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I. Overview of the Macro Economy and the Construction Industry 
 
Current Economy 
Statistics Indonesia (BPS) announced that Indonesia's gross domestic product (GDP) expanded by 

5.02 percent year-on-year (y/y) in the third quarter of 2016, down from a revised 5.19 percent (y/y) 

growth pace in the preceding quarter but in line with forecasts. Indonesian economic growth 

remained subdued amid bleak and uneven growth in major trading partners. Secondly, slowing 

government spending realization and a cut in spending (to prevent Indonesia's budget deficit from 

widening too much) affected the GDP growth rate of Southeast Asia's largest economy. 

Weak global demand and low commodity prices (with the notable exception of rapidly rising coal 

prices) still undermine more rapid GDP growth for Indonesia. 

Meanwhile, the Indonesian government not only cut government spending by around IDR 137 

trillion (approx. USD $10 billion) in the Revised 2016 State Budget, but realization of government 

spending has also slid. BPS notes that government spending reached IDR 439.73 trillion in the third 

quarter of 2016, down from realization of IDR 484.78 trillion in the same period one year earlier. 

 

Compared to the third quarter of 2015 Indonesian economic growth accelerated. While, GDP 

growth was recorded at 4.74 percent (y/y) in Q3-2015, it was recorded at 5.02 percent (y/y) in Q3-

2016. On a quarterly, non-seasonally adjusted basis, Indonesian GDP expanded 3.20 percent in the 

third quarter of 2016. 

 

Inflation number from Central Bank of Indonesia per October 2016 is 3.31%. Traditionally, 

Indonesia's GDP growth accelerates more markedly in the last quarter of the year and thus we 

expect to see full-year GDP growth between 5.0 - 5.1 percent. 

 
National Construction  
Construction Indonesia contributed 10.47% from National GDP and growing 0.55% on 
quarter III 2016 year on year. The construction sector final growth for 2016 is predicted 
7.0% - 7.3%. 
 
 
 
 

  



 
List of KPPIP (Committee for Acceleration of Priority Infrastructure Delivery) 2016 
 
KPPIP – Committee for Acceleration of Priority Infrastructure Delivery is formed to 
revitalize the function of KKPPI (Committee for Acceleration of Infrastructure) by 
streamlining organizational structure; granting authority for decision-making; participating 
from project planning stage; and building capacity within the Committee. KPPIP 
establishment is stipulated in the Presidential Regulation Number 75 Year 2014. 
 
KPPIP Output are:  

- List of Priority Project approved by all parties 
- Action plans with agreed achievement target as well as incentives and disincentives 
- Binding Service Level Agreement (SLA) 

 
Current List of KPPIP Priority Projects: 

No. Project Plan 
Value Funding 

Scheme 
  

Water & Sanitation 

1 Jakarta Sewerage System (JSS) 2018 -2022 USD 609 M State Budget 

2 West Semarang Water Supply 2017-2021 USD 128 M PPP 

3 
National Capital Integrated Coastal 
Development (NCICD) - Jakarta 

all phase started 
2016 

USD 45.1 B State Budget 

Refinery 

4 Bontang Oil Refinery 2018-2022 USD 11.2 B PPP 

5 
Refinery Development Master Plan 
(RDMP) Cilacap, Balongan, Dumai, 
Balikpapan, Plaju 

2017-2021 USD 15.7 B Assignment SOE 

Electricity 

6 
High Voltage Direct Current (HVDC) 
South Sumatera, Lampung, Banten, 
West Java 

2016 - 2019 USD 2.5 B State Budget 

7 
South Sumatra 8,9,10 Mine-Mouth 
Power Plant 

2016-2019 USD 5.4 B IPP 

8 Sumatra 500 kV Transmission Line 2017-2023 USD 1.8 B Assignment SOE 

9 
Central - West Java 500 kV Transmission 
Line 

2017-2019 USD 574 M State Budget 

10 Indramayu Power Plant 2017-2019 USD 1.5 B State Budget 

11 Central Java Power Plant 2016-2019 USD 3 B IPP 



12 
Lodoyo Micro Hydro Power Plant 
(10MW) 

2016-2019 

unspecified 
value as it still 
discussed 
within 6 
consorsium 
companies 

Assignment SOE 

Toll Road 

13 Serang - Panimbang Toll Road 2017-2018 USD 902 M PPP 

14 Manado - Bitung Toll Road 2017 -2018 USD 293 M PPP 

15 Balikpapan-Samarinda Toll Road 2016-2018 USD 857 M PPP 

16 4 sections of Trans Sumatra Toll Road finished in 2016 USD 2 B Assignment SOE 

Railway 

17 MRT Jakarta North - South 2013-2019 USD 1.8 B State Budget 

18 SHIA Express Railway 2018-2022 USD 1.8 B PPP 

19 Makassar- Parepare Railway 2015-2018 USD 481 M State Budget 

Seaport 

20 Kuala Tanjung International Hub Seaport 2017-2020 USD 2 B PPP 

21 Bitung International Hub Seaport 2017-2019 USD 2 B PPP 

  
 
II. Update / Issues related to the Construction industry in the country 
 
There is no change in current law for Foreign Business Entity.  However, there is a change 
in paradigm to develop the infrastructure. Limited budget not causing the Indonesian 
Government to back off from building infrastructure, henceforth there are few strategies 
to boost investment in funding the projects.  
 
