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Political Perspective of Electricity 
 

Role of the private sector in supplying electricity needs to be enhanced.  
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 Facts electricity affairs in Indonesia represent an irony. Based on the records of Ministry of Energy and 

Mineral Resources (ESDM), Indonesia’s electrification ratio in 2009 was 65.79 percent. It only rose 

slightly (one percent) in 2010 to 67.15 percent. The records show that after 66 years of an independent 

Indonesia, about 32.85 percent of this country’s population has never enjoyed the benefits of electricity. 

More alarming is the fact that the electrification ratio should also be read that not all regions in 

Indonesia have an electrification ratio at 67.15 percent level, but there are still many (regions) that are 

under 40 percent. All of these conditions become an irony, because since the 1970s Indonesia has been 

known as an exporting country of oil and gas, primary energy for electricity generation. Even since the 

1980s this title of exporting country has been augmented with the start of a massive effort to export 

domestic coal production to foreign countries.  

 

 In the past, we often heard the speeches of state officials who were proud that Indonesia had been 

ranked number one in the world in coal export and number three in the world in terms of gas export. All 

these are the sake of quick money, which is called foreign exchange. Although these have drawn a lot of 

criticism and even condemnation from various parties, it seems that the policy makers in this country 

will continue to export the production of scarce energy sources. According to the records of ESDM 

Ministry, in 2010, 50 percent of the national natural gas production is exported abroad, while more than 

75 percent of national coal production is exported. This proves there has been no paradigm shift in the 

national energy management policy today. Meanwhile, domestically both the state electricity company, 

PT PLN (Persero), as well as industry circles often complain about the scarce supplies of primary energy.  

 

 Electricity policy has become a major problem because the government does not dare to take the policy 

to allocate these scarce resources to the most efficient uses, and efforts to exploit these resources in an 

optimal and sustainable manner in order to produce as many goods and services as possible within the 

country. Poor energy policy and management have made Indonesia’s per capita energy consumption 

very low, even when compared with other Asean member countries. In 2003 per capita energy 

consumption in Indonesia amounted to only 757.4 kgoe/a (kilograms of oil equivalent per annum). 

Meanwhile, Malaysia recorded 2318.4 kgoe/a, Brunei Darussalam 7485.1 kgoe/a, Philippines 1524.9 
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kgoe/a, Singapore 1524.9 kgoe/a. Indonesia’s per capita energy consumption only slightly surpassed 

Vietnam, whose consumption level was 539.4 kgoe/a. Data of per capita national electricity 

consumption are more surprising. In 2006 the per capita electricity consumption of the Indonesian 

population was just 55.3 watts per year, far less than the per capita electricity consumption of the 

populations in other Asean countries. Meanwhile, the per capita electricity consumption of Thailand was 

209 watts per person per year, Vietnam 69.5 watts, Philippines 64.4 watts, Singapore 354 watts, and 

Malaysia recorded the highest amount of 454 watts.  

 

Electricity Policy 

A country's economic growth cannot be separated from the availability and reliability of its electricity 

supply. Adequate quantity and quality of electricity supply will help stimulate the economic growth of 

the country. It is known that a country's economic growth occurs if it is propped up by a conducive 

investment climate, both for domestic and foreign investments. A conducive climate of investment can 

be translated into the presence of clear and measurable bureaucratic structure, the availability of good 

infrastructure such as transportation systems and energy supply (electricity). It is hard to imagine that, 

without sufficient quantity and reliability (quality) of domestic electricity supply, Indonesia will be able 

to compete at the international level.  

 

 Moreover, until recently many in industries have mentioned that one of the main obstacles for 

investment in Indonesia is the problem of electrical energy availability. Even the allegedly low realisation 

of economic growth in 2009, which has only reached 4 percent of the 6-percent target, was mainly 

caused by the slow growth of electricity and the unreliability of PLN’s transmission and distribution 

networks. There are a number of policies that the government must take with regard to electricity. First 

is the government’s seriousness to improve the investment climate, especially in the electricity sector. 

The government should be fully aware of the connection between the availability of electricity and 

economic growth. Second, the government also should increase the private sector’s role in the provision 

of electricity, both to increase the generation system and transmission system. The role of the private 

sector becomes extremely important in this context, because the capacity of PLN to invest is limited.  

 

 If the investment climate in the electricity sector is conducive, not only that this will have a positive 

impact for the growth of electricity itself, but also for national economic growth. Therefore, enlarged 

investments of PLN (BUMN) as well as private investments in the electricity sector will open many 

employment opportunities, increase incomes for the state. Furthermore, it will encourage industries to 

increase production capacity and to open up opportunities for people to create units of productive 

activities and thus, the achievement of economic growth. Third, the other most important aspect in the 

availability of electrical energy is electricity pricing policy. All this time, the existing price management 

policy tends to squander scarce resources and also encourages the industrial methods of production 

that are not sustainable (environmentally unfriendly).  

 

 The different purchasing powers of communities should be the basis of a decision for the government 

to also differentiate the price of electricity. For example, energy subsidies should only be for the people 

with weak purchasing power. Fourth, the electricity supply policy that sides with and supports the small-



scale, people’s economy, such as duck farms and other home industries, should be pursued. So far, one 

of the biggest problems in the development of community-based economy is the limited availability of 

electricity. In addition, an affirmative electricity policy for micro, small and medium-sized enterprises 

(UMKM) should be developed. These various policies will not only need a commitment from the 

government, but also political support from the House of Representatives. 


