMPTION

228 TWH

CONSUMPTION PER 
CAPITA

910 KWH

Source: Ministry of Energy and Mineral Resources



Energy Demand in the Future

2025 2050

Primary Energy 
Supply

400 MTOE 1,000 MTOE

Per capita Energy
Consumption

1.4 TOE 3.2 TOE

Electricity
Capacity

115 GW 430 GW

Electricity Supply 
per capita

2,500 KWH 7,000 KWH

Energy Intensity 1

Energy Target

Source: National Energy Policy 2014
Source: Energy Outlook 2015, Agency for the Assessment and Application of 
Technology (BPPT)



Indonesia’s Renewable Energy Potential

0.002%

Source : Miniistry of Energy and Mineral Reseources
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Energy Type Potential Installed
Capacity

Utilization

Geothermal

Hydro

Bioenergy

Solar

Wind

Ocean Wave

29,544 MW

75,000 MW

32,654 MW

523,579 MW
(4.8 kWh/m²/day)

17,989 MW

113,545 MW
(3 – 6 m/s)

1,438.5 MW

5,024.2 MW

1,671 MW

78.5 MW

3.1 MW

0.3 MW

5%

7%

5.1%

0.01%

0.003%

Total 801,311 MW 8,215.6 MW 1%



Energy Mix Target

23%

2014 2020

2025

290

MTOE

215

MTOE

450

MTOE

Bussiness As 

Usual 

TARGET 2025

400

Juta TOE

Primary Energy Conservation 

11%

RE

Coal

Natural Gas

Oil

30%

22%

25%

RE

Coal

Natura Gas

Oil

17%

29%

22%

32%

RE

Coal

Natural Gas

Oil

6%

29%

24%

41%



Some Important Policies on RE

 

Geothermal Fund 

PLN’s Viability 

Guarantee 

Competitive Bidding 

  

VAT and Duties Facilities 

  Income Tax 

Facilities 

  

Feed-in Tariff 

  

Loan Subsidies 

  

Pre-
Investment 

Development Operation  

Mandatory Use 

  Source: Damuri and Atje 2012



Mandatory Use of Biofuel

• Biofuels development policies include
• Consumption mandates for biodiesel and 

bioethanol. The target was for biodiesel 
and bioethanol to make up 30% in all 
sectors by 2025

• Complemented by subsidy to the use of 
biofuels

• But Indonesia has missed the target 
and might continue to miss its target 
for biofuel consumption
• Government officials are ambivalent 

about the program, seeing conflicts 
between food security and energy 
security, along with additional burden to 
fiscal

2015 Jan-2016 Jan-2020 Jan-2025

Agriculture and 
fishery, and 
micro-business

15% 20% 30% 30%

Transportation 15% 20% 30% 30%

Industrial and 
commerce

15% 20% 30% 30%

Electricity 25% 30% 30% 30%



TPP at A Glance

• Twelve countries, three continents, 
diverse levels of economic 
development
• A significant part of global economy
• 38% of world economy; 25% of global 

trade

• “High quality, 21st century” 
agreement
• Substantial scope, including “behind the 

border” measures
• Limited sensitivities

• One of three mega-regionalism under 
development
• Concluded last year, but still waiting for 

ratification



Renewable Energy (RE) in TPP

• The energy sector does not have a 
separate chapter in the TPP
• But many provisions in the agreemeent 

will have substantial impact to 
renewable energy

• It will be affected by the trade and 
investment provisions
• Tariff and NTM reductions, trading and 

investment rules will change incentives 
for the development of renewable 
energy in TPP countries

• Impact on renewable energy (RE) will 
also be the product of the interactions 
of all TPP’s thirty chapters
• Including environment, state-owned 

enterprises, temporary entry for 
businesses and dispute settlement



How TPP Agreement Affects RE? (1)

Trade in Goods and Services
• Tariffs elimination on major energy 

products and equipments would 
reduce the cost of development
• Has potential to support green-energy 

development as tariff on energy 
equipments remain to be quite 
significant

• The removal of barriers for the 
provision of energy services would 
also support the development
• In exploration and extraction or 

construction of power plant
• It is also supplemented by freer 

movement of professionals

Investment
• Investment provisions regulate various rules to 

provide greater certainty on investment

• Prohibits performance requirements, including 
local contents

• Might be supportive for renewable energy 
development, especially for those countries having less 
capacity for related industries

• Might discourage in the case of countries looking for 
industrial development of green energy equipments

• Example: WTO case on LCR in India

• Investment protection and national treatment will 
encourage more investments, including in RE

• There is also concern with the impact of investor state 
dispute settlements (ISDS) on environmental issues

• Efforts towards energy conservation or requirements 
for utilizing RE might be challenged



How TPP Agreement Affects RE? (2)

