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Exploring Indonesia’s Rich Geothermal Potential 

 

 
Geothermal power plant in Wayang Windu, West Java.  

(GA Photo/M. Defrizal). 

 

Indonesia has been known globally for its serious concern towards the climate change issue. Two years after hosting the 

2007 Bali Climate Change Conference, Indonesia pledged to reduce 26 percent to 41 percent the greenhouse gas 

emissions from business as usual by 2020.   

 

Developing renewable energy and promoting energy efficiency are two of the seven main actions which were set up by 

the Indonesian government to reach the ambitious target.  

 

Fortunately, Indonesia has abundant sources of clean and sustainable energy such as solar, hydrothermal and 

geothermal. These sources are expected to be able to support the country’s emission reduction target. Among all of the 

renewable energy potentials endowed, one of the most prospective to be explored is the geothermal energy.  

 

Indonesia stores around 29 gigawatt of potential geothermal energy that has not fully explored yet. Despite the fact that 

Indonesia is the home for 40 percent of the world's potential of geothermal, it has only utilized around 5 percent of the 

total geothermal potential within the country. 

  

Although since 2003, Indonesian government has made a new regulation which allows foreign investor to control as 

much as 95 percent interest in a geothermal-based power producer, but the investors are still reluctant to open the 

geothermal business here.  

 

The primary reason which made it tough to invest on geothermal energy in Indonesia is the price. Once the investors 

decided to open the business, they are required to sell the electricity power produced only to the state electricity 

company (PLN). Meanwhile, the price purchased by PLN is too low and does not rationalize the field development.  

 

To solve this problem, the Ministry of Energy and Mineral Resources has imposed the price uplifting policy for the 

electricity generated from geothermal facilities. Starting from August 2012, the electricity is valued between 10-18.5 US 
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cents/kilowatt hour (kWh) depends on the area of exploration. This was a significant rose compared with only 9.7 US 

cents/kWh previously.  

 

Nonetheless, the initiative was not going to solve the investment problem instantly. It is because the investment in the 

geothermal energy also hinders the local government’s limited competence.  

 

Before starting the geothermal exploration, the investors are required to engage in the resource extraction activity, 

which usually takes place in remote sites. There, the investors will be highly dependent on reliable information from the 

local government. The information provided would be useful to reduce the high cost of investment during the 

exploration phase. Unfortunately, the local authorities are seemingly incapable in providing trustworthy information to 

the potential investors. This situation could eventually lead the investors into a financial loss. 

 

Based on the condition described above, there are two ultimate solutions that should be considered by the Indonesian 

government to enforce the geothermal energy investment. First, catalyze bilateral cooperation with countries that are 

proven capable in unfolding the geothermal potential.  

 

So far, Indonesia has made a comprehensive bilateral cooperation on geothermal only with New Zealand, a country 

which is widely known for its advance geothermal exploration. Additionally, Indonesia also needs to foster cooperation 

with the US and the Philippines, as the world’s first and second largest producers of geothermal energy, respectively. 

The prospectus cooperation with those countries should be directed to improve the capacity building of the local 

government, as the spearhead for the geothermal exploration activity.  

 

Second, create a supportive investment atmosphere marked by targeted policy interventions. The local governments, 

within their respective jurisdiction, need to be given the authority to regulate, supervise and license the geothermal 

energy developments.  

 

Considering the vast decentralization in Indonesia, bestowing bigger responsibility to control the geothermal power 

plant to the local authority will eventually enforce the geothermal exploration activity. The implementation by the local 

government would ease the geothermal investment procedure by cutting a long bureaucracy process for licensing and 

taxing. 

 

It is time for Indonesian government to give more attention on geothermal energy as a stable, clean and reliable energy 

in a country with high increasing demand in energy sector. Exploring the geothermal potential would not only support 

Indonesia’s effort to reduce the GHG global emission, but would also anticipate the already arising Indonesian energy 

scarcity issues.  
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