Funding Scheme for Infrastructure Projects: 

1. Regular Financing with State Budget: Priority for Eastern Indonesia, rural, and 
border areas. Construction, operation and maintenance by government.  
 

2. Creative Financing: for projects at Western Indonesia and city area. 
a. Assignment SOE 

• For project economically suitable but financially unsuitable 

• Construction: SOE 

• Operation & Maintenance: SOE 
b. PPP Regular 

• For project economically & financially suitable 

• Construction: private  

• Operation & Maintenance: private 
c. PPP with Government Support via VGF/AP or partial construction 

• For project economically suitable but financially marginal. 

• Construction: private 



• Operation & Maintenance: private 
d. Hybrid Financing 

• For project economically suitable but economically unsuitable 

• Construction: Government 

• Operation & Maintenance: private 
 
According to KPPIP (Committee for Acceleration of Priority Infrastructure Delivery), a 
project that is selected as National Strategic Project (PSN) may receive facilities and 
privileges in order to accelerates its implementation. 

1. Permit and Non-licensing 
• Duration for issuing the required permits has been specified in details and an 

administrative fine/sanction will be levied to parties that obstruct the permit 
issuance 

• The PSN that already has the Borrow-to-Use Permits for forest Areas (IPPKH) 
is no longer requiring the Location Designation License will be carried out 
together with the process for issuing Environmental Permit, Building Permit 
and Building Plan Approval through a single data access. 

• The PSN can immediately start its construction stage after receiving the 
Designation Location License, Environmental Permit and Building Permit. 

2. Government Procurement 

• Procurement by direct appointment can be conducted for consultancy 
service up to value of Rp. 500 million (approx. USD 37 million). 

• The Government can directly appoint an international firm or a consultant 
service provider that has previously been engaged by the related Ministries 
or Institutions and has maintained a good reputation. 

• Multi-year budget is allowed if the engagement cannot be completed in a 
single financial year.  

3. Debottlenecking 

• The Government can exercise discretion to debottleneck issue in delivering 
the PSN as per the prevailing regulations. In the case where no 
Law/Regulation exists, the Government is able to decide/act using Good 
Governance principle. 

4. Local Content 

• The implementation of PSN will support the local content. 
5. Spatial Planning 

• PSN location will be set as Holding Zones when the Minister of Environment 

and Forestry has not approved the revision of the designation and the 
function of the forest area. When the designated project location is 
converted to a forest area, project implementation can continue by granting 
a Borrow-to-Use Permits for Forest Areas (IPPKH). Adjustment of the Spatial 
Planning for the PSN will be performed as per the prevailing regulation. 

6. Land Acquisition 

• The Government will support Business Entities in procuring land through 
land acquisition prioritization and state land utilization. Business Entities’ 
expenses related to the land acquisition can be reimbursed to the 



Government and payment can be made through the State Budget or Local 
Government Budget. These reimbursements can be considered as part of the 
investment cost. 

7. Government Guarantee 

• The Government will provide guarantee to the PSN that is implemented by 
the Local Government/Business Entity. In this case, the Local Government 
must provide project guarantee in advance. 

 
LIST OF MATERIAL PRICE 
 
STEEL 

TYPE SPECIFICATION PRICE 

Steel Bar steel 6mm x 6mm full USD 1.2 - USD 2 

Steel Bar steel 8 mm x 8 mm SNI USD 0.4 / kg 

Steel Bar steel 10 mm x 10 mm SNI USD 0.4 / kg 

Steel Bar steel 12 mm x 12 mm SNI USD 0.4 / kg 

Steel Bar Steel 16 mmx  16 mm SNI USD 0.4 / kg 

steel hollow 20×20 mm 6m USD 3.7 / bar 

steel hollow 20×40 mm 6m USD 5.7 / bar 

steel hollow 30×30 mm 6m USD 5.7 / bar 

steel hollow 40×40 mm 6m USD 8.1 / bar 

 
ASPHALT 

Type Price  

Asphalt Penetration : 60/ 70 - 155 Kg USD 64 - USD 72.8 

Asphalt CRS-2 Penetration - 200 Kg USD 71 

Asphalt CRS-1 Penetration  - 155 Kg USD 71 

 
 
CEMENT 

Material Unit Price (USD) 

White Mortar TR30 40kg/bag 5.31 

Colored Cement kg 0.45 

Portland Cement 50kg/bag 3.69 

Portland Cement 40kg/bag 2.93 

 
Note: Prices are subject to 10% tax. 
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