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Infrastructure Delivery 
Requires Political Courage 
and Legislative Leadership

It was a feather in Indonesia’s cap when the World Bank 
president announced a $12 billion loan scheme for In-
donesia—its single largest commitment to infrastruc-

ture development worldwide. Yet the current infrastruc-
ture deficit is not due to a lack of money. The country has 
plenty: besides its own increased infrastructure budget 
(Rp 290 trillion for 2015) from the reduced fuel subsidy, 
multilaterals such as the ADB and bilaterals such as the 
JICA have o!ered loan facilities. Sadly, despite the in-
creased budget, government agencies have only absorbed 
around 2% of the budget by April of this year.

The government’s inability to spend its budget is 
not new—many governments worldwide have similar 
problems. However, in Indonesia this problem is acute 
and exacerbated due to the annual budgeting cycle. Many 
infrastructure projects take more than five years (beyond 
the term of the elected parliament).

In other countries with infrastructure crises, parlia-
ments have shown political courage by passing budgets 
beyond its term for projects that are in the nation’s best 
interest. For example, in Queensland, Australia the gov-
ernment passed a historic 10-year budget for around 400+ 
projects that it considered necessary to address its infra-
structure deficit. As part of this process, the parliament 
also empowered the o"ce of the Coordinator General 
(similar to the Indonesia Coordinating Ministry for Eco-
nomic A!airs) to have the environmental and other permit 
issuance authority previously held by local governments. 

To prevent interference with the State constitution, 
this power was vested with the Coordinator General for a 
limited period of 10 years and only for the 400+ projects 
designated as in the country’s best economic benefit. The 
selection of the projects was based on proper studies, with 
independent and business concurrence. 

The truth is our infrastructure is at a crisis stage. Indo-
nesia is behind on almost every benchmark: From capital 

city road space under 6% (the global average is 18%) to the 
highest dwelling time at our main ports, to chronic under-
capacity at Soekarno-Hatta and one of Asia’s lowest rural 
electrification rates (less then 32%). We must have the po-
litical courage to find a viable solution to this crisis.

To be sure, the solution in my opinion is not a lack 
of plans and definitely not a lack of funds. Indonesia 
has developed many plans, for more than a decade. The 
previous government’s 10,000 MW power supply plan was 
good but never delivered. The 15-year MP3EI master plan 
was well designed; again we failed in the delivery. 

The delivery solutions proposed here were developed 
over two years by local and international experts on what 
is called the Background Study for the Development of the 
RPJMN 2015-2019. Beyond the international benchmark 
analysis and estimating the funding requirements for 
Indonesia’s infrastructure to reach middle-income status 
by 2025, the team also introduced an Indonesia-specific 
solution for infrastructure delivery, presented here as the 
Infrastructure Delivery Wheel.

The Infrastructure Delivery Wheel commences with 
the basic requirement of Political Courage and Regulatory 
Reform. It is key for Parliament to pass an Infrastructure 
Law to deliver the most important, and needed, projects 
to achieve growth and social equity across Indonesia. This 
law could override the authority of relevant ministries and 
regional governments, particularly for permits, licenses 
and land acquisition. To preserve the constitution, the Law 
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would apply only to projects on the list and it would expire 
in 10 years. 

Moreover, the law would convert the KPPIP (the newly 
established priority project implementation committee) 
into a fully empowered authority to deliver these projects. 
This body could be called the Strategic Infrastructure 
Delivery Authority (SIDA), and be empowered to ask any 
government agency, including regional ones, to implement 
approved projects. 

The law would also importantly protect public ser-
vants working on these projects from legal issues related 
to state loss, aside from malice or corrupt practices. The 
protection and empowerment envisaged for SIDA is simi-
lar to that of IBRA during the financial crisis—providing a 
model in coming together to solve a crisis. Finally, Parlia-

ment would be allowed to approve 
budgets for the selected projects be-
yond its natural term, thus enabling 
long-term funding like Performance 
Based Annuity Schemes (PBAS)—in 
which the government would agree 
to repay infrastructure development 
costs to the private sector over 20 to 
30 years. 

PPP schemes structured as PBAS 
or as Availability Payment Schemes 
(APS) are common in most coun-
tries, and used for economically un-
viable infrastructure projects. While 
the current government is mulling 
awarding such projects to SOEs, that 
would require massive capital injec-
tions, and the lack of budget for such 
injections will limit these projects’ 
delivery. These long-term payment 
schemes would let the government 
use future tax revenues to repay the 
costs over 20 to 30 years, making it 
much more a!ordable.

The Infrastructure Delivery 
Wheel provides a pathway through 
the current bottlenecks and instills 
a better governance framework, 
value for money principles and asset 

management, and introduces a carrot and stick approach 
for delivery agencies. The strategies include inviting 
the private sector to join program management o"ces, 
introducing capacity and skills expansion programs and 
community consultation schemes to gain buy-in.

In sum, the key to delivering infrastructure is not 
another series of incremental reforms as tried in the last 
decade. The future depends on comprehensive reforms 
introduced simultaneously to solve the infrastructure 
crisis. This approach will require unprecedented political 
courage and legislative leadership not only from the ruling 
coalition but also the opposition. I am optimistic that 
parliamentarians deep down concur that all Indonesians 
should join together to make Indonesia a middle-income 
country by 2025. F