Environment Chapter
• The chapter recognizes the 

importance of sustainable 
development

• There is also discussion on the 
transition to “low emissions and 
resilient economy”
• Important considering the US is the 

not part of Kyoto Protocol, despite 
considered to be weak

• It stated a commitment for pursuing 
greater cooperation including in the 
use of renewable energy

Other Provisions
• The TPP seeks to regulate the conduct 

of large state-owned enterprises 
(SOEs)
• It would create level playing field in the 

energy sector of many participating 
countries

• Has potential to support development of 
RE, but may also create disincentive

• The chapter in government 
procurement will provide greater 
access for foreign energy suppliers to 
bid for government contract
• Allow more cost-effective development 

of RE



Indonesia and TPP

• Indonesia is yet part of TPP
• But would like to join TPP, together 

with several other countries in the 
region

“Indonesia is an open economy, and with the 250 million population, Indonesia is 
the largest economy in Southeast Asia. Indonesia intends to join the T.P.P”

Jokowi, 27 October 2015, during a White House visit, NY Times

-------

“It might take two to three years to complete TPP deliberations and 
negotiations, after first expressing an intention to join the 12-member trade bloc 

late last year ... Caution is of the utmost importance in calculating this. 
Everything must be calculated for the sake of national interests. It is all still in 

process”

Jokowi, 16 February 2016, during US-ASEAN summit, TheJakartaPost

• South Korea

• Philippines

• Taiwan

• Thailand

• Colombia

• Indonesia

Countries intend to join TPP



Impact of TPP on RE Development in 
Indonesia
• Since Indonesia is not part of TPP yet, the impact of the agreement 

on Indonesia’s RE development is limited
• Most of it coming from trade in goods and services

• Since Indonesia is part of ASEAN and ASEAN+1 FTAs, the impact might 
come from those agreements
• RE equipment industry might be developed in TPP countries, which are also 

part of ASEAN and enjoy lower trade barriers

• But the impact would be much greater if Indonesia joins the trade 
pact



Trade Barriers on RE Equipments

• The country puts tariff barriers of 
5-10% for most of equipments in 
renewable energy

• There are also Indonesian National 
Standard that often increase 
barriers to trade
• Originally for consumer protection
• Sometimes differs from international 

standards

• TPP would reduce those trade 
barriers
• Reduces the cost of development
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Local Content Requirements

• Indonesia implements the obligation to 
use domestic equipments and supporting 
services to the energy sector
• Also in RE-based power plant construction 

and operation
• Intended to support the industries and 

services, while increasing domestic value 
added

• Indonesia also limits foreign professionals 
and employees
• Only certain technicians and engineers can 

be employed
• Foreign employees is limited only on board 

of directors with limited number

• Since the industry is not developed, the 
regulation only creates obstacles instead 
of supporting domestic production

Goods Services Total

Geothermal

< 5 MW 31.3 89.2 42.0 

5 - 10 MW 21.0 82.3 40.5 

10 - 60 MW 15.7 74.1 33.2 

60 - 110 MW 16.3 60.1 29.2 

> 110 MW 16.0 58.4 29.0 

Solar Power

SHS 30.1 100.0 53.1 

Centralized 25.6 100.0 43.9 

Local Content Requirements in Energy Sector

Source: Ministerial of Industry Decree No. 54/2012



Investment Issues in Energy

• There are many issues surounding 
investment climate in energy sector
• Lengthy and complicated Investment 

procedures and licensing; the approval can 
take up to years

• Problems of land acquisition; it often needs 
up to 3-4 years to secure the land

• High uncertainty and lack of regulatory 
coherence
• Regulatory differences at central and local 

level
• Regional authonomy means that local 

governments might hinder development of 
energy project; some end up in 
expropriation

• Risks of dispute and state control
• Corruption and abuse of power

• Energy sector is also dominated by SOEs
• Exploration and distribution

• PLN (SOE) has a monopoly over all of 
Indonesia’s electricity distribution
• Heavily dependent on subsidies and lack of 

financial resources
• The only buyer for IPPs

• Some efforts has been taken
• Licensing and procedures have been cut 

and simplified

• The biggest move is to eliminate fuel 
subsidy in 2014
• Giving more incentives for RE development

• Joining TPP might provide external 
pressure for regulatory and investment 
reform in Indonesia



Concluding Remarks

• Renewable energy still plays a very small role in the Indonesia’s
energy supply 
• Accounting for only around 6 per cent, mostly from geothermal, hydro and 

biomass power

• The potential is big, but challenges are plenty

• The government intends to increase the production and use of RE by 23 in the 
period of ten years time

• While TPP does not address energy sector separately, it would affect 
the development of RE, especially in developing member countries

• Impact to Indonesia’s energy sector currently is limited, but it would 




